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UNITED STATES
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ACT OF 1934
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Indicate by check mark if the registrana iwell-known seasoned issuer, as defined in Rieot the Securities Act. YeE] No
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(Do not check if a
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Indicate by check mark whether the regigtima shell company (as defined in Rule 12b-thefAct). YesO No X

As of June 30, 2013, the aggregate markieievof the common stock held by non-affiliateshaf registrant based on the closing price of
the common stock on The NASDAQ Global Market wa8,$44,520.

The number of shares of the registrantsmon stock outstanding as of March 14, 2014 wa844R197.
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Unless the content requires otherwise, the wordpésus,
subsidiary.

we," "our" and "the Company" refer tqp8mnus Pharmaceuticals, Inc. and its

We are the owners of various U.S. federal trademeglstrations(®pnd registration applications(™), including thddaling marks referred t
in this Annual Report on Form 10-K pursuant to &galile U.S. intellectual property laws: "Supernus®icrotrol®," "Solutrol®," "Trokendi
XR™ " "Oxtellar XR®," and the registered Supernimfnaceuticals logo.
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PART |

This Annual Report on Form 10-K contains forwardiimg statements, within the meaning of the Seéeariixchange Act of 1934 and the
Securities Act of 1933, that involve risks and utadeties. Forward-looking statements convey ourrent expectations or forecasts of future
events. All statements contained in this AnnuabRegher than statements of historical fact arenfard-looking statements. Forward-looking
statements include statements regarding our fufinencial position, business strategy, budgetsjgmted costs, plans and objectives of
management for future operations. The words "méaghtinue,” "estimate," "intend," "plan," "will,"Believe," "project,” "expect," "seek,"
"anticipate," "should," "could," "would," "potentid or the negative of those terms and similar @gsions may identify forward-looking
statements, but the absence of these words doeecesdsarily mean that a statement is not forwaadking. You should not place undue
reliance on these forward-looking statements, wisjghak only as of the date of this report. Allhefste forward-looking statements are based
on information available to us at this time, and agsume no obligation to update any of these s&iesnActual results could differ from those
projected in these forwa-looking statements as a result of many factordpuling those identified in "Business," "Risk Fastb
"Management's Discussion and Analysis of FinanCiahdition and Results of Operations" and elsewhéfe.urge you to review and consider
the various disclosures made by us in this refort] those detailed from time to time in our filimggh the Securities and Exchange
Commission, that attempt to advise you of the @gkifactors that may affect our future results.

ITEM 1. BUSINESS.
Overview

We are a specialty pharmaceutical company focusatbweloping and commercializing products for tie@tment of central nervous system
CNS, diseases. Our extensive expertise in prodatldpment has been built over the past 23 yeditilly as a standalone development
organization, then as a U.S. subsidiary of Shiceapld, upon our acquisition of substantially adl #ssets of Shire Laboratories Inc. in late 2
as Supernus Pharmaceuticals. We launched OxteRaeXtended release oxcarbazepine), our first gpii@roduct, in the first quarter of 2013
and launched our second epilepsy product, Trok&Rdf{extended release topiramate), in the third guanf 2013. We are also developing
multiple product candidates in psychiatry to adslithe large market opportunity in the treatmerdtténtion deficit hyperactivity disorder, or
ADHD, including ADHD patients with impulsive aggséen. We market our products in the United Statesugh our own focused sales force
targeting specialty physicians and seek strateg/latworations with other pharmaceutical comparsd&ense our products outside the United
States.

Our neurology portfolio consists of Oxtellar XR afbkendi XR which are the first and only once-gaktended release oxcarbazepine and
topiramate products, respectively, indicated faleggy in the U.S. market. The products are difieded compared to the immediate release
products by offering convenient once-daily dosing anique pharmacokinetic profiles that can be wapgortant for patients with epilepsy. A
once-daily dosing regimen has been shown to impcowepliance allowing patients to benefit from thmiedications, and the unique smooth
and steady pharmacokinetic profiles of once-dadlgidg avoid the blood level fluctuations that angically associated with immediate release
products and their side effects.

Oxtellar XR is indicated for adjunctive therapypafrtial seizures in adults and in children 6 yéark7 years of age and Trokendi XR is
indicated for initial monotherapy in patients 1@Gyeof age and older with partial onset or prinrgayeralized tonic-clonic seizures, and as
adjunctive therapy in patients 6 years of age dderavith partial onset or primary generalized teoionic seizures or with seizures associatec
with Lennox-Gastaut syndrome. Since launching Ipotiducts in 2013, we have grown Oxtellar XR andk€rali XR to a combined 8,270
prescriptions in the month of December 2013.

Our psychiatry product candidates include SPN-8i6lihdone hydrochloride), which received positigpline results from its Phase Ilb study
for the treatment of impulsive aggression in ADH#lients. As a result of a September 2013 scientifeting with the Food and Drug
Administration, or FDA the
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Company is now designing a Phase Il protocol whidhundergo a Special Protocol Assessment, or SNA expect patient dosing to
commence during 2015. SPN-812 is being developednasm-stimulant treatment for ADHD. SPN-812 cortgdea Phase lla proof of concept
trial in 2011 and we have completed the developroéséveral extended release formulations thatheiltested in a future Phase Ilb trial. We
held a pre investigational new drug applicationNiD, meeting with the FDA for the extended relepsegram in June 2013. The Company
expects to conduct a multi-dose steady state pleakirgetic study in 2014 to select the final prodiactmulation for a Phase 1lb trial.

We have several additional product candidates liioua stages of development, including SPN-80/foich we hold an active IND. SPN-809
represents a novel mechanism of action for the &hdepressant market. We believe our broad and dfiestgiortfolio of product candidat:
provides us with multiple opportunities to achiexe goal of becoming a leading specialty pharmacalutompany focused on CNS diseases.

The table below summarizes our current portfolim@fel products and product candidates.

Product Indication Status
Oxtellar XR Adjunctive therapy for epileps Launchec
Trokendi XR Epilepsy Launchec

SPN-810 Impulsive aggression in ADHI Phase Ilb complete
SPN-812 ADHD Phase lla complete
SPN-809 Depressior Active IND

We have a successful track record of developinghproducts by applying proprietary technologieknown drugs to improve existing
therapies and enable the treatment of new inditsitid/e have a broad portfolio of drug developmechhologies consisting of six platforms
that include the following: Microtrol (multiparti¢ate delivery platform), Solutrol (matrix delivepfatform) and EnSoTrol (osmotic delivery
system). In addition to Oxtellar XR and Trokendi Xdir proprietary technologies have been useddridtiowing approved products:
Carbatrol (carbamazepine), Adderall XR (mixed antgmine salts), and Intuniv (guanfacine), marketg&bire; Equetro (carbamazepine),
marketed by Validus Pharmaceuticals Inc.; Sanctirdtrospium chloride), marketed by Allergan, In@racea (doxycycline), marketed by
Galderma Laboratories, L.P.; and Orenitram (trefmdsliethanolamine) that is expected to be lawgttby United Therapeutics Corporation
United Therapeutics, in 2014. We are continuing®pand our intellectual property portfolio to prd@iadditional protection for our
technologies, products, and product candidatesh&Ve three U.S. patents issued covering Oxtellaai&Rthree U.S. patents issued covering
Trokendi XR. Throughout our 23 year history, we éaontinued our commitment to innovation with au®éor the past eight years on
successfully developing and commercializing our @saeducts in neurology and psychiatry.

Our Strategy

Our goal is to be a leading specialty pharmacelutimapany developing and commercializing new medisiin neurology and psychiatry. Key
elements of our strategy to achieve this goal@re t

. Expand our in-house sales and marketing capalslitiecused on specialty markets in the United Stadepromote Oxtellar XR
and Trokendi XRWe have built our sales and marketing capabilitidbe United States to launch Oxtellar XR and Brudi
XR. We expanded our sales and marketing capabilitismughout 2013 to approximately 110 sales reptesives and are
further expanding these capabilities to more tHah dales representatives by mid-2014.

. Continue to advance our product candidates in aychiatry portfolio, including SPN-810 and SPN-848.part of our longer

term strategy, we intend to further develop oudpiad candidates in our psychiatry portfolio to dedhrther diversification of
our pipeline and future growth. SPN-810 (molindbydrochloride) is being developed as a treatmaninipulsive
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aggression in patients with ADHD. The Company sesfidly completed a Phase llb trial in 2012. Aesult of a September
2013 scientific meeting with the FDA, the Compasyow designing a Phase Il protocol which will engb a SPA with patiel
dosing planned to begin in 2015. SPN-812 is besgetbped as a non-stimulant treatment for ADHD. SRR completed a
Phase lla proof of concept trial in 2011 and weehdeveloped several extended release formulatdasheld a pre-IND
meeting with the FDA for the extended release mogin June 2013. The Company expects to conductirtiose steady state
pharmacokinetic study in 2014 to select the fimalpict formulation for a Phase llb trial.

. Continue to develop differentiated products by gjogl our technologies to known drug compounis.intend to continue our
development activities on known drug compoundsamdpounds with established mechanisms of actiarllyereducing the
risks, costs and time typically associated withrpfeceutical product development. We intend to lagerour proprietary and in-
licensed technologies, to expand our patent pdaotéold further develop and protect our diverse Ipipeof product candidates.

. Establish strategic partnerships to accelerate amkimize the potential of our product candidatesldvwaide. We intend to
continue to seek strategic collaborations with pfifearmaceutical companies to commercialize oudyets outside the United
States. We believe that we are an attractive cofibr for pharmaceutical companies due to ourdpmatfolio of proprietary
technologies and our proven product developmeoktracord. We may seek to in-license products whiohld be sold through
our sales force.

. Leverage our management team's expertise to deaeldgommercialize our broad portfolio of produandidatesWe intend
to leverage the expertise of our executive manageteam in developing and commercializing innovativerapeutic products.
We plan to continue to evaluate and develop additi€NS product candidates that we believe hav@fgignt commercial
potential through our internal research and devekq efforts or, wherever appropriate, externdabarations.

Epilepsy
Overview

Epilepsy is a complex neurological disorder chamazéd by spontaneous recurrence of unprovokedissizwhich are sudden surges of
electrical activity in the brain that impair a pan%s mental and/or physical abilities. Epilepsyjclihis typically diagnosed by a neurologist, is
estimated to affect 50 million people worldwideéhid 2 million people in the United States.(2) Acliog to IMS Health, U.S. sales of anti-
epileptic drugs, or AEDs, were approximately $4l6dm in 2013.

Q) Bialer, M.,Key factors in the discovery and development of ax@vepileptic drugs published January 2010 Mature.

(2) U.S. Centers for Disease Control and Preventimilepsy Self-Management To¢titing Dilorio, C., The Prevention Research Centers'
Managing Epilepsy Well Networkpublished September 2010&pilepsy & Behavioj.
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Epileptic seizures can cause a person to expergaare muscle jerking, to lose consciousnessalhaf to suffer from distorted vision, all
potentially leading to physical injuries or hospi#ation. Until reliable seizure control has beehiaved, patients are forced to adjust their
lifestyles to avoid activities that a seizure camsicantly disrupt or render life threatening.bdeakthrough seizure is a sudden, unexpected
seizure experienced by a patient who previouslydwieved reliable seizure control. Even when ngsgial injury occurs, breakthrough
seizures often result in significant social, legatl developmental consequences for patients suossef driver's license, loss of employment
disruption of school attendance, academic undesaehient, and disruption of social networks. In &ddj a single breakthrough seizure can
lead to permanent loss or reduction in overalligeizontrol. Data suggest that a significant proporof patients who experience a
breakthrough seizure have a lower chance of aatgendliable seizure control.(3) In certain casesingle breakthrough seizure can develop
into status epilepticusa prolonged seizure or series of repeated saizanel eventually result in brain damage or ddadlta indicate that the
risk of sudden unexpected death in epilepsy wan@3 higher in patients who had at least one bihealigh seizure compared to patients whc
had achieved seizure control.(4)

Current Treatment Options

Once a patient is diagnosed with epilepsy, the gbtie neurologist is to find the particular dmigcombination of drugs, and appropriate
dosing, that will lead the patient to reliable se&zcontrol while minimizing side effects. There aurrently over 15 approved AEDs marketed
in the United States. Side effects play a majag nolaltering treatment in epilepsy as they caiit lile usefulness of AEDs. AEDs are gener
associated with the incidence of numerous sidegffinat can adversely impact the quality of Ide patients with epilepsy. Such side effects
may include dizziness, paresthesia, headachesitizegieficiencies such as memory loss and spaapediment, digestive problems,
somnolence, double vision, gingival enlargemeniisea, weight gain, and fatigue. To address thegee$fects and help patients better tolerat
their AEDs, neurologists typically initiate treatntavith a single AED as monotherapy at a low dasthen increase the dose(titration) until
the patient reaches the most efficacious doseamthcceptable tolerance of side effects.

Many patients develop refractory epilepsy, whidergto inadequate control of seizures despitértrent, thereby requiring treatment with
multiple AEDs. Patients taking more than one AER #tne are susceptible to side effects associaiiddeach of the multiple drugs and with
drug interactions. Despite the introduction of n&EDs in the past few years, drug therapy remaiafféctive for seizure control in up to 30%
of patients with epilepsy.(5) Many patients failigritherapy either because the drugs do not catieal seizures or because they cannot tole
the side effects.

) Citizen Petition of UCB, Inc. to U.S. Food and Dsgministration, submitted October 3, 2006 (citlghmidt, D. Uncontrolled
epilepsy following discontinuation of antiepileptinugs in seizure-free patients: a review of cutreimical experience published
December 2005 i&pilepsia).

4) Citizen Petition of UCB, Inc. to U.S. Food and Dsgministration, submitted October 3, 2006 (citihgmson, T.Sudden unexpected
death in epilepsy: a review of incidence and radtdrs, published May 2005 iActa Neurologica Scandinav)a

(5)  World Health OrganizatiorEpilepsy: aetiogy, epidemiology and progngdiact Sheet No. 165, revised February 2001.

4




Table of Contents

Dynamics of the Epilepsy Market

There are several important dynamics that play jamnale in the treatment of epilepsy and thatetintiate epilepsy from many other disea
. Compliance is Critical to the Reduction in Breakthgh Seizures

Compliance with drug treatment regimens is criticahportant to achieving effective therapy foripats with epilepsy where the
consequences of non-compliance can be life threteRatient non-compliance with AED therapy ia@us issue and remains one of the
most common causes of breakthrough seizures. Npiotaking all prescribed doses critical for epiic patients, but the timing of when
patients take their prescribed doses is also imptrTypically, non-compliance is caused by frequemmultiple dosing, serious side effects, ol
a lack of tolerability. A 2002 survey undertakenr®urologists in the United States found thateast once per month, 71% of patients with
epilepsy forgot to take their AED, and it was evitithat the chances of a patient missing a doseased with the number of tablets prescribe
(6) Of patients that missed a dose, 45% reporta@akthrough seizure. Patients taking a larger murabtablets/capsules further increased
their odds of having a breakthrough seizure by 43%r a missed dose. Other studies also have shenuted rates in breakthrough seizure

a result of improved compliance with AED treatmesgimens. In addition, a non-compliant patient cast the healthcare system
approximately $16,300 per year when compared tngptiant patient.(7)

. Immediate Release Products Have Serious Side &#adtLack of Tolerability

The FDA has recognized AEDs as being "critical dirsgys," or drugs in which a comparatively smafledence in dose or concentration may
lead to serious therapeutic failures and/or sersidis effects. Immediate release formulations oDABecessitate frequent administration to
maintain appropriate plasma concentrations. Howeakese immediate release formulations cause ideuftions of blood levels of the act
drug during the day, with peak concentrations witiendrug is released and potentially sub-therapewoticentrations thereafter. At least one
study has shown that complaints of side effect&afly occur when blood levels exceed certain coiregions, particularly at high doses, and
the risk of breakthrough seizures can occur wheodlevels are below certain minimum effective lsyas indicated in the chart below.

(6) Cramer, J.A.The relationship between poor medication complizamo seizurespublished August 2002 iEpilepsy & Behavior

@) Faught, R.E., Weiner, J.R., Guérin, A. etlaipact of nonadherence to antiepileptic drugs oaltheare utilization and costs: Findings
from RANSOM studypublished March 2008pilepsia; 50:501-9.
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Simulated Plasma Concentration-Time Curve at Steadtate of Immediate Release
Anti-Epileptic Drug Administered Over Two Days
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Source: Pellock, JM et al, Epilepsy & Behavior B32), 302

Generic Substitution May Cause an Increase in Blaakigh Seizures

Patients today are most typically switched fromrmidied drugs to generics, or from one generic druantgher, mainly to reduce cost. In most
states, unless a physician explicitly writes "disgeeas written” or "no substitution,” pharmacisis switch a patient to a lower-cost generic
drug without the consent of either the patienther physician. Epilepsy patients are particularlys#té/e to changes in their drugs or
formulations because slight variations in the bloodcentrations of these drugs could lead to tlceroence of breakthrough seizures.
Accordingly, despite existing regulatory critertagnsure the bioequivalence of generic drugs, shch-back” rates of AEDs (that is, the
frequency of an individual being returned to hiser previous branded product under a physiciantagce) is much higher than for many

other drug products. For example, the rates oEptiswitching back from generics to branded dhegsuse of adverse events, or AEs, were
found to be 20.8% to 44.1% for AEDs compared t847t@ 9.1% for non-AEDSs.(7)

A number of epilepsy advocacy groups such as tlilefgy Foundation of America, the American Acadeshileurology, the Centers for
Medicare and Medicaid Services and several regyl@gencies around the world, including the UK Naél Institute for Health and Clinical
Excellence, or NICE, Sweden's Medical Products Agear MPA, and other European agencies, havecki@avledged that AED generic
substitutions for non-therapeutic reasons can bafiidand should either be limited or not permittadd have issued guidelines,
recommendations or taken affirmative steps to Isuith substitutions. Additionally, approximatel\8®f physicians indicate that they are
concerned with the increase in breakthrough sesztgsulting from switching from branded drugs toeyécs.(8) While we are not aware of ¢
well-controlled studies conducted to establish wineazgal scientific evidence that generic substitngi cause increased incidence of
breakthrough seizures, the FDA is currently comsidestricter standards of bioequivalence for geseaind its Pharmaceutical Science and
Clinical Pharmacology Advisory Committee voted 1fhdt the current bioequivalence standards ardfiomnt for critical dose drugs such as
AEDs.

(7)

J. LeLorier,Clinical consequences of generic substitution ofd&rigine for patients with epilepsyublished October 2008 in
Neurology.

(8) Dalia Buffery, MA, ABD, Switching to Generics Antiepileptic Drugs: Growi@gncerns published September 2008American
Health & Drug Benefits.
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. Physicians are Reluctant to Switch to New Chenticdities

In the epilepsy market, new chemical entities, @BS, generally lack the same appeal that woulatélyi be associated with a new drug for
other indications. Based on IMS Health prescriptiata from 1994 to 2005 for NCE launches for s&ialisorders, such NCEs, on average,
experienced slow market penetration, charactetizeal 0.58% to 1.1% market share point gain on aiarbasis. We believe this is because
physicians are often reluctant to change a stadtient's existing therapy and risk a breakthrowghuse in the patient. Despite the introduction
of several NCEs over the past decade, a signifisamber of epileptic patients continue to lackaielie seizure control. Many NCEs continu
be associated with several side effects. Therefoagy older and existing drugs continue to be pitesd and their prescription levels have
either been maintained since their peak or dechimed slowly.

Benefits of Extended Release Products in the Epilep Market
. Extended Release Products May Improve Compliandéraaiuce Breakthrough Seizures

Achieving reliable seizure control for patients @wbiding the serious health and life dangersdthatbe associated with breakthrough seizure
depends on patients being compliant and diligetaking their medications. Frequent and multiplsidg, side effects and lack of tolerability
of the immediate release products can significazlytribute to patients forgetting doses or intamdily skipping them. Even taking a second
or third dose later than the scheduled time magepéapatient at an increased risk of a breakthreegture because the drug level in the
patient's blood could drop below the minimum effextherapeutic level that prevents such seizih&sbelieve increased patient compliance
can be achieved with extended release productetfetonce-daily dosing, reduced side effects iamutoved tolerability. We believe
physicians understand that the release profilex@nded release products can produce more cantsiste steadier blood levels as compared
to immediate release products, resulting in fewd sffects and better tolerability that furthefphpatients to be compliant, have fewer
breakthrough seizures and, correspondingly, enjogtir quality of life.

. Extended Release Products Reduce Side Effectsrardue Tolerability

When extended release formulations are used apatelyr drug levels remain within the patient'sripeutic zone, thereby reducing patient
exposure to fluctuating drug levels which may exbate side effects or induce frequency of breakifihoseizures. Because extended release
formulations can reduce peak concentrations, it alsy be possible to adjust doses upward to a afticacious level without exacerbating
side effects associated with peak concentratioxigrifled release formulations can also reduce #dgriéncy and the extent of the troughs, or
lower concentrations of the drug in the blood, ¢hgravoiding concentrations below the minimum dffecconcentrations that can increase the
risk of breakthrough seizures.
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Simulated Plasma Concentration-Time Curve at Steadtate of Imnmediate Release and
Extended Release Anti-Epileptic Drug Administered @er Two Days

Day 1 Day 2
Peak: Potential Side Efects

Therapeutic
Zone of
Seizure
Centrol

Concentration

Trough: Potential Selzures

o 4 ] 12 16 20 24 28 3z ] 40 44 48
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Source: Pellock, JM et al, Epilepsy & Behavior B@2), 302

The enhanced safety profile of extended releasdgugte as compared to similar immediate releaseugtedas been supported by several
studies. For example, in a 2004 published triabdeated by physicians at Johns Hopkins, Carbatrograi-epileptic extended release
carbamazepine product that uses our Microtrol teldyy, and Tegretol XR, another extended releadsaoaazepine product, demonstrated
better tolerability and side effect profiles thamparable immediate release products. The triartep that 49% of patients had side effects
during treatment with immediate release carbamaeegiich as sedation, double-vision, confusionjatdizziness or poor coordination,
whereas with extended release carbamazepine tretnoaly 20% of patients reported these side tffec

Reduction in CNS Side Effects Following Conversioto Carbamazepine Extended Release
from Immediate Release Preparation
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*p = 0.001
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Carbamazepine

Source: Miller AD et al., Acta Neurol. Scand 20089: 374-377
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Equally as important, the patients in the triabtated high doses of extended release carbamazggmficantly better than high doses of
immediate release carbamazepine. Specifically, 6Bpatients treated with 1200 mg or more per daynohediate release carbamazepine
developed side effects, yet only 12% of patienizeeienced side effects while taking similar dosesxbended release carbamazepine. The
investigators surmised that the improved tolergbdf extended release carbamazepine at high doaggrovide a treatment option for patie
previously discontinuing immediate release carbapie because of dose-limiting side effects.

Other products where reductions in side effecteweported by patients when switching from immetiatease to extended release
formulations include Depakote ER (divalproex sodiextended release) and Keppra XR (levetiracetaeneled release).

. Managed Care Does Not Limit Success of ExtendezhBelProducts

Given the serious nature of epilepsy and the keyadhics in the epilepsy market, we believe manageel glans acknowledge the important
benefits of extended release AED products andetber, have not limited the success of such pradesmen when lower cost generic immec
release products are available. For example, atwptd industry data, the commercial launches ¢éected release products Keppra XR and
Lamictal XR have enjoyed acceptance rates by maheare plans that are similar to those of the spwading immediate release products.
Most managed care plans also acknowledge the mosifiseveral patient advocacy groups and the AraprAcademy of Neurology regarding
the risks of generic substitution of AEDs, incluglipotential for breakthrough seizures. Althoughtsiing to a low-cost generic AED may
initially offer some cost savings, we believe tlaso recognize that the risk and cost of one breakigh seizure outweighs the potential
savings from generics. For example, the healthoasts associated with the treatment of patients experience breakthrough seizures, which
may run in excess of $26,000 per patient on anarasis, is significantly greater than any costregs per patient that may be achieved
through switching to a low-cost generic AED. Acdoglto a 2009 survey, the total healthcare costpdtients using branded topiramate
products were approximately 20% lower than forgrets using multiple generic topiramate products.(9)

. Extended Release Products Perform Well in the Marke

Extended release products have generally been coriaiye successful in the epilepsy market, evethanface of immediate release generic
products. Moreover, IMS Health prescription datasfeizure disorder drugs from 1994 to 2005 showasdktended release products perform
better than NCEs during the first five years ofititemmercial launch. Currently, there are fiveesxded release AEDs on the market (Tegreto
XR, Carbatrol, Depakote ER, Lamictal XR, Keppra X&) reflected in the chart below, with Depakotedaihing almost 40% of all divalpro
prescriptions, including immediate release versmiridepakote and generic divalproex, in its fifésy after commercial launch. We believe
that the modest conversion of the correspondingoubé prescriptions of the recent commercial laesdf Keppra XR and Lamictal XR are
due to limited promotional support behind both prcid.

9 Duh, M.S.,The risks and costs of multiple-generic substitutibtopiramate published June 2009 keurology.
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Comparison of Molecule Conversion of Extended Relsa Anti-Epilepsy Drugs
(measured as percentage of total prescriptions fagach individual molecule)
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Our Neurology Portfolio

Oxtellar XR and Trokendi XR are novel extendedasteformulations of two well known and approved AEBxcarbazepine and topiramate,
respectively. Both formulations are designed teoépilepsy patients effective therapy, reduced sifects and improved compliance with
once-per-day dosing. We believe that by deliverimaye consistent and steady maintenance of bloa é®ncentrations of oxcarbazepine and
topiramate, respectively, Oxtellar XR and TrokeX& can potentially reduce adverse side effectsimpdove tolerability of the drugs, which
can improve compliance and enable patients to lidnah better seizure control and fewer breaktlgtoseizures as compared to similar
immediate release products. Given that OxtellaraxXig Trokendi XR are based on different drug compewand different mechanisms of
action, they target different market segments atigpt populations within the epilepsy market.

Oxtellar XR (extended release oxcarbazepine)

Oxtellar XR is a novel oral onagaily extended release formulation of oxcarbazepiriech we launched on February 4, 2013. The prodas
approved by the FDA as adjunctive therapy of pest#ures in adults and in children 6 years tydars of age and has three years of
marketing exclusivity through October 2015.

Three U.S. patents have been issued covering @xbéR providing patent protection through 2027.

Novartis markets oxcarbazepine as an immediataselformulation, under the brand name Trilepta #so available in a generic for
Trileptal was initially developed and approvedhe United States in 2000. Trileptal is indicatedrfmnotherapy and adjunctive therapy of
epilepsy. Like many
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AED's it is also prescribed by physicians for ngiraped indications. It reached peak worldwide safe®721 million in 2006 before generic
products entered the U.S. market in October 200Y.(1

Oxcarbazepine represents approximately 2.8% of A&® prescriptions, according to data from IMS HleaOxcarbazepine is an active
voltage-dependent sodium channel blocker that,ittep effectiveness in treating epilepsy, is asged with many side effects that tend to
limit its use. The side effects associated withrtgloxcarbazepine include, among others, dizzirdmshle vision, somnolence, nausea, fatigue
and vomiting. Oxtellar XR has been designed to cediide effects, resulting in improved patient chamge and tolerability.

With its novel pharmacokinetic profile that deligdower peak plasma concentrations, slower rateprit and smoother and more consistent
blood levels compared to immediate release produch as Trileptal, we believe Oxtellar XR hasgbgential of improving the tolerability of
oxcarbazepine by reducing the side effects expegigtiby patients. This could enable more patienesfaztively tolerate higher doses of
oxcarbazepine, which would permit them to benefitrf the resulting efficacy and greater seizurermbiat have been previously reported in
patients at higher doses. In addition, Oxtellar otiRe-per-day dosing is designed to improve patientpliance compared to the current
immediate release products that are taken multiples per day.

Commercialization Strategy

Oxtellar XR is the only once-daily oxcarbazepinedurct indicated for the treatment of epilepsy i thS. as an adjunctive therapy and
competes against the existing immediate releasarbazepine products on the market. We believeQhgllar XR could, over time, capture a
significant share of the oxcarbazepine prescriptiamnket, consistent with the performance of simgletended release products that have beer
introduced in the U.S. epilepsy market over the p&s/ears. We launched the product on Februa2p3 with a small specialty sales force of
approximately 75 representatives. As of DecembeRB13, we had a sales force of more than 110 sapessentatives promoting Oxtellar XR
for adjunctive therapy of partial seizures in aglalihd in children 6 years to 17 years of age irtthiged States. Our commercial effort includes
our sales force calling on healthcare providersdiacate them on the treatment benefits of OxtXlRuin epilepsy. Three US patents have beel
issued covering Oxtellar XR and providing patemt@ction expiring no earlier than 2027.

The results of the Phase 1lI pivotal trial for Qkde XR appeared in the March 2014 issuédofa Neurologica Scandinavica he publication
entitled "Efficacy and safety of extended-releaseatbazepine (Oxtellar XR™) as adjunctive therappatients with refractory partial-onset
seizures: a randomized controlled trial,” can hentbin Acta Neurologica Scandinavica/olume 129, Issue 3, pages 143-153 and is availab
online at http://onlinelibrary.wiley.com/doi/10.11/Ane.12207/abstract. These results indicate thetfeness of Oxtellar XR in the treatment
of patients with refactory partial onset seizures.

(10) Based on sales data as reported in Novartis AGmiAlrReport on Form 20-F for the fiscal year endedember 31, 2006 and in a
media release issued by Novartis International AGanuary 21, 2008.
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Trokendi XR (extended release topiramate)

Trokendi XR is a novel oral once-daily extende@ask topiramate product for the treatment of epyleywhich we launched on August 26,
2013. Trokendi XR is the first once-daily topiramaroduct approved in the U.S., as initial monatpgrin patients 10 years of age and older
with partial onset or primary generalized tonlonic seizures, and as adjunctive therapy in pti6 years of age and older with partial onss
primary generalized tonic-clonic seizures or witizares associated with Lennox-Gastaut syndrome.

Topiramate is marketed by Johnson & Johnson uigelbtand name Topamax and is also available inrgpefioems. Topiramate is currently
available only in immediate release form and isdatéd for monotherapy and adjunctive therapy iteppy and for the treatment of migraine.
Like many AED's it is also prescribed by physiciémrsnonapproved indications. Topamax reached pealdwide sales of $2.7 billion in
2008, before generic products entered the U.S. eharkMarch 2009.(11) With approximately 11.7 naiflitotal topiramate prescriptions in the
U.S. in 2013, topiramate represents approximata9e8of total AED prescriptions, according to datanf IMS Health. Topiramate is believed
to work in epilepsy through various mechanismentiances the inhibitory effect of the GABA (gamnmaireobutyric acid) neurotransmitter
that regulates neuronal excitability throughoutnieevous system, blocks the excitatory effect efghutamate neurotransmitter, blocks the
sodium channel and inhibits the carbonic anhydeaggme. The side effects associated with takingdogate, which have tended to limit its
use, include, among others, dizziness, fatigue netence and slowing of certain cognitive functions.

Trokendi XR is designed to improve patient compt@and to have a better tolerability profile conaghto the current immediate release
products that are taken multiple times per dayk&nali XR's pharmacokinetic profile delivers loweaj plasma concentrations and slower
input rate over an extended time period resultmgmoother and more consistent blood levels ofaomate during the day compared to
immediate release Topamax. We believe such a enaiitigates blood level fluctuations that are tgflicassociated with many of the side
effects or breakthrough seizures that patientssaffier when taking immediate release products. 8itkts can lead patients to skipping do
and such non-compliance could place them at higblefor breakthrough seizures.

Commercialization Strategy

We believe that the side effects associated withéufiate release topirate create an opportunitygdo offer patients Trokendi XR as an
alternative therapy with an improved once-per-dafile. We believe that Trokendi XR could, over éntapture a significant share of the
topiramate prescriptions, consistent with the panmce of similar extended release products thag baen introduced in the U.S. epilepsy
market over the past 15 years. As of December @13 2ve had a sales force of more than 110 sgbessentatives promoting Trokendi XR to
healthcare providers for the treatment of epildpsye United States. Three U.S. patents have isserd covering the product and providing
patent protection expiring no earlier than 2027.

Clinical data was released at the American Epilepsgiety Meeting in December 2013 in Washington BQu may find this data and
scientific posters included in Exhibit 99.2 of Fo8iK filed on December 13, 2013. In total, Supernus tweelve presentations/scientific pos
highlighting data that were generated on Trokeriatd Oxtellar XR.

(11) Based on sales data as reported in Johnson & Joknsonual Report on Form 10-K for the fiscal yeaded January 3, 2010.
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ADHD
Overview

ADHD is a common CNS disorder characterized by tgraentally inappropriate levels of inattentionpbyactivity, and impulsivity. ADHD
affects an estimated 6% to 9% of all school-agklodm and 3% to 5% of adults in the United Stal&y.An estimated 50% of children with
ADHD continue to meet criteria for ADHD into adotesce.(13) For the 12 months ending July 2013, rdeogto data from IMS Health, the
U.S. market for ADHD prescription drugs was $8.6idn with 58.2 million prescriptions. Diagnosis ADHD requires a comprehensive
clinical evaluation based on identifying patientsorexhibit the core symptoms of inattention, hypgvéty, and impulsivity. Generally,
behavior is sufficiently severe and persistentaose functional impairment. Although many childreay be inattentive, hyperactive or
impulsive, the level of severity and degree of tioal impairment, as well as considerations of twhay be behind the underlying symptoms,
determine which children meet the diagnosis andraeged for ADHD. It is estimated that the anm@dietal cost of illness for ADHD is more
than $36 billion.(14)

Current Treatment Options

Since Ritalin was introduced, stimulant therapiagehgrown to become the most common form of treatrfee ADHD. Studies indicate that
approximately 80% of ADHD patients respond to stamis.(15) A key difference between older and nesval stimulants is the duration of
action. Most of the older stimulants, representipgroximately 35% of total oral stimulant presadps based on IMS Health data, are
immediate release products that last approximdteily hours, requiring multiple administrations thghout the day. In contrast, most of the
recently launched products, representing approxin@5% of total oral stimulant prescriptions basedMS Health data, are extended releas
formulations that last up to twelve hours or more.

While stimulant treatments calm and improve thecemtration of ADHD patients, these drugs have tswmwn to have various side effects
including loss of appetite, insomnia and, to adeskegree, cardiovascular effects. Stimulant treatsare controlled substances and can be
associated with social stigma and the potentiahbrse. Approximately 30% of patients with ADHD aom-responsive to or non-tolerant of
treatment with stimulants.(16) Non-stimulants offéysicians an alternative ADHD therapy, includfogpatients who have coexisting
conditions, such as conduct disorder, major depestsorder, or bipolar disorder, that are commiaiated for stimulant use based on the risk
for stimulant abuse.

(12) Dopheide, J.A.Attention-Deficit-Hyperactivity Disorder: An Updat@ublished June 2009 Pharmacotherapy
(13) Floet, A.M.W. Attention-Deficit/Hyperactivity Disorderpublished February 2010 Rediatrics in Review

(14) Pelham, W.EThe Economic Impact of Attention-Deficit/HyperaityiDisorder in Children and Adolescentpublished July 2007 in
Journal of Pediatric Psychology

(15) Swanson, J.MAttention-deficit hyperactivity disorder and hypieskic disorder, published February 1998 fthe Lanceand Budur,
K., Non-Stimulant Treatment for Attention Deficit Hypetivity Disorder, published July 2005 iRsychiatry.

(16) Wigal, S.B.,Efficacy and Safety Limitations of Attention-Ddfldyperactivity Disorder Pharmacotherapy in Childrand Adults

published August 2009 i8NS Drugsand Budur, K.Non-Stimulant Treatment for Attention Deficit Hygetivity Disorder, published
July 2005 inPsychiatry.
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Coexisting Conditions

Studies show that as many as 67% of children wive BdDHD may have coexisting conditions such as sfjmmal defiant disorder, conduct
disorder, anxiety disorder and depression.(17titeon, it has been estimated that approximat&it 2f children with ADHD also exhibit
persistent conduct problems, such as impulsiveesggpn.(18) Untreated, these serious conduct prabtan place patients at risk of persisten
aggressive and argicial behavior, such as knowingly destroying propehysically attacking people and bullying. Thgmtients also face
increased risk of suicidal behavior, and are ah higk of entering the juvenile justice system degteloping substance abuse problems later ir
adulthood.

Aggression is usually divided into two subtypesdatory (i.e., "cold") aggression, which can becdbsd as goal-oriented, controlled and/or
planned, and impulsive or affective (i.e., "hotjgeession, which can be described as reactiveannptl and/or uncontrolled. Patients with
ADHD who exhibit aggression commonly demonstrate"tiot," or impulsive, type of aggression. For thpatients, this "hot" aggression is
generally recurrent, occurs outside of a justifiadibcial context, has intensity, frequency, duratipseverity that is disproportionate to its
triggers and causes distress and impairment tpdtient. Impulsive aggression represents a brogdjosy of maladaptive, aggressive
behaviors that can complicate the management of BDdditism, bipolar disorder, posgumatic stress disorder and other psychiatriordess

Current Treatments for mpulsive Aggression in Patients with ADHD

Currently, there are no approved medications feating impulsive aggression in patients with ADHIDe current treatment options for
impulsive aggression in patients with ADHD inclys®ychosocial interventions, such as school-or faiméised behavioral therapies, which are
usually not wholly effective. In the large, multsiMultimodal Treatment Study of Children with ADHD9) a seminal clinical trial designed
by experts from key stakeholder communities sudh@®ational Institute of Mental Health, researshebserved that after 14 months of ei
ADHD medication-only or a regimen that combined ADIhedication with behavioral interventions, 44%fudse children with ADHD (or
26% of the total sample size in the trial) who &itieid initial aggression still had what can be dibgd as impulsive aggression at the end o
trial, demonstrating that psychosocial intervergiamy not work for a large percentage of childréth wWDHD who exhibit aggressive
behaviors.

In response, doctors have also tried to treatgitasp with off-label use of prescription medicinssch as mood stabilizers, stimulants and ant
psychotic drugs. Results have varied, but antidpsiic drugs appear to have the best therapeutenfiat. Unfortunately, many of these agents
are associated with adverse effects including tpedyskinesia, lipid abnormalities, and diabetelich is of particular concern when treating
pediatric populations.

(17) Floet, A.M.W.,Attention-Deficit/Hyperactivity Disorderpublished February 2010 Rediatrics in Review

(18) Jensen, P.SConsensus Report on Impulsive Aggression as a Sgmitross Diagnostic Categories in Child Psychialmyplications
for Medication Studiespublished March 2007 idournal of the American Academy of Child and Adtdes Psychiatry

(19) The MTA Cooperative Groug 14-month randomized clinical trial of treatmetragegies for attention-deficit/hyperactivity distar,
published December 1999 Archives of General Psychiatry
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Our Psychiatry Portfolio

Our psychiatry portfolio includes three productdigiates for the treatment of impulsive aggressiopatients with ADHD, ADHD or its
coexisting conditions and one product candidatelépression, each of which is designed to bringoimgmt advancements in therapy.

SPN-810 (molindone hydrochloride)

We are developing SPN-810 (molindone hydrochloexieended release formulation) as a novel treatfioeminpulsive aggression in patients
with ADHD. We initiated a Phase Ilb trial of SPN&ih the United States in June 2011, from whichreeeived preliminary results in
November 2012. The study accomplished its objestofeestablishing a dose range at which the drefféxtive and confirmed the efficacy
SPN-810 in the treatment of impulsive aggressiosnime ADHD patients. Based on the efficacy dematedrby the low and medium doses in
this study across several measures in these matieathave decided to advance the program intodtage development. We are continuing
our discussions with the FDA to advance the develaqt program and the design and protocol for PHasknical trials of SPN-810. If
approved by the FDA, SPN-810 could be the firstpat available to address this serious, unmet rabdeed.

Molindone hydrochloride was previously marketedhe United States as an anti-psychotic to tredzsphrenia under the trade name Moban.
Molindone hydrochloride is unusual among anti-p®jids in that it is less likely to be associatethwieight gain. In addition, we believe the
lower doses tested for the proposed indicatiomgfulsive aggression should be more easily tolerdiaid the higher doses approved to treat
schizophrenia. SPN-810's low potential to causghtajain leads us to believe that SPN-810 couldrbattractive candidate among the anti-
psychotic drugs for the effective treatment of itspue aggression in patients with ADHD. Althouglitislly we are developing SPN-810 as a
treatment of impulsive aggression in patients VNBHD, if we are successful in demonstrating theetifzeness of SPI810, we may then loc

to develop the product candidate for the treatroénther patient populations that are characterimeinpulsive aggression, including patients
with autism, schizophrenia, some forms of demeatia, bipolar disorder. We are developing an intilial property position around the novel
synthesis process for this product candidate at®huse in impulsive aggression in ADHD and itselalelivery with extended release.

SPN-810 Development Program

We have conducted several clinical trials for SPIN);8ncluding a Phase lIb trial that was succelsftdmpleted in 2012. As a result of a
September 2013 scientific meeting with the FDA, @wampany is now designing a Phase 1l protocol Whidll undergo a SPA with patient
dosing planned to begin in 2015. In 2014, the Comypaill focus on preparations for this Phase lidltrSuch preparations include scaling up
the active ingredient and formulation manufactutimg commercial scale to produce adequate sugpligsvotal Phase Il trials.

In 2012, we completed a Phase IIb multicenter, earided, double-blind, placebo-controlled trial retUnited States in pediatric subjects 6 to
12 years of age diagnosed with ADHD and impulsiggrassion that is not controlled by optimal stinrmaland behavioral therapy. The primary
objective of the study was to assess the effeatiseinf SPN-810, extended release, at three diffdo=m®s in reducing impulsive aggression
after at least three weeks of treatment. The psireadpoints were the effect in reducing impulsiggrassion as measured by change in the
score of the Retrospective—Modified Overt Aggressszale, or R-MOAS, and the rate of remission gfufgive aggression. Secondary
endpoints include measurement of the effectivenES$N-810 on Clinical Global Impression, or CGidaADHD scales as well as evaluation
of the safety and tolerability of the drug. In adui, we are exploring the potential added advasgaif an extenderklease formulation, such
greater compliance and, therefore, effectivenessfiool-age children and lower unwanted side

15




Table of Contents

effects or interpatient variability. Patients whanpleted the study were offered the opportunitydntinue into an open-label phase of six
months duration. We received preliminary resultgrfithis trial in November 2012.

For all patients, low and medium doses of SPN-810 met the effieawpoint of rate of remission of aggression andveldostatistical
significance versus placebo with p-values of 0.808 0.043 and percent of patients wittVIRAS remission of 51.9% and 40.0%, respecti
Although statistical significance was not reacttbd,low and medium doses also showed a reductieadre for the R-MOAS of 62.6% and
57.9%, respectively, with p-values of 0.071 andlB.1

For patients of 30 kg or more in weic, the low and medium doses of SPN-810 showed talisignificance versus placebo on the change i
R-MOAS primary endpoint with p-values of 0.024 &n@49, and high percent reduction in the R-MOASesof 80.9% and 75.2%,
respectively. In addition, both doses resulteceimission of aggression with statistical significawersus placebo (p-values of 0.004 and
0.021), and percentages of patients with R-MOASission of 66.7% and 53.3%, respectively. The lowedalso met the secondary endpoints
of Clinical Global Impression for Severity and Imogement, and of the Swanson, Nolan and Pelham ¢r8tale, or SNAP-1V, rating for
Oppositional Defiant Disorder, or ODD, with statiad significance versus placebo with p-values.60@, 0.017 and 0.039, respectively, and
improvements of 41.3%, 34.5% and 49.3%. The higdedbd not show statistically significant efficaagross any of these measures.

For patients under 30 kg in weig, while the low and medium doses showed improvesewr placebo in the primary endpoints and the
SNAP4V rating for ODD, the studied doses did not shaatistical significance versus placebo on efficamasures. Coupled with the fact t
the high dose did not show efficacy with statidtgignificance, this unexpected result leads usdeve that the most effective doses are thos
that achieve certain plasma concentrations (relatbddy weight) that do not exceed a level beywhith a saturation threshold is reached.

Efficacy in Patients2 30 kg on Low to Medium Doses

Primary Efficacy Endpoints

(Treatment vs. placebo in ITT population) Placebo Low Dose Medium Dose High Dose

R-MOAS Change Overall (% improveme! (38.5) (62.€) (57.9 (39.7)
Patients (<30kg (35.9 (42.3) (44.9) (33.7)
Patients & 30kg) (41.5) (80.9 (75.2) (44.9)

R-MOAS Remission Overall (% of patient (20.0 (51.9 (40.0 (32.9)
Patients (<30kg (25.0 (33.9 (26.7) (21.9
Patients & 30kg) (16.7) (66.7) (53.9) (41.2)

R-MOAS=Retrospective-Modified Overt Aggression ¢&-MOAS Change=from Baseline (Visit 5) to EndpdMisit 10); R-MOAS
Remission=Score af 10 (LOCF=Last Observation Carried Forward) at Erialp@/isit 10)

Efficacy in Patients2 30 kg on Low to Medium Doses

Primary Efficacy Endpoints

(Treatment vs. placebo in ITT population) Placebo Low Dose Medium Dose High Dose

R-MOAS Change Overall (% improveme! (38.5) (62.€) (57.9 (39.79)
Patients (<30kg (35.9 (42.3) (44.9 (33.9)
Patients = 30kg) (41.5) (80.9 (75.2) (44.9

R-MOAS Remission Overall (% of patient (20.0 (51.9 (40.0 (32.9
Patients (<30kg (25.0 (33.9 (26.7) (21.9
Patients = 30kg) (16.7) (66.7) (53.9) (41.2)
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R-MOAS=Retrospective-Modified Overt Aggression ¢&-MOAS Change=from Baseline (Visit 5) to EndpdMisit 10); R-MOAS
Remission=Score af 10 (LOCF=Last Observation Carried Forward) at Enalp@/isit 10)

Statistical Significance in Patients> 30 kg on Low Dose

Secondary Efficacy Endpoints Low Dose Medium Dose High Dose
(Treatment vs. placebo in ITT population) P-value P-value P-value
CGI-Severity Overal 0.13: 0.30¢ 0.24¢
Patients (<30kg 0.42( 0.83¢ 0.94¢
Patients = 30kg) 0.00: 0.117 0.12¢
CGl-Improvement Overa 0.17¢ 0.061 0.88¢
Patients (<30kg 0.49¢ 0.66¢ 0.75¢
Patients = 30kg) 0.017 0.02¢ 0.65¢
SNAF-IV—ODD Subscale Overa 0.061 0.122 0.661
Patients (<30kg 0.63¢ 0.17: 0.60:
Patients = 30kg) 0.03¢ 0.17¢ 0.861

CGlI=Clinical Global Impression; SNAP-IV=Swanson,|&lwand Pelham, ADHD Rating Scale; ODD=0Oppositiddefiant Disorder

Efficacy in Patients= 30 kg on Low Doses

Secondary Efficacy Endpoints

(Treatment vs. placebo in ITT population) Placebo Low Dose Medium Dose High Dose
CGI-Severity Overall (% improvemer 19.¢ 28.2 25.F 26.7
Patients (<30kg 22.¢ 17.C 22.L 23.€
Patients & 30kg) 15.¢ 41.2 31.1 29.5
CGl-Improvement Overall (% improvemer 15.1 20.C 28.1 18.2
Patients (<30kg 15.1 6.2 23.t 12.t
Patients = 30kg) 15.1 34.t 35.5 21.2
SNAP-IV—ODD Subscale Overall (%
improvement 18.C 34.4 30.5 21.4
Patients (<30kg 12.¢ 17.4 23.2 17.€
Patients = 30kg) 21.t 49.5 39.5 24.2

CGlI=Clinical Global Impression; SNAP-IV=Swanson,|&lwand Pelham, ADHD Rating Scale; ODD=0Oppositiddefiant Disorder

SPN-810 was well tolerated throughout the studgsall doses. The two serious AEs that occurred wet drug related; one of those
occurred prior to administration of study medicati®ne patient in the low dose arm and two patientise medium dose arm had severe AEs
that were considered either possibly or definitelated to the drug. Six patients in total discouid the study because of AEs in the active
treatment arms: one in low dose; two in medium dagd three in high dose. SPN-810 did not appehat@ any notable or systematic effects
on laboratory assessments, vital signs or ECG sisgags and exhibited a good safety and toleralmhbfile.
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Safe and Well Tolerated

Number (%) of Patients with: Placebo Low Dose Medium Dose High Dose
Any adverse event (AE 18 (58.) 11 (37.9 18 (60.) 21 (67.)
Adverse reactiol 7 (22.¢ 6 (20.%) 11(36.) 13 (419
Severe AE! 0 (0.0 1(3.9 4 (13.9) 1(3.2
Severe Adverse Reacti 0 (0.0 1(3.9 2 (6.7) 0 (0.0
Any serious AE (SAE 0 (0.0 0 (0.0 0 (0.0 1(3.9)
Serious Adverse Reacti 0 (0.0 0 (0.0 0 (0.0 0 (0.0
AEs leading to
discontinuatior 1(3.9 1(3.9 2 (6.7) 3(9.9)

Adverse Reaction=those AEs considered possiblefinitely study drug related, according to inveatay

Safe and Well Tolerated

Adverse Reaction (%) of Patients Placebo Low Medium High

Decreased appeti 0 0 3.3 =
Increased appetit 3.2 6.C 6.7 6.5
Sedatior 6.5 6.¢ 6.7 6.5
Somnolence 3.2 0 0 6.t
Fatigue 0 0 0 9.7
Dystonia 0 0 6.7 0

Adverse Reactions in 5% of patients across Titration and MaintenancéBsr

SPN-812

We are developing SPN-812, which is currently im$thll development, as a novel non-stimulant treatrfor ADHD. SPN-812 is a selective
norepinephrine reuptake inhibitor that we beliegald be more effective and have a better side effiexfile than other non-stimulant
treatments for ADHD. The active ingredient in SPN2&as an extensive safety record in Europe, wiharas previously marketed for many
years as an ardepressant. SPN-812 has not been developed akeéterhin the United States and, therefore, it wanéldtonsidered and
reviewed by the FDA as an NCE. Supernus currertlgihan active IND for the immediate-release foratioh SPN812. We anticipate we w
commence a trial to select the final extended-sddarmulation for SPN-812 in the second half af£0

SPN-812 would provide an additional option to tee fion-stimulant therapies currently available. bgbeve that SPN-812 could be more
effective than other non-stimulant therapies duigstdifferent pharmacological profile. Due to ddsmonstrated efficacy as an anti-depressant,
SPN-812, if studied in that specific patient popiolaand shown to be effective, may exhibit incezhbenefit in up to an estimated 40% of
ADHD patients who also suffer from major depresg@®) We are developing an intellectual propertgipon around the novel synthesis
process for this product candidate, its novel ns&®DHD and its novel delivery with extended release

(20) Biederman, JNew Insights Into the Comorbidity Between ADHD Mtajor Depression in Adolescent and Young Adult Hema
published in April 2008 idournal of the American Academy of Child and Admeas Psychiatrand Report of CME Institute of
Physicians Postgraduate Press, Inc., publishedigust 2008 idournal of Clinical Psychiatry
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SPN-812 Development Program

We completed a proof-of-concept Phase Ila U.Siadirtrial of SPN-812 in adults for the treatmeh®&®HD in 2011, in which SPN-812 was
well tolerated and demonstrated a statisticallpificant improvement over placebo as a treatmen&f@dHD. The trial met the primary
endpoints of safety and tolerability, and showedistically significant median reduction versusgelao in both investigator-rated and patient-
rated ADHD symptom scores. The trial was a randedhizlouble-blind, placebo-controlled trial in 5218l with a current diagnosis of ADHD
(26 subjects per treatment group).

Patients in the active arm were administered SPN&8h single dose level three times a day overvigeks, after a one-week titration phase.
The primary endpoint was safety, and SPN-812 waw/stio be safe and well tolerated by patients. S¢wndary endpoints included: the
efficacy of SPN-812 as measured by Total ADHD SympScore on the Conners' Adult ADHD Rating Scat€;AARS, a commonly-used
measurement for ADHD in adults, as rated by eadhefnvestigators and the patients, and the éffaatss of SPN-812 when compared to
placebo as determined by changes in the CGI—Impnew, or CGI-I, score. Patients in the active gracpieved overall significant median
reductions from baseline in investigator-rated C/AARtal ADHD symptom scores by study end, of 1fs versus 6.0 points for placebo
(p=0.0414) and in self-rated CAARS total symptorores by study end, of 10.5 points versus 1.0 facgtho (p=0.0349). With respect to the
other secondary endpoint of CGI-I scores, patiersbited a trend, although not statistically sfgpaint, toward larger median reductions in
scores from baseline versus placebo.

Given the positive results of this Phase lla triad, have focused on developing an extended refeaselation for optimum clinical outcome.
The Company will be completing a clinical trialtbe pharmacokinetics of extended release formulatio the first half of 2014 to select the
final formulation that will later enter a Phase tifal.

SPN-809

We are developing SPN-809 as a novel once-dailgiymocandidate for the treatment of depression.-88Nis based on the same active
ingredient as SPN-812. We currently have an opéhfid SPN-809 as a treatment of depression, thieatidn for which the active ingredient
in SPN-809 was approved and marketed in Europméoty years. Depression is a serious and commoasdissfecting approximately

121 million people worldwide.(21) Based on IMS Hkalata, the worldwide market for anti-depressan&pproximately $12 billion.

SPN-809 is a norepinepherine reuptake inhibitor iresents an opportunity to offer a differeiibtreatment option for patients suffering
from depression in the United States. Initial marksearch suggests that psychiatrists would 6Keatve such a once-daily option at their
disposal to treat various patients. Because SPNz80&ins the same active ingredient as 8RR-we expect that many of our activities rel
to the development of SPN-812 will also benefitdeeelopment of SPN-809. Supernus holds an adiizefor the SPN-809 product
candidate.

Our Proprietary Technology Platforms

We have a successful track record of developinghproducts by applying proprietary technologiekrnown drugs to improve existing
therapies and enable the treatment of new indiesitiOur key proprietary technology platforms inéuMicrotrol, Solutrol and EnSoTrol.
These technologies create novel customized prquofites designed to meet efficacy needs, more eoi@nt and less frequent dosing,
enhanced patient compliance, and improved tolétall certain specific applications. We have

(21) World Health Organizatiorkpilepsy: aetiogy, epidemiology and progngdiact Sheet No. 165, revised February 2001.

19




Table of Contents
employed our technologies in the development oflegacy products, as well as in our current progactfolio.
Microtrol (multiparticulate delivery platform)

Microtrol is based on the use of coated and uncoatati-particulates that can be filled into capsules, aisteéred as a sprinkle, or compres
into tablets as varying ratios to achieve novetamized release profiles. The following approved ararketed products incorporate our
Microtrol technology:

. Sanctura XR (trospium chloride), a treatment fogractive bladder;

. Oracea (doxycycline), a treatment for inflammatesions of rosacea,;
. Carbatrol (carbamazepine), an anti-epilepsy treatme

. Equetro (carbamazepine), a treatment for bipdiorder; and

. Adderall XR (mixed amphetamine salts), a stimulaDHD treatment.

These products will not contribute to our futumeafncial results.
Solutrol (matrix delivery platform)

Solutrol is a matrix delivery system that can delipoorly soluble, highly soluble, and pH dependsmhpounds in a reproducible and comy.
manner. Solutrol has been incorporated into Intgguanfacine), a nonstimulant ADHD treatment, whichurrently licensed to and marketed
by Shire plc. In April 2009, this license becamiyfpaid up when we sold to Shire the right to ieeeoyalties and milestone payments owed
to us for $36.9 million, which we primarily reinves into our research and development activities.

EnSoTrol (osmoatic delivery system)

EnSoTrol is comprised of a solubility enabled cane other agents surrounded by a semi-permeabldraamwith a laser-drilled hole. When
EnSoTrol is introduced to the contents of the gastestinal tract, it will induce solubilization ttie core contents via fluid intake across the
membrane coating. The solubilized core contentsheme released through the laser-drilled hole atbegosmotic gradient, thus yielding a
surface-area controlled constant release profil&drol has been tested in several clinical trialduding Phase Il trials conducted by United
Therapeutics for an oral formulation of treprodtiiethanolamine, or treprostinil which receivedA-Bpproval in December 2013.

In June 2006, we entered into a license agreemiéimUmited Therapeutics, for the worldwide develegrhand commercialization of an oral
formulation of treprostinil, which utilizes EnSoTior the treatment of pulmonary arterial hypertensor PAH, as well as for other
indications. Under the terms of the license agregnvee have received pre-commercial milestone paysnef $1.5 million. Remaining
milestone payments to us could total up to appraxéty $6.0 million, which includes milestone paynsethat could total $2.0 million based
the satisfaction of development milestones of tregdrostinil in PAH and up to approximately $4.0lion for the development of additional
treprostinil products for a second indication. We also entitled to receive royalties in the lownti single digits based on net sales worldv
of the oral formulation of treprostinil. On Decemi28, 2013, the FDA approved the product and dttthvee United Therapeutics indicated that
it will launch the product in 2014. Our license egment with United Therapeutics will expire, oroartry-by-country and product-by-product
basis, 12.5 years from the first commercial saleawh product in such country. United Therapeutiag terminate, at its option, the agreemen
for a technical, strategic or market-related caafe giving us a reasonable opportunity to cure.May terminate the agreement if, after
having launched a product in a country, United &peutics or its
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sublicensee discontinues the sale of such produet prolonged period of time for reasons unreléefdrce majeure, regulatory or safety
issues. In addition, either party may terminateateement for the material, uncured breach byther party and in certain events of
bankruptcy or insolvency of the other party.

Sales and Marketing

We have built our sales and marketing capabilitiehe United States to launch Oxtellar XR and Brudi XR. Additionally, there are plans to
further expand our sales and marketing capabiliesore than 150 sales representatives by mid-Z@binoting two epilepsy products to the
same physician audience allows us to leverage auanercial infrastructure with these prescribersc®©we have obtained approval for any of
our product candidates in our psychiatry portfolie, anticipate adding additional sales force meséro will be dedicated to marketing our
psychiatry products.

Manufacturing

We do not own or operate manufacturing facilitiesthe production of any of our product candiddtegond Phase Il clinical trials, nor do we
have plans to develop our own manufacturing opamatfor Phase Il clinical materials or commergisdducts in the foreseeable future. We
currently depend on thirgarty Commercial Manufacturing Organizations, or @8/ for all of our required raw materials and dsu@stance fc
our preclinical research and clinical trials. Werahd have contractual relationships for the commaémanufacture of all our product
candidates. For Trokendi XR, Oxtellar XR and owrdarct candidates, we currently rely on single tmiadty suppliers for raw materials
including drug substance and single manufactumrthe final commercial products. We currently eoypihternal resources and as needed
third-party consultants to manage our manufactucimgractors.

We have entered into agreements with Patheon Phatrticals Inc. and Catalent Pharma Solutions, tep@MOs headquartered in North
America, for the manufacture of the final commdrpiamducts Oxtellar XR and Trokendi XR, respectvélhese CMOs offer a comprehensive
range of contract manufacturing and packaging sesvand have successfully handled the scale upteflar XR and Trokendi XR to a
commercial production scale.

Competition

The biotechnology and pharmaceutical industrieayily competitive. A number of multinational ph@aceutical companies as well as large
biotechnology companies are pursuing the developofesr are currently marketing pharmaceutical pictd in the anti-epilepsy and ADHD
markets on which we are focusing.

Epilepsy

There are currently over 15 branded products, disaw¢heir generic counterparts, on the U.S. ntaridicated to treat some form of epilepsy.
Several NCEs have entered the epilepsy marketdimguPotiga, Vimpat and Banzel. Another NCE, Aptjamas recently approved and could
enter the market in early 2014. Based on IMS Heaiéiscription data from 1994 to 2005 for NCE lawexfor seizure disorders, such NCEs
average, experienced slow market penetration rgrigim 0.58% to 1.1% market share point gain oaramual basis. We believe this is
because physicians are often reluctant to chasggbée patient's existing therapy and risk a bteakigh seizure in their patients.

Oxtellar XR competes with all immediate releaseaskazepine products including Trileptal and relajederic products. We believe that
Oxtellar XR's once-daily formulation solves a ddglivery challenge specific to oxcarbazepine thastie overcome by all potential
competitors. We are aware of companies who havéfiaddelease oxcarbazepine products that are nedkeutside of the
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United States but, to our knowledge, such prodaesnot being pursued for the U.S. market. Thesdiffad-release oxcarbazepine products
include Apydan, which is developed by Desitin Arimnigtel GmbH, and requires twice-daily administoati

Trokendi XR competes with all immediate releaseértopate products including Topamax and related gepeoducts. We are aware that
Upsher-Smith Laboratories, Inc., or Upsi®mith, has an extended release topiramate proghath it has described as an internally develc
program for the management of epilepsy in adulitsquiss proprietary formulation technology. Thioduct received FDA approval on
March 11, 2014, and is expected to be launchedgsher-Smith under the brand name Qudexy XR somdiafare the end of the second
quarter of 2014.

ADHD

Competition in the U.S. ADHD market has increasdth the commercial launch of several products serd years, including the launch of
generic versions of branded drugs, such as Add¢RallShire plc is one of the leaders in the U.SHiDmarket with three products: Adderall
XR, an extended release stimulant treatment dedigmprovide oncefaily dosing; Vyvanse, a stimulant prodrug prodaanched in 2007; ar
Intuniv, a non-stimulant treatment launched in Naer 2009. Other stimulant products for the treatnoé ADHD in the U.S. market include
the following once-daily formulations: Concerta; tddate CD; Ritalin LA; Focalin XR; and Daytranah@t non-stimulants are Strattera and
Kapvay. We are also aware of clinical developmdfatres by several large and small pharmaceuticadganies including Eli Lilly, Otsuka
America, Inc., BMS, AstraZeneca plc, Abbott Laboras and Alcobra to develop additional treatmeattoms for ADHD.

Intellectual Property and Exclusivity
Overview

We have been building and continue to build owliettual property portfolio relating to our prodsiand product candidates, including
Oxtellar XR and Trokendi XR. We seek patent prategtwhere appropriate, in the United States atafiationally for our products and
product candidates. Our policy is to actively seegrotect our proprietary position by, among otiémgs, filing patent applications in the
United States and abroad (including Europe, Caaadacertain other countries when appropriate)irglab proprietary technologies that are
important to the development of our business. VBe edly on trade secrets, know-how, continuingieébgical innovation and in-licensing
opportunities to develop and maintain our proprietssition. We cannot be sure that patents wilyjimnted with respect to any of our pending
patent applications or with respect to any patpptieations filed by us in the future, nor can weedure that any of our existing patents or any
patents that may be granted to us in the futurebgicommercially useful in protecting our techrglo

Our success will depend significantly on our apilit obtain and maintain patent and other propnygaotection for the technologies and
products we consider important to our businessrtkbur patents, preserve the confidentiality ofttade secrets and operate our business
without infringing the patents and proprietary tigbf third parties.

We have established and continue to build propsigtasitions for Oxtellar XR, Trokendi XR, our pip® product candidates and technolog
in the United States and abroad.

Patent Portfolio

Our extended release oxcarbazepine patent portfoli@ntly includes five U.S. patents, three ofathéover Oxtellar XR. We have also
obtained two patents for extended release oxcaplireezé Europe, one patent each in Canada. Japstradia, and Mexico. In addition, we
have certain pending U.S. and foreign patent aafatios that are directed to various extended rel&asnulations containing
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oxcarbazepine. The three issued U.S. patents camyvéxxtellar XR will expire in 2027. We own all dfd issued patents and the pending
applications.

In addition to the patents and patent applicatreteting to Oxtellar XR, we currently have thre&SUpatents that cover Trokendi XR. We have
one patent each issued in Europe and AustralieXtanded release topiramate and have certain mehld# and foreign patent applications in
Canada and other countries that relate to the pat@nts directed to various extended release fatinnk containing topiramate. Two of the
issued U.S. patents will expire in 2027 and thedthatent will expire in 2029. We own all of theugd patents and pending applications.

Our patent portfolio also contains patent applaairelating to our other pipeline products. Weehmur families of pending U.S. non-
provisional and foreign counterpart patent applice relating to our SPN-810 product candidateeat if issued, from the applications could
have terms expiring from 2029 to 2033. We own &the issued patents and the pending applications.

With regard to our SPN-812 product candidate, wesliaree families of pending U.S. non-provisionad &oreign counterpart patent
applications. Patents, if issued, from the apglcet could expire from 2029 to 2033. We have ortergaeach issued in Europe and Canada ir
one of these families, covering a method of trepfiHD using viloxazine. We own all of the issueatgnts and the pending applications.

The U.S. patent system permits the filing of primnal and non-provisional patent applications. Apoovisional patent application is
examined by the U.S. Patent and Trademark OfficelSPTO, and can mature into a patent once the @Sd#Termines that the claimed
invention meets the standards for patentabilityprévisional patent application is not examineddatentability, and automatically expires

12 months after its filing date. As a result, aysmnal patent application cannot mature into gp& The requirements for filing a provisional
patent application are not as strict as thoseilfagfa non-provisional patent application. Prowisal applications are often used, among other
things, to establish an early filing date for asedpuent nomprovisional patent application. The term of indivéd patents depends upon the I¢
term of the patents in the countries in which theg obtained. In most countries in which we fites patent term is 20 years from the earliest
date of filing a non-provisional patent applicatitmthe United States, a patent's term may bethemgd by patent term adjustment, or PTA,
which compensates a patentee for administrativayddly the USPTO in granting a patent. In view té@nt court decision, the USPTO is
under greater scrutiny regarding its calculatiohere the USPTO erred in calculating the PTA forghtents in question denying the patent
portion of the patent term to which it was entitl@dternatively, a patent's term may be shortefiedpatent is terminally disclaimed over
another patent.

The filing date of a non-provisional patent apgiiea is used by the USPTO to determine what infdiomais prior art when it considers the
patentability of a claimed invention. If certaimtérements are satisfied, a non-provisional paaeptication can claim the benefit of the filing
date of an earlier filed provisional patent apgiima As a result, the filing date accorded by phevisional patent application may supersede
information that otherwise could preclude the ptbitity of an invention.

The term of a patent that covers an FDA-approved dray also be eligible for patent term extenstwwrR TE, which permits patent term
restoration as compensation for the patent terirdimsng the FDA regulatory review process. ThedRrice Competition and Patent Term
Restoration Act of 1984, or the Hatch-Waxman Ameendts, permits a PTE of up to five years beyoncettpggration of the patent. The length
of the PTE is related to the length of time thegdsiunder regulatory review. Patent extension atartend the remaining term of a patent
beyond a total of 14 years from the date of prodpgtroval and only one patent applicable to an@apgat drug may be extended. Similar
provisions are available in Europe and other forgigisdictions to extend the term of a patent twters an approved drug. In the future, if
when our pharmaceutical products receive FDA oeoth
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regulatory approval, we may be able to apply foEP®n patents covering those products. Depending the timing, duration and specifics of
FDA approval of our SPN-810 and SPN-812 productihates and issuance of a U.S. patent covering themsed on a U.S. patent application
in our portfolio, we may obtain a U.S. patent tisatligible for limited patent term restoration.

Other Intellectual Property Rights

We seek trademark protection in the United Statelsigternationally where available and when appeder We have filed for trademark
protection for several marks, which we use in catina with our pharmaceutical research and devetyrmollaborations as well as products.
We are the owner of various U.S. federal trademeglistrations (®and registration applications (™), including thédaing marks referred t
in this Annual Report on Form 10-K pursuant to &alile U.S. intellectual property laws: "Supernus®icrotrol®," "Solutrol®," "Trokendi
XR™ " "Oxtellar XR®," and the registered Supernimfnaceuticals logo.

From time to time, we may find it necessary or pntdo obtain licenses from third party intelledtpieoperty holders. Where licenses are
readily available at reasonable cost, such liceasesonsidered a normal cost of doing businessthiar instances, however, we may use the
results of freedom-to-operate inquiries and inteamalyses to guide our early-stage research away &reas where we are likely to encounter
obstacles in the form of third party intellectuabperty. For example, where a third party holdsvaht intellectual property and is a direct
competitor, a license might not be available on m@mtially reasonable terms or available at all. sive to identify potential third party
intellectual property issues in the early stagesusfresearch programs, in order to minimize thet aad disruption of resolving such issues.

To protect our competitive position, it may be resagy to enforce our patent rights through litigathgainst infringing third parties. Litigation
to enforce our own patent rights is subject to wiadaties that cannot be quantified in advancehéncase of an adverse outcome in litigation,
we could be prevented from commercializing a produaising certain aspects of our technology ptat®as a result of patent infringement
claims asserted against us. This could have a iabégiverse effect on our business. In additidigdtion involving our patents carries the risk
that one or more of our patents will be held inddih whole or in part, on a claim-by-claim basisheld unenforceable. Such an adverse cou
ruling could allow third parties to commercializegucts or use technologies that are similar t@,camd then compete directly with us, with
payment to us. See "Risk Factors—If we are suethfanging intellectual property rights of thirdagties, it will be costly and time consuming,
and an unfavorable outcome in that litigation woiddre a material adverse effect on our business."

In-Licensing Arrangements
Afecta Pharmaceuticals, I nc.

We have entered into two license agreements wigtt@&fPharmaceuticals, Inc., or Afecta, pursuanthich we obtained an exclusive optior
evaluate Afecta's CNS pipeline and to obtain exetusorldwide rights to selected product candidaiteduding an exclusive license to SPN-
810. Under the terms of the license agreement$iawve paid Afecta $550,000 in license fees and toifespayments and may pay up to an
additional $300,000 upon the achievement of certalastones. If a product candidate is successtidlyeloped and commercialized, we will
be obligated to pay royalties to Afecta based drsakes worldwide in the low-single digits. Unléseminated by us or Afecta for material
breach or bankruptcy, by Afecta for our discontimraof development and commercialization actigtier by us for convenience, the license
agreements will continue in full force and effentacountry-by-country basis until six months frtma discontinuation of the commercial sale
and collection of revenues for the Afecta product.
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Rune Healthcare Limited

In June 2006, we entered into a purchase and gedermaent with Rune Healthcare Limited, or Rune,re/lvee obtained the exclusive
worldwide rights to a product concept from Rune3&N-809. Under the terms of the agreement, we pakeRune a £25,000 up-front fee. If
we receive approval to market and sell any prodoased on the Rune product concept, we will begateid to pay royalties to Rune based on
net sales worldwide in the low-single digits. Uslésrminated by us or Rune for material breactRbge for our discontinuation of
development or commercialization activities relgtio a product based on the Rune product conceptyilvbe obligated to pay royalties to
Rune on a country-by-country basis until the eadiga) ten years from the date of first commédrsae of a product based on the Rune
product concept, or (b) the market entry in sualmty of any product utilizing the Rune productdy entity other than us, our affiliates or
our licensees.

Confidential Information and I nventions Assignment Agreements

We require our employees, temporary employees ansluttants to execute confidentiality agreementsmupe commencement of
employment, consulting or collaborative relatiopshwith us. These agreements provide that all denfial information developed or made
known during the course of the relationship witheskept confidential and not disclosed to thirdipa except in specific circumstances. The
agreements provide that all inventions resultimgrfrwork performed for us or relating to our bustasd conceived or completed by the
individual during employment or assignment, as iepple, shall be our exclusive property to the Bfermitted by applicable law.

We seek to protect our products, product candidatdsour technologies through a combination ofrtatdrade secrets, proprietary knbaw,
FDA exclusivity and contractual restrictions onafiisure.

Government Regulation
Product Approval

Government authorities in the United States aféderal, state and local level, and other countagtensively regulate, among other things
research, development, testing, manufacture, guadittrol, approval, labeling, packaging, storageprdkeeping, promotion, advertising,
distribution, marketing, export and import of pratiisuch as those we are developing. Our produclidates must receive final approval from
the FDA before they may be marketed legally inWinited States.

U.S. Drug Development Process

In the United States, the FDA regulates drugs uttdeFederal Food, Drug, and Cosmetic Act, or FD&#d through implementation of
regulations. The process of obtaining regulatogyrayals and ensuring compliance with appropriatiefal, state, local and foreign statutes
regulations requires the expenditure of substatitied and financial resources. Failure to complihwie applicable U.S. requirements at any
time during the product development process, aghnorocess, or after approval, may subject an egplito administrative or judicial
sanctions. These sanctions could include the FEBAUsal to approve pending applications, withdragfadn approval, a clinical hold, warning
letters, product recalls, product seizures, prodetgntion, total or partial suspension of productir distribution, injunctions, fines, refusals of
government contracts, restitution, disgorgemertiat or criminal penalties.

The process required by the FDA before a drug neamarketed in the United States generally invotiiesollowing:

. completion of preclinical laboratory tests, anirsadies and formulation studies according to Goaldratory Practices
regulations;
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. submission to the FDA of an IND, which must becaaffective before human clinical trials may begin;

. performance of adequate and well-controlled huntiacal trials according to Good Clinical Practices GCP, to establish the
safety and efficacy of the proposed drug for itenmded use;

. submission to the FDA of an NDA for a new drug;

. satisfactory completion of an FDA inspectiortled manufacturing facility or facilities at whichet drug is produced to assess
compliance with current Good Manufacturing Practjee cGMP; and

. FDA review and approval of the NDA.

The testing and approval process require substaintia, effort and financial resources and we catocertain that any approvals for our
product candidates will be granted on a timely fiasat all.

Once a pharmaceutical product candidate is idedtfior development, it enters the preclinical tegttage. Preclinical tests include laboratory
evaluations of product chemistry, toxicity, caraeaicity, formulation and stability, as well asmai studies. An IND sponsor must submit the
results of the preclinical tests, together with ofaoturing information, analytical data and anyikae clinical data or literature, to the FDA
as part of the IND. The sponsor must also inclugeotocol detailing, among other things, the objes of the initial clinical trial, the
parameters to be used in monitoring safety aneffieetiveness criteria to be evaluated if the &higlinical trial lends itself to an efficacy
evaluation. Some preclinical testing may continuereafter the IND is submitted. The IND automatichecomes effective 30 days after
receipt by the FDA, unless the FDA places the céhirial on a clinical hold within that 3@ay time period. In such a case, the IND sponsd
the FDA must resolve any outstanding concerns bdfwe clinical trial can begin. Clinical holds alsay be imposed by the FDA at any time
before or during trials due to safety concernsar-compliance.

All clinical trials must be conducted under the eyision of one or more qualified investigatorsastordance with GCP regulations. These
regulations include the requirement that all redeaubjects provide informed consent. Furthernatitutional review board, or IRB, must
review and approve the plan for any clinical thafore it commences at any institution. An IRB ddass, among other things, whether the
risks to individuals participating in the trialseaminimized and are reasonable in relation to gratied benefits. The IRB also approves the
information regarding the clinical trial and thensent form that must be provided to each clinigal subject or his or her legal representative
and must monitor the clinical trial until completed

Once an IND is in effect, each new clinical protoemod any amendments to the protocol must be stduitio the IND for FDA review, and to
the IRBs for approval. Protocols detail, among pthags, the objectives of the clinical trial, dug procedures, subject selection and exclu
criteria, and the parameters to be used to mositbject safety.

Human clinical trials for product candidates angid¢glly conducted in three sequential phases tlagt overlap or be combined:

. Phase I. The product is initially introduced into healthyman subjects and tested for safety, dosage nalerabsorption,
metabolism, distribution and excretion. In the cakssome products for severe or life-threatenirggdses, especially when the
product may be too inherently toxic to ethicallyradister to healthy volunteers, the initial humasting may be conducted in
patients.

. Phase Il. Phase Il trials involve investigations in a ligdtpatient population to identify possible advei§ects and safety risk

to preliminarily evaluate the efficacy of the pratléor specific targeted diseases and to deterhisage tolerance and optimal
dosage and schedule.
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. Phase Ill. In Phase llI, clinical trials are undertakenuctfier evaluate dosage, clinical efficacy and ygafean expanded
patient population at geographically disperseddadirtrial sites. These trials are intended toldsh the overall risk/benefit rat
of the product and provide an adequate basis tpiagory approval and product labeling.

Phase I, Phase Il and Phase Il testing may nobbwleted successfully within any specified peribdf all. Progress reports detailing the
results of the clinical trials must be submittedeatst annually to the FDA and safety reports rhessubmitted to the FDA and the investigator:
for serious and unexpected side effects. The FD#@sponsor may suspend or terminate a clinizdlat any time on various grounds,
including a finding that the research subjectsaiigmts are being exposed to an unacceptable hesdttSimilarly, an IRB can suspend or
terminate approval of a clinical trial at its irigtion if the clinical trial is not being conductedaccordance with the IRB's requirements oré
drug has been associated with unexpected serioosthgatients.

Concurrent with clinical trials, companies usuatymplete additional animal studies and must alselde additional information about the
chemistry and physical characteristics of the pebdandidate and finalize a process for manufaoguifie product in commercial quantities in
accordance with cGMP requirements. The manufaguyincess must be capable of consistently produpiradjty batches of the product
candidate and, among other things; the manufactowst develop methods for testing the identityeragth, quality and purity of the final
product. Additionally, appropriate packaging mustdelected and tested and stability studies musbhaucted to demonstrate that the produc
candidate does not undergo unacceptable detedpratier its shelf life.

During the development of a new drug, a sponsor Ineagble to request a SPA the purpose of whialiedch agreement with the FDA on the
Phase 1l clinical trial protocol design and an&ytbat will form the primary basis of an efficackaim. An SPA is intended to provide
assurance that if the agreed upon clinical triatguol is followed, the clinical trial endpointseagichieved, and there is a favorable risk-benefit
profile, the data may serve as the primary basiarfioefficacy claim in support of an NDA. HowevBRA agreements are not a guarantee of 8
approval of a product candidate or any permisgitaans about the product candidate. In particlB®As are not binding on the FDA if
previously unrecognized public health concernseatisring the performance of the clinical trial, @timew scientific concerns regarding the
product candidate's safety or efficacy arise, téfsponsoring company fails to comply with theeed upon clinical trial protocol.

U.S. Review and Approval Processes

The results of product development, preclinicatigts and clinical trials, along with descriptiorf¢lee manufacturing process, analytical tests
conducted on the drug, proposed labeling and ogievant information, are submitted to the FDA ag pf an NDA for a new drug, request
approval to market the product.

As an alternate path to FDA approval, particulélymodifications to drug products previously apgd by the FDA, an applicant may submit
an NDA under Section 505(b)(2) of the FDCA. Sect8@5(b)(2) was enacted as part of the Hatch-Waxfmaandments, and permits the
submission of an NDA where at least some of therination required for approval comes from clinigals not conducted by or for the
applicant and for which the applicant has not atetdia right of reference. The FDA interprets Sectio5(b)(2) of the FDCA to permit the
applicant to rely upon the FDA's previous findimfsafety and effectiveness for an approved produat FDA requires submission of
information needed to support any changes to aiquely approved drug, such as published data orstedies conducted by the applicant,
including bioavailability or bioequivalence studies clinical trials demonstrating safety and efifegness. The FDA may then approve the nev
product candidate for all or some of the label¢atibns for which the referenced product has begnoaed, as well as for any new indication
sought by the Section 505(b)(2) applicant.
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The submission of an NDA is subject to the paynoéiat substantial user fee; a waiver of such fee beagbtained under certain limited
circumstances. For example, the agency will waieedpplication fee for the first human drug apgiarathat a small business or its affiliate
submits for review.

In addition, under the Pediatric Research Equity &t@003, or PREA, which was reauthorized underkbod and Drug Administration Safety
and Innovation Act of 2012, an NDA or supplemenaimoNDA must contain data to assess the safetgfiectiveness of the drug for the
claimed indications in all relevant pediatric supplations and to support dosing and administraoreach pediatric subpopulation for which
the product is safe and effective. The FDA may gdaferrals for submission of data or full or palrtvaivers. Unless otherwise required by
regulation, PREA does not apply to any drug foimatication for which orphan designation has beemtgd. Pursuant to the FDA's approve
Oxtellar XR, we must conduct four pediatric posarketing studies; however, the FDA granted a wdiwethe pediatric study requirements
ages birth to one month and a deferral for subwrissf post-marketing assessments for children 1timtmn6 years of age. Pursuant to the
FDA's approval of Trokendi XR, the FDA granted dedeal for submission of post-marketing pediattiedies in the following categories 1)
adjunctive therapy in POS for children 1 monthesslthan 6 years of age, 2) initial monotherag@@$ and PGTC for children 2 years to less
than 10 years of age, and 3) adjunctive thera3G3i C and adjunctive therapy in Lennox-Gastaut Symdirom 2 years to less than 6 years o
age. We expect to need a total of four pediatridist to fulfill these deferred pediatric commitrteefor Trokendi XR.

Section 505(b)(2) New Drug Applications

To the extent that a Section 505(b)(2) NDA reliascbnical trials conducted for a previously appedvdrug product or the FDA's prior findin
of safety and effectiveness for a previously appdosirug product, the Section 505(b)(2) applicanstnsubmit patent certifications in its
Section 505(b)(2) application with respect to aatepts for the approved product on which the appbia relies that are listed in the FDA's
publication, Approved Drug Products with Therapetquivalence Evaluations, commonly referred tthasOrange Book. Specifically, the
applicant must certify for each listed patent {{igtthe required patent information has not belenlfi(2) the listed patent has expired; (3) the
listed patent has not expired, but will expire guasticular date and approval is not sought ufftirgpatent expiration; or (4) the listed patent is
invalid, unenforceable or will not be infringed the proposed new product. A certification thatrlees product will not infringe the previously
approved product's listed patent or that such pagenvalid or unenforceable is known as a Panalgi& certification. If the applicant does not
challenge one or more listed patents through agPagpa 1V certification, the FDA will not approvedtSection 505(b)(2) NDA application until
all the listed patents claiming the referenced pobdhave expired. Further, the FDA will also nopayve, as applicable, a Section 505(b)(2)
NDA application until any nc-patent exclusivity, such as, for example, fiveryeeclusivity for obtaining approval of an NCE, dlaryear
exclusivity for an approval based on new clinicall$, or pediatric exclusivity, listed in the OgenBook for the referenced product, has
expired.

If the Section 505(b)(2) NDA applicant has provideBaragraph IV certification to the FDA, the apatit must also send notice of the
Paragraph IV certification to the owner of the refeeed NDA for the previously approved product egldvant patent holders within 20 days
after the Section 505(b)(2) NDA has been accepieflling by the FDA. The NDA and patent holdersyntaen initiate a patent infringement
suit against the Section 505(b)(2) applicant. UderFDCA, the filing of a patent infringement lavitswithin 45 days of receipt of the
notification regarding a Paragraph IV certificat@momatically prevents the FDA from approving Sextion 505(b)(2) NDA for 30 months
beginning on the date the patent holder receivésemr until a court deems the patent unenforegatvalid or not infringed, whichever is
earlier. Moreover, in cases where a

28




Table of Contents

Section 505(b)(2) application containing a Paralyidpcertification is submitted after the fourthayeof a previously approved drug's five year
exclusivity period and the patent holder brings suthin 45 days of notice of certification, the-B@bnth period is automatically extended to
prevent approval of the Section 505(b)(2) applaratintil the date that is seven and one-half yaties approval of the previously approved
reference product. The court also has the abditghorten or lengthen either the 30 month or trers@and one-half year period if either party is
found not to be reasonably cooperating in expeglitire litigation. Thus, the Section 505(b)(2) apatit may invest a significant amount of ti
and expense in the development of its product tinbe subject to significant delay and patentditign before its product may be
commercialized. Alternatively, if the NDA applicant relevant patent holder does not file a patefninigement lawsuit within the specified

45 day period, the FDA may approve the Section @8] application at any time.

Notwithstanding the approval of many products lyBDA pursuant to Section 505(b)(2) over the lagt years, some pharmaceuti
companies and others have objected to the FDAgspirtation of Section 505(b)(2). If the FDA chasgs interpretation of Section 505(b)(2),
or if the FDA's interpretation is successfully daaged in court, this could delay or even previeatRDA from approving any Section 505(b
NDA that we submit

We pursued a regulatory strategy pursuant to Sestdd(b)(2) in connection with our NDA submissidasOxtellar XR and Trokendi XR. In
the NDA submissions for our other product candisiatee intend to follow the development and apprgathway permitted under the FDCA
that we believe will maximize their commercial opipities.

FDA Review of New Drug Applications

The FDA reviews all NDAs submitted to ensure tihalytare sufficiently complete for substantive rewlgefore it accepts them for filing. The
FDA may request additional information rather tla@oept an NDA for filing. In this event, the NDA stilbe re-submitted with the additional
information. The re-submitted application alsoubjsct to review before the FDA accepts it fomiili Once the submission is accepted for
filing, the FDA begins an in-depth substantive esvi The FDA reviews an NDA to determine, among othings, whether a product is safe
and effective for its intended use and whethemigmufacturing is cGMP-compliant to assure and pvesthe product's identity, strength,
quality and purity. Before approving an NDA, theA&Will inspect the facility or facilities where th@roduct is manufactured. The FDA will
not approve an application unless it determinestiieamanufacturing processes and facilities ammpliance with cGMP requirements and
adequate to assure consistent production of thduptavithin required specifications. The FDA mafere¢he NDA to an advisory committee
for review, evaluation and recommendation as tothdrethe application should be approved and undeit wonditions. An advisory committ
is a panel of independent experts who provide @&daid recommendations when requested by the FDAatters of importance that come
before the agency. The FDA is not bound by themmenendation of an advisory committee.

The approval process is lengthy and difficult am&l EDA may refuse to approve an NDA if the applieakgulatory criteria are not satisfied or
may require additional clinical data or other data information. Even if such data and informatioe submitted, the FDA may ultimately
decide that the NDA does not satisfy the critesiadpproval. Data obtained from clinical trials a always conclusive and the FDA may
interpret data differently than we interpret thensadata. The FDA will issue a complete responserldtthe agency decides not to approve the
NDA in its present form. The complete responsetatsually describes all of the specific deficiesdihat the FDA identified in the NDA. Tl
deficiencies identified may be minor, for exampéjuiring labeling changes, or major, for exampdeuiring additional clinical trials.
Additionally, the complete response letter mayudel recommended actions that the applicant midgattta place the application in a condition
for approval. If a complete response letter isaslsihe applicant may either resubmit the NDA, adsing all of
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the deficiencies identified in the letter, withdrétve application, or request an opportunity foearing.

If a product receives regulatory approval, the apal may be significantly limited to specific dises and dosages or the indications for use
may otherwise be limited, which could restrict tmenmercial value of the product. Further, the FDaymequire that certain contraindications,
warnings or precautions be included in the prodatptling. In addition, the FDA may require Phased$sting which involves clinical trials
designed to further assess a drug's safety anctigéieess after NDA approval and may require tgséind surveillance programs to monitor
safety of approved products that have been comaieed.

Patent Term Restoration and Marketing Exclusivity

Depending upon the timing, duration and specificB@A marketing approval of our product candidatzsne of our U.S. patents may be
eligible for limited patent term extension undeg thatch-Waxman Amendments. The Hatch-Waxman Amentnpermit a patent restoration
term of up to five years as compensation for patnm lost during product development and the FBgutatory review process. However,
patent term restoration cannot extend the remaitging of a patent beyond a total of 14 years froengroduct's approval date. The patent terr
restoration period is generally one-half the tineeaten the effective date of an IND and the subionisdate of an NDA plus the time between
the submission date of an NDA and the approvahaf &pplication. Only one patent applicable to gpraved drug is eligible for the extension
and the application for the extension must be stibthprior to the expiration of the patent and witsixty days of approval of the drug. The
USPTO, in consultation with the FDA, reviews angayes the application for any patent term extamsiorestoration. In the future, we inte

to apply for restorations of patent term for sorhewr currently owned or licensed patents to ademdife beyond their current expiration
dates, depending on the expected length of thealitrials and other factors involved in the fdiof the relevant NDA.

Market exclusivity provisions under the FDCA cagsaatlelay the submission or the approval of cedpjlications. The FDCA provides a five-
year period of nc-patent marketing exclusivity within the United ®&to the first applicant to gain approval of ddANfor an NCE. A drug is
an NCE if the FDA has not previously approved atheonew drug containing the same active pharmazdunngredient, or API, or active
moiety, which is the molecule or ion responsibletf@ action of the drug substance. During thewesteity period, the FDA may not accept for
review an abbreviated new drug application, or ANDAa Section 505(b)(2) NDA submitted by anoth@npany for another version of such
drug where the applicant does not own or have a raght of reference to all the data requireddpproval. However, the FDCA will not
prevent the submission or approval of anotherSelttion 505(b)(1) NDA, but such an NDA applicantulebbe required to conduct its own
preclinical and adequate, well-controlled clinitréls to demonstrate safety and effectivenesghEura Section 505(b)(2) application may be
submitted after four years if it contains a Parpgr/ certification. The FDCA also provides threzays of marketing exclusivity for an NDA,
Section 505(b)(2) NDA or supplement to an existdigA if new clinical investigations, other than bi@dlability studies, that were conducted
or sponsored by the applicant are deemed by the téll& essential to the approval of the applicat®rch clinical trials may, for example,
support new indications, dosages, routes of adiréien or strengths of an existing drug, or foreav use, if new clinical investigations that
were conducted or sponsored by the applicant aegrdimed by the FDA to be essential to the approfi#the application. This exclusivity,
which is sometimes referred to as clinical investiimn exclusivity, prevents the FDA from approviag application under Section 505(b)(2) for
the same conditions of use associated with thedtieveal investigations before the expiration ofaé years from the date of approval. Such
threeyear exclusivity, however, would not prevent thempal of another application if the applicant sitisra Section 505(b)(1) NDA and h
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conducted its own adequate, well-controlled clihidals demonstrating safety and efficacy, nor Watiprevent approval of a generic product
or Section 505(b)(2) product that did not incorpeithe exclusivity-protected changes of the apptalrelg product. The FDCA, FDA
regulations and other applicable regulations arii¢gipe provide incentives to manufacturers to @eabdified, non-infringing versions of a
drug to facilitate the approval of an ANDA or otlagaplication for generic substitutes.

Pediatric exclusivity is another type of exclughiit the United States. Pediatric exclusivity, idgted, provides an additional six months of
exclusivity to be attached to any existing exclitgite.g., three or five year exclusivity) or pat@mnotection for a drug. This six month
exclusivity, which runs from the end of other exsility protection or patent delay, may be grantagdal on the voluntary completion of a
pediatric trial in accordance with an FDA-issuedrift¥n Request" for such a trial. The current peai@xclusivity provision was reauthorized
in September 2007.

Post-Approval Requirements

Any drugs for which we receive FDA approval arejsabto continuing regulation by the FDA, includjragmong other things, record-keeping
requirements, reporting of AEs with the productyiding the FDA with updated safety and efficacfoimation, product sampling and
distribution requirements, complying with certalaatronic records and signature requirements antpbong with FDA promotion and
advertising requirements. In September 2007, thealeed Drug Administration Amendments Act of 200&svenacted, giving the FDA
enhanced post-marketing authority, including thimauity to require post-marketing studies and chitrials, labeling changes based on new
safety information, and compliance with risk evdiloias and mitigation strategies approved by the FDie FDA strictly regulates labeling,
advertising, promotion and other types of informaton products that are placed on the market. Dmagsbe promoted only for the approved
indications and in accordance with the provisiohthe approved label. Further, manufacturers ofgmnust continue to comply with cGMP
requirements, which are extensive and require densble time, resources and ongoing investmemngare compliance. In addition, changes
to the manufacturing process generally requirerfidA approval before being implemented and otiipes of changes to the approved
product, such as adding new indications and addititabeling claims, are also subject to furtheRBview and approval.

Drug manufacturers and other entities involvechshanufacturing and distribution of approved draigsrequired to register their
establishments with the FDA and certain state agenand are subject to periodic unannounced itigmscby the FDA and certain state
agencies for compliance with cGMP and other lavwe GGMP requirements apply to all stages of theufsaturing process, including the
production, processing, sterilization, packagia@eling, storage and shipment of the drug. Manufacs must establish validated systems to
ensure that products meet specifications and regylatandards, and test each product batch qrilot to its release. We rely, and expect to
continue to rely, on third parties for the prodantif clinical quantities of our product candidatésture FDA and state inspections may
identify compliance issues at the facilities of eontract manufacturers that may disrupt produatiodistribution or may require substantial
resources to correct.

The FDA may withdraw a product approval if comptarwith regulatory standards is not maintained prablems occur after the product
reaches the market. Later discovery of previousknown problems with a product may result in resishs on the product or even complete
withdrawal of the product from the market. Furthtbg failure to maintain compliance with regulatoeguirements may result in administrai
or judicial actions, such as fines, warning lettéidds on clinical trials, product recalls or sg&s, product detention or refusal to permit the
import or export of products, refusal to approvadieg applications or supplements, restrictionsnamketing or manufacturing, injunctions or
civil or criminal penalties.
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From time to time, legislation is drafted, introédcand passed by the United States Congress thidt significantly change the statutory
provisions governing the approval, manufacturind ararketing of products regulated by the FDA. Barsple, in July 2012, the Food and
Drug Administration Safety and Innovation Act wameted, expanding drug supply chain requiremerdssarengthening FDA's response to
drug shortages, among other things. In additiometw legislation, the FDA regulations and policies aften revised or reinterpreted by the
agency in ways that may significantly affect ousibess and our products. It is impossible to ptesiether further legislative or FDA
regulation or policy changes will be enacted orlengented and what the impact of such changesyifraay be.

Foreign Regulation

In addition to regulations in the United States,wiltbe subject to a variety of foreign regulatiogoverning clinical trials and commercial
sales and distribution of our product candidatethéoextent we choose to clinically evaluate ofr @&y products outside of the United States.
Whether or not we obtain FDA approval for a progdwa must obtain approval of a product by the calple regulatory authorities of foreign
countries before we can commence clinical trialsmarketing of the product in those countries. Tpgraval process varies from country to
country and the time may be longer or shorter thahrequired for FDA approval. The requirementgegning the conduct of clinical trials,
product licensing, pricing and reimbursement vagat]y from country to country. As in the Unitechféts, post-approval regulatory
requirements, such as those regarding product raetwr&, marketing, or distribution would apply toygroduct that is approved outside the
United States.

Third-Party Payor Coverage and Reimbursement

In both the United States and foreign markets atlity to commercialize our product candidatescassfully, and to attract commercialization
partners for our product candidates, depends mifgignt part on the availability of adequate fic& coverage and reimbursement from third
party payors, including, in the United States, gowgental payors such as the Medicare and Medigaigrams, managed care organizations,
and private health insurers. Medicare is a fedgefalided program managed by the Centers for Meeliand Medicaid Services, or CMS,
through local fiscal intermediaries and carriei dminister coverage and reimbursement for cel@althcare items and services furnishe
the elderly and disabled. Medicaid is an insurgrogram for certain categories of patients whoserime and assets fall below state defined
levels and who are otherwise uninsured that is festhrally and state funded and managed by eatsh 3iae federal government sets general
guidelines for Medicaid and each state createsfgpesgulations that govern its individual prograBach payor has its own process and
standards for determining whether it will cover aatmburse a procedure or particular product. Reigayors often rely on the lead of the
governmental payors in rendering coverage and naisement determinations. Therefore, achieving favier CMS coverage and
reimbursement is usually a significant gating iskuwesuccessful introduction of a new product. Thenpetitive position of some of our
products will depend, in part, upon the extentaferage and adequate reimbursement for such pduodtfor the procedures in which such
products are used. Prices at which we or our custeseek reimbursement for our product candidaede subject to challenge, reduction or
denial by the government and other payors.

The United States Congress and state legislatuagsfrom time to time, propose and adopt initiadiamed at cost containment, which could
impact our ability to sell our products profitablor example, in March 2010, President Obama sigmnedaw the Patient Protection and
Affordable Care Act as amended by the HealthcadeEducation Affordability Reconciliation Act of 201which we refer to collectively as t
Health Care Reform Law, a sweeping law intenddoréaden access to health insurance, reduce oraonite growth of healthcare spending,
enhance remedies against fraud and abuse, addaresparency requirements for healthcare and higsitinance industries, impose new
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taxes and fees on the health industry and impodigi@uial health policy reforms. Effective October2D10, the Health Care Reform Law
revises the definition of "average manufacturecgdrfor reporting purposes, which could increaseamount of Medicaid drug rebates to st
once the provision is effective. Further, beginnim@011, the new law imposes a significant anfe&lon companies that manufacture or
import branded prescription drug products. Subi&hnew provisions affecting compliance have alserbenacted, which may require us to
modify our business practices with healthcare piacers. We will not know the full effects of tiéealth Care Reform Law until applicable
federal and state agencies issue regulations dagoe under the new law. Although it is too easlgétermine the effect of the Health Care
Reform Law, the new law appears likely to contitiue pressure on pharmaceutical pricing, espeaigtier the Medicare program, and may
also increase our regulatory burdens and operatiats. Moreover, in the coming years, additionalngfes could be made to governmental
healthcare programs that could significantly impghetsuccess of our product candidates.

The cost of pharmaceuticals continues to genetdistantial governmental and third party payor eserWe expect that the pharmaceutical
industry will experience pricing pressures due®trend toward managed healthcare, the increasingnce of managed care organizations
and additional legislative proposals. Our resuftsperations could be adversely affected by curagk future healthcare reforms.

Some third party payors also require pre-approfzabwerage for new or innovative devices or drugrdéipies before they will reimburse
healthcare providers that use such therapies. Wigleannot predict whether any proposed cost-comiant measures will be adopted or
otherwise implemented in the future, the announcgmeadoption of these proposals could have anahtlverse effect on our ability to
obtain adequate prices for our product candidatdsoperate profitably.

Other Healthcare Laws and Compliance Requirements

In the United States, our activities are potentialibject to regulation by various federal, stateé lacal authorities in addition to the FDA,
including the CMS, other divisions of the U.S. Depeent of Health and Human Services (e.g., thed®ftif Inspector General), the U.S.
Department of Justice and individual U.S. Attoridfjces within the Department of Justice, and state local governments. These regulation:
include:

. the federal healthcare program anti-kickback, laich prohibits, among other things, persons femticiting, receiving or
providing remuneration, directly or indirectly, ittduce either the referral of an individual, foritem or service or the
purchasing or ordering of a good or service, foichwipayment may be made under federal healthcagrgms such as the
Medicare and Medicaid programs;

. federal false claims laws which prohibit, amongeotthings, individuals or entities from knowinglygsenting, or causing to be
presented, claims for payment from Medicare, Medioar other government reimbursement programsdtefalse or
fraudulent, and which may apply to entities likewtsch provide coding and billing advice to custame

. the federal Health Insurance Portability and Acaability Act of 1996, which prohibits executing eh@me to defraud any
healthcare benefit program or making false statésmetating to healthcare matters and which algmses certain requirements
relating to the privacy, security and transmissibmdividually identifiable health information;

. the federal transparency requirements under thétHeare Reform Law requires manufacturers of drdgsices, biologics, at

medical supplies to report to the Department ofltieend Human Services information related to ptigsi payments and other
transfers of value and physician ownership anddtment interests;
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. the FDCA, which among other things, strictly regetadrug product marketing, prohibits manufactufiensy marketing drug
products for off-label use and regulates the distion of drug samples; and

. state law equivalents of each of the above fedawa, such as anti-kickback and false claims lalkkvmay apply to items or
services reimbursed by any thiparty payor, including commercial insurers, andestaws governing the privacy and security
health information in certain circumstances, mahwioich differ from each other in significant waged often are not preemp
by federal laws, thus complicating compliance affor

Employees

As of December 31, 2013, we employed 235 full-tengployees. Approximately 55 employees are engagessearch and development
activities (including quality assurance and quatityitrol), approximately 110 are sales represemstiand 70 are in administrative, business
development, sales and marketing positions. Weidenselations with our employees to be good. Noheur employees are represented by a
labor union.
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ITEM 1A. RISK FACTORS.

Investing in our common stock involves a high degrferisk. Before making an investment decision,sfmuld carefully consider the ris
described below with all of the other informatioa imclude in this report and the additional infortiza in the other reports we file with the
Securities and Exchange Commission (the "SEC"@®f@ommission”). These risks may result in matdvéain to our business and our
financial condition and results of operations. histevent, the market price of our common stock adealine and you could lose part or all
your investmeni

Risks Related to Our Business and Industry
We are dependent on the commercial success of Oxtellar XR and Trokendi XR.

Prior to the commercialization of Oxtellar XR antbKendi XR, we expended significant time, resouianes effort on the development of these
product candidates while a substantial majoritgufresources are now focused on continuing thementialization in the United States of «
approved products, Oxtellar XR, which commencedrebruary 4, 2013, and Trokendi XR, which commermedugust 26, 2013. We expect
to continue to expend significant time, resouraes @ffort on the development of our other prodactdidates. All of our other product
candidates are in earlier stages of developmensabjgct to the risks of failure inherent in deyéty drug products.

Our ability to successfully commercialize Oxtel¥iR and Trokendi XR will depend on, among other ¢ijsinour ability to:

. maintain commercial manufacturing arrangements thitld-party manufacturers for Oxtellar XR and Teokli XR;
. produce, through a validated process, suffitjdatge quantities and inventory of our producisriteet demand;
. build and maintain a wide variety of internalesa distribution and marketing capabilities suéfit to build commercial sales of

our products;
. secure widespread acceptance of our products flysigians, health care payors, patients and thecalecbmmunity;

. properly price and obtain adequate coverage antbrgsement of the product by governmental autlesrifprivate health
insurers, managed care organizations and otheiphairty payors;

. maintain compliance with ongoing FDA labeling, paging, storage, advertising, promotion, recordkegpsafety and other
post-market requirements;

. manage our growth and spending as costs anchegpéncrease due to commercialization; and

. establish collaborations with third parties floee commercialization of our products in countoesside the United States, and
such collaborators' ability to obtain regulatorglaaimbursement approvals in such countries.

There are no guarantees that we will be successdmpleting these tasks. Successful commerctadizavill also depend on whether we can
adequately protect against and effectively resgorahy claims by holders of patents and otherlgtalal property rights that our products
infringe their rights, whether any unanticipatedede effects or unfavorable publicity developsaspect of our products, as well as the
emergence of new or existing products as competititnich may be proven to be more clinically effeetand cost-effective.

In addition, we have begun, and will need to camirinvesting substantial financial and managemesdurces to build out our commercial
infrastructure and to recruit and train sufficiedditional qualified marketing, sales and othespenel in support of our sales of Oxtellar XR
and Trokendi
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XR. In addition, we have certain revenue expeatatiwith respect to the sale of Oxtellar XR and ®Brudki XR. If we cannot successfully
commercialize and achieve those revenue expecsaiiith respect to Oxtellar XR and Trokendi XR, thisuld result in a material adverse
impact on our anticipated revenues and liquidity.

The continued commercial success of Oxtellar XR hrmtkendi XR will be largely dependent on the apibf third-party manufacturers and
collaborators. They may not deploy the resourcesvaugld like them to, and our revenue would thedesuin addition, we could become
embroiled in disputes with these parties regartiegterms of any agreements, their performanceteliéctual property rights. Any dispute
could disrupt the sales of our products and adixeegect our reputation and revenue. In additibany of our manufacturing or collaboration
partners fail to effectively perform under our amgaments for any reason, we may not be able todfisuitable replacement partner on a timely
basis, or at all, or on acceptable terms.

Continued increase in sales of Oxtellar XR or Trokendi XR may be slow or limited for a variety of reasonsincluding competing branded and
generic therapies or safety issues. If either Oxtellar XR or Trokendi XR is not successful in gaining broad commercial acceptance, our
business would be harmed.

Any increase in sales of Oxtellar XR and Troken®& Xill be dependent on several factors includingatility to educate and increase
physician awareness of the benefits and cost-efeawtss of our products relative to competing thieia The degree of market acceptance of
any of our products or approved product candidatesng physicians, patients, health care payordtendhedical community will depend on a
number of factors, including:

. acceptable evidence of safety and efficacy;

. relative convenience and ease of administration;

. the prevalence and severity of any adverseedieets;

. availability of alternative treatments;

. pricing and cost effectiveness;

. the effectiveness of our sales and marketing céipaéind strategies; and
. ability to obtain sufficient third-party coveragereimbursement.

In addition, Oxtellar XR and Trokendi XR will belgject to continual review by the FDA, and we canmsgure you that newly discovered or
developed safety issues will not arise. With the afsany newly marketed drug by a wider patientybajion, serious AEs may occur from time
to time that initially do not appear to relate he drug itself. Any safety issues could cause wispend or cease marketing of our approved
products, cause us to modify how we market our@pgat products, subject us to substantial liabdiaaed adversely affect our revenues and
financial condition. In the event of a withdrawéleither Oxtellar XR or Trokendi XR from the marketir revenues would decline significal
and our business would be seriously harmed andidaill

We have rapidly expanded our operations and will continue to do so to support increased commercialization of Oxtellar XR and Trokendi
XR, which has significantly increased our costs, and until we achieve economies of scale, we will incur negative margins on sales of Oxtellar
XR and Trokendi XR.

We have and expect to continue to significantlyeéase our investment in commercial infrastructwe.will need to effectively manage the
expansion of our operations and facilities and iooiet to grow our infrastructure to fully commerdal Oxtellar XR and Trokendi XR. We
must effectively manage our supply chain and digtion network, all of which requires strict plangiin order to meet production timelines.
As of December 31, 2013, we employed approximét&ly sales representatives.
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We continue to add marketing and sales personnélparsonnel in all other areas of our operatiaiigch strain our existing managerial,
operational, financial and other resources. Assalt®f the scaling of our commercial operations,axpect to incur negative margins on any
sales of Oxtellar XR and Trokendi XR until we al#eato generate significant sales volume. We vidlbaneed to maintain our commercial
manufacturing arrangements with third parties for approved product to avoid the loss of revenamfpotential sales of such product, and
adversely impact its market acceptance. If wetéathanage the growth in our systems and persomppedpriately and successfully in order to
achieve our commercialization plans for Oxtellar 2fd Trokendi XR, our revenues could suffer andbomsiness could be harmed.

We are dependent on the success of our products being successfully commercialized and our product candidates, which may never receive
regulatory approval.

Prior to the commercialization of Oxtellar XR antbKendi XR, we expended significant time, resouianes effort on the development of these
product candidates. While a substantial majoritpuf resources are now focused on the commerdializaf our products Oxtellar XR and
Trokendi XR in the United States, we expect to tw# to expend significant time, resources andreffo the development of our other proc
candidates. All of our product candidates are nlieastages of development and subject to thesrigKailure inherent in developing drug
products. Accordingly, our ability to generate sfigant product revenues in the near term will degpalmost entirely on our ability to
successfully commercialize Oxtellar XR and TrokeXgi.

Our ability to successfully commercialize any of puoduct candidates will depend on, among othieg#) our ability to:

. receive marketing approvals from the FDA and sinfidaeign regulatory authorities;

. produce, through a validated process, sufficielatlge quantities of our product candidates to pesonicessful
commercialization;

. establish commercial manufacturing arrangemeittsthird-party manufacturers;

. build and maintain strong sales, distributiod amarketing capabilities sufficient to launch conna sales of our product
candidates;

. establish collaborations with third parties for tmmmercialization of our product candidates inrdaas outside the United

States, and such collaborators' ability to obtagutatory and reimbursement approvals in such ciasnt

. secure acceptance of our product candidates fiforaicians, health care payors, pharmacies, waleles patients and the
medical community;

. successfully complete our clinical trials; and

. manage our spending as costs and expenses indgas® commercialization and clinical trials.

There are no guarantees that we will be succeissidmpleting these tasks. If we are unable to es&ftilly complete these tasks, we may not
be able to commercialize any of our other prodacididates in a timely manner, or at all, in whiels&we may be unable to maximize our
revenues to increase the growth of our businesaddiition, if we experience unanticipated delayproblems, development costs could
substantially increase and our business, finacoiatlition and results of operations will be advirsdfected.

37




Table of Contents

We have limited sales and marketing experience and resources, and we may not be able to effectively market and sell our products or product
candidates, if approved, in the United States.

We have built our sales and marketing capabilitigbe United States to launch Oxtellar XR and Brudi XR. Additionally, there are plans to
further expand our sales and marketing capabilitiess in 2014. We have limited sales and markegixygerience and have been building such
capabilities by investing significant amounts ofdincial and management resources. We have comraittedill commit additional resources
to develop internal sales and marketing capalslifi@irther, we could face a number of additiorsMsiin establishing internal sales and
marketing capabilities, including:

. we may not be able to attract talented and qudliiersonnel to build an effective marketing or sétegce capability;

. the cost of establishing a marketing and salesfoapability may not be justifiable in light of thevenues generated by Oxtellar
XR, Trokendi XR, or any of our product candidatiesgproved by the FDA; and

. our direct sales and marketing efforts may rosbccessful.

If we are unable to establish adequate sales arkketiveg capabilities or are unable to do so imzety manner, we may not be able to generat:
product revenues and may never become profitable.

The commercial success of our products and product candidates, once approved, depends upon attaining market acceptance by physicians,
patients, third-party payors and the medical community.

Physicians may not prescribe Oxtellar XR, Trokex@ior any of our product candidates if approvedh®s/FDA at the levels which we
anticipate, in which case we would not generateg¢kienues we anticipate. Market acceptance of &oyroproducts or product candidates by
physicians, patients, third-party payors and thdioa community depends on, among other things:

. our ability to provide acceptable evidence dégaand efficacy;

. acceptance by physicians and patients of eamtupt or product candidate as a safe and effetraément;

. perceived advantages of our products or prodaetiidates over alternative treatments;

. relative convenience and ease of administratiasuofproducts or product candidates compared tdiegireatments;

. any labeling restrictions placed upon each produgtroduct candidate in connection with its apptova

. the prevalence and severity of the adverse sigetsfbf each of our products or product candidates;

. the clinical indications for which each of our pusts or product candidates are approved, includmgpotential additional

restrictions placed upon each product or produatlickate in connection with its approval;

. prevalence of the disease or condition for wigiabh product or product candidate is approved,;
. the cost of treatment in relation to alternatieatments, including generic products;
. the extent to which each product or product @atd is approved for inclusion on formularies o$pitals and managed care

organizations and the level of reimbursement;

. any negative publicity related to our or our conitpes' products or product candidates, including assult of any related
adverse side effects;
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. the effectiveness of our or any current or futwkaborators' sales, marketing and distributioatstyies;
. pricing and cost effectiveness; and
. the availability of adequate reimbursement by tipiadties.

For example, new AEDs that were introduced in tlaeket as NCEs historically have not quickly gaisaificant market share against
existing molecules in the epilepsy market becalssipians are often reluctant to change a statilenia existing therapy (even for an NCE)
and risk a breakthrough seizure or tolerabilityéssin their patients. Although Oxtellar XR and Kaodi XR are not NCEs, they are subject to
the risk that they will not be able to gain sigeéfint market share against existing AEDSs. If oudpots or product candidates do not achieve a
adequate level of acceptance by physicians, thartiypayors and patients, we may not generatecgeiifi revenues from these products or
product candidates to become or remain profitabla tmely basis, if at all.

Final marketing approval of any of our product candidates by the FDA or other regulatory authorities may be delayed, limited, or denied,
any of which would adversely affect our ability to generate operating revenues.

Our business depends on the successful develomdr@ommercialization of our products and prodacididates. We are not permitted to
market any of our product candidates in the Un8&attes until we receive approval of an NDA from Bi2A, or in any foreign jurisdiction un
we receive the requisite approvals from such jictszh. Satisfaction of regulatory requirementsitglly takes many years, is dependent upon
the type, complexity and novelty of the product aeguires the expenditure of substantial resoukescannot predict whether or when we
will obtain regulatory approval to commercializer samaining product candidates and we cannot, fiierepredict the timing of any future
revenues from these product candidates, if any.

The FDA has substantial discretion in the drug apalrprocess, including the ability to delay, limitdeny approval of a product candidate for
many reasons. For example, the FDA:

. could determine that we cannot rely on Section B3] for our product candidates;

. could determine that the information provided bywas inadequate, contained clinical deficienciestberwise failed to
demonstrate the safety and effectiveness of aoyioproduct candidates for any indication;

. may not find the data from bioequivalence stsd@ind/or clinical trials sufficient to support thebmission of an NDA or to
obtain marketing approval in the United Stateduidiong any findings that the clinical and other efits of our product
candidates outweigh their safety risks;

. may disagree with our trial design or our interatiein of data from preclinical studies, bioequivale studies and/or clinical
trials, or may change the requirements for apprevah after it has reviewed and commented on thigiaéor our trials;

. may determine that we have identified the wrogfgrence listed drug or drugs or that approvawfSection 505(b)(2)
application of our other product candidates, iskéml by patent or non-patent exclusivity of therefice listed drug or drugs;

. may identify deficiencies in the manufacturing msses or facilities of third-party manufacturerthwyhich we enter into
agreements for the supply of the API used in oadpct candidates;

. may identify deficiencies in the manufacturing prsses or facilities of third-party manufacturerthwvhich we enter into
agreements for the manufacturing of our productlictates;

. may approve our product candidates for fewanore limited indications than we request, or mangjapproval contingent on
the performance of costly post-approval clinicills;
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. may change its approval policies or adopt new agpris; or

. may not approve the labeling claims that we bel@neenecessary or desirable for the successful evoiatization of our
product candidates.

Notwithstanding the approval of many products /BDA pursuant to Section 505(b)(2), over theflwstyears, some pharmaceuti
companies and others have objected to the FDAgspirtation of Section 505(b)(2). If the FDA chasgs interpretation of Section 505(b)(2),
or if the FDA's interpretation is successfully daaged in court, this could delay or even prevheatRDA from approving any Section 505(b
application that we submit. Any failure to obtaggulatory approval of our product candidates waidghificantly limit our ability to generate
revenues, and any failure to obtain such appravradlf of the indications and labeling claims wentedesirable could reduce our potential
revenues.

Our trials may fail to demonstrate acceptable levels of safety, efficacy or any other requirements of our product candidates, which could
prevent or significantly delay regulatory approval.

We may be unable to sufficiently demonstrate thetgand efficacy of our product candidates to wbtagulatory approval. We must
demonstrate with substantial evidence gathereckihaontrolled studies, and to the satisfactiorthef FDA with respect to approval in the
United States (and to the satisfaction of simigyulatory authorities in other jurisdictions wittsspect to approval in those jurisdictions), that
each product candidate is safe and effective feriughe target indication. The FDA may requirdaisonduct or perform additional studies or
trials to adequately demonstrate safety and efficabich could prevent or significantly delay oeceipt of regulatory approval and,
ultimately, the commercialization of that produandidate.

In addition, the results from the trials that wedn@ompleted for our product candidates may natbkcated in future trials, or we may be
unable to demonstrate sufficient safety and efficacobtain the requisite regulatory approvalsdor product candidates. A number of
companies in the pharmaceutical industry have sedfsignificant setbacks in advanced developmeet) after promising results in earlier
trials. If our product candidates are not showhdaafe and effective, our clinical developmengpams could be delayed or might be
terminated.

Our products and product candidates may cause undesirable side effects or have other propertiesthat limit their commercial potential or
delay or prevent their regulatory approval.

Undesirable side effects caused by any of our mibckndidates could cause us or regulatory auibstiv interrupt, delay or halt development
and could result in the denial of regulatory appidyy the FDA or other regulatory authorities, sadential products liability claims.
Undesirable side effects caused by any of our misdtould cause regulatory authorities to templyrari permanently halt sales of the
products. Undesirable side effects that are calgethy of our products or product candidates chalk a material adverse effect on our
business as a whole.

Immediate release oxcarbazepine and topiramatg,annpounds upon which Oxtellar XR and Trokendi &R based, respectively, are knc
to cause various side effects, including but mottéd to dizziness, paresthesia, headaches, coguigficiencies such as memory loss and
speech impediment, digestive problems, somnolafm)le vision, gingival enlargement, nausea, wejglr, and fatigue. The use of Oxtellar
XR and Trokendi XR may cause similar side effests@mpared to their reference products, or mayecadditional or different side effects.
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If these products cause side effects or if anyufmoduct candidates receive marketing approval,vee or others later identify undesirable
side effects caused by the product candidate, deuof potentially significant negative consequenoauld result, including:

. regulatory authorities may withdraw approvals @& froduct candidate or otherwise require us to tiakeapproved product off
the market;

. regulatory authorities may require additionafmags, or a narrowing of the indication, on thedrct label;

. we may be required to create a medication goidkning the risks of such side effects for distiion to patients;

. we may be required to modify the product in sanas;

. the FDA may require us to conduct additionatickl trials or costly postiarketing testing and surveillance to monitor thfety

or efficacy of the product;

. sales of approved products may decrease signifigant
. we could be sued and held liable for harm causgatients; and
. our reputation may suffer.

Any of these events could prevent us from achiewingaintaining the commercial success of our petsland product candidates and could
substantially increase commercialization costs.

If other versions of extended or controlled release oxcarbazepine or topiramate are approved and successfully commercialized , then our
business would be materially har med.

Other third parties may seek approval to manufectund market their own versions of extended releasarbazepine or topiramate anti-
epileptic drugs in the United States. For exampkeare aware that Upsher-Smith's Qudexy™ XR (exddmdlease topiramate) received FDA
approval in March 2014 and will compete with TrodeKR when launched commercially. As Trokendi XRswet granted any marketing
exclusivity by the FDA, other than under circumstsin which third parties may infringe or areiimfiing our patents, we may not be able to
prevent the submission or approval of anotherNMIA for any competitor's extended or controlleceesde topiramate product candidate,
including Qudexy XR. In addition, we are aware ompanies who are marketing modifieglease oxcarbazepine products outside of the d
States, such as Apydan, which is developed by iDesizneimittel GmbH and requires twice-daily adistration. If companies with modified-
release oxcarbazepine products outside of the ti&itates pursue or obtain approval of their pradudthin the United States, such competing
products may limit the potential success of OxteXR in the United States, and our business anditdyrprospects would be materially
impaired. Accordingly, if any third party is suce@d in obtaining approval to manufacture and matkeir own versions of extended release
oxcarbazepine or topiramate in the United Statesimay not be able to recover expenses incurredninaction with the development of or
realize revenues from Oxtellar XR or Trokendi XR.

If we do not obtain marketing exclusivity for our product candidates, our business may suffer.

Under the Hatch-Waxman Amendments, three yearsaoketing exclusivity may be granted for the appt@fanew and supplemental NDAs,
including Section 505(b)(2) applications, for, amather things, new indications, dosage forms,a®of administration, or strengths of an
existing drug, or for a new use, if new clinicat@stigations that were conducted or sponsored dgpiplicant are determined by the FDA tc
essential to the approval of the application. Ehxislusivity, which is sometimes referred to asiclhinvestigation exclusivity, prevents the
FDA from approving an
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application under Section 505(b)(2) for the sam&dd®mns of use associated with the new clinicakstigations before the expiration of three
years from the date of approval. Such exclusiviguwever, would not prevent the approval of anottpplication if the applicant submits
Section 505(b)(1) NDA and has conducted its owrgade=, well-controlled clinical trials demonstratisafety and efficacy, nor would it
prevent approval of a generic product or Sectidb(5f§2) product that did not incorporate the exidlityg-protected changes of the approved
drug product. Under the Hatch-Waxman Amendments|yrapproved drugs and indications may also beffigfin a statutory period of non-
patent marketing exclusivity. The Hatch-Waxman Adraents provide five-year marketing exclusivity he first applicant to gain approval of
an NDA for an NCE, meaning that the FDA has notionsly approved any other drug containing the santive API, or active moiety, whic
is the molecule responsible for the action of thegdubstance. Although protection under the Haleheman Amendments will not prevent -
submission or approval of another full Section B)&() NDA, such an NDA applicant would be requitecconduct its own preclinical and
adequate, weltontrolled clinical trials to demonstrate safetyl &ffectiveness. While the FDA granted a three yearketing exclusivity peric
for Oxtellar XR, it did not grant a similar markedi exclusivity period for Trokendi XR. If we areabile to obtain marketing exclusivity for our
subsequent product candidates, then our competitaysobtain approval of competing products mordéye#san if we had such marketing
exclusivity, and our future revenues could be redupossibly materially.

Delays or failuresin the completion of testing of our product candidates would increase our costs and delay or limit our ability to generate
revenues.

Delays or failures in the completion of clinicahts for our product candidates could significamlise our product development costs. We do
not know whether current or planned trials willdmmpleted on schedule, if at all. The commenceraedtcompletion of clinical development
can be delayed or halted for a number of reasanhkiding:

. difficulties obtaining regulatory approval tornmence a clinical trial or complying with condit®imposed by a regulatory
authority regarding the scope or term of a clintcal,

. delays in reaching or failure to reach agreemaricceptable terms with prospective clinical aesle organizations, or CROs,
and trial sites, the terms of which can be sulifpetxtensive negotiation and may vary significamaityong different CROs and
trial sites;

. insufficient or inadequate supply or quantity gfraduct candidate for use in trials;

. difficulties obtaining IRB or ethics committepoval to conduct a trial at a prospective site;

. challenges recruiting and enrolling patientpagticipate in clinical trials for a variety of @ns, including competition from

other programs for the treatment of similar corodisi;
. severe or unexpected drug-related side effectsriexped by patients in a clinical trial;

. difficulty retaining patients who have initiatedknical trial but may be prone to withdraw dueside effects from the therapy,
lack of efficacy or personal issues; and

. clinical holds imposed by the FDA.

Clinical trials may also be delayed as a resuéirobiguous or negative interim results. In additidmical trials may be suspended or
terminated by us, an IRB or ethics committee owarggthe clinical trial at a trial site (with regpeo that site), the FDA or other regulatory
authorities due to a number of factors, including:

. failure to conduct the clinical trial in accordangith regulatory requirements or the trial protagol

. observations during inspection of the clinicalltaperations or trial sites by the FDA or otherulagory authorities that
ultimately result in the imposition of a clinicabldl;
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. unforeseen safety issues; or

. lack of adequate funding to continue the trial.

In addition, failure to conduct the clinical trial accordance with regulatory requirements or tia protocols may also result in the inability to
use the data to support product approval. Formastathe efficacy demonstrated by SPN-810 in itstmecent Phase Ilb study was not
statistically significant for all efficacy measurfes the study. Changes in regulatory requiremantsguidance may occur, and we may need t
amend clinical trial protocols to reflect thesemg@s. Amendments may require us to resubmit onicelitrial protocols to institutional review
boards or ethics committees for reexamination, i@y impact the costs, timing or successful cotigaieof a clinical trial. In addition, many
of the factors that cause, or lead to, a delajéncommencement or completion of clinical trialsyrabso ultimately lead to the denial of
regulatory approval of our product candidates.dfexperience delays in completion of, or if we tiate any of our clinical trials, our ability
to obtain regulatory approval for our product caiaties may be materially harmed, and our commepoispects and ability to generate prou
revenues will be diminished.

We expect intense competition and, if our competitors develop or market alternatives for treatments of our target indications, our commercial
opportunities will be reduced or eliminated.

The pharmaceutical industry is characterized bidip@dvancing technologies, intense competitiod arstrong emphasis on proprietary
therapeutics. We face competition from a numbesooirces, some of which may target the same inditsias our products and product
candidates, including large pharmaceutical comgasimaller pharmaceutical companies, biotechnotogypanies, academic institutions,
government agencies and private and public reséastitutions. The availability of competing prodsievill limit the demand and the price we
are able to charge for any of our products or pcodandidates that are commercialized unless waldesto differentiate them. We anticipate
that we will face intense competition when our pretdcandidates are approved by regulatory autberénd we begin the commercialization
process for our products. For instance, there aee 16 branded products, as well as their genetoterparts, on the U.S. market indicated to
treat epilepsy. In addition, several NCEs haveredtéhe epilepsy market including Potiga, Vimpad &anzel. Another NCE, Aptiom was
approved in 2013 and is expected to enter the mark914. In addition, competition in the ADHD rkat in the United States has increased
with the commercial launch of several productseicent years, including the launch of generic vasiof branded drugs such as Adderall XR.
As a result, we may not be able to recover expeinsesred in connection with the development of product candidates or realize revenues
from any commercialized product.

In addition to already marketed competing produgtspelieve certain companies are developing qiheatucts which could compete with our
product candidates should they be approved by aémyl authorities. For example, according to Dataitoo, as of April 2010, there were 47
compounds in preclinical and clinical developmentdpilepsy across the United States, Japan, Fr&@erenany, Italy, Spain and the United
Kingdom. Datamonitor reported that approximatelywiSe in latestage (Phase Il or later) clinical trials as ofeJ2011. We are also aware t
Upsher-Smith's Qudexy™ XR (extended release togitejrhas received FDA approval. Such competingymocbuld limit the potential
success of Trokendi XR and our growth prospectéddo@ materially impaired by the success of thimpeting product. In addition, we are
aware of companies who are marketing outside obthieed States modified-release oxcarbazepine mtsdauch as Apydan, which is
developed by Desitin Arzneimittel GmbH and require®e-daily administration. We are also aware faymia, an oral drug containing ER
topiramate and another API, is available in extenddease for treatment of weight management.rifamies with modified-release
oxcarbazepine products outside of the United Staltesin approval for their products within the WnitStates, then such competing products
may limit the potential success of Oxtellar XR alhdition, several companies have various produddidates they are developing for ADHD.
For example, Alcobra is developing a non-stimufaoduct
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candidate that is expected to enter Phase lllodirtrials in 2014 and that could compete with 8BN-812 product candidate. Further, new
developments, including the development of othagdechnologies, may render our product candidatteslete or noncompetitive. As a res
our products and product candidates may becomdeatbdzefore we recover expenses incurred in cororeaiith their development or realize
revenues from any commercialized product.

Further, many competitors have substantially greate

. capital resources;

. research and development resources and experigetuding personnel and technology;

. drug development, clinical trial and regulatoggources and experience;

. sales and marketing resources and experience;

. manufacturing and distribution resources and erpesg;

. name recognition; and

. resources, experience and expertise in prosecatidrenforcement of intellectual property rights.

As a result of these factors, our competitors matgio regulatory approval of their products mongidly than we are able to or may obtain
patent protection or other intellectual properghts that limit or block us from developing or coemtializing our product candidates. Our
competitors may also develop drugs that are mdeetéfe, more useful, better tolerated, subjedeteer or less severe side effects, more
widely prescribed or accepted or less costly thans and may also be more successful than us infaetoung and marketing their products. If
we are unable to compete effectively with the patsof our competitors or if such competitors arecessful in developing products that
compete with any of our product candidates thabpmoved, our business, results of operationantial condition and prospects may be
materially adversely affected. Mergers and acqaisitin the pharmaceutical industry may resultiaremore resources being concentrated at
competitors. Competition may increase further essalt of advances made in the commercial applitabif technologies and greater
availability of capital for investment.

Our products and our product candidates, if they receive regulatory approval, may be subject to restrictions or withdrawal from the market
and we may be subject to penalties if we fail to comply with regulatory requirements.

Even though U.S. regulatory approval has been wédfor two of our products, the FDA may still inggosignificant restrictions on a produ
indicated uses or marketing or impose ongoing requénts for potentially costly post-approval stsdi@ur product candidates would also be,
and our approved product and our collaborators'’ey@al products are, subject to ongoing FDA requ@etis governing the labeling, packagi
storage, advertising, promotion, recordkeepingsutimission of safety and other post-market inforonatin addition, manufacturers of drug
products and their facilities are subject to camdirreview and periodic inspections by the FDA atiter regulatory authorities for compliance
with cGMP regulations. If we, our collaboratorsaoregulatory authority discovers previously unkngwoblems with a product, such as side
effects of unanticipated severity or frequencypablems with the facility where the product is mfattured, a regulatory authority may
impose restrictions on that product or the manufaet including requiring withdrawal of the proddicim the market or suspension of
manufacturing. If we or our collaborators, or ouoar collaborators' approved products or prodacididates, or the manufacturing facilities
for our or
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our collaborators' approved products or productickates fail to comply with applicable regulatoeguirements, a regulatory authority may:

. issue warning letters or untitled letters;

. impose civil or criminal penalties;

. suspend regulatory approval;

. suspend any ongoing bioequivalence and/or clinicas;

. refuse to approve pending applications or suppléstenapplications filed by us;

. impose restrictions on operations, including cosyv manufacturing requirements, or suspensiomagfyzction; or
. seize or detain products or require us to it@taproduct recall.

In addition, our product labeling, advertising gmmdmotion of our approved products, and our prodaadidates upon FDA approval, are
subject to regulatory requirements and continuagultatory review. The FDA strictly regulates themptional claims that may be made abou
prescription products. In particular, a product maybe promoted for uses that are not approvetid¥DA as reflected in the product's
approved labeling. Physicians may neverthelesspbesour products and, upon receiving FDA approeat product candidates to their
patients in a manner that is inconsistent withapproved label. The FDA and other authorities atyienforce the laws and regulations
prohibiting the promotion of off-label uses, andampany that is found to have improperly promottdadbel uses may be subject to
significant sanctions. The federal government bagt large civil and criminal fines against comigarfor alleged improper promotion and
enjoined several companies from engaging in oféllgbomotion. If we are found to have promotedlafiel uses, we may be enjoined from
such off-label promotion and become subject toiigant liability, which would have an adverse eff®n our reputation, business and
revenues, if any.

If wefail to produce our products and product candidates in the volumes that we require on a timely basis, or fail to comply with stringent
regulations applicable to pharmaceutical drug manufacturers, we may face delays in the development and commercialization of our products
and product candidates.

We do not currently own or operate manufacturirgilitees for the production of any of our productsproduct candidates beyond Phase II
clinical trials, nor do we have plans to develop @wn manufacturing operations for Phase Il clihimaterials or commercial products in the
foreseeable future. We currently depend on thindyp@ontract manufacturers for the supply of thdsAier our products or product candidates,
including drug substance for our preclinical reskand clinical trials. For Oxtellar XR and TrokéXdR, we currently rely on single suppliers
for raw materials including APl and single manutaets to produce and package final dosage formg.fétmre curtailment in the availability
of raw materials could result in production or atbelays with consequent adverse effects on usddiition, because regulatory authorities
generally approve raw material sources for pharmézd products, changes in raw material supplieay result in production delays or higher
raw material costs.

The manufacture of pharmaceutical products reqeigesficant expertise and capital investment,udahg the development of advanced
manufacturing techniques and process controls.nRdaeutical companies often encounter difficultremianufacturing, particularly in scaling
up production of their products. These probleméuishe manufacturing difficulties relating to prodiect costs and yields, quality control,
including stability of the product and quality assuwce testing, shortages of qualified personneledlsas compliance with federal, state and
foreign regulations. If we are unable to demonststiability in accordance with commercial requiratseor if our manufacturers were to
encounter difficulties or otherwise fail to compijth their obligations to us, our ability to obtdiDA
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approval and market our products and product caeldvould be jeopardized. In addition, any delayptrruption in the supply of clinical
trial supplies could delay or prohibit the competiof our bioequivalence and/or clinical trialssri@ase the costs associated with conductin
bioequivalence and/or clinical trials and, depegdipon the period of delay, require us to commerawe trials at significant additional expe!
or to terminate a trial.

Manufacturers of pharmaceutical products need mapdp with cGMP requirements enforced by the FD/Aotigh their facilities inspection
programs. These requirements include, among dtiveg, quality control, quality assurance and ttaéntenance of records and
documentation. Manufacturers of our products awdiyct candidates may be unable to comply with tie€dP requirements and with other
FDA and foreign regulatory requirements. A failtwecomply with these requirements may result iediand civil penalties, suspension of
production, suspension or delay in product apprgualduct seizure or recall, or withdrawal of prodapproval. If the safety of any of our
products or product candidates is compromised ddglure to adhere to applicable laws or for otfeersons, we may not be able to obtain
regulatory approval for such product candidateuocsssfully commercialize such products or prodaadidates, and we may be held liable
any injuries sustained as a result. Any of thes®fa could cause a delay in clinical developmeetgulatory submissions, approvals or
commercialization of our products or product caatkd, entail higher costs or result in our beinghlmto effectively commercialize our
product candidates. Furthermore, if we fail to abthe required commercial quantities on a timedgib from our suppliers and at commerci
reasonable prices, we may be unable to meet defoandr approved products or product candidated veould lose potential revenues.

If the FDA or other applicable regulatory authorities approve generic products that compete with any of our products or product candidates,
the sales of those products or product candidates would be adversely affected.

Once an NDA, including a Section 505(b)(2) applaatis approved, the product covered thereby besoai'listed drug" which can, in turn,
be cited by potential competitors in support ofrappl of an ANDA. The FDCA, FDA regulations and ettapplicable regulations and policies
provide incentives to manufacturers to create niedlifnon-infringing versions of a drug to facil#éahe approval of an ANDA or other
application for generic substitutes. These manufacs might only be required to conduct a relayiveéxpensive study to show that their
product has the same active ingredient(s), dosage, Strength, route of administration, and cooditi of use, or labeling, as our product
candidate and that the generic product is bioedgmtdo ours, meaning it is absorbed in the bodhatsame rate and to the same extent as ot
product candidate. These generic equivalents, whigst meet the same quality standards as brandechpbeuticals, would be significantly
less costly than ours to bring to market and corgsathat produce generic equivalents are genemhblly to offer their products at lower prices.
Thus, after the introduction of a generic competitosignificant percentage of the sales of anpdbed product is typically lost to the generic
product. Accordingly, competition from generic edalents to our product candidates would materiatlyersely impact our revenues,
profitability and cash flows and substantially liraur ability to obtain a return on the investmemétshave made in our product candidates. Fo
example, as disclosed in Part | Item 3 Legal Prdicegs of this Annual Report on Form 10-K, we reeeiva Paragraph IV Notice Letter against
our Oxtellar XR Orange Book patents from severalegie drug makers. We have filed a lawsuit agaimsse drug makers alleging
infringement of our Oxtellar XR patents. In the etvthat we are not successful in this lawsuit, foture sales of Oxtellar XR will be adversely
affected by competition from these generic drug ufacturers.
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We intend to rely on third-party collaborators to market and commercialize our products and product candidates outside of the United States,
who may fail to effectively commercialize our products and product candidates.

Outside of the United States, we currently plaatitive strategic partners or contract sales fqoredeere appropriate, to assist in the
commercialization of our products and product cdatdis, if approved. We currently possess limitsdueces and may not be successful in
establishing collaborations or co-promotion arrangets on acceptable terms, if at all. We also taeepetition in our search for collaborators
and co-promotion partners. By entering into striategllaborations or similar arrangements, we vélly on third parties for financial resources
and for development, commercialization, sales aackating and regulatory expertise. Our collaboatoay fail to develop or effectively
commercialize our products and product candidagealse they cannot obtain the necessary regulapprpvals, they lack adequate financial
or other resources or they decide to focus on attiatives. Any failure of our third-party collapators to successfully market and
commercialize our product candidates outside otthiged States would diminish our revenues and haunresults of operations.

Limitations on our patent rightsrelating to our products and product candidates may limit our ability to prevent third parties from competing
against us.

Our success will depend on our ability to obtaid araintain patent protection for our proprietamghteologies and our product candidates,
preserve our trade secrets, prevent third pames fnfringing upon our proprietary rights and agerwithout infringing upon the proprietary
rights of others. To that end, we seek patent ptiote in the United States and internationallydar product candidates. Our policy is to
actively seek to protect our proprietary positign #mong other things, filing patent applicationghie United States and abroad (including
Europe, Canada and certain other countries wheroppate) relating to proprietary technologies tha important to the development of our
business.

The strength of patents in the pharmaceutical imgusvolves complex legal and scientific questi@msl can be uncertain. Patent applications
in the United States and most other countries anédential for a period of time until they are fished, and publication of discoveries in
scientific or patent literature typically lags aaftdiscoveries by several months or more. As altresa cannot be certain that we were the first
to conceive inventions covered by our patents amiling patent applications or that we were the firdile patent applications for such
inventions. In addition, we cannot be certain that patent applications will be granted, that aasued patents will adequately protect our
intellectual property or that such patents will betchallenged, narrowed, invalidated or circumeént

We also rely upon unpatented trade secrets, uneat&now-how and continuing technological innovatio develop and maintain our
competitive position, which we seek to protectpant, by confidentiality agreements with our emgley and our collaborators and consultants
We also have agreements with our employees andtséleonsultants that obligate them to assign theentions to us. It is possible that
technology relevant to our business will be indejegnly developed by a person that is not a parsutth an agreement. Furthermore, if the
employees and consultants that are parties to tggeements breach or violate the terms of theseagents, we may not have adequate
remedies, and we could lose our trade secretsdhrsuch breaches or violations. Further, our temeets could otherwise become known or
be independently discovered by our competitors. faiiyre to adequately prevent disclosure of oadér secrets and other proprietary
information could have a material adverse impaabwnbusiness.
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In addition, the laws of certain foreign countriéEsnot protect proprietary rights to the same ebeiin the same manner as the United States
and therefore, we may encounter problems in prioigeind defending our intellectual property in agrtforeign jurisdictions.

If we are sued for infringing intellectual property rights of third parties, it will be costly and time consuming, and an unfavorable outcomein
that litigation would have a material adverse effect on our business.

Our commercial success depends upon our abilitytlEadbility of our collaborators to develop, mautfire, market and sell their approved
products and our product candidates and use opriptary technologies without infringing the pragiery rights of third parties. Numerous
U.S. and foreign issued patents and pending pafiications, which are owned by third partiesseii the fields in which we and our
collaborators are developing product candidatesh&gharmaceutical industry expands and more fsatea issued, the risk increases that ou
collaborators' approved products and our produntlickates may give rise to claims of infringementref patent rights of others. There may be
issued patents of third parties of which we areentty unaware, that may be infringed by our cadlabors' approved products or Oxtellar XR
or Trokendi XR, which could prevent us from beirmeato fully commercialize Oxtellar XR, Trokendi X& any of our product candidates,
respectively. Because patent applications cannak®y years to issue, there may be currently perajipdjcations which may later result in
issued patents that our collaborators' approvedymts or our product candidates may infringe.

We may be exposed to, or threatened with, futtigation by third parties alleging that our collahtors' approved products or our products or
product candidates infringe their intellectual pedy rights. If one of our collaborators' approygdducts or our products or product candid

is found to infringe the intellectual property rigtof a third party, we or our collaborators cobédenjoined by a court and required to pay
damages and could be unable to commercialize tblicaple approved products and product candidatéesss we obtain a license to the pat

A license may not be available to us on acceptalias, if at all. In addition, during litigatiorhé patent holder could obtain a preliminary
injunction or other equitable relief which couldpibit us from making, using or selling our appréyeoducts, pending a trial on the merits,
which may not occur for several years.

There is a substantial amount of litigation invalyipatent and other intellectual property rightthim pharmaceutical industry generally. If a
third party claims that we or our collaboratorgiimje its intellectual property rights, we may faceumber of issues, including, but not limited
to:

. infringement and other intellectual property clawtsich, regardless of merit, may be expensive and-tonsuming to litigate
and may divert our management's attention fromcoue business;

. substantial damages for infringement, which we imaye to pay if a court decides that the produtdsate infringes on or
violates the third party's rights, and, if the ddimds that the infringement was willful, we colé ordered to pay treble
damages and the patent owner's attorneys' fees;

. a court prohibiting us from selling Oxtellar XR,0kendi XR, or any product candidate approved inftiere, if any, unless the
third party licenses its rights to us, which inst required to do;

. if a license is available from a third party, weynteve to pay substantial royalties, fees or gcamgs-licenses to our intellectual
property rights; and

. redesigning Oxtellar XR, Trokendi XR, or anyaafr product candidates so they do not infringe ciwmay not be possible or
may require substantial monetary expenditures iamel t
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We may become involved in lawsuits to protect or enforce our patents, which could be expensive, time consuming and unsuccessful.

Competitors may infringe our patents. To count&irigement or unauthorized use, we may be requodie infringement claims, which can
be expensive and time consuming. For example, eéaolved in the following matters related to Raegph 1V Certification Notice Letters
that we have received in connection with our callalbors' products. In connection with an ANDA, ad@saph 1V Certification Notice Letter
notifies the FDA that one or more patents listethenFDA's Approved Drug Product List (Orange Boiskalleged to be invalid, unenforceable
or will not be infringed by the ANDA product.

. Oxtellar XR Litigation. The Company received a Paragraph IV Notice Lattinst our Oxtellar XR Orange Book patents fron
generic drug maker Watson Laboratories, Inc.—Fo(IWLF") on June 26, 2013. On August 7, 2013 tleenBany filed a
lawsuit against Actavis, Inc., WLF, Actavis Pharra,., Watson Laboratories, Inc., and Anda, Inolléctively "Watson™)
alleging infringement of two patents that are lisite the FDA's Orange Book covering its antiepileprug Oxtellar XR.
Supernus's United States Patent Nos. 7,722,898,840,131 ("the patents-in-suite") generally comece-a-day oxcarbazepine
formulations and methods of treating seizures utinge formulations. Both patents do not expirdl émril 13, 2027. The
Complaint—filed in the U.S. District Court for tiistrict of New Jersey—alleges that Watson infrii@ipernus's Oxtellar XR
patents by submitting to the Food and Drug Admiatgin ("FDA") an Abbreviated New Drug ApplicatigtANDA") seeking
to market a generic version of Oxtellar XR priothe expiration of Supernus's patents. Filing ibsnPlaint within 45 days of
receiving Watson's Paragraph IV certification n@#&ntitles Supernus to an automatic stay prevettiad DA from approving
Watson's ANDA for 30 months. On September 25, 2018tson answered, denying the substantive allegatdthe Complain
One defendant, Watson Laboratories, Inc.—Floridageted Counterclaims, seeking declaratory judgsn&mon-infringement
and invalidity of the patents-in-suit. On Octob®r 3013 the Company filed its Reply, denying thiessantive allegations of the
Counterclaims. The case has been assigned to Réergemb, U.S.D.J. and Joel Schneider, U.S.M.J. §dse is in its early
stages and discovery is proceeding.

. Oracea Litigation and Inter Partes ReviewVe are involved in a patent infringement casedfih the District of Delaware in
response to Paragraph IV Certification Notice Lrstthat we received in September 2011 and Septe?iie regarding an
ANDA submitted to the FDA by Amneal Pharmaceutiddl€, requesting approval to market and sell geneersions of Oraci
(30 mg immediate release, 10 mg delayed releasgcgobine), a product that is manufactured and sgidalderma
Laboratories, L.P. Amneal alleged its notice lettivat U.S. Patent Nos. 7,749,532, or the '53hpaged 8,206,740, or the '740
patent, which are both assigned to us, are invalidnforceable and/or will not be infringed by thanufacture, use or sale of
product described in its ANDA. In June 2013, Amnadab filed petitions with the Patent Trial and AppBoard foiinter partes
reviewof the '740 patent, as well as U.S. Patent No£484®5, or the '405 patent, and 8,394,406, oD@ patent. The Patent
Trial and Appeal Board initiateidter partes revievior each of the '740, '405 and '406 patents in Béez 2012, and we are
currently involved in these proceedings. In additim October 2010, we received a complaint folat@tory judgment from
Mylan Pharmaceuticals Inc., or Mylan, alleging ildity of the '532 patent. This case was trieduty 2011 in the District of
Delaware. The district court held that Mylan inged certain claims of the patent, and that thenpataims are valid. Following
an appeal by Mylan; Lupin Limited and Lupin Phareaticals, Inc.; and Impax Laboratories, Inc. toth8. Court of Appeals
for the Federal Circuit, the Federal Circuit affedhthe district court's decision regarding the 'p8tent. The '532, '740, '405 and
'406 patents cover once-daily formulations of dgxjine, including their
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methods use in treating rosacea and processeslimgéneir preparation. The '532 patent expire®enember 19, 2027, the '7
patent expires on December 24, 2005, and the 'A03486 patents expire on April 7, 2024. The '5320, '405 and '406 patents
are licensed to Galderma Laboratories, L.P. Wenthte support Galderma Laboratories, L.P. in theatders. We do not expect
an adverse decision in the foregoing matters wailleha material adverse effect on our current basine

In any infringement proceeding including the foregp a court may decide that a patent of ours tsvalid or is unenforceable, or may refus
stop the other party from using the technologysitié on the grounds that our patents do not chedaethnology in question. An adverse re
in any litigation or defense proceedings couldgng or more of our patents at risk of being inwatid or interpreted narrowly and could put
our patent application at risk of not issuing.

Interference proceedings brought by the USPTO neaydzessary to determine the priority of inventiaith respect to our patents and patent
applications or those of our collaborators. An unfable outcome could require us to cease usinggtttenology or to attempt to license rights
to it from the prevailing party. Our business cobédharmed if a prevailing party does not offeaudigense on terms that are acceptable to us.
Litigation or interference proceedings may fail aeden if successful, may result in substantiatscand distraction of our management and
other employees. We may not be able to preventgabo with our collaborators, misappropriation af proprietary rights, particularly in
countries where the laws may not protect thosdsigh fully as in the United States.

Furthermore, because of the substantial amounisobdery required in connection with intellectuabperty litigation, there is a risk that some
of our confidential information could be compronud®y disclosure during this type of litigation.dddition, there could be public
announcements of the results of hearings, motiosh@r interim proceeding or developments. If sities analysts or investors perceive these
results to be negative, it could have a substaatiaérse effect on the price of our common stotler& can be no assurance that our produ
product candidates will not be subject to the seske.

We depend on collaboratorsto work with usto develop, manufacture and commercialize their and our products and product candidates.

We have a license agreement with United Therapetdicase one of our proprietary technologies foorh formulation of treprostinil
diethanolamine, or treprostinil, for the treatmehPAH, as well as for other indications. On Decem®0, 2013, United Therapeutics
announced that the FDA had approved Orenitramrgigtinil). We expect United Therapeutics to lauttul product in 2014, which will trigg
a milestone payment due to us of $&illion. We are entitled to receive milestones amyhlties for use of this formulation in other indtions
If we materially breach any of our obligations unthes license agreement, however, we could lospatkential to receive any future royalty
payments thereunder, which could be financiallyigant to us.

We also have license agreements with Especificesdbl, S.A., DE C.V. and we may enter into add#lcollaborations in the future. Our
future collaboration agreements may have the effelitniting the areas of research and developrigattwe may pursue, either alone or in
collaboration with third parties. Much of the paiahrevenues from these future collaborations w@ysist of contingent payments, such as
payments for achieving development milestones ayadlties payable on sales of developed products.niitestone and royalty revenues that
we may receive under these collaborations will depgpon our collaborators' ability to successfdkyvelop, introduce, market and sell new
products. Future collaboration partners may fadawelop or effectively commercialize products gsiur products, product candidates or
technologies because they, among other things:

. may change the focus of their development amineercialization efforts or may have insufficiensoerces to effectively
develop our product candidates. Pharmaceutical and
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biotechnology companies historically have re-evi@ddheir development and commercialization priesifollowing mergers
and consolidations, which have been common in tegmars in these industries. The ability of somewfproduct candidates to
reach their potential could be limited if our fugurollaborators decrease or fail to increase deweémt or commercialization
efforts related to those product candidates;

. may decide not to devote the necessary resoureetodnternal constraints, such as limited persbwita the requisite scientifi
expertise or limited cash resources, or the bthigf other drug development programs may havelghigelihood of obtaining
marketing approval or may potentially generateeatgr return on investment;

. may develop and commercialize, either alone or witters, drugs that are similar to or competitivehthe product candidates
that are the subject of their collaborations wish u

. may not have sufficient resources necessargiy the product candidate through clinical develept, marketing approval and
commercialization;

. may fail to comply with applicable regulatory reggments;
. may not be able to obtain the necessary markeppgpaals; or
. may breach or terminate their arrangement with us.

If collaboration partners fail to develop or effeety commercialize our products or product cantiddor any of these reasons, we may not b
able to replace the collaboration partner with happartner to develop and commercialize the produproduct candidate under the terms of
the collaboration. Further, even if we are ablesfdace the collaboration partner, we may not e tmbdo so on commercially favorable terms
As a result, the development and commercializatfahe affected product or product candidate ctn@dlelayed, curtailed or terminated
because we may not have sufficient financial resesior capabilities to continue development andnaerialization of the product candidate
on our own, which could adversely affect our resaoftoperations.

We rely and will continueto rely on outsourcing arrangements for certain of our activities, including clinical research of our product
candidates and manufacturing of our compounds and product candidates beyond Phase |1 clinical trials.

We rely on outsourcing arrangements for some ofgtivities, including manufacturing, preclinicaldaclinical research, data collection and
analysis, and electronic submission of regulatiinygfs. We may have limited control over thesedtparties and we cannot guarantee that the
will perform their obligations in an effective atichely manner. Our reliance on third parties, idéhg third-party CROs and CMOs entails
risks including, but not limited to:

. non-compliance by third parties with regulatand quality control standards;

. sanctions imposed by regulatory authoritieoihpounds supplied or manufactured by a third psupplier or manufacturer fail
to comply with applicable regulatory standards;

. the possible breach of the agreements by the CRO#@®s because of factors beyond our control oiirtkelvency of any of
these third parties or other financial difficultiégbor unrest, natural disasters or other facdrgersely affecting their ability to
conduct their business; and

. termination or non-renewal of an agreement Ieythiird parties, at a time that is costly or incament for us, because of our
breach of the manufacturing agreement or baseti@ndwn business priorities.

We do not own or operate manufacturing facilitiesthe production of any of our products or prodtarididates beyond Phase Il clinical tri
nor do we have plans to develop our own
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manufacturing operations for Phase Il clinical ematls or commercial products in the foreseealtieréu We currently depend on third-party
CMOs for all of our required raw materials and dsudpstance for our preclinical research and clinicals. For Oxtellar XR and Trokendi XR,
we currently rely on single suppliers for raw matis; including API, and rely on third-party suppb and manufacturers for the final
commercial products. If any of these vendors isim#o perform its obligations to us, including doeviolations of the FDA's requirements,
our ability to meet regulatory requirements or pobgd timelines and necessary quality standardsuimressful manufacture of the various
required lots of material for our development anthmercialization efforts would be adversely affelcteurther, if we were required to change
vendors, it could result in delays in our regulptapproval efforts and significantly increase oosts. Accordingly, the loss of any of our
current or future third-party manufacturers or digsp could have a material adverse effect on asiness, results of operations, financial
condition and prospects.

We have entered into supply agreements for botlel@xtXR and Trokendi XR with leading CMOs headdesed in North America for the
manufacture of the final commercial products. Hogrethere is a risk that the counterparties todteggeements will not perform their
respective obligations or will terminate these agrents. In addition, we do not have contractuatiaiships for the manufacture of
commercial supplies of all of our product candidafehe number of third-party manufacturers withékpertise, required regulatory approvals
and facilities to manufacture drug substance amal firug product on a commercial scale is limifBaerefore, we may not be able to enter intc
such arrangements with third-party manufactureestimely manner, on acceptable terms or at allufFéato secure such contractual
arrangements would harm the commercial prospecisuioproduct candidates, our costs could increasieour ability to generate revenues
could be delayed.

We have in-licensed or acquired a portion of our intellectual property necessary to develop certain of our psychiatry product candidates, and
if we fail to comply with our obligations under any of these arrangements, we could lose such intellectual property rights.

We are a party to and rely on several arrangenvettighird parties, such as those with Afecta ansh&® which give us rights to intellectual
property that is necessary for the developmenedhin of our product candidates including SPN-848 SPN-809, respectively. In addition,
we may enter into similar arrangements in the ft@ur current arrangements impose various devedapmoyalty and other obligations on
If we materially breach these obligations or if & or Rune fail to adequately perform their reigebligations, these exclusive
arrangements could be terminated, which would téswur inability to develop, manufacture and gethducts that are covered by such
intellectual property.

Even if our product candidates receive regulatory approval in the United States, we or our collaborators may never receive approval to
commercialize our product candidates outside of the United States.

In order to market any products outside of the &thfbtates, we must establish and comply with nuaseaad varying regulatory requirements
of other jurisdictions regarding safety and efficafpproval procedures vary among jurisdictions aad involve product testing and
administrative review periods different from, anéater than those in the United States. The timeired to obtain approval in other
jurisdictions might differ from that required totain FDA approval. The regulatory approval prodessther jurisdictions may include all

the risks detailed above regarding FDA approvaheUnited States as well as other risks. For e¥@nggislation analogous to Section 505(b;
(2) of the FDCA in the United States, which relateshe ability of an NDA applicant to use publidigata not developed by such applicant,
may not exist in other countries. In territoriesesd data is not freely available, we may not h&eeability to commercialize our products
without negotiating rights from third parties tdeeto their clinical data in our regulatory appliions, which could require the expenditure of
significant additional funds.
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In addition, regulatory approval in one jurisdictidoes not ensure regulatory approval in anothéralfailure or delay in obtaining regulatory
approval in one jurisdiction may have a negatifeatfon the regulatory processes in others. Fattuabtain regulatory approvals in other
jurisdictions or any delay or setback in obtainsugh approvals could have the same adverse effetztded above regarding FDA approva
the United States. As described above, such efiieciisde the risks that any of our product candidahay not be approved for all indications
requested which could limit the uses of our prodaetdidates and have an adverse effect on theimesaial potential or require costly post-
marketing studies.

Guidelines and recommendations published by various organizations can reduce the use of our products and product candidates.

Government agencies promulgate regulations andeinés directly applicable to us and to our prodwetd product candidates. In addition,
professional societies, practice management grqupste health and science foundations and orgéinizs involved in various diseases from
time to time may also publish guidelines or recomdations to the health care and patient communBesommendations of government
agencies or these other groups or organizationsrefaie to such matters as usage, dosage, roattnhistration and use of concomitant
therapies. Recommendations or guidelines suggettingeduced use of our products or product cabelidar the use of competitive or
alternative products that are followed by patientd health care providers could result in decreasedf our products or product candidates.

We are subject to uncertainty relating to payment or reimbursement policies which, if not favorable for our products or product candidates,
could hinder or prevent our commercial success.

Our ability or our collaborators' ability to sucsfdly commercialize our products and product cdatis, including Oxtellar XR and Trokendi
XR, will depend in part on the coverage and reimborent levels set by governmental authoritiesapeihealth insurers, managed care
organizations and other third-party payors. Asrashold for coverage and reimbursement, third-paatyors generally require that drug
products have been approved for marketing by th&.Rird-party payors also are increasingly chalieg the effectiveness of and prices
charged for medical products and services. Govenhaghorities and these third-party payors hatesgited to control costs, in some
instances, by limiting coverage and the amounewhbursement for particular medications or encaunathe use of lower-cost generic AEDs.
We cannot be sure that reimbursement will be abtglfor any of the products that we develop ancgihbursement is available, the level of
reimbursement. Reduced or partial payment or reisgrnent coverage could make our products or prathratidates, including Oxtellar XR
and Trokendi XR, less attractive to patients arebgribing physicians. We also may be required Hmse products or product candidates at a
discount, which would adversely affect our abitityrealize an appropriate return on our investnrentur products or product candidates or
compete on price.

We expect that private insurers and managed cgeni@ations will consider the efficacy, cost effeehess and safety of our products or
product candidates, including Oxtellar XR and TmodieXR, in determining whether to approve reimbuarsat for such products or product
candidates and at what level. Because each thitgl-payor individually approves payment or reimlament, obtaining these approvals can b
a time consuming and expensive process that ceglagine us to provide scientific or clinical suppfant the use of each of our products or
product candidates separately to each third-paypip In some cases, it could take several montlgears before a particular private insurer o
managed care organization reviews a particularymp@nd we may ultimately be unsuccessful in olitgi coverage. Our competitors
generally have larger organizations, as well astig business relationships with third-party pay@ilating to their products. Our business
would be materially adversely affected if we do remteive approval for reimbursement of our prodocts
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product candidates from private insurers on a gmelsatisfactory basis. Our products and prodantiates, may not be considered cost-
effective, and coverage and reimbursement may eatvhilable or sufficient to allow us to sell owogucts or product candidates on a
profitable basis. Our business would also be a@Weedfected if private insurers, managed care migdions, the Medicare program or other
reimbursing bodies or payors limit the indicatidoswhich our products or product candidates walreimbursed to a smaller set than we
believe they are effective in treating.

In some foreign countries, particularly Canada tnedcountries of Europe, the pricing of prescripgplnarmaceuticals is subject to strict
governmental control. In these countries, priciegatiations with governmental authorities can tsikeo 12 months or longer after the receipt
of regulatory approval and product launch. To abfaivorable reimbursement for the indications sowglpricing approval in some countries,
we may be required to conduct a clinical trial tbatpares the cost-effectiveness of our producpsaiuct candidates to other available
therapies. If reimbursement for our products odpit candidates is unavailable in any country icivineimbursement is sought, limited in
scope or amount, or if pricing is set at unsatisfaclevels, our business could be materially hatme

In addition, many managed care organizations naigothe price of products and develop formularibEkestablish pricing and
reimbursement levels. Exclusion of a product frofarenulary can lead to its sharply reduced usaghémanaged care organization's patient
population. If our products or product candidatesret included within an adequate number of foarigk or adequate payment or
reimbursement levels are not provided, or if thoskcies increasingly favor generic products, owarket share and gross margins could be
negatively affected, which would have a materialeade effect on our overall business and finaramadition.

We expect to experience pricing pressures duectpaltential healthcare reforms discussed elsewhéhés Annual Report on Form 10-K, as
well as the trend toward programs aimed at reduleeath care costs and the increasing influendealth maintenance organizations and
additional legislative proposals.

We face potential product liability exposure, and, if successful claims are brought against us, we may incur substantial liabilities.

The use of our product candidates in clinical $rhd the sale of any of our products expose thetask of product liability claims. Product
liability claims might be brought against us by somers, healthcare providers or others sellingloeravise coming into contact with our
products and product candidates. If we cannot sstakly defend ourselves against product liabitigims, we could incur substantial
liabilities. In addition, product liability claimshay result in:

. decreased demand for any product or productidatalthat has received approval and is being cawialized,;
. impairment of our business reputation and exposuaglverse publicity;

. withdrawal of bioequivalence and/or clinical trggrticipants;

. initiation of investigations by regulators;

. costs of related litigation;

. distraction of management's attention from our primbusiness;

. substantial monetary awards to patients or ottemelnts;

. loss of revenues; and

. the inability to commercialize any of our protieandidates for which we obtain marketing approval
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Our product liability insurance coverage for otnidlal trials is limited to $10 million per clairmd $10 million in the aggregate, and covers
bodily injury and property damage arising from olimical trials, subject to industry-standard teymsnditions and exclusions. Our insurance
coverage may not be sufficient to reimburse usifr expenses or losses we may suffer. Moreoveranse coverage is becoming
increasingly expensive, and, in the future, we matybe able to maintain insurance coverage atsonedle cost or in sufficient amounts to
protect us against losses. We have expanded auaimse coverage to include the sale of commerctalyzts prior to the commercialization
our products. On occasion, large judgments have Ae@rded in class action lawsuits based on dhagshiad unanticipated side effects. A
successful product liability claim or series ofigla brought against us could cause our stock peickecline and, if judgments exceed our
insurance coverage, could decrease our cash aedsativaffect our business.

Our failureto successfully develop and market products or product candidates would impair our ability to grow.

As part of our growth strategy, we intend to depedod market additional product candidates. Weparsuing various therapeutic
opportunities through our pipeline. We may spenatsa years completing our development of any paldr current or future internal product
candidate, and failure can occur at any stage pftuct candidates to which we allocate our ressinsay not end up being successful. In
addition, because our internal research capakilitie limited, we may be dependent upon pharmae¢gtbmpanies, academic scientists and
other researchers to sell or license productsabmtgogy to us. The success of this strategy deppardly upon our ability to identify, select,
discover and acquire promising pharmaceutical prbdandidates and products.

The process of proposing, negotiating and implemgra license or acquisition of a product candiaatapproved product is lengthy and
complex. Other companies, including some with saufislly greater financial, marketing and sale®ueses, may compete with us for the
license or acquisition of product candidates amt@ged products. We have limited resources to ifleand execute the acquisition or in-
licensing of third-party products, businesses a&otiiiologies and integrate them into our curremagtfucture. Moreover, we may devote
resources to potential acquisitions or in-licengipgortunities that are never completed, or we fa#yo realize the anticipated benefits of
such efforts. We may not be able to acquire thiatsitp additional product candidates on termswleafind acceptable, or at all.

In addition, future acquisitions may entail numeraperational and financial risks, including:

. exposure to unknown liabilities;

. disruption of our business and diversion of management's time and attention to develop acqpimdiicts or technologies;
. incurrence of substantial debt, dilutive issuarafesecurities or depletion of cash to pay for asijains;

. higher than expected acquisition and integratisis;o

. difficulty in combining the operations and personofeany acquired businesses with our operatiomsparsonnel;

. increased amortization expenses;

. impairment of relationships with key suppliers astomers of any acquired businesses due to chamgesnagement and

ownership; and

. inability to motivate key employees of any aecqdibusinesses.
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Further, any product candidate that we acquire ragyire additional development efforts prior to enercial sale, including extensive clinical
testing and approval by the FDA and applicableifpreegulatory authorities. All product candidaéee prone to risks of failure typical of
pharmaceutical product development, including thesgbility that a product candidate will not be winato be sufficiently safe and effective -
approval by regulatory authorities.

Healthcare reform measures could hinder or prevent the commercial success of our products or product candidates.

The U.S. government and other governments haverskmmificant interest in pursuing healthcare refoGovernment-adopted reform
measures could adversely impact the pricing oftheafe products and services in the United Stategernationally and the amount of
reimbursement available from governmental agermiegher third-party payors. The continuing effaxfshe U.S. and foreign governments,
insurance companies, managed care organizationsthedpayors of health care services to contaneaduce healthcare costs may adversely
affect our ability to set prices for any approvedduct candidate which we believe are fair, andatility to generate revenues and achieve
maintain profitability.

In both the United States and some foreign jurigalis, there have been a number of legislativeragdlatory proposals and initiatives to
change the health care system in ways that cotddtadur ability to sell any approved product praifly. Some of these proposed and
implemented reforms could result in reduced reiraborent rates for our products, which would advgraéct our business strategy,
operations and financial results. For example, aré¥i 2010, President Obama signed into law a kgisl overhaul of the U.S. healthcare
system, known as the Patient Protection and Aftolel@are Act of 2010, as amended by the HealtraradeEducation Affordability
Reconciliation Act of 2010. These laws and thegulations, which we refer to collectively as theallle Care Reform Law, may have far
reaching consequences for biopharmaceutical corapéike us. As a result of the Healthcare Reforw,Lsubstantial changes could be made
to the current system for paying for healthcarthanUnited States, including changes made in dadektend benefits to those who currently
lack insurance coverage or changing coverage paessn&xtending coverage to a large populationdceubstantially change the structure of
the health insurance system and the methodologefimbursing medical services and drugs. Thesetsirai changes could entail
modifications to the existing system of private @ayand government programs, such as Medicare auticklid, creation of a government-
sponsored healthcare insurance source, or someiratiob of both, as well as other changes. Resiring} the coverage of medical care in the
United States could impact the reimbursement fesgibed drugs, including our products and prodantiidates. If reimbursement for our
approved products is substantially less than weetip the future, or rebate obligations associatitll them are substantially increased, our
business could be materially and adversely impacted

In September 2007, the Food and Drug Administratiorendments Act of 2007 was enacted, giving the FIDAanced post-marketing
authority, including the authority to require posérketing studies and clinical trials, labeling mpas based on new safety information, and
compliance with risk evaluations and mitigatiorastgies approved by the FDA. In July 2012, the Farwai Drug Administration Safety and
Innovation Act was enacted, expanding drug suppbircrequirements and strengthening FDA's respandeug shortages, among other
things. The FDA's exercise of this authority corddult in delays or increased costs during prodagelopment, clinical trials and regulatory
review, increased costs to assure compliance vagirgpproval regulatory requirements, and potentiatict®ns on the sale and/or distributi
of any approved product candidates.

Future federal and state proposals and healthrefoams could limit the prices that can be charfigedhe product candidates that we develop
and may further limit our commercial opportunityui@esults of operations could be materially adelgraffected by the Health Care Reform
Law by
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reducing the amounts that private insurers will pagl by other health care reforms that may be edamtadopted in the future.

I mplementation of the Health Care Reform Law could cause usto incur significant compliance expenses or could subject usto substantial
penalties and finesif our businessisfound to violate these requirements.

The Health Care Reform Law was signed into lawldf@® The Health Care Reform Law is multi-faceted &nbeing implemented in phases.
The financial impact of all of the provisions otthlealth Care Reform Law on our business is uncteat there can be no assurance that our
business will not be materially harmed by futur@liementation of the Health Care Reform Law. In &ddj if we are found not to be in full
compliance with the Health Care Reform Law, we ddate enforcement action, fines and other pesadtiel we could receive adverse
publicity.

The Health Care Reform Law also includes variowwigions designed to strengthen significantly frand abuse enforcement, such as
increased funding for enforcement efforts and tiveering of the intent requirement of the federdl-&itkback statute and criminal health care
fraud statute such that a person or entity no longeds to have actual knowledge of this statutpecific intent to violate it.

If our past or present operations are found tanbgdlation of any such laws or any other governtakregulations that may apply to us, we
may be subject to penalties, including civil andninal penalties, damages, fines, exclusion frodefal health care programs and/or the
curtailment or restructuring of our operations.

The risk of our being found in violation of the HtbaCare Reform Law, its underlying regulationsptiier laws impacted by its
implementations is increased by the fact that ndriiem have not been fully interpreted by the fatguy authorities or the courts, and their
provisions are subject to a variety of interpretasi. Any action against us for violation of them&d, even if we successfully defend against
them, could cause us to incur significant legalemges and divert our management's attention frempleration of our business.

We will need to increase the size of our organization, and we may experience difficultiesin managing growth.

We will need to manage our anticipated growth antldased operational activity. Our personnel, systand facilities currently in place may
not be adequate to support this future growth. fOture financial performance and our ability to qmte effectively will depend, in part, on «
ability to effectively manage any future growth.rweed to effectively execute our growth strategpyuires that we:

. manage our regulatory approvals and clinicaldreffectively;

. manage our internal development efforts effedyiwhile complying with our contractual obligat®to licensors, licensees,
contractors, collaborators and other third parties;

. develop internal sales and marketing capabilities;

. commercialize our product candidates;

. improve our operational, financial and managementrols, reporting systems and procedures; and
. attract and motivate sufficient numbers of talerdgetployees.

This future growth could place a strain on our adstiative and operational infrastructure and neguire our management to divert a
disproportionate amount of its attention away fraun day-to-day activities. We may not be able feaively manage the expansion of our
operations or recruit and train additional quatifigersonnel, which may result in weaknesses inrdtastructure, give rise to
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operational mistakes, loss of business opport@itiess of employees and reduced productivity amientaining employees. We may not be
able to make improvements to our management infbomand control systems in an efficient or timeignner and may discover deficiencies
in existing systems and controls. If our managernseunhable to effectively manage our expected gnpatir expenses may increase more that
expected, our ability to generate or increase ewemues could be reduced and we may not be abigtement our business strategy.

We may not be able to manage our business effectively if we are unable to attract, motivate and retain key members of our management
team.

We may not be able to attract or motivate qualifie@hagement and scientific and clinical persorméhé future due to the intense competitior
for qualified personnel among biotechnology, phareudical and other businesses. Our industry hasreeqed a high rate of turnover of
management personnel in recent years. If we arabiletto attract and motivate necessary persoonradomplish our business objectives, we
may experience constraints that will significanthpede the achievement of our objectives.

We are highly dependent on the development, regylatommercial and financial expertise of our ngemaent, particularly Jack A. Khattar,
our President and Chief Executive Officer. We dblmave any employment agreements with any membeuro$enior management team
except Mr. Khattar. If we lose key members of oanagement team, we may not be able to find suitaplacements in a timely fashion, if at
all. We cannot be certain that future managemansttions will not disrupt our operations and geteiconcern among employees and those
with whom we do business.

In addition to the competition for personnel, oarpgorate officers are located in the greater WagbimD.C. metropolitan area, an area that is
characterized by a high cost of living. As such,omeld have difficulty attracting experienced persel to our Company and may be required
to expend significant financial resources in ouptayee recruitment efforts.

We also have scientific and clinical advisors whsist us in formulating our product development @imdcal strategies. These advisors are
our employees and may have commitments to, or timgr advisory contracts with, other entitieattimay limit their availability to us, or
may have arrangements with other companies totassle development of products that may competie aurs.

If wefail to comply with healthcare regulations, we could face substantial penalties and our business, operations and financial condition
could be adversely affected.

As a supplier of pharmaceuticals, certain fedemdl state healthcare laws and regulations pertaioifigaud and abuse and patients' rights are
and will be applicable to our business. We couldldgect to healthcare fraud and abuse and patiafcy regulation by both the federal
government and the states in which we conduct osinkess. The regulations include:

. the federal healthcare program anti-kickback, lawich prohibits, among other things, persons femticiting, receiving or
providing remuneration, directly or indirectly, ittduce either the referral of an individual, foritem or service or the
purchasing or ordering of a good or service, foichwipayment may be made under federal healthcagrgms such as the
Medicare and Medicaid programs;

. federal false claims laws which prohibit, amarher things, individuals or entities from knowipgiresenting, or causing to be

presented, claims for payment from Medicare, Madiacar other third-party payors that are falseraufiulent, and which may
apply to entities like us which provide coding dilling advice to customers;
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. the federal Health Insurance Portability and Acaability Act of 1996, which prohibits executing eh@me to defraud any
healthcare benefit program or making false statésmetating to healthcare matters and which algmes certain requirements
relating to the privacy, security and transmissibimdividually identifiable health information;

. the federal transparency requirements under thétHeare Reform Law requires manufacturers of drdgsices, biologics, at
medical supplies to report to the Department ofltHeend Human Services information related to ptigsi payments and other
transfers of value and physician ownership andstment interests;

. the FDCA, which among other things, strictly regetadrug product marketing, prohibits manufactuben: marketing drug
products for off-label use and regulates the distion of drug samples; and

. state law equivalents of each of the above fddaws, such as anti-kickback, Sunshine Act, atskfclaims laws which may
apply to items or services reimbursed by any thady payor, including commercial insurers, andeskaws governing the
privacy and security of health information in certeircumstances, many of which differ from eachestin significant ways and
often are not preempted by federal laws, thus cmaiihg compliance efforts.

Efforts to ensure that our business arrangemeititstinird parties will comply with applicable heattire laws and regulations could be costl
our operations are found to be in violation of afyhe laws described above or any governmentailagigns that apply to us, we may be
subject to penalties, including civil and crimipanalties, damages, fines and the curtailmentstrueturing of our operations. Any penalties,
damages, fines, curtailment or restructuring ofapgrations could adversely affect our ability pemate our business and our financial results
Although compliance programs can mitigate the oskvestigation and prosecution for violationstloése laws, the risks cannot be entirely
eliminated. Any action against us for violationtbése laws, even if we successfully defend ag#insbuld cause us to incur significant legal
expenses and divert our management's attentiontfreraperation of our business. Moreover, achieging) sustaining compliance with
applicable federal and state privacy, security faaad laws may prove costly.

Our business involves the use of hazardous materials, and we must comply with environmental laws and regulations, which can be expensive
and restrict how we do business.

Our activities and our third-party manufacturergl auppliers' activities involve the controlledrsige, use and disposal of hazardous material
owned by us. We and our manufacturers and supgaliersubject to federal, state, city and local land regulations governing the use,
manufacture, storage, handling and disposal okthazardous materials. Although we believe thatséiety procedures we use for handling
and disposing of these materials comply with tladards prescribed by these laws and regulatiomsamnot eliminate the risk of accidental
contamination or injury from these materials. la #vent of an accident, local, city, state or fabauthorities may curtail the use of these
materials and interrupt our business operatiomdding our commercialization and research and ldgveent efforts. Although we believe tl
the safety procedures utilized by our tharty manufacturers for handling and disposinghese materials generally comply with the stanc
prescribed by these laws and regulations, we cagusriantee that this is the case or eliminateitkeof accidental contamination or injury
from these materials. In such an event, we mayelekllable for any resulting damages and suchlligliould exceed our resources. We do
currently maintain biological or hazardous materiasurance coverage.
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Obtaining and maintaining our patent protection depends on compliance with various procedural, document submission, fee payment and
other requirementsimposed by governmental patent agencies, and our patent protection could be reduced or eliminated for non-compliance
with these requirements.

The USPTO and various foreign governmental patgaeheies require compliance with a number of procaddocumentary, fee payment and
other provisions during the patent process. Theeiguations in which noncompliance can resuéthandonment or lapse of a patent or paten
application, resulting in partial or complete l@dgpatent rights in the relevant jurisdiction. brch an event, competitors might be able to entel
the market earlier than would otherwise have bkeercase.

We may be subject to claims that our employees have wrongfully used or disclosed alleged trade secrets of their former employers.

We employ individuals who were previously employgather pharmaceutical companies, including oanptitors or potential competitors
and, as such, we may be subject to claims thatrileese employees have used or disclosed tradetsecrother proprietary information of
their former employers. Litigation may be necesdarglefend against these claims. Even if we areessful in defending against such claims,
litigation could result in substantial costs andabdistraction to management.

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

In the ordinary course of our business, we cobext store sensitive data, including intellectualpgrty, our proprietary business information
and that of our customers, suppliers and businategrs, and personally identifiable informatioroaf employees and patients in our clinical
trials, in our data centers and on our network® Jécure processing, maintenance and transmisiibis information is critical to our
operations and business strategy. Despite ourisemegasures, our information technology and infragure may be vulnerable to attacks by
hackers or breached due to employee error, matlieasar other disruptions. Any such breach couldmomise our networks and the
information stored there could be accessed, pyhdisiclosed, lost or stolen. Any such access, assck or other loss of information could
result in legal claims or proceedings, liabilityden laws that protect the privacy of personal infation, and regulatory penalties, disrupt our
operations, and damage our reputation, which cadiersely affect our business, revenues and cotivpgposition.

We will need to obtain FDA approval of any proposed product names, and any failure or delay associated with such approval may adversely
impact our business.

Any name we intend to use for our product cand&latidl require approval from the FDA regardlessafether we have secured a formal
trademark registration from the USPTO. The FDA ¢gliy conducts a review of proposed product naimesjding an evaluation of potential
for confusion with other product names. The FDA rbject to any product name we submit if it beletge name inappropriately implies
medical claims. We have in the past been requoethénge a proposed product name. If the FDA abjecany of our proposed product
names, we may be required to adopt an alternagiweerfor our product candidates. If we adopt anradtéve name, we would lose the benefit
of our existing trademark applications for suchdwet candidate, and may be required to expendfigignt additional resources in an effort to
identify a suitable product name that would qualifder applicable trademark laws, not infringedkRisting rights of third parties and be
acceptable to the FDA. We may be unable to bugdaessful brand identity for a new trademark tim&ly manner or at all, which would
limit our ability to commercialize our product cadaktes.
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In certain circumstances we could be required to pay damagesif we fail to perform our obligations under the license agreements related to
Sanctura XR and Oracea.

In December 2011, we sold 100% of our equity owmipriterests in Royalty Sub. In accordance withtérms of the sale, we retained certair
duties and obligations under two licensing agregmeiated to Sanctura XR and Oracea. If we faid@dorm the continuing duties and
obligations under these licensing agreements, webwaaequired to indemnify the purchaser of Roy8ltp for damages arising due to such
failure. For example, pursuant to these agreemamgtfiave an obligation to use commercially reaskenetforts to preserve, maintain, and
maximize the commercial value of our licensed patenvering Sanctura XR and Oracea, which includeobligation to pay patent office
maintenance fees in order to keep these patefisde. If we fail to pay such patent office mairdene fees, these patents may expire and
Royalty Sub's royalty stream from such patents taeyinate. In such a scenario, we may be called tppay damages to the purchaser of
Royalty Sub due to the loss of patent licensingnere that Royalty Sub would have received fronstie of Sanctura XR and Oracea.

Provisionsin our agreement with Shire impose restrictive covenants on us, which could limit our ability to operate effectively in the future.

In 2005, we purchased substantially all of the &@ssEShire Laboratories Inc. Pursuant to this egrent, we agreed to refrain perpetually from
engaging in any research, formulation developnemlytical testing, manufacture, technology assessr oral bioavailability screening that
relate to five specific drug compounds (amphetariaebamazepine, guanfacine, lanthanum and messaamd any derivative thereof.
Although these various restrictions and covenantssodo not currently impact our product candidatdsusiness, they could in the future lii
or delay our ability to take advantage of busirggsortunities that may relate to such compounds.

Risks Related to Our Finances and Capital Requirenrés
We have incurred significant operating losses since our inception.

In recent years, we have focused primarily on dspiab our current products and product candidatéh,the goal of commercializing these
products and supporting regulatory approval fos¢heroduct candidates. We have financed our opasafirimarily through the following
transactions:

. private placements of convertible preferred Istoc

. our collaboration and license arrangements;

. the monetization of certain future royalty streamsder our existing licenses for Oracea, SancturaXdIntuniv;
. the sale of our subsidiary, Royalty Sub, which hbkllicense rights to Oracea and Sanctura XR;

. borrowing via secured loans;

. the completion of our $52.3 million initial publadfering in May 2012;

. the completion of our follow-on $49.9 million equibffering in November 2012; and
. the completion of $90 million private placementesfiig of 7.50% Convertible Senior Secured Notes PQEI (the "Notes") in
May 2013.

We have incurred significant operating losses staanception in 2005. We incurred net lossespgfraximately $33.5 million, $38.5 million,
$46.3 million and $92.3 million in the years end®etember 31, 2008, 2010, 2012 and 2013, respectiid realized net income of
approximately
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$0.5 million and $53.8 million in the years endeecBmber 31, 2009 and 2011, respectively, due tdioreitems. As of December 31, 2013,
we had an accumulated deficit of approximately $88illion. Substantially all of our operating lessresulted from costs incurred in
connection with our development programs, expeasssciated with launching our products, and frolimge general and administrative costs
associated with our operations. We expect our rebemnd development costs to continue to be sutistamd to increase with respect to our
product candidates as we advance those producideaes through preclinical studies, clinical triateanufacturing scale-up and other pre-
approval activities. We expect our selling, genarad administrative costs to continue to be sulisieand to increase as we continue to exy
our sales force and support the ongoing commezai@in of our products. As a result, we expectaationue to incur significant and increasing
operating expenses for the foreseeable future.uBecaf the numerous risks and uncertainties agedorgth developing pharmaceutical
products, we may never become profitable.

Our prior losses, combined with expected futuredss have had and will continue to have an adwffeet on our stockholders' equity and
working capital. Furthermore, since the completour initial public offering in May 2012, we haugcurred additional costs associated with
operating as a public company. As a result, we &xpecontinue to incur significant operating expesifor the foreseeable future.

We may need additional funding and may be unable to raise capital when needed, which would force usto delay, reduce or eliminate our
product devel opment programs or commercialization efforts.

Developing product candidates, conducting clinidals, establishing manufacturing relationshipd ararketing drugs are expensive and
uncertain processes. Although we believe the paseéthe November 2012 public offering and the Nag3 issuance of the Notes, together
with our cash, cash equivalents and marketablerisiesuand anticipated future product revenued, vélsufficient to allow us to fund the
continued commercialization of Oxtellar XR and Teakli XR, we may need to obtain additional caphabtigh equity offerings, payments
under new or existing licensing and research andldpment collaboration agreements, or any comiazindhereof, in order to become cash
flow positive and to develop and commercialize tiddal product candidates. If sufficient funds @eeptable terms are not available when
needed, or at all, we could be required to sigaifity reduce operating expenses and delay, rethecgecbpe of, or eliminate one or more of oul
development programs, which may have a materis¢tagveffect on our business, results of operatodsfinancial condition.

In addition, unforeseen circumstances may ariseupstrategic imperatives could change, causing gensume capital significantly faster
than we currently anticipate, requiring us to seelaise additional funds sooner than expectedh#¥e no committed external sources of
funds.

The amount and timing of our future funding requiemts will depend on many factors, including, bottlmited to:

. the rate of progress and cost of our trials andrgthoduct development programs for our productichates;

. the costs and timing of in-licensing additional guot candidates or acquiring other complementanypanies;
. the timing of any regulatory approvals of ounghuct candidates;

. our ability to successfully launch our produatel to the rate of increase in the level of salehé marketplace;
. the actions of our competitors and their sucaeseglling competitive product offerings;
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. the costs of establishing sales, marketing, maturfiag and distribution capabilities for our protkjcand

. the status, terms and timing of any collaboratieensing, co-promotion or other arrangements.

Additional financing may not be available when vezd it or may not be available on terms that arer&ble to us, or at all. In addition, we
may seek additional capital due to favorable matkeditions or strategic considerations, even ibgbeve we have sufficient funds for our
current or future operating plans. If adequate fuaick not available to us on a timely basis, atlatve may be required to delay, reduce the
scope of or eliminate one or more of our developrpemgrams or our commercialization efforts.

We may never achieve or maintain profitability.

Our ability to become profitable depends upon duiiity to generate increasing levels of revenuesnifisales of our products and our product
candidates. 2013 was the first year in which weegstied revenue from our first commercial produdtgellar XR and Trokendi XR. Prior to
the commercial launch of these products, our hisabrevenues have been generated through feelef®opment services and payment for
achievement of specified development, regulatod/sales milestones, as well as royalties, on prtoshles of Oracea, Sanctura XR and Int
licensed products and the sale or license of ceafabur assets.

Our ability to generate product revenues is depetnaie our ability to continue the successful conuiadization Oxtellar XR and Trokendi XI

After our product candidates are approved for corsiaksale, we anticipate incurring significant tsoassociated with commercialization. It is
possible that we will never have sufficient prodsafes revenues to achieve profitability.

Our operating results may fluctuate significantly.

We expect our operating results to be subject otqtly and annual fluctuations. We expect that@wenues we generate will fluctuate from
guarter to quarter and year to year as a restifteofiming, market acceptance of our products,andunt of development milestones and
royalty revenues received under our collaboraticenise agreements.

Our net loss and other operating results will beci®d by numerous factors, including:

. our execution of any collaborative, licensing eniéar arrangements, and the timing of payments \ag make or receive under
these arrangements;

. the achievement and timing of milestone paymantier our existing collaboration and license agwegs; and

. the level of market acceptance for any apprqueduct candidates and underlying demand for tredyct and wholesalers'
buying patterns.

. variations in the level of expenses related todmwelopment programs;

. the success of our bioequivalence and clinicakttizrough all phases of clinical development;

. any delays in regulatory review and approval ofipici candidates in clinical development;

. potential side effects of our future products taild delay or prevent commercialization, causeroved drug to be taken

the market, or result in litigation;
. any intellectual property infringement lawsuitwhich we may become involved;

. our ability to establish an effective sales amtketing infrastructure;
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. our dependency on third-party manufacturers to lsuppmanufacture our product candidates;
. competition from existing products or new produbest may emerge;

. regulatory developments affecting our products prodiuct candidates;

. changes in reimbursement environment and regulatwamges.

Due to the various factors mentioned above, andrstithe results of any prior quarterly period stiawt be relied upon as an indication of out
future operating performance. If our quarterly @pieg results fall below the expectations of ineesr securities analysts, the price of our
common stock could decline substantially. Furtheemany quarterly fluctuations in our operatingutessmay, in turn, cause the price of our
stock to fluctuate substantially.

Prior to May 1, 2012 we operated as a private company and therefore, have limited experience operating as a public company and complying
with public company obligations. Complying with these requirements has increased our costs and requires additional management resour ces,
and we still may fail to meet all of these obligations.

We face increased legal, accounting, administratia other costs and expenses as a public com@anypliance with the Sarban&s<dey Act

of 2002, the Dodd-Frank Act of 2010, as well agswf the Securities and Exchange Commission asdadg for example, has resulted in
significant initial cost to us as well as ongoingrieases in our legal, audit and financial compkacosts, particularly after we are no longer ar
"emerging growth company", which status we antiggasing on December 31, 2017. The Securities &xga Act of 1934, as amended, of
Exchange Act, requires, among other things, thatilv@nnual, quarterly and current reports withpect to our business and financial
condition. Our board of directors, management ahdrgpersonnel need to devote a substantial anoddime to these compliance initiatives.
Moreover, these rules and regulations make it rdiffieult and more expensive for us to obtain dicg@nd officer liability insurance, and
require us to incur substantial costs to maintaénsame or similar coverage.

As a public company, we are subject to Section &0df the Sarbanes-Oxley Act relating to interralteols over financial reporting and we
expect to incur significant expense and devotetankial management effort toward ensuring compkanith Section 404(a). We currently do
not have an internal audit group, and we will neeHire additional accounting and financial staffrwappropriate public company experience
and technical accounting knowledge. Implementingapropriate changes to our internal controls neayire specific compliance training
our directors, officers and employees, entail suit&l costs to modify our existing accounting syss, and take a significant period of time to
complete. Such changes may not, however, be eféeirtimaintaining the adequacy of our internal oast and any failure to maintain that
adequacy, or consequent inability to produce atewansolidated financial statements or other ttspmr a timely basis, could increase our
operating costs and could materially impair oulighio operate our business. We cannot assurehatuour internal controls over financial
reporting will prove to be effective.

If wefail to maintain an effective system of internal control over financial reporting, we may not be able to accurately report our financial
results or prevent fraud. As a result, stockholders could lose confidence in our financial and other public reporting, which would harm our
business and the trading price of our common stock.

Effective internal controls over financial repogiare necessary for us to provide reliable findmejports and, together with adequate
disclosure controls and procedures, are designpretent fraud. Any failure to implement requiregnor improved controls, or difficulties
encountered in their implementation could cause digil to meet our reporting obligations. In addlit, any testing by us conducted in
connection with Section 404(a) of the SarbanesYDAle, or the subsequent testing by
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our independent registered public accounting fiomdticted in connection with Section 404(b) of tlheb@nes-Oxley Act after we no longer
qualify as an "emerging growth company," may rewksdiciencies in our internal controls over finalgieporting that are deemed to be
material weaknesses or that may require prospectivetroactive changes to our consolidated firgratatements or identify other areas for
further attention or improvement. Inferior intermaintrols could also cause investors to lose cenfid in our reported financial information,
which could have a negative effect on the tradingepof our common stock.

We are required to disclose changes made in ogimmiak control procedures on a quarterly basis amagnmanagement is required to assess the
effectiveness of these controls annually. Howefagras long as we are an "emerging growth companger the JOBS Act, our independent
registered public accounting firm will not be repa to attest to the effectiveness of our intecaaitrol over financial reporting pursuant to
Section 404(b). We could be an "emerging growthamy" until December 31, 2017. An independent assest of the effectiveness of our
internal controls could detect problems that ounaggement's assessment might not. Undetected matealinesses in our internal controls
could lead to financial statement restatementsagdire us to incur the expense of remediation.

Our ability to use net operating loss and tax credit carryforwards and certain built-in losses to reduce future tax paymentsis limited by
provisions of the I nternal Revenue Code, and may be subject to further limitation as a result of our follow-on offering in November 2012 and
the Convertible Note Offering that occurred in May 2013.

Sections 382 and 383 of the Internal Revenue Cb6d686, as amended, or the Code, contain ruledithéthe ability of a company that
undergoes an ownership change, which is genenajlychange in ownership of more than 50% of itskstoer a thregrear period, to utilize it
net operating loss and tax credit carryforwards@arthin built-in losses recognized in years dfterownership change. These rules generally
operate by focusing on ownership changes involgtogkholders owning directly or indirectly 5% or ra®f the stock of a company and any
change in ownership arising from a new issuancgawk by the company. Generally, if an ownershigngfe occurs, the yearly taxable income
limitation on the use of net operating loss andd@dit carryforwards and certain built-in lossegqgual to the product of the applicable long
term tax exempt rate and the value of the compatgtk immediately before the ownership change nvdg be unable to offset our taxable
income with losses, or our tax liability with cr&sjibefore such losses and credits expire andftrereould incur larger federal income tax
liability.

In addition, it is possible that the follow-on affeg that occurred in November 2012 and the CoitMerNote Offering that occurred in May
2013, either on a standalone basis or when combiiteduture transactions, including issuancese#f/rshares of our common stock, will
cause us to undergo one or more additional ownerdtanges. With respect to our Convertible Notee@ify, as of March 14, 2014,

$50.0 million in principal of Notes had been corgdrto common stock, resulting in the issuanceldd iillion shares. In the event of
ownership changes, we generally would not be abiesé our pre-change loss or credit carryovergudain built-in losses prior to such
ownership change to offset future taxable incomexicess of the annual limitations imposed by SastRB82 and 383 and those attributes
already subject to limitations as a result of atiopownership changes may be subject to moregarinlimitations. As of December 31, 2013,
we had approximately $144.3 million of federal aperating loss carryforwards. We also had federdlstate research and development tax
credit carryforwards of approximately $4.2 milliaaailable to offset future taxable income. Theskefal and state net operating loss and
federal and state tax credit carryforwards will ineg expire at various dates beginning in 203@pif utilized. Our ability to utilize the
aforementioned carryforwards and tax credits malyrhiged. As a result, we may not be able to takeddvantage of these carryforwards or
tax credits for federal and state tax purposes.
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Risks Related to Our Indebtedness

Our significant level of indebtedness could adversely affect our business, financial condition and results of operations and prevent us from
fulfilling our obligations under the Notes.

We have a significant amount of indebtedness ahstantial debt service requirements. As of DecertheR013, we have issued and
outstanding convertible notes in the aggregatecjpa amount of $49.5 million. Subject to certaomditions and limitations in the Indenture
governing the Notes, we may also incur additiondebtedness, including secured debt, to meet flinaecing needs.

Our substantial indebtedness could have importaghisagnificant effects on our business, financ@idition and results of operations. For
example, it could:

. make it more difficult for us to satisfy our &incial obligations, including with respect to thetés;

. result in an event of default if we fail to colppvith the covenants contained in the Indentureegoing the Notes and any
agreement governing our existing or future indebésd, if any, which event of default could resulil of our debt becoming
immediately due and payable;

. increase our vulnerability to general adverse egvooindustry and competitive conditions;
. reduce the availability of our cash flow to fundnkiog capital, capital expenditures, acquisitiond ather general corporate

purposes because we will be required to dedicatéatantial portion of our cash flow from operasi¢a the payment of
principal and interest on our indebtedness;

. subject us to increased sensitivity to interes natreases on our existing and future indebtediifessy, with variable interest
rates;
. limit our flexibility in planning for, or reactingp, and increasing our vulnerability to changesun business, the industry in

which we operate and the general economy;

. prevent us from raising funds necessary to i@mase Notes tendered to us if there is a "fundaahehinge” or pay the interest
make-whole payment that may be due in cash in aiimmewith certain conversions of the Notes untierlhdenture governing
the Notes;

. place us at a competitive disadvantage comparedrtoompetitors that have less indebtedness dessehighly leveraged and

that, therefore, may be able to take advantagppdrdunities that our debt levels or leverage pnévs from exploiting; and

. limit our ability to obtain additional financing

Each of these factors may have a material and selaffect on our business, financial condition sesilts of operations and our ability to rr
our payment obligations under the Notes and owréuindebtedness, if any.

Our ability to make payments with respect to thegd@nd to satisfy any other debt obligations @élbend on our future operating performe
and our ability to generate significant cash flowttie future, which will be affected by prevailiagonomic conditions and financial, business,
competitive, legislative and regulatory factorseedl as other factors affecting our company andigty, many of which are beyond our
control.
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Servicing our indebtedness requires a significant amount of cash, and we may not have sufficient cash flow from our business to pay our
substantial indebtedness.

As of December 31, 2013, we have issued and oulisiguconvertible notes in the aggregate principadant of $49.5 million, bearing an
interest rate of 7.5% per annum. Servicing our lme@ness will require the dedication of a portibour expected cash flow from operations,
thereby reducing the amount of our cash flow atldor other purposes. In addition, our abilityntake scheduled payments of the principal
of, to pay interest on or to refinance our indebtss$, including the Notes, depends on our futur@aance, which is subject to economic,
financial, competitive, regulatory and other fastbeyond our control. Historically, our business fanerated losses and we expect to contini
to incur significant and increasing operating Iesie the foreseeable future. Accordingly, the démlv from operations in the future may be
insufficient to service our debt and make necessapytal expenditures. If we are unable to genesatd cash flow, we may be required to
adopt one or more alternatives, such as sellingtgs®structuring debt or obtaining additionaliggcapital on terms that may be onerous or
highly dilutive. Our ability to refinance our indieliness will depend on the capital markets andinancial condition at such time. If we raise
additional debt, it could increase our interestamge, leverage and operating financial costs. ditiad, the terms of the Indenture governing
the Notes and the agreements governing our futgiehbitedness may restrict us from adopting anyeddtalternatives. We may not be able to
engage in any of these activities or engage irethesivities on desirable terms, which could resu#t default on our debt obligations. Our lack
of cash resources or failure to generate sufficgash flow or to affect any of these alternativesld significantly adversely affect our ability
pay amounts due under the Notes.

The Indenture governing the Notes contains restrictions that will limit our operating flexibility, and we may incur additional debt in the
future that may include similar or additional restrictions.

The Indenture governing the Notes contains covenéiat, among other things, restrict our and oistieng and future subsidiaries' ability to
take specific actions, even if we believe themdadrbour best interest. These covenants includdatsns on our ability to:

. incur additional indebtedness and issue cetyaies of preferred stock;
. make investments in our foreign subsidiariest an
. enter into mergers, consolidations or salegasés of all or substantially all of our assets.

These covenants limit our operational flexibilitydacould prevent us from taking advantage of bussirmpportunities as they arise, growing
business or competing effectively.

A breach of any of these covenants or other prorgsin our debt agreements could result in an esfedéfault, which if not cured or waived,
could result in such debt becoming immediately au@ payable. This, in turn, could cause our otledt tb become due and payable as a rest
of cross-default or cross-acceleration provisiam#tained in the agreements governing such othdr brethe event that some or all of our debt
is accelerated and becomes immediately due andieayee may not have the funds to repay, or thétyabd refinance, such debt.

We may not be permitted, by the agreements governing our existing or future indebtedness, to pay any interest make-whole payment upon
conversion in cash, requiring us to issue shares for such amounts, which could result in significant dilution to our stockholders.

If a holder elects to convert some or all of théates on or after November 1, 2013, if, for at i&fstrading days (whether or not consecutive)
during the 30 consecutive trading day period endglithin five trading days prior to a conversionel#te last reported sale price of our
common stock exceeds the applicable conversioe priceach such trading day, we will pay such hadaeinterest make-whole payment in
cash or common stock for the Notes being conveitsglhave the option to
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issue our common stock to any converting holddiein of making the interest make-whole paymentastt If we elect to issue our common
stock for such payment, then the stock will be gdlat 95% of the simple average of the daily volwegghted average price, or VWAP, of
our common stock for the 10 trading days endingmehincluding the trading day immediately precedhmgconversion date. Agreements
governing our existing or future indebtedness nrahibit us from making cash payments in respethefinterest make-whole amount upon a
conversion. Notwithstanding the foregoing, in nemtwill the shares we deliver in connection witboaversion, including those delivered in
connection with the interest make-whole amountrapayment of principal, exceed 221.7294 share$p@00 principal amount of Notes,
subject to adjustment or , in aggregate, 19.96anikhares. If, pursuant to our election to dels@nmon stock in connection with the payn
of the interest make-whole amount, we would beireguo deliver a number of shares of common stoaxcess of such threshold, we will
deliver cash in lieu of any shares otherwise dedilske upon conversions in excess thereof (basd¢kdeosimple average of the daily VWAP for
the 10 trading days ending on and including theitigaday immediately preceding the conversion date)

We may not have the ability to raise the funds necessary to pay the interest on our Notes, the principal amount of the Notes when due at
maturity, redemption or otherwise, the amount of cash due upon conversion of the Notes, if relevant, or the fundamental change purchase
price due when a holder submitsits Notes for purchase upon the occurrence of a fundamental change, and the agreements governing our
existing and future indebtedness may contain limitations on our ability to pay certain of such cash obligations.

Our Notes bear interest annually at a rate of 7.p8%year which interest is payable semi-annuailfviay 1 and November 1 beginning on
November 1, 2013. In addition, in certain circumsts, we are obligated to pay additional interaghe Notes. At maturity or on tl
redemption date, if any, the entire outstandinggipial amount of the Notes will become due and pkyhy us with respect to Notes that have
not been previously converted or purchased by ls@,Aipon the occurrence of an event of defaultimag be required to repay the principal
amount of Notes. Also, upon the occurrence of a&mmental change, holders may require us to purchaseash, all or a portion of their No

at a fundamental change purchase price. Further ifbtain stockholder approval, we may elect tdeseonversions of the Notes partially or
entirely in cash.

Such payments could be significant, and there eamobassurance that we will have sufficient finahe@sources, or will be able to arrange
financing, so that we can make such payments whenThe terms of the Indenture that govern the dotay limit our ability to obtain such
financing. In addition, the occurrence of a fundatabchange may cause an event of default undeeaggnts governing our or our existing or
future subsidiaries' indebtedness. Agreements gowvgany future debt may also restrict our abildiymake certain of the required cash
payments even if we have sufficient funds to mélesrt. Furthermore, our ability to satisfy such calsligations may be limited by law or
regulatory authority. In addition, if we fail to pauch cash obligations, we will be in default unithe Indenture. A default under the Indenture
or the fundamental change itself could also leaal default under agreements governing our indeltsjrwhich in turn may result in the
acceleration of other indebtedness we may then. iethee repayment of the other indebtedness wetetaccelerated, we may not have
sufficient funds to repay that indebtedness anddke such payments.

The fundamental change provisions of the Notes may delay or prevent an otherwise beneficial takeover attempt of us.

The fundamental change purchase rights, whichalidw holders to require us to purchase all or dipo of their Notes upon the occurrenct
a fundamental change, and the provisions requamicrease to the conversion rate for conversionennection with a make-whole
fundamental change may in certain circumstancesyd®l prevent a takeover of us and the removal@frnbent management that might
otherwise be beneficial to investors.
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Risks Related to Securities Markets and Investmerih Our Stock
Future sales of our common stock may depress our stock price.

Sales of our common stock, or the perception imthaeket that the holders of a large number of shiartend to sell shares, could reduce the
market price of our common stock which would impair ability to raise future capital through théesaf additional equity securities. We he
outstanding 39,983,437 shares of common stock Beoémber 31, 2013, of which approximately 18,329 ,8nhares are restricted securities
that may be sold only in accordance with the ressdtrictions under Rule 144 of the Securities @{ct933, as amended. In addition, as of
December 31, 2013, we had outstanding options ichpise 1,463,043 shares of common stock and warti@purchase 42,083 shares of
common stock that, if exercised, will result ingbeadditional shares becoming available for salerge portion of these shares and option:
held by a small number of persons and investmerdsuMoreover, certain holders of shares of comatook will have rights, subject to some
conditions, that require us to file registratioatstnents covering the shares they currently holth mmclude these shares in registration
statements that we may file for ourselves or osth@ckholders.

We have also registered all common stock subjegptions outstanding or reserved for issuance uode2005 Stock Plan, 2012 Equity
Incentive Plan and 2012 Employee Stock Purchase Riaaggregate of 1,380,543 and 131,903 sharearafommon stock are reserved for
future issuance under the 2012 Equity Incentive Blzd the 2012 Employee Stock Purchase Plan, ridsglgc These shares may now be fre
sold in the public market upon issuance. As of Ddwer 31, 2013, there are 9,342,471 shares of aumum stock reserved for issuance undel
our Convertible Note that matures in May, 201% large number of these shares are sold in thécpmlalrket, the sales could reduce the
trading price of our common stock.

We have never paid dividends on our capital stock, and because we do not anticipate paying any cash dividendsin the foreseeable future,
capital appreciation, if any, of our common stock will be your sole source of gain on an investment in our common stock.

We have paid no cash dividends on any of our ckaskeapital stock to date, and we currently intencdetain our future earnings, if any, to
fund the development and growth of our businessd@/mot anticipate paying any cash dividends oncoammon stock in the foreseeable
future. As a result, capital appreciation, if aofypur common stock will be your sole source ohdgair the foreseeable future. There is no
guarantee that shares of our common stock will@pate in value or even maintain the price at winicghstockholders have purchased their
shares.

If securities or industry analysts do not publish research or reports or publish unfavorable research or reports about our business, our stock
price and trading volume could decline.

The trading market for our common stock will dep@mgart on the research and reports that secsidtiéndustry analysts publish about us,
business, our market or our competitors. We curératve very limited research coverage by secsriied industry analysts. If securities or
industry analysts presently covering our busin@ssat continue such coverage or if additional séiesror industry analysts do not commence
coverage of our Company, the trading price forsiack could be negatively impacted. In the evenbit@in securities or industry analyst
coverage, if one or more of the analysts who cousmowngrades our stock, our stock price wouldliklecline. If one or more of these
analysts ceases to cover us or fails to regularbliph reports on us, interest in our stock cowdrdase, which could cause our stock price or
trading volume to decline.
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The concentration of our capital stock ownership with our directors and their affiliated entities and our executive officerswill limit your
ability to influence certain corporate matters.

Our directors and their affiliated entities, and executive officers beneficially own, in the aggmée, approximately 30.3% of our outstanding
common stock. As a result, these stockholdersaltectively able to significantly influence or coat all matters requiring approval of our
stockholders, including the election of directansl @pproval of significant corporate transactiamshsas mergers, consolidations or the sale o
all or substantially all of our assets. The con@itn of ownership may delay, prevent or detehange in control of our Company even when
such a change may be in the best interests of stonkholders, impede a merger, consolidation, tadeor other business combination
involving us, or could deprive our stockholdersaafopportunity to receive a premium for their conmnstock as part of a sale of our Company
or our assets and might adversely affect the pliaganarket price of our common stock.

Anti-takeover provisions under our charter documents and Delaware law could delay or prevent a change of control which could negatively
impact the market price of our common stock.

Provisions in our certificate of incorporation amdaws, as amended, may have the effect of delayiqyeventing a change of control. These
provisions include the following:

. Our board of directors is divided into threesslas serving staggered three-year terms, suchdhatl members of the board will
be elected at one time. This staggered board steiprevents stockholders from replacing the ebt@rd at a single
stockholders' meeting.

. Our board of directors has the right to elect doexto fill a vacancy created by the expansiothefboard of directors or the
resignation, death or removal of a director, wipocbvents stockholders from being able to fill vazias on our board of
directors.

. Our board of directors may issue, without stockbolabproval, shares of preferred stock. The ahiitguthorize preferred stock

makes it possible for our board of directors taiéspreferred stock with voting or other rights cgfprences that could impede
the success of any attempt to acquire us.

. Stockholders must provide advance notice to nataiindividuals for election to the board of diogs or to propose matters that
can be acted upon at a stockholders' meeting. &unttre, stockholders may only remove a member oboard of directors for
cause. These provisions may discourage or deteteafial acquiror from conducting a solicitationpsbxies to elect such
acquiror's own slate of directors or otherwiserafittng to obtain control of our Company.

. Our stockholders may not act by written consentaAssult, a holder, or holders, controlling a migjoof our capital stock
would not be able to take certain actions outside siockholders' meeting.

. Special meetings of stockholders may be calldy by the chairman of our board of directors enajority of our board of
directors. As a result, a holder, or holders, adlitrg a majority of our capital stock would not &bkle to call a special meeting.

. A supermajority (75%) of the voting power of outslang shares of our capital stock is required temanor repeal or to adopt
any provision inconsistent with certain provisiariur certificate of incorporation and to amend by-laws, which make it
more difficult to change the provisions describbd\e.

In addition, we are governed by the provisions eft®®n 203 of the Delaware General Corporation Lahich may prohibit certain business
combinations with stockholders owning 15% or mdrew outstanding voting stock. These and othevigions in our certificate of
incorporation, our bylaws and in the Delaware Gah€prporation Law could make it more difficult fstockholders or potential
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acquirers to obtain control of our board of direstor initiate actions that are opposed by the-thenent board of directors.
We may not be able to maintain an active public market for our common stock.

There was no public market for our common stockmo the closing of our initial public offering May 2012. We cannot predict the exten
which investor interest in our common stock wilbal us to maintain an active trading market on WASDAQ Global Market or otherwise or
how liquid that market might become. If an actiwblic market is not sustained, it may be diffidalt you to sell your shares of common stock
at a price that is attractive to you, or at allrtRer, an inactive market may also impair our &piio raise capital by selling shares of our
common stock and may impair our ability to enteo istrategic partnerships or acquire companiesadycts, product candidates or
technologies by using our shares of common stodoasideration.

To the extent outstanding stock options or warrants are exercised, there will be dilution to new investors.

As of December 31, 2013, we had options to purcha#3,043 shares of common stock outstanding, evércise prices ranging from $0.40
to $12.92 per share and a weighted average exgnitgeof $7.27 per share. Upon the vesting of eddhese options, the holder may exercise
his or her options, which would result in dilutitminvestors. You will also experience dilutionié issue additional shares of common stock
under the warrants that we issued to our lendesfMecember 31, 2013, the lender warrants tohase 18,750 shares of common stock :
exercise price of $4.00 per share and 23,333 slod@smmon stock at an exercise price of $5.00share remain outstanding.

The price of our common stock may fluctuate substantially.

The market price for our common stock is likelybtovolatile, in part because our common stock leas Ipreviously traded publicly for only a
short time. In addition, the market price of oumtoon stock may fluctuate significantly in respots@ number of factors, including:

. the commercial performance of Oxtellar XR, Tno#{eXR, or any of our product candidates that ree@narketing approval;

. filing of ANDAS by generic companies seeking epfal to market generic versions of our products;

. plans for, progress in and results from clinicall$rof our product candidates generally;

. FDA or international regulatory actions, includiagtions on regulatory applications for any of orgduct candidates;

. announcements of new products, services or techimapocommercial relationships, acquisitions oeottvents by us or our
competitors;

. market conditions in the pharmaceutical and biatetigy sectors;

. fluctuations in stock market prices and tradimtumes of similar companies;

. fluctuations in stock market prices for the Usick market;

. variations in our quarterly operating results;

. changes in accounting principles;

. litigation or public concern about the safetyoof potential products;

. actual and anticipated fluctuations in our quaytegerating results;

. deviations in our operating results from the est@naf securities analysts;
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. additions or departures of key personnel,

. sales of large blocks of our common stock, inclgdiales by our executive officers, directors agdificant stockholders;
. any third-party coverage and reimbursement polifoesur product candidates, and

. discussion of us or our stock price in the finaheiascientific press or in online investor comnties.

The realization of any of the risks described st "Risk Factors" could have a dramatic and nzdtediverse impact on the market price of
our common stock. In addition, class action litigathas often been instituted against companies@/ecurities have experienced periods of
volatility. Any such litigation brought against osuld result in substantial costs and a diversiomanagement attention, which could hurt our
business, operating results and financial condition

We may issue additional shares of our common stock or instruments convertible into shares of our common stock, including in connection
with the conversion of our Notes, and thereby materially and adversely affect the market price of our common stock and the trading price of
our Notes.

We may conduct future offerings of our common siqukferred stock or other securities convertibte bur common stock to fund
acquisitions, finance operations or for other psgso In addition, as of December 31, 2013, we higstanding 39,983,437 shares of common
stock, of which approximately 18,319,322 sharegesticted securities that may be sold only imbadance with the resale restrictions under
Rule 144 of the Securities Act. Also, as of Decenfife 2013, we had outstanding options to purcha4@3,043 shares of common stock and
warrants to purchase 42,083 shares of common #tatkif exercised, would result in these additistares becoming available for sale. A
large portion of these shares, options and warametdield by a small number of persons and invedtfoeds. Moreover, certain holders of
shares of common stock have rights, subject to smmditions, that require us to file registratidatements covering the shares they currently
hold, or to include these shares in registratiatestents that we may file for ourselves or othecldtolders. We have also registered all
common stock subject to options outstanding orrveskfor issuance under our 2005 Stock Plan, 2@ty Incentive Plan and 2012
Employee Stock Purchase Plan. An aggregate of 38@nd 131,903 shares of our common stock aeeves for future issuance under the
2012 Equity Incentive Plan and the 2012 EmployeelSPurchase Plan, respectively. In addition, d3exfember 31, 2013, 9,342,471 share
our common stock are presently reserved for fusseance upon conversion of the Notes. These shéltdee eligible for resale in the public
market upon issuance.

The number of shares of our common stock that may be issued upon conversion of the Notes may have an adverse effect on our stock price.

The holders of the $49.5 million of Notes haverilgat to convert the Notes into an aggregate 049,871 shares of our common at any time.
In addition, in certain instances we may issue tiawil shares of our common stock to holders whoved their Notes in order to satisfy our
obligation to pay an interest make-whole paymerthése note holders or who convert their Noteimection with a transaction that
constitutes a "makesole fundamental change" under the Indenture guwgrthe Notes. The possibility that we may isssalastantial numb

of shares of common stock to the holders of Nateonnection with conversions and thus substaptiadrease the number of issued shares ¢
our common stock outstanding may have an advefsetei our stock price for as long as the Notesaia outstanding.

72




Table of Contents

ITEM 2. PROPERTIES.

Our principal executive offices are located at 1588t Gude Drive, Rockville, Maryland 20850, wher=occupy approximately 44,500 squ
feet of laboratory and office space. Our lease texpires in April 30, 2018 with an option for adiyear extension. In January 2013, we signe
a lease for approximately 11,900 square feet id@8pace in an adjacent building to our existifig® space located at 1500 East Gude Drive
Rockville, MD 20850 with a co-terminus lease teratedof April 30, 2018. We believe that these féeti are sufficient for our present and
contemplated operations.

ITEM 3. LEGAL PROCEEDINGS.

From time to time and in the ordinary course ofibess, we are subject to various claims, chargdditigation. We may be required to file
infringement claims against third parties for th&zingement of our patents. The Company receivBdragraph IV Notice Letter against our
Oxtellar XR Orange Book patents from generic druaker Watson Laboratories, Inc.—Florida ("WLF") amé 26, 2013. On August 7, 2013
the Company filed a lawsuit against Actavis, IMELF, Actavis Pharma, Inc., Watson Laboratories,,laod Anda, Inc. (collectively "Watsol
alleging infringement of two patents that are lisite the FDA's Orange Book covering its antiepilepirug Oxtellar XR. Supernus's United
States Patent Nos. 7,722,898 and 7,910,131 ("tlemfsain-suit") generally cover once-a-day oxcaepéaze formulations and methods of
treating seizures using those formulations. Botiemta do not expire until April 13, 2027.

The Complaint—filed in the U.S. District Court fthre District of New Jersey-alleges that Watson infringed Supernus's OxtelRrpétents b
submitting to the Food and Drug Administration (4P an Abbreviated New Drug Application ("ANDA") sking to market a generic versi
of Oxtellar XR prior to the expiration of Superraupatents. Filing its Complaint within 45 days efeiving Watson's Paragraph IV certificat
notice entitles Supernus to an automatic stay ptengthe FDA from approving Watson's ANDA for 3@nths. On September 25, 2013,
Watson answered, denying the substantive allegatibthe Complaint. One defendant, Watson Labadegpmc.—Florida, asserted
Counterclaims, seeking declaratory judgments ofinfhmgement and invalidity of the patents-in-s@n October 30, 2013 the Company filed
its Reply, denying the substantive allegationdhef€Counterclaims. The case has been assigned e R&rBumb, U.S.D.J. and Joel Schnei
U.S.M.J. The case is in its early stages and dexgog proceeding.

ITEM 4. MINE SAFETY DISCLOSURES.
Not applicable
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASE OF EQUITY SECURITIES.

Our common stock has been listed on The NASDAQ &lMarket under the symbol "SUPN" since May 1, 2@£2or to that date, there was
no public trading market for our common stock. Téleowing table sets forth for the periods indichtle high and low intra-day sales prices
per share of our common stock as reported on tisel&¢pGlobal Market.

High Low
2013
First Quartel $ 8.0 $ 4.9
Second Quarte $ 720 $ 4.4
Third Quartel $ 84C $ 6.1C
Fourth Quarte $ 9.0t $ 5.8/
2012
Second Quarter (from May 1, 201 $ 15.2C $ 4.3C
Third Quartel $ 16.6¢ $ 8.7C
Fourth Quarte $ 14.9¢ $ 6.7

On December 31, 2013, the closing price of our comstock on The NASDAQ Global Market was $7.54 gf&re. As of December 31, 20
we had 34 holders of record of our common stocle dttual number of common stockholders is grehser the number of record holders, anc
includes stockholders who are beneficial ownerswhose shares are held in street name by brokersther nominees. This number of
holders of record also does not include stockhsladrose shares may be held in trust by other estiti

We have never declared or paid any cash dividendsiocapital stock and we do not currently anétépdeclaring or paying cash dividends
our capital stock in the foreseeable future. Weentty intend to retain all of our future earningsany, to finance operations. Any future
determination relating to our dividend policy wik made at the discretion of our board of direcémi will depend on a number of factors,
including future earnings, capital requirementsaficial conditions, future prospects, contractasirictions and covenants and other factors
that our board of directors may deem relevant.
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ITEM 6. SELECTED FINANCIAL DATA.

The following table sets forth selected consoliddieancial data that is qualified in its entirely and should be read in conjunction with
"Management's Discussion and Analysis of Finan€iaihdition and Results of Operations" and our coitlstéd financial statements and notes
thereto appearing elsewhere in this Annual Reporni-10-K. The consolidated financial data as of &aber 31, 2013 and 2012 and for the
fiscal years ended December 31, 2013, 2012 and afd dlerived from our audited consolidated finahstatements appearing elsewhere

this Annual Report on Form 10-K. Our historical uéis are not necessarily indicative of future ogarg results. You should read this selected
consolidated financial data in conjunction with thections entitled "Management's Discussion andysigof Financial Condition and Resu

of Operations" and our consolidated financial statnts and related notes, all included elsewhethis;mAnnual Report on Form 10-K.
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Supernus Pharmaceuticals, Inc.
Consolidated Statements of Operations

(in thousands, except share and per share data)

Year Ended December 31

2013 2012 2011
Revenue
Net product sale $ 11,55: $ — $ —
Licensing revenu 467 1,48( 80:<
Total revenu 12,01¢ 1,48( 80:
Costs and expens
Cost of product sale 1,104 — —
Research and developm 17,24* 23,515 30,62}
Selling, general and administrati 55,59( 20,13: 7,92¢
Total costs and expens 73,93¢ 43,64¢ 38,55¢
Operating los! (61,92() (42,169 (37,759
Other income (expens
Interest incomt 29¢ 12C 31
Interest expens (7,849 (3,575 (1,86¢€)
Changes in fair value of derivative liabiliti (13,359 (710 (85)
Loss on extinguishment of de (9,550 — —
Other income 101 50 20z
Total other expens (30,357) (4,115 (1,719
Loss from continuing operations before income ta
benefit (92,279) (46,289 (39,47()
Income tax benefi — — 16,24"
Loss from continuing operatiol (92,277) (46,289 (23,225
Discontinued operation
Income from discontinued operations, net of — — 2,18¢
Gain on disposal of discontinued operations, néax — — 74,85
Income from discontinued operatic — — 77,04(
Net (loss) incomi (92,277) (46,289 53,81¢
Cumulative dividends on Series A convertible
preferred stocl — (1,149 (3,430
Net (loss) income attributable to comnr
stockholders $ (92,279 $ (47,427 $ 50,38t
Net (loss) income per common shg
Basic and dilutes
Continuing operation $ (290 $ 2.72) $ (16.60)
Discontinued operatior — — 47.9¢
Net (loss) incom: $ (2.90) $ (2.72) $ 31.3¢
Weightec-average number of common shal
Basic and dilute: 31,848,29 17,440,91 1,605,32.
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Year Ended
December 31
2013 2012
(in thousands)

Consolidated Balance Sheet Data:
Unrestricted cash and cash equivalents and matket:

securities $ 82,191 $ 88,50¢
Long term investment 8,75¢€ —
Working capital 70,761 68,47¢
Total asset 110,99 93,98¢
Convertible notes, net of discot 34,39: —
Secured notes payable, including current pot 22,89’
Accumulated defici (178,52 (86,25
Total stockholders' equit 33,46¢ 57,57(
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.

You should read the following discussion and anglysour financial condition and results of opeosis together with our consolidated
financial statements and related notes thereto agpg elsewhere in this Annual Report on Forn-K. In addition to historical information,
some of the information in this discussion and gsialcontains forwardiboking statements reflecting our current expeotatiand involves ris
and uncertainties. For example, statements regardr expectations as to our plans and strategyforbusiness, future financial
performance, expense levels and liquidity sourced@warc-looking statements. Our actual results and théntipof events could differ
materially from those discussed in our forwdodking statements as a result of many factorduding those set forth under the "Risk Factc
section and elsewhere in this report.

Overview

We are a specialty pharmaceutical company focusettweloping and commercializing products for tieatiment of central nervous system
CNS, diseases. In 2013, we launched Oxtellar Xfe(eled-release oxcarbazepine) and Trokendi XRifdetkrelease topiramate), our two
novel treatments for epilepsy.

In addition, we are developing multiple productdidates in psychiatry to address the large manipodunity in the treatment of attention
deficit hyperactivity disorder, or ADHD, includirighpulsive aggression in patients with ADHD.

Marketed Products Oxtellar XR and Trokendi XR are the first amdyoonce-daily extended release oxcarbazepine @vichimate products,
respectively, indicated for epilepsy in the U.Srked The products are differentiated comparedhéoitnmediate release products by offering
convenient once-daily dosing and unique pharmaeikimprofiles that can be very important for patsewith epilepsy. A once-daily dosing
regimen has been shown to improve compliance afigywatients to benefit from their medications, #m@unique smooth and steady
pharmacokinetic profiles avoid the blood level fuations that are typically associated with immesiglease products and their side effects.
To date, we have received positive feedback frotiepis and physicians regarding the benefits ofdimital outcomes they are experiencing
with our products. We expect to experience continnereases in the number of prescriptions filleddach Oxtellar XR and Trokendi XR
throughout 2014.

We have our own specialty sales force promotindy pobducts in the U.S. market. As of December 8132 this sales force consisted of more
than 110 sales representatives. We anticipatenbatill continue to grow this sales force to mdrart 150 sales representatives by mid-2014.
We have incurred significant losses from operatior?013 as part of our investment in and commitntesuccessful product launches for
Oxtellar XR and Trokendi XR and expect to contiboi@xperience losses from operations in 2014.

We believe believes that our cash, cash equivalantsstricted marketable securities and long iexastments are sufficient to finance the
Company through the end of 2014, by which time weeet to be cash flow break even.

As reported in Part I, Item 3 Legal Proceedingthief Annual Report on Form 10-K, in response t@eaBraph IV Notice Letter on June 26,
2013 against our Oxtellar XR Orange Book patertmfgeneric drug makers Watson Laboratories, Incoeridi ("WLF"), on August 7, 2013,
the Company filed a lawsuit against Actavis, IMELF, Actavis Pharma, Inc., Watson Laboratories,,laod Anda, Inc. (collectively "Watsol
alleging infringement of two patents that are lisite the FDA's Orange Book covering its antiepilepirug Oxtellar XR. Supernus's United
States Patent Nos. 7,722,898 and 7,910,131 ("tlemfsain-suit") generally cover once-a-day oxcaepaze formulations and methods of
treating seizures using those formulations. Botleqta do not expire
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until April 13, 2027. Although this case is in @arly stages, we believe that we will be succegsftile defense of our patents. However, in the
event that we are not successful in upholding efthese patents, our future revenue from Oxte{Rmay be adversely affected, which co
increase our expected net losses.

Product Candidates In addition to our marketed products, we camgito develop our product candidates SPN-810 and&R2. We are
developing SPN-810 (molindone hydrochloride) aeatment for impulsive aggression in patients WEBHD. We completed a Phase llb trial
in 2012 demonstrating both safety and efficacyaAesult of a September 2013 scientific meeting wie FDA, we are now designing a
Phase 11l protocol which will undergo a SpecialtBoml Assessment. We expect patient dosing to cameduring 2015.

We are developing SPN-812 as a non-stimulant trefattior ADHD. SPN-812 completed a Phase lla prdafomcept trial in 2011,
demonstrating efficacy versus placebo and we hawgteted the development of several extended rel@asiulations that will be tested in a
future Phase IIb trial. We held a pre-IND (inveatignal new drug application) meeting with the FiaAthe extended release program in June
2013. We expect to conduct a multi-dose steadeg gtadrmacokinetic study in the first half of 20@4stlect the final product formulation for a
Phase llb trial.

We expect to incur significant research and devalapt expenses related to the continued developofieach of our product candidates.
Critical Accounting Policies and the Use of Estimats

The significant accounting policies and basis elspntation for our consolidated financial stateman¢ described in Note 2 "Summary of
Significant Accounting Policies". The preparatidroar financial statements in accordance with g&herally accepted accounting principles,
or GAAP, requires us to make estimates and assangpthat affect the reported amounts of assetslities, revenue, expenses and the
disclosure of contingent assets and liabilitiesun financial statements. Actual results couldatifrom those estimates.

We believe the following accounting policies antreates to be critical:
Inventories

We carry inventories at the lower of cost or matksgng the first-in, first-out method. Inventorylwas include materials, labor, and other direc
and indirect overhead. Inventory is evaluated figpairment through consideration of factors suchedsealizable value, obsolescence and
expiry. Our inventories have values that do noeexiceither replacement cost or net realizable v&lgbelieve Oxtellar XR and Trokendi XR
have limited risk of obsolescence or expiry basedwrent demand and the market research we ugwdjext future demand and product
dating.

We capitalize inventories produced in preparatmmmcbmmercial launches when it becomes probablegiaged product candidates will rece
regulatory approval and the related costs willdmwerable through the commercial sale of the prodRrior to capitalization, the costs of
manufacturing drug product are recognized as rekeard development expense in the period the sasturred. Such costs incurred after
capitalization are included in inventory and evaiifucost of product sales. Accordingly, we begawcapitalize inventories for Trokendi XR
following the June 25, 2012 tentative approval fribva FDA and for Oxtellar XR following the Octob¥9, 2012 final approval from the FDA.

Revenue Recognition and Deferred Revenue

At the present time, the Company records Trokeriliskipments to wholesalers as deferred revenugsales price net of known sales
deductions (e.g. prompt pay discounts and otheifagitharges).
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However, because Trokendi XR was launched in therskhalf of 2013, we lack the experiential dataciwvtwould allow us to estimate all
remaining sales rebates, allowances and returreordingly, we must wait until these data becomelabke to the Company. Because this
occurs approximately eight weeks after the clogh@iquarter, the Company currently delays recagnitf revenue on Trokendi XR until the
subsequent fiscal quarter. We expect to continuegort revenue based on Trokendi XR prescriptiiles at the pharmacy level on a quarter
lag basis until sufficient experience with rebatdgwances and net sales deductions is assentkdbiv reporting of revenue based on
shipments to wholesalers (i.e. contemporaneous)&8e expect that this will occur no earlier tithe second quarter of 2014. We expect to
recognize higher levels of revenue during the guavhen sales are first reported based on shiprb@mtbolesalers.

The Company recognized revenue for Oxtellar XRhinfourth quarter of 2013 based on shipment taibligbrs as we have sufficient histori
experience to estimate sales deductions, allowaaroéseturns. All balances previously includedéfedred revenue and deferred product cost
associated with the sales of Oxtellar XR to whdkrsahave been recognized in net product saleBeStatement of Operations for the year
ended December 31, 2013. This includes all amaetaged to prescriptions filled at the pharmacyeleduring the third and fourth quarters of
2013 for Oxtellar XR, as well as product in the \esale distribution pipeline as of December 31,3201

For a complete description of the Trokendi XR ande@ar XR gross revenue and gross to net adjussreme Part Il, Item 8, Financial
Statements and Supplemental Data, Note 2, ReveecegRition.

Cost of Product Sales

The cost of product sales consist primarily of miats, third-party manufacturing costs, freight afistribution costs, allocation of labor,
quality control and assurance, and other overheats @ssociated with the sales of Oxtellar XR basegroduct shipped to distributors throt
December 31, 2013 and sales of Trokendi XR baseuestriptions filled at the pharmacy level durihg third quarter of 2013.

Research and Development Expenses

Research and development expenditures are expassedurred. Research and development costs plynearisist of employee-related
expenses, including salaries and benefits; expensesed under agreements with contract reseaigdinizations, investigative sites, and
consultants that conduct the Company's clinicaldrithe cost of acquiring and manufacturing chhicial materials; the cost of manufacturing
materials used in process validation, to the exteattthose materials are manufactured prior teivéiny regulatory approval for those products
and are not expected to be sold commercially,ifeslcosts that do not have an alternative futises related depreciation and other allocated
expenses; license fees for and milestone paymelat®d to in-licensed products and technologiemesiased compensation expense; and
associated with non-clinical activities and regoitptapprovals.

Share-Based Compensation

Employee sharbased compensation is measured based on the estifaatvalue on the grant date. The grant datevidue of options grante
is calculated using the Black-Scholes option-pgaimodel, which requires the use of subjective aggioms including volatility, expected term,
risk-free rate, and the fair value of the undegyaommon stock. The Company has awarded non-vetiel that vests based on service
conditions. The Company recognizes expense usagtthight-line method less estimated forfeitures.
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The Company records the expense for stock optiantgito non-employees based on the estimateddhie wf the stock option using the
Black-Scholes option-pricing model. The fair vabfenon-employee awards is re-measured at eachtieg@eriod. As a result, stock
compensation expense for non-employee awards witing is affected by subsequent changes in thedhie of the Company's common
stock.

Results of Operations

Comparison of the Year Ended December 31, 2013 and December 31, 2012

Year Ended
December 31 Increase/
2013 2012 (decrease’
(in thousands)
Revenues
Net product sale $ 1155 $ — 11,55:
Licensing revenu 467 1,48( (1,019
Total revenue 12,01¢ 1,48(
Costs and expens
Cost of product sale 1,104 — 1,104
Research and developm 17,24* 23,51° (6,272)
Selling, general and administrati 55,59( 20,13: 35,45¢
Total costs and expens 73,93¢ 43,64¢
Operating los! (61,920 (42,169
Interest income and other income (expense) 40C 17C 23C
Interest expens (7,849 (3,579 (4,279
Changes in fair value of derivative liabiliti (13,359 (7200 (12,649
Loss on extinguishment of de (9,550 — (9,550
Total other expense (30,357) (4,115)
Net loss $ (92,277 $ (46,289

Revenues.  Our net product sales of $11.6 million for tlear ended December 31, 2013 are based on $11i@naf revenue from
shipments of Oxtellar XR to distributors in 2018sd estimates for discounts, rebates, other satkgtions and returns, and $0.6 million of
revenue on Trokendi XR prescriptions filled at ffiarmacy level during the third quarter of 2013,ofesales deductions.

According to information as reported by IMS—NatibRaescription Audit, or IMS—NPA, a total of 21,1@8escriptions for Oxtellar XR were
written in the period from February 4, 2013 to Deber 31, 2013 following the commercial launch oft€lar XR. We expect the number of
prescriptions filled for Oxtellar XR to continue itcrease throughout 2014.

We have not yet recognized revenues related tdrihieendi XR prescriptions which were filled duritige fourth quarter of 2013, which total
11,244 as reported by IMS-NPA. We expect to comtittureport revenue based on Trokendi XR presonptfilled at the pharmacy level on a
quarter lag basis until sufficient experience ra¢s deductions, including rebates, allowancesabdales deductions is assembled to allow
reporting of revenue based on shipments to whaeséle. contemporaneous basis). We expect tisaivith occur no earlier than the second
quarter of 2014. We expect to recognize higherltegbrevenue during the quarter when sales aserfaported based on shipments to
wholesalers. We expect the number of prescriptiitles for Trokendi XR to continue to increase thghout 2014.
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Licensing revenue decreased by $1.0 million duedteipt of milestone payment in 2012 related toaeroval of Oxtellar XR.

Research and Development Expense.  Research and development expenses during 26d8%¢7.2 million as compared to $23.5 million in
2012, a decrease of $6.3 million or 26.7%. In 2@l8,research and development expense was prinfacilised on preparation for future
clinical trials for the product candidates, SPN-8&b@ SPN-812. During the year ended December 32,28search and development expense
included outside services spending on contractarebeorganizations, or CROs, related to ongoingadi trials. Mainly due to the completion
of the Company's Phase IIb study for SBN3 in 1012, and because no new trials were comaakimc2013, research and development exp

in 2012 exceeded 2013 research and developmensage

Sdlling, General and Administrative Expenses.  Our selling, general and administrative expsmeere $55.6 million in 2013 as compared to
$20.1 million in 2012, an increase of $35.5 mill@n176.1%. This increase was mainly due to hiend training our sales force which
consisted of approximately 110 sales representatiseof December 31, 2013, and an $8.8 millioremse in advertising expenses focused on
creating promotional and marketing related progranssipport of the launch and commercializationvits for Oxtellar XR and Trokendi X

in 2013. We anticipate that these expenses willicoa to increase in 2014 as we increase our fales to more than 150 sales represental

Interest Expense.  Interest expense was $7.8 million in 2013 aspared to $3.5 million in 2012. The increase oB#illion was primarily
due to the interest relating to the $90.0 millidrConvertible Debt which was issued in May 2013.

Changesin fair value of derivative liability. ~ We recognized a non-cash charge of $13.4 millissociated with the interest make-whole
derivative liability related to our Convertible Deduring 2013, primarily due to the passage of tam@ur stock price remains above the $5.30
conversion price.

Loss on extinguishment of debt.  In 2013, we recognized a non-cash charge df ®dlion related to the conversion of $40.5 mitliof our
Convertible Debt. In addition, we recognized $1iftiom of loss related to the prepayment and setdat fees of our secured credit facility in
May 2013.

NetLoss. We incurred a net loss of $92.2 million in 2Gk3compared to net loss of $46.2 million in 2GE2increase of $46.0 million or
99.3%. This increase was primarily due to the bifour sales force as well as an increase in etiaigk costs associated with the launch and
commercialization activities for Oxtellar XR andokendi XR. In addition, increased interest exparsthe change in fair value of our
derivative liabilities and loss on extinguishmehtiebt contributed to a year to year increase trows.
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Comparison of the Year Ended December 31, 2012 and December 31, 2011

Year Ended
December 31, Increase/
2012 2011 (decrease)
(in thousands)
Revenues
Development and milestone reveni $ 1,48C $ 80: 677
Total revenue 1,48( 803
Operating Expense
Research and developme 23,51% 30,62} (7,110
Selling, general and administrati 20,13: 7,92¢ 12,20«
Total operating expens 43,64¢ 38,55¢
Operating loss from continuing operatic (42,169  (37,75)
Interest income and other income
(expense), ne (540) 14¢ (68¢)
Interest expens (3,57%) (1,866 (1,709
Total other expense (4,11%) (1,719
Loss from continuing operations before
income taxe: (46,284 (39,470
Income tax benefi — 16,24" (16,245
Loss from continuing operatiol (46,284  (23,22%)

Discontinued operation
Income from discontinued operations, net

tax — 2,18¢ (2,189
Gain on disposal of discontinued operatio

net of tax — 74,85: (74,857)
Income from discontinued operatic — 77,04(
Net (loss) incom $ (46,289 $ 53,81f

Revenues.  Our revenues were approximately $1.5 milliontfee year ended December 31, 2012 compared ton§i0i8n for the same peric
in 2011, representing an increase of $0.7 millidms increase is primarily attributable to one-timéestone payments of $1.1 million as well
as the recognition of previously deferredfupnt license payments of $0.4 million received endur license agreements with Stendhal in 2

Research and Development Expense.  Our research and development expenses werd 8ion for the year ended December 31, 2012,
compared to $30.6 million for the same period i 20 decrease of $7.1 million or 23%. This de@eeas primarily attributable to a decrease
in clinical trial costs for Oxtellar XR of approxately $6.5 million and approximately $2.2 millicor fTrokendi XR, offset by increases in
manufacturing and validation costs and general esg®

Selling, General and Administrative Expense.  Our selling, general and administrative expsmweere $20.1 million for the year ended
December 31, 2012 compared to $7.9 million forgame period in 2011, representing an increasepbamately $12.2 million or
approximately 154%. This increase is mainly duartdncrease in sales and marketing costs, assoeidtte preparing for commercial launches
of Oxtellar XR, which occurred in February 2013dadmokendi XR, which occurred in August 2013, raxpely.

Interest Income and Other Income (Expense), Net.  Interest income and other income (expenselvastan expense of approximately
$0.5 million for the year ended December 31, 20d@pared to income
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of approximately $0.1 million for the same period2011, representing a change of $0.7 million. dtenge is primarily the result of the
change in fair value in 2012 of the derivative aatrliability associated with our venture debt.

Interest Expense.  Interest expense was approximately $3.6 mili@rthe year ended December 31, 2012, compar8d.million for the
same period in 2011. This increase is primarily tiuhe drawdown of the second $15.0 million tramahder our secured credit facility in
December 2011, resulting in this additional amafrihdebtedness being outstanding and accruingestéhroughout 2012.

Loss from continuing operations.  Loss from continuing operations was $46.3 wnillfor the year ended December 31, 2012, comparad t
loss of $39.5 million for the same period in 20This increase is primarily due to increased inteegpense and sales and marketing costs,
offset by decreased clinical trial costs.

Income from discontinued operations.  Income from discontinued operations (i.e., TR®yalty Sub) was $77.0 million for the year ended
December 31, 2011. There were no activities relaiatiscontinued operations in 2012.

Liquidity and Capital Resources

Our working capital at December 31, 2013 was $#dllBon, an increase of $2.3 million compared ta awrking capital of $68.5 million at
December 31, 2012. This increase was attributabileet closing of our $90.0 million offering of Caertible Senior Secured Notes on May 3,
2013, as well as cash received for product shipsnein©xtellar XR and Trokendi XR to wholesalers apécialty distributors ($17.3 million),
offset by cash used to fund our continued loss foperations of $61.9 million.

We expect to continue to incur significant saled ararketing expenses related to the commerciala@tipp Oxtellar XR and Trokendi XR. In
addition, we expect to incur substantial expenskgead to our research and development effortsgrily related to development of SPN-810
and SPN-812 as we continue to advance these dlgricgrams.

In addition to revenues, we have historically fioath our business through the sale of our debt quitlyesecurities. On May 3, 2013, we issuec
$90.0 million aggregate principal amount of 7.50@m@ertible Senior Secured Notes due 2019, or the$\to qualified institutional buyers,
the initial purchasers of the Notes or the IniBakchasers. We issued the Notes under an Indedabter May 3, 2013, or the Indenture, tha
entered into with U.S. Bank National Associatios,Taustee and Collateral Agent.

Aggregate offering expenses in connection withtthesaction were approximately $3.5 million, resgiin net proceeds of approximately
$86.5 million. We used approximately $19.6 milliofthese net proceeds to repay in full our borr@sionder and terminate our then existing
secured credit facility. The remainder of the meicpeds was used to fund the commercializatioruobpproved products, Oxtellar XR and
Trokendi XR, as well as to continue developmertwfproduct candidates and for other general catpgrurposes, which may include
research and development expenses, capital expegglitvorking capital and general administrativeesses. We believe that the net proceed
of this offering, along with our current workingpital, will be sufficient to finance the Companydhgh the end of 2014, by which time we
project to be cash flow break even.

The Notes provide for 7.50% interest per annumherprincipal amount of the Notes, payable semi-alyin arrears on May 1 and
November 1 of each year, beginning on Novembef132Interest will accrue on the Notes from anduding May 3, 2013, and the Notes \
mature on May 1, 2019, unless earlier convertatbamed or repurchased by the Company. The Noteseaveed by a
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first-priority lien, other than customary permittéehs, on substantially all of our and our domestibsidiaries' assets, whether now owned or
hereafter acquired. For a full description of thetéé and the Indenture, see Note 8 to the FinaBtééments included in Part I, Item 8 of this
Annual Report on Form 10-K.

As of December 31, 2013, holders of the Notes ltavwerted a total of approximately $40.5 milliontleé Notes. Through December 31, 2(
we issued a total of approximately 7.6 million g#saof common stock in conversion of the principabant of the Notes and issued an
additional 1.3 million shares of common stock aad@mpproximately $1.7 million cash in settlemefthe interest make-whole provision
related to the converted Notes.

During the period from January 1, 2014 to March2@1,4 holders of the Notes converted approxim&i@l$ million of the Notes and we
issued a total of approximately 1.8 million shasésommon stock in conversion of the principal amicaf the Notes and accrued interest
thereon, and issued an additional 0.3 million shafecommon stock in settlement of the interestenakole provision related to the converted
Notes.

Cash Flows

The following table sets forth the major sourced ases of cash for the periods set forth belowhdusands:

Year Ended
December 31 Increase
2013 2012 (decrease’
(unaudited)
Net cash (used in) provided
Operating activitie: $ (67,949 $ (47,199 (10,750
Investing activities $ (12,117 $ (48,959 36,84
Financing Activities $ 62,73¢ $§ 87,91¢ (25,17)

Net decrease in cash and cash equiva $ (7,329 $ (8,247

Operating Activities

Net cash used in operating activities is comprigetsio components; cash related operating losscastl used/provided by changes in worl
capital. Results for the years ended December@ll3 2nd December 31, 2012 are summarized belahoirsands:

Twelve Months

Ended
December 31 Increase
2013 2012 (decrease’
Cash Related Los $ 63,62¢ $ 43,98 (19,63
Cash Used In/Provided by Changes in
Working Capital (5,675 3,212 8,88
Net Cash Used in Operating Activiti $ 57,94¢ $ 47,19¢ (10,750

The year over year increase in cash related Igaeominantly driven by increased sales and miadketxpenditures associated with the
commercial launches of Oxtellar XR and Trokendi dR013.
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The increase (decrease) in changes in certain tipgassets and liabilities are, in thousands:

Twelve Months

Ended
December 31,
2013 2012 Explanation of Change
Increase in accounts $ (5,049 $ (11) Shipment of Trokendi XR and Oxtellar XR to
receivable wholesalers

Increase in inventory (6,000 (1,152 Build up of inventory to cover increased sales of
Trokendi XR and Oxtellar XF

Increase in accounts 8,49: (1,099 Increases in sales force and marketing/promotional
payable and activities.
accrued expenst

Increase in deferred 8,68¢ 12C Product sales for Trokendi XR (net of sales d&das)
revenue and licensing agreemen

Other (460) (1,079

$ 56/ $ (3,217

I nvesting Activities

Our investing activities are principally driven bgish provided by our financing activities. We invescess cash in accordance with our
investment policy. Marketable securities consisheéstments which generally mature in fifteen nherr less including U.S. Treasury and
various government agency debt securities, asagatlivestment grade securities in industrial andrfcial institutions. Fluctuations in invest
activities between periods relate exclusively ®tiiming of marketable security purchases anddleed maturities of these securities.

Net cash used in investing activities for the ymadled December 31, 2013 consisted of $12.1 mitktated to the increase in marketa
securities holdings by $9.8 million, property amgiggment purchases of $1.6 million and patent deferosts of $0.7 million. Cash used in
investing activities in 2012 of $49.0 million redatto the increase in marketable securities ofZd8llion and property and equipment
purchases of $0.8 million.

Financing Activities

Net cash provided by financing activities for treay ended December 31, 2013 were $62.7 milliongmilynthe result of $86.5 million of n
proceeds from the issuance of the Notes, offsé24y3 million for the repayment of outstanding sedunotes payable. In 2012, we received
net proceeds of $94.2 million from the sale of common stock, including the initial public offerigMay 2012 and the follow on equity
offering in December 2012 which was offset by $®i8ion used for repayment of the secured notes.

86




Table of Contents
Contractual Obligations and Commitments

The following table summarizes our contractual gdgions and commitments as of December 31, 20k&fdas noted below), in thousands:

Less than 1-3 3-5 Greater than
Contractual Obligations 1 Year Years Years 5 Years Total
($ in thousands)
Convertible Senior Secured Noi $ — $ — $ — $ 4950¢f $ 49,50¢
Interest on Convertible Nott 3,71 7,42¢ 7,42¢ 1,23¢ 19,80«
Operating leases(: 1,12( 2,30¢ 1,59( — 5,01¢
Purchase obligations(: 3,02¢ — — — 3,02¢
Total(3) $ 7,861 $ 9,73t $ 9,01¢ $ 50,74t $§ 77,35¢

Q) Our commitments for operating leases relauiolease of office equipment and office and labany space as of
December 31, 2013.

(2) Relates primarily to agreements and purchase owd#rcontractors for the conduct of clinical teand other research
and development and sales and marketing activities.

(3)  This table does not include (a) any milestone patmehich may become payable to third parties ufidense
agreements as the timing and likelihood of suchhgats are not known, (b) any royalty payments it tharties as the
amounts, timing and likelihood of such paymentsraseknown and (c) contracts that are enteredimtbe ordinary
course of business which are not material in tlgrexgate in any period presented abr

We have obtained exclusive licenses from thirdiparfor proprietary rights to support the produmdidates in our psychiatry portfolio. Under
license agreements with Afecta Pharmaceuticals, émAfecta, we have an exclusive option to evi@usfecta’'s CNS pipeline and to obtain
exclusive worldwide rights to selected product ¢dates, including an exclusive license to SPN-8¥8.do not owe any future milestone
payments for SPN-810. We will be obligated to payaities to Afecta based on net sales worldwideuwsfproduct candidates in the low-single
digits. We have also entered into a purchase dadcgacement with Rune, where we obtained the sikawvorldwide rights to a product
concept from Rune Healthcare Limited, or Rune. &tee no future milestone payments owing to Rumieuthis agreement. If we receive
approval to market and sell any products baseth®@m®tine product concept for SBR9, we will be obligated to pay royalties to Rimased o
net sales worldwide in the low single digits.

Off-Balance Sheet Arrangements

We do not currently have, nor have we ever hadralaionships with unconsolidated entities or ficial partnerships, such as entities often
referred to as structured finance or special pwemugities, which would have been establishediferpurpose of facilitating off-balance sheet
arrangements or for other contractually narrowiraitéd purposes. In addition, we do not engageadihg activities involving non-exchange
traded contracts.

Recent Accounting Pronouncements

In April 2013, the Financial Accounting StandardsaBl (FASB) issued Accounting Standards Update (AB)13-02, Reporting of Amounts
Reclassified Out of Accumulated Other Comprehenkigeme, which amended interim and annual reporgggirements about accumulated
other comprehensive income (AOCI). In interim pdsipcompanies are required to report informatiavuabeclassifications out of AOCI and
changes in AOCI balances. The provision of ASU 202became
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effective for the first quarter of 2013. The adoptdf ASU 2013-02 did not have a material effecttmsCompany's consolidated results of
operations, financial position or liquidity.

In July 2013, the FASB issued ASU No. 2013-11, Wwhamended ASC Topic 740 regarding presentatiom afraecognized tax benefit when a
net operating loss, or NOL, carryforward, a simitax loss, or a tax credit carryforward exists. Bheendments in ASU No. 2013-11 require al
entity to present an unrecognized tax benefit @slaction of a deferred tax asset for an NOL camyérd, or similar tax loss or tax credit
carryforward, rather than as a liability when (i¢ uncertain tax position would reduce the NOL tbeocarryforward under the tax law of the
applicable jurisdiction and (2) the entity interidsuse the deferred tax asset for that purpose ABi¢ does not require new recurring
disclosures. This amendment is effective prospeltifor fiscal years beginning after December B2 The Company does not believe this
amendment will have a material impact on its finahstatements.

Jumpstart Our Business Startups Act of 2012

The JOBS Act permits an "emerging growth compaighsas ours to take advantage of an extendedticanpieriod to comply with new or
revised accounting standards applicable to publiopganies. We have chosen to "opt out” of this [gioni and, as a result, we will comply with
new or revised accounting standards as requiret Wiey are adopted. This decision to opt out ofetktended transition period under the
JOBS Act is irrevocable.

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

The primary objective of our investment activitisgo preserve our capital to fund operations. 8e aeek to maximize income from our
investments without assuming significant risk. @yposure to market risk is confined to our cashha@xuivalents, marketable securities and
long-term investments. As of December 31, 2013hact unrestricted cash, cash equivalents, markesablgrities and lonterm investments
$90.9 million. We do not engage in any hedgingvéi@s against changes in interest rates. Becauteshortterm maturities of our cash, c:
equivalents and marketable securities and becaed®ld these securities to maturity, we do notevelithat an increase in market rates would
have any significant impact on the realized valiew investments. We do not have any currencytleeroderivative financial instruments ot
than the outstanding warrants to purchase comnumk sind the interest make-whole payment assocvatbdour Notes.

We contract with contract research organizatiorsiavestigational sites globally. We may be subjedtuctuations in foreign currency rate:
connection with these agreements, primarily wigpeet to Euro denominated contracts. We do notéedgforeign currency exchange rate
risk. A hypothetical 10% appreciation in Euro exuta rates against the U.S. dollar from prevailiragkat rates would have increased our net
loss by approximately $52,000 for the year endeceler 31, 2013. Conversely, a hypothetical 10%ebdgtion in Euro exchange rates
against the U.S. dollar from prevailing market sat®uld have decreased our net loss by approxign@8,000 for the year ended

December 31, 2013. We do not believe that inflatind changing prices over the years ended Decedih@013, 2012 and 2011 had a
significant impact on our consolidated results pémtions.
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders
Supernus Pharmaceuticals, Inc.

We have audited the accompanying consolidated balsimeets of Supernus Pharmaceuticals, Inc. asadrbber 31, 2013 and 2012, and the
related consolidated statements of operations, oemepsive income (loss), stockholders' equity, @ash flows for each of the three years in
the period ended December 31, 2013. These finastzil@ments are the responsibility of the Compangisagement. Our responsibility is to
express an opinion on these financial statemerstschan our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standard:s
require that we plan and perform the audit to abtaasonable assurance about whether the finataieiments are free of material
misstatement. We were not engaged to perform a @fuithe Company's internal control over financigporting. Our audits included
consideration of internal control over financigbogting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company's internal contr@rdinancial reporting. Accordingly, we
express no such opinion. An audit also includesnéxiag, on a test basis, evidence supporting theusts and disclosures in the financial
statements, assessing the accounting principlesars significant estimates made by managementeaadating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referredlbove present fairly, in all material respedts,¢onsolidated financial position of Supernus
Pharmaceuticals, Inc. at December 31, 2013 and, 20itPthe consolidated results of its operatiomsthair cash flows for the three years in
period ended December 31, 2013, in conformity Wwit8. generally accepted accounting principles.

/sl Ernst & Young LLI

McLean, Virginia
March 21, 2014
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Supernus Pharmaceuticals, Inc.
Consolidated Balance Sheets

(in thousands, except share amounts)

December 31

2013 2012
Assets
Current asset:
Cash and cash equivalel $ 32,98 $ 40,30:
Marketable securitie 49,21 48,20¢
Accounts receivable, n 5,054 11
Interest receivabl 482 664
Inventories 7,152 1,152
Prepaid expenses and other current a: 2,052 98¢
Deferred financing costs, curre 22¢ 144
Total current assets 97,16: 91,46:
Property and equipment, r 2,55¢ 1,421
Intangible assets, n 1,15¢ 683
Long term investment 8,75¢€ —
Other nor-current asset 361 334
Deferred financing costs, lo-term 1,00¢ 89
Total assets $ 110,99 $ 93,98¢
Liabilities and stockholders' equity
Current liabilities:
Accounts payable and accrued expel $ 18,31« $ 10,66¢
Deferred product revenue, r 7,88 —
Deferred licensing revent 204 50¢
Secured notes payable, net of discc — 11,80¢
Total current liabilities 26,40( 22,98
Deferred licensing revenue, net of current por 1,415 30¢
Convertible notes, net of discot 34,39! —
Secured notes payable, net of current portion éswbdnt — 11,08¢
Other nor-current liabilities 2,67 1,78¢
Derivative liabilities 12,64« 251
Total liabilities 77,53: 36,41¢
Stockholders' equity
Common stock, $0.001 par value, 130,000,000 sfartorized at
December 31, 2013 and 2012; 39,983,437 and 30,62 5f@&ares
issued and outstanding at December 31, 2013 ari?l 28dpectively 40 31
Additional paic-in capital 211,95: 143,85:
Accumulated other comprehensive | — (57
Accumulated defici (178,52 (86,25%)
Total stockholders' equit 33,46¢ 57,57(
Total liabilities and stockholders' equity $ 110,99 $ 93,98¢

See accompanying notes.
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Supernus Pharmaceuticals, Inc.
Consolidated Statements of Operations

(in thousands, except share and per share data)

Year Ended December 31

2013 2012 2011
Revenue
Net product sale $ 11,55: $ — $ —
Licensing revenu 467 1,48( 80:<
Total revenu 12,01¢ 1,48( 80:
Costs and expens
Cost of product sale 1,104 — —
Research and developm 17,24* 23,515 30,62}
Selling, general and administrati 55,59( 20,13: 7,92¢
Total costs and expens 73,93¢ 43,64¢ 38,55¢
Operating los! (61,92() (42,169 (37,759
Other income (expens
Interest incomt 29¢ 12C 31
Interest expens (7,849 (3,575 (1,86¢€)
Changes in fair value of derivative liabiliti (13,359 (710 (85)
Loss on extinguishment of de (9,550 — —
Other income 101 50 20z
Total other expens (30,357) (4,115 (1,719
Loss from continuing operations before income ta
benefit (92,279) (46,289 (39,47()
Income tax benefi — — 16,24"
Loss from continuing operatiol (92,277) (46,289 (23,225
Discontinued operation
Income from discontinued operations, net of — — 2,18¢
Gain on disposal of discontinued operations, néax — — 74,85
Income from discontinued operatic — — 77,04(
Net (loss) incomi (92,277) (46,289 53,81¢
Cumulative dividends on Series A convertible
preferred stocl — (1,149 (3,430
Net (loss) income attributable to comnr
stockholders $ (92,279 $ (47,427 $ 50,38t
Net (loss) income per common shg
Basic and dilute
Continuing operation $ (290 $ 2.72) $ (16.60)
Discontinued operatior — — 47.9¢
Net (loss) incom $ (290 $ (2.72) $ 31.3¢
Weightec-average number of common shal
Basic and dilute: 31,848,29 17,440,91 1,605,32.

See accompanying notes.
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Supernus Pharmaceuticals, Inc.
Consolidated Statements of Comprehensive Income (ks)

(in thousands)

Year Ended December 31

2013 2012 2011

Net (loss) incom $ (92,279 $ (46,284 $ 53,81¢
Other comprehensive (loss) incon

Unrealized net (loss) gain on marketable secul 57 (59) 1

Other comprehensive (loss) incol 57 (58) 1

Comprehensive (loss) incor $ (92,216) $ (46,347 $ 53,81¢

See accompanying notes.
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Balance,
December 31
2010
Exercise of

stock
options
Share-based
compensati
Net income
Other
comprehent
income
(loss)

Balance,
December 31
2011
Share-based

compensati
Issuance of
employee
stock
purchase
plan share
Exercise of
stock
options
Warrant
exercise
Issuance of
common
stock, net o
underwriter:
discount an
offering
costs
Conversion of
preferred
stock to
common
stock
Net loss
Other
comprehen:
income
(loss)

Balance,
December, 31
2012
Exercise of

over
allotment
from
secondary
offering
Share-based
compensati
Issuance of
employee
stock
purchase
plan share
Exercise of
stock
options
Equity
conversion
feature on
issuance of
convertible
notes, less
issuance
costs ol

Supernus Pharmaceuticals, Inc.

Consolidated Statements of Changes in Stockholder=&quity

(in thousands, except share data)

Accumulated

Series A Convertible Additional Total
Preferred Stock Common Stock Comprehensive Accumulated — Stockholders'
Paid-in Equity
Shares Amount Shares  Amount Capital Income (Loss) Deficit (Deficit)
49,000,00 $ 49  1,592,76. $ 2 $ 4941 — $ (93,78¢) $ (44,320
— — 69,55¢ — 29 — — 29
— — — — (82) — — (82)
— — — — — — 53,81¢ 53,81¢
— — — — — 1 — 1
49,000,00 49 1,662,32 2 49,36 1 (39,977 9,44:
— — — — 442 — — 443
— — 36,727 — 22z — — 228
— — 159,26 — 26t — — 26E
— — 64,30¢ — 1,15¢ — — 1,15¢€
— — 16,449,25 17 92,36 — — 92,38
(49,000,00) (49 12,249,99 12 37 — — —
— — — — — — (46,28 (46,28
— — — — — (58) — (58)
— — 30,621,86 31 143,85: (57) (86,25 57,57(
— — 239,43: — 1,791 — — 1,791
— — — — 1,918 — — 1,918
— — 81,37( — 444 — — 444
— — 62,51¢ — 78 — — 78



$869

Equity issued
on
conversion
of
convertible
notes

Net loss

Other
comprehen:
income
(loss)

Balance,
December, 31
2013

©

8,978,25:

21,467

42,40¢

57

(92,279

21,467

42,41,
(92,279

57

39,983,43 §$ 40

$ 211,95

$

(178,52 $

33,46¢

See accompanying notes.
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Supernus Pharmaceuticals, Inc.

Consolidated Statements of Cash Flows

(in thousands)

Cash flows from operating activities
Net (loss) incomi

Income from discontinued operatic
Loss from continuing operatiol

Adjustments to reconcile (loss) income from cornitiguoperations to net cash used in

operating activities
Loss on extinguishment of de
Gain on sale of property and equipm
Change in fair value of derivative liabili
Unrealized gain (loss) on marketable secur
Depreciation and amortizatic
Income tax benef
Amortization of deferred financing costs and debtount
Shar+based compensation expel
Changes in operating assets and liabilit
Accounts receivabl
Interest receivabl
Inventory
Prepaid expenses and other as
Accounts payable and accrued expel
Deferred product revenue, r
Deferred licensing revent
Other nor-current liabilities
Net cash used in operating activities from contigubperation:
Net cash provided by operating activities from digiued operation
Net cash used in operating activitie
Cash flows from investing activities
Purchases of marketable securi
Sales and maturities of marketable secur
Purchases of property and equipment,
Capitalized patent defense cc
Net cash (used in) provided by investing activifiesn continuing operatior
Net cash provided by disposal/sale of discontimysetations
Net cash (used in) provided by investing activitie
Cash flows from financing activities
Proceeds from issuance of common st
Proceeds from issuance of secured notes pa
Proceeds from convertible debt issua
Repayment of secured notes pay:
Cash settlement of debt to equity conver:
Financing costs and underwriters discot
Net cash provided by financing activities from éoning operation:
Net cash used in financing activities from disconéid operation
Net cash provided by financing activities
Net change in cash and cash equival
Cash and cash equivalents at beginning of
Cash and cash equivalents at end of

Supplemental cash flow informatic

Cash paid for intere—Continuing operation
Noncash financial activity

Conversion of convertible not

Conversion of preferred stor

Issuance of warran

Exercise of warrant

See accompanying notes.
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Year Ended December 31

2013 2012 2011
$ (92,27) $ (46,289 $ 53,81t
— — (77,040
(92,27) (46,289 (23,22
9,55( — —
— — (25
13,35 71C 85
57 (57) 1

742 871 87¢

— — (16,249
3,03 33C 21¢
1,91 44z (82
(5,049 (11) 44
181 (664) 114
(6,000 (1,159 —
(1,070 (516) (247)
8,49; (1,099) (959
7,88: — —
802 12¢ 697

42¢ 10¢ 53¢
(57,949 ~ (47,199 ~ (38,200
— — 2,021
(57,949 _ (47,199 _ (36,18}
(85,567 (97,679 (17,890
75,80 49,46¢ 26,87
(1,646 (759 (685)
(705) — —
(12,11) ~ (48,959 8,29¢
— — 2560
(12,11) _ (48,95) _ 33,90:
2,431 100,73! 29
— — 30,000
90,00 — —
(24,349 (6,779 —
(1,729 = =
(362) (6,049 (979
62,73¢ 87,91¢ 29,05
— — (1,967
62,73 87,0l _ 27,08
(7.32) (8,242 24,80
40,30; 48,54 23,74
§ 32,98 $ 40,30 $ 4854
$ 4317 $ 293 $ 141
$ 42417 $ -5 —
$ — $ 4¢ % —
$ —  $ —  $ 612
$ — $ 115 $ —
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Supernus Pharmaceuticals, Inc.
Notes to Consolidated Financial Statements

Years ended December 31, 2013, 2012 and 2011
1. Organization and Nature of Operations

Supernus Pharmaceuticals, Inc. (the Company) wasporated in Delaware on March 30, 2005, and coneee operations on December 22,
2005. The Company is a specialty pharmaceuticapamy focused on developing and commercializing petslfor the treatment of central
nervous system diseases, including neurologicapagdhiatric disorders. The Company markets twteppy products, Oxtellar XR and
Trokendi XR, and has several proprietary produnticdates in clinical development that address ttemton deficit hyperactivity disorder
market.

The Company commenced the commercialization of @xt¥R and Trokendi XR in 2013. Oxtellar XR reced/final approval from the Food
and Drug Administration (FDA) on October 19, 2012l ahe Company launched this product on Februa?2@#3. The Company received final
approval from the FDA for Trokendi XR on August 2§13 and the Company launched this product on siL2fI, 2013.

2. Summary of Significant Accounting Policies
Basis of Presentation

The Company's consolidated financial statementadecthe accounts of Supernus PharmaceuticalsaimtSupernus Europe Ltd., These are
collectively referred to herein as "Supernus" de"Company." All significant intercompany transant and balances have been eliminated ir
consolidation. The Company's consolidated finarstiaiements have been prepared in accordance @ntirgly accepted accounting princif

in the United States (U.S. GAAP).

The Company, which is primarily located in the \@ditStates, operates in one business segment.

The assets and liabilities related to TCD Royalip ELC (TCD) have identifiable cash flows that éargely independent of the cash flows of
other groups of assets and liabilities, and the @ does not have significant continuing involvemeith the related products. Accordingly,
the results of operations, related to TCD are mprteskas discontinued operations until its dispositin December 14, 2011.

Use of Estimates

The preparation of the financial statements in etaoce with U.S. GAAP requires the Company to megtenates and judgments in certain
circumstances that affect the reported amountsgsta, liabilities, revenues and expenses, angtdetlisclosure of contingent assets and
liabilities. In preparing these consolidated fin@ahstatements, management has made its best éstiarad judgments of certain amounts
included in the financial statements, giving duesideration to materiality. On an ongoing basis,@mmpany evaluates its estimates, inclu
those related to revenue recognition, fair valuér@ncial assets and liabilities, common stockays and warrants, income taxes, preclinical
study and clinical trial accruals, and other cageincies. Management bases its estimates on haterperience or on various other
assumptions, including information received fromseérvice providers and independent valuation dtargs, which it believes to be reasonable
under the circumstances. Actual results could dfffem these estimates.
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Supernus Pharmaceuticals, Inc.
Notes to Consolidated Financial Statements (Contirad)
Years ended December 31, 2013, 2012 and 2011
2. Summary of Significant Accounting Policies (Cornihued)
Cash and Cash Equivalents

The Company considers all investments in highlyitifinancial instruments with an original maturaf/three months or less to be cash
equivalents.

Marketable Securities

Marketable securities may consist of investmentd.®. Treasuries, various U.S. governmental agdeby securities, corporate bonds and
other fixed income securities. Management classtfie Company's investments as available-for-Saleh securities are carried at estimated
fair value, with any unrealized holding gains ades reported, net of any tax effects reportedceismulated other comprehensive income,
which is a separate component of stockholderstgdrealized gains and losses, and declines irevjaliged to be other-than-temporary, if
any, are included in consolidated results of openat A decline in the market value of any avaitafur-sale security below cost that is deeme
to be other-than-temporary results in a reductiofair value, which is charged to earnings in f&tiod, and a new cost basis for the security |
established. Dividend and interest income is reizaghas interest income when earned. The costoofisies sold is calculated using the
specific identification method. The Company plaakénvestments with highly rated government owvpté sector or industrial financial
institutions whose debt is rated as investmenteyrad

The Company established the Supernus Supplemexdaliive Retirement Plan (SERP) for the sole purpddgeceiving funds for two
executives from a previous SERP and providing diwoimg deferral program under the Supernus SERPofAddecember 31, 2013 and
December 31, 2012, the estimated fair value ofithtual fund investment securities within the SERE wpproximately $305,000 and
$279,000 respectively. The fair value of thesetadsencluded within other non-current assetstendonsolidated balance sheets. A
corresponding noncurrent liability is also includadhe consolidated balance sheets to reflecCthrapany's obligation for the SERP. The
Company has not made, and has no plans to makeibegions to the SERP. The securities are reswliah nature and can only be used for
purposes of paying benefits under the SERP.

Accounts Receivable, net

Accounts receivable are reported in the consolilatdance sheets at outstanding amounts, lessoavaate for doubtful accounts if necessary
and net of prompt pay discounts. The Company estenetlit without requiring collateral. The Compamytes off uncollectible receivables
when the likelihood of collection is remote. Thengimany evaluates the collectability of accountsiked#e on a regular basis. An allowance
uncollectible receivables is based upon varioutofadncluding the financial condition and paymbistory of customers, an overall review of
collections experience on other accounts, and enanfactors or events expected to affect futuréectibns experience. No accounts have |
written off in 2013 and 2012. No allowance for ulhectible receivables is recorded at December 8132r December 31, 2012. The
Company has an allowance of $0.1 million for expdqirompt-pay discounts as of December 31, 2013aradlowance at December 31,
2012. The following table includes those custontieas represent more than 10% total revenue:

Customer A 34%
Customer E 34%
Customer C 26%
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Supernus Pharmaceuticals, Inc.
Notes to Consolidated Financial Statements (Contirad)
Years ended December 31, 2013, 2012 and 2011
2. Summary of Significant Accounting Policies (Cornihued)

Three customers each having a balance of morelffgnof the accounts receivable balance on the tidased balance sheet as of
December 31, 2013 represent an aggregate of 96.4¥%counts receivable.

Concentration of Credit Risk

Financial instruments that potentially subject@mmpany to concentrations of credit risk consigtqpally of cash, cash equivalents, account
receivable and marketable securities. The countiégepaare various corporations and financial insitins of high credit standing.

Substantially all of the Company's cash and caslivatents are maintained with well known, U.S. @od U.S. financial institutions,
government agencies, and corporations. Depositsviigh banks may exceed the amount of insuranceiged on such deposits. Generally,
these deposits may be redeemed upon demand arefptke management believes they bear minimal risk.

Inventory

Inventories, which are recorded at the lower ot cosnarket, include materials, labor, and otheectiand indirect costs and are valued using
the first-in, first-out method. The Company cap#tes$ inventories produced in preparation for conma¢taunches when it becomes probable
that the related product candidates will receipilatory approval and that the related costs walrdcoverable through the commercial sale of
the product. In the case of Oxtellar XR, manufdotyicosts have been capitalized since October 20t&n the Company received tentative
approval from the FDA for the commercialization@ftellar XR. In the case of Trokendi XR, manufaitgrcosts have been capitalized since
June 2012, when the Company received tentativeoappfrom the FDA for the commercialization of Tegidi XR.

Inventory is evaluated for impairment through cdesation of factors such as the net realizableeydawer of cost or market, obsolescence,
and expiry. Inventories do not have carrying valiliet exceed either cost or net realizable valhe. @dmpany had no inventory reserve at
December 31, 2013 and December 31, 2012.

Property and Equipment

Property and equipment are stated at cost. Upoemetnt or sale, the cost of assets disposed ofrencklated accumulated depreciation are
removed from the accounts and any resulting galosw is credited or charged to operations. Repaidsmaintenance costs are expensed as
incurred. Depreciation and amortization are comghutsing the straight-line method over the followagrage useful lives:

Computer equipmer 3 years

Software 3 years

Lab equipment and furnitul 5-10 years

Leasehold improvemen Shorter of lease term or useful |
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Supernus Pharmaceuticals, Inc.
Notes to Consolidated Financial Statements (Contirad)
Years ended December 31, 2013, 2012 and 2011
2. Summary of Significant Accounting Policies (Cornihued)
I ntangible Assets

Intangible assets consist primarily of purchasaeémta. Patents are carried at cost less accumuwdatedization, which is calculated on a
straight-line basis over the estimated useful lvkethe patents, generally estimated to be tensy8dre carrying value of the patents is assesse
for impairment annually during the fourth quartéeach year, or more frequently if impairment irdars exist. There were no indicators of
impairment identified at December 31, 2013 or 2012.

I mpairment of Long-Lived Assets

Long-lived assets consist primarily of purchasepis and property and equipment. The Company sesséise recoverability of its long-lived
assets whenever events or changes in circumstantieate that the carrying amount of an asset nwdya recoverable. If indications of
impairment exist, projected future undiscountechdimvs associated with the asset are comparetktodrrying amount to determine whether
the asset's value is recoverable. Evaluating fpairment requires judgment, including the estimmatibfuture cash flows, future growth rates
and profitability and the expected life over whidsh flows will occur. Changes in the Company'sriass strategy or adverse changes in
market conditions could impact impairment analysmed require the recognition of an impairment chageal to the excess of the carrying
value of the londived assets over its estimated fair value. Forydmrs ended December 31, 2013 and 2012, the Cgndedermined that the
was no impairment of the Company's long-lived asset

Deferred Financing Costs

Deferred financing costs consist of financing castsirred by the Company in connection with thesitlg of the Company's 7.50% Converti
Senior Secured Notes and Secured Notes Payabldl¢sed). The Company amortizes deferred financiogis over the term of the related
debt using the effective interest method. Uponngxtishment of debt the related deferred financwgjare written off.

Preclinical Study and Clinical Trial Accrualsand Deferred Advance Payments

The Company estimates preclinical study and clinit@ expenses based on the services performesuipat to contracts with research
institutions, investigators, and clinical reseancfanizations that conduct these activities onbaimalf. In recording service fees, the Company
estimates the time period over which the relatedices will be performed and compares the levadftdrt expended through the end of each
period to the cumulative expenses recorded and @atgnmade for such services and, as appropriatejescadditional service fees or defers
any non-refundable advance payments until thea@ls¢rvices are performed. If the actual timinthefperformance of services or the level of
effort varies from the estimate, the Company wdjust its accrual or deferred advance payment daugly. If the Company later determines
that it no longer expects the services associattdanonrefundable advance payment to be renddreddvance payment will be charged to
expense in the period that such determination dema
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Supernus Pharmaceuticals, Inc.
Notes to Consolidated Financial Statements (Contirad)
Years ended December 31, 2013, 2012 and 2011
2. Summary of Significant Accounting Policies (Cornihued)
Income Taxes

The Company utilizes the liability method of acctiog for income taxes. Under this method, defeteedassets and liabilities are determined
based on differences between financial reportirdjtar reporting bases of assets and liabilitiesaardneasured using enacted tax rates and
laws that are expected to be in effect when therdihces are expected to reverse. Valuation alloesare established to reduce deferred tax
assets to the amounts expected to be realized.

The Company accounts for uncertain tax positioritsinonsolidated financial statements when it @earikely-than-not that the position will
be sustained upon examination by the tax authsriBech tax positions must initially and subsedydre measured as the largest amount c
benefit that has a greater than 50% likelihoodedhdy realized upon ultimate settlement with theaathority assuming full knowledge of the
position and relevant facts. The Company's pokdpirecognize any interest and penalties relatécbme taxes in income tax expense.

Revenue Recognition on Product Sales

Revenue from product sales are recognized whengg®e evidence of an arrangement exists, deliwasyoccurred and title of the product
and associated risk of loss has passed to thersastthe price is fixed or determinable, collectitom the customer has been reasonably
assured and all performance obligations have bestrand returns and allowances can be reasonaltyagéstl. Product sales are recorded n
estimated rebates, chargebacks, discounts, cogsigtance and other deductions (collectively, sdiductions”) as well as estimated produc
returns.

Oxtellar XR Gross Revenue

The Company launched Oxtellar XR on February 4 32@uring the fourth quarter of 2013, we begaretmgnize revenue for Oxtellar XR
contemporaneously upon shipment of finished protluetholesalers less allowances for estimatedales sleductions (defined below).

Trokendi XR Gross Revenue

Our products are distributed through wholesaletsgrarmaceutical distributors. Each of these wiabégs and distributors will take title and
ownership of the product upon physical receiphefproduct and then distribute our products tgptheermacies. Though these distributors will
be invoiced concurrent with product shipment, wh & unable to recognize revenue upon shipmeiriltsuth time as we can reasonably
estimate and record provisions for sales deductmdsproduct returns utilizing historical inforn@tiand market research projections.

The Company launched Trokendi XR on August 26, 20hBough December 31, 2013 the Company recordipdhgimts to wholesalers as
deferred revenue i.e., sales price net of knowessa@éductions (e.g. prompt pay discounts and athelar charges defined below). We lack
experiential data which would allow us to estimateemaining sales rebates, allowances and retdawordingly, we must wait until these
data become available to the Company.

Rather than recognize revenue upon shipments téesdlers, the Company currently recognizes Trok&mdrevenue upon filling
prescriptions at pharmacies because prescriptibbed &t the pharmacy level have no remaining righteturn. However, because we are still
compiling historical
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data related to our experience with other salesictamhs, we cannot reasonably estimate all othHessabates and allowances, but rather mus
wait until this data becomes available to the Camyp8ecause this occurs approximately eight weéks te close of the quarter, the
Company currently delays recognition of revenud time subsequent fiscal quarter.

The Company believes the compilation of sufficierdduct specific historical data to reasonablyneate returns, rebates, and allowances for
Trokendi XR may be available by the second quat@014, at which time the Company may record reedmased on shipments to
wholesalers rather than on prescriptions fillethatpharmacy level.

With respect to prescriptions which were filledlir third quarter, data on rebates and allowaneges generally received by the end of
November. As a result of the time lag between tieead the quarter and receipt of these data, thagamy could not determine net revenue
timeframe which would allow reporting third quartest revenue in the Form 10-Q filed for the quagteded September 30, 2013.
Consequently, revenue generated from prescripfihed at the pharmacy level in the third quartez Being reported in the Company's fourth
quarter financial results. We expect to continueefmort revenue based on prescriptions filled efpharmacy level until sufficient experience
with rebates and allowances is assembled to alipwrting of revenue based on shipments to wholesale

Net Sales Deductions
Allowances for estimated sales deductions are geal/for the following:

. Rebates. Allowances for rebates include mandated discountier the Medicaid Drug Rebate Program, the Meelicaverage
gap program, as well as negotiated discounts withmaercial health-care providers. Rebates are amawmed after the final
dispensing of products to a benefit plan particiamd are based upon contractual agreements diréggarements with the
public sector (e.g. Medicaid) and with private sedtenefit providers. The allowance for rebatdsaised on statutory and
contractual discount rates and expected claimeatesipaid based on a plan provider's utilizatiaur. €stimates for expected
claimed rebates are based in part on third partkehaesearch. Rebates are generally invoiced aitlquarterly in arrears so
that the accrual balance consists of an estimatteecimount expected to be incurred for the cumjeatter's activity, plus an
accrual balance for known prior quarters' unpaiates. If actual future rebates vary from estimatesmay need to adjust prior
period accruals, which would affect revenue inpedod of adjustment.

. Chargebacks. Chargebacks are discounts that occur when caettracistomers purchase directly from an intermgdiar
distributor or wholesaler. Contracted customerschvisurrently consist primarily of Public Healthr8iee institutions and
Federal government entities purchasing via the reé&pply Schedule, generally purchase the progiugtdiscounted price.
The distributor or wholesaler, in turn, chargeskbiide difference between the price initially paidtbe distributor or wholesaler
and the discounted price paid to the distributovbolesaler by the customer. The allowance foritiistor/wholesaler
chargebacks is based on known sales to contraagtdrers.

. Distributor/Wholesaler deductions and discountd.S. specialty distributors and wholesalers diered various forms of
consideration including allowances, service feas@ompt payment
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discounts as consideration for distributing ourdorets. Distributor allowances and service feesdrmm contractual agreeme
with distributors and are generally a percentagi@fpurchase price paid by the distributors andledalers. Wholesale
customers are offered a prompt pay discount fonyeat within a specified period.

. Co-pay assistance Patients who pay in cash or have commercial areee and meet certain eligibility requirements megive
co-pay assistance from the Company. The intertiisfrogram is to reduce the patient's out of pbcksts. Liabilities for co-
pay assistance will be based on actual prograncimation and estimates of program redemption udeitg provided by third-
party administrators.

. Returns. Sales of our products are not subject to a gérighd of return; however, the Company will accepbduct that is
damaged or defective when shipped directly fromveairehouse or for expired product up to 12 montitssequent to its expiry
date. Product that has been used to fill patieegqriptions is no longer subject to any right déine.

Revenue recognition of License Revenue
Multiple Element Arrangemen

For arrangements entered into with multiple elemesuch as collaboration agreements, the Compalyates whether the components of
each arrangement are separate elements basedain ceteria. Accordingly, revenues from such @&gnents are recognized based on the
performance requirements of the agreements. Thep@oyrrecognizes revenue when persuasive eviderare afrangement exists, delivery
occurred or services have been rendered, the feisand determinable, and collection is reasgnassured.

Non-refundable license fees are recognized as rewrhaa the Company has a contractual right to recaied payment, the contract price is
fixed or determinable, the collection of the resigitreceivable is reasonably assured, and the Coyripas no further significant performance
obligations in exchange for the license.

As of January 1, 2011, the Company adopted Accogr8tandard Update (ASU) No. 2009-R&venue Recognition (Topic 605)—Multiple-
Deliverable Revenue Arrangements: a consensuedfASB Emerging Issues Task Fo(ASU No. 2009-13) which was codified in ASC 605-
25. ASU No. 2009-13 establishes a selling-pricedn@y for determining the selling price of eachnetnt within a multiple-deliverable
arrangement. Specifically, the selling price assijto each deliverable is to be based on vendaifgpebjective evidence (VSOE) if
available; third-party evidence, if VSOE is unaghlk; and estimated selling prices if neither VS@Ehird-party evidence is available. In
addition, ASU No. 2009-13 eliminates the residuetmod of allocating arrangement consideration astead requires allocation using the
relative selling price method. The adoption of ARW. 2009-13 did not impact the Company's consadididinancial statements, as the
Company did not enter into or modify any multiplereaent arrangements during 2011. The Company eteslureew or materially modified
multiple element arrangements pursuant to the gaielin ASC 605-25.
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License and Collaboration Agreeme

We have entered into collaboration agreementsie hath Oxtellar XR and Trokendi XR commercializrdside of the U.S. These
agreements generally include an up-front licenseafed ongoing milestone payments upon the achieveofispecific events. We believe the
milestones meet all of the necessary criteria todvesidered substantive and therefore should lwgréred as revenue when achieved. For up
front license fees, we have estimated the senacieg of the contract and are recognizing this parynas revenue on a straight-line basis ovel
the respective service period.

Milestone Payment

Milestone payments on licensing agreements argyrézed as revenue when the collaborative partrieraxeledges completion of the
milestone and substantive effort was necessarghi@ae the milestone. Management may recognizent@/eontingent upon the achievement
of a milestone in its entirety in the period in ainithe milestone is achieved only if the milestoreets all the criteria to be considered
substantive. Substantive milestone payments aoginéned upon achievement of the milestone onlyl ibfathe following conditions are met:

. the milestone payments are non-refundable;

. achievement of the milestone involves a degreékfand was not reasonably assured at the incepfitire arrangement;

. substantive effort on the Company's part is invéliveachieving the milestone;

. the amount of the milestone payment is reasonahielation to the effort expended or the risk aisged with achievement of

the milestone; and

. a reasonable amount of time passes betweerptfrent license payment and the first milestone paynas well as between et
subsequent milestone payment.

Determination as to whether a payment meets themfentioned conditions involves management's judgniieany of these conditions are 1
met, the resulting payment would not be consideredbstantive milestone, and therefore the reguftaiyment would be considered part of the
consideration for the single unit of accounting antbrtized over the appropriate period.

The Company recorded no milestone revenues dunmgedar ended December, 31, 2013 and $1.1 milfionilestone revenue during the year
ended December 31, 2012, respectively.

Cost of Product Sales

The cost of product sales consist primarily of mats, third-party manufacturing costs, freight afistribution costs, allocation of labor,
quality control and assurance, and other overheats @ssociated with the sales of Oxtellar XR basegroduct shipped to distributors throt
December 31, 2013 and sales of Trokendi XR baseuestriptions filled at the pharmacy level durihg third quarter of 2013.

Research and Development Costs

Research and development expenditures are expassedurred. Research and development costs plynearisist of employee-related
expenses, including salaries and benefits; expaensesed under
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agreements with contract research organizatiomsstigative sites, and consultants that conduc€mapany's clinical trials; the cost of
acquiring and manufacturing clinical trial matesiahe cost of manufacturing materials used in ggswalidation, to the extent that those
materials are manufactured prior to receiving ratquiy approval for those products and are not expleto be sold commercially, facilities
costs that do not have an alternative future wdated depreciation and other allocated expensesise fees for and milestone payments re
to in-licensed products and technologies; sharedasmpensation expense; and costs associatedavitblinical activities and regulatory
approvals.

Advertising Expense

The Company records the cost of its advertisingreffwhen services are performed or goods areateliv The Company incurred
approximately $14.6 million and $5.8 million in atising costs for the year ended December 31, 20832012, respectively.

Share-Based Compensation

Employee sharbased compensation is measured based on the estifaatvalue on the grant date. The grant datevidue is calculated usil
the Black-Scholes option-pricing model, which regsithe use of subjective assumptions includingtility, expected term, risk-free rate, and
the fair value of the underlying common stock. T@mpany has awarded neested stock that vest based on service condititms Compan
recognizes expense using the straight-line methssl éstimated forfeitures.

The Company records the expense for stock optiantgito non-employees based on the estimateddhie wf the stock option using the
Black-Scholes option-pricing model. The fair vabfenon-employee awards is re-measured at eachtiegp@eriod. As a result, stock
compensation expense for non-employee awards wgting is affected by subsequent changes in thedhie of the Company's common
stock.

Warrant Liability

In January 2011, the Company entered into a seauestit facility pursuant to a loan and securityezgnent with certain lenders, which was
subsequently amended in December 2011, providingefm loans of up to an aggregate of $30.0 milllarconnection with the drawdown of
$15.0 million under the secured credit facility famuary 26, 2011, the Company issued to its lendanants to purchase an aggregate of
375,000 shares of the Company's Series A Pref&tazk at an exercise price of $1.00 per share vildreants became exercisable immediatel
and expire on January 26, 2021. Upon completicdh@Company's IPO on May 1, 2012, the lender wisreonverted into warrants to
purchase 93,750 shares of Common Stock at an sggydce of $4.00 per share. These warrants aceded as a derivative liability and, as
such, the Company reflects the warrant liabilityaat value in the consolidated balance sheets.fainevalue of this derivative liability is re-
measured at the end of every reporting period badhange in fair value is reported in the consbdid statements of operations as other
income (expense). On October 5, 2012, a holdercesazr warrants to purchase an aggregate of 75/@0@sof common stock via a cashless
net share settlement election in accordance wéhdatms of the agreement, pursuant to which weeés#ue warrant holder 49,137 shares of
common stock. As of December 31, 2013 and DeceBihe2012, the fair value of the outstanding wassavds estimated to be approximately
$119,000 and $114,000, respectively. The chanfgirin
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value of approximately $5,000 and $506,000 has besorded in other income (expense) in the Compaoyisolidated statements of
operations for the year ended December 31, 2012@h8, respectively.

In connection with the drawdown of the second $18ildon under the secured credit facility on Ded®n30, 2011, the Company issued to its
lenders warrants to purchase an aggregate of 208jtdres of the Company's Series A Preferred $tbak exercise price of $1.50 per share.
The warrants became exercisable immediately angleegp December 30, 2021. Upon completion of then@any's IPO on May 1, 2012, the
warrants converted into warrants to purchase 49%888es of Common Stock at an exercise price @08%r share. These warrants are
recorded as a derivative liability and, as such,Gompany reflects the warrant liability at faituain the consolidated balance sheets. The fa
value of this derivative liability is re-measuredtae end of every reporting period and the chandair value is reported in the consolidated
statements of operations as other income (expe@seQctober 5, 2012, a holder exercised warranpsitohase an aggregate of 26,667 share:
of common stock via a cashless net share settleaheetion in accordance with the terms of the apexg, pursuant to which we issued the
warrant holder 15,172 shares of common stock. A3emlember 31, 2013 and 2012, the fair value obtitstanding warrants was estimated to
be approximately $153,000 and $138,000, respeytifdéle change in fair value of approximately $15,@dd $204,000 has been recorded in
other income (expense) in the Company's consolidstegements of operations for the year ended DigeeB1, 2013 and 2012, respectively.

The terms of the warrant agreements provide fowfdoound" anti-dilution adjustment for the warraimtsertain situations whereby the
Company sells or issues (a) shares at a pricehpee ess than the exercise price of the warranih) equity-linked financial instruments with
strike prices less than the exercise price of tagamts. As a result of this "down round" provisitre warrants continue to be classified as
derivative liabilities.

Subsequent to the completion of its IPO, which oexlion May 1, 2012, the fair value of the Commaack warrants is determined using a
Black-Scholes model within a Monte-Carlo framewdrke Monte-Carlo simulation is a generally acceptiadistical method used to estimate
fair value based on the application of subjectissuaptions, consistently applied for each periocluiding the probability, timing and
magnitude of the Company's issuance of additiooalmon stock in future financings or raising capital debt issuance. This valuation is
computed at the end of each fiscal quarter tocefienditions at each valuation date until the wats are exercised or they expire. In addition
to assumptions regarding future equity financirgssideration is also given to the current stodkepranticipated stock volatility going
forward, and the anti-dilution provisions embeddethe warrant agreements.

Recently Issued Accounting Pronouncements

In April 2013, the Financial Accounting StandardsaBl (FASB) issued Accounting Standards Update (A%)13-02, Reporting of Amounts
Reclassified Out of Accumulated Other Comprehenkiceme, which amended interim and annual reporgugirements about accumulated
other comprehensive income (AOCI). In interim pdsiocompanies are required to report informaticsuaibeclassifications out of AOCI and
changes in AOCI balances. The provision of ASU 202®became
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effective for the first quarter of 2013. The adoptdf ASU 2013-02 did not have a material effecttmsnCompany's consolidated results of
operations, financial position or liquidity.

In July 2013, the FASB issued ASU No. 2013-11, Wwhamended ASC Topic 740 regarding presentatiom afraecognized tax benefit when a
net operating loss (NOL) carryforward, a similax kass, or a tax credit carryforward exists. Theeagdments in ASU No. 2013-11 require an
entity to present an unrecognized tax benefit @slaction of a deferred tax asset for an NOL camyérd, or similar tax loss or tax credit
carryforward, rather than as a liability when (i¢ uncertain tax position would reduce the NOL tbeocarryforward under the tax law of the
applicable jurisdiction and (2) the entity interidsuse the deferred tax asset for that purpose ABi¢ does not require new recurring
disclosures. This amendment is effective prospeltifor fiscal years beginning after December B2 The Company does not believe this
amendment will have a material impact on its finahstatements.

3. Fair Value of Financial Instruments

The fair value of an asset or liability should es@nt the price that would be received to sellssetzor paid to transfer a liability in an orderly
transaction between market participants. Such acimns to sell an asset or transfer a liabiliy @sumed to occur in the principal or most
advantageous market for the asset or liability.okdingly, fair value is determined based on a higptital transaction at the measurement «
considered from the perspective of a market pasiti rather than from a reporting entity's perspect

The Company reports assets and liabilities thatramasured at fair value using a three-level faueaierarchy that prioritizes the inputs used
to measure fair value. This hierarchy maximizesube of observable inputs and minimizes the usmobservable inputs. The three levels of
inputs used to measure fair value are as follows:

. Level 1—Inputs are unadjusted quoted prices irvaatiarkets for identical assets or liabilities tthet Company has the ability
to access at the measurement date.

. Level 2—nputs are quoted prices for similar assets adilili@s in active markets, quoted prices for idealt or similar assets
liabilities in markets that are not active, inpatier than quoted prices that are observable asdset or liability (interest rates,
yield curves, etc.) and inputs that are derivedgdpially from or corroborated by observable madata by correlation or other
means (market corroborated inputs).

. Level 3—Unobservable inputs that reflect the Company's agsumptions, based on the best information availatluding th
Company's own data.
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In accordance with the fair value hierarchy destiabove, the following tables show the fair valithe Company's financial assets and
liabilities that are required to be measured atvfalue, in thousands:

Assets:

Cash and cash equivalel

Marketable securitie

Long term investment

Marketable securities—restricted
(SERP)

Total assets at fair valt

Liabilities:

Derivative liabilities

Assets:

Cash and cash equivalel

Marketable securitie

Marketable securities—restricted
(SERP)

Total assets at fair valt

Liabilities:

Derivative liabilities

Fair Value Measurements at December 31, 20

Significant

Total Carrying Quoted Prices Other Significant

Value at in Active Observable Unobservable
December 31, Markets Inputs Inputs

2013 (Level 1) (Level 2) (Level 3)
$ 32,98( $ 32,98( $ — 3 —
49,21 — 49,21 —
8,75¢ — 8,75¢ —
30¢ — 30¢ —
$ 91,25 $ 32,98( $ 58,27 $ —
$ 12,64 $ — $ — 9 12,64

Fair Value Measurements at December 31, 20

Significant

Total Carrying Quoted Prices Other Significant

Value at in Active Observable Unobservable
December 31, Markets Inputs Inputs

2012 (Level 1) (Level 2) (Level 3)
$ 40,30: $ 31,561 $ 8,741 $ —
48,20¢ — 48,20¢ —
27¢ — 27¢ —
$ 88,787 $ 31,567 $ 57,22¢ $ —
$ 251 $ — 9 — 9 251

The fair value of the restricted marketable se@siis included within other non-current assethaconsolidated balance sheets.

The Company's Level 1 assets include money maunkeisfand U.S. Treasury and government agency debtises with quoted prices in

active markets.

Level 2 assets include mutual funds in which th&®BEssets are invested, commercial paper and ingasgrade corporate bonds and other
fixed income securities. Level 2 securities areigdlusing third-party pricing sources that applylizgble inputs and other relevant data into

their models to estimate fair value.
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Level 3 liabilities include the fair market valugtbe interest make-whole liability associated vitile 7.50% Convertible Senior Secured Notes

The fair value of the common stock warrant liapilitas calculated using a Monte-Carlo simulatioraddlack-Scholes model with the
following assumptions as of December 31, 2013:

Exercise Prict $4.00- $5.00 per shar
Volatility 70%

Stock Price as of December 31, 2( $7.54 per shar
Term 7.1- 8.0 years
Dividend Yield 0.0%
Risk-Free Rate 2.55%- 2.75%

The fair value of the interest make-whole liabilitithe Notes was calculated using a binortattice model with the following key assumptis
as of December 31, 2013:

Volatility 45%
Stock Price as of December 31, 2( $7.54 per shar
Credit Spreau 1200 bps
Term 3.3 year:
Dividend Yield 0.0%

Significant changes to these assumptions wouldtriesimcreases/decreases to the fair value ofitirévative liabilities.

Changes in the fair value of the warrants andrterést make-whole liability are recognized asmaponent of Other Income (Expense) in the
Consolidated Statements of Operations. The follgwéble presents information about the CompanyeIL2 liabilities as of December 31,
2012 and December 31, 2013 that are included itNtreCurrent Liabilities section of the Consolidhtalance Sheets, in thousands:

Year Ended
December 31,
2012 and 2013

Balance at December 31, 20 $ 697
Exercise of warrant (1,15€)
Changes in fair value of warrants included in ezgs 71C

Balance at December 31, 2C 251
Initial value of interest make-whole payment asataad with the

convertible note 9,27(
Changes in fair value of derivative liabilities inded in earning 13,35
Reduction due to conversion of debt to eq (10,23)

Balance at December 31, 2C $ 12,64+
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The carrying value and estimated fair value ofdbmevertible notes was approximately $34.4 milliowl 79.8 million, respectively, as of
December 31, 2013. The fair value was estimateddcas actual trade information as well as quotézkprprovided by bond traders, which
would be characterized within Level 2 of the featue measurement table.

The carrying amounts of other financial instrumemsluding accounts receivable, accounts payafdiea@crued expenses approximate fair
value due to their short-term maturities.

Unrestricted marketable securities held by the Camgpwvere as follows, in thousands:

At December 31, 2013:

Gross Gross
Amortized Unrealized Unrealized
Available for Sale Cost Gains Losses Fair Value
Corporate debt securitit $ 57,96 $ 33 % (33) $ 57,967
At December 31, 2012:
Gross Gross
Amortized Unrealized Unrealized
Available for Sale Cost Gains Losses Fair Value
Corporate debt securitit $ 48,25¢ $ 1 9% (54) $ 48,20¢

The contractual maturities of the unrestricted ratakle securities held by the Company were asviisliin thousands:

December 31

2013
Less Than 1 Yee $ 49,21
1-5years 8,75¢€
Greater Than 5 Yea —
Total $ 57,96

The Company has not experienced any other-thanegrmplosses on its marketable securities andicesirmarketable securities. The cost of
securities sold is calculated using the specifantdication method.
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Inventories consist of the following, in thousands:

December 31 December 31
2013 2012
Raw materials $ 3,897 $ 1,152
Work in proces: 1,347 —
Finished good 1,90¢ —
Total $ 7,15 % 1,152
5. Property and Equipment
Property and equipment consist of the followingthiousands:
December 31 December 31
2013 2012
Computer equipmer $ 79¢ $ 61¢
Software 20¢ 20¢
Lab equipment and furnitul 4,80¢ 3,89¢
Leasehold improvemen 2,32¢ 1,77¢
8,14¢ 6,49¢
Less accumulated depreciation and amortize (5,59 (5,07¢)

$ 2,55¢ § 1,421

Depreciation expense on property and equipmeniawpsoximately $512,000, $642,000 and $650,000 éary ended December 31, 2013,
2012 and 2011 respectively.

6. Intangible Assets

The Company purchased certain patents from Shiberiatories, Inc. in connection with a 2005 purchegeement, which is being amortized
over the weighted average life of the patents pset in that transaction. Patent defense costshieareincurred in connection with a
Complaint filed against Watson on August 7, 201atesl to patents for Oxtellar XR (see Part |, [t@nhegal Proceedings). The following sets
forth the gross carrying amount and related accatadlamortization of these intangible assets,anghnds:

December 31, 201 December 31, 201,
Weighted- Gross Carrying Accumulated Gross Carrying Accumulated
Average Life Amount Amortization Amount Amortization
Purchased paten 10.C $ 2,29: $ 1,83t $ 2,29: $ 1,60¢
Patent defense costs| $ 704 $ — % — $ —

Q) Three U.S. patents have been issued covenigllér XR, providing patent protection through Z0Zhe Company's
patent defense costs will be capitalized untildbzcome of the Watsc
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litigation becomes known. Assuming a successfutaue of that litigation, these costs will commeao®ortization from
that point of time forwarc

Amortization expense was approximately $229,00@®#mh year. The estimated annual aggregate amamtizxpense through
December 31, 2015 is $229,000. The net book vdliangible assets as of December 31, 2013 and 2@% approximately
$1.2 million and $0.7 million, respectively.

There were no indicators of impairment identifieddacember 31, 2013 or 2012.
7. Accrued Liabilities

Accrued Liabilities are comprised of the followitand are included within the accounts payable axduad expenses line item on the
consolidated balance sheets), in thousands:

December 31 December 31
2013 2012

Accrued clinical trial and clinical supply cos $ 2,25 $ 3,33t
Accrued compensatic 5,01¢ 2,49:
Accrued rebates and allowanc 1,132 —
Accrued product cos 3,27¢ —
Accrued sales and marketing exper 1,077 1,31¢
Accrued interes 61¢ 213
Other accrued liabilitie 1,801 50¢

$ 15,172 $ 7,86(

Accrued clinical trial and clinical supply costsnsist primarily of investigator fees, contract i@®# organization services, contract
manufacturing, pass-through costs and laboratastsc@®ther accrued liabilities consist primarilypobfessional fees, distribution fees
relating to our products, and miscellaneous accexpenses.

8. Convertible Senior Secured Notes

On May 3, 2013, the Company issued $90.0 milliogragate principal amount of 7.50% Convertible SeSiecured Notes due 2019
(the "Notes"). The Company completed this privdée@ment offering in reliance on Section 4(a)(2Jemthe Securities Act of 1933,
amended (the "Securities Act"). The notes werelabig for resale in transactions exempt from thgsteation requirements of the
Securities Act to persons reasonably believed byrtitial purchasers to be "qualified institutiomalyers” as defined in Rule 144A
under the Securities Act.

Aggregate offering expenses in connection withttaesaction, including the underwriters' fee ofdbiillion, were approximately
$3.5 million, resulting in net proceeds of approately $86.5 million. The Company used approxima$dl9.6 million to repay in full
its borrowings under and terminate its then exisiacured credit facility. The remainder of the preiceeds will be used to fund the
commercialization of the Company's approved pragjudktellar XR and Trokendi XR, as well as to coné development of the
Company's pipeline products and for other genengdarate purposes,
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which may include research and development expeoap#al expenditures, working capital and genadahinistrative expenses.

The Company issued the Notes under an Indentuted dday 3, 2013 (the "Indenture"), between the Camypand U.S. Bank National
Association, as Trustee and Collateral Agent. Th&eblprovide for 7.50% interest per annum on tirecyral amount of the Notes,
payable semi-annually in arrears on May 1 and Nde¥n of each year, beginning on November 1, 20it8rest will accrue on the
Notes from and including May 3, 2013 and the Netdsmature on May 1, 2019, unless earlier convértedeemed or repurchased by
the Company. The Notes are convertible into the @om's common stock ("Common Stock") as descritedalb

The Notes are the Company's senior secured oldigatind (i) rank senior in right of payment to afithe indebtedness that is
expressly subordinated in right of payment to tioéel; (ii) rank effectively senior to any of thesesured indebtedness to the extent of
the value of the collateral securing the Note§); @ink equal in right of payment with all of th@@pany's indebtedness that is not
subordinated to the Notes; and (iv) are structysibordinated to all indebtedness and liabiliiesluding trade payables, of the
Company's existing and future subsidiaries.

The Notes are secured by a fipsterity lien, other than customary permitted lieas substantially all of the Company's and its dstit
subsidiaries' assets, whether now owned or heresdtpiired, including license agreements, genatahgibles, accounts, instruments,
investment property, intellectual property and prgceeds of the foregoing pursuant to that ce@aicurity and Pledge Agreement,
dated May 3, 2013 (the "Security Agreement"), betwthe Company and U.S. Bank National AssociatisrCollateral Agent. The
Indenture restricts the ability of the Company @sdxisting and future subsidiaries to make investts, including transfers of the
Company's assets that constitute collateral segtiie Notes, in its existing and future foreignsdlaries. The Company is entitled to
the release of property and other assets conagtabllateral from the liens securing the Notes tinedobligations thereunder (i) to
enable the Company to consummate the sale, tratiséarse, monetization or other disposition oftspooperty or assets; (ii) with the
consent of the holders of at least’d® % of the aggregate principal amount of the Notes thutstanding and affected; or (iii) pursuant
to a modification or amendment of the Indenture, Ntotes or the Security Agreement.

If the Company has not received stockholder appr@sadefined in the Indenture), a holder of Natesy surrender all or a portion of
Notes for conversion at any time prior to the clobbusiness on the business day immediately pregede maturity date of the Notes
and the Company will deliver for each $1,000 pgatiamount of converted Notes a number of shar€afmon Stock equal to the
conversion rate, together with a cash paymentindif any fractional shares of Common Stock issuapbn conversion. If the
Company obtains stockholder approval, (i) on anerauch date of approval and prior to the closkeusiness on the business day
immediately preceding November 1, 2018, a holdéMates may convert all or a portion of its Not@sprincipal amounts equal to
$1,000 or an integral multiple thereof, only if coremore of the following conditions has been $@&tis (1) if, for at least 20 trading
days (whether or not consecutive) during the 3Geontive trading day period ending within five fragddays prior to a conversion ds
the last reported sale price of the Company's Com&tock exceeds the conversion price on each sadimg day; (2) during the five
consecutive business day period immediately folhmnany five consecutive trading day period (the 8sle@ement Period"), in which,
for each trading day of that Measurement Perioaltriding price
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(as defined in the Indenture) per $1,000 princgmabunt of Notes for such trading day was less &% of the product of the last
reported sale price of the Company's Common Stackuch trading day and the applicable conversitsnaa such trading day;

(3) upon the occurrence of specified corporatestations; or (4) if the Company calls the Notesrémlemption, at any time prior to the
close of business on the business day immediateyeding the redemption date; and (ii) on and &trember 1, 2018, a holder of
Notes may convert all or a portion of its Notespimcipal amounts equal to $1,000 or an integraltiple thereof, at any time prior to
the close of business on the business day immédateceding the maturity date of the Notes, relgsmsiof the foregoing
circumstances. If stockholder approval has beesived, the Company will settle conversion of thadsahrough payment or delivery,
as the case may be of cash, shares of Common &tackombination thereof, at its election. The Camphas no obligation to seek
stockholder approval and, even if it does, it cdartbgocertain that its stockholders will grant theckholder approval.

The conversion rate for the Notes is equal to @ &hares of Common Stock per $1,000 principalusninof notes (which is
equivalent to an initial conversion price of approately $5.30 per share of Common Stock). The crmiwr rate is subject to
adjustment upon the occurrence of certain speo#fieghts but will not be adjusted for accrued anghithinterest. In addition, upon the
occurrence of a "makehole fundamental change" (as defined in the Inge)tthe Company will, in certain circumstancesyease tt
conversion rate by a number of additional sharea fwolder that elects to convert its notes in eation with such make-whole
fundamental change as described in the Indenture.

Effective November 1, 2013, if, for at least 2Qdirey days (whether or not consecutive) during the@nsecutive trading day period
ending within five trading days prior to a conversdate, the last reported sale price of the Cogip@mommon stock exceeds the
conversion price on each such trading day, the @Gompecame required, in certain circumstancesaikeran interest make-whole
payment to converting holders equal to the sunhefresent value of the remaining scheduled paswdnnterest that would have
been made on the Notes to be converted had sueb rehained outstanding until May 1, 2017 computgdg a discount rate equal to
2%. The Company may pay an interest make-whole pay®ither in cash or in Common Stock, at its @ectif the Company elects to
pay an interest make-whole payment in Common Stibek the stock will be valued at 95% of the sinmalerage of the daily volume-
weighted average price ("VWAP") per share for tRdrading days ending on and including the tradiag immediately preceding the
conversion date. Notwithstanding the foregoing,rthmber of shares the Company may deliver in cdiorewith an interest make-
whole payment and repayment of principal will neteed 221.7294 shares per $1,000 principal amdudbtes, subject to adjustment.
If, pursuant to its election to deliver Common &tatconnection with the payment of the intereskesavhole amount, the Company
would be required to deliver a number of shareSa@hmon Stock in excess of such threshold, the Caynpauld deliver cash in lieu
of shares otherwise deliverable upon conversiorsx@ess thereof (based on the simple average afaiheVWAP for the 10 trading
days ending on and including the trading day imaiedly preceding the conversion date).

Upon (i) the occurrence of a fundamental changeléfised in the Indenture) or (i) if the Comparalls the Notes for redemption as
described below (either event, a "make-whole furelaiad change") and a holder elects to convert @®slin connection with such
make-whole fundamental change, the
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Company will, in certain circumstances, increagedbnversion rate by a number of additional sh@hes"Additional Shares") as
described below. The Company will notify holdershiri one business day after the first public anmeunment by it or a third party of
event or transaction that the Company reasonab&rmées would, if consummated, constitute a maketerfundamental change.
Upon receiving notice or otherwise becoming awdire jpotential make-whole fundamental change desdrithe Company will use
commercially reasonable efforts to announce ore#us announcement of such potential make-wholédonental change in time to
deliver such notice at least 50 scheduled tradayg gbrior to the anticipated effective date fortstransaction if stockholder approval
has been obtained. The Company will notify the Tgesind holders of the effective date of any maketevfundamental change no
later than one business day after such effectite da

The number of additional shares by which the Compaiti increase the conversion rate will be detered based on the date on which
the makewhole fundamental change occurs or becomes eftetive "Effective Date") and the price (the "Sté&uice") paid (or deem:
paid) per share of the Company's Common Stockdrithdamental change. If the holders of the Comigazgmmon stock receive only
cash in a makevhole fundamental change (i) the Stock Price dhmlhe cash amount paid per share and (ii) the Goynwill satisfy it:
conversion obligation to a holder that convertdNitdes any time after such make-whole fundamemtahge by delivering to such
holder, on the third business day immediately fwitg the relevant conversion date, an amount di,das each $1,000 principal
amount of Notes converted, equal to the produéx)othe conversion rate in effect on the relevartwersion date (as increased by the
Additional Shares, if any) and (y) the Stock Priogherwise, (i) the Stock Price will equal the age of the last reported sale prices of
the Company's Common Stock over the five tradingmiiod ending on, and including, the trading dagnediately preceding the
Effective Date of the make-whole fundamental chasnge (ii) the Company will satisfy its conversidaligation to a holder that
converts its Notes in connection with such make{etiondamental change based on the conversiorasatecreased by the number of
Additional Shares. In connection with a make-wHaledamental change triggered by redemption of tbeed| the Effective Date of
such make-whole fundamental change will be the diatehich the Company delivers notice of the redinp Notwithstanding the
foregoing, in no event will the conversion rate e the maximum conversion rate, which is 221.&&tes per $1,000 principal
amount of Notes, which amount is inclusive of rapant of the principal of the Notes.

If a fundamental change occurs at any time, holdéifave the right, at their option, to requireetCompany to purchase for cash any
or all of the Notes, or any portion of the prindipenount thereof, that is equal to $1,000 or aegrdal multiple of $1,000 in excess
thereof, on a date of the Company's choosing thaoi less than 20 calendar days nor more thaal@dar days after the date on
which it delivers a fundamental change notice. ptiee the Company is required to pay for a Notegsal to 100% of the principal
amount of such Note plus accrued and unpaid irttefesy, to, but excluding, the fundamental chaupgrchase date. Any Notes
purchased by the Company will be paid for in cash.

The Company may not redeem the Notes prior to M&017. On or after May 1, 2017, the Company mdgeen for cash all, but not
less than all, of the Notes if the last reportdd paice of the Company's Common Stock equals ceeas 140% of the applicable
conversion price for at least 20 trading days dyutire 30 consecutive trading day period endincherttading day immediately prior
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to the date the Company delivers written noticthefredemption. The redemption price will be edad00% of the principal amount
the Notes to be redeemed, plus accrued and ungaiest to, but excluding, the redemption datthdfCompany calls the Notes for
redemption, a make-whole fundamental change wildmed to occur and the Company will, in certaicumstances, increase the
conversion rate for holders who convert their natesonnections with such make-whole fundamentahge as described in the
Indenture.

The Company incurred approximately $3.5 milliorfinncing costs (including the underwriters' faefonnection with the issuance of
the Notes. Approximately $0.9 million of this améuwvas allocated to additional paid-in capital amel temaining $2.6 million is
recorded as a deferred cost being amortized oeeietim of the Notes. As of December 31, 2013, apprately $1.2 million remained
unamortized, of which $0.2 million is current ardGmillion is long term.

The table below summarizes how the issuance dflties is reflected in the balance sheet at DeceBhe2013, in thousands:

December 31, 201

Gross proceec $ 90,00(
Initial value of interest make-whole derivative oefed as deb:

discount (9,270
Conversion option reported as debt discount andz/ (22,336)
Conversion of debt to equ—principal (40,49
Conversion of debt to equ—debt discoun 13,83
Amortization of debt discour 2,65¢
Carrying value $ 34,39!

During the period ended December 31, 2013 apprdrim&40.5 million of the Notes were presentedi® €Company for conversion.
Accordingly, the Company has issued approximatedynTillion shares of common stock in conversionhaf principal amount of the
Notes. The Company has issued an additional 11®mghares of common stock and paid approxim&k&ly million cash in settleme
of the interest make-whole provision related todbeverted Notes. As a result of the conversidres Gompany incurred an
approximately $8.4 million loss on extinguishmehtlebt during the period ended December 31, 2013.

Secured Notes Payable

In January 2011, the Company entered into a seauestit facility pursuant to a loan and securityesgnent with certain lenders, which
was subsequently amended in December 2011, pravidirterm loans of up to an aggregate of $30.0Ganil On January 26, 2011 and
December 30, 2011, the Company drew down $15.0omifind $15.0 million, respectively, of term loamsler this secured credit
facility. The Company used approximately $19.6 imnillof the Convertible Note proceeds to repay Ihifsiborrowings under and
terminate this secured credit facility in May 20Lgon repayment of the secured notes payable, dhep@ny incurred an approximat
$1.2 million loss on extinguishment of debt durthg period ended December 31, 2013.
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Pursuant to a Unit Purchase Agreement executedecaiber 14, 2011, the Company sold 100% of itstyeguinership interests in
TCD to an entity affiliated with Orbimed Advisord.C, one of its stockholders, hereafter referredsdhe "Purchase Transaction." The
purchase price consisted of $27.0 million cash ptirassumption of all assets and liabilities antilastone payment of $3.0 million
payable within 10 days of the occurrence of théiezasf the following conditions:

. The purchaser receives royalty payments equal feast $35.1 million, the purchaser has notredtato a transaction to sell,
refinance or monetize its equity interests in T@bBd no generic formulations of the products undeglyhe royalty payments
and related license agreements have entered thetnar

. The purchaser receives proceeds in excess of gregage of (a) $27.0 million, plus (b) the purchpsee paid by the purchaser,
if any, to acquire a beneficial interest in onarare of the Notes, plus (c) the aggregate redemtiiwe paid by the purchaser,
if any, to redeem any of the Notes, from any tratisa that refinances or liquidates the equityriests in TCD or the Notes.

The purchase price was determined through a cotiveebidding process, involving more than one brdaled multiple rounds of negotiations
between each potential buyer and the Company. Bmep@ny entered into the purchase transaction wafaRy Opportunities S.ar.l ("ROS")
an entity affiliated with OrbiMed Advisors LLC, wth offered the highest purchase price.

Pursuant to the Purchase Transaction, the Comagayed duties and obligations under certain natelsrelated agreements, including the
Purchase and Sale Agreement, the Residual Licegssefents and the Servicing Agreement, for so &mntlpe notes remain outstanding. The
purchaser assumed all rights and obligations ohttes.

The Company also retained certain duties and diigg under the ongoing Servicing Agreement. Themm@any will continue to perform these
services in exchange for a quarterly fee of $10,00840,000 annually. These retained duties cbo§iaking commercially reasonable steps
to collect the royalty amounts due and enforcirggridlated provisions under the license agreemimparticular, the Company is required to
monitor receipt of the royalty payments due untierlicense agreements and to confirm that the pataae received on a timely basis,
calculated properly and made available to the eérist

At the time the aforementioned Notes cease to b&anding, the purchaser must make an electioithterg1) terminate the Servicing
Agreement and execute the New Servicing Agreemdrith was contemplated and drafted at the timd@fRurchase Transaction, or

(2) obtain from the Company the assignment andstesirof all the licensed intellectual property aicof the Company's rights and obligations
under the license agreements subject to certaiditboms described in the Unit Purchase Agreement.

The Company determined it had not retained anydstaor any of the risks and rewards of TCD owmieraor had it guaranteed any paymen
of principal and interest on the Notes. The Comparserving as an agent for the debt holders ichdisging its retained duties. Therefore,
pursuant to ASC 810-10, "Consolidation", the Comypaccounted for the Purchase Transaction as a6alsubsidiary and is calculating the
resulting gain as the aggregate of the fair vafuspasideration and
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the carrying value of TCD's assets and liabilitless its fees and expenses. Since the assetmhititids of TCD had identifiable operations
and cash flows that are independent from the Cognpad the Company does not have a significant sointg involvement with TCD
operations, the sale of TCD is reported as disnastl operations in the Company's consolidatednstatts of operations. Accordingly, the g
on the sale of the subsidiary, as well as any testfiloperations related to TCD, are presentedsa®atinued operations in all periods prese
in the accompanying financial statements. Showddbmpany receive the milestone payment or additioonsideration, the fair value of
amounts received, less any related fees and expeniiebe recorded as "gain on the sale of thesslidry,” a component of discontinued
operations.

10. Stockholders' Equity

Upon consummation of the IPO in May 2012, the 49,000 outstanding shares of Series A Preferreck@totomatically converted to
12,249,998 shares of Common Stock.

Until the Series A Preferred Stock was convertéd $thares of common stock, dividends on the Sérieeeferred Stock were cumulative and
accrued at a rate per annum of $0.07 per shargcsub adjustment for certain dilutive events. Twmpany was not obligated to pay the
dividends unless it declared or paid dividends mynather shares of capital stock or in the evera liduidation, dissolution or winding up of
the Company. No dividends were paid prior to theveosion of the Series A Preferred Stock into Comr8tock in connection with the IPO.

Common Stock

The holders of the Common Stock are entitled tovanie for each share of Common Stock held. On M&012, the Company completed its
IPO, in which 10 million shares of the Company'sr@won Stock were sold at a price of $5 per sharéitially, the underwriters of the
Company's IPO exercised the full amount of thegreallotment option resulting in the sale of aniiddal 449,250 shares of the Company's
Common Stock at a price of $5 per share, resuitir@ash proceeds to the Company of $52.3 millidre Tompany realized net proceeds of
$47.6 million from the IPO, after applying finangicosts of approximately $4.7 million.

On December 5, 2012 the Company completed a folowffering, in which 6 million shares of the Comga Common Stock were sold at a
price of $8 per share. Additionally, the underwstef the Company's follow-on offering exerciseeittover-allotment options in January 2013
resulting in the sale of an additional 239,432 ekaf the Company's Common Stock at a price oféb&lpare, resulting in total cash proceeds
to the Company of $49.9 million. The Company realinet proceeds of $46.6 million from the follow-affering, after applying financing
costs of approximately $3.3 million.

During the period from November 1, 2013 through &eber 31, 2013, the Company issued 7,641,060 sbhoesnmon stock as a result of
conversion of approximately $40.5 million of Contiale Notes and approximately 1,337,193 share®ofroon stock in settlement of the
interest-make whole associated with those convassio
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The Company has adopted the Supernus Pharmacsutiwal2012 Equity Incentive Plan (the 2012 Plarjich is stockholder-approved, and
provides for the grant of stock options and certdirer awards, including stock appreciation righ®AR"), restricted and unrestricted stock,
stock units, performance awards, cash awards ded atvards that are convertible into or otherwissell on the Company's common stock, t«
the Company's key employees, directors, and cargsland advisors. The 2012 Plan is administeratddompany's Board of Directors and
provides for the issuance of up to 2,500,000 shafrdse Company's Common Stock. Option awards eaetgd with an exercise price equal to
the estimated fair value of the Company's CommaorlSat the grant date; those option awards geeradit in four annual instaliments,
starting on the first anniversary of the date @grand have ten-year contractual terms. The 2@ pRovides for the issuance of Common
Stock of the Company upon the exercise of stoclonpt Share-based compensation recognized relatbe grant of employee and non-
employee stock option, SARS, and non-vested stakas follows, in thousands:

Year Ended December 31

2013 2012 2011

(in thousands)
Research and developme $ 417 $ 208 $ 63
Selling, general and administrati 1,291 131 (145)
Total $ 1,708 $ 33¢ $ (82

The fair value of each option award is estimatedhendate of grant using the Black-Scholes optidaipg model using the assumptions in the
following table:

Year Ended December 31

2013 2012 2011
Fair value of common stoc $5.40- $7.90 $5.07- $12.92 $2.56- $3.36
Expected volatility 69.5%- 70.9%  68.3%- 71.6%  59.1%- 74.7%
Dividend Yield 0% 0% 0%
Expected tern 6.25- 9.60 year 6.25 year: 0.41- 6.25 year
Risk-free interest rat 1.20%-2.94% 0.89%-1.14%  0.15%- 2.93%
Expected forfeiture rat 5% 0% - 5% 0%- 5%

Fair Value of Common Stock—For all option grants prior to the completion bé&tCompany's IPO on May 1, 2012, the fair valuthef
Common Stock underlying the option grants was daterd by the Board, with the assistance of managgm#ich intended all options
granted to be exercisable at a price per sharkes®than the per share fair value of the Compayemon Stock underlying those options on
the date of grant. The Company utilized method@sgapproaches and assumptions as set forth retttenical Practice Aid, when estimating
the fair value of Common Stock at each grant date.

Given the lack of an active public market for then@non Stock, the Board employed a third-party v#dndirm to assist in the determination
of fair value by completing contemporaneous vaareti In the absence of a public market, and amigal stage company with no significant
revenues from
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product sales, the Company considered a rangewirfato determine the fair market value of the @mmn Stock at each grant date. The fac
include: (1) the achievement of clinical and operal milestones by the Company, (2) the statustrategic relationships with collaborators,
(3) the significant risks associated with the Comymstage of development, (4) capital market dooth for life science companies,
particularly similarly situated privately held, 8astage life science companies, (5) the Compaawediable cash, financial condition, and
results of operations, (6) the most recent saléseoCompany's preferred stock, and (7) the prefadeights of the outstanding preferred stc

For option grants that occurred after the Compd®@Gon May 1, 2012, the fair value of the CommawocE underlying the option grants was
determined based on observable market prices dZdnepany's Common Stock.

Expected Volatility —Volatility is a measure of the amount by whichreafcial variable such as a share price has fltetiugistorical
volatility) or is expected to fluctuate (expectemlatility) during a period. The Company has iddatifseveral public entities of similar size,
complexity, and stage of development and, accotglimmgstorical volatility has been calculated usthg volatility of these companies. The
Company will continue to use the guideline peewugreolatility information until the historical vdiitity of its own Common Stock is relevant
to measure expected volatility for future optioanfs.

Dividend Yield —The Company has never declared or paid dividendshas no plans to do so in the foreseeable future.

Expected Term—This is the period of time that the options grardesl expected to remain unexercised. Options gidrgee a maximum ter
of ten years. The Company determines the averggected life of stock options according to the "difigrl method" as described in Staff
Accounting Bulletin 110, which is the mid-point beten the vesting date and the end of the contriaeta. Over time, management will track
estimates of the expected life of the option teonthsit estimates will approximate actual behavdorsimilar options.

Risk-Free Interest Rate—This is the U.S. Treasury rate for the week otheagtion grant during the year, having a term thast closely
resembles the expected term of the option.

Expected Forfeiture Rate—The forfeiture rate is the estimated percentageptibns granted that are expected to be forfaitezhnceled on
an annual basis before becoming fully vested. Tom@any estimates the forfeiture rate based on wemaata with further consideration given
to the class of employees to whom the options \weaated.
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The following table summarizes stock option and S¥eRvity:

Weighted-Average
Weighted- Remaining
Number of Average Exercise Contractual
Options Price Term
Outstanding, December 31, 20 598,10¢ $ 2.7t 7.71
Granted 188,13t $ 10.7:
Exercisec (159,26:) $ 1.67
Forfeited or expiret (57,070 $ 2.4t
Outstanding, December 31, 20 569,91 $ 5.72 7.8¢
Granted 974,58. $ 7.7¢
Exercisec (62,519 $ 1.2F
Forfeited or expiret (18,93) $ 6.47
Outstanding, December 31, 20 1,463,04. $ 7.2 8.51
As of December 31, 201
Vested and expected to vi 1,425,75. $ 7.2¢€ 8.5C
Exercisable 256,22° $ 4.47 6.44

The aggregate intrinsic value of options outstagduested and expected to vest, and exercisalibRecember 31, 2011 is approximately
$1.9 million, $1.8 million and $1.2 million, resgaely. The aggregate intrinsic value of optionsstanding, vested and expected to vest, and
exercisable as of December 31, 2012 is approxim&tkb million, $1.5 million and $1.0 million, resgtively. The aggregate intrinsic value of
options outstanding, vested and expected to vedterercisable as of December 31, 2013 is apprdgiyndl.4 million, $1.4 million and

$1.0 million, respectively.

The weighted-average, grant-date fair value ofappstigranted for the years ended December 31, 2012, and 2013 was $3.64, $6.85, and
$4.98 per share, respectively. The total fair valiithe underlying Common Stock related to shanasvested during the years ended
December 31, 2011, 2012 and 2013 was approxim@idig,000, $218,000, and $512,000, respectively tdta intrinsic value of options
exercised amounted to approximately $262,000, $D08 and $377,000, respectively, during the yeadee December 31, 2011, 2012 and
2013. As of December 31, 2012 and 2013, the totaaognized compensation expense, net of relatéeitioe estimates, was approximately
$1,651,000 and $4,611,000, respectively, whichabmpany expects to recognize over a weighted-aegragod of 3.06 and 2.94 years,
respectively.

12. Loss per Share

Basic loss per common share is determined by digithiss attributable to common stockholders bywbhighted-average number of common
shares outstanding during the period, without aersition of common stock equivalents. Diluted lpssshare is computed by dividing the
attributable to common stockholders by the weiglzteerage number of common share equivalents odisigifor the period. The treasury
stock method is used to determine the dilutiveatfté the Company's stock option grants, SARS, m@EEmMployee Stock Purchase Plan
(ESPP) awards and warrants, and the if-convertédades used to determine the dilutive effect & @ompany's Notes and Series A
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Preferred Stock. The following common stock equengd were excluded in the calculation of dilutesklper share because their effect would
be anti-dilutive as applied to the loss from couitiy operations applicable to common stockholderste periods ending December 31, 2013
2012 and 2011:

Year Ended December 31

2013 2012 2011
Shares Underlying Convertible Senior Secured N 6,219,78: — —
Series A Preferred Stoc — 4,049,86. 12,249,99
Warrants to purchase Series A Preferred Stock/Camrr
Stock 13,38¢ 21,09( 143,74¢
Stock Options, Stock Appreciation Rights, and Nested
Stock Options 151,73’ 256,93¢ 598,10¢
13. Income Taxes
The components of the income tax benefit were k®adpin thousands:
Year Ended
December 31,
2013 2012 2011
Current
Federal $ — $ — $ 14,09
State — — 2,15¢
Deferred
Federal — — —
State — — —
Total $ — $ — §$ 16,24

For the years ended December 31, 2013, 2012 arid #@dre was a $0 million, $0 million and $16.2lioil benefit for federal or state income
taxes based on continuing operations, respectivetgconciliation of the expected income tax beinadimputed using the federal statutory
income tax rate to the Company's effective incoaxerate is as follows, in thousands:

Year Ended December 31

2013 2012 2011
Income tax (benefit) computed at federal statutaryrate $ (32,28 $ (16,270 $ (13,419
Permanent item 34C 39¢ 57
State taxe (4,772 (2,487) (2,15%
Change in valuation allowan: 31,52¢ 18,75« —
Uncertain tax positio 5,411 (64) 12¢
Research and development cre (15€) — (857)
Other (63) (329) —
Income tax benef $ — $ — $ (16,24)
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13. Income Taxes (Continued)

In 2011, the Company recorded pre-tax income fr@oahtinued operations of approximately $93.3 williwhich resulted in income tax
expense from discontinued operations of approxilp&&6.8 million. This income tax expense from distnued operations was completely
offset by a $16.2 million income tax benefit gettedsfrom the 2011 loss from continuing operationd tne utilization of net operating loss
carryforwards.

In assessing the realizability of deferred tax sseanagement considers whether it is more litedy not that some or all of the deferred tax
assets will not be realized. The ultimate real@atf the deferred tax assets is dependent upogetheration of future taxable income during
the periods in which the net operating loss (NQdrrygforwards are available. Management considageted future taxable income, the
scheduled reversal of deferred tax liabilities, amdilable tax planning strategies that can beemyginted by the Company in making this
assessment. Based upon the level of historicabtexacome and projections for future taxable ineasuer the periods in which the NOL
carryforwards are available to reduce income t@essble, management has established a full vatuatiowance.

As of December 31, 2013, the NOL carryforwards anted to approximately $144.3 million ($58.0 millitax effected) and will expire in
various years beginning in 2030. As of December2813, the Company has available research andajeweht credit carryforwards of
approximately $4.2 million, which expire, if unusetiarting 2025. The use of the Company's NOL ¢arwards and research and developn
credits may be restricted due to changes in Compamership. Additionally, despite the NOL carryfamds, the Company may have a future
tax liability due to an alternative minimum taxstate tax requirements. The Company paid no indewes in the years ended December 31,
2013, 2012 or 2011.
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13. Income Taxes (Continued)

The deferred tax benefit has been entirely offgatdduation allowances. The significant componearithe Company's deferred tax assets
(liabilities) were as follow, in thousands:

As of December 31

2013 2012
Deferred tax asset
Net operating loss carryforwa $ 58,047 $ 32,71
Deferred rent cred 61% 477
Accrued compensation and r-qualified stock option 1,98¢ 59
Deferred financing cos 31¢ —
Depreciation and amortizatic 337 282
Research and development cre 4,167 3,901
Capitalized overhead into inventory (UNICAP 8§26 282 —
Other 151 78¢
Valuation allowanct (59,827 (38,227)
Net deferred tax ass 6,081 —
Deferred tax liability:
Debt discount on convertible not (6,08]) —
Net deferred taxe $ 0 % 0

The Company accounts for uncertain tax positionsyant to the guidance in FASB ASC Topic 7H@ome TaxesThe Company recognizes
interest and penalties related to uncertain taxipas, if any, in income tax expense. As of Decembtil, 2013 and 2012, the Company did nof
accrue any interest related to uncertain tax postiThe Company's income taxes have not beencstbjexamination by any tax jurisdictions
since its inception. Due to NOL and research angtldpment credit carryforwards, all income tax retufiled by the Company are subject to
examination by the taxing jurisdictions. The neammpe during the year ended December 31, 2013ahvaluation allowance of approximately
$21.6 million is primarily due to an increase il tNOL carryforward related to the 2013 net lossnfiapntinuing operations.

A reconciliation of the beginning and ending amoefngross unrecognized tax benefits is as follawshousands:

Year Ended
December 31,
2013 2012 2011
Balance as of January $ 68t $ 752 $ 64z
Gross increases related to p-year tax position 23 — —
Gross increases (decrease) related to current-y:
tax positions 9,117 (64) 11C
Balance as of December $ 9,82t $ 68t $ 75z
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13. Income Taxes (Continued)

The Company believes that its uncertain tax passtiwould not result in adjustments to its effectiveome tax rate because likely
corresponding adjustments to deferred tax assattvib@ offset by adjustments to recorded valuaditmwances.

14. Commitments and Contingencies

The Company has concurrent leases for office dmdpace that extend through April 2018. The Compaay elect to extend the term of the
leases for an additional fingear term. The leases provide for a tenant impr@rdgrallowance of approximately $1.8 million in aggate. As o
December 31, 2013, 2012 and 2011, approximately $dlion, $0.3 million, and $0.5 million, respeatiy, of the allowance has been utilized
and included in fixed assets and deferred rent.

Rent expense for the years ended December 31, 2013,and 2011 was approximately, $1,020,000, $805,and $906,000, respectively.
Future minimum lease payments under non-cancetgd@eating leases as of December 31, 2013 arelaw/§lin thousands:

Year ending December 3

2014 $ 1,11¢
2015 1,14C
2016 1,167
2017 1,18¢
Thereaftel 402

$ 5,00¢

The Company has obtained exclusive licenses fram plarties for proprietary rights to support threguct candidates in the Company's
psychiatry portfolio. Under license agreements wifacta Pharmaceuticals, Inc. (Afecta), the Complaay an exclusive option to evaluate
Afecta's CNS pipeline and to obtain exclusive waittk rights to selected product candidates, indgdin exclusive license to SPN-810. The
Company does not owe any future milestone paynfenSPN-810. The Company is obligated to pay régalto Afecta based on worldwide
net sales of each of these products in the lowisidigits.

The Company has also entered into a purchase mdgr@ement with Rune Healthcare Limited (Runélene the Company obtained the
exclusive worldwide rights to a product conceptifrRune. There are no future milestone paymentsgtirfRune under this agreement. If the
Company receives approval to market and sell aogiymts based on the Rune product concept for SEINtB® Company is obligated to pay
royalties to Rune based on net sales worldwidaerdw single digits.

15. Employee Benefit Plan

On January 2, 2006, the Company established therBup Pharmaceuticals, Inc. 401(k) Profit Sharilagn Rthe 401(k) Plan) for its employees
under Section 401(k) of the Internal Revenue C@tml€). Under the 401(k) Plan, all full-time emplegavho are at least 21 years old are
eligible to participate in the 401(k) Plan. Emplegenay participate starting on the first day ofrirenth following
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15. Employee Benefit Plan (Continued)
employment. Employees may contribute up to theslesE90% of eligible compensation or the appliedbhit established by the Code.

Employees are 100% vested in their contributiorthéo401(k) Plan. The Company matches 100% of icfimnt's contribution for the first 3
of their salary deferral and matches 50% of the 8@k of their salary deferral. As determined by Board, the Company may elect to make a
discretionary contribution not exceeding 60% of éineual compensation paid to all participating emeés. The Company's contributions to
the 401(k) Plan approximated $645,000, $323,000 267,000 for the years ended December 31, 2@12 a@nd 2011, respectively.

16. Related-Party Transactions

In December 2011, the Company entered into a Unitiase Agreement with Royalty Opportunities S@RDS") (see Note 9). Pursuant to
the Unit Purchase Agreement, the Company sold 160# equity interests in TCD to ROS for a caskimpant of $27.0 million upon closing,
assumption of assets and liabilities, and a patentilestone payment of $3.0 million payable uploa dccurrence of certain conditions. ROS i
an affiliate of Orbimed Advisors LLC, one of the@pany's Common Stock holders.

17. Collaboration Agreements
United Therapeutics

The Company has a license agreement with Unitedapleertics to use one of its proprietary technokfe an oral formulation of Remodulin
for the treatment of pulmonary arterial hypertensaad potentially for additional indications. ThgbuDecember 31, 2013, the Company has
received $1.5 million in pre-commercial milestorsyments under the agreement. On December 20, 26it&dJrherapeutics announced that
the FDA had approved Orenitram (treprostinil). Téwench of this product is expected to be in 201Hdictv will trigger a milestone payment d
to the Company of $2.0 million. Remaining milestq@ayments could total approximately $4.0 million flee development of additional
treprostinil diethanolamine products for a secamtigation. If United Therapeutics receives apprawaharket and sell oral treprostinil
diethanolamine for additional indications and/oy additional combination products that utilize thempany's technologies, the Company will
receive royalties in the low to mid single digitssled on net sales worldwide. The Company's licagsgement with United Therapeutics will
expire, on a country-by-country and product-by-preichasis, 12.5 years from the first commerciag dleach product in such country. United
Therapeutics may terminate, at its option, the emgent for a technical, strategic or market-rela@ase after giving the Company a reasonabl
opportunity to cure. The Company may terminateaiipeement if, after having launched a productéountry, United Therapeutics or its sub-
licensee discontinues the sale of such produd fmolonged period of time for reasons unrelatefditoe majeure, regulatory or safety issues.
In addition, either party may terminate the agrestnfier the material, uncured breach by the othetymnd in certain events of bankruptcy or
insolvency of the other party.
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17. Collaboration Agreements (Continued)
Stendhal License

In August 2011, we executed a Development and ksiognAgreement with Especificos Stendhal, S.A.,QF. (Stendhal) that provided
Stendhal an exclusive license to our licensedladtlal property underlying our Oxtellar XR produeatMexico, Venezuela, Colombia and
other select markets in Central and South Amefiiba. agreement included the right to our patentsgpnetary information, and know-how of
our drug-delivery technology and pharmaceuticatipobd underlying our Oxtellar XR product. Stendlsatésponsible for all costs associated
with clinical development, approval, commercialiaatand distribution of the product in the defirtedritory, which may be expanded upon
certain events. We have received $1.5 million fist@ndhal, which is being recognized as revenuesira@ht-line basis over the substantive
obligation period until approval, which is estiméte be June 2014. We monitor this estimate onaatgrly basis to determine if facts and
circumstances may have changed that would requrespective adjustment of the recognition perit'é. may receive up to $2.3 million in
additional milestone payments, based on certainlaégyy and commercial milestones defined in theament. As of December 31, 2013,
$0.1 million of up-front license payments were melea as deferred revenue.

In September 2012, the Company executed a Develapanel Licensing Agreement (Stendhal License Agesgjrwith Stendhal that provids
Stendhal with an exclusive license of the Compalisemnsed intellectual property underlying the Tenli XR product in the defined territory.
The license included the right to the Company'sqat proprietary information, and know-how of @empany's drug-delivery technology and
pharmaceutical product underlying its Trokendi Xf@quct. Stendhal is responsible for all costs a@ased with clinical development, approval,
commercialization and distribution of the producthe defined territory. The Company received $iillon cash that is being recognized as
revenue on a straight-line basis over its substarbligation period of twelve years. As of DecemBg, 2013, approximately $1.6 million of
this amount was recorded as deferred revenue. dhg@ny monitors this estimate on a quarterly basitetermine if facts and circumstances
may have changed that would require a prospectijpestment to the recognition period. The Company negeive up to an additional

$1.8 million in future milestone payments, basedertain milestones defined in the Stendhal Licekgeement.
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18. Quarterly Financial Information (unaudited)

Quarterly financial information for fiscal 2013 aB612 are presented in the following table, in gands, except per share data, unaudited:

15t Quarter 2" Quarter 3™ Quarter 4™ Quarter

2013

Revenue $ 147 $ 281 $ 1257 $ 10,33¢
Total costs and expens 18,05¢ 15,76( 18,43: 21,69:
Operating los: (17,909 (15,479 (17,17Y (11,35))
Net loss (18,41 (27,35)) (24,09¢) (22,409
Net loss per share, basic and dilu (0.60 (0.89 (0.7¢) (0.65)
2012

Revenue $ 20€ ¢ 91 % 91 ¢ 1,09(
Total costs and expens 8,08¢ 9,34¢ 12,38: 13,83¢
Operating los! (9,277) (10,019 (13,487 (13,517
Net loss (9,277) (10,019 (13,489 (13,51
Net loss per share, basic and dilu (6.05) (0.67) (0.55) (0.57)

19. Subsequent Events

During the period from January 1, 2014 to March2@1,4 holders of the Notes converted approxim&i@l$ million of the Notes and we
issued a total of approximately 1.8 million shasésommon stock in conversion of the principal amioaf the Notes and accrued interest
thereon, and issued an additional 0.3 million shafeeommon stock in settlement of the interestenakole provision related to the converted
Notes.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE.
Not applicable.
ITEM 9A. CONTROLS AND PROCEDURES.
CEO/CFO Certifications

Attached to this Annual Report on Form 1@sExhibits 31.1 and 31.2, there are two certifics, or the Section 302 certifications, one
by each of our Chief Executive Officer, or CEO, amudl Chief Financial Officer, or CFO. This Item @Antains information concerning the
evaluation of our disclosure controls and proceslared internal control over financial reportingttisareferred to in the Section 302
Certifications and this information should be réadonjunction with the Section 302 Certificatidios a more complete understanding of the
topics presented.

Evaluation of Disclosure Controls and Procedures

Our management, including our CEO and Gf&3,evaluated the effectiveness of our disclosamérals and procedures as of
December 31, 2013. Our disclosure controls andeglaes are designed to provide reasonable assutaidle information required to be
disclosed in this Annual Report on Form 10-K hasrbappropriately recorded, processed, summarizédegorted within the time periods
specified in the Securities and Exchange Commissioifes and forms, and that such information euawlated and communicated to our
management, including our CEO and CFO, to alloveljnulecisions regarding required disclosure. Basethat evaluation, our CEO and Cl
have concluded that our disclosure controls andquhores are effective at the reasonable assureweketd ensure that material information
relating to the company and our consolidated sidr$éd is made known to management, including tB®@nd CFO, on a timely basis and
during the period in which this Annual Report oniadl0-K was being prepared.

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceslas defined in Rules 13a-15(e) and 15d-15(#)eoSecurities Exchange Act of 1934, as
amended, or the Exchange Act. Our disclosure clenaired procedures are designed to provide reasmaablrance that information require
be disclosed by us in the reports we file or suhmder the Exchange Act is recorded, processednsuired and reported within the time
periods specified in the Securities and Exchangar@ission's rules and forms, and that such infolwnais accumulated and communicated to
our management, including our Chief Executive @ffiand our Chief Financial Officer, as appropriatallow timely decisions regarding
required disclosures.

We conducted an evaluation, and underdpersision and with the participation of our managat, including the Chief Executive
Officer and Chief Financial Officer, of the effa@hness of the design and operation of our disobosantrols and procedures pursuant to
Rules 13a-15(b) and 15d-15(b) under the ExchangeBe&sed on this evaluation, our Chief Executivéd@f and Chief Financial Officer
concluded that our disclosure controls and procesiurere effective at the reasonable assurancedswd|December 31, 2013.

Our management, including the Chief Exeeu@®fficer and Chief Financial Officer, does nopegt that our disclosure controls and
procedures or our internal control over financedarting will prevent all error and all fraud. Artool system, no matter how well designed
operated, can provide only reasonable, not absa@sseirance that the objectives of the controksystre met. Because of the inherent
limitations in all control systems, no evaluatidrcontrols can provide
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absolute assurance that all control issues andniass of fraud, if any, within our company haverbéetected.
Changes in Internal Control over Financial Reportirg

Our management, including our CEO and G#&3,evaluated any changes in our internal conte financial reporting that occurred
during the quarterly period ended December 31, 2848 has concluded that there was no change¢hatred during the quarterly period
ended December 31, 2013 that has materially affecteis reasonably likely to materially affectranternal control over financial reporting.

Management Report on Internal Control over Financid Reporting

The management of the Company is respafiblestablishing and maintaining adequate interoatrol over financial reporting. Intern
control over financial reporting is defined in Rdl@a-15(f) or 15d-15(f) promulgated under the SitiesrExchange Act of 1934, as amended,
as a process designed by, or under the supena§iaur CEO and CFO and effected by the Comparggscof directors, management and
other personnel, to provide reasonable assurageediag the reliability of financial reporting atfie preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles and includes those sliand procedures that:

. pertain to the management of records that in redslerdetail accurately and fairly reflect the ti@et®ns and dispositions of the
assets of the Company;

. provide reasonable assurance that transactions@eded as necessary to permit preparation ofiiahstatements in
accordance with generally accepted accounting iptes; and that receipts and expenditures of theg2my are being made
only in accordance with authorizations of manageraed directors of the Company; and

. provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, es@lisposition of the
Company's assets that could have a material affetite financial statements.

Because of its inherent limitations, intdroontrol over financial reporting may not preventletect misstatements. Projections of any
evaluation of effectiveness to future periods agject to the risk that controls may become inadegijbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate. All internal control systentsmatter how well designed, have
inherent limitations. Therefore, even those systdaisrmined to be effective can provide only reabtmassurance with respect to financial
statement preparation and presentation.

The Company's management assessed théwdfexss of the Company's internal control ovearficial reporting as of December 31, 2(
In making this assessment, the Company's managersedthe criteria set forth by the Committee afi®wring Organizations of the
Treadway Commission, or COSO, in Internal Contrakgrated Framework.

Based on our assessment, management lketleate as of December 31, 2013, the Company'shalteontrol over financial reporting is
effective based on those criteria.

As an Emerging Growth Company, as definedien the terms of the Jobs Act of 2012, the Comigangependent registered public
accounting firm is not required to issue a reporttee internal control over financial reporting.

ITEM 9B. OTHER INFORMATION.
Not applicable.
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE.

The information required by this item isanporated by reference to the similarly namedieecif our Proxy Statement for our 2014
Annual Meeting to be filed with the Securities d&wthange Commission not later than 120 days afteebber 31, 2013.

ITEM 11. EXECUTIVE COMPENSATION.

The information required by this item isanporated by reference to the similarly namedieecif our Proxy Statement for our 2014
Annual Meeting to be filed with the Securities d&xthange Commission not later than 120 days afteebber 31, 2013.

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

The information required by Item 201(d)R¥gulation S-K is set forth below. The remaindethefinformation required by this Item 12 is
incorporated by reference from our definitive pretgitement for our 2014 Annual Meeting to be fildth the Securities and Exchange
Commission not later than 120 days after DecembgeP@13.

The following table shows the number ofisiies that may be issued pursuant to our equtypensation plans (including individual
compensation arrangements) as of December 31, 2013:

Equity Compensation Plan Information

Number of securities
remaining available for

Number of securities future issuance under
to be issued upon Weighted-average exercist equity compensation plans
exercise of price of outstanding (excluding securities
outstanding options, options, warrants and reflected in the first
Plan category warrants and rights(1) rights(1) column(2))

Equity compensation pla

approved by security

holders 1,463,04. $ 7.27 1,380,54.
Equity compensation pla

not approved by secur

holders — — —

Total 1,463,04. $ 7.21 1,380,54.

(1)  The securities that may be issued are shares @dhgany's Common Stock, issuable upon converdiontsetanding
stock options.

(2)  The securities that remain available for future@&se are issuable pursuant to the 2012 EquityntiveePlan.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS, AND DIRECTOR INDEPENDENCE.

The information required by this item isamporated by reference to the similarly namedisedf our Proxy Statement for our 2014
Annual Meeting to be filed with the Securities d&thange Commission not later than 120 days aféeeber 31, 2013.
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.

The information required by this item isdmporated by reference to the similarly namedisedaf our Proxy Statement for our 2014
Annual Meeting to be filed with the Securities d&wthange Commission not later than 120 days afteebber 31, 2013.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(@ (1) Index to consolidated Financial Statements

The Financial Statements listed in the ¥nideConsolidated Financial Statements are filegaas of this Annual Report on Form K0-See
Part Il, Item 8, "Financial Statement and SuppleiamgnData.™

(a) (2) Financial Statement Schedules

Other financial statement schedules foryers ended December 31, 2013 and 2012 have ba#adsince they are either not required,
not applicable, or the information is otherwiselinied in the consolidated financial statement$ierotes to consolidated financial statement:

(@ (3) Exhibits
The Exhibits listed in the accompanying lBkHndex are attached and incorporated hereireigrence and filed as part of this report.
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SIGNATURES

Pursuant to the requirements of SecuritBesr 15(d) of the Securities and Exchange Acta#4] as amended, the Registrant has duly
caused this report to be signed on its behalf byutidersigned, thereunto duly authorized.

SUPERNUS PHARMACEUTICALS, INC.

By: /sl JACK A. KHATTAR

Name: Jack A. Khatta
Title: President and Chief Executi
Officer

Date: March 21, 2014

Pursuant to the requirements of the Seesriict of 1934, as amended, this report has bigeed by the following persons on behalf of
the registrant and in the capacities and the datiésated below:

Signature Title Date

President and Chief Executive Offic
and Director (Principal Executive March 21, 2014
Officer)

/sl JACK A. KHATTAR

Vice President and Chief Financial
Officer (Principal Financial Officer March 21, 2014
and Principal Accounting Office

/sl GREGORY S. PATRICK

/s/ M. JAMES BARRETT, PH.D. Director and Chairman of the Board March 21, 2014

/sl FREDERICK M. HUDSON

Director March 21, 2014

/sl CHARLES W. NEWHALL, Ill . March 21, 2014
/s/ WILLIAM A. NUERGE Director March 21, 2014
/s| JOHN M. SIEBERT, PH.D. . March 21, 2014
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Exhibit
Number

EXHIBIT INDEX

Description

3.1

3.2*

4.1*

4.3

4.4*

4.¢

4.7

4.8

Amended and Restated Certificate of Incorporatibthe Registrant (incorporated by
reference to Exhibit 3.1 to the Company's RegistnaStatement on Form S-1, File
No. 33:-184930, as amended on November 28, 2(

Amended and Restated By-laws of the Registrantoiporated by reference to
Exhibit 3.2 to the Company's Registration Statenoenform S-1, File No. 333-184930,
as amended on November 28, 20:

Specimen Stock Certificate evidencing the shafesommon stock (incorporated by
reference to Exhibit 4.1 to the Company's RegistneStatement on Form S-1, File
No. 33:-171375, as amended on March 16, 20

Secured Promissory Note, dated as of Januar2@8l, between the Registrant and
Oxford Finance Corporation (incorporated by refeeeto Exhibit 4.2 to the Company's
Registration Statement on Form S-1, File No. 33B3YB, as amended on February 8,
2011.)

Secured Promissory Note, dated as of Januar2@8l, between the Registrant and
Compass Horizon Funding Company LLC (incorporatgedeference to Exhibit 4.3 to
the Company's Registration Statement on Form SlelNe. 3334171375, as amended
February 8, 2011

Form of Amended and Restated Warrant to Purchas 3ssued in connection with 1
Loan and Security Agreement, dated as of Decenthe2(®L1, by and among the
Registrant, Oxford Finance LLC (successor in irgete Oxford Finance Corporation),
as collateral agent and lender and Horizon Crédit C (successor in interest to
Compass Horizon Funding Company LLC), as lendenfiporated by reference to
Exhibit 4.4 to the Company's Registration StatenoenForm S-1, File No. 333-171375,
as amended on February 14, 20:

Secured Promissory Note-1 (Term B Loan), datedfd3ecember 30, 2011, between the
Registrant and Oxford Finance LLC (successor ieradt to Oxford Finance
Corporation) (incorporated by reference to Exhibit to the Company's Registration
Statement on Form-1, File No. 33-171375, as amended on February 14, 2(

Secured Promissory Note-2 (Term B Loan), datedfd3ecember 30, 2011, between the
Registrant and Oxford Finance LLC (successor ieradt to Oxford Finance
Corporation) (incorporated by reference to Exhibit to the Company's Registration
Statement on Form-1, File No. 33-171375, as amended on February 14, 2(

Secured Promissory Note (Term B Loan), datedfd3ecember 30, 2011, between the

Registrant and Compass Horizon Funding Company (ih€brporated by reference to

Exhibit 4.7 to the Company's Registration StatenoenForm S-1, File No. 333-171375,
as amended on February 14, 20:

Form of Warrant to Purchase Stock, issued in eation with the First Amendment to
the Loan and Security Agreement, dated as of Deee 2011, by and among the
Registrant, Oxford Finance LLC (successor in irgete Oxford Finance Corporation)
and Compass Horizon Funding Company LLC (incorpatdtty reference to Exhibit 4.8
to the Company's Registration Statement on Formfle No. 333-171375, as amended
on February 14, 2012

Indenture dated as of May 3, 2013 by and betwiberCompany and U.S. Banks
National Associates, as Trustee and Collateral Aeoorporated by reference
Exhibit 4.1 to the Form-K filed on May 9, 2013, File No. 0-35518).
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Exhibit
Number

Description

4.1C

4171

4.1

10.1*

10.2*

10.&

10.4

10.2

10.€

10.7

10.&

10.¢

10.1(t*

Form of 7.50% Convertible Senior Secured Note 20&9 (incorporated by reference to
Exhibit 4.2 to the From-K filed on May 9, 2013, File No. 0-35518).

Security and Pledge Agreement dated as of M&033 between the Company and U.S.
Bank National Association, as Collateral Agent @rorated by reference to Exhibit 4.2
to the Form -K filed on May 9, 2013, File No. 0-35518).

First Supplemental Indenture dated as of Oct@4¢12013 by and between the Company
and U.S. Bank National Association as Trustee amithteral Agent (incorporated by
reference to Exhibit 4.1 to the Forr-K filed on October 24, 2013, File No. (-35518).

2005 Stock Plan and form agreements thereundeoi(porated by reference to
Exhibit 10.1 to the Company's Registration StateroarForm S-1, File No. 33871375
as amended on December 23, 20

Supplemental Executive Retirement Plan (incorpatdy reference to Exhibit 10.2 to
the Company's Registration Statement on Form SlelNe. 333471375, as amended
December 23, 2011

Employment Agreement, dated as of December 20528y and between the Registrant
and Jack Khattar (incorporated by reference toliixhD.3 to the Company's
Registration Statement on Form S-1, File No. 33B3¥B, as amended on December 23,
2011).

Stock Restriction Agreement, dated December PR52 by and between the Registrant
and Jack Khattar (incorporated by reference toliixhD.4 to the Company's
Registration Statement on Form S-1, File No. 33B3'B, as amended on December 23,
2011).

Lease, dated as of April 19, 1999, by and betw&RE Acquisitions, LLC and Shire
Laboratories Inc. (incorporated by reference toikixi0.5 to the Company's
Registration Statement on Form S-1, File No. 33B3I'B, as amended on December 23,
2011).

First Amendment to Lease, dated as of Novemb@002, by and between ARE
Acquisitions, LLC and Shire Laboratories Inc. (inporated by reference to Exhibit 10.6
to the Company's Registration Statement on Formfld. No. 333-171375, as amended
on December 23, 2011

Second Amendment to Lease, dated as of Decenth@(®5, by and among ARE-East
Gude Lease, LLC, Shire Laboratories Inc. and SupeRharmaceuticals, Inc.
(incorporated by reference to Exhibit 10.7 to thmrPany's Registration Statement on
Form &1, File No. 33-171375, as amended on December 23, 2(

Third Amendment to Lease, dated as of Novembe2R40, by and between ARE-East
Gude Lease, LLC and the Registrant (successortémnest to Shire Laboratories Inc.)
(incorporated by reference to Exhibit 10.8 to tlerpany's Registration Statement on
Form &-1, File No. 33-171375, as amended on December 23, 2(

Investor Rights Agreement, dated as of DecembeR@25, by and among the Registr
and the holders of shares of Series A convertitdéepred stock identified therein, as
amended (incorporated by reference to Exhibit 1®e Company's Registration
Statement on Form-1, File No. 33-171375, as amended on December 23, 2(

Asset Purchase and Contribution Agreement, daseof December 22, 2005, by and
among the Registrant, Shire Laboratories Inc. dneSlc (incorporated by reference to
Exhibit 10.10 to the Company's Registration Stat&ne Form S-1, File No. 333-
171375, as amended on March 16, 20
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Guanfacine License Agreement, dated as of Deeer2d, 2005, by and among the
Registrant, Shire LLC and Shire plc, as amendezb(jyorated by reference to
Exhibit 10.11 to the Company's Registration Statga Form S-1, File No. 333-
171375, as amended on March 16, 20

Exclusive License Agreement, dated as of Jurg966, by and between the Registrant
and United Therapeutics Corporation (incorporatgdeference to Exhibit 10.12 to the
Company's Registration Statement on Form S-1,Nle333-171375, as amended on

March 16, 2012)

Exclusive Option and License Agreement, dated aspoit 27, 2006, by and between
Registrant and Afecta Pharmaceuticals, Inc. (ino@ted by reference to Exhibit 10.13
to the Company's Registration Statement on Formfle No. 333-171375, as amended
on March 16, 2012,

Purchase and Sale Agreement, dated as of JWt@08, by and between the Registrant
and Rune Healthcare Limited (incorporated by refeeeto Exhibit 10.14 to the
Company's Registration Statement on Form S-1,Nle333-171375, as amended on
March 16, 2012)

Exclusive License Agreement, dated as of Novar@2h@007, by and between the
Registrant and Afecta Pharmaceuticals, Inc. (ino@ted by reference to Exhibit 10.15
to the Company's Registration Statement on FormmlelNo. 333-171375, as amended
on March 16, 2012

Indenture, dated as of April 15, 2008, by andnmetn TCD Royalty Sub LLC, as issuer
of the non-recourse notes, and U.S. Bank Natiosabaiation, as initial trustee of the
non-recourse notes (incorporated by reference hibix10.16 to the Company's
Registration Statement on Form S-1, File No. 33B3¥B, as amended on March 16,
2012).

Loan and Security Agreement, dated as of JanRér®2011, by and among the
Registrant, Oxford Finance Corporation, as colitagent and lender, and Compass
Horizon Funding Company LLC, as lender (incorpaiiaig reference to Exhibit 10.17
the Company's Registration Statement on Form SlelNe. 3334171375, as amended
February 8, 2011

First Amendment to Loan and Security Agreemeated as of December 30, 2011, by
and among the Registrant, Oxford Finance LLC (ssmmein interest to Oxford Finance
Corporation), as collateral agent and lender, amahi@ass Horizon Funding

Company LLC, as lender (incorporated by referendexhibit 10.18 to the Company's
Registration Statement on Form S-1, File No. 33B3I'B, as amended on February 14,
2012).

Unit Purchase Agreement, dated December 14, 200 4nd between the Registrant and
Royalty Opportunities S.ar.l (incorporated by refere to Exhibit 10.19 to the
Company's Registration Statement on Form S-1,Nele333-171375, as amended on
February 14, 2012

Form of Indemnification Agreement (incorporategreference to Exhibit 10.20 to the
Company's Registration Statement on Form S-1,Nle333-171375, as amended on
February 14, 201:

Offer Letter, dated June 7, 2005, to Dr. Jones YWaB from the Registrant (incorpora
by reference to Exhibit 10.21 to the Company's Regfion Statement on Form S-1, File
No. 33:-171375, as amended on March 16, 20
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Offer Letter, dated June 10, 2005, to Dr. Padrbarfa. Bhatt from the Registrant
(incorporated by reference to Exhibit 10.22 to@wmpany's Registration Statement on
Form &-1, File No. 33-171375, as amended on March 16, 20

Amended and Restated Employment Agreement, dagbduary 29, 2012, by and
between the Registrant and Jack Khattar (incorpdray reference to Exhibit 10.23 to
the Company's Registration Statement on Form SlelNe. 3334171375, as amended
March 16, 2012)

Consulting Agreement, dated March 13, 2012, by between Paolo Baroldi and the
Registrant (incorporated by reference to Exhibi2@o the Company's Registration
Statement on Form-1, File No. 33-171375, as amended on March 16, 20

Supernus Pharmaceuticals, Inc. 2012 Equity IreerRlan (incorporated by reference to
Exhibit 10.25 to the Company's Registration Stat&ne Form S-1, File No. 333-
171375, as amended on April 11, 20!

Form of Time-Based Incentive Stock Option Agreetnender the Supernus
Pharmaceuticals, Inc. 2012 Equity Incentive Plandiporated by reference to
Exhibit 10.26 to the Company's Registration Statga Form S-1, File No. 333-
171375, as amended on April 11, 20!

Form of Non-Statutory Time-Based Stock Option égment under the Supernus
Pharmaceuticals, Inc. 2012 Equity Incentive Plandiporated by reference to
Exhibit 10.27 to the Company's Registration Stat&noe Form S-1, File No. 333-
171375, as amended on April 11, 20!

Supernus Pharmaceuticals, Inc. 2012 EmployeekSeocchase Plan (incorporated by
reference to Exhibit 10.28 to the Company's Regjisin Statement on Form S-1, File
No. 33%-171375, as amended on April 11, 201

Amendment No. 2 to Investor Rights Agreement daieril 6, 2012 by and among the
Registrant and the holders of shares of SeriesnAartible preferred stock identified
therein (incorporated by reference to Exhibit 1&@¢he Company's Registration
Statement on Form-1, File No. 33-171375, as amended on April 11, 20]

Offer letter to Stefan K.F. Schwabe dated June2P3 2 (incorporated by reference to
Exhibit 10.1 to the Company's quarterly reportditen Form 10-Q, File No. 001-35518,
on November 2, 2012

Commercial Supply Agreement, dated August 23,20y and among Patheon, Inc. and
the Company (incorporated by reference to ExhiBif o the Form 8-K filed on
February 7, 2013, File No., 3-171375).

Lease Agreement, dated February 6, 2013, by ammhg ARE-1500 East Gude, LLC
and the Compan

Commercial Supply Agreement dated December 5228y and among Catalent Pharma
Solutions, LLC and the Company (incorporated bgrafice to Exhibit 10.1 to the
Form &K filed on August 13, 2013, File No. 0-35518).

Compensatory Arrangements of Certain Executivéc®rs for 2014 (incorporated by
reference to the Form-K filed on January 27, 2014, File No. (-35518).

Code of Ethics
Subsidiaries of the Registrant (incorporated d&igrence to Exhibit 21.1 to the

Company's Registration Statement on Form S-1,Nle333-184930, as amended on
November 28, 2012
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101 INS**

101 SCH*

101 CAL**

101 DEP*
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Consent of Ernst & Young LL
Certification of Chief Executive Officer pursuantRule 13-14(a).
Certification of Chief Financial Officer pursuantRule 13-14(a).

Certification of Chief Executive Officer pursuaito 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the SarbOxley Act of 2002

Certification of Chief Financial Officer pursuaito 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

XBRL Instance Documen

XBRL Taxonomy Extension Schema Docume

XBRL Taxonomy Extension Calculation Linkbase Docuntn
XBRL Taxonomy Extension Definition Linkbase Docurhe
XBRL Taxonomy Extension Label/Linkbase Docume

XBRL Taxonomy Extension Presentation Linkbase Doentr

t Confidential treatment requested under 17 C.F.R0880(b)(4) and 230.406. The confidential portiohthis exhibit
have been omitted and are marked accordingly. ®hé&dential portions have been filed separatel\hwlite Securities

and Exchange Commission pursuant toGoafidential Treatment Request.

* Previously filed.

xk Filed herewith.

e Furnished herewitt
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EXHIBIT 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRbgistration Statement (Form S-8 No. 333-1814@@jgning to the 2005 Stock Plan, the
2012 Equity Incentive Plan, and the 2012 EmployeelSPurchase Plan of Supernus Pharmaceuticalsoflioeir report dated March 21, 2014,
with respect to the consolidated financial stateimehSupernus Pharmaceuticals, Inc., includedlimmannual Report (Form 10-K) for the year
ended December 31, 2013.

/sl Ernst & Young LLI

McLean, VA
March 21, 2014
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EXHIBIT 31.1
CERTIFICATION
[, Jack A. Khattar, certify that:
1. I have reviewed this Annual Report on FofirKlof Supernus Pharmaceuticals, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material facinoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statémend other financial information included ifstheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officeddrare responsible for establishing and maintgjmisclosure controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))imatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) designed such disclosure controls and praesdor caused such disclosure controls and proesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) designed such internal control over finanogglorting, or caused such internal control ovearficial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atiie preparation of financial stateme
for external purposes in accordance with geneeabepted accounting principles;

(c) evaluated the effectiveness of the regissatisclosure controls and procedures and preséntais report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation;
and

(d) disclosed in this report any change in thggsteant's internal control over financial repogtithat occurred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

5. The registrant's other certifying officeddrhave disclosed, based on our most recent ev@tuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(a) all significant deficiencies and material Weasses in the design or operation of internalrobotser financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

(b) any fraud, whether or not material, that ines management or other employees who have dis@tirole in the registrant's
internal control over financial reporting.

Date: March 21, 2014 By: /s/ JACK A. KHATTAR

Jack A. Khattar
President and Chief Executive Offic
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EXHIBIT 31.2
CERTIFICATION
I, Gregory S. Patrick, certify that:
1. I have reviewed this Annual Report on FofirKlof Supernus Pharmaceuticals, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material facinoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statémend other financial information included ifstheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officeddrare responsible for establishing and maintgjmisclosure controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))imatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) designed such disclosure controls and praesdor caused such disclosure controls and proesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) designed such internal control over finanogglorting, or caused such internal control ovearficial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atiie preparation of financial stateme
for external purposes in accordance with geneeabepted accounting principles;

(c) evaluated the effectiveness of the regissatisclosure controls and procedures and preséntais report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation;
and

(d) disclosed in this report any change in thggsteant's internal control over financial repogtithat occurred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

5. The registrant's other certifying officeddrhave disclosed, based on our most recent ev@tuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(a) all significant deficiencies and material Weasses in the design or operation of internalrobotser financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

(b) any fraud, whether or not material, that ines management or other employees who have dis@tirole in the registrant's
internal control over financial reporting.

Date: March 21, 2014 By: /s GREGORY S. PATRICK

Gregory S. Patrick
Vice President and Chief Financial Offic




QuickLinks
EXHIBIT 31.2

CERTIFICATION



QuickLinks-- Click here to rapidly navigate through this domnt

EXHIBIT 32.1

SUPERNUS PHARMACEUTICALS, INC.
CERTIFICATION PURSUANT TO
18 U.S.C. sec. 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Supernuartaceuticals, Inc. (the "Company") on Form 10-Ktfe year ended December 31, 2013
as filed with the Securities and Exchange Commissiothe date hereof (the "Report"), |, Jack A. #dra President and Chief Executive
Officer of the Company, certify, pursuant to 18 L Ssec. 1350, as adopted pursuant to Section & Garbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirertseaf section 13(a) or 15(d) of the Securities Exade Act of 1934; and

(2) The information contained in the Report faptesents, in all material respects, the finanmiadition and results of operations of
the Company.

Date: March 21, 2014 By: /s/ JACK A. KHATTAR

Jack A. Khattar
President and Chief Executive Offic
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EXHIBIT 32.2

SUPERNUS PHARMACEUTICALS, INC.
CERTIFICATION PURSUANT TO
18 U.S.C. sec. 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Supernuartaceuticals, Inc. (the "Company") on Form 10-Ktfe year ended December 31, 2013
as filed with the Securities and Exchange Commissinthe date hereof (the "Report"), I, GregorP&trick, Vice President and Chief
Financial Officer of the Company, certify, pursugmtl8 U.S.C. sec. 1350, as adopted pursuant tio8e306 of the Sarbanes-Oxley Act of
2002, that:

(1) The Report fully complies with the requirertseaf section 13(a) or 15(d) of the Securities Exae Act of 1934; and

(2) The information contained in the Report faptesents, in all material respects, the finanmadition and results of operations of
the Company.

Date: March 21, 2014 By: /s/ GREGORY S. PATRICK

Gregory S. Patrick
Vice President and Chief Financial Offic
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SUPERNUS PHARMACEUTICALS, INC. CERTIFICATION PURSUH TO 18 U.S.C. sec. 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANE-OXLEY ACT OF 2002



