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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STA TEMENTS

This quarterly report on Form 10-Q and certainiinfation incorporated herein by reference contaiwéod-looking statements under the
Private Securities Litigation Reform Act of 199%ucB statements include, but are not limited tdest@nts about the potential benefits of the
recent merger between BioSante PharmaceuticalsahtcANIP Acquisition Company (the “Merger”), tB®mpany’s plans, objectives,
expectations and intentions with respect to fuaperations and products, the anticipated finanpmailtion, operating results and growth
prospects of the Company and other statementstlatot historical in nature, particularly thosatthtilize terminology such as “anticipates,”
“will,” “expects,” “plans,” “potential,” “future,”“believes,” “intends,” “continue,” other words ofslar meaning, derivations of such words
and the use of future dates. Forwéodking statements by their nature address matttatsare, to different degrees, uncertain. Unaoaties anc
risks may cause the Company’s actual results todterially different than those expressed in orlietbby such forward-looking statements.
Uncertainties and risks include the risk that tleenpany may in the future fail to meet NASDAQ ligtirequirements; general business and
economic conditions; the Company’s need for antitalbd obtain additional financing; the difficultyf developing pharmaceutical products,
obtaining regulatory and other approvals and adéhiemarket acceptance; and the marketing succase @ompany’s licensees or
sublicensees. More detailed information on theskaaiditional factors that could affect the Comparactual results are described in the
Company’s filings with the Securities and Excha@ganmission, including its most recent annual reparForm 10K and this quarterly repc
on Form 10-Q, as well as its proxy statement/prose filed with the Securities and Exchange Corsmison May 8, 2013. All forward-
looking statements in this quarterly report spealy as of the date made and are based on the Cofspanrent beliefs and expectations. The

Company undertakes no obligation to update or eears/ forward-looking statement, whether as a tefulew information, future events or
otherwise.




ANI PHARMACEUTICALS, INC.
Condensed Consolidated Balance Shee

(Unaudited)
June 30, 201. December 31, 201
Assets
Current Asset
Cash and cash equivalel $ 12,59492 $ 11,02¢
Restricted cas 2,260,101 -
Accounts receivable, n 6,427,501 5,432,40.
Inventories, ne 2,584,68I 2,809,68!
Prepaid expenses 251,76! 313,19:
Total Current Asset 24,118,98 8,566,30
Property and Equipmel
Land 86,94¢ 86,94¢
Buildings 3,682,001 3,682,001
Machinery, furniture and equipme 3,724,42 3,564,94
Construction in progress 176,27t 208,06
7,669,65! 7,541,97.
Less: accumulated depreciation 2,928,92i 2,662,79!
Total Property and Equipment, r 4,740,73 4,879,17.
Other Asset:
Intangible assets, n 10,960,00 85,00(
Goodwill 1,838,30! -
Deferred loan costs, net - 217,291
Total Other Asset 12,798,30 302,29(
Total Asset: $ 41,658,02 $ 13,747,77

The accompanying notes are an integral part ofelmmndensed consolidated financial stateme




ANI PHARMACEUTICALS, INC.
Condensed Consolidated Balance Shee

(Unaudited)

June 30, 201. December 31, 201

Liabilities and Stockholders' Equity/(Defic

Current Liabilities

Accounts payabl $ 1,634,78 $ 1,993,56
Accrued expense 1,039,39 555,63!
Returned goods reser 349,76: 410,99:
Deferred revenu 46,71% 314,79:
Borrowings under line of crec - 4,065,30
Accrued compensatic 2,726,16 21
Current liabilities, discontinued operation 366,39( 370,76t
Total Current Liabilities 6,163,21. 7,711,08:

Commitments and Contingencies (Note

Redeemable Convertible Preferred St

10% Convertible Preferred Stock, Series A, $0.10vphue, stated value of $100 per share; no sh:

authorized, issued, or outstanding at June 30, ;208494 shares authorized, 102,774 shares i

and outstanding including cumulative dividends ®f186,326 at December 31, 2C - 11,579,12
10% Convertible Preferred Stock, Series B, $0.10/phue, stated value of $110 per share; no shg

authorized, issued, or outstanding at June 30,;2MB 915 shares authorized, 78,491 shares is:

and outstanding including cumulative dividends df886,734 at December 31, 2C - 10,560,08
12% Convertible Preferred Stock, Series C, $0.10/plue, stated value of $110 per share; no she

authorized, issued, or outstanding at June 30, ;20,956 shares authorized, 34,810 shares isst

and outstanding including cumulative dividends $894 at December 31, 20 - 4,814,73!
10% Convertible Preferred Stock, Series D, $0.¥0/plue, stated value of $30 per share; no shar

authorized, issued, or outstanding at June 30,;25280,000 shares authorized, 2,375,312 shar

issued and outstanding including cumulative divitteaf $4,184,858 at December 31, 2012 - 21,797,24

Total Redeemable Convertible Preferred Si - 48,751,18

Stockholders' Equity/(Deficit
Common Stock, $0.0001 par value, 33,333,334 stautborized; 9,536,079 shares issued and
outstanding at June 30, 2013; 4,070,373 sharesdssmud outstanding at December 31, 2 954 407
Class C Special Stock, $0.0001 par value, 781,R8des authorized; 10,868 shares issued and
outstanding at June 30, 2013 and December 31, - -
Additional paic-in capital 89,021,92 1,083,43

Accumulated defici (53,095,50) (43,798,33)
Treasury stock, 59,093 shares of common stoclgsdf on June 30, 2013 (432,567 -
Total Stockholders' Equity/(Deficit) 35,494,81 (42,714,49)
Total Liabilities and Stockholders' Equity/(Deficit $ 41,658,02 $ 13,747,77

The accompanying notes are an integral part ofelmmndensed consolidated financial statem




ANI PHARMACEUTICALS, INC.
Condensed Consolidated Statements of Operatiol

(Unaudited)
Three months ended June Six months ended June :
2013 2012 2013 2012
Net Revenue $ 6,15153 $ 5186,79 $ 11,71344 $ 10,013,59
Operating Expense
Cost of sales (excluding depreciation and amortiny 2,098,54! 2,118,92. 4,437,071 3,970,60.
Salaries and benefi 5,713,50 1,128,85 6,970,57. 2,224,776
Freight 72,77 88,07: 142,77 162,19:
Research and developmt 437,18 209,87! 733,56 488,07t
Selling, general and administrati 1,457,84! 914,00: 2,510,44: 1,704,89!
Depreciation and amortization 146,52 140,63 291,12¢ 281,27!
Total Operating Expens: 9,926,37. 4,600,36! 15,085,56 8,831,80!
Operating (Loss)/Income from Continuing Operati (3,774,83) 586,42: (3,372,11) 1,181,78
Other Expens
Interest expens (374,479 (501,009 (466,90:) (1,157,91)
Other expense (433,95¢) (50,000 (483,95() (99,400
Net (Loss)/Income from Continuing Operations Befimeome
Tax Benefit (4,583,261 35,42 (4,322,97) (75,527
Income tax benefi - - - 40,38(
Net (Loss)/Income from Continuing Operatic (4,583,261 35,42: (4,322,97) (35,149
Discontinued Operatior
Gain on discontinued operations, net of - - - 61,25’
Net (Loss)/Incomt $ (4,583,26) $ 35,42, $ (4,322,97) $ 26,11+

Computation of Income/(Loss) from Continuing Operatons
Attributable to Common Stockholders:

Net (loss)/income from continuing operatic $ (4,583,26) $ 35,42: $ (4,322,97) $ (35,149
Preferred stock dividenc (2,370,02) (1,139,12) (4,974,19) (1,799,05)
Loss from Continuing Operations Attributable to Goon
Stockholder: $ (6,953,29) $ (1,103,70) $ (9,297,17) $ (1,834,20)
Basic and Diluted Loss Per Share:
Continuing operation $ (6.02) $ (1,644.8) $ (15.9¢) $ (4,715.1)
Discontinued operation - - - 157.47
Basic and Diluted Loss Per Shi $ (6.02) $ (1,644.8) $ (15.9¢) $ (4,557.71)
Basic and Diluted Weighted-Average Shares Outstandi 1,155,009 671 581,85: 38¢

The accompanying notes are an integral part ofet@mdensed consolidated financial stateme




ANI PHARMACEUTICALS, INC.
Condensed Consolidated Statements of Cash Flo

(Unaudited)
For the six months ended June 2013 2012
Cash Flows From Operating Activiti
Net loss from continuing operatio $ (4,322,97) $ (35,14
Adjustments to reconcile net loss to net cash asti equivalents used in operating activit
Depreciation and amortizatic 291,12¢ 281,27!
Non-cash interest relating to convertible debt and loast amortizatiol 217,29( 1,053,45
Non-cash compensation relating to business combin 4,418,52. -
Changes in operating assets and liabilities, n&tase acquired in business combinat
Accounts receivabl (995,10 (32,067
Inventories 224,99¢ (587,559
Prepaid expenst 140,68t 29,54¢
Accounts payabl (358,779 69,86
Accrued expenses, returned goods reserve and eleéf@venue (599,381) (172,920
Net Cash and Cash Equivalents (Used in)/Provide@datinuing Operation (983,619 606,45
Net Cash Used in Discontinued Operation (4,376 (50,554
Net Cash and Cash Equivalents (Used in)/Provide@grating Activities (987,98 555,89
Cash Flows From Investing Activiti¢
Cash acquired in business combina 18,197,44 -
Acquisition of property and equipment, net of disals (127,681) (69,09¢)
Net Cash and Cash Equivalents Provided by/(Usebhu@sting Activities 18,069,75 (69,09¢)
Cash Flows From Financing Activitis
(Repayments)/borrowings under line of credit, (4,065,30) 193,56t
Payment of debt issuance cc - (260,74
Treasury stock purchases (432,56 -
Net Cash and Cash Equivalents Used in Continuingr&jons (4,497,869 (67,18
Net Cash Used in Discontinued Operai - (300,001
Net Cash and Cash Equivalents Used in Financiniyifies (4,497,869 (367,18
Change in Cash and Cash Equivale 12,583,89 119,62(
Cash and cash equivalents, beginning of period 11,02¢ -
Cash and cash equivalents, end of period $ 1259492 $ 119,62(
Supplemental disclosure for cash flow information:
Cash paid for intere: $ 249,61 $ 104,46.
Supplemental nor-cash investing and financing activities
Issuance of common stock in business combin: $ 40,033,699 $ >
Exchange of Series D, Series C, Series B, Seriesidcommon stoc $ 57,296,10 $ -
Acquired intangible: $ 10,900,000 $ -
Acquired goodwill $ 1,838,300 $ -
Acquired restricted cas $ 2,260,100 $ -
Other acquired tangible ass $ 79,26 % -
Assumed liabilities $ 347997 $ -
Preferred stock divident $ 497419 $  1,799,05
Issuance of common and preferred stock upon cashiagant exercis $ - % 4,98¢
Issuance of preferred stock upon convertible debversion $ - $ 17,609,64

The accompanying notes are an integral part ofet@mdensed consolidated financial stateme




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

DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Overview

ANI Pharmaceuticals, Inc. (the “Company”) is a spk¢ pharmaceutical company, developing and margegeneric and branded
prescription products. In two facilities locatedBaudette, Minnesota, with combined manufactunpagkaging and laboratory capacity
totaling 173,000 sq. ft., the Company manufactorassolid dose products, as well as liquids ampictds, including those that must be
manufactured in a fully contained environment dutheir potency and/or toxicity. The Company alsdf@grms contract manufacturing for
other pharmaceutical companies.

On June 19, 2013, BioSante Pharmaceuticals, IBio$ante”) acquired ANIP Acquisition Company (“AN)Rn an all-stock, tax-free
reorganization (Note 2), in which ANIP became a ihowned subsidiary of BioSante. BioSante was need ANl Pharmaceuticals, Inc.
The Merger was accounted for as a reverse acguigtirsuant to which ANIP was considered the agggientity for accounting purpos
As such, ANIP's historical results of operationgaee BioSante's historical results of operatiamsafl periods prior to the Merger. The
results of operations of both companies will béuided in the Company’s financial statements fopaliods after completion of the
Merger.

The Company's operations are subject to certdis @ad uncertainties including, among others, ctirmed potential competitors with
greater resources, dependence on significant cessomack of operating history and uncertaintyuttife profitability and possible
fluctuations in financial results. The accompanyimgudited condensed consolidated financial statenteve been prepared assuming
that the Company will continue as a going concettrich contemplates continuity of operations, realom of assets, and satisfaction of
liabilities in the ordinary course of business. fnepriety of using the going-concern basis is dejeat upon, among other things, the
achievement of future profitable operations, thiitglio generate sufficient cash from operatioasd potential other funding sources,
including cash on hand, to meet the Company’s abbigs as they become due. Management believegthg-concern basis is
appropriate for the accompanying unaudited condkosasolidated financial statements based on itectoperating plan through June
30, 2014.




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

DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - cont'd.
Basis of Presentation

The accompanying unaudited interim condensed cigfaded financial statements have been preparecciordance with accounting
principles generally accepted in the United Stafedmerica (“US GAAP”). In the opinion of managentgthe accompanying unaudited
interim condensed consolidated financial statemiatade all adjustments, consisting of normal reog adjustments, which are
necessary to present fairly the Comparfinancial position, results of operations anchdmwvs. The condensed consolidated balance
at December 31, 2012, has been derived from aufiitedcial statements of that date. The interimdsorsed consolidated results of
operations are not necessarily indicative of tisellte that may occur for the full fiscal year. @@ntinformation and footnote disclosure
normally included in financial statements prepdredccordance with US GAAP have been omitted punssizainstructions, rules and
regulations prescribed by the instructions to Faf¥Q and Article 10 of Regulation S-X of the Unit8thtes Securities and Exchange
Commission. Management believes that the disclesum@vided herein are adequate to make the infeomatesented not misleading
when these condensed consolidated financial stasmaee read in conjunction with the audited finahstatements and notes previously
distributed in the Company’s annual report on F&f¥K for the year ended December 31, 2012 and pstedgment/prospectus filed on
May 8, 2013. Certain prior period information haeb reclassified to conform to the current perimgsentation.

Principles of consolidation

The condensed consolidated financial statemenlksda¢he accounts of ANI Pharmaceuticals, Inc. igswa/holly-owned subsidiary, ANIF
All significant inter-company accounts and transats are eliminated in consolidation.

Use of Estimates

The preparation of financial statements in confoymiith US GAAP requires management to make estisiand assumptions that affect
the reported amounts of assets and liabilitiesislosure of contingent assets and liabilitiethatdate of the financial statements and the
reported amount of revenues and expenses durimgplogting period. In the accompanying unauditesdemsed consolidated financial
statements, estimates are used for, but not linbitestock-based compensation, allowance for datbtfcounts, accruals for chargebacks,
returns and other allowances, allowance for inugnddsolescence, valuation of derivative liabitiallowances for contingencies and
litigation, deferred tax valuation allowance, ahd tiepreciable lives of fixed assets. Actual restduld differ from those estimates.

Credit Concentration

The Company’s customers are primarily pharmaceutmapanies, wholesale distributors, chain drugestoand group purchasing
organizations.




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

DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - cont’ d.
Credit Concentration — cont'd.

During the three months ended June 30, 2013, tustemers represented 41%, 21%, and 7% of netuegenespectively. During the six
months ended June 30, 2013, the same three custoepeesented approximately 25%, 15%, and 14%taoenrenues, respectively. As of
June 30, 2013, accounts receivable from thesemestototaled $5,007,910. During the three montdeédune 30, 2012, three customer:
represented 35%, 29%, and 4% of net revenues,atbaglg. During the six months ended June 30, 2@42 same three customers
represented approximately 24%, 19%, and 7% ofenetrues, respectively.

Vendor Concentration

During the three months ended June 30, 2013, tiep@oy purchased approximately 28% of total costgoofls sold from three suppliers.
During the six months ended June 30, 2013, the @ompurchased approximately 35% of total costsoofdg sold from three suppliers.
As of June 30, 2013, amounts payable to these isuppbtaled $176,757. During the three months érddee 30, 2012, the Company
purchased approximately 80% of total costs of g@mdd from three suppliers. During the six monthdexl June 30, 2012, the Company
purchased approximately 62% of total costs of g@mdd from three suppliers.

Revenue Recognition

Revenue is recognized for product sales upon pasdirisk and title to the customer, when estimatediscounts, rebates, promotional
adjustments, price adjustments, returns, chargebackl other potential adjustments are reasonadérmdinable, collection is reasonably
assured, and the Company has no further perfornarliggtions. These estimates reduce gross revaaue revenues in the
accompanying unaudited condensed consolidatedrsate of operations, and are presented as cuiabilities or reductions in accounts
receivable in the accompanying unaudited condeosesblidated balance sheets.

Cash and Cash Equivalents

For purposes of the accompanying unaudited condarmesolidated Statements of Cash Flows, the Coynpamsiders all highly liquid
instruments with maturities of three months or lesm the date of purchase to be cash equival@ditgiterest bearing and non-interest
bearing accounts are guaranteed by the FDIC u@36,800. The Company may maintain cash balancesdess of FDIC coverage.
Management considers this to be a normal busimngss r

In conjunction with the Merger, the Company acatiirestricted cash, which will be paid out in sattdfon of certain severance liabilities
assumed in the Merger (Note 2).

10




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

1. DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — cont’ d.
Accounts Receivable

The Company extends credit to customers on an uregtbasis. The Company uses the allowance methaavide for doubtful accounts
based on management’s evaluation of the colledtabil accounts receivable, whereby the Companyiges an allowance for doubtful
accounts equal to the estimated uncollectible atsolianagement’s estimate is based on historideamn experience and a review of
the current status of trade accounts receivable.ddmpany determines trade receivables to be dglimtgvhen they are greater than 30
days past due. Receivables are written off whendetermined that amounts are uncollectible. Mansnt determined that no allowance
for doubtful accounts was necessary as of Jun2@®B and December 31, 2012.

Accruals for Chargebacks, Returns and Other Allowaes

The Company’s generic and branded product reveangetypically subject to agreements with custorafsving chargebacks, product
returns, administrative fees, and other rebategpamupt payment discounts. The Company accruethése items at the time of sale and
continually monitors and re-evaluates the accraaladditional information becomes available. Thenany makes adjustments to the
accruals at the end of each reporting period,fteateany such updates to the relevant facts amdigistances.

The following table summarizes activity in the vala sheet for accruals and allowances for the sixths ended June 30, 2013 and 2012,

respectively:
Administrative Prompt
Fees and Oth Payment
Chargeback Returns Rebate: Discounts
Balance at January 1, 20 $ 566197 $ 410,99 $ 230,57 $ 241,84(
Accruals/adjustment 12,182,82 853,30° 850,61¢ 430,54¢
Credits taken against reserve (13,002,41) (914,531 (552,93) (449,19)
Balance at June 30, 2013 $ 484238 $ 349,760 $ 528,25: $ 223,19.
Administrative Prompt
Fees and Oth Payment
Chargeback Returns Rebate: Discounts
Balance at January 1, 20 $ 3,680,833 $ 252,04 $ 238,19! $ 166,43
Accruals/adjustment 9,708,95! 291,60: 493,94! 323,91
Credits taken against reserve (8,767,11) (245,05)) (473,67:) (247,66))
Balance at June 30, 2012 $ 462267 $ 298,59( $ 258,46t $ 242,68t
Inventories

Inventories consist of raw materials, packagingemals, work-inprogress, and finished goods. Inventories aredstdtéhe lower of cost
net realizable value. The Company values inversbistandard cost. The Company reviews and adjtestdard costs periodically and its
inventory, as valued, approximates weighted avecage

11




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

DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - cont’ d.
Property and Equipment

Property and equipment are recorded at cost. Exjpeesl for repairs and maintenance are chargegpense as incurred. Depreciation is
recorded on a straight-line basis over estimatetulfives as follows:

Buildings and improvemen 20-40 years
Machinery, furniture and equipme 3-10 years

Construction in progress includes the cost of goctibn and other direct costs attributable todbestruction, along with capitalized
interest, if any. Depreciation is not recorded onstruction in progress until such time as thetass® placed in service. During the six
months ended June 30, 2013 and the year ended Decé&m, 2012, there was no material interest dag@thinto construction in progress.

Depreciation expense for the three-month periode@dune 30, 2013 and 2012 totaled $134,023 art] B32, respectively. Depreciation
expense for the six-month periods ended June 3B aAd 2012 totaled $266,129 and $256,279, respdcti

Management reviews long-lived assets for impairmérgnever events or changes in circumstances iedicat the carrying amount of an
asset may not be recoverable. Recoverability ofahg-lived asset is measured by a comparisoneotéiirying amount of the asset to
future undiscounted net cash flows expected todoeiated by the asset. If such assets are corgittebe impaired, the impairment to be
recognized is measured by the amount by whichdhgiog amount of the assets exceeds the estinfitechlue of the assets. Assets held
for disposal are reportable at the lower of theytag amount or fair value, less costs to sell. Bigegment determined that no assets were
impaired and no assets were held for disposal dared 30, 2013 and December 31, 2012.

Income Taxes

The Company uses the asset and liability meth@tobunting for income taxes. Deferred tax assetdiahilities are determined based on
differences between the financial reporting andbases of assets and liabilities and are measusirg the enacted tax rates and laws tha
are expected to be in effect when the differencesapected to reverse. The effect on deferredsagts and liabilities of a change in tax
rates is recognized in the period that such taxehainges are enacted. The measurement of a def@xrasset is reduced, if necessary, by
a valuation allowance if it is more likely than ribat some portion or all of the deferred tax assknot be realized. For interim periods,
the Company recognizes an income tax provisiondfi@mased on its estimated annual effective tag expected for the entire year.

12
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ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - cont’ d.
Income Taxes — cont'd.

Management uses a recognition threshold and a mezasent attribute for the financial statement redtbgm and measurement of tax
positions taken or expected to be taken in a taxmeas well as guidance on derecognition, clesdibn, interest and penalties and
financial statement reporting disclosures. For ¢hosnefits to be recognized, a tax position mushbee-likely-than-not to be sustained
upon examination by taxing authorities. The Compla&y not identified any uncertain income tax posgithat could have a material
impact on the financial statements. The Compasyligect to taxation in various jurisdictions anchaéns subject to examination by tax
jurisdictions for the years 1998 and all subseqpenibds due to the availability of net operatingd carryforwards.

The Company recognizes interest and penalties @d@n any unrecognized tax exposures as a compohierome tax expense. The
Company did not have any amounts accrued reladimgtérest and penalties as of June 30, 2013 acdrbleer 31, 2012.

The Company considers potential tax effects resyftiom discontinued operations and records intnaegl tax allocations, when those
effects are deemed material.

Income (Loss) per Share

Basic income (loss) per share is calculated byddig net income (loss) less preferred stock divitdelny the weighted-average number of
shares of common stock outstanding during the gerio

For periods of netincome, and when the effectsiatanti-dilutive, diluted earnings per shareamputed by dividing net income by the
weighted-average number of shares of common stotstanding plus the impact of all potential diletitcommon shares, consisting
primarily of stock purchase warrants and commonkstiptions, using the treasury stock method.

For periods of net loss, diluted loss per shamaisulated similarly to basic loss per share bestius impact of all dilutive potential
common shares is anti-dilutive due to the net lesse

13




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

1. DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - cont’ d.
Income (Loss) per Share — cont'd.

The number of anti-dilutive shares, consisting t#s8 C Special stock, common stock options, andants exercisable for common stock
(and prior to the Merger, warrants exercisablepf@ferred stock, convertible debt, and convertiskferred stock), which have been
excluded from the computation of diluted loss gere for the three-month periods ended June 3@ and 2012, were 253,420 and
80,224, respectively. The number of anti-dilutibai®s, consisting of Class C Special stock, comsbark options, and warrants
exercisable for common stock, (and prior to the dderwarrants exercisable for preferred stock, edible debt, and convertible prefer
stock), which have been excluded from the companatf diluted loss per share for the six-month gegiended June 30, 2013 and 2012,
were 250,646 and 51,205, respectively.

As of June 30, 2013, the Company had 38,270 constoak options and 125,624 warrants exercisabledormon stock outstanding.
Stock Splits

In July 2013, the Company's Board of Directors stodkholders approved a resolution to effect afoneix reverse stock split of the
Company's common stock and Class C Special statknsicorresponding change to the par value. Thabeu of authorized shares of
common stock, Class C Special stock and blank chesfierred stock was reduced proportionally. Comstogk and Class C Special st
numbers for all periods presented have been adjusteospectively to reflect the one-for-six revessock split.

Redeemable Convertible Preferred Stock

The carrying value of the Company’s redeemable edible preferred stock was increased by the aicecref any related discounts and
accrued but unpaid dividends so that the carrymgunt would equal the redemption amount at thesdhte stock became redeemable.
The Company’s Series A, B, C and D preferred steak redeemable at the option of the holders, sutgemrtain additional
requirements. All of the Company'’s Series D prefdrstock was exchanged for shares of BioSante constock and all of the
Company'’s Series A, B and C preferred stock weneead in conjunction with the Merger (Note 2).

Segment Information

The Company currently operates in a single busisegment.

Recent Accounting Pronouncements

The Company has evaluated all issued and unadégtslinting Standards Updates and believes the mhopt these standards will not
have a material impact on its results of operatifinancial position, or cash flows.
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ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

2. BUSINESS COMBINATION
Summary

On June 19, 2013, BioSante acquired ANIP in astaltk, tax-free reorganization. The Company is atiey under the leadership of the
ANIP management team and the board of directarensprised of two former directors from BioSante &md former ANIP directors.

BioSante issued to ANIP stockholders shares of &S common stock such that the ANIP stockholdersed 57 percent of the
combined company’s shares outstanding, and thesioBioSante stockholders owned 43 percent. In imdditmmediately prior to the
Merger, BioSante distributed to its then currentkholders contingent value rights (“CVRjjoviding payment rights arising from a fut

sale, transfer, license or similar transaction{spiving BioSante’s LibiGeP (female testosterone gel).

The Merger was accounted for as a reverse acguigtirsuant to which ANIP was considered the aoggientity for accounting purpos
As such, ANIP's historical results of operationslaee BioSante's historical results of operatiamsafl periods prior to the Merger.
BioSante, the accounting acquiree, was a pharmaatabmpany focused on developing high value, cahi-needed products. ANIP
entered into the Merger to secure additional chaitd gain access to capital market opportunitiea public company.

The results of operations of both companies wilifeduded in the Company’s financial statementsalbperiods after completion of the
Merger.

Transaction Costs

In conjunction with the Merger, the Company incdregoproximately $6.6 million in transaction costhich were expensed in the periods
in which they were incurred. Costs incurred throdghe 30, 2013, include:

Category
Legal fees $ 1,166,89
Accounting fees 118,37-
Consulting fee: 99,44¢
Monitoring and advisory fee 390,00(
Transaction bonuse 4,501,36
Other 311,07

Total transaction cos $ 6,587,15!

Of the total expenses, $928,695 was incurred apdresed in 2012 and $5,658,460 was incurred anchegpen the six months ended J
30, 2013.
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ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

BUSINESS COMBINATION - cont'd.
Purchase Consideration and Net Assets Acquired
The fair value of BioSante’s common stock usedatednining the purchase price was $1.22 per sttzgelosing price on June 19, 2013.

The fair value of the vested BioSante stock optiwas not material. The following presents the pralary allocation of the purchase
consideration to the assets acquired and liatsldggsumed on June 19, 2013:

Fair value of BioSante shares outstanc $ 29,795,13
Estimated fair value of vested BioSante stock aystio -
Total purchase considerat $ 29,795,13
Assets acquire

Cash and cash equivalel $ 18,197,44
Restricted cas 2,260,101
Teva license intangible as: 10,900,00
Other tangible asse 79,26
Deferred tax assets, r -
Goodwill 1,838,30!
Total asse 33,275,11

Liabilities assumei
Accrued severanc 2,964,96:
Other liabilities 515,01
Total liabilities 3,479,97!
Total net assets acquil $ 29,795,13

The above allocation of the purchase price is baped certain preliminary valuations and other ysed that have not been completed as
of the date of this filing. Any changes in the estted fair values of the net assets recorded feibtisiness combination upon the
finalization of more detailed analyses of the fagtd circumstances that existed at the date dfaneaction will change the allocation of
the purchase price. As such, the purchase prioeaibns for this transaction are preliminary eats, which are subject to change within
the measurement period. Any subsequent changhbe fmutchase allocation that are material will bigisted retrospectively.

The Teva license will be amortized on a straighé-Ibasis over its estimated useful life of 11 ye@odwill, which is not tax deductible
since the transaction was structured as a taxefxebange, is considered an indefinite-lived assétralates primarily to intangible assets
that do not qualify for separate recognition.

Former BioSante operations did not generate angna or expense from the acquisition date througk 30, 2013.
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ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

BUSINESS COMBINATION - cont'd.
Pro Forma Condensed Combined Financial Informationunaudited)

The following unaudited pro forma condensed combifreancial information summarizes the results pém@tions for the periods indica
as if the Merger had been completed as of Jany&91R. Pro forma information reflects adjustmentating to (i) elimination of the
interest on ANIP’s senior and convertible debj},élimination of monitoring and advisory fees pagato two ANIP investors, (iii)
elimination of transaction costs, and (iv) amottii@a of intangibles acquired. The pro forma amoutttshot purport to be indicative of the
results that would have actually been obtainelddfMerger had occurred as of January 1, 2012 onthg be obtained in the future.

Three months ended June Six months ended June :
2013 2012 2013 2012

Net revenue $ 6,151,563 $ 5,29557. $ 11,858,48 $ 10,236,37
Net loss $ (3,352,01) $ (6,922,84) $ (4,870,43) $  (16,655,47)
ACCOUNTS RECEIVABLE

Accounts receivable consist of the following as of:

June 30, December 31,
2013 2012

Accounts receivable, gro $ 12,011,33 $ 11,556,51
Adjustments for chargebacks and other allowances (5,583,82) (6,124,10)

Accounts receivable, r $ 6,427,500 $ 5,432,40

INVENTORIES

Inventories consist of the following as of:

June 30, December 31,
2013 2012

Raw materials $ 1,313,28! $ 974,96
Packaging materia 586,83: 584,65
Work-in-progres: 107,75. 374,25
Finished goods 659,34: 890,68:
2,667,211 2,824,56
Reserve for excess/obsolete inventories (82,530 (14,879

Inventories, ne $ 2,584,681 $

2,809,68!

17




ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)
GOODWILL AND INTANGIBLE ASSETS
Goodwill
As a result of the Merger (Note 2), the Companyréed goodwill of $1,838,309. The Company condaatimpairment test of goodwill
on an annual basis as of October 31 of each ybarCbmpany also conduct tests if events occurroumistances change that would, m
likely than not, reduce the fair value of the Compaelow its carrying value. No such triggering mgewere identified during the period
from the date of the Merger to June 30, 2013 aatkfore no impairment loss was recognized as of 30n2013.
Intangible Assets

The components of net intangible assets are asifsil

June 30, 201 December 31, 201
Gross Carryin -~ Accumulated Gross Carryin - Accumulated ~ Amortization
Amount Amortization Amount Amortization Period
Acquired ANDA intangible asst $ 60,00 $ - $ 60,00 $ - 3 years
Reglan® intangible asse 100,00( (100,001) 100,00( (75,000 2 years
Teva license intangible asset 10,900,00 - - 11 years

$ 11,06000 $ (100,000 $ 160,000 $ (75,000

Intangible assets are stated at the lower of adfstiovalue, net of amortization using the straitile method over the expected useful lives
of the product rights, once the related productsrbte sell. Amortization expense was $12,500 frteof the three-month periods ended
June 30, 2013 and 2012. Amortization expense w988 for each of the six-month periods ended 302013 and 2012. Amortization
expense relating to the Teva license intangibletdss the period from date of the Merger to JuGe2913 was insignificant.

The Company tests for impairment of intangible tssae of October 31 of each year and when evertisaumstances indicate that the
carrying value of the assets may not be recoveraldesuch triggering events were identified duriihg period from the date of the Merger
to June 30, 2013 and therefore no impairment I@snacognized as of June 30, 2013.

Expected future amortization expense is as follows:

2013 $  495,45! (remainder of yea
2014 997,57
2015 1,010,91!
2016 1,010,911
2017 1,004,24.
2018 and thereafter 6,440,90!

Total$ 10,960,00
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ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

DISCONTINUED OPERATIONS

On September 17, 2010, the Company sold its operatiGulfport, Mississippi to a third-party. Thedaision to sell the Gulfport operation
was based on its historical underperformance atwtieg losses and the anticipated need for coatrfinancing from outside sources to
maintain ongoing operations.

As of June 30, 2013 and December 31, 2012, totdiaiglities associated with discontinued opemasiavere $366,390 and $370,766,
respectively, and consisted of balances due towsnendors of the discontinued operations. Thabdilies have been segregated from
continuing operations in the accompanying unauditetiensed consolidated balance sheets.

There were no gains or losses on the discontinpedations for the three-month periods ended Junp2CIB and 2012. The gains on
discontinued operations totaled $0 and $61,2570hiecome tax expense, for the six-month periatdeel June 30, 2013 and 2012,
respectively and have been segregated from congraperations in the accompanying unaudited coreteosnsolidated statements of
operations. During the six months ended June 312 2Be gain on discontinued operations consistedrous vendor settlements.

LINE OF CREDIT

Prior to June 2012, the Company had borrowings wadiee of credit agreement with a commercial EmdJnder the terms of a
forbearance agreement, amended in October 201 Cadimpany could borrow an amount equal to the lessere borrowing base, as
defined, or $3.5 million. Interest accrued at anusl rate of the Base Rate, as defined, plus 6l0%ddition, a usage fee equal to 0.75%
per annum of the unused facility and a managensenefiual to $9,000 per annum were assessed mohitigyine of credit was secured
substantially all of the Company’s assets. The diheredit and amended forbearance agreement exipirdune 2012 and all amounts
borrowed were repaid in full at that time.

In June 2012, the Company entered into a new revddan agreement with a commercial bank in thewarnof $5,000,000. The revolver
loan agreement bore interest daily at the gredt@y bIBOR plus 5%, or (ii) 6%, and was secureddupstantially all of the Company’s
assets. In addition, a usage fee equal to 0.375%npeim of the unused facility and a managemen¢édeel to $18,000 per annum were
assessed monthly. Under the agreement, the Compasiyequired to maintain a minimum fixed chargeerage ratio of 1.1 to 1.0,
calculated by dividing (a) (i) earnings before e, taxes, depreciation and amortization (EBITDES} (ii) unfinanced capital
expenditures, by the sum of cash paid for (b)h@@riest and (ii) monitoring and advisory fees (Nb@. Also, the Company was requirec
generate at least $800,000 in EBITDA measured toailang four-quarter basis. Restrictive covenaayplied to, among other things,
research and development expenditures, additi@rad,Imergers or consolidations, and sales ofasBeé Company was not in
compliance with certain covenants as of DecembgefB12. The Company subsequently obtained a wéioer its lender, the loan
covenants were revised, and the revolver loan livag increased to $6.0 million.
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ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

LINE OF CREDIT - cont’d.

Beginning in 2013, the Company was required to taainra minimum fixed charge coverage ratio of .1.0. Also beginning in 2013, t
Company was required to generate at least $22508BITDA during the three-month period ending MaR1, 2013, $450,000 in
EBITDA during the six month period ending June 3013, $675,000 in EBITDA during the nine month pdrending September 30,
2013, and $900,000 in EBITDA for the year endeddpeiger 31, 2013 and for every quarterly period tféee measured on a trailing four-
quarter basis. Restrictive covenants applied tarather things, additional liens, mergers or otidations, and sales of assets. In the
event of early termination, the Company was reqltioepay a prepayment fee of $180,000 if termimatiocurred in the first year,
$120,000 if termination occurred in the second yaad $60,000 if termination occurred after theoselcyear but prior to the last day of
term. As of December 31, 2012, $4,065,307 was anditg on the revolver, at an effective interest od 6.0%. The revolver loan was
repaid in full in June 2013.

STOCK-BASED COMPENSATION

All options are granted under the ANI Pharmaceigjdac. Amended and Restated 2008 Stock Inceftiae (the “2008 Plan”). As of
June 30, 2013, 200,604 shares of the Company’s constock remained available for issuance unde2@i®8 Plan.

During the three and six-month periods ended JOn2@&L3, the Company did not grant any options utite2008 Plan. Options to
purchase an aggregate 67,093 shares of the Conspamy'mon stock expired and were cancelled duriagttee and six-month periods
ended June 30, 2013. No options were exercisedglthie three and six-month periods ended June(3(.2

No warrants were granted or exercised during theetand si-month periods ended June 30, 2C

INCOME TAXES

The Company has no current tax provision due toutsent and accumulated losses, which resulttroperating loss carryforwards. The
utilization of the net operating loss carryforwamday be limited in future years as prescribed bgtiSe 382 of the US Internal Revenue
Code. Based upon the historical losses and unosrtai future taxable income, management has feberved for the net operating loss
carryforwards balance as of June 30, 2013 and Dieee81, 2012.

COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company leases equipment under operating |8asesxpire in May 2017. The Company also lea$isecspace under operating
leases that expire in beginning in February 20idujh July 2018. Future minimum lease paymentsuthger these leases total $536,720
as of June 30, 2013.

Rent expense for the three months ended June 38,&@ 2012 totaled $10,271 and $2,392, respegtiReint expense for the six months
ended June 30, 2013 and 2012 totaled $14,397 af8X4espectively.
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ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

10. COMMITMENTS AND CONTINGENCIES - cont'd.
Monitoring and Advisory Fees

The Company was required to pay monitoring andsatyifees to two investors. A total of $433,956 &66,000 is included in other
expense in the accompanying unaudited condensexbliaated statements of operations for the threatimperiods ended June 30, 2013
and 2012, respectively. A total of $483,956 and,890 is included in other expense in the accompanyhaudited condensed
consolidated statements of operations for the sixtmperiods ended June 30, 2013 and 2012, regplycii hese fees were paid quarterly
in advance on the first business day of each calequaiarter.

Included in the amounts above and in conjunctiai tie Merger, the Company paid additional monitprand advisory fees totaling
$390,000 to the same two investors (Note 2). Ugnmpietion of the Merger, the Company’s obligatiorpy monitoring and advisory
fees was terminated.

Government Regulation

The Companys products and facilities are subject to regulakigm number of federal and state governmental@genThe Food and Dri
Administration (“FDA”), in particular, maintains oversight of the formubaiti manufacture, distribution, packaging and ladzedf all of th
Company’s products. The Drug Enforcement Adminigira(*"DEA”) maintains oversight over the Compasyroducts that are conside
controlled substances.

Unapproved Products

Certain of the Company’s generic products are niackevithout approved New Drug Applications (“NDAGJ Abbreviated New Drug
Applications (“ANDA”"). During the three-month peds ended June 30, 2013 and 2012, net revenudsefe products totaled $1,765,257
and $1,538,538, respectively. During the six-mgugtiods ended June 30, 2013 and 2012, net revémugrese products totaled
$3,286,587 and $2,664,086, respectively.

The FDA's policy with respect to the continued neithg of unapproved products is stated in the FD@eéptember 2011 compliance
policy guide,Marketed New Drugs without Approved NDAs or ANDAsder this policy, the FDA has stated that it fallow a risk-

based approach with regard to enforcement againbktnapproved products. The FDA evaluates whéth@itiate enforcement action on
a case-by-case basis, but gives higher priorignforcement action against products in certaingmates, such as those marketed as
unapproved drugs with potential safety risks ot thek evidence of effectiveness. The Company betig¢hat so long as it complies with
applicable manufacturing and labeling standardsHDA will not take action against it under theremt enforcement policy. There can be
no assurance, however, that the FDA will contirhig policy or not take a contrary position with danglividual product or group of
products. If the FDA were to take a contrary positithe Company may be required to seek FDA appfovéhese products or withdraw
such products from the market.
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ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

10. COMMITMENTS AND CONTINGENCIES - cont'd.
Unapproved Products — cont'd.

In addition, one group of products that the Comparayufactures on behalf of a contract customeraikated by that customer without an
FDA-approved NDA. If the FDA took enforcement actiagainst such customer, the customer may be eztjtorseek FDA approval for
the group of products or withdraw them from the ke&rThe Company’s contract manufacturing reverfioethe group of unapproved
products for the three-month periods ended Jun@@IB and 2012 was $759,780 and $160,468, respbctivhe Company’s contract
manufacturing revenues for the group of unapprgweducts for the six-month periods ended June B032nd 2012 was $1,224,204 and
$403,958, respectively.

The Company receives royalties on the net salesgobup of contraatanufactured products, which are marketed by tinéract custome
without an FDA-approved NDA. If the FDA took enferoent action against such customer, the customgbmeequired to seek FDA
approval for the group of products or withdraw thigam the market. The Company’s royalties on thiesa¢es of these unapproved
products for the three-month periods ended Jun@IB and 2012 was $105,600 and $62,053, resplctiiee Company'’s royalties on
the net sales of these unapproved products fasixaemonth periods ended June 30, 2013 and 2012085,273 and $131,424,
respectively.

In October 2012, the Company received a telephalieerjuesting a meeting with the FDA represengatifrom the Minneapolis district
the FDA to discuss continued manufacturing andidigion of the Opium 10mg/mL Solution 118mL protl¢®Opium Tincture”), which
is a nonNDA Product. That meeting was held on October 2822by conference telephone call and included FE&#easentatives from tl
Office of Compliance at the Center for Drug Evaloatand Research. Counsel to the Company sertea fetthe FDA on November 9,
2012 in support of the Company’s position. Althodlie FDA confirmed receipt of this letter, the Camp has received no further
response thereto. If the FDA were to make a detetioin that the Company could not continue to®eium Tincture as an unapproved
product, the Company would be required to seek BPproval for such product or withdraw such prodtmin the market. If the Compa
determined to withdraw the product from the market, Company’s net revenues for generic pharmaradyiroducts would decline
materially, and if the Company decided to seek Fipfroval, it would face increased expenses andtmiggd to suspend sales of the
product until such approval is obtained, and tla@eeno assurances that the Company would recedheaqproval.
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ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

10. COMMITMENTS AND CONTINGENCIES - cont'd.
Shareholder Class Action and Derivative Lawsuits

On February 3, 2012, a purported class action lawss filed in the United States District Court fbe Northern District of Illinois under
the caption Thomas Lauria, on behalf of himself alhdthers similarly situated v. BioSante Pharmuicals, Inc. and Stephen M. Simes
naming the Company and its former President anéf@hiecutive Officer, Stephen M. Simes, as defetdddarhe complaint alleges that
certain of the Company’s disclosures relating tefficacy of LibiGel® and its commercial potential were false and/or eaiding and the
such false and/or misleading statements had tleetedf artificially inflating the price of the Corapy’s securities resulting in violations of
Section 10(b) of the Exchange Act, Rule 10b-5 amctiSn 20(a) of the Exchange Act. Although a sulitsaitly similar complaint was filed
in the same court on February 21, 2012, such canipleas voluntarily dismissed by the plaintiff irpAl 2012. The plaintiff seeks to
represent a class of persons who purchased the &orssecurities between February 12, 2010 anddkee 15, 2011, and seeks
unspecified compensatory damages, equitable amgmrctive relief, and reasonable costs, exped @&l attorneydees on behalf of sur
purchasers. Management believes the action is uiitmerit and intends to defend the action vigorpu®in November 6, 2012, the
plaintiff filed a consolidated amended complainh December 28, 2012, the Company and Mr. Simes fiiletions to dismiss the
consolidated amended complaint. Briefing on thedefnts’ motion to dismiss in the district courtdsnplete On July 1, 2013, the lllino
state court judge granted defendants’ motionssmigis, without prejudice, and gave plaintiffs udtily 31, 2013 to file an amended
complaint. On August 1, 2013, the Company was i by plaintiff's counsel that they do not inté¢odile an amended complaint and
instead will request an order dismissing the cadth, prejudice, after which the plaintiffs will ceiter whether to appeal to the lllinois
court of appeals.

On May 7, 2012, Jerome W. Weinstein, a purportedkstolder of the Company, filed a shareholder @eire action in the United States
District Court for the Northern District of Illineiunder the caption Weinstein v. BioSante Pharntaeds, Inc. et al., naming the
Company’s directors as defendants and the Compaaynaminal defendant. A substantially similar ctaim was filed in the same court
on May 22, 2012 and another substantially simitanplaint was filed in the Circuit Court for Cook @wy, lllinois, County Department,
Chancery Division, on June 27, 2012. The suits gaiyerelated to the same events that are the stibfethe class action litigation
described above. The complaints allege breachiduafiary duty, abuse of control, gross mismanag#raed unjust enrichment as causes
of action occurring from at least February 201@tigh December 2011. The complaints seek unspecifiethges, punitive damages, ¢
and disbursements and unspecified reform and ingonewnts in the Company’s corporate governance dachal control procedures. On
September 24, 2012, the District Court consolidétedwo cases before it and on November 20, 20&2plaintiffs filed their consolidate
amended complaint. On November 27, 2012, the pffiaiimtthe action pending in lllinois state couitefl an amended complaint. On
January 11, 2013, the defendants filed a motiatigmiss the amended complaint in the action penigif@jstrict Court, and on January
18, 2013, the defendants filed a motion to disrtissamended complaint in the action pending indik state court. Briefing on these
motions is complete and the parties await the Gorutings.

23




10.

11.

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

COMMITMENTS AND CONTINGENCIES - cont'd.
Shareholder Class Action and Derivative Lawsuits €ont'd.

The lawsuits are in their early stages; and, tlogegimanagement is unable to predict the outcontieedawsuits and the possible loss or
range of loss, if any, associated with their resofuor any potential effect the lawsuits may hanehe Company’s operations. Depending
on the outcome or resolution of these lawsuitsy ttould have a material effect on the Company’saguens, including its financial
condition, results of operations, or cash flows.adeounts have been accrued related to these lavesudf June 30, 2013.

Other Commitments and Contingencies

All manufacturers of the drug Regl&rand its generic equivalent metoclopramide, inclgdire Company, are facing allegations from
plaintiffs in various states claiming bodily injes as a result of ingestion of metoclopramidesobiand name Regléhprior to the FDA's
February 2009 Black Box warning requirement. Thenfany has been named and served in 85 separatéatmisdncluding three in
Pennsylvania, nine in New Jersey, and 73 in Califgrcovering 2,934 plaintiffs in total. In Augu&®12, the Company was dismissed with
prejudice from all New Jersey cases. Managemergiders the Company’s exposure to this litigatiobédimited due to several factors:
(2) the only generic metoclopramide manufacturethieyCompany prior to the implementation of the FD&arning requirement was an
oral solution introduced after May 28, 2008; (2 thompany’s market share for the oral solution avasry small portion of the overall
metoclopramide market; and (3) once the Comparmgived a request for change of labeling from the FDAubmitted its proposed
changes within 30 days, and such changes werecudistty approved by the FDA. At the present timapnagement is unable to asses:
likely outcome of the remaining cases. The Compaimsurance company has assumed the defense afdttisr. In addition, the
Company’s insurance company renewed the Compagduct liability insurance on September 1, 284d 2012 with absolute exclusi
for claims related to Regldhand metoclopramide. Management cannot provide asses that the outcome of these matters will ne¢ ha
an adverse effect on its business, results of tipas financial condition and cash flow. Furthermdike all pharmaceutical
manufacturers, the Company in the future may besegh to other product liability claims, which collarm its business, results of
operations, financial condition and cash flow.

FAIR VALUE DISCLOSURES

Fair value is the price that would be received ftbm sale of an asset or paid to transfer a ligtalssuming an orderly transaction in the
most advantageous market at the measurement dat€ AAP establishes a hierarchical disclosure fraamkwvhich prioritizes and ranks
the level of observability of inputs used in measyfair value.

The inputs used in measuring the fair value of @aghcash equivalents are considered to be leinehdcordance with the three-tier fair
value hierarchy. The fair market values are basepesiod-end statements supplied by the varioukand brokers that held the majority
of the Company’s funds. The fair value of shortrtdinancial instruments (primarily accounts recéiea prepaid expenses, accounts
payable, accrued expenses, borrowings under ligeedit, notes payable, and other current liabgitiapproximate their carrying values
because of their short-term nature.
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ANI PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

11. FAIR VALUE DISCLOSURES - cont'd.

The Company’s CVRs (Note 2) are classified asliitds and are measured at fair value using levap8ts. The fair value of CVRs was
estimated using the present value of managemenjeqgtion of the expected payments pursuant taetmas of the CVR agreement. The
present value of the liability was calculated usandjscount rate of 15%. The Company determineiithigafair value of the CVRs, and the
changes in such fair value, was not material aioé 30, 2013 and for the period from the datb@Merger to June 30, 2013.

ANIP’s stock purchase warrants were classifiedeasdtive liabilities and were measured at faiweatising level 3 inputs. The fair value
of stock purchase warrants was determined usingastep process which included valuing ANIP’s eguising both market and
discounted cash flow methods, and then apportiotiiagvalue, using an equity allocation model,doteof ANIP' classes of stock. The
models required the use of unobservable inputs asdair value of the ANIP’s common and preferrextls, expected term, anticipated
volatility, future interest and interest rates, esigd cash flows and the number of outstanding command preferred shares as of a future
date. The Company determined that the fair valub®®ANIP stock purchase warrants as of the datkeoMerger, and the changesin s
fair value for the period from December 31, 201#h date of the Merger, was not material. The Abtitk purchase warrants were
canceled in conjunction with the Merger (Note 2).

The Company has no other financial assets andiliebithat are measured at fair value. The Compas/no nonfinancial assets or
liabilities that are measured at fair value.
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Item 2. Management’s Discussion and Analysis &inancial Condition and Results of Operations

The following Management'’s Discussion and Analgsisinancial Condition and Results of Operationsd be read in conjunction with the
unaudited condensed consolidated financial statésremd the accompanying notes thereto includedaim IPItem 1 of this Form 10-Q
quarterly report. This discussion contains forwdodking statements, based on current expectatiodsrelated to future events and the
Company'’s future financial performance, that inwotisks and uncertainties. The Company’s actualltssnay differ materially from those
anticipated in these forward-looking statementsiassult of many important factors, including thes forth under “Risk Factors” in the
Company'’s annual report on Form 10-K for the yeaded December 31, 2012, and in Part I, Item 1fAhis quarterly report.

OVERVIEW

ANI Pharmaceuticals, Inc. (the “Company”) is aremrated specialty pharmaceutical company develgpiagufacturing and marketing
branded and generic prescription pharmaceutiaalsvd facilities with combined manufacturing, pagkey and laboratory capacity totaling
173,000 square feet, the Company manufacturesolidldose products, as well as liquids and topjdatluding narcotics and those that must
be manufactured in a fully contained environmerd ttutheir potency and/or toxicity. The Companyaierforms contract manufacturing for
other pharmaceutical companies.

The Company's established product portfolio coasitboth branded and generic pharmaceuticalsydir):

Generic Products Branded Products
Opium Tincture Cortenemé®
Fluvoxamine Maleate Tablets Reglan® Tablets

Esterified Estrogen with Methyltestosterone Tak
Hydrocortisone Enem
Metoclopramide Syru

The Company's business strategy is to utilize asufacturing assets to develop and market nichergepharmaceuticals, focusing on
products in pain management (narcotics), anti-aafmeolytics), women's health (hormones and stis)oias well as complex formulations,
including extended release and combination prodiittsse areas of focus reflect the Company's dpmzlamanufacturing experience and
capabilities and offer a large number of attractii@he generic product opportunities.

The Company considers a variety of criteria in dateing which products to develop, all of whichlirdnce the level of competition upon
product launch. These criteria include:

« Formulation Difficulty. Potent, extended release, combination and low @ogaaglucts.

« Patent Status.Existing patent protection, if any, time remainbogpatent expiration, and existing patent challenge

« Market Size.Current and expected market size at launch baséarecasted price erosion upon conversion fromdedrio generic
ricing.

. grofitgPotential. Availability and cost of active pharmaceutical iedients combined with forecasted market share.

« Manufacturing. Ability of the Company to manufacture in its owrifdies.

« Competition. Existing and expected competitors.
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GENERAL

The following table sets forth, for all periods ioated, items in the Company's unaudited condeosesolidated statements of operations as «
percentage of net revenues:

Three months Six months
ended June 30, ended June 30,
2013 2012 2013 2012

Net revenue 100.(% 100.(% 100.(% 100.(%
Operating Expenses
Cost of sales (exclusive of depreciation and arnatitn) 34.1% 40.% 37.% 39.71%
Salaries and benefi 92.¢% 21.&% 59.5% 22.2%
Freight 1.2% 1.7% 1.2% 1.€%
Research and developmt 7.1% 4.(% 6.2% 4.%
Selling, general and administrati 23.1% 17.€% 21.2% 17.(%
Depreciation and amortization 2.0% 2.1% 2.5% 2.£%
Operating (Loss) Income from Continuing Operations -61.4% 11.5% -28.8% 11.8%
Interest expens -6.1% -9.€% -4.C% -11.5%
Other expens -7.C% -1.(% -4.1% -1.C%
Income tax benefit -% -% -% 0.4%
Net (Loss) Income from Continuing Operations -74.5% 0.7% -36.% -0.2%
Gain on discontinued operations, net of tax -% -% -% 0.€%
Net (Loss) Income -74.5% 0.7% -36.£% 0.2%

The following table summarizes the Company's resaflbperations for the periods indicated:

Three months endec Six months endec
June 30, June 30,

2013 2012 2013 2012
Net revenue $ 6,15153 $ 5186,79 $ 11,71344 $ 10,013,59
Operating Expenses
Cost of sales (excl. of depr. and amc 2,098,54! 2,118,92. 4,437,07 3,970,60.
Salaries and benefi 5,713,50 1,128,85 6,970,57. 2,224,76!
Freight 72,77 88,07: 142,77 162,19.
Research and developmt 437,18 209,87! 733,56¢ 488,07t
Selling, general and administrati 1,457,84! 914,00 2,510,44: 1,704,89!
Depreciation and amortization 146,52 140,63 291,12¢ 281,27!
Operating (Loss) Inc. from Cont. Ops. $ (3,77483) $ 586,42: $ (3,372,11) $ 1,181,78
Interest expens (374,479 (501,009 (466,90:) (1,157,91)
Other expens (433,95 (50,000 (483,95 (99,400
Income tax benefit - - - 40,38(
Net (Loss) Income from Cont. Ops $ (4,583,26) $ 35,42 $ (4,322,97) $ (35,149
Gain on discontinued operations, net of tax - - - 61,25’
Net (Loss) Income $ (4,583,26) $ 35,42: $ (4,322,97) $ 26,11«
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RESULTS OF OPERATIONS FOR THREE MONTHS ENDED JUNE 3013 AND 2012

Net Revenues

Three months ended

June 30,
2013 2012 Change % Change
Generic pharmaceutical produs $ 282928 $ 258327 $ 246,00¢ 9.5%
Branded pharmaceutical produ 1,114,47 547,57 566,90: 103.5%
Contract manufacturin 1,809,32! 1,958,89! (149,57() -7.€%
Contract services and other income 398,45! 97,047 301,40t 310.%
Total Net Revenues $ 615153 $ 5186,79: $ 964,74 18.€%

The Company has historically derived substantiallyf its revenues from sales of generic and bedngharmaceutical products, contract
manufacturing, and contract services. Contractisesvncludes product development services forrgitiecontract customers, laboratory
services for existing contract customers wheredtsesvices are billed separately from contract rfeanturing, and royalties on net sales of
certain contract manufactured products.

Net revenue for the thr-month period ended June 30, 2013 was $6.2 mitlmnpared to $5.2 million for the same period in20n increase
of $965,000, or 18.6%, compared to the same p@ni@012, primarily as a result of the following fars:

Net revenues for generic pharmaceutical products 2.8 million during the thr-month period ended June 30, 2013, an increase
9.5% compared to $2.6 million for the same perio8012. The primary reasons for the increase weneh share gains on Opium
Tincture and Fluvoxamine Maleate tablets. As dégctin Note 10 in the notes to the unaudited coseficonsolidated financial
statements included in Part I, Item 1 of this FA®rQ quarterly report, the Company markets cedaimeric products, including
Opium Tincture, without FDA-approved New Drug Amgations (“NDA”). The Company's combined net revenior these products
for the thre-month periods ended June 30, 2013 and 2012 weBandillion and $1.5 million, respectivel

Net revenues for branded pharmaceutical produats $& 1 million during the thr-month period ended June 30, 2013, an increase
103.5% compared to $548,000 for the same peri@12. The primary reason for the increase was highi¢ sales of Reglafi

tablets. Higher unit sales of Cortene® contributed to the increase to a lesser ex

Contract manufacturing revenues were $1.8 milliorirdy the three-month period ended June 30, 20#i8ceease of 7.6% compared
to $2.0 million for the same period in 2012, duelécreased orders from contract manufacturing meste during the period. As
described in Note 10 in the notes to the unauditettlensed consolidated financial statements indlid®art I, Item 1 of this Form
10-Q quarterly report, the Company contract martufas a group of products on behalf of a custombkich are marketed by that
customer without an FDA-approved NDA. The Compangistract manufacturing revenue for the group @fpmoved products for
the thre-month periods ended June 30, 2013 and 2012 was@Band $160,000, respective
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« Contract services and other income were $398,08@glthe three-month period ended June 30, 2018)@ease of 310.6% from
$97,000 for the same period in 2012, due to ineeéses charged to contract manufacturing custorAsrdescribed in Note 10, in
the notes to the unaudited condensed consolidataddial statements included in Part I, Item 1hi§ form 10-Q quarterly report, the
Company receives royalties on the net sales obapyof contract-manufactured products, which areketad by the customer without
an FDA-approved NDA. The Company's royalties onrteesales of these unapproved products for tleethonth periods ended Ju
30, 2013 and 2012 were $106,000 and $62,000, rixsplgc

Cost of Sales (Exclusive of Depreciation and Amogation)

Three months endec
June 30,
2013 2012 Change % Change
Cost of sales (excl. depr. and amort.) $ 209854 $ 211892 $ (20,382) -1.C%

Cost of sales consists of direct labor, includirnofacturing and packaging, active pharmaceutigakidients (“API1”), excipients and
packaging components. Cost of sales does not iaaegreciation and amortization expense, whicbpsited as a separate component of
operating expenses on the Company's statemenfedtmns.

For the three-month period ended June 30, 2018 o€asles decreased by $20,000 or 1.0% from thregzeriod in 2012. Cost of sales as a
percentage of net revenues decreased to 34.1%gdberthree-month period ended June 30, 2013 fi@®P4 during same period in 2012,
primarily as a result of a favorable shift in protimix toward higher margin products, as well asrdases in the costs of raw materials for
Opium Tincture, Fluvoxamine Maleate tablets, antbffsed Estrogen with Methyltestosterone tablets.

The Company sources the raw materials for its prtsjincluding APls, from both domestic and intéiovaal suppliers. Generally, only a sin
source of APl is qualified for use in each prodieg to the costs and time required to validatecarsgsource of supply. Changes in API
suppliers usually must be approved by the FDA, ticign take 18 months or longer. As a result, the@my is dependent upon its current
vendors to reliably supply the APIs required fogoimg product manufacturing. During the three-maguehiod ended June 30, 2013, the
Company purchased 28% of total costs of sales ftwae suppliers. As of June 30, 2013, amounts payalihese suppliers totaled $177,000.

Each year, the Company must submit a request tDithg Enforcement Agency (“DEA”) for a quota to phase the amount of APl needed to
manufacture Opium Tincture. Without an approvedtgdimm DEA, the Company would not be able to pasehAPI from its supplier. As a
result, the Company is dependent upon the DEA mualfy approve a sufficient quota of API to supptbg continued manufacture of Opium
Tincture.

Other Operating Expenses

Three months ended

June 30,
2013 2012 Change % Change
Salaries and benefi $ 571350 $ 1,12885 $  4,584,64 406.1%
Freight 72,77 88,07: (15,29%) -17.%
Research and developmt 437,18« 209,87! 227,30 108.2%
General and administrati 1,457,84! 914,00: 543,84 59.5%
Depreciation and amortization 146,52: 140,63 5,884 4.2%
Total Other Operating Expenses $ 782783 $ 248144 $  5,346,38 215.5%
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Other operating expenses consist of salaries amefit® outbound freight, research and developroests, selling, general and administrative
expenses, and depreciation and amortization.

For the three-month period ended June 30, 2018y ojperating expenses increased to $7.8 milliom f@.5 million for the same period in
2012, an increase of $5.3 million, or 215.5%, prifgas a result of the following factors, whicteatescribed in further detail in the
Company’s proxy statement/prospectus filed withSBC on May 8, 2013 under “Management of the Coetbi@ompany following the
Merger — Certain Relationships and Related Trammatand “Executive Compensation — Transactioni&oAgreements and Related
Agreements”:

« Salaries and benefits increased from $1.1 mill@®3.7 million, primarily as a result of non-casénsaction bonuses paid to the
Compan’s executives upon completion of the Merger. Themamsation expense resulting from these bonusdeddtd.5 million.

« Research and development expenses increased frbdr0HD to $437,000, due to timing differences iodoict development schedules
between the period

« Selling, general and administrative expenses iseérom $914,000 to $1.5 million, primarily aseault of expenses incurred relat
to the Merger

Other Expenses

Three months endec

June 30,
2013 2012 Change % Change
Interest expens $ 374,47¢ $ 501,00 $ (126,521 -25.2%
Other expense 433,95¢ 50,00( 383,95t 767.<%
Total Other Expenses $ 808,43: $ 551,00 $ 257,43 46.71%

Other expenses consist of interest expense assoeigh the Company's revolving line of credit astured subordinated convertible notes
other non-operating expenses including monitorimg advisory fees payable to certain of the Compainyestors.

For the three-month period ended June 30, 2018r etkpenses increased to $808,000 from $551,000émame period in 2012, an increase
of $257,000, or 46.7%, primarily as a result of fiblllowing factors, which are described in furtiietail in the Company’s proxy
statement/prospectus filed with the SEC on Maydd,32under “Management of the Combined Companyiétig the Merger — Certain
Relationships and Related Transactions” and “Exee@ompensation — Transaction Bonus Agreementskatated Agreements”:

« Interest expense decreased from $501,000 to $37498@ result of the conversion in June 2012 aifaliNIP’s subordinated debt to
Series D convertible preferred stock. This redunctias partially offset by an early termination éaal accelerated amortization of
deferred loan costs incurred upon repayment in 2048 of the Compar's revolving line of credit in connection with theekger.

« Other expense increased from $50,000 to $434,0a0esult of payments totaling $390,000 to certdithe Company’s investors for
overall management, deal structuring, financialisaty and due diligence services in connection WithMerger
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RESULTS OF OPERATIONS FOR THE SIX MONTHS ENDED JURE& 2013 AND 2012

Net Revenues

Six months ended

June 30,
2013 2012 Change % Change
Generic pharmaceutical produs $ 549285 $ 455785 $ 935,00: 20.5%
Branded pharmaceutical produ 1,979,37 867,68: 1,111,69 128.1%
Contract manufacturin 3,549,58! 4,168,06. (618,477 -14.&%
Contract services and other income 691,62 419,99! 271,62 64.7%
Total Net Revenues $ 11,71344 $ 10,01359 $  1,699,85 17.(%

Net revenue for the smonth period ended June 30, 2013 was $11.7 milanpared to $10.0 million for the same period@i2 an increase
of $1.7 million, or 17.0%, compared to the samequkin 2012, primarily as a result of the followifartors:

Net revenues for generic pharmaceutical products %8&.5 million during the s-month period ended June 30, 2013, an increase of
20.5% compared to $4.6 million for the same peipa012. The primary reasons for the increase weakket share gains on Opium
Tincture and Fluvoxamine Maleate tablets. As désctin Note 10 in the notes to the unaudited coselgonsolidated financial
statements included in Part I, Item 1 of this F&®rQ quarterly report, the Company markets cedaimeric products, including
Opium Tincture, without FDA-approved NDAs. The Cang's combined net revenues for these producthéosix-month periods
ended June 30, 2013 and 2012 were $3.3 millior&nd million, respectively

Net revenues for branded pharmaceutical produate $20 million during the s-month period ended June 30, 2013, an increase o
128.1% compared to $868,000 for the same peri@®12. The primary reason for the increase was highi¢ sales of Reglafi

tablets. Higher unit sales of Cortene® contributed to the increase to a lesser e.

Contract manufacturing revenues were $3.5 milliorirdy the sixmonth period ended June 30, 2013, a decrease&¥lgbmpared t
$4.2 million for the same period in 2012, due tordased orders from contract manufacturing custemheting the period. As
described in Note 10 in the notes to the unauditeitlensed consolidated financial statements indliud®art I, Item 1 of this Form
10-Q quarterly report, the Company contract martufas a group of products on behalf of a custombich are marketed by that
customer without an FDA-approved NDA. The Compangistract manufacturing revenue for the group @fpmoved products for
the si>-month periods ended June 30, 2013 and 2012 was$llié¢h and $404,000, respective
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« Contract services and other income were $692,08@glthe six-month period ended June 30, 2013narease of 64.7% from
$420,000 for the same period in 2012, due to ismedees charged to contract manufacturing cuskmsrdescribed in Note 10 in
the notes to the unaudited condensed consolidataddial statements included in Part I, Item 1hi§ Form 10-Q quarterly report, the
Company receives royalties on the net sales obapyof contract-manufactured products, which areketad by the customer without
an FDA-approved NDA. The Company's royalties onrteesales of these unapproved products for thensixth periods ended June
30, 2013 and 2012 were $185,000 and $131,000, cteply.

Cost of Sales (Exclusive of Depreciation and Amogation)

Six months endec
June 30,
2013 2012 Change % Change
Cost of sales (excl. depr. and amort.) $ 4,437,071 $ 3,970,600 $ 466,47. 11.7%

For the six-month period ended June 30, 2013, afastles increased by $466,000 or 11.7% from theegaeriod in 2012. Cost of sales as a
percentage of net revenues decreased to 37.9%gdbtarsix-month period ended June 30, 2013 from%uring same period in 2012,
primarily as a result of a favorable shift in pratimix toward higher margin products, as well asrdases in the costs of raw materials for
Opium Tincture, Fluvoxamine Maleate tablets, anteffsed Estrogen with Methyltestosterone tablets.

During the six-month period ended June 30, 2018Qbmpany purchased 35% of total costs of sal@s finoee suppliers.

Other Operating Expenses

Six months endec

June 30,
2013 2012 Change % Change
Salaries and benefi $ 697057 $ 2,224,761 $ 4,745,811 213.2%
Freight 142,77 162,19. (19,419 -12.(%
Research and developmt 733,56 488,07t 245,48 50.2%
General and administratiy 2,510,44: 1,704,89! 805,55: 47.2%
Depreciation and amortization 291,12¢ 281,27¢ 9,85( 3.5%
Total Other Operating Expenses $ 10,64848 $ 4,861,200 $ 5,787,28 119.19%

For the six-month period ended June 30, 2013, atherating expenses increased to $10.6 million #dm® million for the same period in
2012, an increase of $5.8 million, or 119.1%, priftgas a result of the following factors, whicteatescribed in further detail in the
Company’s proxy statement/prospectus filed withSBC on May 8, 2013 under “Management of the Coetbidompany following the
Merger — Certain Relationships and Related Trammastand “Executive Compensation — TransactioniofAgreements and Related
Agreements”:

« Salaries and benefits increased from $2.2 mill@&#.0 million, primarily as a result of non-casénsaction bonuses paid to the
Compan's executives upon completion of the Merger. Thepamsation expense resulting from these bonusdeddd.5 million.

« Research and development expenses increased fi@8r0H0 to $734,000, due to timing differences iodoict development schedules
between the period

« Selling, general and administrative expenses iseérom $1.7 million to $2.5 million primarily asresult of expenses incurred
relating to the Merge
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Other Expenses

Six months endec

June 30,
2013 2012 Change % Change
Interest expens $ 466,90. $ 1,157,917 $ (691,010 -59.7%
Other expense 483,95¢ 99,40( 384,55 386.%
Total Other Expenses $ 950,85¢ $ 1,257,31 $ (306,45, -24.4%

For the six-month period ended June 30, 2013, akeenses decreased to $951,000 from $1.3 miltiothE same period in 2012, a decrease
of $306,000, or 24.4%, primarily as a result of filleowing factors, which are described in furttietail in the Company’s proxy
statement/prospectus filed with the SEC on Maydd,3under “Management of the Combined Companyieiig the Merger — Certain
Relationships and Related Transactions” and “Exee@ompensation — Transaction Bonus AgreementdfRatated Agreements”:

« Interest expense decreased from $1.2 million to/®0D as a result of the conversion in June 20! af ANIP’s subordinated debt
to Series D convertible preferred stock. This réidncwas partially offset by an early terminati@efand accelerated amortization of
deferred loan costs incurred upon repayment in 2048 of the Compar’'s revolving line of credit in connection with theskger.

« Other expense increased from $99,000 to $484,0a0esult of payments totaling $390,000 to certdithe Company’s investors for
overall management, deal structuring, financialisaty and due diligence services in connection WithMerger

Gain on Discontinued Operations

Six months endec
June 30,

2013 2012 Change % Change
Gain on discontinued operations, net of tax $ - $ 61,257 $ (61,257 -100.(%

Gain on discontinued operations consists of revamaeexpenses associated with the Company's ogeareilnter pharmaceutical products
operation in Gulfport, Mississippi. This operatiwas sold in September 2010.

For the six-month period ended June 30, 2012, &live @n discontinued operations resulted primaribyrf settlements with suppliers.

LIQUIDITY AND CAPITAL RESOURCES

The following table highlights selected liquiditpchworking capital information from the Company&ance sheets:
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June 30, December 31,

2013 2012
Cash and cash equivalel $ 12,594,922 $ 11,02¢
Restricted cas 2,260,101 -
Accounts receivable, n 6,427,501 5,432,40.
Inventories 2,584,68 2,809,68!
Prepaid expenses 251,76! 313,19:
Total Current Assets $ 24,11898 $  8,566,30
Accounts payabl $ 1,634,78 $  1,993,56
Accrued expense 1,039,39. 555,63!
Returned goods reser 349,76: 410,99:
Deferred revenu 46,71: 314,79:
Borrowings under line of cred - 4,065,30
Accrued compensatic 2,726,16 21
Current liabilities of discontinued operations 366,39( 370,76t
Total Current Liabilities $ 6,16321 $ 7,711,08

At June 30, 2013, the Company had $12.6 millioarirestricted cash and cash equivalents. At DeceBhe2012, the Company had $11,000
in unrestricted cash and cash equivalents and draxsglability of $935,000 under its then-existiimge of credit.

The Company believes that its financial resourcessisting of current working capital and anticgghfuture operating revenue, will be
sufficient to enable it to meet its working capitatjuirements for at least the next 12 months.

The following table summarizes the net cash anH egsiivalents provided by (used in) operating &étis, investing activities and financing
activities for the periods indicated:

Six months ended June 3i

2013 2012
Operating Activities $ (987,98) $ 555,89¢
Investing Activities $18,069,75 $  (69,09¢
Financing Activities $ (4,497,86) $ (367,18)

Net Cash Used In/Provided By Operations

Net cash used in operating activities was $988f60the six months ended June 30, 2013 compar&836,000 provided by operatil

activities during the same period in 2012, an iaseein the use of cash of $1.5 million betweerprénds. This increase was due to changes |
current assets and current liabilities and chaimgaest loss. Increases in current assets and dsxgéa current liabilities (in each case a use of
cash) for the six-month period ended June 30, 20tEBed $1.6 million compared to $693,000 for thme period in 2012, an increase of
approximately $853,000 between the periods. Accoreteivable increased by $963,000 more in 2018iththe prior year. Accounts payable
and accrued expenses decreased by $429,000 an@@d26ore than in the prior year, respectively.SEhimcreased uses of cash were partiall
offset by inventory movement, which decreased 53200 in 2013 versus an increase of $588,000 12 28lso, the Company's net loss from
continuing operations, after adjusting for non-cespenses, increased by $696,000 between the period

Net Cash Used In/Provided By Investing Activities
Net cash provided by investing activities for theraonths ended June 30, 2013 was $18.0 millioincpgrally due to cash acquired in t

Merger, partially offset by capital expendituresidg the period. Net cash used in investing adgigitvas $69,000 during the same period in
2012,
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Net Cash Used In/Provided By Financing Activities

Net cash used in financing activities was $4.5ianilfor the six months ended June 30, 2013, rempfirimarily from the repayment in Ju
2013 of the Company'’s revolving line of credit imnnection with the Merger. Net cash used in finag@ctivities was $367,000 during the
same period in 2012, resulting primarily from teeayment of notes due to a supplier of the Compaghigcontinued operations.

CRITICAL ACCOUNTING POLICIES AND USE OF ESTIMATES

This Management's Discussion and Analysis of Firsu@@ondition and Results of Operations is basetherCompany's unaudited condensed
consolidated financial statements, which have Ipgepared in accordance with accounting principkrsegally accepted in the United States
(“US GAAP”). The preparation of these financialtstaents requires management to make estimatessanthptions that affect the reported
amounts of assets, liabilities, revenues and exgge3n an ongoing basis, management evaluatesdhisates and assumptions, including
those described below. Management bases its estroathistorical experience and on various oth&rraptions that it believes to be
reasonable under the circumstances. These estiaradeassumptions form the basis for making judgmabbut the carrying values of assets
and liabilities that are not readily apparent frother sources. Actual results and experiences rifi@y thaterially from these estimates.

Some of the estimates and assumptions managentetd heke under US GAAP require difficult, subjeetand/or complex judgments about
matters that are inherently uncertain and, aswtrestual results could differ from those estiezatDue to the estimation processes involved,
the following summarized accounting policies argirtlapplication are considered to be critical tdenstanding the Company's business
operations, financial condition and results of agpiens.

Revenue Recognition

Revenue is recognized for product sales upon pasdirisk and title to the customer, when estimafediscounts, rebates, promotional
adjustments, price adjustments, returns, chargebackl other potential adjustments are reasonadérmdinable, collection is reasonably
assured, and the Company has no further perforn@riggations. These estimates reduce gross revaaued revenues in the accompanying
unaudited condensed consolidated statements cditigres, and are presented as current liabilitiegductions in accounts receivable in the
accompanying unaudited condensed consolidated dmkireets.

Accruals for Chargebacks, Returns and Other Allowaes

The Companys generic and branded product revenues are typmaltlject to agreements with customers allowinggdtaacks, product retur
administrative fees, and other rebates and proangnpnt discounts. The Company accrues for theses it the time of sale based on the
estimates and methodologies described below. laglgeegate, these gross-to-net accruals exceedbgéheric and branded gross product
sales, reduce gross revenues to net revenues attloenpanying statements of operations, and asepted as current liabilities or reductions
in accounts receivable in the accompanying balaheets. The Company continually monitors and réduetes the accruals as additional
information becomes available, which includes, agnother things, updates to trade inventory levats@istomer product mix. The Company
makes adjustments to the accruals at the end bfreporting period, to reflect any such updatethéorelevant facts and circumstances.
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Chargebacks

Chargebacks, primarily from wholesalers, are thetrsignificant of the Company’s accruals. Chargkbaesult from arrangements the
Company has with indirect customers establishimgeprfor products which the indirect customer pasas through a wholesaler. Alternativ
the Company may pre-authorize wholesalers to sffecified contract pricing to other indirect cusem Under either arrangement, the
Company provides a chargeback credit to the whidefar any difference between the contracted priith the indirect customer and the
wholesaler's invoice price, typically Wholesale Aisition Cost (“WAC”).

Chargeback credits are calculated as follows:

Prior period chargebacks claimed by wholesaleraaatyzed to determine the actual average selliicg (*ASP”) for each product. This
calculation is performed by product by wholesa#8Ps can be affected by several factors such as:

« A change in customer mix;

« A change in negotiated terms with customers;

« A change in product sales mix;

« A change in the volume of off-contract purchasest a
« Changes in WAC.

As necessary, the Company adjusts ASPs based icipate#d changes in the factors above.

The difference between ASP and WAC is recordedeasame time the Company recognizes revenue fremrdduct sale, as a reduction in
both gross revenues and accounts receivable.

To evaluate the adequacy of its chargeback accii@l<Company obtains on-hand inventory counts fileenwholesalers. The inventory counts
are multiplied by the chargeback amount (the diifiee between ASP and WAC) to arrive at total exqeefiiture chargebacks, which is then
compared to the chargeback accruals. The Companrtinoally monitors chargeback activity and adjus&Ps when it believes that actual
selling prices will differ from current ASPs.

Returns

Consistent with industry practice, the Company t@éis a return policy that allows customers tonefroduct within a specified period prior
to and subsequent to the product expiration dad@e@lly, product may be returned for a period ieigig six months prior to its expiration
date to up to one year after its expiration datee Tompany's product returns are settled througlsuance of a credit to the customer.
Management's estimate for returns is based updristerical experience with actual returns. Whilets experience has allowed for reasonable
estimation in the past, history may not always ta@ecurate indicator of future returns. Managensentinually monitors its estimates for
returns and makes adjustments when it believesatitatl product returns may differ from the esti#d accruals.
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Administrative Fees and Other Rebates

Administrative fees or rebates are offered to wsallers, group purchasing organizations and indaestomers, consistent with pharmaceutice
industry practice. The Company accrues for feesrabdtes, by product by wholesaler, at the timsatd based on contracted rates and ASPs.

To evaluate the adequacy of its administrativeafeeruals, the Company obtains on-hand inventorytsoiilom wholesalers. This inventory is
multiplied by the ASPs to arrive at total expedhetire sales, which is then multiplied by contractates. The result is then compared to the
administrative fee accruals. The Company contigualbnitors administrative fee activity and adjusésaccruals when it believes that actual
administrative fees will differ from the accruals.

Prompt Payment Discounts

Sales discounts are granted for prompt paymentré$erve for sales discounts is based on invoigetamding. The Company assumes that,
based on past experience, 100% of available digsautl be taken.

The following table summarizes activity in the rada sheet for accruals and allowances for the sirtmperiods ended June 30, 2013 and
2012, respectively:

Accruals for Chargebacks, Returns and Other Allowaes

Administrative Prompt

Fees and Oth Payment

Chargeback Returns Rebate: Discounts
Balance at January 1, 20 $ 566197 $ 410,99: $ 230,57 $ 241,84(
Accruals/adjustment 12,182,82 853,30 850,61¢ 430,54¢
Credits taken against reserve (13,002,41) (914,53f) (552,93) (449,19)
Balance at June 30, 2013 $ 484238 $ 349,76. $ 528,25 $ 223,19:
Balance at January 1, 20 $ 3,680,83 $ 252,04 $ 238,19 $ 166,43
Accruals/adjustment 9,708,95! 291,60: 493,94! 323,91
Credits taken against reserve (8,767,11) (245,05) (473,679 (247,66))
Balance at June 30, 2012 $ 462267 $ 298,59( $ 258,46t $ 242 68!

Accounts Receivable

The Company extends credit to customers on an uregdasis. The Company uses the allowance methmatide for doubtful accounts
based on management’s evaluation of the colledtabil accounts receivable whereby the Company igiessan allowance for doubtful
accounts equal to the estimated uncollectible atsollanagement’s estimate is based on historideaimn experience and a review of the
current status of trade accounts receivable. Thep2aoy determines trade receivables to be delingueen greater than 30 days past due.
Receivables are written off when it is determineat emounts are uncollectible. Management deteihtinet no allowance for doubtful
accounts was necessary as of June 30, 2013 andnberc8&1, 2012.
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RECENT ACCOUNTING PRONOUNCEMENTS

In February 2013, the Financial Accounting Stand@&dard (“FASB”) issued guidance related to addéiaeporting and disclosure of
amounts reclassified out of accumulated other cehmasive income (“OCI”). Under this new guidanaanpanies will be required to disclose
the amount of income or loss reclassified out of @&ach respective line item on the income statérwhere net income is presented. The
guidance allows companies to elect whether to as&cthe reclassification either in the notes tditencial statements, or on the face of the
income statement. This update is effective for ahand interim reporting periods for fiscal yeaegimning after December 15, 2012. The
adoption of this standard did not have a matemglaict on the Company’s results of operations, lagls or financial position.

In July 2012, the FASB issued accounting guidancgrplify the evaluation for impairment of indefilived intangible assets. Under the
updated guidance, an entity has the option of fiesforming a qualitative assessment to determimether it is more likely than not that an
indefinite-lived intangible asset is impaired bef@roceeding to the quantitative impairment testennwhich it would calculate the asset'’s fair
value. When performing the qualitative assessntkeatentity must evaluate events and circumstamezgsiay affect the significant inputs used
to determine the fair value of the indefinite-livielangible asset. This guidance is effective famwal and interim impairment tests performed
for fiscal years beginning after September 15, 2&82ly adoption is permitted. The adoption of #t@mndard did not have a material impact ot
the Company’s results of operations, cash flowgnancial position.

CONTRACTUAL OBLIGATIONS AND OFFBALANCE SHEET ARRANGEMENTS

As of June 30, 2013 and 2012, the Company did ae¢ lany off-balance sheet arrangements, as defineem 303(a)(4)(ii) of Regulation &-
promulgated by the SEC.

ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

At times the Company may invest in United Stateagury notes, government asset backed securitiesosporate bonds, all of which are
exposed to interest rate fluctuations. The intezasbted on these investments may vary based dndkimns in the market interest rate.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedur

The management of the Company has carried out@nation, under the supervision and with the pgaiton of the Company’s principal
executive officer and principal financial officer, the effectiveness of the design and operatiadh@fCompany’s disclosure controls and
procedures (as defined in Rules 13a-15(e) and B%el} Linder the Securities Exchange Act of 1934nasnded (the “Exchange Act”)), as of
June 30, 2013. Based upon that evaluation, the @oygprincipal executive officer and principal finaalcdfficer concluded that, as of the
of the period covered by this report, the Compansslosure controls and procedures were effedtivansuring that information reported in
this quarterly report on Form 10-Q is (i) recordpadhcessed, summarized and reported within the pieneds specified in Securities and
Exchange Commission rules and forms and (ii) acdatad and communicated to the Company's managemehiging its principal executiv
officer and principal financial officer, as appr@te to allow timely decisions regarding requirésctbsure. In designing and evaluating the
Company’s disclosure controls and procedures, meaneagt recognized that any controls and procedowes)atter how well designed and
operated, can provide only reasonable assuranaeh@dving the desired control objectives.

Changes in Internal Control over Financial Reportm

The Company is currently integrating BioSante’s ANIP’s business processes and information systemsdinglinternal controls. This wo
began immediately upon completion of the Mergeraiiidcontinue throughout calendar year 2013.
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There were no changes in the Company’s internatabover financial reporting during the quarteded June 30, 2013 that have materially
affected, or are reasonably likely to materiallfeaf, the Company'’s internal control over finaneigborting.
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Part Il — OTHER INFORMATION

ltem 1. Legal Proceedings
Please refer to Note 1Gommitments and Contingencign the notes to the unaudited condensed consadfidatencial statements included in
Part I, Item 1 of this Form 10-Q quarterly reporthich is incorporated into this item by reference.

ltem 1A. Risk Factors

In addition to the other information set forth mstreport, careful consideration should be takieth® factors described in the Company’s mosit
recent annual report on Form 10-K for the fiscaryended December 31, 2012 under the heading FRaftem 1A. Risk Factors."Other thai
as described below, there has been no materiageharthose risk factors.

The Company has a history of losses and negativehddow, expects losses and negative cash flowotatioue for the foreseeable future ar
cannot offer any assurances that it will ever acteeprofitability.

The Company has never been profitable, has an adated deficit of $53.1 million as of June 30, 2048d has not generated positive cash
flows from operations. To bridge the gap betweermees and operating and capital needs, the Conmnlgeen dependent on a variety of
financing sources, including the issuance of egsstyurities and convertible notes, and revolvingdiof credit.

The Company cannot guarantee that it will achiexféicsent revenues for profitability. Even if it hieves profitability, it cannot guarantee that
it can sustain or increase profitability on a gedytor annual basis in the future. If revenuesagnoore slowly than anticipated, or if operating
expenses exceed the Company’s expectations or chearagjusted accordingly, then the Company’s lassinresults of operations, financial
condition and cash flows will be materially and arbely affected.

The Company’s anticipated revenue growth and pralfitlity, if achieved, is dependent upon the Companghbility to develop and/or license,
or otherwise acquire, and introduce new products atimely basis in relation to its competitors' gioct introductions, and to navigate the
regulatory hurdles before, during and after the itduction of its new products. The Company'’s faikito do so successfully could have a
material adverse effect on its business, finanglsition and results of operations.

The Company’s future revenues and profitabilityl @édpend, to an extent, upon its ability to suclidlysdevelop, license or otherwise acquire,
and commercialize, branded and generic pharmaeg¢ptioducts in a timely manner. Product developneeimtherently risky and time-
consuming. Likewise, product licensing involvesandmt risks including uncertainties due to mattieas may affect the achievement of
milestones, as well as the possibility of contrattlisagreements with regard to the supply of pcbtheeting specifications and terms such as
license scope or termination rights. The develograad commercialization process also requires aunkiat time, effort and financial
resources. The Company may not be successful imesaializing products on a timely basis, if at alhich could adversely affect its busine
financial position and results of operations.
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Before any new prescription drug product can beketad in the United States, marketing authorizagipproval is required by the United
States Food and Drug Administration (“FDA”). The@pess of obtaining regulatory approval to manufactind market branded and generic
pharmaceutical products is rigorous, time consumgngtly and largely unpredictable. The Company baynable to obtain requisite
approvals on a timely basis for branded or gem@oducts that it may develop, license or othenaisguire. Moreover, if the Company obtains
regulatory approval for a drug, it may be limitedharespect to the indicated uses and delivery ousttior which the drug may be marketed,
which in turn could restrict its potential market the drug. Also, for products pending approvat, Company may obtain raw materials or
produce batches of inventory to be used in bioexjeice testing, as well as in anticipation of thedpct's launch. In the event that regulatory
approval is denied or delayed, the Company coulexdpesed to the risk of this inventory becomingaddiz. The timing and cost of obtaining
regulatory approvals could adversely affect the Gany’'s product introduction plans, business, finanmosition and results of operations.

The approval process for generic pharmaceuticalymis often results in the FDA granting simultarefinmal approval to a number of generic
pharmaceutical products at the time a patent claima corresponding branded product or other magkelusivity expires. This often forces a
generic firm to face immediate competition wheimitoduces a generic product into the market. Addilly, further generic approvals often
continue to be granted for a given product subsaifoethe initial launch of the generic productesh circumstances generally result in
significantly lower prices, as well as reduced nr@sgfor generic products compared to branded prisddlew generic market entrants
generally cause continued price and margin erasien the generic product life cycle.

The Drug Price Competition and Patent Term Restoraict of 1984 (the “Hatch-Waxman Act”), providés a period of 180 days of generic
marketing exclusivity for each abbreviated new dapglication (“ANDA”") applicant that is first-to4# an ANDA containing a certification of
invalidity, non-infringement or unenforceabilitylaged to a patent listed with respect to a refezadrag product, commonly referred to as a
Paragraph IV certification. During this exclusivitgriod, which under certain circumstances mayeleired to be shared with other applicable
ANDA sponsors with Paragraph IV certifications, #FI2A cannot grant final approval to other ANDA spors holding applications for the
same generic equivalent. If an ANDA containing aalgeaph IV certification is successful and the agapit is awarded exclusivity, the
applicant generally enjoys higher market sharereetnues and gross margin for that product thiaaraise would be the case. However, an
ANDA sponsor's ability to obtain 180 days of genenarketing exclusivity may be dependent uponbtita to obtain FDA approval or
tentative approval within 30 months of the FDA'segtance of its ANDA. If the Company is unable ladn approval or tentative approval
within that time period, it may risk forfeiture sfich marketing exclusivity. Even if the Companyaitd FDA approval for its generic drug
products, if it is not the first ANDA applicant thallenge a listed patent for such a product, i loae significant advantages to a competitor
that filed its ANDA containing such a challenge eldame would be true in situations where the Comisarequired to share its exclusivity
period with other ANDA sponsors with Paragraph Brtifications. Such situations could have a maktaidaerse effect on the Company’s
ability to market that product profitably and os ltusiness, financial position and results of oj@na.

If the Company is unable to navigate its produetsugh all of the regulatory hurdles it faces itin@ely manner, its product introduction plans,
business, financial position and results of operaticould be materially adversely affected.

The FDA regulates and monitors all promotion andesiising of prescription drugs after approval. pibmotion must be consistent with the
conditions of approval and submitted to the ageRejlure to adhere to FDA promotional requiremeas result in enforcement letters,
warning letters, changes to existing promotionatemal, and corrective notices to healthcare pifesls. Promotion of a prescription drug
uses not approved by the FDA can have serious qarsees and result in lawsuits by private pariege governments and the federal
government, significant civil and criminal penadti@nd compliance agreements that require the amyrtpachange current practices and
prevent unlawful activity in the future.
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The Company's approved products may not achieveeeigd levels of market acceptance, which could haveaterial adverse effect on its
profitability, business, financial position and refts of operations

Even if the Company is able to obtain regulatorgrapals for its pharmaceutical products, the sucofshose products is dependent upon
market acceptance. Levels of market acceptangeréatucts could be impacted by several factorsufinly but not limited to:

« the availability of alternative products from ther@panys competitor:
« the price of the Company's products relative td tfidhe Company's competitc

« the timing of the Company's market en
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« the ability to market the Company's products effety to the retail level; ar
« the acceptance of the Company's products by govarnand private formularie

Some of these factors are not within the Compasoyisrol. Additionally, continuing studies of theoper utilization, safety and efficacy of
pharmaceutical products are being conducted binthestry, government agencies and others. Suclestughich increasingly employ
sophisticated methods and techniques, can calbjuéstion the utilization, safety and efficacy ofyjously marketed products. In some cases
studies have resulted, and in the future may rgsulbe discontinuance of product marketing oeottisk management programs such as the
need for a patient registry. These situations, hthwey occur, could have a material adverse etiadche Company's profitability, business,
financial position and results of operations.

Certain of the Company’s generic products are matee without approved New Drug Applications or Abbiated New Drug Applications
and the Company can offer no assurances that theA@ill not require the Company to seek approval filnese products or withdraw them
from the market. In either case, thCompany’s business, financial position and resuttsoperations could be materially adversely affette

Certain of the Company’s generic products are mackeithout approved New Drug Applications (“NDASS) Abbreviated New Drug
Applications (*“ANDAS"), specifically Esterified Esigen with Methyltestosterone and Opium Tincturariby the six months ended June 30,
2013 and 2012, combined net revenues for theseuptodvere $3.3 million and $2.7 million, respeciyve

The FDA's policy with respect to the continued nedirkg of unapproved products appears in the FD&geénber 2011 Compliance Policy
Guide, titled "Marketed New Drugs without Approvid®As or ANDAs." Under this policy, the FDA has sdtthat it will follow a risk-based
approach with regard to enforcement against marggetf such unapproved products. The FDA evaluatestiver to initiate enforcement action
on a case-by-case basis, but gives higher pritirignforcement action against products in certategories, such as those with potential safet
risks or that lack evidence of effectiveness. Wtiike Company believes that so long as it compliéls applicable manufacturing and labeling
standards, the FDA will not take action againsiitler the current enforcement policy, it can offerassurances that the FDA will continue
policy or not take a contrary position with anyiiidual product or group of products.

In October 2012, the Company received a telephaheerjuesting a meeting with the FDA represenégifrom the Minneapolis district of the
FDA to discuss continued manufacturing and distidsuof Opium Tincture, which is an unapproved proid That meeting was held on
October 25, 2012 by conference telephone call acldded FDA representatives from the Office of Cbamze at the Center for Drug
Evaluation and Research (“CDER”). Counsel to thenBany sent a letter to the FDA on November 9, 2@X2ipport of the Company’s
position. Although the FDA confirmed receipt ofghétter, the Company has received no further mespthereto. If, as a result of such
discussions or otherwise, the FDA were to maketerdenation that the Company could not continuselb Opium Tincture as an unapproved
product, the Company would be required to seek Bpproval for such product or withdraw such produmin the market. If the Company
determined to withdraw the product from the market, Companyg net revenues for generic pharmaceutical produatsd decline materially
and if the Company decided to seek FDA approvalpitld face increased expenses and might needsperd sales of the product until such
approval is obtained, and there are no assurahaethe Company would receive such approval.
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In addition, one group of products that the Compawayufactures on behalf of a contract customer baiséd on the sale of which the
Company receives royalties, is marketed by thaoousr without an FDA-approved NDA. If the FDA toekforcement action against such
customer, the customer may be required to seek &aphoval for the group of products or withdraw thigam the market, which could
materially adversely affect the Company’s contraehufacturing and royalty revenue. The Companyrgreat manufacturing revenues from
this group of unapproved products for the six merhded June 30, 2013 and 2012 were $1.2 millidrd04,000, respectively. The
Company’s royalties on the net sales of these unapg products for the six months ended June 303 20d 2012 were $185,000 and
$131,000, respectively.

The Company’s manufacture and distribution of drwghout approved NDAs or ANDAs could also resuliégal actions by private parties,
state governments or the federal government. Téwetities may allege that the Company has misreptedahe regulatory status of Esterified
Estrogen with Methyltestosterone and Opium Tinctesailting in the submission of false claims todied and state health care programs. Suc
legal actions could result in fines, penaltiesntwirsement, and legal settlements that could iedCompany going forward and materially
affect the Company’s ability to market these prdduas well as the profitability of the Company’simess, financial position and results of
operations.

The Company began its own product development pangtin 2011 and expects to spend a significant ambofresources on research and
development efforts that may not lead to succesgfalduct introductions. Failure to successfully imtduce products into the market could
have a material adverse effect on its businessafioial position and results of operations.

The Company conducts research and development filsittaenable it to manufacture and market appdogkarmaceuticals in accordance
with applicable regulations. As the Company developw products, its research expenses likely néiléase. Because of the inherent risk
associated with research and development effottseiindustry, the Company’s research and developexpenditures may not result in the
successful introduction of new pharmaceutical potslapproved by the FDA. Also, after the Compartynsits a marketing authorization
application for a generic product, the FDA may destandards and/or request that the Company cbadditional studies and, as a result,
Company may incur total research and developmesis ¢o develop a particular product in excess aititranticipated. Finally, the Company
cannot be certain that any investment made in deugy products will be recovered, even if it isee&sful in commercialization. To the extent
that the Company spends significant resources seareh and development efforts and is not ablenaitiély, to introduce successful new
products as a result of those efforts, its busirfasancial position and results of operations rhaymaterially adversely affected.

The Company is entirely dependent on periodic apfioby the Drug Enforcement Administration for theupply of the active
pharmaceutical ingredient needed to make Opium Tt and inability to obtain such approval would dece or eliminate revenues froi
the sale of Opium Tincture. In addition, the Compgiis subject to strict regulation by the Drug Enfogment Administration and is subject
to sanctions if it is unable to comply with relateédgulatory requirements.

The Drug Enforcement Administration (“DEAfggulates certain drug products containing corgdbdiubstances, such as opium, pursuant 1
US Controlled Substances Act (“CSA”). The CSA arEiiDregulations impose specific requirements on rfeaturers and other entities that
handle these substances including registratiooyd&eeping, reporting, storage, security and distion. Recordkeeping requirements include
accounting for the amount of product received, meactured, stored and distributed. Companies hagdaiontrolled substances also are
required to maintain adequate security and to tepmpicious orders, thefts and significant los$es. DEA periodically inspects facilities for
compliance with the CSA and its regulations. Failiw comply with current and future regulationshef DEA could lead to a variety of
sanctions, including revocation or denial of renegfdEA registrations, injunctions, or civil oriotinal penalties.
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In addition, each year, the Company must subnetjaest to the DEA for a quota to purchase the atmafuacctive pharmaceutical ingredient
needed to manufacture Opium Tincture. Without gireyed quota from DEA, the Company would not beablpurchase this ingredient frc
its supplier. As a result, the Company is entigdpendent upon the DEA to approve, on an annu#,lsguota of active pharmaceutical
ingredient that is sufficiently large to suppor ttontinued manufacture of Opium Tincture at letleds would maximize the Company’s
revenues or profits.
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The Company does not own or license any materiaiepds associated with its products, and its abitiyprotect and control unpatented
trade secrets, know-how and other technological avation is limited.

Generally, the branded pharmaceutical businesssrafion patent protection to ensure market exdtysor the life of the patent. The
Company does not own or license any material pa@sgociated with its products and therefore doeemjoy the same level of intellectual
property protection with respect to such produsts/auld a pharmaceutical manufacturer that makgiatented product. The Company has a
limited ability to protect and control trade sestétnow-how and other technological innovationodlvhich are unpatented. Others
independently may develop similar or better prapriginformation and techniques and disclose thabiigy. Also, others may gain access to
the Company’s trade secrets, and the Company miayenable to meaningfully protect its rights toutgpatented trade secrets. In addition,
confidentiality agreements and other measures roapnovide meaningful protection for the Comparty&le secrets in the event of
unauthorized use or disclosure of such informatiailure to protect and control such trade secketsw-how and innovation could harm the
value of the Company’s trade secrets, know-howathdr technological innovation.

The use of legal, regulatory and legislative strgies by competitors, both branded and generic, inthg "authorized generics" and
citizen's petitions, as well as the potential impac proposed legislation, may increase the Compargosts associated with the introduction
or marketing of the Company’s generic products, ¢dwalelay or prevent such introduction and/or coutdduce significantly the Company’s
profit potential. These factors could have a matdradverse effect on the Compé’'s business, financial position, results of operatis and
cash flows.

The Company’s competitors, both branded and gen#ftien pursue strategies to prevent or delay cditigpefrom generic alternatives to
branded products. These strategies include, butatriémited to:

« entering into agreements whereby other generic enmp will begin to market an authorized generigemeric equivalent of
a branded product, at the same time generic cotigpeinitially enters the marke

« launching a generic version of their own brandemtipct at the same time generic competition initialiters the marke
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« filing citizen's petitions with the FDA or otherg@latory bodies, including timing the filings sotashwart generic
competition by causing delays of the Com’s product approval:

« seeking to establish regulatory and legal obstahktswould make it more difficult to demonstratednjuivalence or meet
other approval requiremen

« initiating legislative and regulatory efforts taiit the substitution of generic versions of brangedrmaceuticals;
« filing suits for patent infringement that may delagulatory approval of many generic products;

« introducing "next-generation" products prior to thepiration of market exclusivity for the referemmeduct, which often
materially reduces the demand for the first gengriciuct for which the Company seeks regulatory ey,

« oObtaining extensions of market exclusivity by coctihg clinical trials of branded drugs in pediatpepulations or by other
potential methods

« persuading regulatory bodies to withdraw the appiro¥ branded name drugs for which the patentsoait to expire, thus
allowing the branded name company to obtain neertatl products serving as substitutes for the mtsduithdrawn; ani

» seeking to obtain new patents on drugs for whidkenigrotection is about to expire.

In the United States, some companies have lobbiedj@ss for amendments to the Hatch-Waxman Actibatd give them additional
advantages over generic competitors. For examipteumh the term of a company's drug patent cagxirended to reflect a portion of the time
an NDA is under regulatory review, some compan@sgetproposed extending the patent term by theafobunt of time spent in clinical trials
rather than by only one half of the time that isrently permitted.

If proposals like these were to become effective,Gompany’s entry into the market and its abtlitgjenerate revenues associated with new
products may be delayed, reduced or eliminated¢twbduld have a material adverse effect on itsnmssi, financial position, results of
operations and cash flows.

The Company faces significant uncertainty with resg to the litigation brought against it and othenanufacturers of metoclopramide and
cannot provide assurances that the outcome of thatter will not have an adverse effect on its findakposition, results of operations
and/or cash flows from operations. In addition, tti@ompany may be exposed to other product liabititgims in the future.

All manufacturers of the drug Regl&rand its generic equivalent metoclopramide, inclgdhre Company, are facing allegations from plais

in various states claiming bodily injuries as autesf ingestion of metoclopramide or its brand maReglar® prior to the FDA's February 20!
Black Box warning requirement. The Company has beened and served in 85 separate complaints, iimgjuldree in Pennsylvania, nine in
New Jersey, and 73 in California, covering 2,93miffs in total. In August 2012, the Company veismissed with prejudice from all Ne
Jersey cases. Management considers the Compamgsiee to this litigation to be limited due to sedactors: (1) the only generic
metoclopramide manufactured by the Company pridhéamplementation of the FDA's warning requireim&as an oral solution introduced
after May 28, 2008; (2) the Compasyharket share for the oral solution was a veryllgnogtion of the overall metoclopramide marketdg3)
once the Company received a request for changebefihg from the FDA, it submitted its proposedrdes within 30 days, and such changes
were subsequently approved by the FDA. At the pieti@e, management is unable to assess the likgigome of the remaining cases. The
Company'’s insurance company has assumed the deféttge matter. In addition, the Company’s inswaeompany renewed the Company’s
product liability insurance on September 1, 201d 28112 with absolute exclusions for claims relateReglar® and metoclopramide.
Management cannot provide assurances that theroatobthese matters will not have an adverse effedts business, results of operations,
financial condition and cash flow. Furthermoreglédl pharmaceutical manufacturers, the Comparlgdrfuture may be exposed to other
product liability claims, which could harm its bnsss, results of operations, financial conditiod eash flow.
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The Company may experience declines in the saldsme and prices of its products as the result oétbontinuing trend toward
consolidation of certain customer groups, such &g twholesale drug distribution and retail pharmaaydustries, as well as the emergence
large buying groups. These developments could haveaterial adverse effect on the Company's businéisgncial position, results of
operations and cash flows.

Consolidation among wholesale distributors, chairgdtores, and group purchasing organizationstdssted in a smaller number of
companies each controlling a larger share of phesemiécal distribution channels. For example, then@any's net revenues are concentrated
among three customers representing 25%, 15% andoi 4% revenues, respectively, during the six mesminded June 30, 2013. As of June
30, 2013, accounts receivable from these thre@mess totaled $5.0 million, or approximately 78%te Company's net accounts receivable.
Drug wholesalers and retain pharmacy chains, widphesent an essential part of the distributionnchigeneric pharmaceutical products,
have undergone, and are continuing to undergoifigsignt consolidation. This consolidation may resnlthese groups gaining additional
purchasing leverage and consequently increasingrtiuct pricing pressures facing the Company'sess. Additionally, the emergence of
large buying groups representing independent retairmacies and the prevalence and influence ohgehcare organizations and similar
institutions potentially enable those groups toaottprice discounts on the Company's products.rébelt of these developments may have a
material adverse effect on the Company's busifiessicial position, results of operations and cimivs.
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The Company has a limited number of manufacturingdilities producing a substantial portion of its pducts. Production at any one of
these facilities could be interrupted, which coubdve a material adverse effect on the Company’sibess, financial position, results of
operations and cash flows.

A substantial portion of the Company’s capacityvadl as its current production is attributable tinsited number of manufacturing facilities
and certain third party suppliers. During the siantihs ended June 30, 2013, the Company purchapedxapately 35% of total costs of goc
sold from three suppliers. A significant disrupt@nany one of the facilities within the Companiyiternal supply chain, even on a short-term
basis, whether due to a labor strike, failure scheacceptable agreement with labor and uniongraeguality or compliance observation, act
of God, civil or political unrest, or other evertsuld impair the Company’s ability to produce ahgpgproducts to the market on a timely basis
and, among other consequences, could subject tp&uy to exposure to claims from customers. Anthe$e events could have a material
adverse effect on the Company'’s business, finapoition, results of operations and cash flows.

Virtually all contracts for the supply of pharmateal products by the Company to customers corifaiture to supply” clauses. Under these
clauses, if the Company is unable to supply theestpd quantity of product within a certain perdigr receipt of a customer's purchase orde
the customer is entitled to procure a substitubelpct elsewhere and the Company must reimbursaistomer for the difference between the
Company’s contract price and the price the customaerforced to pay to procure the substitute prodihis difference can be substantial
because of the much higher spot price at whiclttistomer must cover its requirements, and canria f&xcess of the revenue that the
Company would otherwise have received on the date own product. The ability to produce and shigufficient quantity of product is
therefore critical to the Company.

The Company’s depends on a limited number of supgifor active pharmaceutical ingredients.

The Company'’s ability to manufacture and distribidiieg products is dependent, in part, upon ingrediand components supplied by others,
including entities based outside the United StaAay.disruption in the supply of these ingrediemt£omponents or any problems in their
quality could materially affect the Company’s afyilio manufacture and distribute drug product amald result in legal liabilities that could
materially affect the Company’s ability to realizefits or otherwise harm the Company’s busingasgyicial, and operating results. The
Company sources the raw materials for its produretdiding active pharmaceutical ingredients (“AFfom both 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. Changes in API suppliers musalligbe approved through a Prior Approval Supplentgrthe FDA. As the API typically
comprises the majority of a product's manufactwest, and qualifying an alternative is costly aimtetconsuming, API suppliers must be
selected carefully based on quality, reliabilitysapply and long-term financial stability.
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As described above, virtually all contracts for spply of pharmaceutical products by the Compargustomers contain "failure to supply"
clauses. The ability to source sufficient quanditsé active pharmaceutical ingredients for manufidcg is therefore critical to the Company.
For Opium Tincture, this ability to source adequategounts of raw material is in turn dependent @encfihiota set by the DEA. See also, "The
Company is entirely dependent on periodic apprbyahe DEA for the supply of the active pharmaamltingredient needed to make Opium
Tincture and inability to obtain such approval wbrgduce or eliminate revenues from the sale oti@piincture. In addition, the Company is
subject to strict regulation by the DEA and is gabjo sanctions if it is unable to comply withateld regulatory requirements."

Legislative or regulatory programs that may influea prices of pharmaceutical products could have atarial adverse effect on tr
Company’s business, financial position, resultsaferations and cash flows.

Current or future federal, state or foreign lawd eggulations may influence the prices of drugs, dmerefore, could adversely affect the prices
that the Company receives for its products. Fongla, programs in existence in certain stateserlthited States seek to set prices of all ¢
sold within those states through the regulation@hdinistration of the sale of prescription drugspansion of these programs, in particular
state Medicaid programs, or changes required imnveein which Medicaid rebates are calculated usdeh programs, could adversely affect
the prices the Company receives for its productscald have a material adverse effect on its mssinfinancial position, results of operations
and cash flows.
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The Company is subject to federal, state and Ideals and regulations, and complying with these n@use the Company to incur
significant costs

The pharmaceutical industry is subject to regutaby various federal authorities, including priradlp the FDA and, to a lesser extent, the
DEA, and state governmental authorities. The UdslefFal Food, Drug, and Cosmetic Act, the ControBetstances Act of 1970 and other
federal statutes and regulations govern or infleghe testing, manufacturing, packing, labelingrisg, record keeping, safety, approval,
advertising, promotion, sale and distribution af ompany’s products. Noncompliance with applicéddml and regulatory requirements can
have a broad range of consequences, including mgiteiters, fines, seizure of products, producélifectotal or partial suspension of
production and distribution, refusal to approve ND# other applications or revocation of approyadsviously granted, withdrawal of product
from marketing, injunction, withdrawal of licensessregistrations necessary to conduct businesgydisication from supply contracts with t
government, civil penalties, debarment and crimprakecution.

The Company'’s research, product development andifaeturing activities have involved the controliesk of hazardous materials, and the
Company may incur significant costs as a resuthefneed to comply with numerous laws and reguiatid®he Company is subject to laws anc
regulations enforced by the FDA, the DEA, and otleguulatory statutes including the Occupationak8aénd Health Act (“OSHA”), the
Environmental Protection Act, the Toxic Substan€estrol Act, the Resource Conservation and Recosetyand other current and potential
federal, state, local and foreign laws and regofetigoverning the use, manufacture, storage, hmandhd disposal of the Company’s products
materials used to develop and manufacture suctuptedand resulting waste products. For exampltaioeof the Company’s products,
including Esterified Estrogen with Methyltestoste@omust be manufactured in a fully contained emrirent due to their potency and/or
toxicity, and compliance with related OSHA requients is costly.

The Company cannot completely eliminate the riskaftamination or injury, by accident or as theutesf intentional acts, from these
materials. In the event of an accident, the Companyd be held liable for any damages that reanl, any resulting liability could exceed its
resources. The Company may also be required to gignificant costs to comply with environmentaliaand regulations in the future. The
Company is also subject to laws generally applieéblbusinesses, including but not limited to, faflestate and local regulations relating to
wage and hour matters, employee classification,dai@my healthcare benefits, unlawful workplace dismation and whistle-blowing. Any
actual or alleged failure to comply with any regdigda applicable to its business or any whidilewing claim, even if without merit, could res
in costly litigation, regulatory action or othern@ifarm the Company’s business, results of opesgtforancial condition, cash flow and future
prospects.
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Item 2. Unregistered Sales of Equity and Use of Proceeds

Total shares of the Company's common stock thaCtimpany has repurchased during each of the thoe¢hs ended June 30, 2013, as we
average price paid per share are as follows:

Total Number Approximate
Total of Shares Dollar Value of
Number of  Average Purchased as Partc Shares that May
Shares Price Paid Publicly Yet Be Purchased

Purchased® per Share Announced Progran Under the Program
April 1 through April 30, 201: - - - -
May 1 through May 31, 201 - -
June 1 through June 30, 2013 59,09 $ 7.32 - -

Total for April 1 - June 30, 2013 59,09 $ 7.32 - -

(1) In June 2013, the Company repurchased 59,093 shiaa@saverage price per share of $7.32. Thesesepied the value of employe
stock-based compensation share awards surrendereddfy shéir personal statutory income tax withholdaigigations.

Item 3. Defaults Upon Senior Securities
None.

Item 4. Mine Safety Disclosures
None.

ltem 5. Other Information
None.

Item 6. Exhibits

The exhibits listed in the Index to Exhibits, whishincorporated herein by reference, are file€uonished as part of this quarterly report on
Form 10-Q.
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SIGNATURES

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

ANI Pharmaceuticals, Inc.
(Registrant’

Date: August 9, 201! By: /s/ Arthur S. Przyby
Arthur S. Przyby
President an
Chief Executive Office
(Principal Executive Officer

Date: August 9, 201! By: /s/ Charlotte C. Arnoli
Charlotte C. Arnolc
Vice President an
Chief Financial Office
(Principal Financial Officer
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INDEX TO EXHIBITS

Exhibit No. Description

3.1 Articles of Incorporation, As Amended (incorated by reference to Exhibit 3.1 to the Companyisent report on
Form &K filed on July 18, 2013

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

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

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

101

101.INS XBRL Instance Documer

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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3.1

CERTIFICATE OF AMENDMENT OF
THE RESTATED CERTIFICATE OF INCORPORATION
OF BIOSANTE PHARMACEUTICALS, INC

BioSante Pharmaceuticals, Inc., a corporation argarand existing under and by virtue of the lafvthe State of Delaware (the
“Corporation”), pursuant to the provisions of ther@ral Corporation Law of the State of Delaware (IDGCL"), DOES HEREBY CERTIFY
that:

FIRST: The Board of Directors of the Corporatidme(tBoard of Directors”), at a meeting held on Ju#; 2013, duly adopted resolutions
setting forth proposed amendments of the Restatetifi€ate of Incorporation of the Corporation. Tiesolutions setting forth the proposed
amendments are substantially as follows:

RESOLVED, that Atrticle | of the Restated Certifieatf Incorporation of the Corporation, as amentbedamended in its entirety to state as
follows:

The name of the Corporation is ANI Pharmaceutidals,
RESOLVED FURTHER, that Article IV of the Restatedr€ficate of Incorporation of the Corporation im@nded as follows:
Article 1V is amended by replacing the first sergef the first paragraph of Article IV with:

Effective upon the later of (i) the filing with ti&ecretary of State of the State of Delaware af @ertificate of Amendment and (i)
5:01 p.m., Eastern Time, on July 17, 2013 (the é&ifre Time”), the aggregate number of sharesaufkstvhich the Corporation shall
have authority to issue is Thirty Five Million Sevelundred and Eighty One Thousand Two Hundred aghltyE Two (35,781,282)
shares, consisting of Thirty Three Million Threerdued Thirty Three Thousand Three Hundred and yRiour (33,333,334) shares
of common stock, $0.0001 par value (the “Commorti8io Seven Hundred and Eighty One Thousand Twoddeeh and Eighty One
(781,281) shares of class C special stock, $0.pa@@Yalue (the “Class C Special Stock”), and Onbidai Six Hundred and Sixty Six
Thousand Six Hundred and Sixty Seven (1,666,66a0eshof preferred stock, $0.0001 par value (theféred Stock”).

RESOLVED FURTHER, that Article IV of the Restatedr@ficate of Incorporation of the Corporation ime@nded as follows:
Article 1V is amended by adding the following aetbnd of the second paragraph of Article 1V:

Effective as of the Effective Time, each six (6ass of Common Stock of the Corporation issuedautstanding immediately prior
the Effective Time, shall automatically be reclfisdi, without any action on the part of the holtt@reof, into one fully paid and
nonassessable share of Common Stock, and ead) silkgres of Class C Special Stock of the Corpmrasisued and outstanding
immediately prior to the Effective Time, shall anatically be reclassified, without any action oa tlart of the holder thereof, into
one fully paid and nonassessable share of ClageeCia@ Stock, (the “Reverse SplitThe Corporation shall not issue fractional shi
to the stockholders entitled to a fractional ins¢ii@ a share of Common Stock or Class C SpeommkSssued pursuant to the Reverse
Split. In lieu of any fractional share of Commomn& to which a stockholder otherwise would be &aditis a result of the Reverse
Split, the Corporation shall pay a cash amount leipuiie fair value of the fractional share of CoomBtock as of the Effective Time
of the Reverse Split which shall be equal to a pripnal interest of the value of a whole sharesbasn the closing sale price of the
Common Stock on the NASDAQ Stock Market as of tffedEive Time. In lieu of any fractional share ofa€s C Special Stock to
which a stockholder otherwise would be entitle@ &ssult of the Reverse Split, the Corporationighat a cash amount equal to the
fair value of the fractional share of Class C SakSiock as of the Effective Time of the Reverskt 8ghich shall be equal to a
proportional interest of the value of a whole shzased on the closing sale price of a share of Camfatock on the NASDAQ Stock
Market as of the Effective Time minus $15.00.




RESOLVED FURTHER, that Article IV(3)(a) of the Rattd Certificate of Incorporation of the Corporatie amended as follows:
Article 1V(3)(a) is amended in its entirety to &tats follows:

Effective as of the Effective Time, a holder of §&aC Special Stock shall be entitled, in accordavittethe provisions hereof, to
acquire Common Stock of the Corporation as the samethen be constituted by tendering any of ttes€C Special Stock held and
registered in such holder’'s name together with |$80share as a result of the Reverse Split (therf@on Stock Purchase Price”) on
the basis of one share of Common Stock for eactesifaClass C Special Stock and $90 as a restitteoReverse Split. The purchase
right herein provided shall be exercised by noiiceriting given to the Corporation which noticeafifspecify the number of shares of
Class C Special Stock that the holder desiresve hpplied to the purchase price of Common Stdany shares of Class C Special
Stock are applied to the purchase of Common Stackuant to this paragraph, the holder of such shafr€lass C Special Stock shall
surrender the certificate or certificates reprasgrthe shares of Class C Special Stock so apmitite registered office of the
Corporation, or to the transfer agent of the Caaiion at the time of purchase together with cash agrtified cheque in the amount of
$90 per share of Common Stock being acquired, lsa€orporation shall thereupon issue to such haleeificates representing the
number of shares of Common Stock to which the hdideame entitled upon such purchase.

SECOND: The stockholders of the Corporation dulgraped and adopted such amendments in accordattt¢hwiprovisions of Section 242
of the DGCL.

THIRD: This amendment is effective upon the latifiythe filing with the Secretary of State of tBeéate of Delaware of this Certificate of
Amendment and (ii) 5:01 p.m., Eastern Time, on Jirly2013.

[Signature Page to follow]
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IN WITNESS WHEREOF, the Corporation has caused@eiificate of Amendment to be signed by ArthuP&ybyl, its President and Chief
Executive Officer, thereunto duly authorized, thi" day of July, 2013.

BIOSANTE PHARMACEUTICALS, INC.
By: /s/ Arthur S. Przyby

Arthur S. Przybyl
President and Chief Executive Offic




CERTIFICATE OF AMENDMENT
OF THE
RESTATED CERTIFICATE OF INCORPORATION
OF BIOSANTE PHARMACEUTICALS, INC.

BioSante Pharmaceuticals, Inc., a corporation argarand existing under and by virtue of the lafvthe State of Delaware (the

“Corporation”), pursuant to the provisions of ther@ral Corporation Law of the State of Delaware (IDGCL"), DOES HEREBY CERTIFY

that:

FIRST: The Board of Directors of the Corporatitime(“Board of Directors”), at meetings held on Mag&1, 2012 and May 30, 2012,

duly adopted resolutions setting forth proposedraiments of the Restated Certificate of Incorporatibthe Corporation, declaring said
amendments to be advisable and proposing thatsathdments be submitted to the stockholders attnporation for their consideration and
approval. The resolutions setting forth the pregbamendments are substantially as follows:

RESOLVED, that the Board of Directors declares thatadvisable to amend Article IV of the Resthéertificate of

Incorporation of the Corporation as follows:

Amend Article IV by adding the following at the enfithe second paragraph of Article 1V:

Effective upon the later of (i) the filing with ti&ecretary of State of the State of Delaware af @ertificate of Amendment
or (ii) 5:00 p.m., Eastern Time, on Friday, Jun212 (the “Effective Date”), each six (6) sharé€ommon Stock of the
Corporation issued and outstanding immediatelyrgddhe Effective Date, shall automatically belassified, without any
action on the part of the holder thereof, into fully paid and nonassessable share of Common Sémckeach six (6) shares
of Class C Special Stock of the Corporation issaredl outstanding immediately prior to the Effectidate, shall automatical
be reclassified, without any action on the pathefholder thereof, into one fully paid and nonasable share of Class C
Special Stock (the “Reverse Split”). The Corpanatshall not issue fractional shares to the stoldére entitled to a
fractional interest in a share of Common Stock lais€ C Special Stock issued pursuant to the Re@piée In lieu of any
fractional share of Common Stock to which a stotdtdiootherwise would be entitled as a result ofReserse Split, the
Corporation shall pay a cash amount equal to tinedédue of the fractional share of Common Stoclofbthe Effective Date «
the Reverse Split which shall be equal to a propaate interest of the value of a whole share basetthe closing sale price
of the Common Stock on the NASDAQ Stock Market lom Effective Date. In lieu of any fractional shafeClass C Special
Stock to which a stockholder otherwise would bétledtas a result of the Reverse Split, the Corpomashall pay a cash
amount equal to the fair value of the fractionarehof Class C Special Stock as of the Effectivee@&the Reverse Split
which shall be equal to a proportionate intereshefvalue of a whole share based on the closilegosie of a share of
Common Stock on the NASDAQ Stock Market on the &iffee Date minus $2.50.

RESOLVED FURTHER, that the Board of Directors deetathat it is advisable to amend Article 1V(3)¢dthe Restated

Certificate of Incorporation of the Corporationfabows:

Amend Article IV(3)(a) in its entirety to state flows:
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A holder of Class C Special Stock shall be entjtircdaiccordance with the provisions hereof, to @aegGommon Stock of the
Corporation as the same may then be constitutadriering any of the Class C Special Stock heldragitered in such
holder's name together with $15.00 per share asuatrof the Reverse Split (the “Common Stock PasetPrice”) on the
basis of one share of Common Stock for each sHatéass C Special Stock and $15.00 as a resultteoReverse Split. The
purchase right herein provided shall be exercigeddtice in writing given to the Corporation whinbtice shall specify the
number of shares of Class C Special Stock thahdfder desires to have applied to the purchase pfiCommon Stock. If
any shares of Class C Special Stock are applidtetpurchase of Common Stock pursuant to this papag the holder of
such shares of Class C Special Stock shall surréhdeertificate or certificates representingshares of Class C Special
Stock so applied to the registered office of thepBaoation, or to the transfer agent of the Corporaat the time of purchase
together with cash or a certified cheque in the @mof $15.00 per share of Common Stock being aeduand the
Corporation shall thereupon issue to such holdeificates representing the number of shares of @omStock to which the
holder became entitled upon such purchase.

SECOND: The stockholders of the Corporation dylgraved and adopted such amendments in accordaticéhes provisions of
Section 242 of the DGCL.

IN WITNESS WHEREOF, the Corporation has caused@eigificate of Amendment to be signed by StepherShhes, its Vice
Chairman, President and Chief Executive Officegréfunto duly authorized, this 1st day of June 2012.

BIOSANTE PHARMACEUTICALS, INC.

By: /s/ Stephen M. Simes
Stephen M. Simes
Vice Chairman, President and
Chief Executive Office




RESTATED CERTIFICATE OF INCORPORATION
OF
BIOSANTE PHARMACEUTICALS, INC.

(Pursuant to Section 245 of the General Corporatiohaw of the State of Delaware)

BioSante Pharmaceuticals, Inc., a corporation arganand existing under and by virtue of the priovis of the General Corporation
Law of the State of Delaware (the “General Corgorakaw”),

DOES HEREBY CERTIFY:

FIRST : That the name of this corporation is BioSantarRtaceuticals, Inc. (the “Corporation”) and tha @orporation was
originally incorporated pursuant to the Generalg@oation Law on April 11, 2001.

SECOND: That the Corporation’s Restated Certificatermforporation only restates and integrates and doefrther amend the
provisions of the Corporation’s Certificate of Imporation as theretofore amended or supplementetiheere is no discrepancy between those
provisions in the Corporation’s Certificate of Imporation, as theretofore amended or supplemeatatithe provisions of the Corporation’s
Restated Certificate of Incorporation.

THIRD : That the Board of Directors duly adopted resohg approving the restatement and integratiom@fGorporation’s
Certificate of Incorporation, as theretofore amehdesupplemented, pursuant to Section 245 of #éee@l Corporation Law, declaring said

restatement and integration to be advisable atiteifest interests of the Corporation and its s$tolclers, which resolution setting forth the
proposed restatement and integration is as follows:

RESOLVED , that the Certificate of Incorporation of the Cargtion be restated and integrated in its entiastjollows:
ARTICLE |

The name of the Corporation is BioSante Pharmazaatilnc.
ARTICLE Il

The address of its registered office in the Sthteedaware is 1209 Orange Street, in the City ofrififigton, 19801, County of New
Castle. The name of its registered agent is Thedation Trust Company.

ARTICLE Il

The purpose of the Corporation is to engage inlawjul act or activity for which corporations mag brganized under the General
Corporation law of Delaware (the * DGC)L




ARTICLE IV

The aggregate number of shares of stock which tdrpaZation shall have authority to issue is Two i Fourteen Million Six
Hundred Eighty-Seven Thousand Six Hundred EightyrF214,687,684) shares, consisting of Two Hunddbion (200,000,000) shares of
common stock, $0.0001 par value (the * Common Stpdkour Million Six Hundred Eighty-Seven Thousa8ik Hundred Eighty-Four
(4,687,684) shares of class C special stock, $0.pa0 value (the “ Class C Special St8gkand Ten Million (10,000,000) shares of prefelrre
stock, $0.0001 par value (the “ Preferred StckShares of Preferred Stock of the Corporati@yre issued from time to time in one or more
series, each of which series shall have such distendesignation or title and such number of shaeshall be fixed by the Board of Directors
prior to the issuance of any shares thereof. Each series of Preferred Stock shall have sucihggidwers, full or limited, or no voting
powers, and such preferences and relative, paatiogp, optional or other special rights and sucdlifjoations, limitations or restrictions
thereof, as shall be stated and expressed in $loéuton or resolutions providing for the issuesath series of Preferred Stock as may be
adopted from time to time by the Board of Directori®r to the issuance of any shares thereof puatsoahe authority hereby expressly vestec
in it. The Board of Directors is further authouiz® increase or decrease (but not below the nuwitsrares then outstanding) the number of
shares of any series of Preferred Stock subsetmém issuance of shares of that series. Intbeseumber of shares of any series shall be sc
decreased, the shares constituting such decreal$eestume the status of which they had prior saHoption of the resolution originally fixing
the number of shares of such series. Except agdain the resolution or resolutions of the Boafdirectors creating any series of Prefel
Stock and in Section 2 of this Article IV, the sbaiof Common Stock shall have the exclusive righvate for the election and removal of
directors and for all other purposes.

Effective upon the later of (i) the filing with ti&ecretary of State of the State of Delaware af @ertificate of Amendment or
(i) 6:00 p.m., Eastern Daylight Savings Time, oayVM81, 2002 (the “Effective Date"g@ach ten (10) shares of common stock, par vall@osa
per share, of the Corporation issued and outstgridimediately prior to the Effective Date, shalt@uatically be reclassified, without any
action on the part of the holder thereof, into rly paid and nonassessable share of common spacksalue $0.0001 per share, and each tel
(10) shares of class C special stock, par valugo8 per share, of the Corporation issued andandstg immediately prior to the Effective
Date, shall automatically be reclassified, withany action on the part of the holder thereof, e fully paid and nonassessable share of cla
C special stock, par value $0.0001 per share @swérse Split”). The Corporation shall not issaetional shares to the stockholders entitled
to a fractional interest in a share of common starc&lass C special stock issued pursuant to tiverRe Split. In lieu of any fractional share of
common stock to which a stockholder would othenhbisentitled as a result of the Reverse SplitQbgoration shall pay a cash amount e«
to the fair value of the fractional share of comnstock as of the Effective Date of the ReversetSyiich shall be equal to a proportionate
interest of the value of a whole share based ocltiging sale price of the common stock on the @kwerCounter Bulletin Board on the
Effective Date. In lieu of any fractional sharectdss C special stock to which a stockholder watifebrwise be entitled as a result of the
Reverse Split, the Corporation shall pay a cashusmtnequal to the fair value of the fractional shafrelass C special stock as of the Effective
Date of the Reverse Split which shall be equal poogortionate interest of the value of a wholershimsed on the closing sale price of a share
of common stock on the Over-the-Counter BulletiraBbon the Effective Date minus $0.25.

The relative rights, preferences and privilegehefCommon Stock and the Class C Special Stockishals follows:
1. Dividend Right:

(a) Dividend Rights of Common Sto




The holders of the Common Stock, shall be entiibeceive dividends as and when declared by tteetdirs from
time to time out of moneys of the Corporation prbpapplicable to the payment of dividends anddheunt per
share of each such dividend shall be determinatidogirectors of the Corporation at the time ofldetion.

(b) Dividend Rights of Class C Special St

The holders of the Class C Special Stock shalbeantitled to receive any dividends.
Voting Rights
€) Voting of Common Stoc

(b)

Subject to the provisions of the DGCL, the hold#rthe Common Stock shall be entitled to receiviéceoof and to
attend all meetings of the stockholders of the Gafion and shall be entitled to vote at all meggiof stockholders,
except meetings at which only holders of anothassbf shares are entitled to vote. Each shat®wimon Stock
shall entitle the holder thereof to one vote.

Voting of Class C Special Stc

Subject to the provisions of the DGCL, the holderthe Class C Special Stock shall be entitlecetive notice of
and to attend all meetings of the stockholderfief@orporation and shall be entitled to vote atredetings of
stockholders, except meetings at which only holdéemnother class of shares are entitled to viich Class C
share shall entitle the holder thereof to one vote.

Purchase Righ

(@)

Common Stock Purchase Rights of Class C Speciak

A holder of Class C Special Stock shall be entjtincaiccordance with the provisions hereof, to #@eqgGommon
Stock of the Corporation as the same may then bstitated by tendering any of the Class C SpediatiSheld and
registered in such holder’'s name together with @p&r share as a result of the Reverse Split @werfmon Stock
Purchase Price”) on the basis of one Common Stmckdch share of Class C Special Stock and $2.80esult of
the Reverse Split. The purchase right herein piexishall be exercised by notice in writing givenhte Corporatio
which notice shall specify the number of share€lass C Special Stock that the holder desiresve haplied to the
purchase price of Common Stock. If any sharesla$sCC Special Stock are applied to the purcha§®ofmon
Stock pursuant to this paragraph, the holder ofi shares of Class C Special Stock shall surreigecértificate or
certificates representing the shares of Class Ci8ipgtock so applied to the registered officehaf €Corporation, or
to the transfer agent of the Corporation at thetohpurchase together with cash or a certifiedjaken the amount
of $2.50 per share of Common Stock being acquand,the Corporation shall thereupon issue to sotfeh
certificates representing the number of sharesoofi@on Stock to which the holder became entitlechupach
purchase.




4.

5.

Adjustment of Purchase Rights and Conversion R

(@)

(b)

In case of any reclassification or redesignatiothefCommon Stock (hereinafter referred to in shissection 4(a) ¢
the “Shares”pr change of the Shares into other shares, orse githe consolidation, amalgamation or mergehe
Corporation with or into any other body corporagthér than a consolidation, amalgamation or mendéch does
not result in any reclassification or redesignatbthe outstanding Shares or a change of the Slirieother
shares), or in the case of any transfer of the miakieg or assets of the Corporation as an entoegubstantially as
an entirety to another corporation, the holderrof shares of Class C Special Stock who theredfidt exercise suc
holder’s right to purchase Shares pursuant to &e&ihereof shall be entitled to receive, and salept, in lieu of
the number of Shares to which such holder was tibfere entitled upon such exercise of such righidochase or
convert, as the case may be, the kind and amoustarfes which such holder would have been entitledceive as
a result of such reclassification, redesignatitvange, consolidation, amalgamation, merger or feaiifs on the
effective date thereof, such holder had been thistered holder of the number of Shares to whiah $wlder was
theretofore entitled upon exercising such hokleight to purchase or convert, as the case mayhe.subdivision ¢
consolidation of Shares at anytime outstanding éngpeater or lesser number of Shares shall beetkant to be a
reclassification of the capital of the Corporatfonthe purposes of this paragraph 4

If and whenever the Shares shall be subdividieda greater or consolidated into a lesser nurab8hares, or the
Corporation shall issue Shares (or securities exgdable for or convertible into Shares) to the adaf all or
substantially all of the outstanding Shares by wig dividend or other distribution of Shares (ecuities
exchangeable for or convertible into Shares), angidr of shares of Class C Special Stock who hasxercised
such holdess right of purchase pursuant to Section 3 hereadrgrior to the effective date or record datethascast
may be of such subdivision, consolidation, dividenather distribution, upon the exercise of suightrthereafter,
shall be entitled to receive, and shall acceplieinof the number of Shares to which such holdas theretofore
entitled upon such exercise of such right to puset@ convert (and, in the case of a purchase afeStpursuant to
Section 3 hereto, at the Common Stock Purchase Rditisted in accordance with subsection 5(a) fietbe
aggregate number of Shares that such holder wavd been entitled to receive as a result of subtigision,
consolidation, dividend or other distribution asoifi such record date or effective date, as the g&gy be, such
holder had been the registered holder of the numb8hares to which such holder was theretoforélehupon suc
exercise of such right to purchase or converthasase may b

Adjustment of Purchase Pr

If the Corporation shall:

€) subdivide its outstanding Common Stock (heffe@énaeferred to in this paragraph 5 as the “SHaiet a
greater number of share

(b) consolidate the outstanding Shares into a lessabauof shares,
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(c) issue Shares or securities exchangeable foororertible into Shares (“convertible securitiesthe holder
of all or substantially all of the outstanding Stmrby way of a dividend or distribution of Share
securities convertible into Shares (other tharighee of Shares or convertible securities as divdeaid il
the ordinary course

the Common Stock Purchase Price shall, on thetefedate of such subdivision or consolidation ortlee record
date of such dividend or other distribution, asdhse may be, be adjusted by multiplying the ComBiock
Purchase Price in effect immediately prior to ssighdivision, consolidation, dividend or other diaition by a
fraction, the numerator of which is the number ofstanding Shares before giving effect to such isigidn,
consolidation or stock dividend and the denominafavhich is the number of outstanding Shares afieng effect
to such subdivision, consolidation, dividend orestHistribution (including in the case where cotibée securities
are distributed, the number of Shares that woule lieeen outstanding had such securities been egetidar or
converted into Shares on such record date). Sdicistenent shall be made successively whenever eyt eeferred
to in this Section 5 shall occur.

Distribution Rights on Liquidatic

If the Corporation is liquidated, dissolved or wdwump or its assets are otherwise distributed antibagtockholders by way
of repayment of capital, whether voluntary or inugtary and subject to the rights, privileges, amdditions attaching to any
series of preference shares of the Corporation:

(a) the holders of the Common Stock shall be entittedhare, equally share for share, in the distriloutf the remainin
assets of the Corporation; a

(b) the holders of the Class C Special Stock shalbeatntitled to share in the remaining assets o€tmporatior

ARTICLE V

In furtherance and not in limitation of the poweosferred by statute, the Board of Directors isreggly authorized to adopt, amen
repeal the bylaws of the Corporation, subject eoubting rights of any series of Preferred Stock.

ARTICLE VI

The Corporation shall indemnify, to the fullestent authorized or permitted by law, as the samsgt®rir may hereafter be amended,
any person who was or is made or is threatened todie a party to any threatened, pending or caetpéetion, suit or proceeding, whether
civil, criminal, administrative or investigativetfer than an action by or in the right of the Cogpion), by reason of the fact that such pers:
or was a director or officer of the Corporationjor was serving at the request of the Corpanadi®a director, officer, employee or agent of
any other company, partnership, limited liabilignegpany, joint venture, trust, employee benefit ganther enterprise; provided, however,
the Corporation shall not indemnify any directomfficer in connection with any action by such dia or officer against the Corporation
unless the Corporation shall have consented to acibbn. The Corporation may, to the extent autleor from time to time by the Board of
Directors, provide rights to indemnification to elayees and agents of the Corporation similar tee¢hmonferred in this Article VI to directors
and officers of the Corporation. No amendmentepeal of this Article VI shall apply to or have agffect on any right to indemnification
provided hereunder with respect to any acts or sigrisoccurring prior to such amendment or repeal.
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ARTICLE VII

No director of the Corporation shall be personbdliple to the Corporation or its stockholders faymatary damages for any breach of
fiduciary duty by such a director as a directoGapt to the extent provided by applicable lawdi)dny breach of the director’s duty of loyalty
to the Corporation or its stockholders, (ii) fotsaor omissions not in good faith or which involagentional misconduct or a knowing violation
of law, (iii) pursuant to Section 174 of the Gen&arporation Law of Delaware, or (iv) for any teattion from which such director derived
improper personal benefit. If the General Corgorataw of Delaware is amended to authorize corigoaation further eliminating or limiting
the personal liability of directors, then the ligtlgiof a director of the Corporation shall be eilirated or limited to the fullest extent permittee
the General Corporation Law of Delaware as so aegn®lo amendment to or repeal of this Article $tikll apply to or have any effect on the
liability or alleged liability of any director ohte Corporation for or with respect to any actsmissions of such director occurring prior to suct
amendment or repeal.

ARTICLE VIII

The Corporation reserves the right to amend, alteange, or repeal any provisions contained in@eigificate of Incorporation in the
manner now or hereafter prescribed by statute ainajhts conferred upon stockholders herein aeatgd subject to this reservation.

ARTICLE IX
Elections of directors need not be by written halioless the bylaws of the Corporation shall swigie

IN WITNESS WHEREOF , this Restated Certificate of Incorporation hasrbexecuted by a duly authorized officer of this
Corporation on this 14th day of October, 2009.

BIOSANTE PHARMACEUTICALS, INC.
By: /s/ Stephen M. Sime

Stephen M. Sime
Its: President and Chief Executive Offic
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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.

2.

| have reviewed this quarterly report on Forn-Q of ANI Pharmaceuticals, Inc

Based on my knowledge, this report does notaiorny untrue statement of a material fact or dméttate a material fact necessary te
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a—15(e) and 15a@&3}156d internal control over financial reportiag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedaortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financgdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

(d) Disclosed in this report any change in thesegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a signtifiole in the registrant’s
internal control over financial reportin

Date: August 9, 2013 /sl Arthur S. Przyby

Arthur S. Przyby
President an
Chief Executive Office




Exhibit 31.2

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

[, Charlotte C. Arnold, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of ANI Pharmaceuticals, Inc

Based on my knowledge, this report does notaiomny untrue statement of a material fact or dn#tate a material fact necessary te
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememig,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

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

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedaortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financgdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

(d) Disclosed in this report any change in thesegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a signtifiole in the registrant’s
internal control over financial reportin

Date: August 9, 2013 /s/ Charlotte C. Arnols

Charlotte C. Arnolc
Vice President an
Chief Financial Officel




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") fiee quarterly period ended
June 30, 2013 (the "Report") as filed with the 3#ieis and Exchange Commission on the date hetfe@fundersigned Chief Executive
Officer and Chief Financial Officer of the Compamgreby certify that, to such officer’'s knowledge:

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgjeAct 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 9, 2013 /sl Arthur S. Przyby
Arthur S. Przyby
President and
Chief Executive Office
[Principal Executive Officer

Dated: August 9, 2013 /s/ Charlotte C. Arnols
Charlotte C. Arnolc
Vice President an
Chief Financial Office
[Principal Financial Officer

A signed original of this written statement reqdii®y Section 906 has been provided to the Compadyé| be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.




