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PART |
Forward-Looking Statements

This Annual report contains forward-looking statese Such statements include statements regardingxpectations, hopes, beliefs or
intentions regarding the future, including but limited to statements regarding our market, stsgtegmpetition, development plans
(including acquisitions and expansion), financirgyenues, operations, and compliance with appkcktls. Forward-looking statements
involve certain risks and uncertainties, and acteslilts may differ materially from those discussedny such statement. Factors that could
cause actual results to differ materially from statward-looking statements include the risks diésct in greater detail in the following
paragraphs. All forward-looking statements in thi€ument are made as of the date hereof, basedarmation available to us as of the date
hereof, and we assume no obligation to update @amyafd-looking statement. Market data used througtias Report is based on published
third party reports or the good faith estimatesahagement, which estimates are based upon th@mwef internal surveys, independent
industry publications and other publicly availaliiéormation. Although we believe that such souraesreliable, we do not guarantee the
accuracy or completeness of this information, archave not independently verified such information

Item 1. Business.
Overview — Primary Business

BioZone Pharmaceuticals, Inc. (“BioZone Pharmag, ‘tGompany” or “we”) through its wholly owned subsidiary, BioZone Lalorgs, Inc
(“BioZone Labs”), primarily is engaged in the busss of developing and manufacturing Over the Coyf®rC”) drug products and
cosmetic and beauty products on behalf of thirdiggrin addition, through its wholly owned subaiiks, Equalan LLC (“Equalan”) and
Baker Cummins Corp. (“Baker Cummins”) the Compararkets two lines of proprietary skin care produatgjer the brand names of
Glyderm® and Baker Cummin8, respectively. The Company’s other activitiedude the sale by its wholly owned subsidiary, Edneao
LLC (“Equachem”) of raw materials used in OTC dragel cosmetic products, and the research and geweltt of certain proprietary drug
delivery technology, designed to increase the bieokbarious generic pharmaceutical products bgriowing stability, bioavailability or
absorption. These activities, including in pafdecuthe research and development of our propsietewrg delivery technology (‘DDT"), are
not material to the Company’s business, finanaaldition or results of operation. Our DDT reseaaiod development activities are in an
early stage, having commenced during the year eDeéedmber 31, 2011, and have yet to generate zedghgent that has been tested in
combination with any drug in animals or humans undsting standards required by the US Food and Bdministration (“FDA”) for
submission for approval. More than 95% of the Comypmannual revenue for the years ended Decembe022,&hd 2011 and investmen
property plant and equipment is related to the Cags OTC drug product and cosmetic and beautyymoehanufacturing business. The
Company generated $17.2 million and $12.6 millibsales during the years ended December 31, 204 2@, respectively, of which $1¢
million or 94% and $11.6 million or 92%, respectiyavere generated by BioZone Labs from its thiatity contract manufacturing business.
The Company operates under a single segment.

On February 22, 2013 and March 7, 2013, we ligeid&quachem and Equalan, respectively, and traadféreir activities to BioZone Labs
in an effort to reduce selling and administratixpenses.

BioZone Labs is registered with the FDA as a drumufacturer. We manufacture OTC drug and cosmetidyzts in a 20,000 s.f., certified
good manufacturing practice (“cGMP”) facility loeat at 580 Garcia Avenue, Pittsburg, CA. We fillckege and store these products at a
60,000 sq. ft. packaging and warehouse facilitated at 701 Willow Pass Road, Pittsburg, CA. Wentadi a full range of high to moderate
speed filling and packaging equipment, capablédlofd jars, tubes, and bottles with creams, lotiparal solutions and serums. We employ
scientists and chemists for product developmetgssing and testing, and quality control & asstegrofessionals for monitoring
compliance with government regulations and adherémcustomer specifications. Primarily, our custosrare United States regional and
national distributors and retailers of healthcare beauty products.




The Company owns a 45% interest in BetaZone LaboestLLC (“BetaZone”) which is engaged in the depenent, sale and license of
pharmaceutical and cosmetic products in Latin AozerEquachem licenses the Company’s proprietaryo@aS™ technology to BetaZone
and other pharmaceutical manufacturers in exchtorgmles based royalties. BetaZone has yet t@apgynaterial royalties to Equachem &
has yet to generate any significant sales or le@ayments from products using our licensed tedyyolRoyalties from other pharmaceutical
manufacturers are approximately $100,000 per yeduda not constitute a material component of owir®ss.

BioZone Pharma was incorporated as a Nevada cdipom@n December 4, 2006 under the name Internaitidarf Resorts Inc. Its name was
changed to BioZone Pharmaceuticals, Inc. on Mar@®11. BioZone Labs was incorporated under thws laf the State of California on Ju
2, 1992. Equalan was formed as a limited liabititynpany under the laws of the State of Califormaanuary 2, 2007. Equachem was
formed as a limited liability company under the $a0f the State of California on March 12, 2007 urtie name Chemdyn, LLC. Its name
was changed to Equachem, LLC on July 25, 2007 .Z8eta was formed as a Florida limited liability coamy on November 7, 2006. Baker
Cummins Corp. was incorporated under the laws ®State of Nevada on March 31, 2011.

Our principal executive offices are located at Sy0van Avenue, Suite 101, Englewood Cliffs, NJ GZ63ur telephone number is (201) 608-
5101. BioZone Labs’ principal office is located580 Garcia Avenue, Pittsburg. California 94565tdtephone number is (925) 723-1000.

We manufacture products to customer specificatibhs.following is a list of products that we maruitae:

OTC Products . Hair conditioners and shampoos for treatmentaéma and psoriasis; external analgesics; skirqanits; anti-fungal
products; topical anesthetics; nasal sprays; waane products; acne products; cough and cold ptedasti-itch products; and skin
lightening products. In general, these productsegalated by the FDA.

Cosmetic and Beauty Products. AHA and Beta Hydroxy products; instant firmingwas; anti-aging products; body lotions; eye creams
moisture creams and lotions; facial scrubs; andafanasks. In general, these products are notatgliby the FDA.

Dietary Supplements . Vitamins, minerals and herbal remedies. In gdn#rase products are not regulated by the FDA.
Other Business Activities — Proprietary Product Sas
BioZone Labs manufactures two proprietary brandskof care products, Glyderfrand Baker Cummin®, which are sold by Equalan and

Baker Cummins, respectively, to United States mafiovholesalers, ecommerce retailers such as Domegsbm and Skinstore.com,
physicians, who use and resell our products irr fhi@ysician practices and consumers who purchasproducts over the internet.




We acquired the Glyderfline of antiaging products from Valeant Pharmaceuticals In@0@7. These products, which include glycolic ¢
peels and moisturizers, have been used by derngitddor over 20 years in office procedures tattaene, skin discolorations, removal of
fine lines and wrinkles and skin resurfacing. THgd8rm ® brand consists of the following products:

Proguct Name

Indication or Target Market

Glycolic Acid Peels — 20% to 70%

Health care practitioners for in office use to iy the texture and tone of the
skin and clean out pores and help even out pigrtientand give the face a fres
appearance

Glyderm Gentle Cleanser (0.2%)

pH balanced, soap-free, non-irritating formula, ethinay be used on sensitive
skin.

Exfoliating Cream Series (5%)

Patients beginning the Glyderm program to help ituimize the appearance of
pigmentation irregularities, maintain the resultshe six-week office facial
program and soften fine lini

Exfoliating Cream Plus Series (10

Patients who have successfully used the Exfoligliream Series (5%

Exfoliating Cream Plus Series with Glycolic Acid2@b)
and Salicylic Acic

Patients with dry skin who have successfully ubedGlyderm Cream Plus (109

Exfoliate Lotion Series (5%)

Patients with normal skin to help to minimize tippearance of pigmentation
irregularities, maintain the results of the six-Wwedfice facial program and softe
fine lines

Exfoliate Lotion Plus (10%

Patients who have successfully used the Exfoliateoh Series (5%

Exfoliate Lotion Lite Series (5%)

Patients with normal to oily skin to help to miniaithe appearance of
pigmentation irregularities, maintain the resultshe six-week office facial
program and soften fine line

Exfoliate Lotion Lite Plus (10%

Patients who have successfully used the Exfoliateoh Lite Series (5%

Exfoliate Solution Series, Solution (5%)

Patients with oily, non-sensitive skin to help tsmimize the appearance of
pigmentation irregularities, maintain the resultshe six-week office facial
program and soften fine lini

Exfoliate Solution Plus (10%

Patients who have successfully used the Exfoliatat®n Series, Solution (5%

Exfoliate Solution Plus 12% SGombination of Glycolic an
Salicylic acids

Patients who have successfully used the Exfoliatati®n Plus (10%)

Hydrotone Moisturizers (Without Glycolic Acid)

Patients with dry or mature skin to alleviate tbpe@arance of dryness associat
with exfoliation

Hydrotone Lite

Patients with normal to oily ski

Hydrotone Max

Patients with extremely dry or mature s

Simply Sunscreen SPF 30

Paba free, UVA and UVB protection sunscreen foigpés of all ages and skin
types to help prevent sunbt

Glyderm Gentle Eye

Blend of antioxidants and vitamin K to help hydrakén around the eyes and
reduce the appearance of dark u-eye circles

All Climates Body Lotion (10%)

Fast-absorbing Glycolic 10% lotion for patientshwéll skin types for use in all
climates and all seasons to alleviate the appeamindrynes:

Gly Mist (0.1%)

Mineral water spray that contains Glycolic acid pattients with all skin type

Gly Masque (3%)

Combination of Glycolic esters and natural rargteor patients with all skin
types to make the skin feel invigorated and sm

Intense C Serum PM — 7.5% L-Ascorbic Acid

Form of vitamin C suitable for topical applicatitmprovide antioxidant
protection, defend against damaging UVA and UVBsrand to contribute to
collagen synthesis for patients with aging and measkin type:




We acquired the Baker Cummins line of proprietaigls and skin care products from Aero PharmacdstinaMay 2011. These products,
which include lotions and shampoos, have been remmded by dermatologists for over 20 years to treatmonly seen skin and scalp
conditions. The Baker Cummins ® brand consistheffbllowing products:

Product Name Indication or Target Market
P&S Liquid Treatment for symptoms of psoriasis and seborreeaatitis by helping to
loosen and remove dried skin from the sc
P&S Shampoo Specially formulated shampoo designed to removiduakP&S Liquid from

the hair; contains salicylic acid to control reentrflaking and scaling of the
scalp associated with seborrheic dermatitis andassie

Ultramide 25 Lotion and Ultra Mide-D Skin lotions that soften and moisturize dry, rougfacked and calloused skin.
Ultramide 25 contains a stable 25% urea formule

X-Seb T Pearl Shampoo and X-Seb T Plus Shampoo Therapeutic tar shampoos that relieve itchingaition, redness, flaking and
scaling associated with dandruff, seborrheic detimand psoriasis of the
scalp.

IAcquaderm Cream Hypoallergenic, non-comedogenic and non-greasyamnated facial formula
that provides maximum moisturization of the s

We employ two professionals in Pittsburg, CA, ané professional in Miami, Florida, who market amdgess orders for Glyderm ® and
Baker Cummins products, respectively. We havenaterial major customers for these lines of proslutbtal Glyderm ® and Baker
Cummins product sales for the year ended Decenthe2@ 2 were approximately $886,000.

Other Business Activities — Raw Material Sales an@iechnology Licensing

Equachem sells raw materials containing our prégnyedelivery agents that we refer to as QuSomes ®nited States manufacturers of
OTC drugs and cosmetics. Also, it licenses thetigluise QuSomes ® to certain OTC manufacturedd@BetaZone. Total Equachem sales
and royalty revenue for the year ended Decembe2@®112 was approximately $63,000.

On February 24, 2012, BioZone Pharma, BioZone Labd,Equachem (the “BZL Licensors”) and OPKO Phaenticals, LLC (“OPKO")
entered into a Limited License Agreement pursuamttiich OPKO acquired an exclusive license to theEpmes and EquaSontésdrug
delivery technology for use in ophthalmologicaligations and a noexclusive license to such technology for all otinelications. Pursuant
the Limited License Agreement, the Company shall4 of Net Sales (as defined in the Limited LiceAgreement) of the Covered
Products (as defined in the Limited License Agremint® the BZL Licensors. The royalty term shathténate on a country-by-country basis
on the first date that such Covered Product cdases covered by a Valid Claim (as defined in tlimited License Agreement) in a country.
Unless otherwise terminated, the Limited Licenseeggnent shall remain in effect until the expiratafrihe last-to-expire patent within the
BZL Patents (as defined in the Limited License Agnent). The BZL Licensors may terminate the licegrssted under the Limited License
Agreement for cause upon written notice to OPKO @R&KO may terminate any license granted to it lpwjoling 90 days written notice to
the BZL Licensors.

Research and Development

In the mid-1990s, BioZone Labs licensed a proprnjetaatented, phospho lipid delivery technologydee in its contract manufacturing
business. Subsequently BioZone Labs modified thid tb enhance final product stability, ingredipahetration, ease of manufacture proc
and reduction in manufacturing and raw materiatxd3ioZone Labs obtained three U.S. patents cogdhie composition of matter of the
enhanced lipid and method of manufacturing theltieguipid vesicle. BioZone Labs modified the kibthrough removal of phosphate and
PEGylation, which is the process of covalent attaeht of polyethylene glycol polymer chains to aeotimolecule, normally a drug or
therapeutic protein.

We refer to the pegylated lipid (i.e., the lipid difted with the PEGylation process described abaxged in dermatological products as
QuSomes. Our Glyderm Specialty Product, Intenser@r8 PM — 7.5% L-Ascorbic Acid, is formulated wiluSomes. We refer to the
pegylated lipid used in liquid oral OTC productd éguaVail; and the pegylated lipid used in gelatapsules as HyperSorb.

Recently, we developed a pegylated lipid, whichrefer to as EquaSom&s for use in combination with drugs administeredrjgction or
infusion. We have yet to perform any human clinstaldies with respect to any product candidatdlnch 2011, we established a research
and small scale lipid manufacturing facility, loedtin Princeton, New Jersey, to advance our effortsrmulate certain generic drug products
with a combination of an active pharmaceutical édignt and EquaSomes. In September 2012, we teadinesearch and development
activities at this location, including personnehnected with such efforts and our former consult&ntNian Wu, a former consultant to the
Company, agreed to use his best efforts to asslease of the facility pursuant to the termsisfSeparation Agreement. Total research
and development costs for the fiscal years endegmber 31, 2012 and 2011 were $743,091 and $423d§%ctively.




Intellectual Property

The following table lists all patents and paterplegations related owned or controlled by the Comypar any of its wholly owned
subsidiaries. All of our granted patents expirey@ars from the filing date or effective date indézhin the table unless otherwise noted.

compositions of Rapamyc’

Patent Title Patent or Application Number Filing or Effective Date
Delivery of biologically active material in a 5891465 April, 1999
liposomal formulation for administration intg
the moutl
Liposomal delivery by iontophores 604854E April, 2000
Compounds and methods for inhibition of 6495596 December, 2002
phospholipase A2 and cyclooxyger-2
Self-forming, thermodynamically stable 6610322 August, 2003
liposomes and their applicatio
Oral Liposomal Delivery Systel 6776924 April, 2004
Self-forming, thermodynamically stable 6958160 October, 2005
liposomes and their applicatio
Compounds and methods for inhibition of 6998421 February, 2006
phospholipase A2 and cyclooxyger-2
Self-forming, thermodynamically stable 7150883 December, 2006
liposomes and their applicatio
Self-forming, thermodynamically stable 7718190 May, 2010
liposomes and their applicatio
Self-forming, thermodynamically stable 4497765 April, 2010
liposomes and their applicatio- Japar
X-conazoles plus Qusom
EQUA-001 (regular application) "Enhanced 12/006,820 January, 2008
Delivery of Antifungal Agents
EQUA-001 PCT, "Enhanced Delivery of PCT/US2009/000003 January, 2009
Antifungal Agents'
EQUA-001 JF PNLG
EQUA-001 EP, KEMP (N.111618 JHS/eg) 9701160.5 January, 2009
EQUA-003 (P), "Enhanced Delivery of 61/128,011 May, 2008
Antifungal Agents'
EQUA-012 (R) 12/454,38 May, 2009
Pure PECLipid Conjugates
EQUA-013 61/217,621 June, 200!
EQUA-017P 61/284,06¢ December, 200
EQUA-024R 12/802,191 June, 201(
EQUA-024 PCT PCT/US2010/00159 June, 201(
Cyclosporin formulatior
EQUA-016P 61/273,65¢ August, 200¢
EQUA-025R 12/802,20( June, 201(
EQUA-025 PCT PCT/US2010/00158 June, 201(
Rapamycir
EQUA-018P 61/276,95: September, 200
EQUA-027R - "Method of treatment with 12/924,038 September, 2010
Rapamycin'
EQUA-027 PCT - "Pharmaceutical PCT/US2010/002547 September, 2010




Customers and Marketing

BioZone Labs sells products to more than fifty oustrs through two sales professionals who markegldpment, formulation and
manufacturing services to potential customers. uthe year ended December 31, 2012, four custoatemunted for approximately 28%,
21%, 7% and 5% of the Company’s sales. Currentlytwo largest customers are Matrix Initiatives &avier LLP. If any of these two
customers discontinues or substantially reducqsuitshases from us, it may have a material adwdfeet on our business and financial
condition. We believe that we have good relatiopsiwith our customers.

Generally, we satisfy customer orders on an indiaigourchase order basis and do not enter into faaetwing agreements. We have a supply
agreement with Matrixx Initiatives, which providesnong other things, that we will be the exclusnenufacturer of the products described
in the agreement for a specified term; the pri¢orgour manufacturing services, which is subjeathange during the term, and provides for
payment and allowances. The agreement has a thegggrm and provides for annual renewals. Theeageat does not require the customer
to purchase any specific volumes of our products.

On December 18, 2012, Matrixx Initiatives initiatedoluntary recall of one lot of ZicafiExtreme Congestion Relief nasal gel that we
manufactured on their behalf (the “Product RecaMiatrixx took this step after we informed Matrithat we found a small amount of
Burkholderia cepacia in a single sample of the pebtken from the affected lot. Burkholderia cépgmses little medical risk to healthy
individuals. However, Burkholderia cepacia in aalapray could cause upper airway colonizationsewbndarily lead to respiratory
infections in individuals with a compromised immuestem or those with chronic lung conditions, sasltystic fibrosis. The organism is
resistant to many antibiotics and may be diffi¢aleradicate in this sensitive population if arestfon occurs. To our knowledge, Matrixx has
not received any reports of illness.

On January 3, 2013, Matrixx sent BioZone Labs adeadf Default under the Supply Agreement dated 822009 by and between BioZone
and Zicam, LLC to formally notify BioZone Labs thdgtrixx is handling the Product Recall and wiltitére BioZone Labs to reimburse
Matrixx for all costs and expenses related to tteglect Recall. Preliminary estimates of the damagkded to the Product Recall range from
$1 million to $3 million.

Manufacturing

The primary raw materials used in making productolir contract manufacturing customers eithesapplied by our customers or are
readily available in large quantities from multigleurces. Similarly, the primary raw materials ugeghaking our proprietary brand products
are readily available in large quantities from riplét sources. We believe that our manufacturingifes are cGMP compliant.

Growth Strategy

Our growth strategy for our contract manufactutinginess is to increase sales by establishingiaated sales team with industry experie

who will leverage our expertise in product develgmiand formulation to attract new contract manwfi@icg customers. Our growth strate
for our proprietary brand business is to increagepoomotional efforts through direct mail, intetiaed participation at trade shows.




Competition

The market for contract manufacturing servicesgslly competitive and price sensitive and grossgimarare low. Our direct competition
consists of numerous contract manufacturers, ssi¢fearigo Company ( Nasdaq : PRGO), many of whiasretgreater financial and other
resources than we do. If one or more other OTCraoninanufacturers significantly reduce their psigean effort to gain market share, our
gross revenue, profitability or market position kcbie adversely affected.

Government Regulation

The manufacturing, processing, formulation, packggiabeling, testing, storing, distributing, adigng and sale of our products are subject
to regulation by one or more U.S. agencies, incigdhe U.S. Food and Drug Administration (“FDAHgtConsumer Product Safety
Commission (“CPSC"), Federal Trade Commission (“PT@s well as several foreign, state and locahagess in localities in which our
products are sold. In addition, we manufactureraadket certain of our products in accordance w#ndards set by organizations, such as
the United States Pharmacopeial Convention, IndSP”). We believe that our policies, operations pratucts comply in all material
respects with existing regulations.

U.S. Food and Drug Administration

The FDA has jurisdiction over our OTC drug produantsl dietary supplements. The FDA'’s jurisdictioteexls to the manufacturing, testing,
labeling, packaging, storage and distribution esthproducts.

In general, OTC medicines are marketed under régokareferred to as “OTC monographs”, which hagerbestablished through the FDA’s
OTC Review procedures. Under the OTC monograplesystelected OTC drugs are generally recognizedfasand effective and do not
require the submission and approval of a New Drpglikation (“NDA”) or an Abbreviated New Drug Apphtion (“ANDA") prior to
marketing. The OTC monograph specifies allowablalmioations of ingredients and dosage levels, p&thindications, and required
warnings and precautions. Drug products marketel@éuthe OTC monograph system must conform to spegiility and labeling
requirements.

The OTC monograph regulations related to the OTa@yets that we manufacture may change from tintene, requiring formulation,
packaging or labeling changes for certain prodits.cannot predict whether new legislation regnfatiur activities will be enacted or what
effect any legislation would have on our business.

All facilities where OTC drugs are manufacturedted, packaged, stored or distributed must comfily RDA cGMPs. All of our OTC drug
products are manufactured, tested, packaged, saokdistributed according to cGMP regulations. FB& performs periodic audits to
ensure that our facilities remain in compliancehveippropriate regulations. The failure of our fiagifo be in compliance may lead to
regulatory action against us that could resulhmguspension of production or distribution of products, product seizures, loss of certain
licenses or other governmental penalties, and doale a material adverse effect on our financiatlt@mn or operating results. In addition,
new legislation regulating our activities couldéreacted with a negative impact on our business.

In January and November 2011, the FDA performedsgmarate GMP surveillance inspections of BioZoales. manufacturing facility and
warehouse located at 580 Garcia Avenue, Pittsliidg, to audit our compliance against 21CFR Part@id Part 211, Good Manufacturing
Practices with respect to our OTC drug product nfeaturing procedures. Both inspections were rouBihP surveillance audits and were
not triggered by any specific event, nor were tredgted to a specific product. At the conclusiorath audit, the FDA inspectors issued
Form 483 Notice of Observations. The FDA'’s obstoves related to maintenance of data derived freststnecessary to assure compliance
with established specifications, deviations frost rocedures, standards for rejecting drug praediadting to meet established specifications,
maintenance of electronic records, accessibilitywitten records, preparation of GLP documentationcurrent with performance, process
validation and warehouse controls. We providedjadte and timely responses to the FDA findings@medided commitments and timelines
for the remediation of the conditions cited by Ei2A. The FDA classified the inspections as VAI, Malary Action Indicated, and no
Warning Letters were issued, which demonstratesdeguacy of our responses.




Consumer Product Safety Commission

The packaging of certain our products is subjecetmlation under the Poison Prevention Packagicty/®PPA”), pursuant to which

the CPSC has authority to require dietary supplésnamd pharmaceuticals to be packaged in childteedi packaging to help reduce the
incidence of accidental poisonings. The CPSC hatighed regulations requiring iron-containing digtaupplements and numerous
pharmaceuticals to have child resistant packagind,has established rules for testing the effecéige of child-resistant packaging and for
ensuring senior adult effectiveness.

The Consumer Product Safety Improvement Act of 2&@@nded the Consumer Product Safety Act (CPSAquire that the manufacturer

of any product that is subject to any CPSC rule, Btandard or regulation certify that the prodiarnplies with such requirements based on a
reasonable testing program. This certification iggpio pharmaceuticals and dietary supplementsdiaaire child-resistant packaging under
the PPPA. We rely on the manufacturer of our paicigagupplies for compliance with such requirements.

Federal Trade Commissic

The FTC exercises primary jurisdiction over theextiging and other promotional practices of mansetd OTC pharmaceuticals and dietary
supplements and often works with the FDA regardimege practices. The FTC considers whether a ptedilaims are substantiated, truthful
and not misleading. The FTC is also responsiblegeoiewing mergers between and acquisitions of plaeutical companies exceeding
specified thresholds and investigating certainiess practices relevant to the healthcare induBlry.FTC could challenge these business
practices in administrative or judicial proceedingjkhough we do not market or advertise any OT@rptaceuticals and dietary supplements,
we are responsible for the accuracy of the clairadaron the labels of products that we manufacture.

State Regulation

We are subject to state laws that regulate foodsdamgs under laws that generally parallel fedstatutes. Also, we are subject to state
consumer health and safety regulations. Failusmmply with these laws and regulations could hagegnificant negative impact on our
business.

United States Pharmacopeial Convention

The USP is a non-governmental, standard-settingmzgtion. By reference, the Federal Food, Drug@asimetic Act incorporates the USP
quality and testing standards and monographs ast@heards that must be met for the listed drugiess compliance with those standards is
specifically disclaimed on the product’s labelittsP standards exist for most Rx and OTC pharmama@sitand many nutritional
supplements. The FDA typically requires USP conmgl&as part of cGMP compliance.

Product Liability

We may be subject to product liability claims bynsomers of our products. We maintain product lighihsurance policies which provide
coverage in the amount $5 million per occurrenak$Smillion in the aggregate. A product liabililaim, if successful and in excess of our
insurance coverage, could have a material advéfieset en our financial condition.

Seasonality

Many of our products include cough/cold remedidsictv are often sold in the winter months. Accordimgur business is cyclical.
Approximately two thirds of our revenue is genedatethe second half of the calendar year.




Employees

We currently employ 66 full time and 35 seasonapleyees at our Pittsburg, California facilities ot@mployees in Englewood Cliffs, New
Jersey and one employee in Miami, Florida. Thesgl@yees perform various, manufacturing, sales, etary, research and development,
and administration functions. We believe that @lations with our employees are good.

Iltem 1A. Risk Factors.

Investing in our common stock involves a high degrérisk. Prospective investors should carefulipsider the risks described below and
other information contained in this annual repioit/uding our financial statements and related sibiefore purchasing shares of our common
stock. There are numerous and varied risks, knowinuaknown, that may prevent us from achievinggmals. If any of these risks actually
occurs, our business, financial condition or ressoftoperations may be materially adversely affkcie that case, the trading price of our
common stock could decline and investors in ourrmom stock could lose all or part of their investmen

Risks related to our Company

We have not had profitable operations in recent pgods, and our financial losses may continue in thieiture.

We have recognized net losses for the years endedrber 31, 2012 and 2011, and expect to incut lasgfor the year ended December
31, 2013. We are reviewing our manufacturing strstcture to identify inefficiencies and opportigstfor reductions and our sales programs
to identify opportunities for increasing sales voki Although we anticipate that these efforts vatluce or eliminate ongoing losses and
allow us to continue manufacturing operations fer foreseeable future, there can be no assuraateuhcost reduction and increased sales
efforts will prove successful.

We have negative working capital.

As of December 31, 2012, we had negative workimgtabof $5,255,220, which may impact our abilityraise needed capital. Our failure to
raise capital when needed would adversely affecgomwth opportunities and investment in capitgdenditures.

Our independent auditor has issued an audit opinionwvhich includes a statement describing a substantidoubt whether we will
continue as a going concern, which may have a detrental effect on our ability to obtain additional financing.

The continuation of the Company as a going conisedependent upon, among other things, the attaihofeprofitable operations and the
ability of the Company to obtain necessary equitgiebt financing. These factors, among otherseraubstantial doubt regarding the
Company’s ability to continue as a going concerecékdingly, the audit report prepared by our indefent registered public accounting firm
relating to the consolidated financial statemeatgste year ended December 31, 2012 and Decemb@021 includes an explanatory
paragraph expressing substantial doubt aboutiiiyglb continue as a going concern. Our aud&agbing concern opinion may have a
detrimental effect on our ability to obtain additéd funding.

Our business will require additional capital for cantinued growth, and our growth may be slowed if walo not have sufficient capital.

The continued growth and operation of our businaisequire additional funding for working capitalWWe may be unable to secure such
funding when needed in adequate amounts or on &ddlegerms, if at all. To execute our businesastyy, we may issue additional equity
securities in public or private offerings, poteliyiat a price lower than the market price at iheetof such issuance. The issuances of
additional securities in public and private offggnwill dilute our current investors’ interest metCompany. Similarly, we may seek debt
financing and may be forced to incur significarienest expense. The issuance of debt securitiggpmoaide such holders with rights supe
to existing shareholders. If we cannot securddefft funding, we will be forced to forego strategpportunities or delay, scale back or
eliminate operations, acquisitions, and other itmests.




Our ability to obtain needed financing may be imgdiby such factors as the condition of the econand/capital markets, both generally
specifically in our industry, and the fact that are not profitable, which could impact the availi&pior cost of future financings. If the
amount of capital we are able to raise from finagactivities, together with our revenues from agiens, is not sufficient to satisfy our
capital needs, even to the extent that we reducepmerations accordingly, we may be required teseamperations. As of the date of this
report, we have not approached any new sourceslftitional funding and have not entered into negiatns for a transaction, other than tt
transactions that have already been disclosedrifilmgs with the SEC.

Risks related to our industry

We operate in a highly regulated industry. An inablity to meet current or future regulatory requirements in the United States or
foreign jurisdictions could have a material adverseeffect on our business, financial position and opating results.

All facilities where Rx and OTC drugs are manufaetl) tested, packaged, stored or distributed narapty with the FDA’s Current Good
Manufacturing Processes (“cGMPs”). All of our dqugducts are manufactured, tested, packaged, saoekdistributed according to cGMP
regulations. The FDA performs periodic audits tswer that our facilities remain in compliance wathappropriate regulations. Typically,
after the FDA completes its inspection, it may @ymot issue the Company a report on Form 483 clatf Observations., containing the
FDA's observations of possible violations of cGMese violations can range from minor to sevemainire. The degree of severity of the
violation is generally determined by the time nsegg to remediate the cGMP violation, and any asb/epnsequences for the consumer of
our drug products. If the deficiency observatioresdetermined to be severe, the FDA may elecsteeiss Warning Letter to us. FDA
guidelines specify that a warning letter be issoilg for violations of “regulatory significance” favhich the failure to adequately and
promptly achieve correction may be expected tolr@sdurther enforcement action. In addition tokiray its concerns public, the FDA could
impose sanctions including, among others, finesdyet recalls, total or partial suspension of patidun and/or distribution, suspension of the
FDA's review of product applications, injunctionsdacivil or criminal prosecution. These enforcemaetions, if imposed, could have a
material adverse effect on our operating resultsfanancial condition. Under certain circumstandhs, FDA also has the authority to revoke
previously granted drug approvals. In January aodekxhber 2011, the FDA performed two separate GMedlance inspections of BioZo
Labs to audit our compliance against 21CFR Parta2ftDPart 211, Good Manufacturing Practices. Batpections were routine GMP
surveillance audits and were not triggered by qogcHic event, nor were they related to a spegfmduct. At the conclusion of each audit,
FDA inspectors issued Form 483 Notice of ObserwatidVe provided adequate and timely response®tBlA findings and provided
commitments and timelines for the remediation ef¢bnditions cited by the FDA. The FDA classified tnspections as VAI, Voluntary
Action Indicated, and no Warning Letters were iskwehich demonstrates the adequacy of our respoAses the date hereof, we have not
received any additional correspondence from the F&rarding these two inspections. We believettimtemedial actions we are taking
adequately respond to the FDA'’s observations omr83. However, the FDA may conclude that our actiare insufficient to meet
regulatory standards. If compliance is deemed @#fién any significant way, it could have a madkedverse effect on our business. See
“Government Regulation” in Item 1 for further dission concerning Form 483 received by the Company.

In addition to the FDA, several U.S. agencies raguthe manufacturing, processing, formulationkpgmg, labeling, testing, storing,
distribution, advertising and sale of our produdarious state and local agencies also regulatethetivities. Should any of our third party
pharmaceutical ingredient suppliers fail to adeelyatonform or comply with manufacturing, qualitydatesting guidelines and regulations,
we could experience a significant adverse impaaiwroperating results.

Significant increases in the cost of raw materialased in our contract manufacturing business coulddversely impact our profit
margins and operating results.

Affordable high quality raw materials and packagomgnponents are essential to our business due toatture of the products we
manufacture. Our contract manufacturing customigheresupply us with the raw materials and packggiomponents necessary to
manufacture their finished products or reimburséushe cost of such materials and components ebher, the raw materials and packaging
components that we use are generally available fraftiple suppliers and we have not experiencedpmoplems with contaminated raw
materials that would impact our business. Howeaeapid increase in cost of raw materials fromaasifactors, such as inflationary force:
scarcity, could have a material impact on our foialresults if we are unable to pass on theseeas®d costs to our customers.
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If we fail to obtain, apply for, adequately prosecte to issuance, maintain, protect or enforce pateatfor our inventions and products,
the value of our intellectual property rights and air ability to license, make, use or sell our produts would materially diminish or
could be eliminated entirely.

Our competitive position and future revenues, egfigavith regard to our strategy to leverage thezbne Technology to increase sales, will
depend in part on our ability to obtain and maimfaétent protection for our inventions and prodiactd for methods, processes and other
technologies, as well as our ability to preservetmde secrets, prevent third parties from infiriggon our proprietary rights or invalidating
our patents and operate without infringing the pietpry rights of third parties. The risks inclutthe following:

. Some of our issued patents or any patents thassuwed to us in the future may be determined tioaid and/or unenforceable,
or may offer inadequate protection against competjroducts

. If we have to defend the validity of our patentsoy future patents or protect against third pariyngements, the costs of such
defense are likely to be substantial and we mayaobieve a successful outcor

. Others may obtain patents claiming aspects sintl#inose covered by our patents and patent apiplitcatwhich could enable
them to make and sell products similar to ours;

. We may be estopped from claiming that one or mbmuopatents is infringed due to amendments tathiens and/or
specification, or as a result of arguments thaeweade during prosecution of such patents in theeistates Patent and
Trademark Office, or by virtue of certain languagé¢he patent application. The estoppel may reésudtaim limitation and/or
surrender of certain subject matter to the pubticdin or the ability of competitors to design ardaur claims and/or avoid
infringement of our patents. If our patents or thpatents for which we have license rights becomelved in litigation, a court
could revoke the patents or limit the scope of cage to which they are entitle

If we fail to obtain and maintain adequate patentgrtion and trade secret protection for our potgluyproprietary technologies and their u
we could lose any competitive advantage and thepetition we face could increase, thereby reducumgpmtential revenues and adversely
affecting our ability to attain or maintain profititity.

A dispute concerning the infringement or misappropiation of our proprietary rights or the proprietary rights of others could be time
consuming and costly and an unfavorable outcome ctilharm our business.

There is significant litigation in the biotechnojofjeld regarding patents and other intellectualgarty rights. We may be exposed to future
litigation by third parties based on claims that products, technologies or activities infringe thiellectual property rights of others.
Although we try to avoid infringement, and as df thate hereof, there are no claims against usiadjegfringement, there is the risk that we
will use a patented technology owned or licensedryther person or entity and/or be sued for iggment of a patent owned by a third
party. Under current United States law, patentiappibns are confidential for 18 months followirtgeir priority filing date and may remain
confidential beyond 18 months if no foreign couptets are applied for in jurisdictions that publpsitent applications. There are many
patents relating to the use of lipids and liposanfesur products or methods are found to infriregey patents, we may have to pay significant
damages and royalties to the patent holder or éeepted from making, using, selling, and offeringgale or importing such products or fi
practicing methods that employ such products.

In addition, we may need to resort to litigatiorettforce our patents issued to us, protect ouetsadrets or determine the scope and validity
of third-party proprietary rights. Such litigatieould be expensive and there is no assurance thatowmld be successful. From time to time,
we may hire scientific personnel formerly employmdother companies involved in one or more fieldslar to the fields in which we are
working. Either these individuals or we may be sabjo allegations of trade secret misappropriatiosimilar claims as a result of their prior
affiliations. If we become involved in litigatioit,could consume a substantial portion of our maniadjand financial resources, regardless of
whether we win or lose. As a result, we could evpnted from commercializing current or future protd or methods.
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Confidentiality agreements with employees and othermay not adequately prevent disclosure of our trag secrets and other
proprietary information and may not adequately protect our intellectual property.

Our success also depends upon the skills, knowladdexperience of our scientific and technicaspenel, our consultants and advisors and
contractors. We enter into confidentiality agreetaevith our employees, consultants, outside sdiertnllaborators, sponsored researchers
and other advisors. These agreements generallyreatyat the receiving party keep confidential aod disclose to third parties all
confidential information developed by the receivpayty or made known to the receiving party by usrdy the course of the receiving pagy’
relationship with us. These agreements also gdpgnalvide that inventions conceived by the reasijvparty in the course of rendering
services to us will be our exclusive property. Hoere these agreements may be breached and maffeaiively assign intellectual property
rights to us. Our trade secrets also could be iexépntly discovered by competitors, in which casemguld not be able to prevent use of
such trade secrets by our competitors. The enfaenenf a claim alleging that a party illegally obtd and was using our trade secrets could
be difficult, expensive and time consuming anddbome would be unpredictable. In addition, coatttside the United States may be less
willing to protect trade secrets. The failure tdasb or maintain meaningful trade secret protectionld adversely affect our competitive
position.

We face significant competition.

The contract manufacturing business is highly cditipe and price sensitive. We face competitiomirmultiple competitors, some of whom
are larger and more financially secure than weyThay reduce prices to an unacceptably low levelfoin order to increase

sales. Therefore, we can make no assurance thatllggrow our contract manufacturing business @imtain our current level of sales in the
future.

Our proprietary skin care products compete agaither similar products marketed by companies mardel than we and who spend much
more than us on consumer advertising. The skinma@uct business is highly promotion sensitive aechave a limited advertising budget.
Therefore, we can make no assurance that we vl gales of our proprietary skin care brands ontai our current level of sales in the
future.

Risks related to management

We rely on key executive officers and their knowlegle of our business and technical expertise would loéfficult to replace .

We are highly dependent on Elliot Maza, our Chigé&utive and Chief Financial Officer, Dr. Brian k| our President and Chief Scientific
Officer, and Christian Oertle, our Chief Stratedffic@r. We do not have “key person” life insurantée loss of Mr. Maza, Dr. Keller or Mr.
Oertle may have an adverse effect on our busiésshave entered into three year employment cosstisith Dr. Keller and Mr. Oertle.
Each of the employment agreements may be terndirmtéhe Company at will, subject to an obligatiorpay severance for six months at
then applicable monthly base salary.

Elliot Maza, our Chief Executive Officer, Chief Financial Officer and Secretary, devotes a portion dfis business time to another
enterprise.

Elliot Maza, our Chief Executive Officer, Chief Rincial Officer and Secretary, does not work foexslusively as he is also the Consulting
Chief Financial Officer of Intellect Neurosciencés;., a biotechnology company focused on the agraknt of therapeutics for Alzheimer’s
disease. We do not consider Intellect NeuroscigHoe. to be a competitor of the Company. MrzMldevotes approximately 7 hours per

week to Intellect Neurosciences, Inc. matters.
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Our officers and directors hold a substantial numbe of shares of our common stock.

Our officers and, directors and their affiliatesrowar control an aggregate of 10,639,467 sharelseo€ompany’s common stock, which
represents approximately 16.9% of our issued atgtanding common stock as of March 29, 2013. Theseour officers and directors col
exert substantial influence over election of owediors and our operations. Moreover, authorimaiiomodify our Articles of Incorporation,
as amended, requires only majority stockholder eansThis concentration of ownership could alsechthe effect of delaying or preventin
change in control. Additionally, potential confBmf interest may arise between our officers anettbrs and our shareholders and our
officers and directors may vote their shares irag that our other shareholders do not approve.

Our obligations to indemnify our directors and officers may pose substantial risks to our financial ealition.

We have obtained directors’ and officers’ liabilibsurance insuring our directors and officers agfiability for acts or omissions in their
capacities as directors or officers, subject téaterexclusions. Such insurance also insures amsigosses which we may incur in
indemnifying our officers and directors. In adadliti we may enter into indemnification agreements wey officers and directors and such
persons shall also have indemnification rights utaghplicable laws, and the Company’s Articles afdrporation and Bylaws. Our
obligations to indemnify our directors and officengy pose substantial risks to our financial caodjtas we may not be able to maintain our
insurance or, even if we are able to maintain nswiance, claims in excess of our insurance coeeragld materially deplete our assets.

Risks related to our common stock

Shares of our stock suffer from low trading volumeand wide fluctuations in market price.

Our common stock is currently quoted on the OverGounter Bulletin Board trading system under ghal®l BZNE. Currently, an
investment in our common stock is illiquid and |dbjto significant market volatility. This illiquity and volatility may be caused by a vari
of factors including low trading volume and markenditions.

Stockholders may experience wide fluctuations erttarket price of our securities. These fluctuaioray prevent a stockholder from
obtaining a market price equal to the purchaseemirh stockholder paid when the stockholder attebopsell our securities in the open
market. In these situations, the stockholder masefaired either to sell our securities at a lasisabd our securities for a longer period of
time than planned.

Also, the inactive market for our common stock rirapair our ability to raise capital, acquire otltempanies in exchange for stock, or
recruit and retain managers with equity-based itieeplans. There has been limited trading in aammon stock and there can be no
assurance that an active trading market in our comstock will either develop or be maintained. didigéion, we believe that factors such as
quarterly fluctuations in our financial results asfthnges in the overall economy or the conditiotheffinancial markets could cause the p
of our common stock to fluctuate substantially. Jdh@8uctuations may cause short sellers to peradigienter the market in the belief that we
will have poor results in the future. We cannotdicethe actions of market participants and caerafibo assurances that the market for our
common stock will be stable or appreciate over time

In addition, the value of our common stock couldaffected by changes in the market valuations loérosimilarly situated companies serving
similar markets; announcements by us or our congpstof significant acquisitions, strategic parstgps, collaborations, joint ventures or
capital commitments; adoption of new accountingaéads affecting our industry; additions or depadlof key personnel; introduction of
new products or services by us or our competitegjal or expected sales of our common stock arabcurities in the open market;
conditions or trends in the market in which we @perand other events or factors, many of whicthag@nd our control.

We cannot assure you that our common stock will beene listed on NYSE Amex Equities, Nasdag or any o#h securities exchange.

We plan to seek listing of our common stock on NY8#&ex Equities or Nasdag within the next three gebiowever, we do not currently
meet the initial listing standards of those exclesngnd there are no assurances that we will ba@bieet the initial listing standards of eit
of those or any other stock exchange, or that vildbeiable to maintain a listing of our common &toa either of those or any other stock
exchange. Currently, we fall below the bid priequirement of $4.00 per share for Nasdag and dourogntly meet the corporate
governance standards of either Nasdaq or NYSE Amegties. Until our common stock is listed on NY8Hmex Equities or Nasdaq or
another stock exchange, we expect that our commeck will continue to trade on the Over-The-Couretletin Board, where an investor
may find it difficult to dispose of our shares anemon stock.
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We will incur significant costs as a result of beig an operating public company.

As a public operating company, we will incur sigedgint legal, accounting and other expenses notiliedby a private company. If our stock
becomes listed on Nasdaq or another major exchanifeur total assets exceed $10 million at thé ehany fiscal year, we will also incur
additional compliance expenses. It may be time wonsg, difficult and costly for us to develop amdplement the additional internal
controls, processes and reporting procedures esjbly the Sarbanes-Oxley Act of 2002, SEC proxgsubther government regulations
affecting public companies and/or stock exchangeptiance requirements. As we currently do not healerge financial reporting, internal
auditing and other finance staff, we may need te additional financial reporting, internal aud@iand other finance staff in order to develop
and implement appropriate additional internal colstrprocesses and reporting procedures. We paté&incurring approximately $100,000
in legal costs and $100,000 in accounting costs theenext 12 months as a result of our public canypstatus.

Our common stock is subject to the “Penny Stock” ries of the SEC, which makes transactions in our stk cumbersome and may
reduce the value of an investment in our stock.

Our common stock is considered a “Penny Stock”e $hcurities and Exchange Commission has adoptied!Bg-9 which generally defines
"penny stock" to be any equity security that hasaaket price (as defined) less than $5.00 per shraae exercise price of less than $5.00 per
share, subject to certain exceptions. Our secsiidie covered by the penny stock rules, which impalslitional sales practice requirement
broker-dealers who sell to persons other than ksialol customers and "accredited investors”. Tha taccredited investor" refers generally
to institutions with assets in excess of $5,00080ddividuals with a net worth in excess of $0@MO or annual income exceeding $200

or $300,000 jointly with their spouse. The penrgcktrules require a broker-dealer, prior to a taatisn in a penny stock not otherwise
exempt from the rules, to deliver a standardizsk disclosure document in a form prepared by th€ $Bich provides information about
penny stocks and the nature and level of riskkérnpenny stock market. The brold=aler also must provide the customer with curpéh&nc
offer quotations for the penny stock, the compdasaif the broker-dealer and its salesperson irirdresaction and monthly account
statements showing the market value of each pamek seld in the customer's account. The bid afet ofuotations, and the broker-dealer
and salesperson compensation information, musive® go the customer orally or in writing prior éffecting the transaction and must be
given to the customer in writing before or with thestomer's confirmation. In addition, the penmcktrules require that prior to a transaction
in a penny stock not otherwise exempt from thetesrihe broker-dealer must make a special wridttermination that the penny stock is a
suitable investment for the purchaser and recéiegtirchaser's written agreement to the transackioese disclosure requirements may have
the effect of reducing the level of trading acthiit the secondary market for the stock that igestttio these penny stock rules. Consequently,
these penny stock rules may affect the abilityrokbr-dealers to trade our securities. We belibeg the penny stock rules discourage
investor interest in and limit the marketabilityafr common stock. The Financial Industry Regulatauthority, or FINRA, has adopted sa
practice requirements which may also limit a stadtthr's ability to buy and sell our stock. In adutitto the "penny stock" rules described
above, FINRA has adopted rules that require thed@emmending an investment to a customer, a bidéaler must have reasonable grounds
for believing that the investment is suitable foattcustomer. Prior to recommending speculativegaeed securities to their nanstitutional
customers, broker-dealers must make reasonablesetifoobtain information about the customer'sritial status, tax status, investment
objectives and other information. Under interplieta of these rules, FINRA believes that thereliggh probability that speculative low
priced securities will not be suitable for at lessine customers. FINRA requirements make it mdfiedli for broker-dealers to recommend
that their customers buy our common stock, whicly fimait investors’ ability to buy and sell our stoand have an adverse effect on the
market for our shares.
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We have never paid nor do we expect in the near fute to pay dividends.

We have never paid cash dividends on our capiteksind do not anticipate paying any cash dividemdsur common stock for the
foreseeable future. Investors should not relymmaestment in our Company if they require incageeerated from dividends paid on our
capital stock. Any income derived from our comnstmck would only come from rise in the market praé®ur common stock, which is
uncertain and unpredictable.

We and our security holders are not subject to someeporting requirements applicable to most public ompanies; therefore, investors
may have less information on which to base an invesent decision.

We do not have a class of securities registeregn@dction 12(b) or 12(g) of the Securities ExcleaAgt of 1934, as amended (the
“Exchange Act”). Therefore, we do not prepare prokynformation statements in accordance with ecti4(a) of the Exchange Act with
respect to matters submitted to the vote of ouarsggcholders, including, but not limited to, arciease in our authorized capital stock or the
adoption of stock option plans. Our officers, dicgs and beneficial owners of more than 10% ofammmon stock are not required to file
statements of beneficial ownership on SEC Forndsa8)d 5 pursuant to Section 16 of the Exchangewituch such forms would disclose the
reporting person’s initial ownership interest i @ompany and would be subsequently updated téods@ny additional

transactions. Beneficial owners of more than 5%uwfoutstanding common stock are not requiredeadports on SEC Schedules 13D or
13G. Therefore, investors in our securities nilt have any such information available in makingravestment decision.

We lack proper internal controls and procedures.

We maintain disclosure controls and proceduresdtetlesigned to ensure that information requindsktdisclosed in our Exchange Act
reports is recorded, processed, summarized, andteepwithin the time periods specified in the Séms and Exchange Commission’s rules
and forms, and that such information is accumulateticommunicated to our management, includingahief Executive, as appropriate, to
allow timely decisions regarding required discl@shased on the definition of “disclosure contraid arocedures” in Rule 13a-15(e). In
designing and evaluating the disclosure controts@ncedures, our management recognized that artyot®and procedures, no matter how
well designed and operated, can provide only restslerassurance of achieving the desired contrelatibps, and management necessarily
was required to apply its judgment in evaluating ¢bst-benefit relationship of possible controld procedures.

Management has identified certain material wealesesslating to our internal controls and proceduiBse reason for the ineffectiveness of
our disclosure controls and procedures is the re$the lack of of formal documentation containingtten procedures and controls that must
be followed to ensure the filing of timely and aate reports with the Securities and Exchange Casion and the lack of sufficient
accounting staff to provide for segregation of ésitand responsibilities with respect to our castirobover the disbursements related thereto.

We may fail to qualify for continued listing on the OTC Bulletin Board, which could make it more difficult for investors to sell their
shares.

Our common stock is quoted on the Over the CoBidetin Board (“OTCBB”). There can be no assuratie# quotation of our common
stock will be sustained. In the event that our camrstock fails to qualify for continued quotati@ur common stock could thereafter only be
guoted on the “pink sheets.” Under such circumsanshareholders may find it more difficult to disp of, or to obtain accurate quotations,
for our common stock, and our common stock woultbbee substantially less attractive to certain pasens such as financial institutions,
hedge funds and other similar investors.

Investor relations activities, nominal “float” and supply and demand factors may affect the price ofwr stock.

The Company expects to utilize various techniqueb sis non-deal road shows and investor relatiangpaigns in order to create investor
awareness for the Company. These campaigns miaglenpersonal, video and telephone conferencesimittstors and prospective invest
in which our business practices are described. Gdrapany may provide compensation to investorigeiatfirms and pay for newsletters,
websites, mailings and email campaigns that ardymed by third-parties based upon publialsgilable information concerning the Compe
The Company does not intend to review or approgectintent of such analysts’ reports or other matehased upon analysts’ own research
or methods. Investor relations firms should gelhedisclose when they are compensated for théares, but whether such disclosure is
or complete is not under our control. In additimvestors in the Company may, from time to tiglep take steps to encourage investor
awareness through similar activities that may bdemaken at the expense of the investors. Investareness activities may also be
suspended or discontinued which may impact thengagharket our common stock.
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The SEC and FINRA enforce various statutes andaéguos intended to prevent manipulative or deagptievices in connection with the
purchase or sale of any security and carefullytstne trading patterns and company news and atbemunications for false or misleading
information, particularly in cases where the hallksaof “pump and dump” activities may exist, sustrapid share price increases or
decreases. We, and our shareholders may be sebjectnhanced regulatory scrutiny due to the smatiber of holders who initially will
own the registered shares of our common stock gyldivailable for resale, and the limited tradingriets in which such shares may be
offered or sold which have often been associatéid wiproper activities concerning penny-stockshsas the OTC Bulletin Board or the
OTCQB Marketplace (Pink OTC) or pink sheets. Ustith time as our restricted shares are registeradailable for resale under Rule 144,
there will continue to be a small percentage ofehaeld by a small number of investors, many adwlacquired such shares in privately
negotiated purchase and sale transactions, whitkanmistitute the entire available trading mark&he Supreme Court has stated that
manipulative action is a term of art connoting imienal or willful conduct designed to deceive efrdud investors by controlling or
artificially affecting the price of securities. ®©h times, manipulation is associated by regulatdtts forces that upset the supply and demand
factors that would normally determine trading psic&ince a small percentage of the outstandingremmstock of the Company will initially
be available for trading, held by a small numbeindividuals or entities, the supply of our comnstack for sale will be extremely limited 1
an indeterminate amount of time, which could resuttigher bids, asks or sales prices than wolidmtise exist. Securities regulators have
often cited factors such as thinly-traded markstsall numbers of holders, and awareness campasghallmarks of claims of price
manipulation and other violations of law when congal with manipulative trading, such as wash sategched orders or other manipulative
trading timed to coincide with false or touting ggeeleases. There can be no assurance that thea@gor third-parties’ activities, or the
small number of potential sellers or small percgetaf stock in the “float,” or determinations byrpluasers or holders as to when or under
what circumstances or at what prices they may flangiito buy or sell stock will not artificially ipact (or would be claimed by regulators to
have affected) the normal supply and demand fathatsdetermine the price of the stock.

Item 2. Properties.
Our facilities are located in Pittsburg, CaliforniRxinceton, New Jersey, Miami, Florida and Engledv@liffs, New Jersey.

BioZone Labs manufactures its products in a 209000cGMP facility owned by 580 Garcia Avenue, L L consolidated VIE, and fills and
stores its products at a 60,000 sq. ft. renteditiatocated at 701 Willow Pass Road, Pittsburg,.The lease for the Willow Pass Road
facility expires on April 30, 2014 and provides fotnual rentals of approximately $341,000.

In July 2011, we entered into a lease for approteigs3,869 square feet of laboratory space in Rtort, New Jersey to conduct research and
development activities related to our proprietanygddelivery technology. The lease expires on 20ly2016. Rent expense is $8,065 per
month. In September 2012, we terminated researthiavelopment activities at this location, incluglpersonnel connected with such efforts
and our former consultant. Dr. Nian Wu, a formemsidtant to the Company, agreed to use his bestteto assume the lease of the facility
pursuant to the terms of his Separation Agreement.

Our corporate headquarters is located at 550 Sylwamue, Englewood Cliffs, New Jersey, where wadeapproximately 800 square feet of
office space. The lease expires on June 30, 204:/& éxpense is approximately $2,250 per month.

Item 3. Legal Proceedings.
Except as set forth below, we are not involvedrin pending legal proceeding or litigation that abbve a material impact upon our busii
or results of operations. To the best of our kalgk, no governmental authority is contemplating@oceeding to which we are a party or

to which any of our properties is subject, whichudbreasonably be likely to have a material advefgect on our business or results of
operations.
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Aphena Pharma Solutio— Maryland, LLC f/k/a Celeste Contract Packaging, LIVCBioZone Laboratories, Inc. and BioZone
Pharmaceuticals, Inc. and Daniel Fish

District Court for the District of Maryland NortheDivision; Case 1:12-cv-00852-WDQ

An action was commenced on March 19, 2012 agaiegtdhe Labs, the Company and a former officer anectbr of the Company, Daniel
Fisher in the United States District Court for tistrict of Maryland. The plaintiff alleges breachcontract and other commercial
wrongdoing and seeks damages in connection withigéespurchase order issued during early 2010ing/db the development of certain over
the counter products to treat cough and cold symptoThe Company refutes the allegations and istémaigorously defend against this
action. We are unable to provide an estimate oftheunt or range of reasonable possible lossesthimntitigation because, among other
reasons, the complaint does not set forth a mondtmnand.

Daniel Fisher v. BioZone Pharmaceuticals, Inc.jdIMaza, Brauser Honig Frost Group, Michael Brauydgarry Honig, and The Fros
Group LLC

United States District Court, Northern District@&lifornia, No. 12-03716

On July 16, 2012, Daniel Fisher (“Fisher”), a formoéficer and director of the Company, commenceaetion in the United States District
Court for the Northern District of California agatrthe Company and certain officers and investuesebf. Fisher asserts claims for breac
contract, conversion, wrongful termination, andusbjenrichment, and violation of the federal wieiskbwer statute arising from his former
role as an officer and director of the Company eertiain contractual agreements that he enterednitothe Company. Fisher seeks $23
million in damages as against all defendants. Ttwa@any disputes Fisher’s allegations, intendsgondusly defend them and has filed an
action against Fisher in New York described beld{e. are unable to provide an estimate of the amourdgnge of reasonable possible losses
from this litigation because it is at a very ealgge.

BioZone Pharmaceuticals, Inc. v. Daniel Fisher &&® Garcia Properties, LL!

Supreme Court of the State of New York, County efMNYork, No. 652489/2012

On July 18, 2012, the Company filed a Summons Witkice in New York State Court against Fisher aBl &arcia Properties, LLC alleging
breach of contract, breach of fiduciary duty, nggice, and fraud claims arising from Fisher’s farnode as an officer and director of the
Company. On November 16, 2012, the Company fte@omplaint in this action that specified the natand extent of its claims against
Fisher. The Company is seeking a minimum of $2ienilin damages, together with the cancellatios.65 million shares of the Company’s
stock, and Fisher’s forfeiture of property locate®b80 Garcia Avenue, Pittsburg, CA, which propé&tysed by the Company as a warehouse
facility.

Item 4. Mine Safety Disclosures.

Not Applicable.
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PART Il

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities.

Market Information

Our common stock has been quoted on the OTC BulBdiard under the symbol “BZNE.OB since March 712@nd prior to that under the
symbol “ISFR”. The following table sets forth thiggh and low prices as reported on the OTC BullBiard. The quotations reflect inter-
dealer prices, without retail mark-up, mark-dowrcommission, and may not represent actual tramseti Prior to May 19, 2011, there was
no active market for our common stock. As of AfiR013, there were approximately 257 holders ofm of our common stock.

Fiscal year ended December 31, 20:
Period High Low

May 19, 2011 through June 30, 2( $ 5.5( $ 1.5C
July 1, 2011 through September 30, 2 $ 4.6¢ $ 1.5C
October 1, 2011 through December 31, 2 $ 4.64 $ 3.6¢
Fiscal year ended December 31, 20:

January 1, 2012 through March 31, 2( $ 3.6¢ $ 1.6C
April 1, 2012 through June 30, 20 $ 4.0C $ 1.04
July 1, 2012 through September 30, 2 $ 4.0C $ 0.51
October 1, 2012 through December 31, 2 $ 3.4¢ $ 0.51

The last reported sales price of our Common stocthe OTC Bulletin Board on March 29, 2013 was 3$1p6ér share.
DIVIDEND POLICY

We have not declared nor paid any cash dividendusrCommon stock, and we currently intend to retaiare earnings, if any, to finance 1
expansion of our business, and we do not expgEyany cash dividends in the foreseeable futune.decision whether to pay cash
dividends on our Common stock will be made by aeard of directors, in their discretion, and willpgad on our financial condition, results
of operations, capital requirements and other fadtwat our board of directors considers significan

Securities Authorized for Issuance under Equity Comensation Plans
We have not adopted an equity compensation pldate
Recent Sales of Unregistered Securities

On June 28, 2012, we issued 10% convertible pramjigsotes (the “June 2012 Convertible Notes”veh aggregate principal amount of
$455,274 and warrants (the “June 2012 Warramtsplurchase 2,250,000 shares of our common staak exercise price of $0.40 per shar
the holders of the Working Capital Notes and JUpE22Vorking Capital Notes with an aggregate amaodiprinciple and accrued interest ¢
as of such date equal to the aggregate principtauatof the June 2012 Convertible  Notes. TheRkivig Capital Notes and June 2012
Working Capital Notes were cancelled. The June22Ddnvertible Notes bear interest at the rate &6 p&@r annum and mature two years
from their issue date. We may prepay any outstgndimounts owing under the June 2012 Convertible®Nah whole or in part, at any time
prior to the maturity date. The entire remaininmgipal amount and all accrued but unpaid or uneoi®d interest is due and payable on the
earlier of the Maturity Date or the occurrence mfavent of Default (each as defined in the Jun@20dnvertible Notes). The June 2012
Convertible Notes are convertible into shares afomummon stock at an initial conversion price of280per share.

On June 13, 2012, we sold 10% promissory notes avitaggregate principal amount of $200,000 (theé012 Working Capital Notes”) to
accredited investors for an aggregate purchase pfi§200,000. The principal amount of the June22@/brking Capital Notes is payable in
cash on the date that is the earlier of receighbyCompany of $500,000 or more from any sourdeefathan sales in the ordinary course of
business) or three months from the issuance dhteJiine 2012 Working Capital Notes bear interetfteatate of 10% per annum. We may
prepay any outstanding amounts owing under the 20h2 Working Capital Notes, in whole or in pattaay time prior to the maturity date.
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On April 18, 2012, we sold a 10% senior convertjilemissory note with a principal amount of $250,0the “Working Capital Note”) to an
accredited investor for a purchase price of $250,00he principal amount of the Working Capital 8lag payable in cash on such dates a
such amounts as set forth in the Working CapitaeNi@sed on the receipt of the Vendor Proceeds. |akt date of the scheduled payments
under the Working Capital Note is referred to as“final Maturity Date”. All of our obligations ued the Purchase Order Note are secured
by a first priority security interest in the Vend@roceeds. The buyers of the February 2012 Notegddo subordinate their security interest
in the Vendor Proceeds to the interest of the hadfléhe Working Capital Note.

On March 13, 2012, we sold a 10% senior converpibbenissory note (the “Note”) to an accredited stee (the “Investor”) for an aggregate
purchase price of $1,000,000. The principal amofithe Note is payable in cash on such datesrasddh amounts as set forth in the Note,
based on the receipt of proceeds from sales totaiceendor (the “Vendor Proceeds”). The lased#tsuch scheduled payment shall be
referred to as the “Final Maturity Date”. The Caang may prepay any outstanding amounts owing utigelote, in whole or in part, at any
time prior to the Final Maturity Date. The entiemaining principal amount and all accrued but ishpa unconverted interest thereof, shall
be due and payable on the earliest of (1) the Mfraurity Date, (2) the consummation of a financingthe Company resulting in net
proceeds equal to or greater than 1.5 times thairéng outstanding unconverted principal amounebeder and (3) the occurrence of an
Event of Default (as defined in the Note). The Nisteonvertible into shares of the Company’s comstock at an initial conversion price of
$1.50 per share. All of the Company'’s obligationsler the Note are secured by a first priority sigumterest in the Vendor Proceeds. The
transaction did not involve any underwriters, umdé@mg discounts or commissions, or any publiceofiig. The issuance of these securities
was deemed to be exempt from the registration reménts of the Securities Act of 1933, as ameniledirtue of Section 4(2) thereof, as a
transaction by an issuer not involving a publieafig.

On March 1, 2012, the Company issued 455,000 sladiiesscommon stock to certain individuals whowpoeisly purchased shares of the
Company’s common stock on November 3, 2011 at ehyase price of $1.00 per share. The transactionatithvolve any underwriters,
underwriting discounts or commissions, or any prbffering. The issuance of these securities wasneel to be exempt from the registration
requirements of the Securities Act of 1933, as atednby virtue of Section 4(2) thereof, as a tratisa by an issuer not involving a public
offering.

On February 24, 2012, we entered into a Secuftigshase Agreement with a purchaser pursuant tohwin sold (i) $1,700,000 of 10%
secured convertible promissory note due two years the date of issuance and (ii) warrants to msel8,500,000 shares of the Company’s
common stock at an exercise price of $0.40 perestvargross proceeds to us of $1,700,000. Theaction did not involve any underwriters,
underwriting discounts or commissions, or any prbffering. The issuance of these securities wasneel to be exempt from the registration
requirements of the Securities Act of 1933, as atednby virtue of Section 4(2) thereof, as a tratisa by an issuer not involving a public
offering.

On February 27, 2012, the Company issued warrargarchase 1,000,000 shares of the Company’s constook at an exercise price of
$0.60 per share to the former holders of the M@@hl Notes described in Note 6 — Convertible N&gable in connection with the
repayment of those notes. The transaction didnvotive any underwriters, underwriting discountcommissions of any public offering.
The issuance of these securities was deemed teelnepé from the registration requirements of theusigies Act of 1933, as amended, by
virtue of Section 4(2) thereof, as a transactiormbyssuer not involving a public offering.

On February 28, 2012 and February 29, 2012, weaokflditional $600,000 of Notes and issued Wasranpurchase an additional
3,000,000 shares of the Company’s common stockddianal Buyers for gross proceeds to the Compzr$600,000.

The entire principal amount and any accrued anéidnpterest on the Notes shall be due and payaldash on the Maturity Date. The
Notes bear interest at the rate of 10% per annina.Notes are convertible into shares of the Con’s common stock at an initial
conversion price of $0.20 per share, subject tasidjent. The Company may prepay any outstandirayatdue under the Notes, in whole
or in party, prior to the Maturity Date. The Nota® subject to certain “Events of Defaults” whaduld cause all amounts due and owing
thereunder to become immediately due and payali@ny other things, the Company's failure to payasgrued but unpaid interest when
due, the failure to perform any obligation under Transaction Documents (as defined herein) amjfrapresentation or warranty made by
the Company in connection with the Transaction Deents shall prove to have been incorrect in anyeristrespect, shall constitute an
Event of Default under the Transaction Documenit®& Warrant is immediately exercisable and expeasyears after the date of
issuance. The Warrant has an initial exerciseepfc$0.40 per share. The Warrant is exercisabéash or, while a registration statement
covering the shares of Common Stock issuable ugercise of the Warrant, or an exemption from regtgin, is not available, by way of a
“cashless exercise”.
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The Company is prohibited from effecting a convamsdf the Notes or exercise of the Warrants, toetttent that as a result of such
conversion or exercise, the Buyer would benefigialn more than 4.99% (subject to waiver) in thgragate of the issued and outstanding
shares of the Company’s common stock, calculatedeidiately after giving effect to the issuance arsls of common stock upon conversion
of such Note or exercise of such Warrant, as tke ozay be. In connection with the sale of the Natekthe Warrants, the Company and the
collateral agent for the Buyers entered into a ¢deahd Security Agreement (the “Security Agreemand, collectively with the Securities
Purchase Agreement, the Note and the Warrant,Titensaction Documents”) pursuant to which all & @ompany’s obligations under the
Notes are secured by a first priority perfectediggcinterest in all of the tangible and intangilassets of the Company, including all o
ownership interest in its subsidiaries. The Compaeny granted the Buyers “piggy-back” registratiigits with respect to the shares of
common stock underlying the Notes and the sharesrmamon stock underlying the Warrants, for a pedabtivelve (12) months from the ds

of closing.

On January 25, 2012, we sold an aggregate of 70@0ids (the “Units”) with gross proceeds to then@any of $350,000. Each Unit was
sold for a purchase price of $0.50 per Unit andsists of: (i) one share of Common Stock and (fgwr-year warrant to purchase fifty (50%)
percent of the number of shares of Common Stockhased at an exercise price of $1.00 per shargciub adjustment upon the occurrence
of certain events (the “Warrant”). The Warrants rbayexercised on a cashless basis after twelvenfd@jhs from the date of closing, if there
is no effective registration statement coveringghares of Common Stock issuable upon exercideedMarrant. The Company has granted
the investors “piggy-back” registration rights wittspect to the shares of common stock underlyiadJnits and the shares of common stock
underlying the Warrants, for a period of twelve)(fronths from the date of closing. The transactimhnot involve any underwriters,
underwriting discounts or commissions, or any pubffering. The issuance of these securities wasnéel to be exempt from the registration
requirements of the Securities Act of 1933, as atadnby virtue of Section 4(2) thereof, as a tratisa by an issuer not involving a public
offering.

On January 11, 2012, we sold an aggregate of 60QJads with gross proceeds to the Company of $BIMEach Unit was sold for a
purchase price of $0.50 per Unit and consistsipfine share of Common Stock and (ii) a four-yearnant to purchase fifty (50%) percent of
the number of shares of Common Stock purchased exercise price of $1.00 per share, subject tosagient upon the occurrence of certain
events (the “Warrant”). The Warrants may be exertisn a cashless basis after twelve (12) montins fhe date of closing, if there is no
effective registration statement covering the shafeaCommon Stock issuable upon exercise of the&dar The Company has granted the
investors “piggy-back” registration rights with pext to the shares of common stock underlying thiégstand the shares of common stock
underlying the Warrants, for a period of twelve)(frbnths from the date of closing. The transactiiohnot involve any underwriters,
underwriting discounts or commissions, or any prbffering. The issuance of these securities wasneel to be exempt from the registration
requirements of the Securities Act of 1933, as atednby virtue of Section 4(2) thereof, as a tratisa by an issuer not involving a public
offering.

On November 30, 2011, we issued 500,000 sharesnofon stock, par value $0.001 per share, at a paecprice of $0.50 per share purs
to a subscription agreement. The transaction didnmvolve any underwriters, underwriting discouatscommissions, or any public offering.
The issuance of these securities was deemed teelnept from the registration requirements of theuiies Act of 1933, as amended, by
virtue of Section 4(2) thereof, as a transactiorabyssuer not involving a public offering.

On November 30, 2011, we issued 1,018,356 sharesnofnon stock, par value $0.001 per share, upowvetsion of the principal and all of
the interest due on a certain convertible promissote issued on September 22, 2011. The Companyisgued the holder a warrant to
purchase 500,000 shares of common stock at anisxgnice of $1.00 per share. The shares and miarveere issued to an "accredited
investor" in a transaction that did not involve amderwriters, underwriting discounts or commissiasr any public offering. The issuance of
these securities was deemed to be exempt fronedistmration requirements of the Securities Act@83, as amended, by virtue of Section 4
(2) thereof, as a transaction by an issuer nothfvg a public offering.
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On November 3, 2011, we issued 455,000 sharesnofinom stock, par value $0.001 per share, at a pseghiace of $1.00 per share pursuant
to subscription agreements entered into on Oct®bge2011 and November 1, 2011. The transactiomalidnvolve any underwriters,
underwriting discounts or commissions, or any pubffering. The issuance of these securities wasngel to be exempt from the registration
requirements of the Securities Act of 1933, as atadnby virtue of Section 4(2) thereof, as a tratisa by an issuer not involving a public
offering.

On October 28, 2011, we issued an aggregate 05Q@@zhares of our common stock to the holderseof\ibtes issued in March 2011, in
consideration for the extension of the maturityedadf such Notes. The transaction did not invalwg underwriters, underwriting discounts
or commissions, or any public offering. The isswaatthese securities was deemed to be exempttfremegistration requirements of the
Securities Act of 1933, as amended, by virtue @tiBe 4(2) thereof, as a transaction by an issoeimnvolving a public offering.

On September 22, 2011, we issued a 10% convepiblaissory note with a principal amount of $500,0@e on March 22, 2012 and a
warrant to purchase certain securities of the Compaa Target Transaction Financing (defined aprieate placement of the Company'’s
securities yielding gross proceeds to the Compéuay least $8,000,000"), pursuant to a Securitiezase Agreement. The transaction did
not involve any underwriters, underwriting discaint commissions, or any public offering. The ismeaof these securities was deemed !
exempt from the registration requirements of theuiges Act of 1933, as amended, by virtue of Bect(2) thereof, as a transaction by an
issuer not involving a public offering.

On September 21, 2011, we issued 13,914 sharesrofhion stock to Aero Pharmaceuticals, Inc., dubeadelay in filing the Company's
Registration Statement on Form S-1, as requiretthéyAsset Purchase Agreement between the Companfen Pharmaceuticals, Inc. The
transaction did not involve any underwriters, umg#mng discounts or commissions, or any publiceoifig. The issuance of these securities
was deemed to be exempt from the registration reménts of the Securities Act of 1933, as amenloledirtue of Section 4(2) thereof, as a
transaction by an issuer not involving a publieafig.

On May 16, 2011, the Company issued 7,724,000 sludreur restricted common stock to Aero and assufexo’s liabilities in connection
with the acquisition and agreed to issue additishakes on the basis of one share for (A) eachrdoficurrent assets transferred to the
Company at the closing, as set forth on the clodatg balance sheet of Aero, to be delivered fotigwhe closing, and (B) each dollar of
costs incurred for liquidation, certain income taa@d perfected or settled dissenters’ rights pfaipal, up to a maximum of an additional
7,500,000 shares. Pursuant to the foregoing, timep@ay issued an additional 607,396 shares. Thedction did not involve any
underwriters, underwriting discounts or commissjarsany public offering. The issuance of theseisges was deemed to be exempt from
the registration requirements of the Securities@# 933, as amended, by virtue of Section 4(2)ethie as a transaction by an issuer not
involving a public offering.

On March 29, 2011, we issued 10% secured convenpitdmissory notes in the aggregate principal sbi$i2@50,000, due on September 29,
2011 (unless accelerated as described below) tb&e$”) and warrants (the “Warrants”) to purcheseain securities of the Company in the
Target Transaction (which is defined as a transagiursuant to which the Company will acquire onenore businesses or companies
approved by the holders), pursuant to a Secuitigshase Agreement Financing entered into on Febf2 2011. The Notes have an
aggregate principal amount of $2,250,000 and matnrine earlier of September 29, 2011 or the ctpdite of the Target Transaction
Financing (such earlier date, the “Maturity DateThe entire principal amount and any accrued andhidripterest shall be due and payab
cash on the Maturity Date. The Notes bear inteaeste rate of 10% per annum. The principal atet@st will not be prepaid except in
connection with the consummation of the Target $aation Financing, in which case the holder magtedéher to (i) convert all of the
principal and accrued and unpaid interest thentauting into the securities offered in the TargetriBaction Financing at a price per share or
unit, as the case may be, equal to 80% of the ptigéhich such securities are sold or (ii) reqtiire Company to repay the principal amount
then outstanding and any accrued and unpaid ittiereash. In the event that the Note is not preépaiconverted prior to September 29,
2011, the Company shall pay to the holders (irethgregate) a penalty fee equal to: (i) the prina@paount of the Note divided by (ii)
$2,000,000 and multiplied by (iii) $100,000. In tneent that the Target Transaction has not closent prior to September 29, 2011, the
Company shall pay to the holder 150% of any portibthe principal amount then outstanding plusatirued and unpaid interest thereon.
The Notes and Warrants were issued to accreditegsiars in reliance upon the exemption from regiitn provided by Section 4(2) of the
Securities Act of and Rule 506 promulgated thereundin March 2012, the Company repaid in fulladlthe outstanding principal and
accrued interest due with respect to the Note® tfidnsaction did not involve any underwriters,emditing discounts or commissions, or
any public offering. The issuance of these se@gitvas deemed to be exempt from the registrataguinaments of the Securities Act of 1933,
as amended, by virtue of Section 4(2) thereof, tagresaction by an issuer not involving a publieohg.
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Item 6. Selected Financial Data.
Not applicable
Item 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.

The following discussion and analysis should bel ieaconjunction with the Consolidated FinanciatS8ments included elsewhere in this
report and the information described under theiocapRisk Factors” and “Special Note Regarding FarsvLooking Statements” above.

Company Overview

BioZone Pharmaceuticals, Inc., formerly known asrmational Surf Resorts, Inc., was incorporatedennhe laws of the State of Nevada on
December 4, 2006 to operate as an intebased provider of international surf resorts, caamsguided surf tours. The Company propost
engage in the business of vacation real estateestals related to its surf business and it owasalbsite isurfresorts.com. During late
February 2011, the Company began to explore aligasato its original business plan. On Februday2011, the prior officers and directors
resigned from their positions and the Company apipdia new President, Director, principal accountfficer and treasurer and began to
pursue opportunities in medical and pharmaceutiedinologies and products. On March 1, 2011, thegamy changed its name to BioZone
Pharmaceuticals, Inc.

On May 16, 2011, the Company acquired substantilligf the assets and assumed all of the liabditof Aero Pharmaceuticals, Inc. pursuant
to an Asset Purchase Agreement dated as of that desro manufactures markets and distributeseadfrdermatological products under the
trade name of Baker Cummins Dermatologicals.

In December 2011, in accordance with the interthefparties participating in the reverse mergecidesd below, the Company transferrec
55% ownership in ISR de Mexico, S. R.L. de C. Wexican corporation that was owned by the Compmhming the period prior to
February 22, 2011, in return for and cancellatibh3;948,001 shares of the Company’s common stock.

Reverse Merge

On June 30, 2011, the Company acquired all of thistanding shares of BioZone Laboratories, Inc.iendffiliates. BioZone Labs primarily
is engaged in the business of developing and matwifag Over the Counter (“*OTC”) drug products a$metic and beauty products on
behalf of third parties. Equalan LLC (“Equalanf@lated to BioZone Labs through common stock owriprsnarkets a line of proprietary sl
care products under the brand names of Glyderfaquachem LLC (“Equachem”) also related to BioZaabs through common stock
ownership, sells raw materials used in OTC drugsarsmetic products. We refer to BioZone Labs, aquand Equachem as the “BioZone
Labs Group”. The BioZone Labs Group generated $a@d2$12.6 million of sales during the years endedember 31, 2012 and 2011,
respectively, of which $17.2 million or 94% and $.iillion or 92%, respectively, were generated3iyZone Labs from its third party
contract manufacturing business.

Pursuant to authoritative accounting guidance, ez@anted for the purchase of the BioZone Labs Gasup “Reverse Merger”, with each of
BioZone Labs, Equalan and Equachem, treated ascti@inting survivor.
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On February 22, 2013 and March 7, 2013, we ligeid&quachem and Equalan, and transferred theiitagito BioZone Labs in an effort
reduce selling and administrative expenses.

Results of Operations
Year Ended December 31, 2012 Compared to the Weded=December 31, 2011:
Sales

Sales for the years ended December 31, 2012 aridv@&® $17,190,720 and $12,605,146 respectivelg.ifd¢rease in revenue of $4,585,!
or 36.4% primarily was attributable to new prodaocton behalf of an internet retailer who becamasiamer of BioZone Labs in late 2011,
increased production on behalf of Matrixx Initias; our largest customer; and increased ordersdrorfegacy customers from increased

end-user demand.

Cost of Sales and Gross Profit

Cost of sales for the years ended December 31, 2042011 were $9,969,068 and $9,919,568, respgtiesulting in gross profit of
$7,221,652 and $2,685,578, respectively. The guosfit percentages for the years ended Decembe2@®L2, and 2011 were 42% and 21%,
respectively.

The increase in gross profit of $4,536,074 primyanihs attributable to increased sales offsettingranunt of cost of goods sold that is fixed
regardless of the number of units produced; andte-wff of obsolete and unusable inventory in 2@4alued at $1,439,616 as compared to a
write-off of inventory in 2012 valued at $405,9Bxcluding the charges to inventory, our gross profirgins were 44% and 33% for the
years ended December 31, 2012 and 2011, respgc

Operating Expenses

We had total operating expenses of $9,858,21hyear ended December 31, 2012 as compared 625678 for the year ended December
31, 2011. The increase in operating expenses @B$3%35 is due to an increase in general and adirative expenses of $869,292; $548,492
of expenses related to the reverse merger andtiefiethe consolidation of Baker Cummins for thé year 2012 rather than a partial year in
2011; and an increase in legal fees of $325,008%:s& expenses were offset by small decreasesiqusa@xpense accounts. Selling expenses
increased by $96,435 or 14.2% to $774,778 for #w ¥nded December 31, 2012 from $678,343 forehe gnded December 31, 2011 due
to the large increase in sales. Research and §@weint expenses increased $319,908, due to théngpafrour research facility in Princetc

NJ and the addition of 5 staff members. In Septer@bé2, we terminated research and developmenitiasiat this location, includin
personnel connected with such efforts.

On December 18, 2012, Matrixx Initiatives initiatedoluntary recall of one lot of ZicafrExtreme Congestion Relief nasal gel that we
manufactured on their behalf (the “Product RecaMatrixx took this step after we informed Matrithat we found a small amount of
Burkholderia cepacia in a single sample of the pcbtaken from the affected lot. Burkholderia cépgmses little medical risk to healthy
individuals. However, Burkholderia cepacia in aalapray could cause upper airway colonizationsewbndarily lead to respiratory
infections in individuals with a compromised immustem or those with chronic lung conditions, sasltystic fibrosis. The organism is
resistant to many antibiotics and may be diffi¢aleradicate in this sensitive population if arestfon occurs. To our knowledge, Matrixx has
not received any reports of illness.

On January 3, 2013, Matrixx sent BioZone Labs adeadf Default under the Supply Agreement dated [8a2009 by and between BioZone
and Zicam, LLC to formally notify BioZone Labs thdgtrixx is handling the Product Recall and wiltitére BioZone Labs to reimburse
Matrixx for all costs and expenses related to tteglict Recall. Preliminary estimates of the damaglkeded to the Product Recall range from
$1 million to $3 million.

We recorded a charge of $2,000,000 for the costiofbursing Matrixx for the expense of the Prodretall. We have paid Matrixx a total of
$579,197, the balance remains due and owing.
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Interest Expens

We incurred interest expense of $5,481,581 foyter ended December 31, 2012 as compared to $8531fyr the year ended December
2011. The increase in interest expense of $4,28ritharily is due to an increase of $3,295,896iltewy from recording the excess value of
warrants issued with the convertible notes the Gomgsold in 2012. In addition, $976,319 of the @ase was due to the amortization of the
debt discount recorded for the warrants issued thighconvertible notes sold by the Company in 20Iese increases were partially offset
by a decrease in interest paid due to lower inteedéss and lower average outstanding balances.

Change in value of derivative instruments

We recorded a gain of $153,540 related to the ahémthe fair market value of our derivative instients for the year ended December 31,
2012 compared to the period ended December 31, ®B&h we recorded a loss of $281,508 for.

Net Loss / Incom

As a result of the foregoing, we realized a ne$ lafs$7,964,602 for the year ended December 312 28kcompared to a net loss of $5,457
for the year ended December 31, 2011, an increasetiloss of $2,507,292.

Evaluation of Disclosure Controls and Procedu

We have identified certain material weaknessegingldo our internal controls and procedures. fidason for the ineffectiveness of our
disclosure controls and procedures is the resultefack of formal documentation containing writfgrocedures and controls that must be
followed to ensure the filing of timely and accera¢ports with the Securities and Exchange Comanisand the lack of sufficient accounting
staff to provide for segregation of duties and oesibilities with respect to our cash control other disbursements related thereto. Although
neither management nor our independent auditocedised any significant errors in the preparatibow financial statements, the lack of
formal written controls and procedures and the tzfakultiple levels of review and segregation ofiesi could lead to error or fraud and is
considered a per se material weakness in inteamdfals over financial reporting Recently we hiaattlitional staff in our accounting
department and are initiating a program to estalitismal written controls and procedures.

Liquidity and Capital Resource

As of December 31, 2012, our current assets we@/9293 as compared to $2,904,436 at Decemb&0d1, As of December 31, 2012,
our current liabilities were $7,925,513, as comgace$7,278,170 at December 31, 2011. Operatitigittes used net cash of $1,471,396 for
the year ended December 31, 2012, as comparedhp et cash of $420,953 for the year ended DeceBhe2011.

During the year ended December 31, 2012, investitigities used net cash of $374,336, comprisezhsh used for the purchases of prop
and equipment. During the year ended December@1,, 2nvesting activities provided net cash of 80, primarily due to the cash acqui
in the Aero acquisition.

During the year ended December 31, 2012, cash,d9$1695 was provided by financing activities, dstisg of proceeds from the issuance
of convertible notes of $3,750,000, and the saleoaimon stock of $650,000. This was offset by yapent of convertible notes payable of
$2,650,115, payment of deferred financing fees3&, %04, and repayment of debt of $222,001 comp@areét cash provided by financing
activities of $575,521 during the comparable twatventh period ended December 31, 2011, which ctatsisf proceeds from convertible
debt of $2,750,000 and proceeds from the salerofwon stock of $705,000, offset by repayments ofdwings of note holders, primarily
Bank of Marin, of $2,725,904, payment of deferriedificing fees of $150,364 and repayment to shadel®bf $3,211.

Our net loss for the years ended December 31, 802011 was $7,964,602 and $5,457,310 respactielof December 31, 2012, we had
cash and cash equivalents of $62,296 and negatiiang capital of $5,255,220.

On March 22, 2013, BioZone Laboratories, Inc. (tBeller”), a wholly-owned subsidiary of Biozone Pheceuticals, Inc., entered into a
Factoring and Security Agreement (the “Factoringe®gnent”) with Midland American Capital Corporati@gMidland”) pursuant to which
Midland will provide up to $1,500,000 of financingn a discretionary basis, against the Companygswat receivables. Under the Factoring
Agreement, Midland has agreed to purchase certziouat receivables of the Seller and the Sellerlgased to pay Midland an initial fee of
2.5% of the face amount of an account (subjecettat adjustments) plus 0.833% of the face amotiah account (subject to certain
adjustments) for each 10 day period following tin&t 30 days of financing. In connection with #aseecution of the Factoring Agreement, the
Seller entered into a Purchase Money Rider (thectftase Money Rider”) with Midland pursuant to whididland will provide to the Seller,
on a discretionary basis, financing to procure naaterials for the manufacture of Seller's good< fihancing under the Purchase Money
Rider may be made via direct payment to the Comisasyppliers or issuance of letters of credit. ThkeBwill be required to pay Midland
initial purchase fee of 2.95% of the amount finahphkis a purchase money fee of 0.933% of the anfmariced for each 10 day period
following the first 30 days of financing. In additi to and in connection with the foregoing, Guagardnd Security Agreements, Validity
Guarantees and Intercreditor Agreements were eg@cuthe above description of the Factoring Agregraad the agreements executed in
connection therewith do not purport to be compéate is qualified in its entirety by reference tonfig of such agreements which are filed as
exhibits to this Annual Report.
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We are in the process of reviewing our contractufesturing cost structure to identify inefficiensiand opportunities for reductions. Also,
we are reviewing our sales efforts and programdeotify opportunities for increasing sales volumée anticipate that these efforts will
reduce or eliminate ongoing losses and allow udtdinue contract manufacturing operations forfthieseeable future.

Our current balances of cash will not meet our waylcapital and capital expenditure needs for e twelve months. Because we are not
currently generating sufficient cash to fund ouermgpions, we may need to rely on external finantingeet future operating, debt repayment
and capital requirements. Any projections of fatoash needs and cash flows are subject to substamtertainty. We can make no
assurance that financing will be available in amsun on terms acceptable to us, if at all. Furtlieve issue equity securities, stockholders
may experience additional dilution or the new egaécurities may have rights, preferences, orleges senior to those of existing holders of
common stock, and debt financing, if available, rmasplve restrictive covenants that could restoiat operations or finances. If we cannot
raise funds, when needed, on acceptable terms,ayennt be able to continue our operations, growketsshare, take advantage of future
opportunities, or respond to competitive pressaramanticipated requirements, all of which coutdyatively impact our business, operating
results, and financial condition. These conditicaise substantial doubt about our ability to camgilas a going concern.

Off-Balance Sheet Arrangements
As of December 31, 2012, we had no material of&bed sheet arrangements other than operating leases
Contractual Obligations

On June 30, 2011, the Company entered into thraeepecutive employment agreements with three bdkrs, Brian Keller, Christian
Oertle and Daniel Fisher, to serve as our Presid@drief Operating Officer and Executive Vice Presi respectively. The agreements with
Messrs. Keller and Fisher provide for annual satadf $200,000 each and the agreement with Mrléht provides for an annual salary of
$150,000. Pursuant to the terms of the agreemeaxt$, of these executives is eligible to particiiathe Company’s long term incentive
compensation programs and is entitled to an arrarals if the Company meets or exceeds criteriataddyy the Compensation Committee
of the Board, subject to certain claw back rigfitse agreements provide for payments of six morgbgerance in the event of early
termination (other than for cause).

Impact of Inflation

The impact of inflation upon our revenue and inciffoss) from continuing operations during eachhef past two fiscal years has not been
material to our financial position or results ofkogtions for those years because we do not maisigmificant inventories whose costs are
affected by inflation.

Properties
Our facilities are located in Pittsburg, Californixinceton, New Jersey, Miami, Florida and Engledv@liffs, New Jersey.

BioZone Labs manufactures its products in a 209000cGMP facility owned by 580 Garcia Avenue, LLG consolidated VIE and fills and
stores its products at a 60,000 sq. ft. renteditfatocated at 701 Willow Pass Road, Pittsburg,.The lease for the Willow Pass Road
facility expires on April 30, 2014 and provides fmnual rentals of approximately $341,000.

In July 2011, we entered into a lease for approteige3,869 square feet of laboratory space in Rtmt, New Jersey to conduct research and
development activities related to our proprietamygddelivery technology. The lease expires on 20ly2016. Rent expense is approximately
$8,065 per month. In September 2012, we terminaselarch and development activities at this lonaiicluding personnel connected with
such efforts and our former consultant. Dr. Nian,&@ormer consultant to the Company, agreed tdissbest efforts to assume the lease of
the facility pursuant to the terms of his Separafi\greement.
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Our corporate headquarters is located at 550 Sylwamue, Englewood Cliffs, New Jersey, where wadegpproximately 1,250 square feet
of office space. The lease expires on June 30,.28E3it expense is approximately $2,250 per month.

Seasonality

Many of our products include cough/cold remedidsictv are often sold in the winter months. Accordlingur business is cyclical.
Approximately two thirds of our revenue is genedatethe second half of the calendar year.

Critical Accounting Policies and Estimates

The preparation of financial statements in accordamith accounting principles generally accepteth@United States requires management
to make estimates and assumptions that affecttepamounts and related disclosures in the finhetatements. Management considers an
accounting estimate to be critical if it requires@mptions to be made that were uncertain atrine ttie estimate was made, and changes in
the estimate or different estimates that could Hmeen selected could have a material impact oransolidated results of operations or
financial condition.

Basis of Consolidatio

The consolidated financial statements include towants of BioZone Pharmaceuticals, Inc. and ibsigliaries, all of which are wholly
owned, its equity investment in BetaZone LaboragrLLC, and 580 Garcia Ave, LLC, a Variable Ingtrentity (“VIE”).

The Company considered the terms of its intereSBhGarcia and determined that it was a variatikrést entity (VIE) in accordance with
ACS 810-10-55, and that it should be consolidatél the Company. As of December 31, 2011, amoreiéding to 580 Garcia included in
the consolidated assets, which are shown in Ppped Equipment, and consolidated liabilities, vahdee reported in long-term debt, total
$758,814 and $2,582,818, respectively. The Compamyp the manufacturing facility located at 580 ¢&aAvenue, Pittsburg CA from 580
Garcia, is the sole tenant and is a guarantoreofitrtgage note issued by 580 Garcia to GECCjehehblder on the property. The
Company’s maximum exposure to loss, which is basethe Company’s guarantee of the mortgage nos8@iGarcia owed to GECC, is
$2,582,818, which equals the carrying amount ofitii#lity as of December 31, 2012.

Revenue Recognitic

BioZone Labs operates as a contract manufactutepaoduces finished goods according to customesifipetions. Equalan sells its
merchandise directly to dermatologists and to entatailers. Equachem operates as a reseller ofnplcautical raw materials and licensor of
intellectual property. The agreements with custanfier each of the companies do not contain anytsighreturn other than for goods that

to meet the specifications provided by the custoilene of the companies has experienced any signifireturns from customers and
accordingly, in management’s opinion, no reservadturns is provided. We record revenue when @eiga evidence of an arrangement
exists, services have been rendered or produatetiglhas occurred, the selling price to the custamixed or determinable and collectabi
of the revenue is reasonably assured.

Revenue from the licensing of intellectual propéstyecorded when reported to us by the licensee.

Convertible Instruments

We evaluate and account for conversion options e in convertible instruments in accordance WHC 815 “Derivatives and Hedging
Activities”.

Applicable GAAP requires companies to bifurcatevagion options from their host instruments ancaot for them as free standing
derivative financial instruments according to certaiteria. The criteria include circumstancesvnich (a) the economic characteristics and
risks of the embedded derivative instrument arecteztrly and closely related to the economic charéstics and risks of the host contract, (b)
the hybrid instrument that embodies both the embeédigrivative instrument and the host contracotse-measured at fair value under other
GAAP with changes in fair value reported in earsiag they occur and (c) a separate instrumenttihgtiame terms as the embedded
derivative instrument would be considered a deifreainstrument.
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We account for convertible instruments (when weehdetermined that the embedded conversion optlomsd not be bifurcated from their
host instruments) as follows: We record when nesgssliscounts to convertible notes for the inidnalue of conversion options embedded
in debt instruments based upon the differencesdmivthe fair value of the underlying common stadka commitment date of the note
transaction and the effective conversion price afdbd in the note. Debt discounts under these a@raagts are amortized over the term of
the related debt to their stated date of redemplibe embedded conversion option in connection withconvertible debt could not be
exercised unless and until we completed a Quatiffimancing transaction. Accordingly, we determibaded on authoritative guidance that
the embedded conversion option is deemed to batingent conversion rather than active conversjmtipa that did not require accounting
recognition at the commitment dates of the issusioté¢he Notes.

Common Stock Purchase Warrants and Other Derivdtimancial Instruments

We classify as equity any contracts that requingsjglal settlement or net-share settlement or pmuila choice of net-cash settlement or
settlement in our own shares (physical settlemenetshare settlement) provided that such corstrare indexed to our own stock as defined
in ASC 815-40 ("Contracts in Entity's Own EquityWye classify as assets or liabilities any contréwas require net-cash settlement
(including a requirement to net cash settle therechif an event occurs and if that event is a@sur control) or give the counterparty a
choice of net-cash settlement or settlement inesh@rhysical settlement or net-share settlemeng)a®g¢ess classification of our common
stock purchase warrants and other free standirigadiees at each reporting date to determine whethtehange in classification between
assets and liabilities is required.

Our derivative instruments were valued using thecBIScholes option pricing model, using the follogvessumptions during the year ended
December 31, 2012:

Estimated dividends Kon
Expected volatility 184%
Risk-free interest rate .83
Expected term 3.25 years

Research and Developme
Research and development expenditures are charggebtations as incurred.
Income Taxe

We use the asset and liability method of accourftingncome taxes in accordance with ASC Topic T#come Taxes.” Under this method,
income tax expense is recognized for the amour{t)dbixes payable or refundable for the curremtryand (ii) deferred tax consequences of
temporary differences resulting from matters treatehbeen recognized in an entity’s financial stateisior tax returns. Deferred tax assets
and liabilities are measured using enacted tas mtpected to apply to taxable income in the yimanghich those temporary differences are
expected to be recovered or settled. The effecledarred tax assets and liabilities of a changevirates is recognized in the results of
operations in the period that includes the enactmate. A valuation allowance is provided to redtieedeferred tax assets reported if, based
on the weight of the available positive and negagévidence, it is more likely than not some portiomll of the deferred tax assets will not be
realized.

ASC Topic 740.10.30 clarifies the accounting focentainty in income taxes recognized in an entsggifinancial statements and prescribes
a recognition threshold and measurement attrilarténe financial statement recognition and measargrof a tax position taken or expected
to be taken in a tax return. ASC Topic 740.10.48vjgles guidance on derecognition, classificatiateriest and penalties, accounting in
interim periods, disclosure, and transition. Weehao material uncertain tax positions for any @f tbporting periods presented.

27




Recent Accounting Pronouncements

From time to time, new accounting pronouncemerdgssaued by the Financial Accounting Standards @oaother standard setting bodies
that may have an impact on the Company’s accouamtiagreporting. The Company believes that suchntgcssued accounting
pronouncements and other authoritative guidance/ffaich the effective date is in the future eithélt mot have an impact on its accounting
reporting or that such impact will not be matet@its financial position, results of operationsdacash flows when implemented.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

Not applicable
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cerlificd public accounlanls

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

To the Board of Directors and Stockholders of
Biozone Pharmaceuticals, Inc.

We have audited the accompanying consolidated balsimeets of Biozone Pharmaceuticals, Inc. as oéidber 31, 2012 and 2011, and the
related consolidated statements of operations,ggsaim shareholders’ deficiency and cash flowgHeryears ended December 31, 2012 and
2011. These consolidated financial statementsherestsponsibility of the Company’s management. i@sjponsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit also includes examininga ¢@st basis, evidence supporting the amountslisotbsures in the financial statements,
assessing the accounting principles used and gignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providessonable basis for our opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the consolidated financial posi
of Biozone Pharmaceuticals, Inc. as of DecembeRB12 and 2011 and the results of its operatiodstarcash flows for the years ended
December 31, 2012 and 2011 in conformity with aotiog principles generally accepted in the Unitéat&s of America.

The accompanying consolidated financial statemieane been prepared assuming that the Companyamilintie as a going concern. As
discussed in Note 3 to the financial statemensCbmpany has incurred operating losses for itdwasfiscal years, has a working capital
deficiency of $5,255,220, and an accumulated dedfc$14,128,079. Management plans regarding thesteers are also described in Note 3.
These factors, among others, raise substantialtddodut the Company’s ability to continue as a gaiancern. The financial statements do
not include any adjustments that might be necestdrg Company is unable to continue as a gointgem.

We were also engaged to audit, in accordance Wélstandards of the Public Company Accounting Ggier8oard (United States), the
Company's internal control over financial reportaggof December 31, 2012, based on the critergbkshied innternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatifrise Treadway Commission and our report dateccia9, 2012
expressed a disclaimer of opinion on the Compantgsnal control over financial reporting.

/sl Paritz and Company. P.A.

Hackensack, New Jersey
March 29, 2013
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BIOZONE PHARMACEUTICALS, INC.
CONSOLIDATED BALANCE SHEET

December 31, 201, December 31, 201
ASSETS
Current assets:
Cash and cash equivale $ 62,29t $ 416,33:
Account receivable net of allowance for doubtfut@mts 834,99¢ 523,03¢
$46,119 and $449,524, respectiv
Inventories 1,651,08 1,819,75
Prepaid expenses and other current assets 121,91. 145,31:
Total current assets 2,670,29: 2,904,43
Property and equipment, r 3,333,91! 3,342,44
Goodwill 1,026,98 1,026,98
Intangibles, ne 190,89 247,45(
Deferred financing costs, n 17,671 25,31¢
4,569,47. 4,642,20!
Total Assets $ 7,239,76 $ 7,546,63!
LIABILITIES AND SHAREHOLDERS' DEFICIENCY
Current liabilities:
Account payabl 736,27¢ 1,616,67.
Accrued expenses and other current liabili 3,127,81 1,181,85;
Accrued interes 286,38: 83,54¢
Notes payabl- shareholde 1,099,71! 1,099,71!
Convertible notes payable, net of debt disce 1,472,15; 2,050,001
Deferred income ta 102,02: 102,02:
Derivative instrument 919,39: 883,61¢
Current portion of long term debt 181,75. 260,74:
Total current liabilities 7,925,51. 7,278,17
Long Term Debt 2,894,57! 3,037,59.

Shareholders' deficiency
Common stock, $.001 par value, 100,000,000 sharthordzed, 63,14: 55,18:
63,142,969 and 55,181,165 shares issued and aditsgat
December 31, 2012, and 2011, respecti

Additional paic-in capital 10,484,61 3,339,17.
Accumulated defici (14,128,07) (6,163,47)
Total shareholders' deficiency (3,580,32) (2,769,12)
Total liabilities and shareholders' deficiency $ 7,239,76° $ 7,546,63

See notes to consolidated financial statements.
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BIOZONE PHARMACEUTICALS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Sales
Cost of sales
Gross profit

Operating Expenses:;
General and adminstrative expen
Selling expense
Research and development expenses
Recall charges

Total Operating Expenses

Loss from operation

Interest expens
Change in fair market value of derivative liabil
Equity in loss of unconsolidated subsidi

Loss before provision for income tax

Provision for income taxe

Net loss
Loss per common share
Basic and diluted weighted average common shastanding

See notes to consolidated financial statements.

Year Ended December 31
2012 2011

$ 17,190,72 $ 12,605,14

(9,969,06)  (9,919,56)
7,221,65: 2,685,57,
6,340,34. 5,471,05;
774,77 678,34
743,09: 423,18
2,000,001 -
9,858,21. 6,572,57

(2,636,56)  (3,887,00)

(5.481,58)  (1,242,85)

153,54( (281,50¢)
- (42,67)

(7,964,60) ~ (5,454,03)

3,27¢

$ (7,964,60) $ (5,457,31)

$ 0.19 $ (0.13)

62,029,80 50,443,02
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BIOZONE PHARMACEUTICALS INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activitir
Net loss
Adjustments to reconcile net loss to net ¢
used in operating activitie

Deferred income taxe
Bad debt expens
Depreciation and amortizatic
Amortization of deferred financing cos
Write-off of obsolete inventor
Change in fair value of derivative liabili
Stock and warrant based compensa
Equity in loss of unconsolidated subsidii
Non-cash interest expen

Changes in assets and liabiliti
Account receivab-trade
Inventories
Prepaid expenses and other current a:
Accounts payabl
Accrued expenses and other current liabilities

Net cash used in operating activities

Cash flows from investing activitie
Purchase of property and equipm
Cash acquired on business combination

Net cash provided by (used in) investing activities

Cash flows from financing activitie
Proceeds from convertible de
Payment of deferred financing co
Repayment of borrowings from notehold
Proceeds from sale of common st
Repayment of det
Payment to shareholder

Net cash provided by financing activities
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplemental disclosures of cash flow informat

Interest paid

Conversion of convertible note payable and acroeateést

to common stock

Derivative liability relieved for cashless exerc
of warrant for common stock

Debt discount related to fair value of warrantsiéss

See notes to consolidated financial statements.
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Year Ended December 31

2012

2011

$ (7,964,60) $ (5457,31)

- 3,272
149,80: 326,45
439,42( 531,84
43,94¢ 160,40¢
405,91 1,439,61(
(153,541 281,50
120,00( -

- 42,67
5,181,25, 758,04
(461,765 560,35
(237,25 (665,91,

23,40: (102,03}

(880,39 652,24(
1,862,41 1,047,88:
(1,471,39) (420,95
(374,33f) (575,43()
585,72(

(374,33f) 10,29(
3,750,001 2,750,001
(36,302 (150,362

(2,650,00)  (2,725,90)
650,00 705,00(

(222,00 -
(3,211)

1,491,69! 575,52:
(354,03) 164,85¢
416,33 251,47

$  62,29¢ $ 416,33

$ 384,08 $ 53961l

$ - $  509,17¢

$ 6,503,40. $ -
$ 275527 $ -




BIOZONE PHARMACEUTICAL, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN CAPITAL DEFIC IENCY

Common Stock

Additional
Number of paid in Accumulated
Shares Amount capital defecit Total

Balance as of December 31, 2( 21,000,000 $ 21,000 $ 95,961 $ (706,167 $ (589,200
Effect of reverse mergt 46,029,39 46,02¢ 1,953,97. 2,000,001
Shares issued to consult: 500,00( 50C 1,949,50! 1,950,00!
Shares issued for liquidated dama 13,91« 14 6,94: 6,951
Proceeds from sale of common st 955,00( 95t 704,04! 705,00(
Shares issued to extend maturity date of convertibl

notes payabl 112,50( 11z 56,13 56,25(
Shares issued upon conversion of convertible notes

payable 1,018,35! 1,01¢ 508, 16( 509,17¢
Shares cancelled to consult (500,000 (500 (1,949,501 (1,950,001
Cancellation of ISR shart (13,948,00) (13,949 13,94¢ -
Net loss for yea (5,457,31) (5,457,31))
Balance at December 31, 20 55,181,16 55,18: 3,339,17. (6,163,47) (2,769,12)
Proceeds from sale of common st 1,755,00! 1,75¢ 648,24! 650,00(
Shares issued upon cashless exeof warrants 12,856,80 12,857 6,490,54! 6,503,40:
Cancellation of founder's shai (6,650,001 (6,650 6,65( -
Net loss for the yee (7,964,60) (7,964,60)
Balance at December 31, 2012 63,14296 $ 63,14: $ 10,484,61 $ (14,128,07) $ (3,580,32)

See notes to consolidated financial statements.
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NOTE 1 — Business

BioZone Pharmaceuticals, Inc. (formerly, InternasibSurf Resorts, Inc.; the “Company”, “we”, “ousijas incorporated under the laws of
State of Nevada on December 4, 2006. On March 11,20e changed our name from International SurbResInc. to BioZone
Pharmaceuticals, Inc.

On June 30, 2011, we acquired: (i) 100% of thetanting common stock of BioZone Laboratories, [fiBioZone Labs”) in exchange for
19,266,055 shares of our common stock; (i) 100%hefoutstanding membership interests of Equalb@, (CEqualan”) and Equachem, LLC
(“Equachem”) in exchange for 1,027,523 and 385&2dres of our common stock, respectively; and4bd6 of the outstanding membership
interests of BetaZone Laboratories, LLC (“BetaZgrin"exchange for 321,101 shares of our commorksfoc a total of 21 million shares.
The acquired entities shared substantially comnvameoship prior to the foregoing acquisition. (Wéergo BioZone Labs, Equalan,
Equachem and BetaZone, collectively as the “BioZoaie Group”).

BioZone Labs was incorporated under the laws ofStiage of California in 1991. Equalan was formea ¢imited liability company under the
laws of the State of California on January 2, 2@juachem was formed as a limited liability companger the laws of the State of
California on March 12, 2007 under the name Chemti@ and changed its name to Equachem, LLC on 28Jy2007. BetaZone was
formed as a Florida limited liability company onwanber 7, 2006.

The BioZone Lab Group has operated since inceptsoa developer, manufacturer, and marketer of thheecounter drugs and preparations,
cosmetics, and nutritional supplements on behatieadth care product marketing companies and reltietailers. We have been developing
our proprietary drug delivery technology (the “Ba# Technology”) as an enhancement for approveatrgeprescription drugs that are
limited due to poor stability or bioavailability @ariable absorption.

The Company accounted for the acquisition of tt@ZBne Lab Group as a “reverse acquisition”. Acanogtli, the Company is considered the
legal acquirer and the BioZone Lab Group is consid¢he accounting acquirer. The current and fuinencial statements will be those of
the historical financial statements of the BioZ&ad Group, and BioZone Pharmaceuticals, Inc. froendate of acquisition. As a result of
the June 30, 2011 transaction referred to aboveeeaded the fair value of the acquisition at $2,000 as further described below. In
addition, on September 21, 2011, the Company is$8d¢ll4 shares of common stock to certain sharetwlid consideration for the delay in
filing the Company’s Registration Statement on F&h as required in the Asset Purchase AgreementeT$teares were valued at $0.50
share and the resulting amount was charged taesitexpense at the time of issuance.

The Company engaged a leading financial advisony $ipecializing in corporate finance and businedgation to determine the fair value of
certain identifiable intangible assets acquiredolvhviere identified based on an analysis of thestetion, a review of available supporting
documents, and discussions with management. THgs@focused on determining which components mmetéquirements for recognition
an intangible asset separate from goodwill unde€ 885, and had characteristics that allowed itaeséh be reasonably estimated. This
analysis ultimately identified the acquired braads customer relationships as the qualifying intalegassets subject to amortization, which
were valued at $110,000 and $172,800, respectilrgigngible assets recognized apart from goodwéliciassified as finite lived (subject to
amortization) on the basis of the intangible assexpected useful life, which was determined t& ears.

Accordingly, the purchase price has been allocaitele fair values of tangible and intangible asseguired and liabilities assumed at the
acquisition date as follows:

Financial assel $ 598, 16!
Inventory 92,34
Property and equipme 1,37
Financial liabilities (1,679
Total identifiable asse 690,21¢
Goodwill 1,026,98.
Intangibles 282,80(

$ 2,000,001
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The following table provides unaudited pro-formaulés of operations for the fiscal years ended bdomr 31, 2011 as if the acquisition had
been consummated as of the beginning of the peresented. The pro-forma results include the effécertain purchase accounting
adjustments, such as the estimated changes inaima and amortization expense on the acquirthgible assets. However, pro-forma
results do not include any anticipated cost savargsther effects of the planned integration of¢tbenpanies. Accordingly, such amounts are
not necessarily indicative of the results if thguisition had occurred on the dates indicated, lickvmay occur in the future.

Prc-forma results
Year ended December &

2011
Revenues $ 12,712,09
Loss before income taxes (5,515,08)
Net loss per shai $ (0.11)

The Consolidated Statements of Operations for th& ¥nded December 31, 2011 and December 31, 201t8ins a revised presentation of
Net loss per common share and Basic and diluteghted average common shares outstanding for eaitidpresented as compared to s
amounts included on Form 10-K for the period endedember 31, 2011 filed on April 16, 2012. Theduling table describes the revisions:

Year ended
Consolidated Statement of Operations December 31, 2011
Net loss per common share - originally reported (0.11)
Basic and diluted weighted average common sharssamaling- originally reportec 50,443,02
Net loss per common share - adjusted (0.12)
Basic and diluted weighted average common sharssamaling- adjustec 44,552,40
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Also, the Consolidated Statements of Changes ineéBbéders’ Deficiency through the year ended Deaam3ii, 2011 contains a revised
presentation of changes in shareholders’ defici¢nyughout the periods presented as comparedtochanges included on Form 10-K for
the period ended December 31, 2011 filed on A@jl2D12. The following table describes the revision

As originally reported on form 10-K

Common Stock

Additional
Number of paid in Shareholder's
Shares Amount capital defecit Total
Balance at December 31, 20 44,749,99 44,75( 72,217 (706,16 (589,200
Shares issued for acquisiti 8,331,391 8,331 1,991,66! 2,000,001
Proceeds from sale of common st 955,00( 95k 704,04! 705,00(
Shares issued to extend maturity ¢
of convertible notes payahb 112,50( 113 56,13’ 56,25(
Shares issued upon conversiot
convertible note payab 1,018,35I 1,01¢ 508,16( 509,17¢
Shares issued for liquidated dama 13,91« 14 6,94: 6,951
Net loss for the yee (5,457,311 (5,457,311
Balance at December 31, 2011 55,181,16 $ 55,187 $ 3,339,17. $ (6,163,47) $ (2,769,12)
As revised on the accompanying financial statements
Common Stock
Additional
Number of paid in Shareholder's
Shares Amount capital defecit Total
Balance at December 31, 20 21,000,00 21,00( 95,967 (706,16 (589,20()
Effect of reverse mergt 46,029,39 46,02¢ 1,953,97: 2,000,001
Shares issued to consulti 500,00( 50C 1,949,50I 1,950,00!
Shares issued for liquidated dama 13,91« 14 6,94: 6,957
Proceeds from sale of common st 955,00( 95t 704,04! 705,00(
Shares issued to extend maturity ¢
of convertible notes payahb 112,50( 11z 56,13 56,25(
Shares issued upon conversiot
convertible note payab 1,018,35! 1,01¢ 508,16( 509,17¢
Shares cancelled to consult (500,000 (500) (1,949,501 (1,950,00)
Cancellation of ISR shart (13,948,00) (13,949 13,94¢ -
Net loss for the yee (5,457,31) (5,457,31)
Balance at December 31, 2011 55,181,16 $ 55,18: $ 3,339,17. $ (6,163,47) $ (2,769,12)

The revised presentation in the Consolidated Setésrof Operations and Consolidated Statementhang@es in Shareholders’ Deficiency
arises from a revision of the number of sharestanting as of December 31, 2010, the first dath®Company’s financial statements
included in the accompanying financial statemeBpecifically, we reduced the number of shares antihg as of December 31, 2009 from
44,749,999 to 21,000,000 to accurately reflectntinmber of shares issued to the owners of the BieZais Group, the accounting acqu



in the reverse merger. As a result of this changerevised the Consolidated Balance Sheets asadriger 31, 2011 and 2010 to show as
21,000,000 the number of shares of common stodlkedsand outstanding at December 31, 2010.
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NOTE 2 - Summary of Significant Accounting Policies
Basis of Consolidation

The consolidated financial statements include tw®ants of BioZone Pharmaceuticals, Inc. and ibsisliaries, all of which are wholly
owned, its equity investment in BetaZone Labora®rLLC, and 580 Garcia Ave, LLC, a Variable Ingtfentity (“VIE”).

The Company considered the terms of its intereSBhGarcia and determined that it was a variatikrést entity (VIE) in accordance with
ACS 810-10-55, and that it should be consolidatél the Company. As of December 31, 2011, amoreitding to 580 Garcia included in
the consolidated assets, which are shown in Ppped Equipment, and consolidated liabilities, viahdee reported in long-term debt, total
$758,894 and $2,582,818, respectively. The Compamp the manufacturing facility located at 580 ¢&aAvenue, Pittsburg CA from 580
Garcia, is the sole tenant and is a guarantoreofitrtgage note issued by 580 Garcia to GECCjehehblder on the property. The
Company’s maximum exposure to loss, which is basethe Company’s guarantee of the mortgage nod8@iGarcia owed to GECC, is
$2,582,818, which equals the carrying amount ofitiiglity as of December 31, 2012.

Our significant unconsolidated subsidiary thatdsaunted for using the equity method of accouningur investment in BetaZone
Laboratories, LLC.

Use of Estimates

The preparation of the financial statements in confty with Generally Accepted Accounting PrincipléGAAP”) requires management to
make estimates and assumptions that affect thetegpamounts of assets and liabilities and discsiicontingent assets and liabilities at
dates of the financial statements and the repamsalints of revenue and expenses during the regqréiriods. Actual results could differ
from those estimates. These estimates and assursnicdude the collectability of accounts receieadhd deferred taxes and related valui
allowances. Certain of our estimates, includingwating the collectability of accounts receivaldeuld be affected by external conditions,
including those unique to our industry, and genecainomic conditions. It is possible that theseml factors could have an effect on our
estimates that could cause actual results to diffen our estimates. We re-evaluate all of our aoting estimates at least quarterly based on
these conditions and record adjustments when nagess

Cash and Cash Equivalents

We consider all short-term highly liquid investmemtith an original maturity at the date of purchasthree months or less to be cash
equivalents.

Revenue Recognition

We follow the guidance of the Securities and Exgega@ommission’s Staff Accounting Bulletin (“SAB”PA for revenue recognition and
Accounting Standards Codification (*“ASC") Topic 60Revenue Recognition”. The Company operates@m&ract manufacturer and
produces finished goods according to customer fipations. The agreements with customers do notatomny rights of return other than-
goods that fail to meet the specifications providgdhe customer. The Company has not experienogdignificant returns from customers
and accordingly, in management’s opinion, no reséoy returns is provided. We record revenue whesymasive evidence of an arrangement
exists, services have been rendered or produstetiglhas occurred, the selling price to the custamfixed or determinable and collectabi

of the revenue is reasonably assured.
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Accounts Receivable and Allowance for Doubtful Aat® Receivable

We have a policy of reserving for uncollectible @aots based on our best estimate of the amournrbbbple credit losses in our existing
accounts receivable. We extend credit to our custerbased on an evaluation of their financial comdiand other factors. We generally do
not require collateral or other security to supmtounts receivable. We perform ongoing credituataons of our customers and maintain an
allowance for potential bad debts if required. &é¢ermine whether an allowance for doubtful acceisitequired by evaluating specific
accounts where information indicates the custommerg have an inability to meet financial obligatiohsthese cases, we use assumption:
judgment, based on the best available facts androstances, to record a specific allowance foralstomers against amounts du

reduce the receivable to the amount expected tmlected. These specific allowances are re-evedlanhd adjusted as additional information
is received. The amounts calculated are analyzddtermine the total amount of the allowance. Wg aiso record a general allowance as
necessary. Direct write-offs are taken in thequbwhen we have exhausted our efforts to colleetawe and unpaid receivables or otherwise
evaluate other circumstances that indicate thaghveaild abandon such efforts.

Inventories

Inventories are stated at the lower of cost, datechusing the weighted average cost method, ahkakzable value. Net realizable value is
the estimated selling price, in the ordinary cowrskusiness, less estimated costs to completeliapdse of the product.

If the Company identifies excess, obsolete or @idalitems, its inventories are written down tadrthealizable value in the period in which
the impairment is first identified. During the yearded December 31, 2012 we recorded a chargestotsales of $405,918 while in the
prior year period we charged $1,439,616 relatinthéowritedown of inventory due to obsolescence. Shippirdylaandling costs incurred f
inventory purchases and product shipments arededdn cost of sales in the Company's consolidsizements of operations.

Fair Value Measurements

We adopted the provisions of ASC Topic 820, “Faalié Measurements and Disclosures”, which defiags/élue as used in numerous
accounting pronouncements, establishes a framefoorkeasuring fair value and expands disclosufaiofvalue measurements.

The estimated fair value of certain financial instents, including cash and cash equivalents, atsoeceivable, accounts payable and
accrued expenses are carried at historical cos, lvelsich approximates their fair values becausthefshort-term nature of these instruments.
The carrying amounts of our short and long ternditi@bligations approximate fair value becausedffiective yields on these obligations,
which include contractual interest rates taken tlogrewith other features such as concurrent isesaotwarrants and/or embedded
conversion options, are comparable to rates ofmetfor instruments of similar credit risk.

ASC 820 defines fair value as the exchange priaewiould be received for an asset or paid to tearsfiability (an exit price) in the princig

or most advantageous market for the asset oritiabilan orderly transaction between market pgréiots on the measurement date. ASC 820
also establishes a fair value hierarchy, which iregLan entity to maximize the use of observahbeii® and minimize the use of unobservable
inputs when measuring fair value. ASC 820 describe=e levels of inputs that may be used to medsirgalue:

Level 1 — quoted prices in active markets for id=aitassets or liabilities
Level 2 — quoted prices for similar assets andiliigds in active markets or inputs that are obsébite
Level 3 — inputs that are unobservable (for exanspkeh flow modeling inputs based on assumptions)

The warrant liabilities issued in connection witlr gonvertible debt, classified as a level 3 ligilare the only financial liability measured at
fair value on a recurring basis
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We measure derivative liabilities at fair valuengsthe Black-Scholes option pricing model with asptions that include the fair value of the
stock underlying the derivative instrument, thereise or conversion price of the derivative instenntj the risk free interest rate for a term
comparable to the term of the derivative instruraamtt the volatility rate and dividend yield for amommon stock. For derivative instruments
convertible into or exercisable for shares of awf@rred stock, we considered the price per shia®50 paid by unrelated parties as the fair
value of our common stock. For derivative instrutseronvertible into or exercisable for shares of@mmon stock, we considered the
results of a valuation performed by a third papggdalist and other internal analyses performethbpagement to determine the value of our
stock at the commitment dates of applicable traitas: The risk-free rate is based on the U.S. durgayield curve in effect at the time of
grant. The Company has not paid dividends to dadedaes not expect to pay dividends in the fordsdedature due to its substantial
accumulated deficit. Accordingly, expected dividernyiklds are currently zero. Expected volatilitypased principally on an analysis of
historical volatilities of similarly situated compias in the marketplace for a number of periodsithat least equal to the contractual term or
estimated life of the applicable financial instrurhe

We also considered the use of the lattice or biabmbdels with respect to valuing derivative fin@hstruments that feature anti-dilution
price protection; however, the differences in thguits are insignificant due to the low probabitifytriggering price adjustments in such
financial instruments

Stock-based compensation

We recognize compensation expense for stock-bamagensation in accordance with ASC Topic 718. lapleyee stock-based awards, we
calculate the fair value of the award on the dagrant using the Black-Scholes method for stockoms and the quoted price of our common
stock for unrestricted shares; the expense is rézed over the service period for awards expeaecast. For non-employee stock-based
awards, we calculate the fair value of the awartherdate of grant in the same manner as employaeda. However, the awards are reva

at the end of each reporting period and the p@caipensation expense is adjusted accordinglyaudi time the nonemployee award is
fully vested, at which time the total compensatiecognized to date equals the fair value of theksbmsed award as calculated on the
measurement date, which is the date at which tteedavecipient’s performance is complete. The edtonaof stock-based awards that will
ultimately vest requires judgment, and to the exéetual results or updated estimates differ fraigimal estimates, such amounts are
recorded as a cumulative adjustment in the pestichates are revised. We consider many factors \@smating expected forfeitures,
including types of awards, employee class, anaficsl experience.

Property and equipment

Property and equipment are stated at cost lessragated depreciation. Depreciation is provideddiera straight-line basis over the useful
lives of the assets. Expenditures for additionsiematovements are capitalized; repairs and maimemare expensed as incurred.

Goodwill

Goodwill represents the excess of the consideratansferred over the fair value of net assetsusfriess purchased. Goodwill is not being
amortized but is evaluated for impairment on ast@am annual basis.

Impairment of long lived assets

Long-lived assets are reviewed for impairment wbiecumstances indicate the carrying value of aetassly not be recoverable. For assets
that are to be held and used, impairment is reeeghivhen the estimated undiscounted cash flowsiassed with the asset or group of assets
is less than their carrying value. If impairmeniséx an adjustment is made to write the asset dovits fair value, and a loss is recorded as
the difference between the carrying value andvaline. Fair values are determined based on quotekletvalues, discounted cash flows or
internal and external appraisals, as applicablsefssto be disposed of are carried at the loweawfing value or estimated net realizable
value.
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Income taxes

We use the asset and liability method of accourfingncome taxes in accordance with ASC Topic T#;ome Taxes.” Under this method,
income tax expense is recognized for the amour(t)dfixes payable or refundable for the curremtryand (ii) deferred tax consequences of
temporary differences resulting from matters treatehbeen recognized in an entity’s financial stateisior tax returns. Deferred tax assets
and liabilities are measured using enacted tas mtpected to apply to taxable income in the yimanghich those temporary differences are
expected to be recovered or settled. The effecledarred tax assets and liabilities of a changeirates is recognized in the results of
operations in the period that includes the enactmate. A valuation allowance is provided to redtieedeferred tax assets reported if based
on the weight of the available positive and negagévidence, it is more likely than not some portiomll of the deferred tax assets will not be
realized.

ASC Topic 740.10.30 clarifies the accounting focerainty in income taxes recognized in an entsgsifinancial statements and prescribes
a recognition threshold and measurement attrilarténe financial statement recognition and measargrof a tax position taken or expected
to be taken in a tax return. ASC Topic 740.10.48vjgfes guidance on de-recognition, classificatioterest and penalties, accounting in
interim periods, disclosure, and transition. Weehao material uncertain tax positions for any @f tbporting periods presented.

Convertible Instruments

We evaluate and account for conversion options e in convertible instruments in accordance WHC 815 “Derivatives and Hedging
Activities”.

Applicable GAAP requires companies to bifurcatevagion options from their host instruments andaot for them as free standing
derivative financial instruments according to certaiteria. The criteria include circumstancesvnich (a) the economic characteristics and
risks of the embedded derivative instrument arecteztrly and closely related to the economic charéstics and risks of the host contract, (b)
the hybrid instrument that embodies both the embeéditrivative instrument and the host contracotse-measured at fair value under other
GAAP with changes in fair value reported in earsiag they occur and (c) a separate instrumentthgtiame terms as the embedded
derivative instrument would be considered a deifreainstrument.

We account for convertible instruments (when weehdetermined that the embedded conversion optlomdd not be bifurcated from their
host instruments) as follows: We record when neggssliscounts to convertible notes for the infidnslue of conversion options embedded
in debt instruments based upon the differencesderivthe fair value of the underlying common staaka commitment date of the note
transaction and the effective conversion price eidbd in the note. Debt discounts under these agraagts are amortized over the term of
the related debt to their stated date of redemplibe embedded conversion option in connection withconvertible debt could not be
exercised unless and until we completed a Quafiffiimancing transaction. Accordingly, we determibeded on authoritative guidance that
the embedded conversion option is deemed to batingent conversion rather than active conversiatioa that did not require accounting
recognition at the commitment dates of the issusinf¢he Notes.

Common Stock Purchase Warrants and Other Derivdtimancial Instruments

We classify as equity any contracts that requingsiaal settlement or net-share settlement or peugla choice of net-cash settlement or
settlement in our own shares (physical settlemenetshare settlement) provided that such corstrare indexed to our own stock as defined
in ASC 815-40 ("Contracts in Entity's Own EquityWye classify as assets or liabilities any contréts require net-cash settlement
(including a requirement to net cash settle tharashif an event occurs and if that event is alggur control) or give the counterparty a
choice of net-cash settlement or settlement inesh@hysical settlement or net-share settlemend)a¥gess classification of our common
stock purchase warrants and other free standirigadiees at each reporting date to determine whethtehange in classification between
assets and liabilities is required.
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Our derivative instruments consisting of warraotgtirchase our common stock were valued using klekEScholes option pricing model,
using the following assumptions at December 312201

Estimated dividend None
Expected volatility 184%
Risk-free interest rat 0.83%
Expected tern 3.25 year:

Concentration of Credit Risk

Financial instruments that potentially expose usaiacentrations of credit risk consist principaifycash and cash equivalents. We maintain
our cash accounts at high quality financial insiitias with balances, at times, in excess of Febjeirsdured limits. Management believes that
the financial institutions that hold our deposits financially sound and therefore pose minimadtlitnésk

Research and development
Research and development expenditures are charggeétations as incurred
Advertising
Advertising and marketing expenses are chargegéoations as incurred
NOTE 3 — Going Concern

These consolidated financial statements are pregemt the basis that we will continue as a goingcem. The going concern concept
contemplates the realization of assets and sdiisfaaf liabilities in the normal course of busise$he Company has incurred operating
losses for its last two fiscal years, has a worldapgital deficiency of $5,255,220 and an accumdldeficit of $14,128,079 as of December
31, 2012. These conditions, among others, raisstantial doubt about the Company’s ability to coné as a going concern. The Company is
implementing a growth strategy for our contract ofanturing business is to increase sales by estab§ a dedicated sales team with indt
experience who will leverage our expertise in paidievelopment and formulation to attract new attmanufacturing customers. Our
growth strategy for our proprietary brand busiriegs increase our promotional efforts through climaail, internet and participation at trade
shows. The Company is also working to reduce geHimd administrative expenses as shown by ourdiédioin of two of our subsidiary
companies and folding their operations into Biozbabs group. The Company has secured a financiregatent to assist with its cash ne:
The financial statements do not include any adjestsithat might be necessary if the Company islartatcontinue as a going concern.
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NOTE 4 — Property and Equipment

A summary of property and equipment and the eséthaseful lives used in the computation of deptegiaand amortization is as follows:

Fixed Asset Useful Life December 31, 2012 December 31, 2011

Vehicles 5 years 300,3 300,3
Furniture and Fixture 10 years 64,5 60,9
Computers 5 years 234,1 191,2
Manufacturing equipmer 10 years 4,062,5 3,967,3
Lab equipmen 10 years 973,7 821,6
Building improvement: 18 years (remainder of leas 1,676,4 1,608,0
Building 40 years 571,1 571,1
Land Not depreciate! 380,0 380,0

8,262,9 7,900,6
Accumulated depreciation (4,929,03 (4,558,2C
Net 3,333,9 3,342,4

NOTE 5 — Equity Method Investments

Our significant unconsolidated subsidiary thatdsaunted for using the equity method of accouningur investment in BetaZone
Laboratories LLC. Summarized financial information our investment in BetaZone Laboratories, LIsSwaming 100% ownership interest is
as follows:

2012 2011
Balance shee
Current assel 3,82¢ 110,09:
Current Liabilities 301,86« 131,67:
Statement of operatior
Revenue: 40,00z 315,34¢
Net income (loss (272,939 (102,04

In 2011, when the Comparsyshare of losses equaled the carrying value afvestment, the equity method of accounting wapended, ar
no additional losses were charged to operations.ddmpany’s unrecorded share of losses for 20aRth$122,821.

NOTE 6 — Convertible Notes Payable

The “March 2011 Notes”

On March 29, 2011, the Company sold 10% securedertihle promissory notes in the amount of $2,260,(the “March 2011 Notes”) and
warrants (the “March Warrants”) to purchase seiagriof the Company in the Target Transaction Fimanas defined below), pursuant to a
Securities Purchase Agreement entered into on BepRA?, 2011 (the “Private Placement”).

The March 2011 Notes, extended as described betoiginally were scheduled to mature on the eadfe@dctober 29, 2011 or the closing
date of the Target Transaction Financing (sucherathte, the “Maturity Date”). The entire princigenount and any accrued and unpaid
interest was due and payable in cash on the MatD&te.

We recorded the liability for the March 2011 Noéé®n amount equal to the full consideration resgtivpon issuance, without considering

the Warrant value because the determination ofitimeber of warrants and the exercise price of theamss is dependent on the closing date
of, and the price of securities issued in the Tafgansaction Financing, which has yet to take glac

43




Effective October 28, 2011, the purchasers of tlaedil 2011 Notes (the “Note Holders”) agreed to mctine maturity date of the Notes (the
“Extension Agreement”) to October 29, 2011(the “Nidaturity Date”) (see Note 5). As consideration tloe agreement by the Note Holders
to enter into the Extension Agreement, the Comggngsued to the Note Holders an aggregate ofSPshares of its common stock, par
value $0.001 per share and (ii) paid to the Inwsstan aggregate of $129,000 of interest for thindédeginning on February 28, 2011 (the
date the Note Holders placed the principal amauesicrow) and ending on March 28, 2011. The Compgnged to provide piggyback
registration rights with respect to the 112,500reb@n the same terms and conditions providech®oregistrable securities in the Registra
Rights Agreement contained in the Private Placement

The Company agreed that if it fails to repay thada2011 Notes on or before the New Maturity D#ten in addition to the interest due
under the March 2011 Notes, the Company would pagdalitional 2% (annualized) for each 30 day pealbdr any portion of the principal
or accrued interest remain unpaid, subject to aimmam aggregate interest rate of 20% (the sum ofL€¥é interest rate plus 2% for each 30
day delay period), with such 2% being calculatedhanfull principal amount regardless of whethey portion thereof has been repaid by the
Company and such full amount accruing as of thefdldgwing the New Maturity Date and then upon e&6hday anniversary of the New
Maturity Date.

On December 8, 2011 the Company repaid $200,008emf the note holders.
In March 2012, the Company repaid in full all oéthutstanding principal and accrued interest dule keispect to the March 2011 Notes.
The “September 2011 Note”

On September 22, 2011, the Company issued a 10&cwresl convertible promissory note with a princgralount of $500,000, due on Ma
22, 2012 (the “September 2011 Note”) and a war(thet“September Warrant”) to purchase certain sgesitof the Company in the Target
Transaction Financing, pursuant to a Securitiestiage Agreement entered into on that date .

On November 30, 2011, the note and accrued interes converted into 1,018,356 shares of commarkstiar value $0.001 per share. The
Company also issued the holder a warrant to puech@8,000 shares of common stock at an exercise pfi$1.00 per share.

The “February 2012 Notes”

On February 24, 2012, we entered into a Secuitigshase Agreement with OPKO Health Inc. pursuamttich we sold a 10% secured
convertible promissory note in the aggregate ppialchmount of $1,700,000 due two years from the datssuance and issued warrants to
purchase 8,500,000 shares of the our common sdbek, exercise price of $0.40 per share, for gnosseeds of $1,700,000.

On February 28, 2012 and February 29, 2012, waeghta a Securities Purchase Agreement with twatiatdl buyers pursuant to which we
sold an additional $600,000 aggregate principalimhof notes and issued warrants to purchase aticaadd 3,000,000 shares of our comn
stock, at an exercise price of $0.40 per shargyriuss proceeds of $600,000, on the same ternhea®tes and warrants issued to OPKO as
described above.

In connection with the sale of the notes and theams, the Company and the collateral agent febthyers entered into a Pledge and
Security Agreement pursuant to which all of ourigdgions under the notes are secured by a firstipriperfected security interest in all of
our tangible and intangible assets, including Biur ownership interest in our subsidiaries.

The entire principal amount and any accrued anéidnpterest on the notes is due and payable im gaghe maturity date set forth in the
notes. The notes bear interest at the rate of @@%nnum. The notes are convertible into sharearccommon stock at an initial convers
price of $0.20 per share, subject to adjustmené rivdly prepay any outstanding amount due underdtes nin whole or in part, prior to the
maturity date. The notes are subject to certairetts of Defaults” which could cause all amounts dod owing thereunder to become
immediately due and payable. Among other thingsfailure to pay any accrued but unpaid interestmvtiue, the failure to perform any
obligation under the governing transaction documenif any representation or warranty made byGbmpany in connection with the
governing transaction documents proves to have ineenrect in any material respect constitutes aenE of Default under the governing
transaction documents.
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The Company is prohibited from effecting a convamnsdf the notes or exercise of the warrants, tettient that as a result of such conversion
or exercise the holder would beneficially own mtren 4.99% (subject to waiver) in the aggregatihefssued and outstanding shares of the
Company’s common stock, calculated immediatelyrajieing effect to the issuance of shares of comstogk upon conversion of such note
or exercise of such warrant, as the case may be.

The warrants are immediately exercisable and expirgzears after the date of issuance. The wartente an initial exercise price of $0.40
per share. The warrants are exercisable in cagirargh a “cashless exercise”. All of the warsagnianted with these notes have been
exercised.

We determined that the initial fair value of thermats was $5,221,172 based on the Black-Schoksnopricing model, which we treated as
a liability with a corresponding decrease in thedag value of the notes. Under authoritativedguice, the carrying value of the notes may
not be reduced below zero. Accordingly, we recdridéerest expense of $2,921,172 at the time ofstigance of the notes, which is the
excess of the value of the warrants over the aiattair value of the notes. The discount reldtetthe notes will be amortized over the term
of the notes as interest expense, calculated asirgffective interest method.

We determined that, according to ASC 470120-3@&reeficial conversion feature existed based onrttrangic value of the conversion
feature. Due to the fact that the carrying amodtitihe convertible notes has been reduced to zesedon the discount allocated from the
value of the warrants referred to above, that meefieial conversion feature is to be recorded. AS0-20-30-8 states that if the intrinsic
value of the beneficial conversion feature is gretitan the proceeds allocated to the convertitggument, the amount of the discount
assigned to the beneficial conversion feature dfwalimited to the amount of the proceeds alloctdetie convertible instrument.

The “March 2012 Purchase Order Note”

On March 13, 2012, we sold a 10% senior converfibbenissory note with a principal amount of $1,@00, (the “Purchase Order Note”) to
an accredited investor for a purchase price of1,@0. The principal amount of the Purchase Oxiteee is payable in cash on such dates
and in such amounts as set forth in the Purchader®lote, based on the receipt of proceeds froesgala certain vendor (the “Vendor
Proceeds”). The last date of the scheduled paysnerter the Purchase Order Note is referred thea¥inal Maturity Date”. All of our
obligations under the Purchase Order Note are sdduy a first priority security interest in the \ém Proceeds as defined. The holder of the
notes issued in February 2012 agreed to subordiheitesecurity interest in the Vendor Proceedhéointerest of the holder of the Purchase
Order Note.

The Purchase Order Note is convertible into shaf@sir common stock at an initial conversion pia¢&1.50 per share. The Purchase Order
Note bears interest at the rate of 10% per anndfa.may prepay any outstanding amounts owing urdePtirchase Order Note, in whole

in part, at any time prior to the Final Maturity tBa The entire remaining principal amount andchatirued but unpaid or unconverted interest
is due and payable on the earliest of (1) the Rtetlurity Date, (2) the consummation of a financibygthe Company resulting in net proce
equal to or greater than 1.5 times the remainirigtanding unconverted principal amount and (3)atteurrence of an Event of Default (as
defined in the Purchase Order Note).

The Company has not recorded a BCF on the Marcl2Z®drchase Order Notes due to the effective ceiweprice being greater than the
fair value of the Company'’s stock at the issuarate.d

The Company is prohibited from effecting a convamnsdf the Purchase Order Note, to the extent thatr@sult of such conversion, the holder

would beneficially own more than 4.99% (subjeciviver) in the aggregate of the issued and outstgrahares of the Company’s common
stock, calculated immediately after giving effexthie issuance of shares of common stock upon csioveof the Purchase Order Note.
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As of December 31, 2012, the Company repaid $6000@¢he Purchase Order Note.
The “April 2012 Working Capital Note”

On April 18, 2012, we sold a 10% senior convertjimemissory note with a principal amount of $250,0the “Working Capital Note”) to an
accredited investor for a purchase price of $290,00he principal amount of the Working Capital Blig payable in cash on such dates a
such amounts as set forth in the Working CapitakNi@sed on the receipt of the Vendor Proceedsfased. The last date of the scheduled
payments under the Working Capital Note is refetoeds the “Final Maturity Date”. All of our obligians under the Purchase Order Note are
secured by a first priority security interest i Mendor Proceeds. The buyers of the February Rdi@s agreed to subordinate their security
interest in the Vendor Proceeds to the interett@holder of the Working Capital Note.

The Working Capital Note is convertible into shasé®ur common stock at an initial conversion pi¢é&1.50 per share. The Working
Capital Note bears interest at the rate of 10%apaum. We may prepay any outstanding amounts owidgr the Working Capital Note, in
whole or in part, at any time prior to the FinaltMigty Date. The entire remaining principal amoand all accrued but unpaid or unconve
interest is due and payable on the earliest ofh@ Final Maturity Date, (2) the consummation dinancing by the Company resulting in net
proceeds equal to or greater than 1.5 times thairéng outstanding unconverted principal amount @)dhe occurrence of an Event of
Default (as defined in the Working Capital Note).

The Company is prohibited from effecting a convamsdf the Working Capital Note, to the extent thata result of such conversion, the
holder would beneficially own more than 4.99% (sabjto waiver) in the aggregate of the issued anstanding shares of the Company’s
common stock, calculated immediately after giviffga to the issuance of shares of common stock womversion of the Working Capital
Note.

On September 28, 2012, the holder of the WorkingitabeNote exchanged such note for the June 201®/€tible Notes described below.
The “June 2012 Working Capital Notes”

On June 13, 2012, we sold 10% promissory notesavitaggregate principal amount of $200,000 (theéR012 Working Capital Notes”) to
accredited investors for an aggregate purchase pfi§200,000. The principal amount of the June22@brking Capital Notes is payable in
cash on the date that is the earlier of receighbyCompany of $500,000 or more from any sourdeefathan sales in the ordinary course of
business) or three months from the issuance date.

The June 2012 Working Capital Notes bear interettearate of 10% per annum. We may prepay anytandég amounts owing under the
June 2012 Working Capital Notes, in whole or intpairany time prior to the maturity date.

On June 28, 2012, the holders of the June 2012 Mip&apital Notes exchanged such notes for the 2048 Convertible Notes described
below.

The “June 2012 Convertible Notes”

On June 28, 2012, we issued 10% convertible pramjigsotes (the “June 2012 Convertibldotes”) with an aggregate principal amount of
$455,274 and warrants (the “June 2012 Warramdsplurchase 2,250,000 shares of our common staak exercise price of $0.40 per shar
the holders of the Working Capital Notes and JUpE22Vorking Capital Notes with an aggregate amaodiprinciple and accrued interest ¢
as of such date equal to the aggregate principtauatof the June 2012 ConvertiblNotes. The Working Capital Notes and June 2012
Working Capital Notes were cancelled.
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The June 2012 Convertible Notes bear interesteatate of 10% per annum and mature two years fhain issue date. We may prepay any
outstanding amounts owing under the June 2012 CGtibkeeNotes, in whole or in part, at any time prio the maturity date. The entire
remaining principal amount and all accrued but igthpa unconverted interest is due and payable erettilier of the Maturity Date or the
occurrence of an Event of Default (each as defingde June 2012 Convertible Notes). The June Zdi#vertible Notes are convertible into
shares of our common stock at an initial convergioce of $0.20 per share.

The Company is prohibited from effecting a convamsnf the June 2012 Convertible Notes or exerdiskeoJune 2012 Warrants, to the ex
that as a result of such conversion or exercigehthder would beneficially own more than 4.99%b{sat to waiver) in the aggregate of the
issued and outstanding shares of the Comgargymmon stock, calculated immediately after giveffgct to the issuance of shares of comi
stock upon conversion of the June 2012 Converhloie or exercise of the June 2012 warrant, asdbe may be.

The June 2012 Warrants are exercisable immediatalyexpire ten years after the date of issuancdanel an initial exercise price of $0.40
per share. The June 2012 Warrants are exercisabbsh or through a “cashless exerci¥e& determined that the initial fair value of thed
2012 Warrants was $1,036,042 based on the Blackiloption pricing model, which we treated asbility with a corresponding decrease
in the carrying value of the June 2012 Convertibdees. Under authoritative guidance, the carryialgie of the June 2012 Convertible Notes
may not be reduced below zero. Accordingly, werded interest expense of $580,768, which is tlesexof the value of the June 2012
Warrants over the allocated fair value of the J2@®2 Convertible Notes, at the date of the issuaite discount related to the June 2012
Convertible Notes will be amortized over the teriith@ Notes as interest expense, calculated usirgffactive interest method.

We determined that, according to ASC 470120-3@&reeficial conversion feature existed based onrttrasic value of the conversion
feature. Due to the fact that the carrying amodtitihe convertible notes has been reduced to zesgedon the discount allocated from the
value of the warrants referred to above, that mebeial conversion feature is to be recorded. AS0-20-30-8 states that if the intrinsic
value of the beneficial conversion feature is grettian the proceeds allocated to the convertitsgument, the amount of the discount
assigned to the beneficial conversion feature dwalimited to the amount of the proceeds allocttetie convertible instrument.

The following table sets forth a summary of all thestanding convertible promissory notes at Deaarfh, 2012:

Convertible promissory notes isst 6,505,27.
Notes repaic (2,850,00i)
Less amounts converted to common stock (500,000

3,155,27.
Less debt discount 1,683,12.
Balance December 31, 2012 1,472,15.

NOTE 7 — Notes Payable — Shareholder

This amount is due to our former Executive Vicesittent for advances made to the Company, bearegttat a weighted average rate of
approximately 10% and is due on demand. The Comjgainydispute with the shareholder as to the lmdatue but has recorded the full
amount claimed by the shareholder. We recordedest expense of $0 and $42,765 to the shareHoldre years ended December 31, Z
and 2011 respectively
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NOTE 8 — Long Term Debt

Year ended December =

Notes payable of Biozone Lab 2012 2011

Capitalized lease obligations bearing interesagsr ranging from 8.6% to 16.3' $ 192,320 % 307,25!
payable in monthly installments of $168 to5RB, inclusive of interes

City of Pittsburg Redevelopment Agency, 3% interpayable in monthly installmen 221,19( 257,63¢
of $3,640 inclusive of intere

Other 80,00( 90,00(

Notes payable of 580 Garcia Propertie
Mortgage payable of 580 Garcia collateralized keylind and buildin 2,582,811 2,643,43
payable in monthly installments of $20,794usive of interest at 7.24% per annum

$ 3,076,333 $ 3,298,33
Less: current portion 181,75: 260,74.
2,894,57! 3,037,59.

Long-term debt (excluding capital leases) matures dsvio

12/31/201: 112,43
12/31/2014 118,44
12/31/201¢ 124,85
12/31/201¢ 111,15
12/31/2017 96,96
Thereaftel 2,512,47

Future minimum annual lease payments for capitalds in effect as of December 31, 2012 are asv®llo

12/31/201z 69,31
12/31/2014 58,21
12/31/201¢ 35,37
12/31/201¢ 29,42
12/31/2017 -
Thereaftel -

NOTE 9 — Warrants
The “March 2011 Warrants”

In March, 2011, the Company issued the March 20&tr&its to purchase securities of the Companye irget Transaction Financing as
defined in the governing purchase agreement (Npte 7

The March 2011 Warrants may be exercised immeghiated expire five years after the date of issuehBdarch 2011 Warrant has an initial
exercise price of 120% of the price of the seasiold in the Target Transaction Financing (tHeafcing Share Price”). The March 2011
Warrant entitles the holder to purchase the nurobshares of Common Stock and/or other securitietiding units of securities, sold in the
Target Transaction Financing equal to the Warranetage (as defined below) (a) multiplied by thiegipal amount of the Note (the
“Purchase Price”) and (b) divided by the Financiigre Price. “Warrant Coverage” means (i) 50%aset on or prior to 120 days, (ii) 75%
if closed after 120 days but before 150 days ai)dL00% if closed after 150 days after the closiighe Private Placement. The March 2011
Warrant is exercisable in cash or by way of a “teshexercise” during any period that a registrasitatement covering the resale of the
underlying shares of common stock and/or otherr#@esiissuable upon exercise of the March 201 1révey or an exemption from
registration is not available. The exercise pritthe March 2011 Warrant is subject to a “ratcteatti-dilution adjustment for a period of one
year from the closing of the Private PlacementsHuajustment provides that in the event that the@my issues certain securities at a g
lower than the then applicable exercise price ettexcise price of the March 2011 Warrant will beriediately reduced to equal the price at
which the Company issued the securities.
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On February 28, 2012, each holder of March 2011r&viés entered into a Cancellation Agreement, whicvides, among other things, for
the cancellation of the March 2011 Warrants. Inhexgye, the Company issued to the former holdetiseoMarch 2011 Warrants a total of
1,000,000 replacement warrants (the “Replacememtaffis”). The Replacement Warrants may be exatémmenediately and expire four
years after the date of issue. Each Warrant hastéal exercise price of $0.60 per share, subjecdjustment for certain corpor:
reorganization transactions.

As of September 30, 2012, a total of 1,000,000 &=sphent Warrants remain outstanding, with an eseqmiice of $0.60 per share
The “September 2011 Warrants”

In connection with the sale of the September 20&teNwe issued the September 2011 Warrant to pseotertain securities of the Company
in the Target Transaction Financing (Note 7).

The September 2011 Warrant may be exercised imteddend expires five years after the date of is3e September 2011 Warrant has an
initial exercise price of the lower of $1.80 and%2of the per share price in the Target Transadtioancing. The September 2011 Warrant
entitles the holder to purchase the number of shafreommon stock and/or other securities, inclgdinits of securities, sold in the PIPE
Offering (as defined in the Warrant) equal to thegpal amount of the note issued pursuant tceurities Purchase Agreement, dividec
the lower of $1.50 and the per share price in tIREROffering. The September 2011 Warrant is exaltésin cash or, while a registration
statement covering the resale of the underlyingeshaf common stock and/or other securities isguapbn exercise of the September 2011
Warrant, or an exemption from registration, is aadilable, by way of a “cashless exercise”. Tha@se price of the September 2011
Warrant is subject to a “ratchet” anti-dilution asfment for a period of one year from the issue dathe September 2011 Warrant. This
adjustment provides that in the event that the Gompssues certain securities at a price lower tharthen applicable exercise price, the
exercise price of the September 2011 Warrant slealinmediately reduced to equal the price at whiehCompany issued the securities.

On November 30, 2011, the holder of the Septemb&t Note converted the entire principal amountacetued interest due with respect to
the note into 1,018,356 shares of our common saockthe September 2011 Warrant was cancelled.cimagge, we issued to the holder a
Replacement Warrant to purchase 500,000 sharag @bomon stock at an exercise price of $1.00 pares

On June 28, 2012, the holder of the Replacementaffaexercised his right to acquire 500,000 shafesir common stock through the
cashless exercise feature and we issued to theh®r®,000 shares of our common stock.

The “January 2012 Warrants”

On January 11, 2012 and January 25, 2012, we saggregate of 1,300,000 units (the “Units”) toradited investors. Each Unit was sold
for a purchase price of $0.50 per Unit and congisfe (i) one share of the Company’s common stouk @) a four-year warrant to purchase
650,000 shares of common stock at an exercise pfi$&.00 per share, subject to adjustment upomdiarrence of certain events (the
“January 2012 Warrants”). The January 2012 Warnarag be exercised on a cashless basis after tyENemonths from the date of closing
if there is no effective registration statementeravg the resale of the underlying shares of comstook issuable upon exercise of the
warrant. The January 2012 warrants provide thednaddth “piggyback registration rights”, which ogdite us to register the common shares
underlying the warrants upon request of the holdetise event that we decide to register any ofammmon stock either for our own account
or the account of a security holder (subject toaterexceptions). Based on authoritative guidameehave accounted for the January 2012
Warrants as liabilities.

As of September 30, 2012, a total of 650,000 Jgn2@t2 Warrants remain outstanding, with an exerpigce of $0.50 per share.
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The “February 2012 Warrants”

In connection with the sale of the February 2012eNowe issued the February 2012 Warrants entittiediolders to purchase up to
11,500,000 shares of our common stock (Note 7).

The February 2012 Warrants expire ten years from odisissuance and have an exercise price of §fed@ommon share. The February 2012
Warrants contain a “cashless exercise” featurepaodde the holder with “piggyback registrationhrig”, which obligate us to register the
common shares underlying the February 2011 Wartgas request of the holder in the event that wedaeto register any of our common
stock either for our own account or the accourd sécurity holder (subject to certain exceptioBssed on authoritative guidance, we have
accounted for the February 2012 Warrants as ltasli The liability for the warrants, measuredadt ¥alue, based on a Black-Scholes option
pricing model, has been offset by a reduction exdarrying value of the related February 2012 Notes

On April 25, 2012, certain holders February 2012i\ats exercised their right to acquire 3,000,d@rss of our common stock through the
cashless exercise feature and we issued to therisaddotal of 2,636,804 shares of our common stock

On July 3, 2012, the remaining holder of Februd&ry2Warrants exercised its right to acquire 8,500 $hares of our common stock through
the cashless exercise feature and we issued tottier 7,650,000 shares of our common stock.

The Advisory and Consulting Warrants

As part of an Advisory and Consulting Agreementaestn the Company and Tekesta Capital Partnerspiiih 2012, we issued 200,000
warrants to purchase the Company’s common stoelse® on authoritative guidance, we have accountetiése warrants as liabilities.

The warrants issued under the Advisory and Comguligreement expire five years from the date afasge, have an exercise price of $0.60
per common share and contain a “cashless exeffeia&ire.

On August 2, 2012, holders of all the outstandirgrants issued under the Advisory and ConsultingeAgient exercised their warrants on a
cashless basis and received a total of 170,00@sledthe Company’s common stock.

“The June 2012 Warrants”

In connection with the issuance of the June 2012#&ave issued the June 2012 Warrants entitlindpdigers to purchase up to a total of
2,250,000 shares of our common stock (Note 7).

The June 2012 Warrants expire ten years from tteeafassuance and have an exercise price of §iA8ommon share. The June 2012
Warrants contain a “cashless exercise” features& mearrants provide the holder with “piggyback sémgition rights”, which obligate us to
register the common shares underlying the warngms the request of the holder in the event thatlesde to register any of our common
stock either for our own account or the accoura sécurity holder (subject to certain exceptioBslsed on authoritative guidance, we have
accounted for the June 2012 Warrants as liabiliiee liability for the June 2012 Warrants, meadwefair value, based on a Black-Scholes
option pricing model, has been offset by a reduciiothe carrying value of the related June 201fblo

On June 28, 2012, the holders of the June 2012amMarexercised their rights to acquire 2,250,0@0eshof our common stock through the
cashless exercise feature and we issued to thersadotal of 2,025,000 shares of our common stock
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NOTE 10 — Income Taxes

The reconciliation of income tax benefit at the Ls&tutory rate of 34% for the years ended Dece®be2012 and 2011 to the Company’s
effective tax rate is as follows:

Year ended December &

2012 2011
U.S. federal statutory ra -34.0% -34.(%
State income tax, net of federal ben -6.0% -6.C%
Permanent difference 67.0% 16.(%
Change in valuation allowan -27.0% 23.40%
Income tax provision (benefit) 0.0% -0.6%

The benefit for income tax is summarized as follows

Year ended December =

2012 2011
Federal:
Current $ - $ -
Deferred (894,135 (1,693,45)
State and loca
Current -
Deferred (157,789 (298,84}
Change in valuation allowan: 1,051,92. 1,995,57.
Income tax provision (benefit) $ 0 $ 3,27:

The tax effects of temporary differences that gise to the Company’s net deferred tax liabilityogh®ecember 31, 2012 and 2011 are as
follows:

Year ended December =

2012 2011

Deferred tax asse
Net operating losse $ 2,172,000 $ 1,003,18:
Allowance for doubtful accoun 18,44, 179,81(

2,190,44 1,182,99:
Less: valuation allowance (2,190,44) (1,182,99)
Deferred tax liability
Depreciatior 102,02: 102,02:
Total deferred tax liability $ 102,02. $ 102,02:

As of December 31, 2012 and 2011, the Company pprbaimately $5,400,000 and $2,500,000 of fedemdl state net operating loss
carryovers (“NOLs") which begin to expire in 2028Bltilization of the NOLs may be subject to limitati under the Internal Revenue Code
Section 382 should there be a greater than 50% rshipechange as determined under regulations. cliaege in ownership occurred of the
Company that in June 2011 resulted in an annudtidiion on the usage of the Company’s pre-acquisitiet operating loss carryforwards.

In assessing the realization of deferred tax asseteagement considers whether it is more likedythot that some portion or all of the
deferred tax assets will be realized. The ultimatization of deferred tax assets is dependent tipe generation of future taxable income
during the periods in which those temporary diffexes become deductible. Management considershiaelsled reversal of deferred tax
liabilities, projected future taxable income anxl pdanning strategies in making this assessmente® on the assessment, management has
established a full valuation allowance againstahiire deferred tax asset relating to NOLs for gyariod because it is more likely than not
that all of the deferred tax asset will not be izeal.
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The Company files U.S. federal and states of Qailifotax returns that are subject to audit by tatharities beginning with the year ended
December 31, 2008.The Company'’s policy is to chasssessments, if any, for tax and related intened penalties as tax expense.

BioZone Labs is currently under examination for ylear ended December 31, 2009, and is still opexamination for all periods subsequ
to this date. The companies included in the coaatad financial statements are open for examindtiothe years ended December 31, 2
2010, and 2011.

NOTE 11 — Concentrations

Approximately, 28% and 21% of the Company’s sabeslie year ended December 31, 2012 were madeotoustomers. These customers
accounted for 27% and 9% of the Company’s salethtoyear ended December 31, 2011. Also, one mastaccounted for 50% of our
consolidated accounts receivable as of Decembe&t@P, none of which was more than 30 days past Blaeother customer accounts for
more than 10% of our outstanding consolidated attsoeceivable.

NOTE 12 — Contingencies
Employment Agreemer

On June 30, 2011, the Company entered into thraeepecutive employment agreements with three btudkrs, Brian Keller, Christian
Oertle and Daniel Fisher, to serve as our Presi@@hief Operating Officer and Executive Vice Presit respectively. The agreements with
Messrs. Keller and Fisher provide for annual setadf $200,000 each and the agreement with Mrl®mmbvides for an annual salary of
$150,000. Pursuant to the terms of the agreemeaxt$, of these stockholders is eligible to partigpa the Company’s long term incentive
compensation programs and is entitled to an arvarals if the Company meets or exceeds criteriataddpy the Compensation Committee
of the Board, subject to certain claw back rigfitse agreements provide for payments of six morgégerance in the event of early
termination (other than for cause).

On January 30, 2012, Mr. Fisher was removed fraphbsition as Executive Vice President for cauarsuant to his employment
agreement, Mr. Fisher was entitled to accrued pditeough the date of termination. In addition, Misher claimed pay for accrued
vacation. We have paid Mr. Fisher $56,000 in ungaidry and vacation pay and $23,000 in penalfieghach $5,769 remains outstanding
and is due on April 15, 2013. Mr. Fisher has desieardelivery to him of 6,650,000 shares of the Camyfs common stock.

Leases
The Company leases its facilities under operatagés that expire at various dates. Total rerdgresgounder these leases is recognized r:

over the initial renewal period of each lease. fidllewing table presents future minimum lease cotmments under non-cancelable operating
leases at December 31, 2011:

2013 $ 456,12
2014 442 62
2015 211,02;
2016 63,48:

$ 1,159,74

Total rent and related expenses under operatirsg$eaere $576,180 and $411,551 for the years dbeesimber 31, 2012 and 2011
respectively. Operating lease obligations afterl2@late primarily to office facilities
Litigation

Except as set forth below, we are not involvedrin pending legal proceeding or litigation that abblve a material impact upon our busii
or results of operations. To the best of our kndgks no governmental authority is contemplating groceeding to which we are a party ¢
which any of our properties is subject, which worddsonably be likely to have a material adverfxebn our business or results of
operations.
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Aphena Pharma Solutio— Maryland, LLC f/k/a Celeste Contract Packaging, LIVCBioZone Laboratories, Inc. and BioZone
Pharmaceuticals, Inc. and Daniel Fish

District Court for the District of Maryland NortheDivision; Case 1:12-cv-00852-WDQ

An action was commenced on March 19, 2012 agaiegtdhe Labs, the Company and a former officer anectbr of the Company, Daniel
Fisher in the United States District Court for fistrict of Maryland. The plaintiff alleges breachcontract and other commercial
wrongdoing and seeks damages in connection withigéespurchase order issued during early 2010ing/db the development of certain over
the counter products to treat cough and cold symptdhe Company refutes the allegations and intendgorously defend against this
action. We are unable to provide an estimate oftheunt or range of reasonable possible lossesthimntitigation because, among other
reasons, the complaint does not set forth a mondtmnand.

Daniel Fisher v. BioZone Pharmaceuticals, Inc.jdIMaza, Brauser Honig Frost Group, Michael Brauydgarry Honig, and The Fros
Group LLC

United States District Court, Northern District@&lifornia, No. 12-03716

On July 16, 2012, Daniel Fisher (“Fisher”), a formoéficer and director of the Company, commenceaetion in the United States District
Court for the Northern District of California agatrthe Company and certain officers and investuesebf. Fisher asserts claims for breach of
contract, conversion, wrongful termination, andusbjenrichment, and violation of the federal wieiskbwer statute arising from his former
role as an officer and director of the Company eertiain contractual agreements that he enterednitothe Company. Fisher seeks $23
million in damages against all defendants.

The Company disputes Fisher’s allegations, intéadsgorously defend them and has filed an actigairast Fisher in New York described
below. We are unable to provide an estimate oatheunt or range of reasonable possible lossestfmnitigation because it is at a very
early stage.

BioZone Pharmaceuticals, Inc. v. Daniel Fisher &&® Garcia Properties, LL!

Supreme Court of the State of New York, County ef\NYork, No. 652489/2012

On July 18, 2012, the Company commenced an agatideiv York State Court against Fisher and 580 @GdPcoperties, LLC alleging breach
of contract, breach of fiduciary duty, negligenaed fraud claims arising from Fisher’s former ratean officer and director of the Company.
The Company is seeking a minimum of $2 million anmdhges, together with the cancellation of 6.65ionilshares of the Company’s stock,
and Fisher’s forfeiture of property located at &&frcia Avenue, Pittsburg, CA, which property isdibg the Company as a warehouse
facility.

NOTE 13. Capital Deficiency

On May 16, 2011, the Company issued 7,724,000 sludreur restricted common stock to Aero and assuffexo’s liabilities in connection
with the acquisition and agreed to issue additishakes on the basis of one share for (A) eaclrdoilcurrent assets transferred to the
Company at the closing, as set forth on the clodatg balance sheet of Aero, to be delivered fotigwhe closing, and (B) each dollar of
costs incurred for liquidation, certain income taa@d perfected or settled dissenters’ rights pfaipal, up to a maximum of an additional
7,500,000 shares. Pursuant to the foregoing, timep@ay issued an additional 607,396 shares.

On September 21, 2011, we issued 13,914 sharesrohon stock to Aero Pharmaceuticals, Inc., dudeadelay in filing the Company's
Registration Statement on Form S-1, as requiretthéysset Purchase Agreement between the Companfeno Pharmaceuticals, Inc.

53




On October 28, 2011, we issued an aggregate 05Q@@2hares of our common stock to the holderseofNibtes issued in March 2011, in
consideration for the extension of the maturityedaif such Notes.

On November 3, 2011, we issued 455,000 sharesnofinom stock, par value $0.001 per share, at a pseghiace of $1.00 per share pursuant
to subscription agreements entered into on Oct8beP011 and November 1, 2011.

On November 30, 2011, we issued 500,000 sharesnofnon stock, par value $0.001 per share, at a paechrice of $0.50 per share pursi
to a subscription agreement.

On November 30, 2011, we issued 1,018,356 sharesnofnon stock, par value $0.001 per share, upowersion of the principal and all of
the interest due on a certain convertible promissote issued on September 22, 2011. The Companyisslued the holder a warrant to
purchase 500,000 shares of common stock at anisxgnice of $1.00 per share.

On January 11, 2012 and January 25, 2012, the Qongead an aggregate of 1,300,000 Units to acadditvestors. Each Unit was sold for

a purchase price of $0.50 per Unit and consisté)adne share of Common Stock and (ii) a four-yearrant to purchase 0.5 share of
Common Stock purchased at an exercise price oD§iedshare, subject to adjustment upon the oaweref certain events.

On March 1, 2012, the Company issued 455,000 sldiiesscommon stock to certain individuals whovpoeisly purchased shares of the
Company's common stock on November 3, 2011 atehpse price of $1.00 per share.

On April 25, 2012, the Company issued 2,636,804eshaf common stock upon the cashless exercisawints to purchase 3,000,000
shares.

On June 28, 2012, the Company issued 2,400,00@sbécommon stock upon the cashless exercise émta to purchase 2,750,000 she
On July3, 2012, the Company issued 7,650,000 slofiresmmon stock upon the cashless exercise ofantrito purchase 8,500,000 shares.
On September 28, 2012 the Company cancelled 6,666@ares of common stock which were previouslyedgdo Dr. Nian Wu in connecti
with the acquisition of certain patent rights fdoBone Laboratories, Inc. As consideration for¢hacellation, Mr. Wu agreed to the
cancellation of a license agreement between Mrawtithe Company.

NOTE 14 - Subsequent Events

Management has evaluated events occurring aftetateeof these financial statements through the thetse financial statements were issued.
There were no material subsequent events as ofithatother than disclosed below.

On February 22, 2013 and March 7, 2013, we ligeid&quachem and Equalan, respectively, and traadféreir activities to BioZone Labs
in an effort to reduce selling and administratixpenses.

On March 22, 2013, BioZone Laboratories, Inc., @llyhowned subsidiary of Biozone Pharmaceuticais, entered into a Factoring and

Security Agreement with Midland American Capitalr@aration (“Midland”) pursuant to which Midland wiprovide up to $1,500,000 of
financing, on a discretionary basis, against then@any’s account receivables.
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Item 9. Changes in and Disagreements With Accountasion Accounting and Financial Disclosure.
None.
Item 9A. Controls and Procedures.

Controls and Procedures

As required by Rule 13a-15 under the SecuritiehBrge Act of 1934, as of December 31, 2012, tlwalfigear end covered by this report,
our management concluded its evaluation of thectiffeness of the design and operation of our d&gi® controls and procedures.

Disclosure controls and procedures refer to comtmald other procedures designed to ensure thatriafmn required to be disclosed in the
reports we file or submit under the Securities Exaje Act of 1934 is recorded, processed, summaazddeported within the time periods
specified in the rules and forms of the SEC antishah information is accumulated and communictdezlr management, including our
chief executive officer and chief financial officais appropriate, to allow timely decisions regagdiequired disclosure. In designing and
evaluating our disclosure controls and procedumesiagement recognizes that any controls and proegdwo matter how well designed and
operated, can provide only reasonable assurarmehidving the desired control objectives, and mamant is required to apply its judgment
in evaluating and implementing possible controld procedures.

Our management does not expect that our disclasumeols and procedures will prevent all error alidraud. A control system, no matter
how well designed and operated, can provide ordgarable, not absolute, assurance that the caystdm’s objectives will be met. Further,
the design of a control system must reflect thettaat there are resource constraints, and thefitenécontrols must be considered relativ
their costs. Because of the inherent limitationalirtontrol systems, no evaluation of controls pesvide absolute assurance that all control
issues and instances of fraud, if any, have betatbel. These inherent limitations include thadities that judgments in decision-making
can be faulty, and that breakdowns can occur beoafusimple error or mistake. The design of anyesysof controls is based in part upon
certain assumptions about the likelihood of fuevents, and there can be no assurance that amgnadeidiisucceed in achieving its stated
goals under all potential future conditions.

With respect to the fiscal year ending December2812, under the supervision and with the partiaypeof our management, we conducted
an evaluation of the effectiveness of the desighaperations of our disclosure controls and procegilas defined in Rules 13a-15(e) and
15d-15(e) promulgated under the Securities Exch&mgef 1934. Based upon our evaluation regardiegfiscal year ending December 31,
2012, our management, including Mr. Elliot Mazar, @hief Executive Officer and Chief Financial O#ig has concluded that its disclosure
controls and procedures were not effective duegaofficient personnel to properly prepare, impletraard monitor adequate controls and
procedures.

Management’s Report on Internal Control over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finaha@aorting as defined in Rules 13&({f)
and 15d-15(f) under the Securities Exchange Act.r@anagement is also required to assess and m@pthe effectiveness of our internal
control over financial reporting in accordance withction 404 of the Sarbanes-Oxley Act of 2002 ¢tfee 404"). Management assessed the
effectiveness of our internal control over finahcéporting as of December 31, 2012. In making #sisessment, we used the criteria set forth
by the Committee of Sponsoring Organizations offtteadway Commission (COSO) in Internal Contraitegrated Framework. During our
assessment of the effectiveness of internal cootret financial reporting as of December 31, 20t@nagement identified numerous mat:
weaknesses as described below:

Financial Reporting Proces
Description of Material Weakness as of Decembe2812

The Company did not maintain an effective finanogorting process to prepare financial statemierdscordance with U.S. GAAP.
Specifically, our process lacked timely and conmpf@tancial statement reviews, appropriate accolasing procedures, and appropriate
reconciliation processes. Also, the Company lack@mimented procedures included documentation tetatiesting of processes, data
validation procedures from the systems into theegaredger, testing of systems, validation of lssualisclosure review, and other analytics.
Furthermore, the Company lacked sufficient persbtnproperly segregate duties.
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Information Technology Systel
Description of Material Weakness as of Decembe2812

The Company did not maintain effective internaltcolhover financial reporting related to certaifiommation technology applications and
general computer controls that are consideredye ha impact on financial reporting and that reiilh a more than reasonable possibility
that material misstatements in our financial st&tets would not be prevented or detected.

Specifically, we lacked effective controls in tleldwing areas:

Access Contrc— The Company did not maintain effectively desigoedtrols to prevent unauthorized access to cepi@igrams and data,
and provide for periodic review and monitoring otass including reviews of security logs and anslgEsegregation of duties conflicts.

Change Managemenrt The Company did not maintain effectively desigeedtrols to ensure that all information technolpgggram and
data changes were authorized, developer accelss traéduction environment was limited, and thapesigram and data changes were
adequately tested for accuracy and appropriatecimghtation.

Spreadsheets- The Company did not maintain effectively desigoedtrols to ensure that critical spreadsheets wiemtified, access to
these spreadsheets was restricted to appropriegenmel, changes to data or formulas were autrtbanel appropriate, or that the
spreadsheets were adequately reviewed by someloeetban the preparer.

Therefore, our internal controls over financialogmg were not effective as of December 31, 2012.

A material weakness (within the meaning of PCAORI#ing Standard No. 5) is a deficiency, or a comaliion of deficiencies, in internal
control over financial reporting, such that thexaireasonable possibility that a material misstate of our annual or interim financial
statements will not be prevented or detected amely basis. A significant deficiency is a deficigm or a combination of deficiencies, in
internal control over financial reporting thaté&s$ severe than a material weakness; yet impantantgh to merit attention by those
responsible for oversight of the company’s finahggorting.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @etaisstatements. Projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadegibecause of changes in conditions, or
that the degree of compliance with the policies mrmtedures may deteriorate.

Changesin Internal Control over Financial Reporting

There were no changes in our internal control éwancial reporting during the fourth quarter oétyear ended December 31, 2012 that have
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKIRM

To the Board of Directors and Stockholders of
Biozone Pharmaceuticals, Inc.

We were engaged to audited Biozone Pharmaceutloalss internal control over financial reporting af December 31, 2012 , based on
criteria established imternal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizatidribe Treadway
Commission (COSO). Biozone Pharmaceuticals, In@aagement is responsible for maintaining effedtiternal control over financial
reporting and for its assessment of the effectissmd internal control over financial reportingclided in the accompanying Management'’s
Report on Internal Control Over Financial Reporti®gir responsibility is to express an opinion aa @ompany’s internal control over
financial reporting based on our audit. Becausth®@imatters discussed below we were not able trobtfficient appropriate audit evidence
to provide a basis for an audit opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonableaassuregarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainiy reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financatkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeipnrdgcordance with authorizations of
management and directors of the company; and (Bjige reasonable assurance regarding preventiomely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@iiz statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadé&gibecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

The Company does not have documented procedustsdéb internal control over financial reportifitne Company is in the process of
developing and documenting its internal controlrdireancial reporting system, but as of the yeateshDecember 31, 2012 we were not able
to properly test controls and render an opiniomeba.

Because of the significance of the matter describéde preceding paragraph, we have not beentalubtain sufficient appropriate audit
evidence to provide a basis for an opinion. Acangtyi, we do not express an opinion on the Compaimyggsnal control over financial
reporting.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the Consolidated
Balance Sheets of Biozone Pharmaceuticals, Incamt subsidiaries as of December 31, 2012 and 2844 the related Consolidated
Statements of Operations, Stockholders’ Equity, @ash Flows for each of the years then ended, anceport dated March 29, 2013
expressed an unqualified opinion which include@aplanatory paragraph which raises substantial tadut the Company'’s ability to
continue as a going concern, on those consolidatadcial statements.

/sl Paritz & Company, P.A.

Hackensack, New Jersey
March 29, 2013
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Item 9B. Other Information.

None.

PART Il

Item 10. Directors, Executive Officers and Corpora¢ Governance.

The following persons are our executive officerd directors and hold the positions set forth opedasieir respective names.

EXECUTIVE OFFICERS AND DIRECTORS

Name Age |Position

Roberto Preg-Novo 68 |Chairmar

Elliot M. Maza 57 |Chief Executive Officer, Chief Financial Officer@®ecretary and
Director

Brian Keller 56 President, Chief Scientific Officer and Direc

Christian Oertle 40 |Chief Strategy Office

Roberto Preg-Novo, Chairman. Mr. Prego-Novo was appointed to our board of doescind as our President, Principal Accountingdeffi
and Secretary on February 24, 2011. Mr. Prego-Nesigned from all executive positions with us are appointed as our Chairman on
June 30, 2011. Since 1974, Mr. Novo has serveldeaBresident of Laboratorios Elmor S.A., a Venkrupharmaceutical company. Mr.
Novo served as the Vice President, Latin Ameri€éd,eva Pharmaceutical Industries Limited from 2602010 and as the Vice Preside
Latin America, of IVAX Corporation from 2006 to 280Mr. Prego-Novo served as our President and ipahéccounting Officer from
February 24, 2011 to June 30, 2011. Mr. Prego-Nea® chosen to be a director based on his extepbaenaceutical industry experience.
We believe Mr. Prego-Novo’s qualifications to seageour chairman include his years of experien@nasxecutive of large pharmaceutical
companies, in particular at Teva Pharmaceutiwdlistries Limited, one of the five largest manuieets of generic pharmaceutical products
in the world. We expect that Mr. Prego-Novo e able to draw on his knowledge of the generiemphaeuticals industry to help us
develop our branded generic pharmaceutical business

Elliot M. Maza, J.D., C.P.A. (Inactive), Chief Ex¢ige Officer, Chief Financial Officer, SecretargadaDirector. Elliot Maza serves as our
Chief Executive Officer, Chief Financial OfficerdSecretary. Mr. Maza was appointed as our Int€fef Executive Officer, Chief
Financial Officer and Secretary on May 16, 2011.. Maza was appointed as our Chief Executive OffiseAugust 2, 2011. On February
24, 2012, the Board of Directors of the Companyoaed Elliot Maza as a director of the Companyonr May 2006 until the present time,
Mr. Maza has served in several management posiibimellect Neurosciences, Inc., a developmemestaotechnology company focused
the development of therapeutics for Alzheimer'sdse. Mr. Maza served as the Executive Vice &rasbf Intellect Neurosciences, Inc.
from May 2006 to March 2007, as President from M&007 until October 2011, as Chief Financial Gffirom May 2006 until November
2012 and as Consulting Chief Financial Officer frilmvember 2012 through the present time. Mr. M&aa also appointed to the board of
directors of Intellect Neurosciences, Inc. on JB6e2007. From December 2003 to May 2006, Mr. Msarved as Chief Financial Officer
Emisphere Technologies, Inc., a biopharmaceutmadpany specializing in oral drug delivery. He wasastner at Ernst and Young, LLP
from March 1999 to December 2003. During the pefioth May 1989 to March 1999, Mr. Maza served ag\asociate and subsequently
Vice President in the Fixed Income divisions of @oan Sachs, Inc. and JP Morgan Securities, IncMdza practiced tax and corporate law
at Sullivan and Cromwell in New York from Septemt885 to April 1989. Mr. Maza has served on therBad Directors and as Chairman
of the Audit Committee of several biotech and plreseutical companies. Mr. Maza received his B.Aréedgrom Touro College in New
York and his J.D. degree from the University of grvania Law School. Mr. Maza was appointed asectbr of the Company based on his
experience as a senior executive in several biaadhiopharma companies and his positions as ekefutive officer and chief financial
officer of the Company.

Brian Keller, Pharm.D.President, Chief Scientific Officer and Directddr. Keller has served as our President, Chief Sifie®fficer and
Director on June 30, 2011. Dr. Keller co-foundédZ®ne Laboratories, Inc. with Mr. Daniel Fisherli®89, and has served as its Executive
Vice President and Chief Scientific Officer sinbatttime. Dr. Keller is the inventor of the Compan@uSomes, LiquaVail, and HyperSorb
technology. Dr. Keller graduated from University@ilifornia, San Diego, in 1979 with a BS in bioyjp@nd received his doctorate in
pharmacy from University of California, San Framoisin 1983. Dr. Keller is a registered pharmaciste believe Dr. Keller's qualifications
to serve as a director include his managementrathgsiry experience gained as the co-founder of &iea aboratories, Inc., one of our
subsidiaries, as well as his general scientifickdedge.
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Christian Oertle, Chief Strategy Officer.Mr. Oertle serves as our Chief Strategy Offidér. Oertle served as our Chief Operating Officer
from June 30, 2011 until February 11, 2013. Frony i2@03 until the present time, Mr. Oertle has sérag the General Manager of BioZone
Laboratories, Inc. From May 2000 to May 2003, Mertle served as the Director of Product ReseardiDavelopment for BioZone
Laboratories, Inc. Prior to May 2000 Mr. Oertle Wwed as a formulation chemist at BioZone Laboraggriiec; Bertek Pharmaceuticals, a
division of Mylan Laboratories (formerly Penedemcdrporated); and Alza Corporation. Mr. Oertle IscddBachelors of Science Degree in
Chemistry from University of California at Davis.

Family Relationships
There are no family relationships between the efficand directors listed above.
Employment Agreements

On June 30, 2011, we entered into an employmeeeagznt with Dr. Keller pursuant to which Dr. Kelitl serve as our President and Cl
Scientific Officer for a period of three years wnsideration for an annual salary of $200,000.s®amt to the terms of his employment
agreement, Dr. Keller shall be eligible to partatgpin the Company’s long term incentive compensgtrograms and shall be entitled to an
annual bonus if the Company meets or exceedsiarddopted by the Board and subject to certain tlagk rights.

In the event Dr. Keller's employment is terminatkek to his death or disability, his estate or leisdficiaries, as the case may be, shall be
entitled to earned and unpaid base salary thradugldate of death or date of termination of his @yplent and all accrued and unpaid
vacation time and all other additional benefitstidee or earned in accordance with the Company$cgble plans and programs. In the
event the Company terminates Dr. Keller's employnfencause, he shall be entitled to earned andidripase salary through the termination
date and all accrued and unpaid vacation time Ardheer additional benefits then due or earneddoordance with the Compasyapplicable
plans or programs. In the event Dr. Keller's ergpient is terminated without cause, other than duert Keller’s death or disability, Dr.
Keller shall be entitled to i) earned and unpaiseébsalary through the termination date, ii) the sififnis base salary, at the annualized rate in
effect on the termination date (or, in the evergduction in base salary is a basis for a ternonaly Dr. Keller for good reason, then the
salary in effect immediately prior to such redusjidivided by 12, and which such monthly paymemngésta be paid to Dr. Keller for a period
of 6 months but not to extend beyond the last ddyisoemployment period (the “Severance Periodi))any outstanding stock options or
shares of restricted stock which are unvested shatland Dr. Keller shall have the right to exsgciny vested stock options during the
Severance Period or for the remainder of the esengeriod, iv) continued participation in all mealj health and life insurance plans at the
same benefit level at which he was participatingrendate of the termination of his employmentluhg earlier of the end of the Severance
Period or the date, or dates, he receives equivedrrerage and benefits under the plans and pragodm subsequent employer and (v) all
accrued and unpaid vacation and all other additibeaefits then due or earned in accordance wahCtbmpany’s applicable plans or
programs. Upon termination of Dr. Keller's emplaymh, he shall not be entitled to any severance paysror severance benefits from the
Company or any payments by the Company on accduwartyoclaim by him of wrongful termination, inclutdj claims under any federal, state
or local human and civil rights or labor laws, atligan the payments and benefits provided in thel@yment agreement.

On June 30, 2011, we entered into an employmeeeaggnt with Christian Oertle pursuant to which ®ertle will serve as our Chief
Operating Officer for a period of three years imsideration for an annual salary of $150,000. Famsto the terms of his employment
agreement, Mr. Oertle shall be eligible to partitgin the Company’s long term incentive compensgtrograms and shall be entitled to an
annual bonus if the Company meets or exceedsiardadopted by the Board which shall be subjecettain claw back rights. Mr. Oertle’s
employment agreement has the same terminationeargdlace provisions as Dr. Keller's employment agrent.
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On June 30, 2011, we entered into an employmeereaggnt with Daniel Fisher, formerly Executive Vizesident and Director of the
Company, pursuant to which Mr. Fisher was to sasveur Executive Vice President for a period ofé¢hyears in consideration for an annual
salary of $200,000 and would be eligible to papti¢e in the Company’s long term incentive compeéosgirograms and be entitled to an
annual bonus if the Company met or exceeded @itatopted by the Board, subject to certain clavk bahts. Mr. Fisher's employment
agreement had the same termination and severaogsipns as Dr. Keller's agreement and Mr. Oestigjreement. On January 30, 2012,
Fisher was removed from his position as ExecutiieeWPresident for cause. Pursuant to his employagmeement, Mr. Fisher was entitled
to accrued salary through the date of terminatioddition, Mr. Fisher claimed pay for accruedataan. We have paid Mr. Fisher $56,00!
unpaid salary and vacation pay and $23,000 in fesalf which $5,769 remains outstanding and isau@pril 15, 2013 . Mr. Fisher has
demanded approximately $56,000 in unpaid salaryacdtion pay and delivery to him of 6,650,000 skaif the Company’s common stock.

Involvement in Certain Legal Proceedings

Our directors and executive officers were not imedlin any legal proceedings as described in [t@h{f of Regulation S-K in the past ten
years except as set forth in the section ent‘Legal Proceedings” herein.

Directors’ and Officers’ Liability Insurance

The Company has obtained directors’ and officéadility insurance insuring its directors and offis against liability for acts or omissions in
their capacities as directors or officerSuch insurance also insures us against losses wigichay incur in indemnifying our officers and
directors. In addition, the Company may enter intiemnification agreements with key officers amgctors and such persons shall also |
indemnification rights under applicable laws, and Company’s Articles of Incorporation and Bylaws.

Board Independence

We currently have three directors serving on ouai@mf Directors: Mr. Prego Novo, Mr. Maza and Reller. We are not listed on a
national securities exchange and are not subjeatyairector independence standards. Using tfieititen of independence set forth in the
rules of the NYSE MKT LLC, none of Mr. Novo, Mr. Ma and Dr. Keller would be considered an independieactor of the Company.

Meetings and Committees of the Board of Directors

Our Board of Directors held one formal meeting dgrihe fiscal year ended December 31, 2011 andmeal meetings during the fiscal year
ended December 31, 2012.

We currently do not maintain any committees ofBloard of Directors. Given our size and the develepnof our business to date, we bel
that the board through its meetings can performfale duties and responsibilities which mightthatemplated by a committee.

Except as may be provided in our bylaws, we docnatently have specified procedures in place pursteawhich security holders may
recommend nominees to the Board of Directors.

Board Leadership Structure and Role in Risk Oversigt

Although we have not adopted a formal policy on tikethe Chairman and Chief Executive Officer posg should be separate or combil
we have traditionally determined that it is in thest interests of the Company and its sharehotdesgparate these roles because it allows us
to separate the strategic and oversight roles nvihir board structure.

Our Board of Directors is primarily responsible faerseeing our risk management processes. ThelBbé®irectors receives and reviews
periodic reports from management, auditors, legaheel, and others, as considered appropriatediegaour company’s assessment of risks.
The Board of Directors focuses on the most sigaificisks facing our company and our company’s ggmisk management strategy, and
also ensures that risks undertaken by our compangamsistent with the Boalappetite for risk. While the Board oversees aungany, ou
company’s management is responsible for day-torg&ymanagement processes. We believe this divisioasponsibilities is the most
effective approach for addressing the risks facimgcompany and that our Board leadership structupports this approach.
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Code of Ethics

We have not yet adopted a Code of Ethics althouglexpect to as we develop our infrastructure arsihiess.

Board Diversity

While we do not have a formal policy on diversityr Board considers diversity to include the s$@t, background, reputation, type and
length of business experience of our Board memdeisell as a particular nomineeontributions to that mix. Although there arengnathe;
factors, the Board seeks individuals with expergeos public company boards as well as experientteadvertising, marketing, legal and
accounting skills.

Board Assessment of Risk

Our risk management function is overseen by our@®o®ur management keeps our Board apprised dadriahtisks and provides our
directors access to all information necessarytent to understand and evaluate how these risksetdte, how they affect the Company, and
how management addresses those risks. Mr. Ellaatdyla director and our Chief Executive Officer &idef Financial Officer works closely
together with the Board once material risks aratified on how to best address such risk. If thentified risk poses an actual or potential
conflict with management, our independent directoay conduct the assessment. The Board focusd®gse key risks and interfaces with
management on seeking solutions.

Item 11. Executive Compensation.

Summary Compensation Table

The table below sets forth, for the last two fisgadrs, the compensation earned by the executiiceis listed below. No other executive
officers had annual compensation in excess of $000during the last fiscal year.

Non-Equity

Name and v Stock  Option . All Other
Principal car Salary Bonus Awards  Awards Incentive Pl_a n Compensation Total
-1 Ended %) $) Compensation b ($)
Position (%) (%) %) (%) ()
Elliot Maza (2) 2011 38,462 250,000 0 0 0 0 288,462
2012 250,000 300,000 23,694 573,694
Brian Keller (3) 2011 100,000 35,712 135,712
2012 133,000 43,113 22,848 198,961
Daniel Fisher (4 2011 112,000 0 0 0 0 44,702 156,702
2012 60,667 1,754 62,421
Christian Oertle 2011 100,000 0 0 0 0 4,223 104,223
(6)
2012 100,000 5,000
Roberto Prego- 2011 0 0 0 0 0 0 0
Novo (7)
2012 0 0 0 0 0 0 0
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(1) The compensation amount set forth represents regament of medical and dental insurance, life imsoe, and auto expens

(2) Appointed as Interim Chief Executive Offic@hief Financial Officer and Secretary on May 161 20and appointed as Chief Executive
Officer on August 2, 201:

(3) Appointed as President and Chief Scientific OffioarJune 30, 201

(4) Appointed as Executive Vice President on 3he2011. Removed from his position as Executiiee\President on January 30, 2012
and resigned from his position as Director on Faty3, 2012

(5) The compensation amount set forth represents Coyrqaartributions to Mr. Fish’'s IRA account
(6) Appointed as Chief Operating Officer on June 30,12

(7) Appointed as President on February 24, 2011. Redifpom all officer positions and appointed as @han of the Board of Directors
June 30, 2011

(8) Resigned from all positions on February 24, 2(

(9) Resigned from all positions on February 22, 2(

Outstanding Equity Awards at Fiscal Year-End

There were no outstanding equity awards issueditm@amed executive officers as of December 31, 2011

Director Compensation

The Company does not have any compensation arrargetior members of its Board of Directors.

Stock Incentive Plan

As of December 31, 2012, the Company had not adapstock incentive plan.

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Mattet

The following tables set forth certain informatias of March 29, 2013 regarding the beneficial owhigrof our common stock, by (i) each
person or entity who, to our knowledge, owns mbent5% of our common stock; (ii) our executive aéfs; (iii) each director; and (iv) all of
our executive officers and directors as a grougesihotherwise indicated in the footnotes to thieiong table, each person named in the
table has sole voting and investment power andpiieson’s address is c/o BioZone Pharmaceutiaats, $50 Sylvan Avenue, Suite 101,
Englewood Cliffs, NJ 07632. Shares of common s&djject to options, warrants, or other rights entlly exercisable or exercisable within
60 days of March 29 , 2013, are deemed to be h@akfiowned and outstanding for computing the shaxnership and percentage of the

stockholder holding such options, warrants or othgrts, but are not deemed outstanding for comgutie percentage of any other
stockholder.
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Number of Shares Percentage Beneficially
Name of Beneficial Owner Beneficially Owned Owned (1)
5% Owners
OPKO Health, Inc.
4400 Biscayne Boulevard
Miami, Florida 3313 7,650,00((2) 12.1%
Daniel Fisher
36 Marlee Road
Pleasant Hill, CA 9452 6,650,001 10.5%
Frost Gamma Investments Trust (3)
4400 Biscayne Boulevard
Miami, Florida 3313 5,260,68/(4) 8.3%
Frost Group LLC
4400 Biscayne Boulevard
Miami, Florida 3313 4,871,13. 7.7%
Michael Brauser
3700 NE 27th Ave.

Lighthouse Point, Florida 330¢ 4,729,37(5) 7.5%
Barry Honig

4400 Biscayne Boulevard, Miami, FL 331 3,952,24/(6) 6.2%
Executive Officers and Directo

Brian Keller 3,587,50! 5.7%
Christian Oertle 525,00( 0.8%
Elliot Maza 3,587,501 5.7%
Roberto Preg-Novo 2,939,46/(7) 4.7%
All executive officers and directors as a groupé4sons) 10,639,46 16.%

1) Based on 63,142,696 shares of our common stockdssnd outstanding as of March 29 , 2(

2) Excludes 8,500,000 shares of common stockilyidg a promissory note issued to OPKO Health, Trhe note can be converted at
$0.20 per share and contains a blocker provisiosiwprovides that the note can only be converteth siat where the holder would
beneficially own a maximum of 4.99% of our outstamgdcommon stock. Dr. Frost is the Chief Executdficer of OPKO Health Inc
and in such capacity holds voting and dispositie@gr of such shares held by OPKO Health

3) Dr. Phillip Frost is the trustee of Frost Gaalnvestments Trust and in such capacity hasvatieg and investment control over the
securities held by Frost Gamma Investments TrusstfFsamma Limited Partnership is the sole andusked beneficiary of Frost
Gamma Investments Trust. Dr. Phillip Frost is ohewo limited partners of Frost Gamma Limited Rarship. The general partner
of Frost Gamma Limited Partnership is Frost Gamima, and the sole shareholder of Frost Gamma,isrierost-Nevada
Corporation. Dr. Phillip Frost is also the soleholder of Frost-Nevada Corporation.

4) Excludes 1,776,370 shares of common stocknlyidg a promissory note issued to Frost Gammastments Trust. The note can be

converted at $0.20 per share and contains a blgrkersion which provides that the note can onlycbeverted such that where the
holder would beneficially own a maximum of 4.99%oafr outstanding common stock.
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5) Includes 270, 629 shares held by Michael Beaand Betsy Brauser, TBE, 1,273,086 shares lye@&rénder Holdings Inc. 401K
Profit Sharing Plan and 2,885,662 shares held h&&l H. Brauser & Betsy G. Brauser Jt. Tenantshikl and Betsy Brauser share
voting and investment control over the securitielsl in the name of Michael Brauser and Betsy BrauEBE and Michael H. Brauser
& Betsy G. Brauser Jt. Tenants. Michael Brausénéstrustee of Grander Holdings Inc. 401K Profia@ig Plan and has sole voting
and investment control over the securities hel@&bgnder Holdings Inc. 401K Profit Sharing Plan. leges 500,000 shares of
common stock underlying a promissory note issuddittael Brauser. The note can be converted ail0f0e2 share and contains a
blocker provision providing that such note can ariyverted such that where the holder would beiadiffiown a maximum of 4.99%
of our outstanding common stoc

6) Excludes 3,166,667 shares of common stocklyidg a promissory notes issued to Barry Honige fiotes can be converted at $0.20
per share and contains a blocker provision progidirat such note can only converted such that wiher@older would beneficially
own a maximum of 4.99% of our outstanding commolst

7) Includes (i) 2,500,000 shares of common statll by Olycra Limited Partnership and (ii) 439%4thares of common stock held by
Mr. Prego Novo. Excludes (i) 1,000,000 shares ofimmn stock as to which Mr. Prego-Novo disclaimsdbieral ownership, (ii)
500,000 shares of common stock underlying a wattaptirchase common stock issued to Mr. Prego-Naxb(iii) 20,000 shares of
common stock underlying a promissory note issuddrtd®rego-Novo. The warrant can be exercised a&xancise price of $0.40 per
share and the note can be converted at a convemsamof $0.20 per share. The warrant and notéadoiblocker provisions providir
that they can only converted up to the point whiecholder would beneficially own a maximum of 288f our outstanding commc
stock. Mr. Preg-Novo has sole voting and investment control oversticurities held by Olyrca Limited Partners|

Item 13. Certain Relationships and Related Transa@ns, and Director Independence.

Except as described below, during the past thraesy¢here have been no transactions, whethettlgicgdndirectly, between the Company
and any of its officers, directors or their famihembers, that exceeded the lesser of $120,000 af 186 Company’s total assets at year end
for the last two completed fiscal years.

We manufacture our products in a 20,000 s.f., cGMRufacturing and laboratory facility located af%8arcia Avenue, Pittsburg, CA, whi
we rent from 580 Garcia Properties, LLC, a relatechpany which has been determined to be a variatdeest entity and has been
consolidated into the financial statements. The Gamy believes Mr. Fisher, our former director axédtitive Vice President, directly or
indirectly owns 580 Garcia Avenue, LLC. The 580 @a\venue facility is encumbered by mortgage daedlatpproximately $2.6 million.
BioZone Labs pays approximately $21,000 per moicty to the mortgage lender, which it treatsers paid to 580 Garcia Avenue,

LLC. The Company believes the property to be waghroximately $800,000, and that the lease paysrfenthe 580 Garcia Avenue facility
are substantially above the market price for sinfdailities. In addition, Mr. Fisher claims the@pany is indebted to 580 Garcia Avenue,
LLC for loans in the aggregate principal amounapproximately $1.1 million, which Mr. Fisher clairage in default. We paid $291,528 in
rent each year for the years ended December 31, @&@d 2010.

Phillip Frost, M.D., through Frost Gamma Investnsenitust, beneficially owned approximately 46% of@#e issued and outstanding capital
stock, Roberto Prego-Novo, our Chairman, owned@pprately 23% of Aero’s issued and outstanding tedystock through Olyrca

Trust. Each of Dr. Frost and Mr. Prego-Novo berially owned approximately 10.63% and 4.62%, repely (excluding, with respect to
Mr. Prego-Novo, 1,000,000 shares of which he disdawnership), of our issued and outstanding abpibck following the Asset
Purchase. Dr. Frost acquired a portion of hiseshar February and March, 2011 for approximatelp$0 per share, while the remainders of
his shares were acquired through the cashlessisg@ftwarrants he acquired through his purchaseooinvertible promissory note in June
2012. Mr. Prego-Novo acquired a portion of hisrekan March 2011 for approximately $0.03 per shatele the remainder were acquired
through the cashless exercise of warrants he aatjthrough his purchase of a convertible promissotg in April 2012. These prices were
negotiated at arm’s length when we had no viabten®ss and prior to the acquisition of Aero andmio a final letter of intent with BioZone
Laboratories shareholders.
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On February 24, 2012, we entered into a secuptieshase agreement with Opko Health, Inc., pursisawhich we sold (i) a $1,700,000 1
secured convertible promissory note due two yaars the date of issuance and (ii) ten year warrempairchase 8,500,000 shares of our
common stock at an exercise price of $0.40 perestuargross proceeds to us of $1,700,000. Theamtsmay be exercised on a cashless
basis commencing on the issue date. Dr. Philigt-tbe trustee of the Frost Gamma Investmentst,Tausolder of 6.07% of our issued and
outstanding common stock, is the Chairman and @hetutive Officer of Opko Health, Inc. On FebrpaB, 2012 and February 29, 2012,
we sold an additional $600,000 of notes and issvgdants on the same terms to purchase an addi8®@0,000 shares of our common
stock to additional buyers for gross proceeds tofi00,000. The transaction did not involve angerwriters, underwriting discounts or
commissions, or any public offering. The issuaricéhese securities was deemed to be exempt frometfistration requirements of the
Securities Act of 1933, as amended, by virtue @tiBe 4(2) thereof, as a transaction by an issoeimnvolving a public offering.

Also on February 24, 2012, BioZone Pharma, BioZoales, and Equachem (the “BZL Licensors”) and OPK@&ed into a Limited License
Agreement pursuant to which OPKO acquired an ek@ugense to the QuoSomes and EquaSoMekug delivery technology for use in
ophthalmological indications and a non-exclusiegettise to such technology for all other indicatigxiso, on February 24, 2012, BioZone
Pharma and OPKO entered into a Distribution Agregrparsuant to which BioZone Pharma appointed ORK@s exclusive distributor of
any drug product containing propofol as an actagredient in combination with a compound developgd@ioZone Labs based on its
EquaSomes technology. Frost Gamma Investments iSraee of our significant shareholders. Dr. iphirost is the trustee of Frost Gamma
Investments Trust and the Chief Executive Offide®@®KO. The Distribution Agreement was effectivedyminated as a result of the
Separation Agreement executed between Nian Wuhen@ompany which, among other things, terminatatidartain License Agreement
between Mr. Wu and the Company, which providedhterdistribution rights granted to OPKO, as furtiescribed below.

On February 28, 2012, the Company sold a $100,06®and issued warrants to purchase 500,000 sbities Company's common stock to
Robert Prego-Novo, Chairman of our Board of DirestolThe warrants have an exercise price of $0etGlipare.

Santana Martinez, one of our former directors, jmesly provided office space to us at no charge. fibancial statements reflect, as
occupancy costs, the fair market value of thatspatich is approximately $150 per month. We tredite usage of the office space as
additional paid-in capital and charged the estichéaé value rent of $150 per month to operatidiie. recorded total rent expense of $1,800
for the year ended December 31, 2010 and totalesguense of $1,800 for the year ended Decembet(RB.

As part of our regular business operations, BioZoaies purchases raw material ingredients from Hogiacand sells finished products to
Equalan and Baker Cummins. The financial statermepdct of these intercompany sales and purchasdigrisated in consolidation.
Purchases by BioZone Labs from Equachem were appataly $233,000 and $127,000 for the years endszé@ber 31, 2012 and 2011,
respectively. Sales by BioZone Labs to Equalan vapproximately $118,000 and $163,000 for the yeaded December 31, 2012 and 2011,
respectively. Sales by BioZone Labs to Baker Cunsmiere approximately $117,000 and $0 for the yeaded December 31, 2012 and
2011, respectively.

The Company entered into a Separation and Relegiement with Nian Wu, a consultant to the Compary holder a 6,650,000 shares of
the Company’s common stock. Under the terms oB#garation Agreement, the parties agreed to tetmihe License Agreement dated as
of February 12, 2012, granting the Company thetighutilize certain of Mr. Wu's patents relatirg‘Sugar Lipid Technology” for the
potential commercial formulation of Propofol, amé distribution rights granted by the Company t&k®Health, Inc. Mr. Wu also tendered
for cancellation 6,650,000 shares of the Compaogtamon stock issued in connection with the acdaisibf certain patent rights from
BioZone Laboratories, Inc. and affiliates in Ju@d 2. As a result of the foregoing, the Compamgnieated its research and development
activities, including personnel connected with saffbrts, in Princeton New Jersey and Mr. Wu agreease his best efforts to assume the
Company’s lease. The Separation Agreement becHeaatiee on September 20, 2012 upon acceptancepip Glealth, Inc.
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On September 20, 2012, the Company also entered ibimited License Agreement pursuant to whichGloenpany granted Mr. Wu a
limited non-exclusive worldwide license to certaints patents, originally co-invented by Mr. Wudaassigned to the Company. Under the
terms of the Limited License Agreement, each ofGboenpany and Mr. Wu agreed to pay the other a tpgajual to 5% of their respective
quarterly net sales of Covered Products (defineghggoharmaceutical preparation or formulation whbe manufacture, use, sale, offer for
sale, license or assignment thereof relies in whoie party on any of the patents licensed unlderLimited License Agreement) that rely on
any Valid Claims (as defined in the Limited Licesgreement). Additionally, each of the Company &rdWu agreed to pay the other 5(

of all fees or other payments (including all mitests, upfront payments or advances, but excludipglties on net sales or funding or
reimbursement costs of research and developmeniitias)) in consideration for any rights grantedlena sublicense of the patents assigned
under the Limited License Agreement. The Limitédelnse Agreement is effective until the expiratidhe last to expire licensed patents
unless sooner terminated pursuant to the termsedficense Agreement.

Daniel Fisher, our former Executive Vice Presidamd Director, advanced funds to the Company fokimgrcapital purposes in the aggre(
amount of approximately $1,099,715. The advances ibgerest at a weighted average rate of appraeind0% and are due on demand.
Company is in dispute with Mr. Fisher as to the ammf the balance due but has recorded as aitjattie full amount claimed by him.

Item 14. Principal Accountant Fees and Services.

Audit Fees

The aggregate fees billed by our principal accaurfa the audit of our annual financial statemerggiew of financial statements includec
the quarterly reports and other fees that are nityrmpeovided by the accountant in connection withtstory and regulatory filings or
engagements for the years ended December 31, 2@1204.1 was $109,000 and $90,000, respectively.

Audit-Related Fees

The aggregate fees billed by our principal accaurftar assurance and advisory services that wéaigerkto the performance of the audit or
review of our financial statements for the yeardezhDecember 31, 2012 and 2011 was $0 and $25&)ikctively.

Tax Fees

The aggregate fees billed for professional servieadered by our principal accountant for tax caamgle, tax advice and tax planning for the
fiscal years ended December 31, 2012 and 2011 &&9&and $8,000 respectively.

Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Autibrs

We do not currently have an Audit Committee. Thiqy of our Board of Directors, which acts as édwdit Committee, is to pre-approve all
audit and permissible non-audit services providgethk independent auditors. These services maydechudit services, audit-related
services, tax services and other services. Presagbis generally provided for up to one year ang pre-approval is detailed as to the
particular service or category of services anceisagally subject to a specific budget. The indepahduditors and management are required
to periodically report to our Board of Directorgaeding the extent of services provided by the jreahelent auditors in accordance with this
pre-approval, and the fees for the services peddria date. The Board of Directors may also pre<ampparticular services on a case-by-
case basis.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

3.1

3.2

3.3

3.4

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

Articles of Incorporation (1

Certificate of Amendment to Articles of Incorporati(1)
Certificate of Amendment to Articles of Incorporati(2)
Bylaws (1)

Asset Purchase Agreement, dated as of Ma2Q11, by and among the Company, Baker Cummimp.@ad Aero
Pharmaceuticals, Inc.(:

Assignment and Assumption Agreement, dated May @61, by and among the Company, Baker Cummins @oigh Aerc
Pharmaceuticals, Inc. (

Bill of Sale, dated as of May 16, 2011, made ariyeleed by Aero Pharmaceuticals, Inc., to Baker Guns Corp.(4,
Form of Securities Purchase Agreement, dated Belwfuary 28, 2011. (1’

Form of Secured Convertible Promissory Note

Form of Warrant (3

Form of Registration Rights Agreement

Pledge and Security Agreement

Form of Nor-Recourse Principal Stockholder Stock Pledge Agreei(

Director and Officer Indemnification Agreement

Amendment No.1 to Asset Purchase Agreedstad as of April 25, 2011 by and between AerarRlaceuticals, Inc. and
Teva Respiratory, LLC(4

Form of LLC Membership Interest Purchase Agreerdattd June 30, 2011 (Equalan LLC)
Form of Stock Purchase Agreement dated June 3@, &Zone Laboratories Inc.) (!

Form of LLC Membership Interest Purchase Agreendatéd June 30, 2011 (Equachem LLC)
Form of LLC Membership Interest Purchase Agreendatéd June 30, 2011 (Betazone LLC)
Form of Lockup Agreement (*

Stock Option Agreement, dated June 30, 2011, betBean Keller and Opko Health, Inc. (
Stock Option Agreement, dated June 30, 2011, betWemiel Fisher and Opko Health, Inc.
Employment Agreement, dated June, 2011, betwee@dhgpany and Brian Keller (!
Employment Agreement, dated June 30, 2011, betdtee@ompany and Daniel Fisher
Employment Agreement, dated June 30, 2011, betéiee@ompany and Christian Oertle
License Agreement, dated November 7, 2006, betB@zfone Laboratories Inc. and BetaZone Laboratdrles (5)

Amendment No. 1 to License Agreement,dlAtaril 4, 2011, between BioZone Laboratories ked BetaZone
Laboratories LLC (5

Amendment No. 2 to License Agreement,dlatme 29, 2011, between BioZone Laboratoriesand.BetaZone
Laboratories LLC (5



10.25 Form of Securities Purchase Agreement

10.26 Form of Convertible Promissory Note |

10.27 Form of Warrant (6

10.28 Form of Registration Rights (|

10.29 Form of Note Extension Agreement |

10.30 Form of Subscription Agreement (

10.31 Form of Subscription Agreement (

10.32 Form of Subscription Agreement (1

10.33 Form of Warrant (10

10.34 Form of Subscription Agreement (1

10.35 Form of Warrant (11

10.36 Form of Security and Stock Pledge Agreement

10.37 Form of Note (12

10.38 Form of Note (13

10.39 Stock Purchase Agreement, dated DecenSh@021, by and among the Company, Global Profgoty. and ISR
Investments LLC, Eduardo Biancardi and Timothy Me€l4)

10.40 Qusome Patent Assignment from Brian Charles Kelied. to the Company, dated December 19, 2006

10.41 License Agreement, dated February 13, 2012, betthbee@ompany and Nian Wu, (1

10.42 Assignment of Patent Rights, dated February 122 26&tween the Company and Nian Wu and Brian Ch&tétler(14)

10.43 Lease, dated March 1, 2004, between the Compang&harcia Properties LLC (1

10.44 Distribution Agreement, dated February 24, 2012yben the Company and OPKO Pharmaceuticals, LLE

10.45 Limited License Agreement, dated Febr24dry2012, between the BioZone Laboratories, Inguaehem, LLC, the
Company and OPKO Pharmaceuticals, LLC {

10.46** Supply Agreement (redacted)(1

10.47 Form of LLC Membership Interest Purchase Agreemetit exhibits dated June, 2011 (Equalan LLC) (

10.48 Form of Stock Purchase Agreement (BioZone Laboiegdnc.) with exhibits dated June, 2011 (

10.49 Form of LLC Membership Interest Purchase Agreeniiequachem LLC) with exhibits dated June, 2011

10.50 Form of LLC Membership Interest Purchase Agreeni@atazone LLC) with exhibits dated June, 2011 |

10.51 Promissory Note issued to Daniel Fisher dated $&me 10, 2001 (1<

10.52 Promissory Note issued to Daniel Fisher dated Same 1, 2002 (14

10.53 Promissory Note issued to Daniel and Sharon Fidatrd September 30, 2005 (:

10.54 Promissory Note issued to Daniel Fisher dated Déeerdl, 2008 (14

10.55 Promissory Note issued to Daniel and Sharon Fidatrd January 7, 2010 (1

10.56 Promissory Note issued to Daniel and Sharon Fidatxd April 8, 2010 (14

10.57 Promissory Note issued to Daniel and Sharon Fidated May 19, 2010 (1:



10.58

10.59

10.60

10.61

10.62

10.63

10.64

10.65

10.66*

10.67*

10.68*

10.69*

10.70*

211

31.1*

31.2*

* Filed herewith.

Form of Purchase Order (1

Amendment No. 2 to Betazone License Agergntated June, 2011 between BioZone Laboratdriesand BetaZone
Laboratories, LLC, (14

Promissory Note issued to General Electric Ca@itaboration, dated August 23, 2007, (

Form of Promissory Note (1!

Form of Warrant (15

Separation and Release Agreement between the CgrapdrNian Wu, dated September, 2012.
License Agreement between the Company and Niandated September 20, 2012. (.

Lease Agreement, dated May 22, 2006, between BieZaoratories, Inc. and Empire Business Park).
Factoring and Security Agreement, dated March 223

Purchase Money Rider, dated March 22, 2

Form of Guaranty and Security Agreement, dated Nag; 201:

Form of Validity Guarantee, dated March 22, 2

Form of Intercreditor Agreement, dated March 2212

List of Subsidiaries (4

Certification pursuant to Section 302 of the Sads-Oxley Act of 200z

Certification pursuant to 18 U.S.C. Section 1.

** Confidential treatment has been requested far ¢ixhibit and confidential portions have beendfileith the SEC.

(1) Incorporated by reference to the Company's Region Statement on Form SB-2, filed with the SECSeptember 20, 2007.

(2) Incorporated by reference to Exhibit 3.1 of @@mpany's Current Report on Form 8-K, filed whi SEC on March 4, 2011.

(3) Incorporated by reference to the Company'sé&ifiReport on Form 8-K, filed with the SEC on Malfgi?011.

(4) Incorporated by reference to the Company’s €htrReport on Form 8-K, filed with the SEC on M&y 2011.

(5) Incorporated by reference to the Company’s €htrReport on Form 8-K, filed with the SEC on Juojy2011.

(6) Incorporated by reference to the Company’s €hirReport on Form 8-K, filed with the SEC on Sepier 27, 2011

(7) Incorporated by reference to the Company’s €ntrReport on Form 8-K, filed with the SEC on Oe&woB8, 2011

(8) Incorporated by reference to the Company’s €htrReport on Form 8-K, filed with the SEC on OetoBl1, 2011

(9) Incorporated by reference to the Company’s €ntrReport on Form 8-K, filed with the SEC on Debemv7, 2011

(10) Incorporated by reference to the Company’s&urReport on Form 8-K, filed with the SEC on Jamyul3, 2012

(11) Incorporated by reference to the Company’s&urReport on Form 8-K, filed with the SEC on Mafg 2012

(12) Incorporated by reference to the Company’s&@urReport on Form 8-K, filed with the SEC on Maf®, 2012

(13) Incorporated by reference to the Company’s&@urReport on Form 8-K, filed with the SEC on A@23, 2012

(14) Incorporated by reference to the Company’si®egion Statement on Form S-1/A, filed with theGon July 2, 2012

(15) Incorporated by reference to the Company'sé&u Report on Form 8-K, filed with the SEC onyJa) 2012

(16) Incorporated by reference to the Comy's Current Report on Forn-K filed with the SEC on September 24, 2(



(17) Incorporated by reference to the Company’si®egdion Statement on Form S-1/A, filed with tHeGon September 28, 2012

(18) Incorporated by reference to the Company’si®Region Statement on Form S-1/A, filed with tHeGon January 31, 2013

101.INS**

101.SCH**
101.CAL**
101.DEF**
101.LAB**

101.PRE**

K%k

XBRL Instance

XBRL Taxonomy Extension Scheme

XBRL Taxonomy Extension Calculation

XBRL Taxonomy Extension Definition

XBRL Taxonomy Extension Labels

XBRL Taxonomy Extension Presentatior

In accordance with Rule 406T of Regulation -T, the XBRL related information in Exhibit 101 to this Annual Report
on Form 10-K for the year ended December 31, 2018all not be deemed to be “filed"for purposes of Section 18 of th
Exchange Act, or otherwise subject to the liabilityof that section, and shall not be incorporated byeference into any

registration statement or other document filed undethe Securities Act of 1933, as amended, or the Elxange Act,
except as shall be expressly set forth by specifieference in such filing.
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FACTORING AND SECURITY AGREEMENT

THIS FACTORING AND SECURITY AGREEMENT is made asMfrch 22, 2013 by and betweBioZone Laboratories, Inc.,a
California corporation (“Seller”) anMidland American Capital Corporation, a Nevada corporation (“Purchaser”).

1. Definitions and Index to Definitions. The following terms used herein shall have tiikowing meaning. All capitalized terms not
herein defined shall have the meaning set forthenUCC:

1.1. “Acceptable Forums” — See Section 29.1. hereof.
1.2. “Active Account Debtor” — An Account Debtor of Seller which owes a Pursdth Account to Purchaser.
1.3. “Advance Rate” — 80%.

1.4. *Avoidance Claim” — Any claim that any payment received by Purchésavoidable under the Bankruptcy Code or angioth
debtor relief statute.

1.5. “Base Fee$ — The Initial Fee and the Factoring Fee.
1.6. “Chosen State- Nevada.

1.7. “Clearance Days’ — One business days for checks drawn on banksldedgthin the Chosen State and for electronic funds
transfers, and three business days for all othgnpats.

1.8. “Closed” — A Purchased Account is closed upon receipubtiffayment by Purchaser from a Payor or from take® (including its
being charged to the Reserve Account).

1.9. “Collateral’- All Seller’s now owned and hereafter acquired AatsuChattel Paper, Inventory, Equipment, Instruisien
Investment Property, Documents, Letter of Credgh®, Commercial Tort Claims, and General Intarggbl

1.10. “Complete Termination” — Complete Termination occurs upon satisfactibthe following conditions:
1.10.1. Payment in full of all Obligations of S#lto Purchaser;

1.10.2. If Purchaser has issued or caused teshedsguarantees, promises, or letters of credietalf of Seller, acknowledgement
from any beneficiaries thereof that Purchaser grather issuer has no outstanding direct or costimdjability therein.

1.10.3. Seller has executed and delivered to Rserta general release in the form of Exhibit B.1&tached hereto.




1.11. “Early Termination Date " — See Section 20 hereof.
1.11.1. “Early Termination Fee” — None (waived)

1.12. “Eligible Account " — An Account that is acceptable for purchaseeatsmined by Purchaser in the exercise of its regde sole
credit or business judgment.

1.13. “Events of Default” — See Section 17.3.

1.14. “Existing Equipment Liens” — The liens and security interests described initixih.14 hereto.

1.15. “Expedited Funding Fe€’ — $35.00.

1.16. “Exposed Payment$ — Payments received by Purchaser from or foratmount of a Payor that has become subject to a
bankruptcy proceeding, to the extent such payndetsed the Payor's deposit account within ninetysdof the commencement of said

bankruptcy case.

1.17. “Face Amount” — The face amount due on an Account at the tiffaucchase, less Purchaser’s estimate of adjustntieat will
be taken by Account Debtor including but not lirdite adjustments for returns and stocking fees.

1.18. “Factoring Fee” —The Factoring Fee Percentage multiplied by the Paweunt of a Purchased Account, for each Factdrieg
Period or portion thereof, that any portion theneohains unpaid, computed from the end of thedhiee Period to and including the date on
which a Purchased Account is Closed.

1.19. “Factoring Fee Percentagé — 0.833%.

1.20. “Factoring Fee Period’ — 10 days.

1.21. “Future Equipment Lien” — Any lien created on or after the date hereof quifiment hereafter acquired by Seller.

1.22. “Initial Fee” — 2.500% of the Face Amount.

1.23. “Initial Fee Period” — 30 days from the Purchase Date.

1.24. “Insolvency Date” — The date on which an Account Debtor becomesiVest.

1.25. “Insolvent” — An Account Debtor has become Insolvent if itbmes the subject of a bankruptcy proceeding) attadr relevant
times an Account Debtor is not Insolvent.

1.26. “Invoice ” — The document that evidences or is intendedsidemce an Account. Where the context so requiedsrence to an
Invoice shall be deemed to refer to the Accountlicch it relates.




1.27. “Late Charge” — 0.25% per day.

1.28. “Late Payment Date” — seventy-five days from the date on which a Rased Account was Purchased.

1.29. “Maximum Amount " — $1,500,000.

1.30. “Minimum Advance Amount ” — $1,000.

1.31. “Minimum Funding Fee " — $125.

1.32. “Misdirected Payment Fe€' — 15% of the amount of any payment (but in no eventieas $1,000) on account of a Purchased
Account (and, after the occurrence of an Eventefablt, payments on accounts of any Account) whia been received by Seller and not
delivered in kind to Purchaser on or before twaress days following the date of receipt by Seter30% of the amount of any such
payment which has been received by Seller as & ifsany action taken by Seller to cause such patrto be made to Seller.

1.33. “Missing Notation Fee” — 15% of the Face Amount.

1.34. “Obligations ” — All present and future obligations owing by I8eko Purchaser whether arising hereunder or wiker and
whether arising before, during or after the commeement of any bankruptcy case in which Seller isshtbr.

1.35. “Parties " — Seller and Purchaser.

1.36. “Payor” — An Account Debtor or other obligor on an Accouor entity making payment thereon for the accafrguch party.
1.37. “Permitted Liens” — Liens and security interests held by Lender sliend security interests held by Subordinating i@es] the
Existing Equipment Liens, any Future Equipment kianthorized by Purchaser pursuant to Sectiorh&r2of, and liens securing the claims

or demands of materialmen, mechanics, carriersslwaaursemen, and other like persons not yet due.
1.38. “Purchase Daté’ — The date on which Seller has been advised itingrthat Purchaser has agreed to purchase anutco
1.39. “Purchase Price’ — The Face Amount of a Purchased Account leséritial Fee.
1.40. “Purchased Accounts — Accounts purchased hereunder which have nat Bdesed.

1.41. “Repurchased’ — An Account has been repurchased when Sellephgsto Purchaser the then unpaid Face Amount.

1.42. “Repurchased Account’ — See Section 7.1.2. hereof.




1.43. "Required Reserve Amount’ — The Reserve Percentage multiplied by the unpaldnce of Purchased Accounts

1.44. “Reserve Account — A bookkeeping account on the books of the Pasehn representing the portion of the Purchase Rttiogh
has not been paid by Purchaser to Seller, mairddigd?urchaser to ensure Seller’s performance tétprovisions hereof.

1.45. “Reserve Percentagé— 20%.
1.46. “Reserve Shortfall” — The amount by which the Reserve Account is thas the Required Reserve Amount.

1.47. “Schedule of Accounts$ — A form supplied by Purchaser from time to timkerein Seller lists such of its Accounts as ituesfs
that Purchaser purchase under the terms of thisehgent.

1.48. “Subordinating Creditors” -
1.49. “Term " — A one year period, computed from the date hlereo

1.50. “Termination Date " — The earlier of (i) the Early Termination Date,(ii) the end of the last Term which was notdeled by an
extension or renewal under Section 20. hereof.

1.51. “UCC " — The Uniform Commercial Code as adopted in thes&n State.

2. Sale; Purchase Price; Billing

2.1. Assignment and Sale.

2.1.1. Seller shall offer to sell to Purchasealasolute owner, with full recourse, such of Sefléktcounts as are listed from time to
time on Schedules of Accounts.

2.1.2. Upon purchase, Purchaser will assume sheofinon-payment on Purchased Accounts, so lorf) #ee cause of nopaymen
is solelydue to an Account Debtor becoming Insolvent, aiydi@ Account Debtor is not an Affiliate of Seller

2.1.3. Each Schedule of Accounts shall be accoiegdry such documentation supporting and evidenttinghccount, as Purchaser
shall from time to time request.

2.1.4. Purchaser may, but need not purchase fallarSuch Accounts as Purchaser determines tdigi®lE Accounts.

2.1.5. Purchaser does not intend to purchase anguht which will cause the unpaid balance of Pasel Accounts to exceed the
Maximum Amount .




2.1.6. Purchaser shall pay the Purchase Pria@myPurchased Account, less any amounts due th&secfrom Seller, within one
business day of the Purchase Date, whereupon tbeufits shall be deemed purchased hereunder. bvém that Seller requests paymer
the Purchase Price on the Purchase Date, Selléiraheediately pay the Expedited Funding Fee tocRaser.

2.1.7. Notwithstanding anything to the contrarptained herein, Purchaser shall not make any patytae$eller in an amount less
than the Minimum Advance Amount, except upon tripiest of Seller, whereupon Seller shall pay theifdiim Funding Fee to Purchaser.

2.2. Billing . Purchaser may send a monthly statement to gtirBatemizing their account activity during theepeding billing
period. All Payors will be instructed to make pagnts to Purchaser.

3. Reserve Account

3.1. Seller shall pay to Purchaser on demandrttmuat of any Reserve Shortfall.

3.2. Purchaser shall, from time to time, pay tbe$@ny amount by which the Reserve Account exselkd Required Reserve Amount,
but in no event less frequently than weekly, exegpin termination of this Agreement or upon the occurence of any Event of Default,
whether or not cured or waived, in which case theréquency of paying to Seller the difference betweethe Reserve Account and the
Required Reserve Amount shall be at the discretionf Purchaser.

3.3. Purchaser may charge the Reserve AccountamittObligation.

3.4. Purchaser may pay any amounts due Selleunigee by a credit to the Reserve Account.

3.5. On the Insolvency Date, Purchaser shall ttediReserve Account with the unpaid Purchase=Rifi@ Purchased Account (other
than a Repurchased Account) owed by an Insolveobiuat Debtor.

3.6. Purchaser shall purchase from Seller any Rbpsed Account on the Insolvency Date.
3.7. Concurrently with Complete Terminationy¢haser shall pay to Seller the amounts remaimirtge Reserve Account, if any.

4. Exposed Payments.

4.1. With respect to Purchased Accounts repurchpsesuant to Section 7.1.1., upon terminatiorhisf Agreement Seller shall pay to
Purchaser (or Purchaser may retain), to hold iarasegregated non-interest bearing account the mnod@ll Exposed Payments (the
“Preference Reserve”).




4.2. Purchaser may charge the Preference Resétvéher amount of any Exposed Payments that Puechpss/s to the bankruptcy estate
of the Payor that made the Exposed Payment, oruatob a claim asserted under Section 547 of thekBgotcy Code.

4.3. Purchaser shall refund to Seller from timérte that balance of the Preference Reserve fichndnclaim under Section 547 of the
Bankruptcy Code can no longer be asserted duestpabsage of the statute of limitations, settlemathtthe bankruptcy estate of the Payc
otherwise.

5. Authorization for Purchases.

5.1. Subject to the terms and conditions of thggement, Purchaser is authorized to purchase Atsopon telephonic, facsimile or
other instructions received from anyone purportm@e an officer, employee or representative ofegel

6. Fees and Expenses Seller shall pay to Purchaser:

6.1. Factoring Fee. The Factoring Fee on the date on which a PuethAscount is Closed.

6.2. Misdirected Payment Fee Any Misdirected Payment Fee immediately upordsrual. It is recognized that the costs imposed
upon Purchaser by the Selkdction or inaction resulting in the impositiontlois fee are difficult to ascertain, and this fepresents the goc
faith effort to compensate Purchaser without impgsipon the parties the expensive burden of litigathat cost, and is the agreed liquidated
damages with result therefrom.

6.3. Missing Notation Fee. The Missing Notation Fee on any Invoice thegdst by Seller to a Payor that does not contaimdhiee as
required by Section 12.3. hereof. It is recognittedt the costs imposed upon Purchaser by therSedigtion or inaction resulting in the
imposition of this fee are difficult to ascertaimd this fee represents the good faith effort topensate Purchaser without imposing upon the
parties the expensive burden of litigating thatcasd is the agreed liquidated damages with réisefefrom.

6.4. Early Termination Fee. In the event that Seller elects to terminate Agjeeement other than pursuant to Section 20. #ryE
Termination Fee.

6.5. Late Charge. The Late Charge, on demand, on all past due atea@ue from Seller to Purchaser hereunder.

6.6. Out-of-pocket Expenses The out-of-pocket expenses directly incurredPychaser in the administration of this Agreemeichs
as wire transfer fees, postage and audit feederS#lall not be required to pay for more than awdits per twelve-month period. Prior to an
Event of Default, the maximum charge per auditlsiat exceed $350; after an Event of Default thecimam charge per audit shall not
exceed $3750.




7. Repurchase Of Accounts.

7.1. Purchaser may require that Seller repurchigspayment of the then unpaid Face Amount thetagdther with any unpaid fees
relating to the Purchased Account on demand asvisll

7.1.1. Notwithstanding Insolvency. Notwithstanding an Account Debtor becoming Imeat:
(a) Any Purchased Account:

(i) The payment of which has been disputed by tygoPobligated thereon, Purchaser being under figation to determin
the bona fides of such dispute;

(ii) For which Seller has breached any warrantgetgorth in the Section 14.4.
(b) Purchased Accounts upon the occurrence ofventtof Default, or upon the termination date a$ thgreement.

7.1.2. Absent Insolvency of an Account Debtor. If an Account Debtor has not become Insolvenboprior to the Late Payment
Date, any Purchased Account which remains unpajidrizbthe Late Payment Date (“Repurchased Account”).

7.1.3. Purchase of Repurchased Account Purchaser shall purchase from Seller any RepsezhAccount on the Insolvency Dz

8. Security Interest.

8.1. As collateral securing the Obligations, Sajlents to Purchaser a continuing first prioriggrity interest in the Collateral, provid
however, that Purchaser acknowledges that itsWifibe subordinate to any Existing Equipment Lien.

8.2. Seller may request that Purchaser consehetoreation of a Future Equipment Lien for theposes of financing or refinancing the
purchase of a piece of Equipment, and such coisbetitnot be unreasonably withheld by Purchaser.

8.3. Notwithstanding the creation of this securitigrest, the relationship of the parties shaliitz of Purchaser and Seller of accounts,
and not that of lender and borrower.

9. Clearance Days
9.1. For all purposes under this Agreement, Cleggd@ays will be added to the date on which Pueth@seives any payment.

10. Authorization to Purchaser .

10.1. Seller irrevocably authorizes Purchaseredes expense, to exercise at any time any ofdhewing powers until all of the
Obligations have been paid in full:




10.1.1. Receive, take, endorse, assign, delieeep and deposit, in the name of Purchaser oet$Selloceeds of any Collateral;

10.1.2. Take or bring, in the name of Purchas&sller, all steps, actions, suits or proceediregswked by Purchaser necessary or
desirable to effect collection of or other reali@atupon Purchaser’'s Accounts;

10.1.3. With respect to any of the following edistted or issued for the benefit of Seller, eitimelividually or as a member of a
class or group, file any claim under (i) any bomdiy under any trust fund.

10.1.4. Pay any sums necessary to dischargeempiiencumbrance which is senior to Purchasecisrgg interest in any assets of
Seller, which sums shall be included as Obligatiser®under, and in connection with which sums thie ICharge shall accrue and shall be
due and payable;

10.1.5. File in the name of Seller or Purchaserath:

(a) Mechanics lien or related notices, or

(b) Claims under any payment bond, in connectigh goods or services sold by Seller in connectigth the improvement of
realty;

10.1.6. Notify any Payor obligated with respecatry Account, that the underlying Account has bessigned to Purchaser by Seller
and that payment thereof is to be made to the afdand directly and solely to Purchaser;

10.1.7. Communicate directly with Seller’'s Paytrserify the amount and validity of any Accoungated by Seller.
10.1.8. After an Event of Default:
(a) Change the address for delivery of mail tacRaser and to receive and open mail addressedlér;Se
(b) Extend the time of payment of, compromiseaitis for cash, credit, return of merchandise, @poh any terms or
conditions, any and all Accounts and dischargestgaise any Account Debtor or other obligor (inahgdiiling of any public record releasing
any lien granted to Seller by such Account Debtwithout affecting any of the Obligations;

10.1.9. File any initial financing statements angdendments thereto that:

(a) Indicate the collateral as all assets of théeSor words of similar effect, regardless of Wtex any particular asset
comprised in the collateral falls within the scapéArticle 9 of the UCC, or as being of an equalesser scope or with greater detail;




(b) Contain any other information required by fadf Article 9 of the UCC for the sufficiency dlifig office acceptance of ar
financing statement or amendment, including (i) tekethe Seller is an organization, the type ofaigation, and any organization
identification number issued to the Seller and,iiithe case of a financing statement filed agtarke filing or indicating collateral as as-
extracted collateral or timber to be cut, a sudfitidescription of real property to which the calial relates; and

(c) Contain a notification that the Seller hasnged a negative pledge to the Purchaser, and nlysgubsequent lienor may be
tortuously interfering with Purchaser’s rights;

10.1.10. Advise third parties that any notificatiaf Seller’'s Account Debtors will interfere withuRzhaser’s collection rights.

10.1.11. File any Correction Statement in the nafrfgeller under Section 9-518 of the UCC that Raser reasonably deems
necessary to preserve its rights hereunder.

10.2. Seller authorizes Purchaser to accept, eadord deposit on behalf of Seller any checks teddsy an Account Debtor “in full
payment” of its obligation to Seller. Seller shadit assert against Purchaser any claim arisingftoen, irrespective of whether such action
by Purchaser effects an accord and satisfacti@eltér’'s claims, under Section 3-311 of the UCCothierwise.

11. ACH Authorization .

11.1. In order to satisfy any of the Obligatiofs]ler authorizes Purchaser to initiate electraeioit or credit entries through the ACH
system to any deposit account maintained by Seller.

12. Covenants By Seller.

12.1. After written notice by Purchaser to Selserd automatically, without notice, after an EvehbDefault, Seller shall not (a) grant e
extension of time for payment of any of its Accayr{b) compromise or settle any of its Accountddss than the full amount thereof, (c)
release in whole or in part any Payor, or (d) geanyt credits, discounts, allowances, deductionisrmeauthorizations or the like with respect
to any of the Accounts.

12.2. From time to time as requested by Purchasénge sole expense of Seller, Purchaser or gigidee shall have access, during
reasonable business hours if prior to an Eventefalit and at any time if on or after an Event efdult, to all premises where Collateral is
located for the purposes of inspecting (and renmviimafter the occurrence of an Event of Defaalty of the Collateral, including Seller's
books and records, and Seller shall permit Purctases designee to make copies of such bookgarwrds or extracts therefrom as
Purchaser may request. Without expense to Punciwehaser may use any of Seller's personnelpewnt, including computer
equipment, programs, printed output and computetable media, supplies and premises for the calecof Accounts and realization on
other Collateral as Purchaser, in its sole disznetieems appropriate. Seller hereby irrevocallyaizes all accountants and third parties to
disclose and deliver to Purchaser at Seller's espatfi financial information, books and recordsrkvoapers, management reports and other
information in their possession relating to Seller.




12.3. Before sending any Invoice to an AccounttbelSeller shall mark same with such notice ofgasrent as Purchaser may require.

12.4. Seller shall pay when due all payroll arfttotaxes, and shall provide proof thereof to Pasehin such form as Purchaser shall
reasonably require.

12.5. Seller shall not create, incur, assume onjeéo exist any lien, other than Permitted Liemgon or with respect to any assets in
which Purchaser now or hereafter holds a securtgrést.

12.6. Notwithstanding Seller’'s obligation to pag tMisdirected Payment Fee, Seller shall pay telger on the next banking day
following the date of receipt by Seller the amooft

12.6.1. Any payment on account of a Purchased éwco
12.6.2. After the occurrence of an Event of Ddfaary payment on account of any Account.
12.7. Avoidance Claims.

12.7.1. Seller shall indemnify Purchaser from s arising out of the assertion of any Avoida@tam other than such claims tl
relate to Purchased Accounts that are owed by @ouxt Debtor which was Insolvent at the time thgjestt payment was received by
Purchaser, and shall pay to Purchaser on demaradtbent thereof.

12.7.2. Seller shall notify Purchaser within twesimess days of it becoming aware of the asseofiam Avoidance Claim.

12.7.3. This provision shall survive terminatidrttds Agreement.

13. Account Disputes.

13.1. Seller shall notify Purchaser promptly of aifirequested by Purchaser, will settle all disgiconcerning any Purchased Account,
at Seller’'s sole cost and expense. Purchaserbuoéys not required to, attempt to settle, compsanor litigate (collectively, “Resolve”) the
dispute upon such terms, as Purchaser in its ssdeation deem advisable, for Seller's accountrigidand at Selles sole expense. Upon |
occurrence of an Event of Default Purchaser mayResuch issues with respect to any Account degel
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14. Representation and Warranties. Seller represents and warrants at the timeeoéxecution of this Agreement, and at each Purchase
Date that:

14.1. Itis fully authorized to enter into this regment and to perform hereunder;
14.2. This Agreement constitutes its legal, vald binding obligation; and

14.3. Seller’s assets are presently worth mone the sum of its debts, excluding debts owed too&libating Creditors, and Seller is
able to pay its debts as they become due.

14.4. Seller is in good standing in the jurisdintof its organization.
14.5. The Purchased Accounts are and will remain:

14.5.1. Bona fide existing obligations createdhs sale and delivery of goods or the renditiose¥ices in the ordinary course of
Seller's business;

14.5.2. To the best of Seller’'s knowledge, unctodially owed and will be paid to Purchaser withdafenses, disputes, offsets,
counterclaims, or rights of return or cancellatiotiher than Accounts owed by an Account Debtor Wiias Insolvent.

14.5.3. Not the obligation or purported obligatafrany entity that is affiliated with Seller or &amy way is not at “arms length” from
the Seller.

14.6. Seller has not received notice or othentdaened of actual or imminent bankruptcy, insolwerar material impairment of the
financial condition of any applicable Account Debitegarding Purchased Accounts.

15. Indemnification .

15.1. Seller agrees to indemnify Purchaser agaimdtsave Purchaser harmless from any and all manhsaits, claims, liabilities,
demands and expenses (including reasonable atgirfieeyp and collection costs) resulting from osiaig out of this Agreement, and resulting
from or arising out of acts or omissions by Setleany Account Debtor, whether directly or inditgcincluding the transactions or
relationships contemplated hereby (including thieement of this Agreement), and any failure bife8¢o perform or observe its
obligations under this Agreement.

16. Disclaimer of Liability .

16.1. In no event will Purchaser be liable to &dibr any lost profits, lost savings or other angential, incidental or special damages
resulting from or arising out of or in connectioitiwthis agreement, the transactions or relatigggshontemplated hereby or purchaser’s
performance or failure to perform hereunder, evguichaser has been advised of the possibilisuch damages.
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17. Default.

17.1. Events of Default. The following events will constitute an Eventl2éfault hereunder: (a) Seller defaults in the pagtof any
Obligations or in the performance of any provisimneof or of any other agreement now or hereaft@red into with Purchaser, or any
warranty or representation contained herein préwde false in any way, howsoever minor, (b) Salteany guarantor of the Obligations
becomes subject to any debtor-relief proceedirdsar(y such guarantor fails to perform or obsemyeat such Guarantor’s obligations to
Purchaser or shall notify Purchaser of its intemtmrescind, modify, terminate or revoke any gograf the Obligations, or any such
guaranty shall cease to be in full force and effectiny reason whatever, (d) Purchaser for angoman good faith, deems itself insecure
with respect to the prospect of repayment or paréorce of the Obligations.

17.2. Waiver of Notice. PURCHASER'’S FAILURE TO CHARGE OR ACCRUE INTERE®R FEES AT ANY “DEFAULT” OR
“PAST DUE” RATE SHALL NOT BE DEEMED A WAIVER BY PURHASER OF ITS CLAIM THERETO.

17.3. Effect of Default .

17.3.1. Upon the occurrence of any Event of Défamiladdition to any rights Purchaser has undisrAlgreement or applicable law,
Purchaser may do either or both of (i) demand @mse of all Purchased Accounts or any portioretifeii) immediately terminate this
Agreement. In addition, upon an Event of DefalllOdbligations shall immediately become due andatg without notice.

17.3.2. The Late Charge shall accrue and is payabldemand on any Obligation not paid when due.

18. Account Stated.

18.1. Purchaser shall render to Seller a statesattihg forth the transactions arising hereundgach statement shall be considered
correct and binding upon Seller as an accountdstatecept to the extent that Purchaser receivebinagixty days after the mailing of such
statement, written notice from Seller of any speakceptions by Seller to that statement, and themall be binding against Seller as to any
items to which it has not objected.

19. Amendment and Waiver.

19.1. Only a writing signed by all parties heratay amend this Agreement. No failure or delayx@reising any right hereunder shall
impair any such right that Purchaser may haveshal any waiver by Purchaser hereunder be deemedvar of any default or breach
subsequently occurring. Purchaser’s rights and desseherein are cumulative and not exclusive oheshber or of any rights or remedies that
Purchaser would otherwise have.
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20. Termination; Effective Date .

20.1. This Agreement will be effective on the dafs signed by the Parties, shall continue fa Term, and shall be automatically
extended for successive Terms. Seller may termithéd Agreement by delivering a notice to Purchatating (i) that seller intends to
terminate this Agreement and (ii) the date suchitesition shall be effective, such date not to bieathan sixty days following the date of
such notice. Notwithstanding anything to the camytr Seller’s notice hereunder shall not be eféectintil and unless Seller has repaid all of
the Obligations and otherwise satisfied the reaquénets for a Complete Termination. Purchaser mayitexte this Agreement at any time a
an Event of Default by giving written notice to el Purchaser may also terminate this Agreemgigiving written notice to Seller at least
sixty days prior to the end of the Term in whicseaipon expiration of the Term, Purchaser shaieparchasing Accounts, and upon
Complete Termination but not earlier, this Agreetradrall terminate.

21. No Lien Termination without Release.

21.1. Inrecognition of the Purchaser’s right &avé its attorneys’ fees and other expenses incimrednnection with this Agreement
secured by the Collateral, notwithstanding payniefill of all Obligations by Seller, Purchaser Bimot be required to record any
terminations or satisfactions of any of Purchasiétss on the Collateral unless and until Complegemination has occurred. Seller
understands that this provision constitutes a wait@s rights under Section 9-513 of the UCC.

22. Conflict .

22.1. Unless otherwise expressly stated in angragreement between Purchaser and Seller, ifftiat@xists between the provisions
this Agreement and the provisions of such otheeagent, the provisions of this Agreement shall rmbnt

23. Severability .

23.1. Inthe event any one or more of the prowmsicontained in this Agreement is held to be imaliegal or unenforceable in any
respect, then such provision shall be ineffectinly ¢o the extent of such prohibition or invalidignd the validity, legality, and enforceability
of the remaining provisions contained herein shallin any way be affected or impaired thereby.

24. Relationship of Parties.

24.1. The relationship of the parties hereto dhalihat of Seller and Purchaser of Accounts, amdiaser shall not be a fiduciary of the
Seller, although Seller may be a fiduciary of thedPaser.
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25. Attorneys’ Fees. Seller agrees to reimburse Purchaser on denaend f
25.1. The actual amount of all costs and expefselsiding attorneys’ fees, which Purchaser haarired or may incur in:

25.1.1. Regards to any dispute with Purchasefcaount Debtor a person guaranteeing this Agreemeahy of their respective
agents, representatives, subcontractors, emplayesficers;

25.1.2. Protecting, preserving or enforcing aew lisecurity or other right granted by Seller tocRaser or arising under applicable
law, whether or not suit is brought, including bot limited to the defense of any Avoidance Claomshe defense of Purchaselien priority:

25.2. The actual costs, including photocopyingi¢ihif performed by Purchaser’'s employees, stalibthe rate of $.10/page), travel,
and attorneys’ fees and expenses incurred in cantplyith any subpoena or other legal process inveaty relating to Seller. This provision
shall survive termination of this Agreement.

25.3. The actual amount of all costs and expemsesding attorneys’ fees, which Purchaser mayiino enforcing this Agreement and
any documents prepared in connection herewitln oohnection with any federal or state insolven@cpeding commenced by or against
Seller, including those (i) arising out the autoimatay, (ii) seeking dismissal or conversion @& tankruptcy proceeding or (ii) opposing
confirmation of Seller’s plan there under.

26. Entire Agreement.

26.1. No promises of any kind have been made bgtaser or any third party to induce Seller to exethis Agreement. No course of
dealing, course of performance or trade usagenamghrole evidence of any nature, shall be ussdpplement or modify any terms of this
Agreement.

27. Choice of Law.

27.1. This Agreement and all transactions contatedlhereunder and/or evidenced hereby shall berges by, construed under, and
enforced in accordance with the internal laws ef@hosen State.

28. Jury Trial Waiver .

28.1. IN RECOGNITION OF THE HIGHER COSTS AND DELAY WHICH MAY RESULT FROM A JURY TRIAL, THE
PARTIES HERETO WAIVE ANY RIGHT TO TRIAL BY JURY OF ANY CLAIM, DEMAND, ACTION OR CAUSE OF ACTION
(A) ARISING HEREUNDER, OR (B) IN ANY WAY CONNECTED WITH OR RELATED OR INCIDENTAL TO THE DEALINGS
OF THE PARTIES HERETO OR ANY OF THEM WITH RESPECT H ERETO, IN EACH CASE WHETHER NOW EXISTING OR
HEREAFTER ARISING, AND WHETHER SOUNDING IN CONTRACT OR TORT OR OTHERWISE; AND EACH PARTY
FURTHER WAIVES ANY RIGHT TO CONSOLIDATE ANY SUCH AC TION IN WHICH A JURY TRIAL HAS BEEN WAIVED
WITH ANY OTHER ACTION IN WHICH A JURY TRIAL CANNOT  BE OR HAS NOT BEEN WAIVED; AND EACH PARTY
HEREBY AGREES AND CONSENTS THAT ANY SUCH CLAIM, DEM AND, ACTION OR CAUSE OF ACTION SHALL BE
DECIDED BY COURT TRIAL WITHOUT A JURY, AND THAT ANY PARTY HERETO MAY FILE AN ORIGINAL
COUNTERPART OR A COPY OF THIS SECTION WITH ANY COUR T AS WRITTEN EVIDENCE OF THE CONSENT OF THE
PARTIES HERETO TO THE WAIVER OF THEIR RIGHT TO TRIA L BY JURY.
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29. Venue; Jurisdiction .

29.1. Any suit, action or proceeding arising hedar, or the interpretation, performance or brdsateof, shall, if Purchaser so elects, be
instituted in any court sitting in the Chosen Statehe city in which Purchaser’s chief executbffice is located, or if none, any court sitting
in the Chosen State, or alternatively, if Purchaseelects, any court in which Seller’s chief exauoffice is located, or if none, any court
sitting in the state in which Seller’s chief exeeatoffice is located (the “Acceptable Forums”)ellSr agrees that the Acceptable Forums are
convenient to it, and submits to the jurisdictidritee Acceptable Forums and waives any and alladigjes to jurisdiction or venue. Should
such proceeding be initiated in any other forunlieBavaives any right to oppose any motion or aggilbn made by Purchaser to transfer
proceeding to an Acceptable Forum.

30. Time of the Essence

30.1. Itis agreed that time is of the essen@dlimatters herein.

31. Service of Process

31.1. Seller agrees that Purchaser may effeciceeo¥ process upon Seller by regular mail at thdress set forth herein or at such other
address as may be reflected in the records of Bsechor at the option of Purchaser by service ®ler's agent for the service of process.

32. Assignment

32.1. Purchaser may assign its rights and delégad@ties hereunder. Upon such assignment, Skl be deemed to have attorned to
such assignee and shall owe the same obligaticgisctoassignee and shall accept performance herebpduch assignee as if such assignee
were Purchaser.
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33. Counterparts .

33.1. This Agreement may be signed in any numbeownterparts, each of which shall be an origingth the same effect as if all
signatures were upon the same instrument. Deliokan executed counterpart of the signature pageis Agreement by facsimile shall be
effective as delivery of a manually executed cop#e of this Agreement, and any party deliveringtsan executed counterpart of the
signature page to this Agreement by facsimile pa@her party shall thereafter also promptly deli@enanually executed counterpart of this
Agreement to such other party, provided that tlilarato deliver such manually executed counterphall not affect the validity,
enforceability, or binding effect of this Agreement

34. Notice.

34.1. All notices required to be given to any pather than Purchaser shall be deemed given upofirst to occur of (i) deposit thereof
in a receptacle under the control of the UnitedeSt®ostal Service, (ii) transmittal by electramieans to a receiver under the control of such
party, or (iii) actual receipt by such party oremployee or agent of such party. All notices tiocRaser shall be deemed given upon actual
receipt by a responsible officer of Purchaser.

34.2. For the purposes hereof, notices hereurddirtse sent to the following addresses, or to sithkr addresses as each such party
may in writing hereafter indicate:

SELLER

Address: 580 Garcia Avenu

Pittsburg, CA 94565
Officer: Elliot Maza, Chief Executive Officer
Email address emaza@biozonelabs.cc

PURCHASER

Address: 90 Merrick Avenue

East Meadow, NY 11554
Officer: Dan Demonte, Vice President

Email address dan.demonte@midlandamericancapital.c

IN WITNESS WHEREOF, the Parties have executedabieement on the day and year first above written.

SELLER: BioZone Laboratories, Inc.

By:
Elliot Maza
Chief Executive Office

PURCHASER: Midland American Capital Corporation

By:
Tracey Turzinsk
Executive Vice Presidel
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EXHIBIT 1.10.3.

GENERAL RELEASE

FOR GOOD AND VALUABLE CONSIDERATION, the receipt dradequacy of which are hereby acknowledged, thensigned and each
of them (collectively “Releasor”) hereby forevele@ses, discharges and acgMidland American Capital Corporation (“Releasee”), its
parent, directors, shareholders, agents and emgdopé and from any and all claims of every typegdknature, description or character, and
irrespective of how, why, or by reason of what $agthether heretofore existing, now existing oelader arising, or which could, might, or
may be claimed to exist, of whatever kind or nawleether known or unknown, suspected or unsuspeliq@éjated or unliquidated, each as
though fully set forth herein at length, to theemttthat they arise out of or are in way connetteat are related to that certain Factoring and
Security Agreement dated March , 2013.

Releasor agrees that the matters released heeenotlimited to matters which are known or diselhsand the Releasor waives any
and all rights and benefits which it now has, othia future may have.

Releasor acknowledges that factual matters nowawhkrio it may have given or may hereafter give tis€laims which are
presently unknown, unanticipated and unsuspectetlitacknowledges that this Release has beeniatgpbaind agreed upon in light of that
realization and that it nevertheless hereby inteadslease, discharge and acquit the Releaseedngmsuch unknown Claims.

Acceptance of this Release shall not be deemedrstimed as an admission of liability by any paetgased.

In the event of any litigation arising out of ofated to this Release, the prevailing party stesdbwer its reasonable attorney’s fees
and expenses from the unsuccessful party. It begtiresumed (subject to rebuttal only by the dhiimion of competent evidence to the
contrary) that the amount recoverable is the ambilied to the prevailing party by its counsel ahdt such amount will be reasonable if
based on the billing rates charged to the pregjiarty by its counsel in similar matters.

Releasor acknowledges that either (a) it has hait@df counsel of its own choosing in negotiatiborsand the preparation of this
release, or (b) it has knowingly determined thahsadvice is not needed.

DATED: BioZone Laboratories, Int

CONTRACT EXHIBIT

By:
Printed Name
Title: Chief Executive Office
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WIRE AND ACH TRANSFER AUTHORIZATION

MIDLAND AMERICAN CAPITAL CORPORATION is hereby authrized to transfer money via wire or automatedrahgghouse
transmission into the account specified belowedBe fill-in information requested.)

BANK:
ADDRESS:

CITY, STATE, ZIP:
ROUTING (ABA) NO.:

ACCOUNT NO.:

BioZone Laboratories, Inc.

By: Date:
Elliot Maza
Chief Executive Office
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EXHIBIT 1.14

EXISTING EQUIPMENT LIENS

1. UCC-1 filed on May 13, 2008, with tGalifornia Secretary of State as Filing Number @8745660, and any assignments,
amendments and continuations thereof.

2. UCC-1 filed on June 24, 2008, with @edifornia Secretary of State as Filing Number D&7745292, and any assignments,
amendments and continuations thereof.

3. UCC-1 filed on May 28, 2010, with tGalifornia Secretary of State as Filing Number 138209269, and any assignments,
amendments and continuations thereof.

4, UCC-1 filed on July 14, 2010, with Balifornia Secretary of State as Filing Number23%8295441, and any assignments,
amendments and continuations thereof.

5. UCC-1 filed on July 20, 2010, with Balifornia Secretary of State as Filing Number238740183, and any assignments,
amendments and continuations thereof.

6. UCC-1 filed on December 27, 2010, with California Secretary of State as Filing Numb@r255646834, and any assignments,
amendments and continuations thereof.

7. UCC-1 filed on February 9, 2011, wttle California Secretary of State as Filing Numb®r260162935, and any assignments,
amendments and continuations thereof.

8. UCC-1 filed on February 27, 2013, vilik California Secretary of State as Filing Numb&r349925629, and any assignments,
amendments and continuations thereof.

9. UCC-1 filed on March 1, 2013, with tBalifornia Secretary of State as Filing Number331306301, and any assignments,
amendments and continuations thereof.
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PURCHASE MONEY FINANCING RIDER

This PURCHASE MONEY FINANCING RIDER (“Rider”) is ded as of March , 2013 between BioZone Labdesplnc., a
California corporation (“Debtor”) and Midland Amean Capital Corporation, a Nevada corporation ((Bed Party”).

RECITAL

A. Debtor and Secured Party are partighe Factoring Agreement pursuant to which SecBaatly purchases accounts from
Debtor.

B. Debtor may, from time to time, requisancing hereunder from Secured Party to enalkelet@ to acquire Raw Materials
from Suppliers for manufacturing Pre-Sold Goodsstle to Buyers which have provided to Debtor pasehorders or other confirmation.

C. In connection therewith, Debtor maguest that Secured Party either (1) cause Issussue Letters of Credit to Suppliers,
or (2) tender payments directly to Suppliers fomRdaterials, in accordance with the terms and dionl herein.

NOW, THEREFORE, in consideration of the premises], iatending to be legally bound hereby, the Pattiereby agree as follows:
AGREEMENT
1. Certain Definitions and Index to Definitions. Unless otherwise defined herein, any capitalizechs used herein shall have the

meanings ascribed in the Factoring Agreement.tehths used herein that are defined in the Unifoom@ercial Code shall have the
meanings ascribed thereto therein. As used hetebrfpllowing terms shall have the following maags:

1.1 “Additional Fees Advance”— Any fees incidental to a Financed Transactiorctvlaire paid by Secured Party on behalf of
Debtor, including, but not limited to, banking feesspection fees, and shipping fees.

1.2 “Advance” — A Letter of Credit Advance, Purchase Money Adew, or Additional Fees Advance.
1.3 “Buyer ” - A customer of Debtor, acceptable to SecuredyHarits sole discretion, which has agreed to pase Pre-Sold
Goods.
1.4 “Due Date” — The earliest of:
1.4.1 One-hundred days from the datendi@dvance, or
5 1.4.2 The date on which the Subject Aat@uising out of the sale of Pre-Sold Goods icpased by the Secured
arty.




15 “Eligible Purchase Order” — A binding Purchase order issued by a Buyeh&Debtor which specifies the terms,
description of the Pre-sold Goods, quantity, ancepof such order.

1.6 “Factoring Agreement” - That certain Factoring and Security Agreement betwi2ebtor and Secured Party dated ev:
nearly even herewith, as amended.

1.7 “Factoring Fees’ — The Base Fees as set forth in the Factoringeément.

1.8 “Factory Purchase Order” — A written purchase order for the Raw Materiatmied by the Debtor to the Supplier and
specifying the terms, description of the goods ntjtig and price of such factory order.

1.9 “Financed Transaction” — A transaction whereby Secured Party, upon thbtbr's request, (i) arranges for the issuance
of a Letter of Credit or (ii) makes a Purchase MoAdvance.

1.10 Financing Request Packagé — Shall include the following:
1.10.1 An Eligible Purchase Order;
1.10.2 A Purchase Order Acknowledgemssued by the Debtor to the Buyer;
1.10.3 A Factory Purchase Order issuethbyDebtor to the Supplier;
1.10.4 A Pro-forma Invoice issued by p3ier;
1.10.5 An itemization of all costs rethte the Financed Transaction, including but noitid to the cost and sale

price of the Raw Materials, Pre-Sold Goods, shig@ind insurance costs, and customs duties;

1.10.6 Identification of any freight foawder, shipping company, and instructions for adeinof the PreSold Goods t
the Buyer;
1.10.7 A fully executed Supplier Letter;
1.10.8 A fully executed Shipping Brokefgreement;
1.10.9 A fully executed Warehouse Agreeme
1.11 ‘Initial Purchase Money Fee” — The product of the Initial Purchase Money FedeRand the Purchase Money
Accommodation.
1.12 ‘Initial Purchase Money Fee Period — Thirty days from the making of a Purchase MoAegommodation.
1.13 ‘Initial Purchase Money Fee Raté — 2.95%.
1.14 ‘Issuer” — The issuer of a Letter of Credit.




1.15 ‘Letter of Credit " — A letter of credit issued in favor of a Supplie

1.15.1 To enable Debtor to acquire Ravtevials:
1.15.2 In a form acceptable to SecuretyPa
1.15.3 Requirinimter alia, as a condition of draw by the Supplier, that$upplier present an inspection certificate

by the Debtor or an independent inspection seioeptable to Secured Party that the Raw Matexiaish are the subject of the Letter of
Credit conform to a Factory Purchase Order;

1.15.4 Requiring that the shipment of Reav Materials be evidenced by a negotiable biladfng, consigned to
Secured Party.
1.16 ‘Letter of Credit Advance " — Amounts paid by Secured Party on account oétter of Credit.
1.17 ‘Pre-Sold Goods’ — Goods manufactured from Raw Materials whichthresubject of an Eligible Purchase Order.
1.18 “Pro-forma Invoice” — A written acknowledgement issued by a Suppliefficming receipt of a Factory Purchase Order

and specifying the terms, description of the Ravtévlals, quantity, and price of such order;

1.19 ‘Purchase Money Advancé — A payment by Secured Party to a Supplier oroant of the purchase price for Raw
Materials.
1.20 ‘Purchase Money Accommodatiori — either :
1.20.1 The face amount of a Letter ofd@rthat has not expired or been cancelled by $kadr; or
1.20.2 The amount of an Advance othen thaetter of Credit Advance.
1.21 ‘Purchase Money Feé — Commencing with the end of the Initial Purchdeney Fee Period, the product of the

Purchase Money Fee Rate and the Purchase Moneyniwwadation for each Purchase Money Fee Period diopdhereof that any portion
a Purchase Money Accommodation remains unpaid.

1.22 ‘Purchase Money Fee Period — Ten days.
1.23 ‘Purchase Money Fee Raté— 0.983%.
1.24 “Purchase Order Acknowledgement”— A written acknowledgement issued by the Debtdh&oBuyer confirming the

receipt by the Debtor of an Eligible Purchase Qrdpecifying the terms, description of the Pre-Satibds, quantity, and price of such order.

1.25 “Raw Materials” — Raw materials used to manufacture Pre-Sold Goods.




1.26 ‘Reserve Account’ — The account between Debtor and Secured Pariytaiaed by Secured Party under the Factoring
Agreement.

1.27 “Subject Account” — An Account, created by the sale of the goodsesvices which are the subject of an Eligible
Purchase Order, owing by the issuer of an Eligtlechase Order.

1.28 ‘Supplier " — A supplier, acceptable to Secured Party isd@ie discretion, who has agreed to sell the Rawehtds
which are the subject of a Financed Transaction.

1.29 ‘Supplier Letter " — A letter from Supplier, with all required infaration supplied, in the form attached hereto astiixh
1.28.

1.30 ‘Warehouse” — Segregated warehouse space in which Debtoeagoemaintain the Pre-Sold Goods, at a location

specified by Secured Party.

1.31 ‘Warehouse Agreement — An agreement among a warehouse, Debtor and Selarégd in form acceptable to Secu
Party, acknowledging Secured Party’s security &gein the Pre-Sold Goods and providing among dthiegs that such Pr8eld Goods sha
not be released by the warehouse without Secungg $prior written consent.

2. Incorporation into Factoring Agreement. This Rider shall be deemed a part of the Faujofgreement, the provisions of which
are incorporated herein by reference.
3. Letters of Credit . Subject to the terms and conditions of this Agreet and the Factoring Agreement:

3.1 Issuance of Letters of Credit. Secured Party may, from time to time, in its stikeretion and at Debtor's request, cause

the issuance of Letters of Credit in an amountrdateed by Secured Party.

3.2 Request for Issuance. Each request by Debtor for the issuance of Lett€redit shall be accompanied by a Financing
Request Package.

3.3 Cancelation of Letters of Credit. Debtor may, from time to time, request that SeduParty cause one or more Letter
Credit to be cancelled provided that no draws theder remain outstanding. In such event, Secusety Rill request such cancellation by
Issuer provided however that no Letter of Creditlishe deemed cancelled until it is cancelled lsyés.

4, Purchase Money Advances
4.1 Secured Party may, from time to timets sole discretion and at Debtor’s requestkena Purchase Money Advance.
4.2 Each request by Debtor for a PurcivMaeey Advance shall be accompanied by a FinanReguest Package.




5. Reimbursement for Advances

5.1 Debtor shall reimburse Secured Fartall Advances on or before the Due Date. Sweimbursement may at Debtor’s
request be made out of funds available to Debtdeuthe Factoring Agreement.

5.2 Secured Party may charge Debtor’'ResAccount with any past due amounts hereunder.

5.3 Secured Party shall have no dutyduire into the propriety of any request by an ésdor payment by Secured Party, and
all such payments by Secured Party shall concllysegtablish Debtor’s reimbursement obligationssheder.

5.4 To secure Debtor’s obligations hedmunSecured Party may charge the Reserve Accatmtumdrawn amount of any
Letters of Credit.

6. Security Interest

6.1 As collateral securing the ObligaipDebtor grants to Secured Party a continuing fiiierity security interest in the
Collateral, provided, however, that Secured Packhawledges that its lien will be subordinate ty &xisting Equipment Lien and any Fut
Equipment Lien Authorized by Secured Party pursta®ection 8.2 of the Factoring Agreement.

7. Sales of Accounts to Secured Party

7.1 Debtor agrees to sell to SecuredyRary Account arising out of the sale of Pre-Sotib@s which are the subject of a
Financed Transaction.
8. Authorization to Secured Party.

8.1 Debtor irrevocably authorizes SeclRady at Debtor's expense, to exercise at anydimyeof the following powers until

all of the Obligations have been paid in full:

8.1.1 Receive, take, endorse, assigivatehccept and deposit, in the name of Securely BaDebtor, proceeds of
any Collateral;

8.1.2 Notify any obligor obligated witbspect to any Account, that all the Debtor’s presed future Accounts have
been assigned to Secured Party by Debtor and &lyatgnt thereof is to be made to the order of arettly and solely to Secured Party;

8.1.3 Communicate directly with DebtdPayors to verify the amount and validity of any éanot created by Debtor;




8.1.4 File any initial financing statenteand amendments thereto that:

(@ Indicate the collateral as all assethef@ebtor or words of similar effect, regardlessvbEther any
particular asset comprised in the collateral failhin the scope of Article 9 of the UCC, or asrgedf an equal or lesser scope or with greater
detail;

(b)  Contain any other information requireddayt 5 of Article 9 of the UCC for the sufficienoy filing
office acceptance of any financing statement orratment, including (i) whether the Debtor is an migation, the type of organization, and
any organization identification number issued ®® EBrebtor and, (ii) in the case of a financing stedet filed as a fixture filing or indicating
collateral as as-extracted collateral or timbdvdaut, a sufficient description of real propedynthich the collateral relates.

9. Fees.
9.1 Debtor shall pay the:
9.1.1 Initial Purchase Money Fee immealjatipon its accrual.
9.1.2 Purchase Money Fee at the endalf Barchase Money Fee Period.
10. Reports of Cancelled Purchase Orders
10.1 Debtor shall immediately advise SedWParty if and when an Eligible Purchase Ordeireg which a Letter of Credit h
been issued has been cancelled or attempted tdoleavecancelled.
11. Indemnification .
1111 Debtor unconditionally indemnifiéscured Party and holds Secured Party harmlessany and all loss,

claim or liability incurred by Secured Party arggiftom any transactions or occurrences relatirigetters of Credit established or opened for
Debtor’s account, the collateral relating theratid any drafts or acceptances thereunder, and &tj&@ibns thereunder, including any such
loss or claim due to any errors, omissions, neglige misconduct or action taken by any Issuers irfdemnity shall survive termination of
this Agreement. Debtor agrees that any chargesriedt by Secured Party for Deb®gccount by the Issuer shall be conclusive on @edic
may be charged to the Financing Balance.

11.1.2 Secured Party shall not be resptnfor: (a) the existence, character, qualityamfity, condition, packing,
value or delivery of the goods purporting to berespnted by any documents; (b) any difference oatian in the character, quality, quantity,
condition, packing, value or delivery of the godasn that expressed in the documents; (c) the imglidufficiency or genuineness of any
documents presented in connection with the drawirder the Letter of Credit or of any endorsemdmseton, even if such documents should
in fact prove to be in any or all respects invaligufficient, fraudulent or forged; (d) the tinpdace, manner or order in which shipment is
made; partial or incomplete shipment, or failurenission to ship any or all of the goods refetieedh the Letters of Credit or documents;

(e) any deviation from instructions given by th@lagant to the Issuer in connection with the LetieCredit; (f) delay, default, or fraud by t
shipper and/or anyone else in connection with thedg or the shipping thereof; or (g) any breacbaoitract between the shipper or vendors
and Debtor.




11.1.3 Debtor agrees that any actionrtdlkeSecured Party, if taken in good faith, or angion taken by any Issuer,
under or in connection with the Letters of Creditthe drafts or acceptances, shall be binding ebt@ and shall not result in any liability
whatsoever of Secured Party to Debtor. In furtheeahereof, Secured Party shall have the fult@gid authority to: (a) resolve any
guestions of non-compliance of documents; (b) givg instructions as to acceptance or rejectiomgfdmcuments or goods; (c) execute any
and all steamship or airways guaranties (and aqupdics therefore), indemnities or delivery ordéd;grant any extensions of the maturity of,
time of payment for, or time of presentation ofy anafts, acceptances, or documents; and (e) agr@@y amendments, renewals, extensions,
modifications, changes or cancellations of anyhefterms or conditions of any of the applicatidredfers of Credit, drafts or acceptances; all
in Secured Party’s sole name.

11.2 Debtor agrees that: (a) any necessgort, export or other licenses or certificatesthe import or handling of the
subject goods will have been promptly procured;albjoreign and domestic governmental laws andilagns in regard to the shipment and
importation of the subject goods, or the finandimgreof will have been promptly and fully compliedh; and (c) any certificates in that
regard that Secured Party may at any time requédievpromptly furnished. In connection herewibbgbtor warrants and represents that all
shipments made under any such Letters of Credinaaecordance with the laws and regulations oftthentries in which the shipments
originate and terminate, and are not prohibite@y such laws and regulations. Debtor assumeiskllliability and responsibility for, and
agrees to pay and discharge, all present and fldoad, state, federal or foreign taxes, dutiedewvies. Any embargo, restriction, laws,
customs or regulations of any country, state, Sstiarty, or other political subdivision, where slubject goods are or may be located, or
wherein payments are to be made, or wherein draisbe drawn, negotiated, accepted, or paid, bkadblely Debtor’s risk, liability and
responsibility.

12. Insurance.

12.1 Debtor shall maintain or cause torfaéntained at all times, with financially soundiaeputable insurers, casualty
insurance with respect to the Inventory and otlssets. All such insurance policies shall be irhdoem, substance, amounts and coverage as
may be satisfactory to Secured Party and shalligedfor thirty- (30) days prior written notice to Secured Party of candigiaor reduction o
coverage. Debtor hereby irrevocably authorizesi®ecParty and any designee of Secured Party toroét debtor’'s expense, and, after an
Event of Default, to adjust or settle any claimotiter matter under or arising pursuant to suchrarsze or to amend or cancel such
insurance. Debtor shall deliver to Secured Partyemce of such insurance and a Secured Partgplgable endorsement naming Secured
Party as loss payee as to all existing and funserance policies relating to the Inventory. Deltwll deliver to Secured Party, in kind, all
instruments representing proceeds of insurancéveztey Debtor. Secured Party may apply any ahihglirance proceeds received at any
time to the cost of repairs to or replacement gf @ortion of the Inventory and/or, at Secured Parption, to the payment of or as security
for any of the Obligations, whether or not dueaiy order or manner as Secured Party determines.
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IN WITNESS WHEREOF, the parties hereto have catisiscRider to be duly executed and delivered byr tlespective officers
thereunto duly authorized as of the date first abaevitten.

DEBTOR: BioZone Laboratories, Inc.
By:

Elliot Maza
Chief Executive Office

SECURED PARTY: Midland American Capital Corporation

By:
Tracey Turzinski
Executive Vice President




EXHIBIT 1.28

MIDLAND AMERICAN CAPITAL

4600 Fuller Drive
Irving, TX 75038

[ insert date]

[ insert name of suppligr
[ insert address of suppliér

Ladies and Gentlemen:
We provide financing to BioZone Laboratories, Ii@ebtor”)

We agree to pay $ifisert purchase pricg(the “Purchase Price”) to you in payment for flieducts (the “Purchased Goods”)
described in purchase order ihgert purchase order numbgr(the “Purchase Order”) issued to you by the Delataopy of which is
attached hereto.

Upon receipt of the Purchase Price, you agreeifpadhof the Purchased Goods on or befoiresprt shipping date not later than two
business days after receipt of paymiefiEinal Shipping Date”) to the “Ship To” addresst forth in the Purchase Ordeia the shipping
method set forth in the Purchase Order, fully irgusy you.

If all of the Purchased Goods are not shipped @o@tance with this letter agreement, you will refflagy entire Purchase Price to us
by wire transfer within three days of the Finalfgiing Date. You will also repay to us, upon demand by wire transfer, any portion of the
Purchase Price which relate to goods shipped byhgoeunder which are not free from all defects aterials, manufacturing, and design or
which do not otherwise conform with the specifioas listed on the Purchase Order.

You agree not to apply the Purchase Price to amsé#ction other than the Purchase Order.

In the event that either of us find it necessargetain counsel in connection with this letter agnent, the prevailing party shall
recover its reasonable attorney’s fees and expdrsaghe unsuccessful party. It shall be presuseabject to rebuttal only by the
introduction of competent evidence to the contréing} the amount recoverable is the amount bitbetthé prevailing party by its counsel and
that such amount will be reasonable if based omillieg rates charged to the prevailing party ts/dounsel in similar matters.




Please have an authorized representative acknogvlgalg acceptance of this letter agreement. Tdreasire of the Debtor hereto
shall evidence its request that we pay the PurcRese to you and to charge its account with ugHerpayment.

Sincerely yours
Midland American Capital Corporation
By:

Tracey Turzinsk
Executive Vice Presidel

ACKNOWLEDGED:
BioZone Laboratories, Inc.
By:

Elliot Maza
Chief Executive Office

ACCEPTED AND AGREED TO:
[ insert name of suppligr

By:
Printed Name:
Title:



GUARANTY AND SECURITY AGREEMENT

THIS DOCUMENT CONTAINS A WAIVER OF TRIAL BY JURY

This GUARANTY AND SECURITY AGREEMENT dated as of M&h _ , 2013, is made by the entities or individwehich have
signed below (individually or collectively, “Guaram”), in favor ofMidland American Capital Corporation, a Nevada Corporation
(“Creditor”).

FOR GOOD AND VALUABLE CONSIDERATION, and to indud@reditor to extend financial accommodations to Defas
defined below), Guarantor agrees as follows:

1. DEFINITIONS AND CONSTRUCTION. AS USED HEREIN:

1.1 “Acceptable Forums” — See Section 18.1 hereof.

1.2 “Agreement” — This Guaranty, as amended.

1.3 “Bankruptcy Code” — Title 11 of the United States Code.
1.4 “Chosen Staté' — Nevada.

1.5 “Collateral " — All Guarantor’s present and future Accounts, Chatper; Goods, including Inventory and Equipment;
Instruments, Investment Property; Documents; ante@s Intangibles and the proceeds thereof.

1.6"“Credit Documents” —

1.6.1 That certain Factoring and Security Agredardated of essentially even date herewith betwieer, alia, BioZone
Laboratories, Inc., a California corporation, areéditor, all documents executed in connection thighe and all amendments or renewals to
or of any of the foregoing, or any other documesdlencing a Guaranteed Obligation.

1.7 “Creditor " — See Preamble.

1.8 “Debtor " — BioZone Laboratories, Inc., a California coration, and all its successors-in-interest by ojanaif law or
otherwise, including any Trustee (as defined inBaaekruptcy Code) or debtor-in-possession, andsaggessor-in-interest arising out of any
merger or reorganization involving such entity, e it is the surviving or the disappearing entity

1.9 “Guaranteed Obligations” —

1.9.1 All present and future obligations of DelimCreditor, including but not limited to obligatis arising out of the

Credit Documents, including interest that, buttfer filing of a petition under the Bankruptcy Cosligh respect to Debtor, would have
accrued on any such obligations, and attorneys. fee




1.10 “Guarantor " — See Preamble.
1.11 “Guaranty Opponent” — See Section 4.2 hereof.

1.12 “Intercreditor Agreements” — Those certain intercreditor agreements by anchgnSubordinating Creditors and Creditor,
each dated as of an approximately even date hérewit

1.13"Permitted Liens” - Liens and security interests held by Credit@ndi and security interests held by Subordinatiregli@rs as
permitted by the Intercreditor Agreements, anddisecuring the claims or demands of materialmecharécs, carriers, warehousemen, and
other like persons not yet due.

1.14 “Subordinating Creditors” — OPKO Health, Inc., Barry Honig, and Olycra LintitBartnership, and any successors or
assignees thereof.

2. GUARANTY

2.1 Promise to Pay and Perform Guarantor unconditionally and irrevocably guéeas to Creditor the prompt payment and
performance of the Guaranteed Obligations whethaobthe Guaranteed Obligations are found to felid, illegal or unenforceable, this
being a guaranty of payment and not a guarantplgation.

2.2 Cumulative Obligations. The obligations hereunder are in addition to aitner obligations of Guarantor under any other
guaranties of the indebtedness or other obligatdi¥ebtor or any other person at any time give@teditor. This Agreement shall not aff
or invalidate any such other guaranties.

2.3 Continuing Guaranty . This Agreement shall remain in full force anéeef notwithstanding the fact that, at any paracul
time, no Guaranteed Obligations may be outstanding.

2.4 Joint and Several Obligation; Independent Obligaibn . Guarantor is directly, jointly, and severallytvall other guarantors
of the Guaranteed Obligations liable to Creditbhe obligations of Guarantor hereunder are diredt@imary and are independent of the
obligations of Debtor or any other such guarardad a separate action may be brought against Goaieespective of whether an action is
brought against Debtor or any other guarantor cetinvdr Debtor or any such other guarantor is joinexlich action. Guarantor’s liability
hereunder shall not be contingent upon the exeatigaforcement by Creditor of any remedies it thaye against Debtor or any other
guarantor or the enforcement of any lien or retibraupon any security Creditor may at any timesgss. Any release that may be given by
Creditor to Debtor or any other guarantor shallnetéase Guarantor.




3. COVENANTS.

3.1 Guarantor shall keep informed of Debtor’s fficial condition as well as all other circumstaniteg bear upon the risk of
nonpayment of the Guaranteed Obligations.

3.2 Guarantor shall, from time to time, at theenge of Guarantor, promptly execute and deliveiuather documents and take all
further action that may be necessary, or that @ediay reasonably request, to enable Creditokéoatse and enforce its rights and remedies
hereunder.

3.3 Guarantor shall not create, incur, assumeonip to exist any non-purchase-money lien, ex&spmitted Liens, upon or with
respect to any of its assets. Guarantor autho@zeditor to record a record in any public recditiisg office advising third parties that the
taking of any such lien by them may constitutettirdous interference with Creditor’s rights herden

3.4 Creditor may inspect any Collateral at anyetumpon reasonable notice.

3.5 Creditor may at any time notify any Account@s to make payments directly to Creditor.

4.LIMITATION ON LIABILITY IN CERTAIN SITUATIONS.

4.1 Notwithstanding the generality of the foregpdefinition of indebtedness, the liability of eagBharantor hereunder is limited to
the lesser of the following amounts minus, in eittese, one dollar:

4.1.1 The lowest amount which would render thisu@uaty a fraudulent conveyance under the Uniforauéulent Transfer
Act, or other similar or analogous law or statut¢he appropriate jurisdiction; and

4.1.2 The lowest amount which would render this@uaty a fraudulent transfer under Section 548efBankruptcy Code.

4.2 ltis presumed that the liability of Guarantereunder is equal to the amount of the obligatmuaranteed. Therefore, in the
event that any Guarantor, or successor-in-intéheseof (“Guaranty Opponent”), shall claim that #mount of liability hereunder is less than
the amount of the obligations guaranteed hereutigeurden of proof with respect to the amourduath liability shall rest with the Guara
Opponent, in light of the fact that the informatimoncerning and circumstances of the financial dadof Guarantor is more readily
available to and under the control of the Guar@ponent.




5. GRANT OF SECURITY INTEREST.

5.1 To secure the payment and performance irfulluarantor’s obligations hereunder, Guarantonigréo Creditor a security
interest in the Collateral and all proceeds andipects thereof.

6. PAYMENTS.

6.1 Nature and Application of Payments. Creditor may apply any payment with respect e®s@uaranteed Obligations or any
other amounts due hereunder in such order, astGratiiall in its sole and absolute discretion detee, irrespective of any contrary
instructions received from any other person.

6.2 Indefeasible Payment; Revival If any portion of any payment to Creditor heréenis set aside and repaid by Creditor for
reason after being made by Guarantor, the amousetsaside shall be revived as a Guaranteed Obligahd Guarantor shall be liable for the
full amount Creditor is required to repay plusasts and expenses (including attorneys’ feesscantl expenses) incurred by Creditor in
connection therewith

6.3 ACH Authorization . In order to satisfy any of the Guaranteed Obiloges, Guarantor authorizes Creditor to initiatecéionic
debit or credit entries through the ACH systemrtp deposit account maintained by Guarantor.

7.REPRESENTATIONS AND WARRANTIES.

7.1 Guarantor represents and warrants as follagch representations and warranties shall be toect, and complete at all
times):

7.1.1 This Agreement is not made by Guarantoeliamce on any representation or warranty, expessplied, by
Creditor concerning the financial condition of Dabtthe nature, value, or extent of any securitytie Guaranteed Obligations, or any other
matter, and no promises have been made to Guatantory person to induce Guarantor to enter inAlyreement, except as set forth in
this Agreement. Guarantor is presently informetheffinancial condition of Debtor and of all otle#rcumstances that a diligent inquiry
would reveal and which bear upon the risk of nomperyt of the Guaranteed Obligations.

7.1.2 The consideration received by Guarantobimection with this Agreement is adequate andfaatisry in all respect:
and represents reasonably equivalent value, toostigps Agreement and Guarantor’s obligations heder.

7.1.3 With respect to any Guarantor which is noagural person, it:

(a) Is organized, validly existing, and in goodnsting under the laws of the jurisdiction of itsnfation;




(b) Has the power and authority and all governadidenses, authorizations, consents, and appduaxecute,
deliver, and perform its obligations hereunder;

(c) This Agreement has been authorized by all s action by Guarantor, and does not and will no
(i) Contravene the terms of Guarantor’'s organizeti@locuments;

(i) Conflict with or result in any breach or coawention of, any contractual obligation to whichaBantor
is a party or any order, injunction, writ, or dexi@ any governmental authority to which GuaraotoGuarantor’'s properties are subject; or

(iii) Violate any law, rule, or regulation of anpgernmental authority.
7.1.4 There are no actions, suits, proceedingsnsl or disputes pending, or, to the best knovdesfgsuarantor, threater
or contemplated, at law, in equity, in arbitrationbefore any governmental authority, against @ug@r or any of Guarantor’s properties

which purport to affect or pertain to this Agreemenany of the transactions contemplated hereliieneby.

8. WAIVERS. GUARANTOR WAIVES:

8.1 ANY AND ALL SURETYSHIP DEFENSES, WHETHER ARISG BY CONTRACT, STATUTE OR BY OPERATION OF
LAW.

8.2 Notice of (a) any adverse change in the firrdmondition of any Debtor, (b) any default in therformance of the Guaranteed
Obligations; and (c) any other notice to which Gunor might be entitled.

8.3 Any defense or claim arising out of (a) thiease of any collateral securing the Guaranteedy@tmns or (b) any fact that may
increase Guarantor’s risk hereunder.

8.4 Any claim of usury.

8.5 Any other defense arising by reason of anghiisy or other defense (other than the defenaettie Guaranteed Obligations
have been fully paid) of Debtor including any deferarising from any statute of limitations.

8.6 Any defense based on the invalidity, irregtifapr unenforceability of all or any part of ti&iaranteed Obligations or any other
circumstance which might constitute a defense g@iarantor.




8.7 Any claim or defense based on (a) the validiégality or enforceability in whole or in part tife Guaranteed Obligations, (b)
assignment, amendment, transfer, modification,wahevaiver, compromise, addition or supplemerdtiey to Guaranteed Obligations, (c)
any setoff, counterclaim or any circumstances whiight constitute a defense or discharge of Guarant

8.8 Any lack of power or authority of Debtor.

8.9 Any defense to payment hereunder resulting f@yeditor’s releasing the Debtor or any othergdliowing the Guaranteed
Obligations from their obligation to pay the Guaesd Obligations, as well as Creditor’s failuregtee Guarantor notice thereof.

8.10 All Guarantor’s rights of reimbursement, imdefication, and contribution and any other rightal defenses that are or may
become available to Guarantor.

8.11 All rights and defenses arising out of arctid® of remedies, such as a nonjudicial forecleswith respect to security for a
guaranteed obligation, has destroyed Guarantgtgsiof subrogation and reimbursement against gigdb.

9. ACKNOWLEDGEMENTS AND AGREEMENTS.

9.1 Modifications to Credit Documents and GuaranteedDbligations. Without notice to Guarantor and without affecting o
impairing the obligations of Guarantor hereundeedtor may, compromise or settle, extend the gleoioduration or the time for the
payment, or discharge the performance of, or mhseeto, or otherwise not enforce, or may, releaseobligor of the Guaranteed
Obligations or may grant other indulgences to Deltoespect thereof, or may amend the Credit Damnis) or may enforce, exchange,
release, or waive any security for the Guarantegiy&tions or any guaranty of the Guaranteed Obibga.

9.2 Subordination . All present and future indebtedness of Debtddtarantor is subordinated to the payment of ther&ueed
Obligations. In this regard, no payment of anydkivhatsoever shall be made with respect to suatbiediness until the Guaranteed
Obligations have been indefeasibly paid in fullny®payment received by Guarantor in respect of gubbtedness shall be held by
Guarantor as trustee for Creditor, and promptly paier to Creditor on account of the Guaranteedgatbns but without reducing or
affecting in any manner the liability of Guarantorder the other provisions of this Agreement. Upuest by Creditor, any notes or other
instruments now or hereafter evidencing such inslistss of Debtor to Guarantor, shall be marked avitgend that the same are subject to
this Agreement or shall be delivered to Creditordafekeeping.

9.3 Commercially Reasonable Disposition of Collateral Any disposition of any collateral securing theaBanteed Obligations
shall be deemed commercially reasonable if, inattiten opinion of three commercial loan officergtwthree or more years of workout
experience each, the manner of the dispositionneagiconsistent with the manner in which such caroial loan officers would have
handled the disposition.




10.NOTICES.

10.1 All notices required to be given to Guaraistuall be deemed given upon the first to occui)adlivery thereof, prepaid, to the
United States Postal Service or a nationally rezmghovernight courier service, (ii) transmittal &gctronic means to a receiver under the
control of such party, or (iii) actual receipt hych party.

10.2 All notices to Creditor hereunder shall berded given upon actual receipt by a responsibleasfof Creditor.

10.3 Notices hereunder shall be sent to the faflgvaddresses, or to such other addresses asuatharty may in writing hereaft
indicate:

Guarantor

Address: 1097 Country Coach Dr., #7(

Henderson, NV 89002
Attention: Elliot M. Maza
Email address emaza@biozonelabs.cc

Creditor

Address: 90 Merrick Avenue

East Meadow, NY 11554
Officer: Dan Demonte, Vice President

Email address dan.demonte@midlandamericancapital.c

11. AMENDMENT AND WAIVER.

11.1 Only a writing signed by all parties heretaynamend this Agreement. No failure or delay iareising any right hereunder
shall impair any such right that Creditor may hawar, shall any waiver by Creditor hereunder be dmbmwaiver of any default or breach
subsequently occurring. Creditor’s rights and reiegetierein are cumulative and not exclusive of edbhbr or of any rights or remedies that
Creditor would otherwise have.

12.COSTS AND EXPENSES.

12.1 Guarantor agrees to reimburse Creditor oradénfor the actual costs including:

12.1.1 ‘Attorneys’ fees, which Creditor has in@drior may incur in enforcing this Agreement or@émection with any
federal or state insolvency proceeding commencear lagainst Guarantor, including those (a) arisingof the automatic stay, (b) seeking
dismissal or conversion of the bankruptcy procegdin(c) opposing confirmation of Guarantor’'s pthareunder.




12.1.2 Photocopying (which, if performed by Cred& employees, shall be at the rate of $.10/page)el, and attorneys’
fees and expenses incurred in complying with atypeana or other legal process attendant to aggatitin in which Guarantor is a party.

13.SUCCESSORS AND ASSIGNS.

13.1 This Agreement shall be binding upon anddrtarthe benefit of the parties hereto and theipeetive successors and assigns.
13.2 Creditor may assign its rights and delegatduties hereunder in connection with an assighmwigihe Guaranteed
Obligations. Upon such assignment, Guarantor $leatleemed to have attorned to such assignee at@wle the same obligations to such
assignee and shall accept performance hereundrrdbyassignee as if such assignee were Creditor.

14.ENTIRE AGREEMENT.

14.1 No promises of any kind have been made bgitreor any third party to induce Guarantor to@xe this Agreement. No
course of dealing, course of performance or tradge, and no parole evidence of any nature, shaisbd to supplement or modify any te
of this Agreement.
15.REVOCATION.

15.1 Guarantor waives any right to revoke the Agrent as to future Guaranteed Obligations.

15.2 If, contrary to the express intent of thisesgnent, any such revocation is attempted by Gtaran

15.2.1 It shall not be effective until thirty dagfier written notice thereof has been actualleied by any officer of
Creditor;

15.2.2 It shall not apply to any Guaranteed Obiiges in existence on such date (including any sgbent continuation,
extension, or renewal thereof);

15.2.3 It shall not apply to any Guaranteed Obiligs made or created after such date pursuanteonanitment of Creditc
which was, or is believed in good faith by Creditmibe, in existence on the date of such revocation

15.2.4 No payment by any other guarantor or Delotofrom any other source, prior to the date a@hstevocation shall
reduce the obligations of Guarantor hereunder; and

15.2.5 Payment by any other Guarantor or Debtdrrom any other source shall be first applied tla@nteed Obligations,
if any, as to which the revocation by Guarantaffective and, to the extent so applied, shallradtice the obligations of Guarantor
hereunder.




16.CHOICE OF LAW

16.1 This Agreement and all transactions conteteglaereunder and/or evidenced hereby shall bergesgtdy, construed under,
and enforced in accordance with the internal lafntbh® Chosen State.

17.WAIVER OF TRIAL BY JURY.

17.1 IN RECOGNITION OF THE HIGHER COSTS AND DELAY WHICH MAY RESULT FROM A JURY TRIAL, THE
PARTIES HERETO WAIVE ANY RIGHT TO TRIAL BY JURY OF ANY CLAIM, DEMAND, ACTION OR CAUSE OF ACTION
(A) ARISING HEREUNDER, OR (B) IN ANY WAY CONNECTED WITH OR RELATED OR INCIDENTAL TO THE DEALINGS
OF THE PARTIES HERETO OR ANY OF THEM WITH RESPECT H ERETO, IN EACH CASE WHETHER NOW EXISTING OR
HEREAFTER ARISING, AND WHETHER SOUNDING IN CONTRACT OR TORT OR OTHERWISE; AND EACH PARTY
FURTHER WAIVES ANY RIGHT TO CONSOLIDATE ANY SUCH AC TION IN WHICH A JURY TRIAL HAS BEEN WAIVED
WITH ANY OTHER ACTION IN WHICH A JURY TRIAL CANNOT  BE OR HAS NOT BEEN WAIVED; AND EACH PARTY
HEREBY AGREES AND CONSENTS THAT ANY SUCH CLAIM, DEM AND, ACTION OR CAUSE OF ACTION SHALL BE
DECIDED BY COURT TRIAL WITHOUT A JURY, AND THAT ANY PARTY HERETO MAY FILE AN ORIGINAL
COUNTERPART OR A COPY OF THIS SECTION WITH ANY COUR T AS WRITTEN EVIDENCE OF THE CONSENT OF THE
PARTIES HERETO TO THE WAIVER OF THEIR RIGHT TO TRIA L BY JURY.

18.VENUE; JURISDICTION.

18.1Any suit, action or proceeding arising hereundethe interpretation, performance or breackebdgrshall, if Creditor so elects,
be instituted in any court sitting in the Choseat&tin the city in which Credita’chief executive office is located, or if noney aourt sitting
in the Chosen State (the “Acceptable Forums”). réniar agrees that the Acceptable Forums are coemveto it, and submits to the
jurisdiction of the Acceptable Forums and waiveg and all objections to jurisdiction or venue. 8labsuch proceeding be initiated in €
other forum, Guarantor waives any right to oppaseraotion or application made by Creditor to tramsfuch proceeding to an Acceptable
Forum.

19.SERVICE OF PROCESS.

19.1 Guarantor agrees that Creditor may effesticeiof process upon Guarantor by regular maihataddress set forth herein or at
such other address as may be reflected in thedsadrCreditor, or at the option of Creditor byvdee upon Guarantor’s agent for the service
of process.




IN WITNESS WHEREOF, Guarantor has executed thiseagrent as of the date first written above.

, a corporation

By:
Name:
Title: Chief Executive Office
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ACKNOWLEDGEMENT

STATE OF

COUNTY OF

This instrument was acknowledged before me on March 2013 by
corporation.

Notary Public

Printed Name:

(Seal)

My Commission Expires:

11

as Chief Executive QOffide




March , 2013

Midland American Capital Corporation
90 Merrick Avenue
East Meadow, NY 11554

Re: BioZone Laboratories, Inc. (the “Séler
Ladies and Gentlemen:

Reference is hereby made to that certain FactanmmugSecurity Agreement (“the Factoring Agreememtéted as of an
approximately even date herewith, by and among6atid Midland American Capital Corporation. Adpitalized terms not otherwise
defined herein shall have the meaning ascribeddb term in the Factoring Agreement.

To induce you to purchase accounts of Seller tlersigned hereby warrants and represents to ytnllews:

1. All Sellers accounts which have been or will be reporteclat ® you by or on behalf of Seller and in whiauyhold a securit
interest (“Accounts”), whether such reports aréhim form of Schedules of Accounts, Assignment Satexdcollateral reports or
financial statements, (i) are and will remain geeuind in all respects what they purport to be,(@andill represent bona fide
obligations of Seller's customers arising out af ffale and delivery of merchandise sold by theeBéhe “Sold Goods”) or the
rendition of services, or both, in the ordinary isauof its business in accordance with and ingatl complete performance of
custome’s order therefol

2. All original proceeds of the Accounts reasi\by Seller will be held in trust for you and witimediately be forwarded to you
upon receipt, in kind, in accordance with the teohany agreements between you and the Selle* Agreement”).

3. None of the Accounts will be the subject of anyseff, defenses or counterclaims of any nature wénages, and Seller will not
any way impede or interfere with the normal coll@etand payment of the Accoun

4. Seller's assets are presently worth more tha sum of its debts, excluding debts owed too&iibating Creditors, and Seller is
able to pay its debts as they become

5. The Sold Goods will be up to the point déséhe sole property of Seller, and the Account$ old Goods are and will remain
free and clear of all liens and security interestgept Permitted Lien

6. The due dates of the Accounts will be as repoet by the Selle

7. Seller will promptly report to you all disigs, rejections, returns and re-sales of Sold Gaadsall credits allowed by the Seller
against any Accoun

8. All reports that you receive from the Sellacluding but not limited to those concerningAtscounts, will be true and accurate
except for minor inadvertent erro

9. Seller will not sell its inventory except in thedarary course of busines

10. All purchase orders submitted by the Seétlerou, whether issued to or by the Seller, wélldomplete, valid, and in full force
and effect, and amendments thereto will be immebjiaeported to you by the Sells

11. All inspection results submitted by the Seller tmywhether issued to or by the Seller, will be ptate, accurate and genuin

The undersigned indemnifies you and holds you hessnfrom any direct, indirect, or consequential agenof loss which you may
sustain as a result of the breach of any statenmmé&ined herein or of your reliance (whether drauzh reliance was reasonable) upon any
misstatement (whether or not intentional), fraugkedt or criminal act on the part of any officempoyee, or agent of the Seller, or any costs
(including reasonable attorneys’ fees and experisesjred by you in the enforcement of any rightsnged to you hereunder. All such sums
will be paid by the undersigned to you on demand.

Any action arising hereunder shall, if you so eléetinstituted in any court sitting in the statenihich your chief executive office is
located (the “Chosen State”), and in the city in which ychref executive office is located, or if none, amurt sitting in the Chosen State
(the “Acceptable Forums”). It is agreed that theeéptable Forums are convenient, and the undebigutamits to such jurisdiction and
waives all objections to jurisdiction or venue.o8hl such proceeding be initiated in any otherrfiorthe undersigned we waives any right to
oppose any motion to transfer such proceeding thcaeptable Forum.

Nothing herein contained shall be in any way imgéior affected by any change in or amendment obatlye Agreements.
In the event that either of us finds it necessametain counsel in connection with the interpietatdefense, or enforcement of this

agreement, the prevailing party shall recoveratspnable attorney’s fees and expenses from thecessful party. It shall be presumed
(subject to rebuttal only by the introduction ohmuetent evidence to the contrary) that the amaeotverable is the amount billed to -



prevailing party by its counsel and that such amauith be reasonable if based on the billing ratearged to the prevailing party by
its counsel in similar matters.

Notarial acknowledgemer Very truly yours,




INTERCREDITOR AGREEMENT

This INTERCREDITOR AGREEMENT, dated as of March , 2013 (this “Agreement”), is among (the
“Subordinating Creditor”), BioZone Pharmaceuts;ahc. (the “Debtor”) and MIDLAND AMERICAN CAPITALCORPORATION (the
“Senior Creditor”).

RECITALS

A. The Senior Creditor has or expects to acqusearity interest in assets of the Debtor in witleghSubordinating Creditor has an
interest, including but not limited to the Seniae@itor Collateral.

B. The Debtor and Subordinating Creditor are parnto the Subordinating Creditor Agreements.
C. The Creditors are executing this Agreemengtdath their lien priorities with respect to tBenior Creditor Collateral.

NOW, THEREFORE, in consideration of the premises], iatending to be legally bound hereby, the Coedihereby agree as
follows:

AGREEMENT

1. DEFINITIONS . The following terms used herein shall have tHiefdng meaning. All capitalized terms not hereigfined shall have
the meaning set forth in the Uniform Commercial €od

1.1 “Bankruptcy Code” — Title 11 of the United States Code.

1.2 “Chosen Staté' — New York.

1.3 “Creditors " —The Subordinating Creditor and the Senior Cadit
1.4 “Debtor” — See Preamble.

1.5 “Guarantor " — Any entity which has guaranteed any portiorthaf Senior Creditor Obligations or the Subordirgtreditor
Obligations.

1.6 “Party " — Each of the Subordinating Creditor, the Debéarg the Senior Creditor.
1.7 “Senior Creditor ” — See preamble.

1.8 “ Senior Creditor Collateral ” - All Debtor's present and future Accounts, Instients, Documents, Chattel Paper, Inventory,
Equipment, Intellectual Property and General Inifleg and returned goods and the direct and indinexceeds thereof.




1.9 “Senior Creditor Obligations " - Obligations of the Debtor to the Senior Credgecured by the Senior Creditor Collateral.
1.10 “Subordinating Creditor ” — See Preamble.
1.11 “Subordinating Creditor Agreements” — The agreement(s) listed in Exhibit A.

1.12 “Subordinating Creditor Obligations ” — Indebtedness owed by the Debtor to the Subatitig Creditor secured by Senior
Creditor Collateral.

2. PRIORITY . Notwithstanding the terms or provisions of anyeggnent or arrangement which either Creditor may aohereafter have
with the Debtor or any rule of law, and irrespeetof the time, order, or method of attachment ofgotion of any security interest or the
recordation or other filing in any public recordafy financing statement, the Senior Creditor Gitians and any security interests in the
Senior Creditor Collateral held by the Senior @adwhether or not perfected, are and shall rensanior to the Subordinating Creditor
Obligations, security interest therein now or lader held by the Subordinating Creditor, and angrgnties now or hereafter executed by
Guarantor.

3. ENFORCEMENT OF SECURITY INTEREST .

3.1 The Subordinating Creditor shall have no rightake any action with respect to the Senior @wecollateral, whether by
judicial or nor-judicial foreclosure, notification to the Debtodscount debtors, the seeking of the appointmeatreteiver for any portion of
the Debtor's assets, setoff, or otherwise, unledsuatil all Senior Creditor Obligations have béelty and indefeasibly paid.

3.2 If the Subordinating Creditor, in contraventiaf the terms of this Agreement, shall commenosgeute, or participate in any
suit, action, or proceeding against the Debtonitiaite any foreclosure sale or proceeding or ahgrmaction to enforce its lien on any of the
Senior Creditor Collateral, then the Debtor magiipbse as a defense or plead the making of thisehgent, and the Senior Creditor may
intervene and impose such defense or plea in iteera in the name of the Debtor. If the SuborditaCreditor, in contravention of the ter
of this Agreement, shall attempt to enforce anye@ies prohibited by this Agreement, then the Se@ireditor or the Debtor may, by virtue
this Agreement, restrain the enforcement theretfiémname of the Senior Creditor or in the namineDebtor.

3.3 If Senior Creditor, pursuant to the rightsrgeal to the Senior Creditor under the terms of Agseement or applicable law, shall
dispose of any or all of the Senior Creditor Celfat such disposition shall be deemed commerciafigonable if, in the written opinion of
three (3) commercial loan officers with three (Bhwore years of workout experience each, the maointhie disposition is not inconsistent
with the manner in which such commercial loan efficwould have handled the disposition.




4. PROCEEDS OF COLLATERAL.

4.1 Any proceeds of Collateral, or proceeds otpeals, received by a Creditor holding a securtgrast which, pursuant to this
Agreement, is subordinate to the security inteséthe other Creditor shall be, immediately uposcdivery, paid to the other Creditor holding
the senior security interest

4.2. Any such sums not paid when due shall acctateaharge at the rate of 8% per annum.

5. SUBORDINATING CREDITOR COVENANTS AND WARRANTIES . The subordinating creditor warrants covenantsrapresent
that it:

5.1 Is the owner of the Subordinating Creditori@dtions, free and clear of the claims of any othtity;
5.2. Is the secured party named in each Initishfrding Statement listed on the attached Exhibit B.

5.3. Will not, at any time while this Agreemeninseffect, sell, transfer, pledge, assign, hypodiecor otherwise dispose of any of
all or the Subordinating Creditor Obligations toy amtity other than one which agrees in a writseatjsfactory in form and substance to the
Senior Creditor (the “Transfer Document”), to be@anparty hereto and to succeed to the rightsabd bound by all of the obligations of
the Subordinating Creditor hereunder. In the césap such proposed disposition by the Subordigafireditor, it will notify the Senior
Creditor at least (10) ten days prior to the déteny of such intended disposition and include gitich notice a copy of the proposed Trar
Document.

5.4 Will, at the request of Senior Creditor, prolmpélease any lien and security interest it hasuoy Senior Creditor Collateral to
facilitate its transfer or sale so long as the peats thereof are applied against the Senior Cre@lttigations and any excess is paid to the
Subordinating Creditor to be applied against thiedgdinating Creditor Obligations.

5.5. Will not withhold its consent to any sale ofyaf the Senior Creditor Collateral by the Delftee and clear of the liens of Ser
Creditor and Subordinating Creditor.

5.6 Waives any rights it may have to claim thaténforceability of this Agreement may be affedigdiny subsequent modificatic
release, extension, or other change, materialt@raise, in the Senior Creditor Obligations or $enior Creditor Collateral.

5.7 Will reasonably cooperate with Senior Creditonotifying the Debtor's Account Debtors that peeds of Accounts should be
paid to Senior Creditor and not to Subordinatingdor.




6. REMEDY FOR BREACH. Any breach hereof is likely to cause cause inrgipi@ damage to the aggrieved party. Therefoeerehef to
which such party shall be entitled in such eveatlshcluded, but not be limited to, (a) a mandatimjunction for specific performance, (b)
judicial relief to prevent a violation of any ofetlprovisions of this Agreement, (c) damages, ahaugt other relief to which it may be entitl
at law or in equity.

7. AMENDMENT OF SUBORDINATING CREDITOR AGREEMENTS.

7.1 This Agreement shall be deemed an amendméimé tBubordinating Creditor Agreements, in whigtsibordinating Creditor
consents to the creation and satisfaction of tledB€reditor Obligations and creation of the ségunterest in the Senior Creditor Collate
(ii) the creation of the security interest in thengdr Creditor Collateral shall not be consideracgaent of default under the Subordinating
Creditor Agreements, and (iii) cannot be furtheeaded to affect the rights of Senior Creditor hadau.

7.2 The signature of Senior Creditor shall notdzguired for any further amendment of the SubottigeCreditor Agreements.

8. EFFECT OF BANKRUPTCY.

8.1 This Agreement shall remain in full force affect notwithstanding the filing of a petition faelief by or against the Debtor
under the Bankruptcy Code and, shall apply withfouice and effect with respect to all Senior CtedCollateral acquired by the Debtor, and
obligations incurred by the Debtor to the SubortimtaCreditor, subsequent to the date of any suthign.

8.2 If the Debtor shall become subject to a prdowgunder the Bankruptcy Code and if Senior Coedihall permit the use of cash
collateral or provides financing to Debtor undehei Section 363 or Section 364 of the Bankruptogé®

8.2.1 Adequate notice to Subordinating Credit@aildhave been provided for such financing if Sulimating Creditor
receives notice one (1) business day prior to tiey @f the order approving such financing; and

8.2.2 No objection will be raised by Subordinatiigditor to any such financing on the ground &dikure to provide
adequate protection for Subordinating Creditortaigty interest in the Senior Creditor Collateral.




9. NO DUTY TO PROVIDE FINANCIAL ACCOMODATIONS . Nothing contained herein or in any prior agreenemnderstanding
shall be deemed to create any duty on the paithafreparty to extend or continue to extend finahaccommodations to the Debtor.

10. WAIVER OF MARSHALING. The Subordinating Creditor irrevocably waives aigit to compel the Senior Creditor to marshal
assets of the Debtor.

11. CROSSDEFAULT. Debtor agrees that default in connection withSkeordinating Creditor Obligations shall consétdefault in
connection with the Senior Creditor Obligations] aice versa.

12. CHOICE OF LAW . This Agreement and all transactions contemplatrdunder and/or evidenced hereby shall be govdmed
construed under, and enforced in accordance wétlntiernal laws of the Chosen State.

13. AMENDMENT AND WAIVER.  This Agreement may be amended only by a writigged by all parties hereto. No failure to
exercise and no delay in exercising any right hedeu shall impair any such right that Senior Ci@dihay have, nor shall any waiver by
Senior Creditor hereunder be deemed a waiver oflafgult or breach subsequently occurring. Seniedi@r’s rights and remedies herein
are cumulative and not exclusive of each otheif @ng rights or remedies that Senior Creditor wantlierwise have.

14. CONSTRUCTION. T his Agreement and all agreements relating ¢ostibject matter hereof is the product of negotieéind
preparation by and among each Party and its ragpeattorneys.

15. BENEFITS OF THIS AGREEMENT. This Agreement is solely for the benefit of ahdlsbind the Creditors and their respective
successors and assigns and no other entity shedldrey right, benefit, priority, or interest herden

16. TERM . Unless otherwise terminated as set forth ingbigion, this Agreement shall continue so londhasSenior Creditor holds a
security interest in any portion of the Senior G@dCollateral.

17. ENFORCEMENT. In the event that any party finds it necessametain counsel in connection with the interpretatidefense or
enforcement of this Agreement, the prevailing pahsll recover its reasonable attorney’s fees apéreses from the unsuccessful party. It
shall be presumed (subject to rebuttal only byittr@duction of competent evidence to the contréng} the amount recoverable is the am
billed to the prevailing party by its counsel imfar matters.

18. COUNTERPARTS. This Agreement may be signed in any number ohtayparts, each of which shall be an original, il same
effect as if all signhatures were upon the sameunsnt. Delivery of an executed counterpart ofdigmature page to this Agreement by
facsimile shall be effective as delivery of a mdlyuexecuted counterpart of this Agreement, and Rasty delivering such an executed
counterpart of the signature page to this Agreerhgriicsimile to any other party shall thereafisogromptly deliver a manually executed
counterpart of this Agreement to such other Partyyided that the failure to deliver such manuabkgcuted counterpart shall not affect the
validity, enforceability, or binding effect of thisgreement.




19. NOTICE . All notices required to be given to either garereunder shall be deemed given upon the firgsteor of: (a) deposit thereof
in a receptacle under the control of the UnitedeSt®ostal Service; (b) transmittal by facsimiléh® facsimile numbers set forth below; or
actual receipt by the party to whom notice is bajivgn, or an employee or agent of thereof.

Subordinating Creditor

Address:

Attention:
Facsimile number:

Debtor

BioZone Pharmaceuticals, Inc.
Address: 580 Garcia Avenu

Pittsburg, CA 94565
Attention: Elliot Maza, Chief Executive Officer
Facsimile numbel 92E-47%-1001

Senior Creditor

Address: 90 Merrick Avenue

East Meadow, NY 11554
Attention: Richard Loeffler, Executive Vice President
Facsimile numbel 86€-65¢-8826




IN WITNESS WHEREOF, the Parties have caused thizAgent to be duly executed and delivered by thepective officers
thereunto duly authorized as of the date first abevitten.

Subordinating Creditor:

By:
Name:
Debtor:
BioZone Pharmaceuticals, Inc.
By:
Elliott Maza
Chief Executive Officer
Senior Creditor Midland American Capital Corporatic

By:
Tracey Turzinski
Executive Vice President




EXHIBIT A

Secured Convertible Promissory Note issued by BieZ@harmaceuticals, Inc. to Barry Honig in the gigal amount of $500,000 dated
February 27, 2012

Securities Purchase Agreement dated as of FebP7ar3012 between Biozone Pharmaceuticals, IncBamd/ Honig
Pledge and Security Agreement dated as of Feb2/r2012 between Biozone Pharmaceuticals, IncOpiab Health, Inc.

Secured Convertible Promissory Note issued by BieZz@harmaceuticals, Inc. to Barry Honig in the gpal amount of $1,000,000 dated
March 12, 2012




EXHIBIT B

UCC Financing Statement (Document No. 2012008658eg) 3/30/2012



EXHIBIT 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER AND CH IEF FINANCIAL OFFICER PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Elliot Maza, certify that:

1)
()

(3)

(4)

()

| have reviewed this annual report on Forn-K of BioZone Pharmacueticals, Inc. for the fiscahy ended December 31, 20

Based on my knowledge, this report doesnatain any untrue statement of a material factnoit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

Based on my knowledge, the financial stat@sjeand other financial information included imstreport, fairly present in all
material respects, the financial condition, resoftsperations and cash flows of the registrardfaand for, the periods presented
in this report;

The registrant’s other certifying officer@)d | are responsible for establishing and maimgidisclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and praesdoer caused such disclosure controls and proesdo be designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

b) Designed such internal control over finanoggdorting, or caused such internal control oveariicial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsagisclosure controls and procedures and preséntais report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

d) Disclosed in the report any change in thésteant’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of theuwaineport) that has
materially affected, or is reasonably likely to evélly affect, the registra’s internal control over financial reportir

The registrant’s other certifying officer@)d | have disclosed, based on our most recehiaian of internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions

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

b) Any fraud, whether or not material, that ilwes management or other employees who have dis@mirole in the
registran’s internal control over financial reportir

Date: April 1, 2013

/s/ Elliot Maza

Elliot Maza

Chief Executive Officer and Chief Financial Officer

(Principal Executive Officer and Principal Finan@ad Accounting Officer




EXHIBIT 32.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER AND CH IEF FINANCIAL OFFICER
PURSUANT TO 18 U.S. C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of BioZone Rhaceuticals, Inc., (the “Company”) on Form 10fét year ended December
31, 2012 as filed with the Securities and Exchabgemission on the date hereof (the “Report”)Elliot Maza, Chief Executive Officer and

Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. Section 1350, as adopted puoirso&ection 906 of the Sarbar@sley
Act of 2002, that, to my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Reportlfapresents, in all material respects, the findnmadition and results of
operations of the Compar

Date: April 1, 2013

/s/ Elliot Maza

Elliot Maza

Chief Executive Officer and Chief Financial Officer

(Principal Executive Officer and Principal Finan@ad Accounting Officer




