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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS
Certain information contained in this Transitionp@e on Form 10-K of Retrophin, Inc., a Delawareparation (the “Company”
include forwardlooking statements within the meaning of the Pavaecurities Litigation Reform Act of 1995. Thatements herein whi
are not historical reflect our current expectatiand projections about the Companfuture results, performance, liquidity, finanaahdition
prospects and opportunities and are based upomriaf®n currently available to the Company and management and their interpretatio
what is believed to be significant factors affegtihe businesses, including many assumptions reggafdture events. Such forwatoleking
statements include statements regarding, among ibiings:

« our ability to produce, market and generate sdlesioproducts;

« our ability to develop, acquire and/or introducevr@roducts;

« our projected future sales, profitability and otfieancial metrics;

« our future financing plans;

« our plans for expansion of our facilities;

« our anticipated needs for working capital;

« the anticipated trends in our industry;

« our ability to expand our sales and marketing caipgb

« acquisitions of other companies or assets that igatmndertake in the future;
« our operations in the United States and abroadtl@domestic and foreign regulatory, economicoldical conditions; and
« competition existing today or that will likely agisn the future.

Forwardiooking statements, which involve assumptions ardcdbe our future plans, strategies and expeottiare general
identifiable by use of the words “may,” “should gXpect,” “anticipate,” “estimate,” “believe,” “intel,” “seek,” or “project’or the negative 1
these words or other variations on these wordemparable terminology. Actual results, performarigeidity, financial condition and resu
of operations, prospects and opportunities couferdmaterially from those expressed in, or impl®ed these forwardboking statements a:
result of various risks, uncertainties and othectdes, including the ability to raise sufficient pital to continue the Compary’
operations. Actual events or results may diffetarnally from those discussed in forwdabking statements as a result of various fac
including, without limitation, the risks outlinedder “Risk Factorsand matters described in this Transition Reporegaly. In light of thes
risks and uncertainties, there can be no assuthatéhe forward-looking statements contained is Thansition Report will in fact occur.

Potential investors should not place undue reliamteany forwardeoking statements. Except as expressly requiredhbyfedere
securities laws, there is no undertaking to puplighdate or revise any forwatdeking statements, whether as a result of newriinéion
future events, changed circumstances or any otfason.

The specific discussions in this Transition Repabbut the Company include financial projections duture estimates a
expectations about the Compasmyusiness. The projections, estimates and exjmttare presented in this Transition Report @dya guid
about future possibilities and do not representalcmounts or assured events. All the projectams estimates are based exclusively ol
Company managemesntbwn assessment of our business, the industnhichwit works and the economy at large and otheragonal factor:
including capital resources and liquidity, finarceondition, fulfillment of contracts and opportties. The actual results may dil

significantly from the projections.

Potential investors should not make an investmeaisibn based solely on the Company’s projectiesiinates or expectations.
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PART |

As used in this Transition Report on Form 10-Kigtiransition Report”), the terms “Retrophin” dret “Company” and to “we”, “our”
and “us”, refer to Retrophin, Inc., a Delaware aogtion formerly known as Desert Gateway, Inc. B¢ Gateway”)as well as our direct a
indirect subsidiaries, unless the context otherngsgiires.

ltem 1. Business

Those statements in the following discussion thatnat historical in nature should be considereldedorward looking statements t
are inherently uncertain. Actual results and timeirtg of the events may differ materially from thosentained in these forward look
statements due to a number of factors, includingeatdiscussed in the “Cautionary Note on Forwarokirg Statements” and “Risk Factors’
set forth elsewhere in this Transition Report.

Overview

We are a development stage company focused onagenglpharmaceutical products primarily for theatreent of rare diseases. |
lead product in development, RE-021, a small mdé&dutended to treat focal segmental glomerulossier (or “FSGS”),has complete
Phase 2 clinical studies demonstrating safety #fichey, and we expect to initiate a Phase 2 cihgtudy in 2013. We also have a humb
programs in preclinical development. Our secondstnaeveloped program (RE-024) for the treatmenpanfitothenate kinassssociate
neurodegeneration PKAN) is in preclinical testing, and we will see& tnitiate clinical trials of this product candigabs soon as
practical. We are also developing a treatmenDiachenne muscular dystrophy (“DMD”Dur focus is to seek treatment for serious, ur
rare diseases. The diseases on which we focusoasgdered “orphandiseases because they affect fewer than 200,0@hfsatn the Unite
States. However, such diseases have a profourattnop those that suffer from them and on theirilfasa Currently, we believe that we
the only company that is focusing on developingtireents for these rare and ultra-rare diseases.

Organizational Background

We were incorporated as Desert Gateway, Inc. a®kdahoma corporation on February 8, 2008. Desate®ay was originally
wholly-owned subsidiary of American Merchant Datngces, Inc. (“American Merchant”)n a 2008 reorganization of American Merch
each share of outstanding common stock of Ameridanchant was converted into one share of Deserev@st, while all of Americs
Merchants operating assets, liabilities and tax attribytesluding accumulated losses and net operatingelscarried forward to anotl
subsidiary of American Merchant in a downstreamgeemwith such other subsidiary. Accordingly, Ancan Merchant is not considere
predecessor company of the Company for accountinggal purposes. Following the 2008 reorganizatidesert Gateway r@emiciled tc
Delaware. Since inception and until Desert Gatéwayerger with Retrophin in December 2012 (as desdrbelow), Desert Gateway hac
existing operations, and its sole purpose wasdatéband consummate a merger or acquisition witfivate entity.

On December 12, 2012, Desert Gateway completettahsactions contemplated under the Agreement Erdd®? Merger, dated as
December 12, 2012 (the “Merger Agreementij,and among Desert Gateway, Desert Gateway AdiguisCorp., a Delaware corporation i
wholly-owned subsidiary of Desert Gateway, and fermRetrophin, our predecessor, in which former &#tin became a whollgwnec
subsidiary and the principal operating subsidianthe Company. The transactions contemplated byMerger Agreement are collectiv
referred to herein as the “2012 Merger”.

On February 14, 2013, the Company changed its niarfieetrophin, Inc.” through a shoftrm merger pursuant to Section 253 of
Delaware General Corporation Law, with its then Ikh@wned subsidiary, and our predecessor, formetrdphin, with the Compai
continuing as the surviving corporation followirftgetmerger. On April 1, 2013, the Board of Direstof the Company determined to che
the Company’s fiscal year from a fiscal year endmgebruary of each year to a fiscal year endim@pecember 31 of each year.

General

Our goal is to become a leading biopharmaceuticaipany specializing in the development and comrakzeition of therapies fi
catastrophic diseases. Our commercializationegjyais to acquire pharmaceutical products for sisriiseases and greatly increase patier
physician awareness to increase market penetraiondevelopment strategy is to focus on produgiboinities which can take advantag
the shorter regulatory cycles that can be achievtdtreatments for rare, lifdireatening diseases. Beyond FSGS, PKAN and DMiroRhir
has plans to discover and develop drug candidatestltier orphan diseases, which may include cfitiosis and spinal muscular atrophy.
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We are a developmental stage biopharmaceutical @oynfocused on the discovery, development and cowiatization of nove
molecules for the treatment of a range of humaretienlisorders. Our lead product in developmerREs021, a small molecule intendec
treat FSGS. We expect that a Phase 2 clinicaystiRE-021 to treat FSGS could begin in 2013. &raond development program is BE4
a series of molecules designed to treat PKAN. Qeclimical development of RB24 is being carried out in collaboration with Sutde
Children’s Research Hospital. We expect to fildMD for a lead compound in the RE24 program by 2014. Our third product in developt
is RE-001, a modified protein intended to treat DMIWe are planning to initiate first-in-human enadlstudies of REBX01. Preclinical studi
to date, in mice, have suggested that@®E-improves muscles function and improves moytae expect to file for approval to begin hur
clinical trials of RE-001, to treat DMD, by the eafi2014.

Our focus is to seek treatment for serious, unmaet diseases. FSGS, PKAN and others are orplsaaghs affecting fewer tt
200,000 patients in the United States and haveopmaf impacts on sufferers. We believe that wortdwsales potential for Retrophén’
development stage products could exceed $1 biflernyear.

We are initially focused on developing RE-021fotigats with FSGS. We have licensed the exclusivedmade rights to RE321fron
Ligand Pharmaceuticals, Inc., which had previob&gn responsible for the development efforts.

During the next 12 to 18 months, we plan to:

Our Strategy

initiate a placebo-controlled Phase 2 clinicall tnaFSGS; and

Initiate an open-labeled Phase 2 clinical triabiher nephropathies.

In order to achieve our goals, we intend to:

Expand our product pipeline by pursuing additional acquisitions of niche orphan drugs.We believe that there ¢
multiple drugs for treating lif¢hreatening diseases that may be neglected by ptiamaceutical companies. We believe
we can acquire certain of these niche productstanld upon our commercial infrastructure in orphdisease to achie
increased sale

Focus on developing innovative orphan drugsWe focus on novel, lifsaving orphan drug candidates in order to
advantage of our competitive strengths. We belibe¢ drug development for orphan drug markets rtiqudarly attractive
because relatively small clinical trials can pravideaningful information regarding patient respcase safety. Furthermo
the path to regulatory approval and commercial asgdor orphan drugs is less risky for an effectiherapy, as compared
non-orphan drugs. Finally, we believe that our captédiare well suited to the orphan drug market mmtesent distin
competitive advantage

Build a sustainable pipeline by employing disciplied decision criteria.We seek to build a sustainable product pipelin
employing multiple therapeutic approaches and byeldping or acquiring orphan drug candidates. \pley discipline
decision criteria to assess drug candidates, fagadrug candidates that have undergone at least stinical study. Ot
decision to license a drug candidate will also delpen the scientific merits of the technology; tosts of the transaction &
other economic terms of the proposed license; theuat of capital required to develop the technojoayd the econom
potential of the drug candidate, should it be comumaézed. We believe this strategy minimizes olimical development ris
and allows us to accelerate the development arghpiak commercialization of current and future doamdidates. We inte
to pursue regulatory approval for a majority of dang candidates in multiple indicatiol

Evaluate the commercialization strategies on a pragtt-by-product basis to maximize the value of eaclAs we move ot
drug candidates through development toward regylapproval, we will evaluate several options facke drug candidate’
commercialization strategy. These options includéding our own internal sales force; entering irjtant marketin
partnerships with other pharmaceutical or biotettgyo companies, whereby we jointly sell and matket product; and out-
licensing our products, whereby other pharmaceluticdiotechnology companies sell and market owdpct and pay us
royalty on sales. Our decision will be made segdydor each product and will be based on a nundbdactors includin
capital necessary to execute on each option, giteeomarket and terms of potential offers fromestpharmaceutical a
biotechnology companie
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Industry Analysis

The pharmaceutical industry in which we seek to peta is highly competitive, strictly regulated, amaghidly changing. In the U.
and abroad, governments regulate how drugs ar@eggr manufactured, sold, and paid for. The cogeta drug to market can be substar
oftentimes approaching $1 billion, and the pharmécal industry is characterized by long (ofted@years) time periods between the tim
idea for a drug is conceived and the time that ehkaid drug can legally begin. Despite the timeguired to discover and develop drugs
pharmaceutical industry can afford substantial ipgiobal pharmaceutical sales are expected tohreds 1 trillion in the next few years
drug development is carried out correctly. While thallenge of creating drugs can be dauntingintthestry can afford advantages by gi\
pharmaceutical companies near monopolistic exdlysi\or example, we are seeking to develop dregieat orphan diseases which
afford freedom from competition (in the U.S. fory&ars) if the FDA grants “orphan drug statugdditionally, pharmaceuticals can en
strong freedom from competition based on the awgrdif patents by the U.S. Patent and Trademarkc@ffivhich provides 20 years
intellectual protection.

In addition to government regulations, the pharmécal industry has elements of monopsony from rgadacare and governm
payers for drugs. Going forward, global efforteséod health care cost containment efforts are drpeo continue to exert pressure on pra
pricing and market access. Further, the UnitedeStanacted major health care reform legislatioBGhO, which began to be implemente
2011. This new law is expected to expand accessaith care to millions Americans by the end of deeade who did not previously hi
regular access to health care. The effect thatagislation will have on the pharmaceutical indyss uncertain.

Given the potential profits in the pharmaceutigadustry, there is intense competition to succeether large pharmaceutical ¢
biotechnology companies, academic institutions,egomental agencies and other public and privateareh organizations are simile
pursuing the development of novel drugs that tafigetsame diseases that we are seeking to trembpRm faces, and expects to continu
face, intense and increasing competition as newlyats enter the market and advanced technologisrize available. Despite the challer
and uncertainties of the pharmaceutical induststrdphin believes that it is well-positioned to quete in this potentially lucrative field.

Competitive strengths

We seek to discover, develop and deliver to patiérgt-in-class or best-in-class medicines forttieatment of rare, lif¢hreatening
diseases. A first-itlass drug refers to the first approved or marketed) within a class of drug candidates that ogetlatough a particul
target or molecular mechanism in the body to aféespecific disease. A bestdtass drug refers to a drug, among all drugs withizlass ¢
drugs which operate through a particular targeholecular mechanism in the body to affect a paldicdisease that is superior to all other ¢
drugs in the class by virtue of its superior efficasuperior safety, ease of administration, or s@wmbination of the foregoing. We beli
that RE-021, a drug for the treatment of FSGS, thes potential to be a best-gtass drug due to its superior efficacy and eas
administration. We believe that RE-024, a drug tfoe treatment of PKAN, has the potential to bdrst-in-class drug, because no d
currently uses the particular molecules of RE-G2the treatment of PKAN.

We have acquired/built a pipeline of innovative quot candidates for multiple rare disease indiceticall of which represe
proprietary applications of our expertise in dreghnologies. Historically and going forward, oupguct candidates were/will result fror
mixture of discoveries by in-house scientists ahtbugh judicious idicensing of assets from other organizations, feaneple, othe
biotech/pharmaceutical companies, universitiesiesearch institutes. We believe that its small wdke technologies, team of experier
management and scientists, and its corporate euibum the basis of its potential long-term conpetiadvantage in seeking to deliver first-in
class and best-in-class medicines.

Our lead product candidate (RR4) has completed Phase 2 clinical studies dematimg} safety and efficacy, and we expec
initiate a Phase 2 clinical trial in 2013. Additaly, our second most developed program (R#) is in preclinical testing, and we will see
initiate clinical trials of this product candidaie soon as is practical.

Research and Product Development Pipeline
RE-021

RE-021 is our lead development stage compoundORE-s an investigational therapeutic agent whicks aas both a pote
angiotensin receptor blocker (ARB) as well as &aele endothelin receptor antagonist (ERA) prefeat for endothelin receptor type
Retrophin has secured a license to RE-021 fromndgand Bristol-Myers Squibb. We are developing G2H-as a treatment for focal segme
glomerulosclerosis (FSGS) and other nephropatiiesalso intend to develop RE-021 for resistant hgosion and in other therapeutic areas

ARBs and ERAs have a rich history of clinical deprhent. ARBs have a relatively narrow mechanisticview: they are known
be anti-hypertensive agents with positive downstreffects on proteinuria and eodgan (kidney and heart) prognosis. ERAS repreades:
well-understood clinical mechanism. Over a dozen ERA® liieeen trialed clinically, for a diverse arraydigeases including the successt
approved Tracleer (bosentan) and Letairis (ambtasgrfor pulmonary arterial hypertension (PAH), tesuccessful darusentan for resis
hypertension and heart failure, the withdrawn-frorarket Thelin (sitaxsentan) for PAH, the failed sewotan for diabetic nephropathy,
failed zibotentan in prostate cancer, the faileazatentan in subarachnoid hemorrhage, the faileosémtan in heart failure, the fai
atrasentan in prostate cancer, the failed enrasémtaeart failure and the continuing trials of rtaatan.
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RE-021 in FSGS

We intend to develop RB21 as a treatment for FSGS. FSGS is a leadingecaiuend stage renal disease (ESRD) and nep
syndrome. There are no FDA-approved treatments ABGS and the offabel armamentarium is limited to ARBs, steroidsd
immunosuppressant agents which are only effectivesbme patients. We estimate that there are at #5000 FSGS patients in the Un
States, which we believe could result in potergti@iual revenue of greater than $1 billion/yeaR&r021.

We believe that FSGS as an indication would bel#égo receive orphan drug status from both theAFibd the EMEA. FSGS
similar to over a dozen other rare, but severehrgggathies and glomerulopathies for which &B- could serve a critical role. Retrog
believes that a drop in proteinuria could serva @simary endpoint in a pivotal clinical study athéit FDA approval could be received on
basis of a single, small pivotal trial.

RE-021 in other indications

In addition to developing RE-021 as a potentiadtiment for FSGS, Retrophin intends to seek to belgircal development of RB21
in, IgA nephropathy, diabetic nephropathy, resiskampertension, and other rare nephropathies as a®possible.

IgA Nephropathy

IgA nephropathy is a form of glomerulonephritis witigh proteinuria as its key symptom. There iF=BA approved therapy for Ic
nephropathy. The prognosis of this disease is tjreelated to proteinuria level, with roughly ottérd to onefifth of patients losing the
kidney within 10 years, with risk continuing lingaas age progresses. Most patients are diagnasguy so dialysis, transplant and deatt
inevitable in these patients. There is a rangestimated patients from 40,000 to 150,000 in thetéthBtates. Assuming 35% of these pat
have very severe proteinuria, and a $25,000 peéemigper-year price, peak global sales of ®B- in IgA nephropathy can exceed ove
billion.

There has never been a large clinical trial in fggohropathy. We believe that it is widely acceped evidencérased that proteinui
is an appropriate endpoint for measuring the psxof this disease. Following completion of a spwiknkabel study, we would seek to be
a pivotal trial evaluating RB21 in IgA nephropathy patients having proteinuria/day. We believe that an acceptable primary eimdfor
such a trial would be change in proteinuria atéhrenths. Based on other IgA nephropathy studiedelieve that approximately 150 patit
could be enrolled in about one year. Retrophinadtdel in a position to start a pivotal clinical stud IgA nephropathy in 2014.

Resistant Hypertension

Retrophin intends to mirror a previous darusentiaase 2 trial seeking to treat resistant hypertensith RE021. We believe that t
potential potency of RB21 and an increased sample size compared to apsestudy could allow for improvement in the exggelcpriman
endpoint of systolic blood pressure change at 18kaeln this population, trial design is a key anmc Because resistant hypertension
complex clinical “situation,” it requires exponeaity more clinical trial programming and design. @iwtyfour hour ambulatory blood press
automated monitoring is a more accurate assayléodipressure than sitting blood pressure. Wenedé that this study could begin enrol
in 2014. If results of this study are positive,tf@phin would target a partnership with a major mpfaceutical company to contir
development.

RE-024

We are developing RE-024, a novel small molecuseagotential treatment for pantothenate kiresssciated neurodegenera
(PKAN). PKAN is the most common form of neurodegtion with brain iron accumulation (NBIA). Clas®KAN is a genetic disorder tt
is typically diagnosed in the first decade of lif€onsequences of PKAN include dystonia, dysarthigadity, retinal degeneration, and se\
digestive problems. PKAN is estimated to affetd B per million people. The devastating effedt® KAN—most sufferers end up wheelcl
bound, as well as suffering from dementia and gbisgchiatric problems, and typically don't live page 20—are clear. There are currently
viable treatment options for patients with PKANtetopportunity with REB24 is to transform treatment of PKAN with a potelhy life
changing and life-extending impact on patients.

PKAN is caused by a genetic downregulation of theyme pantothenate kinase (PANK), via a mutatioth@pantothenate kinage-
gene. PANK is responsible for the conversion aftpthenic acid tat[] -phosphopantothenic acid, a precursor to Coenzynf€o) in the
brain. CoA is involved in a range of important dfiemical functions, including the citric acid cyckteroid biosynthesis, and histone
tubulin acetylation. Retrophig’approach seeks to improve neurological outcorgediractly replacing in the brain a molecule migsinom
PKAN sufferers.
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RE-024 is a preclinical investigational program. Rptrin is in the process of synthesizing a focugwdiy of pantothenate phospr
prodrugsln vitro testing of these molecules is underway, and weaxpatin vivo evaluation will begin in early 2013. Phase 1 ciatistudie
are expected to begin in 2014, and, with strong®l4#2 data, an NDA filing could occur as earl2@%6.

Pantothenic acid pro-phosphates, a potential sohuti

PKAN is caused by a misregulation in a single protesponsible for neurological function, namehantothenate kinase-
(PANK2). PANK is the first enzyme responsible the synthesis of Coenzyme A (CoA), and specificalipsphorylates pantothenic &
(vitamin B5).

Retrophin’s Approach to Treating PKAN: RE-024

PKAN is caused by dysregulation of the pantothekatase (PANK) enzyme, which converts pantothekid & phosphopantothel
acid. The reaction catalyzed by PANK is depidteHigure 1.

&ty

FPantothenic amd 4-Phosphopantathenic acid

Missing enzyme in PRAN

Figure 1: Reaction catalyzed by PANK.

RE-024 is a small molecule “prophosphati'signed to circumvent the need for PANK, the dysfional enzyme responsible
PKAN, that is, to directly supply cells with theggiuct of the reaction, namely phosphopantotheniat aé\ simple approach to this could bt
use the product of the enzymatic reaction, namEhNphosphopantothenic acid. This approach has beatianed in the literature, but it t
been recognized that the highly charged moleculgdvoot be able to permeate the lipohilic cell meamie. The approach taken with RE4 is
to follow the lead of nucleotide chemistry, andgenerate prodrugs of phosphates (“pro-phosphatesfjask the charge of the dianion.
approach described has been successfully usegiowing the bioavailability of nucleotides.

Retrophin is in the process of synthesizing a Iyt derivatives of RE324, via a CRO. The library is designed to deflmeoptima
characteristics of molecule, specifically, with i@aw to striking a balance between extra and inthalee stability and lipophilicity. A simile
idea, in the nucleoside case, has been describgafential HCV treatments, for example, GS-7977.

RE-001

RE-001 is a recombinant, modified form of utrophinpmtein similar to the dystrophin protein that isssing in the muscles
Duchenne muscular dystrophy (DMD) patients. In B®H; micro-utrophin is fused to a ceknetrating peptide known as TAT, whicl
believed to allow for delivery of the modified forof utrophin into muscle cells, where it is neeftadstructural support.

Duchenne Muscular Dystrophy

Duchenne muscular dystrophy is a severe recessiirk&d form of muscular dystrophy characterizedréygid progression of musi
degeneration, eventually leading to loss of ammraand death. This affliction affects one in $)50ales, making it the most prevalen
muscular dystrophies. In general, only males dectdfd, though females can be carriers. Femaleshmafflicted if the father is afflicted a
the mother is also a carrier/affected. The disoisleaused by a mutation in the dystrophin geregtid in humans on the X chromosome.
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Symptoms of DMD usually appear in male childrenobefage five and may be visible in early infan&rogressive proximal musi
weakness of the legs and pelvis associated witssadf muscle mass is observed first. Eventubis/weakness spreads to the arms, neck
other areas. As the condition progresses, musdag experiences wasting and is eventually reglédgefat and fibrotic tissue. By age
braces may be required to aid in walking but madiepts are wheelchair dependent by age 12. Isstaptoms may include abnormal b
development that lead to skeletal deformities,udiig curvature of the spine. Due to progressieiibration of muscle, loss of movenr
occurs, eventually leading to paralysis. The ayerife expectancy for patients afflicted with DMRries from late teens to early to mid.
twenties. There have been reports of a few DMDepédi surviving to the age of 40, but this is exebnmare.

No Existing Treatment for DMD

There is no known cure for DMD. Treatment is gefigraimed at controlling the onset of symptomsntaximize quality c
life. Corticosteroids such as prednisolene andadatort are commonly used for DMD to increase gnend strength and defer severit
some symptoms. However, the benefits are temponaoglest and are accompanied by detrimental sfgetsfincluding muscle wasting,
deposition and bone loss. Physical therapy is@adga to help maintain muscle strength, flexibitityd function. Orthopedic appliances suc
braces and wheelchairs help to provide structuwgpsrt and improve mobility, and respirators andtiators assist with managi
breathing. There are new treatments in developmogobtentially restore the functionality of a gesmtaining a mutation resulting in DMD
a process called “exon skipping.” The goal of eg&ipping is to realign the translation of genetiformation in the dystrophin gene
promote synthesis of a shortened, but functioraisien of the protein. Exoskipping drugs are still in development stage, ifisdiccessful
is expected that they could slow the course of D8 reduce the severity of the muscle diseasis. aliso possible that these exskippinc
therapies, if successful, may be appropriate amytose patients with very specific mutationshie tlystrophin gene.

RE-001

RE-001 is a novel compound that is being developeteptace dystrophin, the missing protein that hasnbidentified as causi
DMD. Protein replacement therapy is a walbwn tool for many diseases such as insulin fabéies, erythropoietin (EPO) for ane
resulting from chronic kidney disease and myelothsp, and human growth hormone (HGH) for shortuséa chronic renal failure, a
Prader-Willi syndrome, among other conditions.

Figure 2 demonstrates the role of dystrophin ihstability, that is, to bind the muscle cell memufe to the actin filaments required
the mechanical function of muscle cells.

b

dystroglycans sarcoglycans

dystrobrevin Dystrophin anchors the
cellmembrane (known
as the sarcolemma in
o | Muscle cells) to actin
e - | filaments. This provides
vital cell stability.

Figure 2: Role of dystrophin in muscle cell stedaition. RE-001 is designed to replace dystroghidMD boys.

RE-001 is designed to replace dystrophin by providinggcombinant supply of a modified form of a venyikar protein, utrophir
fused to a celpenetrating peptide (TAT) which allows for delivesf/the utrophin protein into the cell where itniseded for structural supp
and integrity.
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In pre-clinical studies, treatment with RE-001 mdx” mice (a strain of mice that lack the muscle protistrophin), an animal moc
for DMD, resulted in reduced creatine kinase exengta marker of muscle damage. Retrophin wilkseereplicate this result in humans, v
creatine kinase as a possible primary endpoinogranary endpoint for a Phase 2 trial.

RE-001 Development Activities

Two papers on use of TATt-UTR have been published. In the first study (Etivesal., PLoS, 2009), the treated mice in the ab
study showed markedly less muscle degradation,easuned by muscle fiber diameter than those treaithdolacebo. Additionally, TATH -
UTR treated mice exhibited better physical mustiength, as measured by muscle force assays.sée@nd study with a more severe mu
impairment (Ervastet al., J. Appl. Physiol.2011), mice with DMD treated with TATH -UTR had a median overall survival of 43.5 days
2.0 days, compared to 30 day4 .8 days for PBS treated mice.

Direct protein replacement as a potential theragpyOuchenne muscular dystrophy has, to the besiuofknowledge, not be
attempted to date.

Planned Phase 1 Clinical Trial

We expect to initiate a Phase 1 clinical study @1 in DMD patients by the end of 2014. We canvig® no assurances that
can successfully start this study. The Phasenicali study will initially explore the tolerabilitand pharmacokinetic behavior of RB1. Dos
amount and frequency will be informed by our iiaimal studies.

Licenses and Royalties
Ligand Licenst

In February 2012, we entered into an agreementupntdo which Ligand agreed to grant us a worldwickense for the developme
manufacture and commercialization of REL (DARA). Under the license agreement, LigandliBgated to transfer to us certain informat
records, regulatory filings, materials and inveptaontrolled by Ligand and relating to or useful fdeveloping RE321. We must u:
commercially reasonable efforts to develop and cemncialize REO21 in specified major market countries and ottmmgries in which w
believe it is commercially reasonable to develog emmmercialize such products.

As consideration for the license, we are requiethake substantial payments upon the achievemertrtdin milestones totaling
to $106.7 million, if all such milestones are asiei@. Should we commercialize RE-1 or any products containing any of these comgsuwe
will be obligated to pay to Ligand an escalatinguaal royalty based on net sales of all such pradutihe license agreement contains ¢
customary clauses and terms as are common in siagitaements in the industry.

Intellectual Property

We hold a worldwide exclusive license under ouerige agreement with Ligand for R4 to three granted U.S. patents as we
foreign counterparts thereof and other patent egfitins and patents claiming priority therefrom.

In the United States, we have a license to issaenps for RE-021, our lead compound, which willreatly expire in 202@®02:
before any patent term extension. In jurisdictisrisch permit such, we will seek patent term extensj for example as provided for in
HatchWaxman Act in the United States, where possiblecétain of our patents. We plan to pursue addifigratents in and outside of
United States covering additional therapeutic useRE-021 from these existing applications. In additioe, will pursue patent protection
any new discoveries or inventions made in the @afour development of RE-021.

If we obtain marketing approval for RE21 or other drug candidates in the United Stateim @ertain jurisdictions outside of |
United States, we may be eligible for regulatorgtection, such as five years of new chemical emitglusivity, seven years of orphan ¢
exclusivity and as mentioned below, up to five geafrpatent term extension potentially availabl¢hie United States under the Hatdkaxmar
Act, 8 to 11 years of data and marketing exclugiypibtentially available for new drugs in the EurapeJnion, up to five years of pat
extension in Europe (Supplemental Protection Geati#), and eight years of data exclusivity potdhtiavailable in Japan. There can b
assurance that we will qualify for any such reguiatexclusivity, or that any such exclusivity wiltevent competitors from seeking appr:
solely on the basis of their own studies. See “Guwvent Regulations” below.
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Our goal is to obtain, maintain and enforce papentection for our products, formulations, procasseethods and other propriet
technologies, preserve our trade secrets, and tepgitout infringing on the proprietary rights ather parties, both in the United States ar
other countries. Our policy is to actively seelotiain, where appropriate, the broadest intelléqit@perty protection possible for our curt
product candidates and any future product candidat®prietary information and proprietary techiggidhrough a combination of contract
arrangements and patents, both in the United Statdsabroad. However, even patent protection mayahlweays afford us with comple
protection against competitors who may seek touaineent our patents. Our proprietary rights may aéquately protect our intellect
property and potential products, and if we canrmtio adequate protection of our intellectual propand potential products, we may no
able to successfully market our potential products.

We will depend upon the skills, knowledge and eigree of our scientific and technical personnelwadl as that of our adviso
consultants and other contractors, none of whiclpatentable. To help protect our proprietary krww, which is not patentable, ¢
inventions for which patents may be difficult totailm or enforce, we will in the future rely on teadecret protection and confidentic
agreements to protect our interests. To this emdphan to require all of our employees, consultaadsisors and other contractors to enter
confidentiality agreements that prohibit the disciee of confidential information and, where apdiearequire disclosure and assignment
of the ideas, developments, discoveries and ingestimportant to our business.

Manufacturing

We intend to continue to use our financial resositoeaccelerate development of our drug candidateer than diverting resource:
establish our own manufacturing facilities. We mteto meet our prelinical and clinical trial manufacturing requirente by establishir
relationships with third-party manufacturers antieotservice providers to perform these servicesufar We do not have any lonerr
agreements or commitments for these services.

Should any of our drug candidates obtain markesipgroval, we anticipate establishing relationshifth thirdparty manufacture
and other service providers in connection with tdwenmercial production of our products. We have sdiegibility in securing othe
manufacturers to produce our drug candidates; hew®ur alternatives may be limited due to proprigtechnologies or methods used in
manufacture of some of our drug candidates.

Sales and Marketing

We currently have no commercial infrastructureotder to commercialize our clinical drug candidateend when they are appro\
for sale in the United States or elsewhere, weng#d to build marketing, sales and distributiopatélities.

We may be subject to various federal and state f@xt®ining to health care “fraud and abuse,” idiclg antikickback laws and fal:
claims laws. Antikickback laws make it illegal for a prescriptionugrmanufacturer to solicit, offer, receive, or payy remuneration
exchange for, or to induce, the referral of busipesluding the purchase or prescription of aipakdr drug. Due to the breadth of the statu
provisions and the absence of guidance in the fufrnegulations and very few court decisions addngsgdustry practices, it is possible t
our practices might be challenged under &mkback or similar laws. False claims laws prohiahyone from knowingly and willing
presenting, or causing to be presented for payneettiirdparty payors (including Medicare and Medicaid) migifor reimbursed drugs
services that are false or fraudulent, claims tems or services not provided as claimed, or cldonsnedically unnecessary items or servi
Our activities relating to the sale and marketihgur products may be subject to scrutiny undes¢haws.

Pricing and Reimburseme

A portion of our future end-user demand for ourgdris for patients covered under Medicaid, Medicaré other governmemglatec
programs such as TRICARE and the Veterans Admatistr (the “VA”). As required by Federal regulations, we will neegtovide rebate
and discounts in connection with these programsa Assult of Medicaid rebates, we may not genaaajenet sales with respect to Medic
sales, but we do generate net sales with respdéetiicare sales, TRICARE sales and sales madetgAh

In addition, it is possible that future legislationthe United States and other jurisdictions cdudenacted which could potenti
impact the reimbursement rates for the productsaeedeveloping and may develop in the future asd abuld further impact the levels
discounts and rebates paid to federal and statergment entities. Any legislation that impacts thaseas could impact, in a significant v
our ability to generate revenues from sales of petalthat, if successfully developed, we bring trket.




Index
Competition

The pharmaceutical and biotechnology industriesirgensely competitive and subject to rapid andifigant technological chang
Most of our competitors are larger than us and hauestantially greater financial, marketing anchtecal resources than we have. If
business strategy is successful, we likely willaait additional competition.

The development and commercialization of new prtsltm treat orphan diseases is highly competitire] we expect considera
competition from major pharmaceutical, biotechngl@gd specialty pharmaceutical companies. As dtralere are, and will likely contini
to be, extensive research and substantial finamegdurces invested in the discovery and developmEnew orphan drug products. (
potential competitors include, but are not limited Genentech, GlaxoSmithKline, Roche, Novartiszé?f Boehringer Ingelheim, Sant
BioMarin, Sarepta, Vertex, and Jazz Pharmaceuticals

We are an early stage company with no history efrations. Many of our competitors have substagtigbre resources than we
including both financial and technical. In additiomany of our competitors have more experience thann preelinical and clinice
development, manufacturing, regulatory and globaihmercialization. We are also competing with academstitutions, government
agencies and private organizations that are coimdusearch in the field of orphan diseases.

Our competition will be determined in part by thetgntial indications for which drugs are develomedl ultimately approved
regulatory authorities. Additionally, the timing ofarket introduction of some of our potential prouor our competitorgdroducts may be i
important competitive factor. Accordingly, the sgdeith which we can develop products, complete ghirgeal testing, clinical trials, appro\
processes, and supply commercial quantities to etaake expected to be important competitive factdfe expect that competition amc
products approved for sale will be based on varfag®rs, including product efficacy, safety, rbllay, availability, price, reimbursement, &
patent position.

Clinical Testing of Our Products in Development

Each of our products in development, and likelyfaiire drug candidates we develop, will requiréeasive prezlinical and clinice
testing to determine the safety and efficacy of pheduct applications prior to seeking and obtajniegulatory approval. This proces:
expensive and time consuming. In completing theakst we are dependent upon thpdrty consultants, consisting mainly of investigatanc
collaborators, who will conduct such trials.

We and our third-party consultants conduct gieical testing in accordance with Good Laborat&nactices, or GLP, and clini
testing in accordance with Good Clinical Practitandards, or GCP, which are international ethioal scientific quality standards utilized
pre-clinical and clinical testing, respectively. GCRhg standard for the design, conduct, performamojtoring, auditing, recording, analy
and reporting of clinical trials, and is requiredthe FDA to be followed in conducting clinicalats.

Government Regulations
United States — Marketed Products

In the United States, the FDA regulations govem rissearch, development, testing, manufacturejtguantrol, labeling, storag
record-keeping, approval, sale, distribution, atisiilg and promotion of our products.

The FDA may withdraw product approval for noompliance with regulatory requirements or if safat efficacy problems occur af
the product reaches the market. The FDA also leapdkwver to require changes in labeling or to prefenther marketing of a product basec
the results of post-marketing programs.

The facilities, procedures, and operations of amnt@act manufacturers must be determined to beuzsdedy the FDA before a n
drug application (an “NDA") or supplemental new drapplication (“sNDA”) is approved. Additionallypanufacturing facilities are subjec
inspections by the FDA for compliance with currgnbd manufacturing practices, licensing speciforatj and other FDA regulations on an or
going basis. Vendors that supply our finished potslwr components used to manufacture, packagdaheti products are subject to sim
regulations and periodic inspections.

Following such inspections, the FDA may issue regtion Form 483 and issue Warning Letters that coale us to modify cert:
activities identified during the inspection. The AYenerally issues a Form 483 notice at the commusf an FDA inspection and li
conditions the FDA investigators believe may vielaGMP or other FDA regulations. FDA guidelinescifyethat a Warning Letter be isst
only for violations of “regulatory significancddr which the failure to adequately and prompthhiage correction may be expected to rest
an enforcement action.
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In addition, the FDA imposes a number of complegutatory requirements on entities that advertisg mromote pharmaceutice
including but not limited to, standards and regalz for direct-to-consumer advertising, paymeatphysicians, off-label promotion, industry-
sponsored scientific and educational activities @mnotional activities involving the internet.

Failure to comply with FDA and governmental regaas can result in fines, unanticipated compliaexgenditures, recall or seiz!
of products, total or partial suspension of progurctand/or distribution, suspension of the FBAkview of NDAs or sNDAs, injunctior
disqualification from participation in governmeerimbursement programs and criminal prosecution. éfrthese actions or events could ha
material adverse effect on us both financially esplitationally.

United States — Drug Candidates
FDA Process

The research, development, testing, manufactubelitey, promotion, advertising, distribution andrieting, among other things,
drug products are extensively regulated by goventateuthorities in the United States and othemtrdes. In the United States, the F
regulates drugs under the Federal Food, Drug, arain@tic Act (the “FDCA”)and its implementing regulations. Failure to comyith the
applicable U.S. requirements may subject us to adinative or judicial sanctions, such as FDA rafu® approve pending NDAs, warn
letters, fines, civil penalties, product recallgyduct seizures, total or partial suspension oflpetion or distribution, injunctions and/or crimi
prosecution.

Drug Approval Process.

None of our drug product candidates may be markgtettie United States until the drug has receiv@d\Fapproval. The ste|
required before a drug may be marketed in the drtates generally include the following:

« Completion of extensive pre-clinical laboratoryt¢esanimal studies, and formulation studies in edaoce with the FDA
GLP regulations

« Completion of extensive pre-clinical laboratoryttesanimal studies, and formulation studies in edaoce with the FDA
GLP regulations

« Submission to the FDA of an IND for human clini¢asting, which must become effective before humaricel trials ma
begin;

« Performance of adequate and wahtrolled human clinical trials to establish trefety and efficacy of the drug for ei
proposed indicatior

« Submission to the FDA of an NDA after completioratifpivotal clinical trials;

« Satisfactory completion of an FDA papproval inspection of the manufacturing facility facilities at which the acti
pharmaceutical ingredient, or API, and finishedgdpuoduct are produced and tested to assess comgphigth cGMPs; an

« FDA review and approval of the NDA prior to any amercial marketing or sale of the drug in the UniGdtes.

The development and approval process requires atiattime, effort and financial resources, and ea@not be certain that ¢
approvals for our product candidates will be grdrie a timely basis, if at all.

Expedited Review and Approval.

The FDA has various programs, including Fast Tramigrity review and accelerated approval, whick artended to expedite
simplify the process for reviewing drugs, and/optovide for approval on the basis of surrogatepeits. Even if a drug qualifies for one
more of these programs, the FDA may later decidettie drug no longer meets the conditions forioation or that the time period for FC
review or approval will be shortened. Generallyugd that may be eligible for these programs aresehfor serious or lifethreatenin
conditions, those with the potential to address einmedical needs, and those that offer meaningénkefits over existing treatments.
example, Fast Track is a process designed to titeilthe development, and expedite the review ofsito treat serious diseases and fi
unmet medical need. Priority review is designedit@ drugs that offer major advances in treatmengrovide a treatment where no adeq
therapy exists an initial review within 6 monthscasnpared to a standard review time of 12 montitsofigh Fast Track and priority review
not affect the standards for approval, the FDA waitempt to facilitate early and frequent meetingth a sponsor of a Fast Track design
drug and expedite review of the application foragddesignated for priority review. Accelerated iegpal provides an earlier approval of dr
to treat serious diseases, and that fill an unnestical need based on a surrogate endpoint, whigHaboratory measurement or physical
used as an indirect or substitute measurementseptiiag a clinically meaningful outcome. As a cdiodi of approval, the FDA may requ
that a sponsor of a drug receiving acceleratedoapperform post-marketing clinical trials.
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Patent Term Restoration and Marketing Exclusivity.

Depending upon the timing, duration and specificEA approval of the use of our drugs, some of OUB. patents may be eligil
for limited patent term extension under the Drug€Competition and Patent Term Restoration Act384, referred to as the Hatgtlaxmar
Amendments. The HatcWaxman Amendments permit a patent restoration tdrap to five years as compensation for patent teshduring
product development and the FDA regulatory revieacpss. However, patent term restoration cann@nexthe remaining term of a pai
beyond a total of 14 years from the product’s aparalate. The patent term restoration period isegdly onehalf the time between t
effective date of an IND, and the submission détaroNDA, plus the time between the submission ddétan NDA and the approval of tl
application. Only one patent applicable to an apgdodrug is eligible for the extension and the esign must be applied for prior to expiral
of the patent. The U.S. Patent and Trademark Qfficéghe USPTO, in consultation with the FDA, revéeand approves the application for
patent term extension or restoration. In the fyture intend to apply for restorations of patentrtéor some of our currently owned or licen
patents to add patent life beyond their currentrakipn date, depending on the expected lengthiwital trials and other factors involved in
submission of the relevant NDA.

Data and market exclusivity provisions under theCRDalso can delay the submission or the approvalesfain applications. Tl
FDCA provides a five-year period of n@atent exclusivity within the United States to tinst applicant to gain approval of an NDA for aw
chemical entity. A drug is a new chemical entityhié€ FDA has not previously approved any other dewg containing the same active moi
which is the molecule or ion responsible for thécscof the drug substance. During the exclusipiéyiod, the FDA may not accept for rev
an abbreviated new drug application, or ANDA, @0&(b)(2) NDA submitted by another company for &eotversion of such drug where
applicant does not own or have a legal right ofmefice to all the data required for approval. Havean application may be submitted ¢
four years if it contains a certification of patémtalidity or noninfringement. The FDCA also provides three yearmafketing exclusivity fc
an NDA, 505(b)(2) NDA or supplement to an existMDA if new clinical investigations, other than bi@dlability studies, that were conduc
or sponsored by the applicant are deemed by the el essential to the approval of the applicationexample, for new indications, dosa
or strengths of an existing drug. This thgear exclusivity covers only the conditions assetlawvith the new clinical investigations and ¢
not prohibit the FDA from approving ANDAs or 505(B) NDAs for drugs containing the original activgeat. Five-year and threea
exclusivity will not delay the submission or appabef a full NDA; however, an applicant submittiagull NDA would be required to condt
or obtain a right of reference to all of the priiclal studies and adequate and weahtrolled clinical trials necessary to demonstsatiety an
effectiveness.

Foreign Regulation

In addition to regulations in the United States, wil be subject to a variety of foreign regulatiogoverning clinical trials ai
commercial sales and distribution of our produtthether or not we obtain FDA approval for a prodwe¢ must obtain approval by
comparable regulatory authorities of foreign coiastibefore we can commence clinical trials and eygdrof foreign countries or econor
areas, such as the European Union, before we me§etnmaoducts in those countries or areas. Themapprocess and requirements gover
the conduct of clinical trials, product licensimgicing and reimbursement vary greatly from plageplace, and the time may be longe
shorter than that required for FDA approval.

Other Laws and Regulatory Processes

We are subject to a variety of financial disclosanel securities trading regulations as a publicgaomg in the United States, includ
laws relating to the oversight activities of thec@dties and Exchange Commission, or SEC, anduif aapital stock becomes listed o
national securities exchange, we will be subjedhtregulations of such exchange on which oureshare traded. In addition, the Finar
Accounting Standards Board, or FASB, the SEC, d@hdrdodies that have jurisdiction over the fornd aontent of our accounts, our finan
statements and other public disclosure are comgtdistussing and interpreting proposals and engsfironouncements designed to ensure
companies best display relevant and transparemtnidtion relating to their respective businesses.

Our present and future business has been andosilinuie to be subject to various other laws andlegmns. Various laws, regulatic
and recommendations relating to safe working caomt laboratory practices, the experimental usarofmals, and the purchase, stor
movement, import and export and use and disposadrdrdous or potentially hazardous substancesinsmmhnection with our research w
are or may be applicable to our activities. Certinreements entered into by us involving exclubagnse rights or acquisitions may be sutk
to national or supranational antitrust regulatoopteol, the effect of which cannot be predictede Txtent of government regulation, wk
might result from future legislation or administvat action, cannot accurately be predicted.
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Employees

As of the date of this report, we employed eightpkayees, each of whom is fuilne and five consultants provide signific
assistance to us. To successfully develop our dangidates, we must be able to attract and retgiiyhskilled personnel. We anticipate hir
up to 15 additional full-time employees devoted development activities and up to 5 additional fiftke employees for general ¢
administrative activities over the next few yedrsaddition, we intend to use clinical researchamigations and third parties to perform
clinical studies and manufacturing.

Organization and Consolidated Subsidiaries
We do not have any active subsidiaries and allofassets and operations are maintained by Retrophi
Item 1A. Risk Factors

Our business, as well as our common stock, arehgpgeculative in nature and involve a high degrvéesk. Our securities should
purchased only by persons who can afford to los& #ntire investment. You should carefully coesithe risks and uncertainties descril
below together with all of the other informatiorcimded herein, including the financial statememsl aelated notes, before deciding to in
in our common stock. If any of the following riglkctually occur, they could adversely affect ouribess, prospects, financial condition :
results of operations. In such event(s), the nmtapgace of our common stock could decline and youwld lose part or all of you
investment. Accordingly, prospective investorsukhaarefully consider, along with other matterder@ed to herein, the following risk factc
in evaluating our business before purchasing angusfcommon stock.

Risks Related to Our Business

We are still in the development state and have geherated any revenues.

From inception through December 31, 2012, we hagerred net losses of approximately $33.61 milkol negative cash flows frc
operating activities of approximately $3.52 millidBecause it takes years to develop, test androbégjulatory approval for our treatme
before they can be sold, we likely will continueinigur significant losses and cash flow deficieadier the foreseeable future. Accordingl

may never be profitable and, if it does becomeifatole, it may be unable to sustain profitability.

We have incurred operating losses since our inceptiWe expect to incur operating losses for thedseeable future and may ne
achieve or maintain profitability.

Since inception, we have incurred significant opagalosses. Our net loss attributable to commouoldtolders was $30.34 million 1
the year ended December 31, 2012. As of Decenthe2®@.2, we had an accumulated deficit of $33.6liani To date, we have financed |
operations primarily by raising capital throughvate placements of our securities. We have devatbdtantially all of our efforts to resea
and development, specifically our preclinical deypshent activities. We have not completed develogroéany drugs. We expect to conti
to incur significant and increasing operating Iesk& at least the next several quarters and weusable to predict the extent of any fu
losses. We anticipate that our expenses will Begesubstantially as we:

« begin Phase 2 clinical development of RE-021 ferttkatment of FSGS;

« continue our ongoing preclinical development of & for the treatment of PKAN, and potentially breglinical trials o
RE-024;

« continue our ongoing preclinical development atigi of REOO1 for the treatment of DMD, and potentially beglimical
trials of RE-001;

« continue the research and development of additipraluct candidates;
« seek regulatory approval of RE-021, RE-024, RE-&3d additional product candidates;

« establish a sales and marketing infrastructur@tongercialize products for which we may obtain regaiy approval; and
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« add operational, financial, and management infolomasystems and personnel, including personneluppart of produc
development efforts and our obligations as a pul@impany

To become and remain profitable, we must succeatbueloping and commercializing drugs with sigrafit market potential. Tt
will require us to be successful in a range of lemgling activities, including the discovery of pumtl candidates, successful completio
preclinical testing and clinical trials of our prad candidates, obtaining regulatory approval f@se product candidates and manufactt
marketing and selling those products for which waynobtain regulatory approval. We are only in freliminary stages of the
activities. We may never succeed in these aaiviind may never generate revenues that are laoggteto achieve profitability. Even if
do achieve profitability, we may not be able totairsor increase profitability on a quarterly omaal basis. Our failure to become or rer
profitable could depress the market price of ounemwn stock and could impair our ability to rais@ital, expand our business, diversify
product offerings or continue our operations. Alae in the market price of our common stock woalslo cause you to lose a part or a
your investment

We are an early stage corporation. Our limited openg history makes it difficult to evaluate ourucrent business and futur
prospects, and our profitability in the future isncertain.

We commenced operations in 2011 and are a newy stfle company. As of the date of this filing, lneve not generated ¢
revenues. Our operations to date have been limitedganizing and staffing our company, licensimgl developing our technology, planr
for clinical studies of RE-021, developing a viabtanufacturing route for RE-001, planning piiical studies and limited clinical studies
RE-001 and REBX24. We have not yet demonstrated our abilityuccessfully begin or complete clinical trials, abtaegulatory approval
manufacture a commerciatale product or arrange for a third party to d@smur behalf, or conduct sales and marketingities necessa
for successful product commercialization. Consetjyeany predictions you make about our future ggscor viability may not be as accu
as they would be if we had a longer operating hysto

Our company faces the problems, expenses, difiésyltomplications and delays, many of which argohd our control, associai
with any business in its early stages and has eoatipg history on which an evaluation of our pexstp can be made. Such prospects sl
be considered in light of the risks, expenses aiffitudties frequently encountered in the estahiignt of a business in a new indus
characterized by a number of market entrants atesh$e competition, and in the shift from develophtercommercialization of new produ
based on innovative technologies. There can keseorance that we will ever generate revenues dpmations.

There can be no assurance that revenues from predies will ever be achieved. Moreover, even & generate revenues fr
product sales arrangements, we may incur signifioparating losses over the next several years.ability to achieve profitable operations
the future will depend in large part upon succdssklicensing of products approved by the United St&tederal Drug Administration (t
“FDA"), selling and manufacturing these products, completievelopment of its products, obtaining regulatapprovals for these produr
and bringing these products to market. The lilogih of the longerm success of our company must be considereighn ¢f the expense
difficulties and delays frequently encountered lie development and commercialization of new drugdpets, competitive factors in 1
marketplace, as well as the regulatory environrmrenthich we operate.

In addition, as a new business, we may encountésreseen expenses, difficulties, complicationsageland other known a
unknown factors.

Product liability lawsuits against us could causes @o incur substantial liabilities and to limit comercialization of any produc
that we may develop.

We face an inherent business risk of exposuregiwifgiant product liability and other claims in tkgent that the use of our prodt
cause, or is alleged to have caused, adverse ffeatthermore, our products may cause, or mayaagpehave caused, adverse side ef
(including death) or potentially dangerous dru@iattions that we may not learn about or underdtalhduntil the drug has been administe
to patients for some time. The withdrawal of a prtdollowing complaints and/or incurring signifitacosts, including the requirement to
substantial damages in personal injury cases alugtdiability cases, could have a material advef§ect on our business, financial condi
and results of operations and could cause the maakee of our common stock to decline. Our prodiadiility insurance coverage may not
sufficient to cover our claims and we may not bie &b obtain sufficient coverage at a reasonabét icothe future.
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We may become involved in infringement actions whiare uncertain, costly and timeensuming and could have a mater
adverse effect on our business, financial conditiamd results of operations and could cause the n®rkalue of our common stock
decline.

The pharmaceutical industry historically has getest substantial litigation concerning the manufisgtuse and sale of products
we expect this litigation activity to continue. Asresult, we expect that patents related to ouduymms will be routinely challenged, and
patents may not be upheld. In order to protecinforee patent rights, we may initiate litigationaast third parties. If we are not successfi
defending an attack on our patents and maintaiekatusive rights to market one or more of our majarducts still under patent protection,
could lose a significant portion of sales in a velnprt period. We may also become subject to igéiment claims by third parties and may t
to defend against charges that we violated paterttse proprietary rights of third parties. If wdringe the intellectual property rights of oth
we could lose our right to develop, manufactursadl products, including our generic products, @uld be required to pay monetary dam:
or royalties to license proprietary rights fromrthparties. The outcomes of infringement actionuareertain and infringement actions are cc
and divert technical and management personnel fham normal responsibilities.

We are subject to various laws and regulations, liding "fraud and abuse" laws and antbribery laws, and a failure to comg
with such laws and regulations or prevail in anytilation related to noncompliance could have a m@d adverse impact on our busine:
financial condition and results of operations andauld cause the market value of our common stocldezline.

Pharmaceutical and biotechnology companies hawadflavsuits and investigations pertaining to violas of health careffaud ani
abuse” laws, such as the federal False ClaimstAetfederal Anti-Kickback Statute, the U.S. Fore@orrupt Practices Act (the “FCPA3nc
other state and federal laws and regulations. \&& falce increasingly strict data privacy and séglaivs in the U.S. and in other countries,
violation of which could result in fines and otteanctions. The United States Department of Healthtduman Services Office of Inspec
General recommends and, increasingly states, eeghiarmaceutical companies to have comprehensiwplnce programs and to discl
certain payments made to healthcare providersratsfgpent on marketing and promotion of drug prtedutwe are in violation of any of the
requirements or any such actions are instituteéhagas, and we are not successful in defendingaedues or asserting our rights, those ac
could have a significant impact on our businesslugting the imposition of significant fines, exdis from federal healthcare program:
other sanctions.

The FCPA and similar worldwide artiribery laws generally prohibit companies and thetermediaries from making improj
payments to officials for the purpose of obtainmrgretaining business. Our policies mandate compéawith these anb¥ibery laws. W
operate in many parts of the world that have expegd governmental corruption to some degree ao€rtain circumstances, strict complia
with antibribery laws may conflict with local custs and practices or may require us to interact daitttors and hospitals, some of which |
be state controlled, in a manner that is differi@in in the U.S. and Canada. We cannot assure haiuotir internal control policies a
procedures will protect us from reckless or crirhimets committed by our employees or agents. Mimtat of these laws, or allegations of s
violations, could disrupt our business and resultriminal or civil penalties or remedial measum@sy of which could have a material adv:
effect on our business, financial condition andiltssof operations and could cause the market vaflweir common stock to decline.

We will need substantial additional funding and médpe unable to raise capital when needed, which wbfdrce us to delay, redu
or eliminate our product development programs omamercialization efforts.

We expect our general, research and developmensgp to increase in connection with our ongoirityities, particularly as w
begin Phase 2 clinical study of RE-021, and as eordircue toward Phase 1 clinical studies of RE-06d RE-024, and for any latetagt
clinical trials of our product candidates. In adtit subject to obtaining regulatory approval of af our product candidates, we expect to i
significant commercialization expenses for prodsates and marketing, securing commercial quantfiggoduct from our manufacturers, i
product distribution. We currently have no addiibcommitments or arrangements for any additionaricing to fund the research
development and commercial launch of our producticiates.

We believe that our existing cash and cash ecqeivsland marketable securities, will be sufficienénable us to fund our operal
expenses and capital expenditure requirementsaitrigbst the fourth quarter of 2013. Additionaida may not be available to Retrophin w
we need them on terms that are acceptable to s, at. If adequate funds are not available tmns timely basis, we may be require
reduce or eliminate research development prograrasromercial efforts.

Our future capital requirements will depend on ynfattors, including:

« the progress and results of our pre-clinical andaal studies of RE-021, RE-001, RE-024, and otlreg candidates;
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« the costs, timing and outcome of regulatory revidwur product candidates;
« the number and development requirements of otheetymt candidates that we pursue;
« the costs of commercialization activities, incluglproduct marketing, sales and distribution;
» the emergence of competing technologies and otharse market developments;

» the costs of preparing, filing and prosecuting patapplications and maintaining, enforcing and ddiieg intellectue
property related claim:

« the extent to which we acquire or invest in bussessproducts and technologies; and
« our ability to establish collaborations and obtaittestone, royalty or other payments from any stmlaborators.

Any additional funds that we obtain may not be oerins favorable to us or our stockholders or may u@e us to relinquist
valuable rights.

Until such time, if ever, as we generate stablapeb revenue to finance our operations, we exmefihnce our cash needs thro
public or private equity offerings and debt finamgs, corporate collaboration and licensing arrareggmand grants from patient advoc
groups, foundations and government agencies. Ifraige additional funds by issuing equity securjtieasr stockholders will experier
dilution. Debt financing, if available, may inva@\agreements that include covenants limiting atrictisig our ability to take specific actiol
such as incurring additional debt, making capiiglenditures or declaring dividends, and may incliglets that are senior to the holders of
common stock. Any debt financing or additional ¢gtihat we raise may contain terms, such as ligiadaand other preferences, which are
favorable to us or our stockholders. If we raisditohal funds through collaboration and licensargangements with third parties, it may
necessary to relinquish valuable rights to our tetgies, future revenue streams, research progoampeoduct candidates or to grant licer
on terms that may not be favorable to us or owks$tolders.

Our management has identified internal control defencies, which our management believes constituaterial weaknesses. A
future material weaknesses or deficiencies in oatdrnal control over financial reporting could harnstockholder and business confider
on our financial reporting, our ability to obtainihancing and other aspects of our business.

In connection with the preparation of our auditéthamcial statements for the period from March 1Q1P (inception) throug
December 31, 2011 and the year ended Decembel032, dur independent auditors advised managemanatmaterial weakness existe:
internal control over financial reporting and ousalosure controls. Although we are committed dotmuing to improve our internal cont
processes, and although we will continue to dilityeand vigorously review our internal control oviarancial reporting, any control syste
regardless of how well designed, operated and etedy can provide only reasonable, not absolutgyrasce that its objectives will
met. Therefore, we cannot be certain that, infiiere, additional material weaknesses or significdeficiencies will not exist or otherwise
discovered. If our efforts to address the weakidsstified are not successful, or if other defidiess occur, these weaknesses or deficie
could result in misstatements of our results ofraflens, restatements of our financial statemeatdecline in our stock price and inve:
confidence or other material effects on our businesputation, results of operations, financialditon or liquidity.

Our auditors have expressed doubt about our abitiycontinue as a going concern.

The Independent Registered Public Accounting FrRéport issued in connection with our auditedrfaial statements for the per
from March 11, 2011 (inception) through December 3@11 and the year ended December 31, 2012 stat#édthe Company, as
development stage enterprise, is subject to riskb uncertainties as to whether it will be able atse capital and commence its plar
operations. These conditions raise substantial tdalut the Company’s ability to continue as a gaioncern.”Because we have been iss
an opinion by our auditors that substantial dowiste as to whether it can continue as a going eandt may be more difficult to attr:
investors.
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If we are unable to obtain and maintain protectidor the intellectual property relating to our tectology and products, the value
our technology and products will be adversely atfet.

Our success will depend in large part on our gbitit obtain and maintain protection in the Unitedt&s and other countries for
intellectual property covering, or incorporatedoinbur technology and products. The patent sitnatio the field of biotechnology a
pharmaceuticals generally is highly uncertain amglves complex legal, technical, scientific andtf@al questions. We may not be abl
obtain additional issued patents relating to oahm@logy or products. Even if issued, patents @dgoeus or our licensors may be challen
narrowed, invalidated, held to be unenforceableimmumvented, which could limit our ability to stagpmpetitors from marketing simi
products or reduce the term of patent protectiormag have for our products. Changes in either pdad&s or in interpretations of patent le
in the United States and other countries may dwhinthe value of our intellectual property or narrdlae scope of our pate
protection. Currently we have no patent protectorRE-001. We have composition of matter patentRE0O21 that were filed in July 19¢
and we have filed a patent application on ®E-in April 2012. We expect that in addition ke tprotection afforded by our patent filings
we will be able to extend our intellectual protentiby up to five years, via the provisions of Hetch-Waxman Act.

The degree of future protection for our proprietagits is uncertain, and we cannot ensure that:

« we or our licensors were the first to make the imicans covered by each of our pending patent agiiios;
« we or our licensors were the first to file patepplécations for these inventions;
« others will not independently develop similar deabative technologies or duplicate any of our tetbgies;

« any patents issued to us or our licensors thatigeom basis for commercially viable products witbyide us with an
competitive advantages or will not be challengedHind parties

» we will develop additional proprietary technologtbat are patentable;

« we will file patent applications for new proprietaechnologies promptly or at all;

« the claims we make in our patents will be uphelgatent offices in the United States and elsewhere;
« our patents will not expire prior to or shortlyaftommencing commercialization of a product; and

the patents of others will not have a negativectfd@ our ability to do business.

We have negotiated a license agreement for thésrighRE-021 (PS433540) from Ligand Pharmaceutit¢ats (“Ligand” or ‘Liganc
Pharmaceuticals”)We cannot be certain when or if we will file fortpat protection for different indications, and wanoot be certain if v
would be successful in obtaining these patentsf we will be able to enforce these patents. If are unsuccessful in obtaining patents
different uses of RE-021 we may not be able to stoppetitors from marketing similar products.

We have filed a provisional patent applicatiorthia United States on the composition of B& as a treatment for pantothenate ki
associated neurodegeneration. We cannot be céhntainve will have completed sufficient experiméntark to enable this patent applicat
by the one year anniversary of the applications thay result in our losing our priority date. \&&nnot be certain that this application wil
granted, or that the claims we have made will bewald by the patent office. Further, we have nledffor patent protection outside of
United States for RB24. We cannot be certain that we will filed fatgnt protection outside the United States, or évan if we do ar
patents(s) will be granted.

We are in the process of licensing patents andnpatpplications on the core technology of ®B- from both the University
Minnesota and the University of Wisconsin. We agrive certain that we will be successful in seautimese rights and we cannot be ce
that we will be able to obtain these rights witinéfcial terms. We also cannot be certain that mpmting organization will obtain rights
these patents and applications. To the best okmawledge, patent protection for the technologywich our lead compound, RED1 is base
have not been filed outside of the United Stai&®& cannot be certain when or if we will file fortpat protection outside of the United Ste
and we cannot be certain if we would be successfabtaining these patents or if we will be ablestdorce these patents. If patents are
issued in respect of our pending patent applicatisr® may not be able to stop competitors from etang similar products in Europe and ot
countries in which we do not have issued patents.

We currently have no issued patents or pendindicgipons covering methods of using or composit@inRE-001 outside of tt
United States. We intend to seek orphan medicinadiyct designation and to rely on statutory datelussivity provisions in jurisdictior
outside the United States where such protectiomsaailable, including Europe. The patent right the are seeking to license relating to
product candidates are limited in ways that magafbur ability to exclude third parties from cortipg against us if we obtain regulat
approval to market these product candidates.
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Our patents also may not afford us protection agaiompetitors with similar technology. Becausespaapplications in the Unit
States and many other jurisdictions are typicatly published until 18 months after filing, or innse cases not at all, and because publice
of discoveries in the scientific literature oftexglbehind the actual discoveries, neither we nollioensors can be certain that we or they
the first to make the inventions claimed in outhwir issued patents or pending patent applicationthat we or they were the first to file
protection of the inventions set forth in theseepatapplications. If a third party has also filetVaited States patent application covering
product candidates or a similar invention, we mayehto participate in an adversarial proceedingwknas an interference, declared by
United States Patent and Trademark Office to determriority of invention in the United States. Thests of these proceedings coulc
substantial and it is possible that our effortslddie unsuccessful, resulting in a loss of our &thiStates patent position.

We license patent rights from thirgarty owners. If such owners do not properly or sessfully obtain, maintain or enforce tl
patents underlying such licenses, our competitivasition and business prospects will be harm

We have negotiated a license agreement for thesrigth REO21 (PS433540) from Ligand Pharmaceuticals. We wwagr int
additional licenses to thirdarty intellectual property in the future. Our sess will depend in part on the ability of our tisers to obtail
maintain and enforce patent protection for ourrlge intellectual property, in particular, thoséepés to which we have secured or may se
exclusive rights. Our licensors may not succebsfubsecute the patent applications to which weel@ensed. Even if patents issue in res
of these patent applications, our licensors maytdainaintain these patents, may determine noutsye litigation against other companies
are infringing these patents, or may pursue suigation less aggressively than we would. Withprdtection for the intellectual property
license, other companies might be able to offestrtiially identical products for sale, which coaldversely affect our competitive busir
position and harm our business prospects.

If we fail to comply with our obligations in the agements under which we license intellectual profyerights from third parties o
otherwise experience disruptions to our businessatienships with our licensors, we could lose licgmn rights that are important to o
business.

We cannot be certain that we will be successfulmiaintaining the covenants required in our licengee@ment with Ligar
Pharmaceuticals or other third party licensors, amd cannot be certain that we will be able to naamtthese rights with benefic
terms. Under our license agreement with Ligandfhaeuticals, composition of matter patents for(RE; are set to expire in 2019.

If we are unable to protect the confidentiality afur proprietary information and knowhow, the value of our technology a
products could be adversely affecte

We seek to protect our knolew and confidential information, in part, by caldntiality agreements with our employees, corp
partners, outside scientific collaborators, spoedaesearchers, consultants and other advisorsal¥éehave confidentiality and invention
patent assignment agreements with our employee®andonsultants. If our employees or consultanémth these agreements, we may
have adequate remedies for any of these breacheddltion, our trade secrets may otherwise bedam®n to or be independently develo
by others. Enforcing a claim that a party illegadlgtained and is using our trade secrets is diffi@xpensive and time consuming, and
outcome is unpredictable. In addition, courts aedhe United States may be less willing to protedde secrets. Costly and time consur
litigation could be necessary to seek to enforak determine the scope of our proprietary rightsl failure to obtain or maintain trade se
protection could adversely affect our competitivsibess position.

If we infringe or are alleged to infringe the int&ctual property rights of third parties, it will dversely affect ot
business. Intellectual property disputes could vég us to spend time and money to address sucputiss and could be unsuccessful anc
limit our intellectual property rights.

Our research, development and commercializatioivites, as well as any product candidates or petsluesulting from the:
activities, may infringe or be accused of infringione or more claims of an issued patent or mawitiin the scope of one or more claims
published patent application that may subsequésglye and to which we do not hold a license orratigats. Third parties may own or coni
these patents or patent applications in the UrBtates and abroad. These third parties could lofaims against us that would cause us to |
substantial expenses and, if successful againsious] cause us to pay substantial damages. Fuitleepatent infringement suit were brou
against us, we or they could be forced to stopetaydresearch, development, manufacturing or sdlé®e product or product candidate th:
the subject of the suit.

No assurance can be given that patents do not égige not been filed, or could not be filed ouess, which contain claims cover
our products, technology or methods. Because ofitineber of patents issued and patent applicatidsih our field, we believe there is a't
that third parties may allege they have patentisighcompassing our products, technology or methods

We are aware, for example, of United States patanis corresponding international counterparts,eivoy third parties that cont:
claims related to treating DMD using a direct proteplacement strategy. If any third party patemése to be asserted against us we di
believe that our proposed products would be foundftinge any valid claim of these patents. If were to challenge the validity of any iss
United States patent in court, we would need toame a presumption of validity that attaches terg\patent. This burden is high and wc
require us to present clear and convincing evidaisa® the invalidity of the patesttlaims. There is no assurance that a court wigaddn oul
favor on infringement or validity.
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In order to avoid or settle potential claims wi#spect to any of the patent rights described abowny other patent rights of th
parties, we may choose or be required to seelead&from a third party and be required to payhBeefees or royalties or both. These lice
may not be available on acceptable terms, or ateakn if we or our future collaborators were atdeobtain a license, the rights may
nonexclusive, which could result in our competitgesning access to the same intellectual propéitymately, we could be prevented fri
commercializing a product, or be forced to ceasmes@spect of our business operations, if, as atrefwuactual or threatened pat
infringement claims, we are unable to enter interises on acceptable terms. This could harm oimdssssignificantly.

Others may sue us for infringing their patent rigbt file nullity, opposition or interference prectngs against our patents, eve
such claims are without merit, which would simiyaharm our business. Furthermore, during the coofdigigation, confidential informatic
may be disclosed in the form of documents or testiynin connection with discovery requests, depmsdior trial testimony. Disclosure of
confidential information and our involvement inetiectual property litigation could materially adsely affect our business.

There has been substantial litigation and othecg®dings regarding patent and other intellectugbgnty rights in the pharmaceuti
and biotechnology industries. In addition to inflfment claims against us, we may become a pargther patent litigation and ott
proceedings, including interference proceedingdaded by the United States Patent and TrademarceO#nd opposition proceedings in
European Patent Office, regarding intellectual proprights with respect to our products and tedtupy Even if we prevail, the cost to us
any patent litigation or other proceeding couldshbbstantial.

Some of our competitors may be able to sustairctis¢és of complex patent litigation more effectivéian we can because they
substantially greater resources. In addition, amgettainties resulting from any litigation couldsificantly limit our ability to continue o
operations. Patent litigation and other proceedimgg also absorb significant management time.

Many of our employees were previously employedraversities or other biotechnology or pharmacelticanpanies, including o
competitors or potential competitors. We try tougesthat our employees do not use the proprietdormation or knowhow of others in the
work for us. However, we may be subject to claifmst ve or these employees have inadvertently araibe used or disclosed intellect
property, trade secrets or other proprietary infation of any such employeeformer employer. Litigation may be necessaryefedd again:
these claims and, even if we are successful innd@ig ourselves, could result in substantial ctstss or be distracting to our managemel
we fail to defend any such claims, in addition &yipg monetary damages, we may jeopardize valuabddlectual property rights, disclc
confidential information or lose personnel.

We face substantial competition, which may resuit athers discovering, developing or commercializipgoducts before or mo
successfully than we do. Our operating resultshwilffer if we fail to compete effectivel

We face competition from pharmaceutical compamebé FSGS and DMD indication and will likely fasienilar competition in oth:
indications, including PKAN, because competitioritie area of pharmaceutical products is intender& are many companies, both public
private, including welknown pharmaceutical companies, which are engag#tkidevelopment of products for certain of theliaptions bein
pursued by Retrophin, such as DMD, PKAN, and FSGS.

The following biotechnology and pharmaceutical camips are working on developirgptential treatments for DMD and h
products which are currently in or have completeel following clinical stages: GlaxoSmithKline/Peosa and Santhera/Takeda (Phas
Acceleron Pharma/Shire, Sarepta Therapeutics, B)riRrosensa and PTC Therapeutics (Phase 2); argt®&d herapeutics and Tivor:
Pharmaceuticals and possibly others (Preclinicaiditionally, several FDA approved drugs for othiedications are being tested in clini
trials for DMD, including prednisone, sildenafiltreite (sold under the trademark Viagra, among ejhand IGFL. There are also clinic
studies underway evaluating possible treatmentsF®GS. For example, Sanofi (Genzyme) is engaged Phase 2 clinical study
Fresolimumab to treat FSGS, and Sunnybrook Medieaiter has announced plans for a Phase 2 cliiody ®f Rituxan to treat FSGS. Al
Fibrogen is developing an anti-Connective Tissuewdn Factor (CTGF) antibody as a possible treatfamESGS.

A clinical study of Deferiprone as a potential traant for PKAN has been reported. Additionally, teieve that an organizati
called TIRCON is working on a possible treatmemtF&AN using pantethine derivatives.
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Several of our competitors have substantially grefihancial, research and development, distrilmjtimanufacturing and marketi
experience and resources than we do and repragestaatial longerm competition for us. Other companies may sedde developing ar
marketing products that are more effective andéss Icostly than any products that may be develapddmarketed by Retrophin, or that
commercially accepted before any of our produ&isctors affecting competition in the pharmaceutaad drug industries vary, depending
the extent to which a competitor is able to achiaveompetitive advantage based on its proprietiirtology and ability to market and
drugs. If we are able to establish and maintagigaificant proprietary position with respect tor qaroducts, competition likely will depe
primarily on the effectiveness and ease of adnratisin and product compliance as compared to altem products. The industry in which
compete is characterized by extensive researchdamdlopment efforts and rapid technological progireslithough we believe that ¢
proprietary position may give us a competitive adage with respect to its proposed products, neseldpments are expected to continue
there can be no assurance that discoveries bysothknot render our potential products noncontpedi

Our competitive position also depends on our ahiiitenter into strategic alliances with one or enlarge pharmaceutical and cont
manufacturing companies, attract and retain qealifiersonnel, develop effective proprietary prosiuichplement development and marke
plans, obtain patent protection, secure adequgittataesources and successfully sell and marketapproved products. There can be
assurance that we will be able to successfullyeaghall of the foregoing objectives.

Use of third parties to manufacture and distributur product candidates may increase the risk tha¢ will not have sufficier
guantities of our product candidates or such quaigs at an acceptable cost, and clinical developtremd commercialization of our produ
candidates could be delayed, prevented or impaired.

We do not own or operate manufacturing facilities dlinical or commercial production of our prodsictWe have limited personi
with experience in drug manufacturing and we ldektesources and the capabilities to manufactyrefaur product candidates on a clin
or commercial scale. We outsource all manufactuand packaging of our preclinical, clinical, androoercial products to third parties. 1
manufacture of pharmaceutical products requiresifgignt expertise and capital investment, inclgdithe development of advan:
manufacturing techniques and process controls. Katurers of pharmaceutical products often encauiféiculties in production, particular
in scaling up initial production and in maintainingguired quality control. These problems includ@atilties with production costs and yie
and quality control, including stability of the phact candidate.

We do not currently have any agreements with thpiegty manufacturers for the longrm commercial supply of any of «
development stage product candidates. We may Hadaitmenter into agreements for commercial supptly third party manufacturers, or v
be unable to do so on acceptable terms. Even iémter into these agreements, the manufactureraasf product candidate will be sin
source suppliers to us for a significant periodirok.

Reliance on third party manufacturers entails risksvhich we may not be subject if we manufactuoed product candidates
products ourselves, including:

« reliance on the third party for regulatory comptiarand quality assurance;

- limitations on supply availability resulting fronajpacity and scheduling constraints of the thirdipsr

« impact on our reputation in the marketplace if nfaotwrers of our products fail to meet the demasfdsur customers;
« the possible breach of the manufacturing agreeimettte third party because of factors beyond outrot; and

« the possible termination or nonrenewal of the age@ by the third party, based on its own busimegsities, at a time th
is costly or inconvenient for u

The failure of any of our contract manufactur@rsnaintain high manufacturing standards could Itésunjury or death of clinics
trial participants or patients using products. Séaiture could also result in product liability @l@s, product recalls, product seizure:
withdrawals, delays or failures in testing or detiy, cost overruns or other problems that coultbasly harm our business or profitability.

Our contract manufacturers will be required to adht® FDA regulations setting forth current goodnufacturing processes
“cGMP”). These regulations cover all aspects of the maruriagt, testing, quality control and recordkeepietating to our product candida
and any products that we may commercialize. Ourufsaturers may not be able to comply with cGMP taeiens or similar regulato
requirements outside the United States. Our matwrers are subject to unannounced inspections &yDA, state regulators and sim
regulators outside the United States. Our failorethe failure of our third party manufacturers,camply with applicable regulations co
result in sanctions being imposed on us, includings, injunctions, civil penalties, failure of ndgtory authorities to grant marketing apprt
of our product candidates, delays, suspension tndwdwal of approvals, license revocation, seizwesecalls of product candidates
products, operating restrictions and criminal peogiens, any of which could significantly and adsady affect regulatory approval and supy
of our product candidates.
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Our product and any products that we may develoy emnpete with other product candidates and praddot access
manufacturing facilities. There are a limited numloé manufacturers that operate under cGMP regudatiand that are both capable
manufacturing for us and willing to do so. If therd parties that we engage to manufacture prodiecteur developmental or commer
products should cease to continue to do so foraason, we likely would experience interruptionsash flows and/or delays in advancing
clinical trials while we identify and qualify remlament suppliers, and we may be unable to obtgilaecement supplies on terms that
favorable to us. Later relocation to another mactufer will also require notification, review anther regulatory approvals from the FDA |
other regulators and will subject our productiorfugher cost and instability in the availability @ur product candidates. In addition, if we
not able to obtain adequate supplies of our predcandidates, product candidates, or the drug @utxss used to manufacture them, it wil
more difficult for us to sell our products and &velop our product candidates. This could graattizice our competiveness.

Our current and anticipated future dependence ugbers for the manufacture of our product candelabay adversely affect ¢
future profit margins and our ability to developg@uct candidates and commercialize any productsotitain regulatory approval on a tim
and competitive basis.

Materials necessary to manufacture our product cadates may not be available on commercially reasbieaterms, or at all, whic
may delay the development and commercializatiomof product candidates.

We rely on the manufacturers of our product cartdgléo purchase from third party suppliers the netenecessary to produce
compounds for our preclinical and clinical studiesl will rely on these other manufacturers for caroial distribution if we obtain marketi
approval for any of our product candidates. Supplimay not sell these materials to our manufactuatrthe time we need them or
commercially reasonable terms and all such pricesasceptible to fluctuations in price and avdlilgtdue to transportation costs, governn
regulations, price controls, changes in econominatke or other foreseen circumstances. We do nat hay control over the process or tin
of the acquisition of these materials by our maciuiigers. Moreover, we currently do not have anyagrents for the commercial productiol
these materials. If our manufacturers are unablebtain these materials for our preclinical andiichl studies, product testing and pote
regulatory approval of our product candidates wdwéddelayed, significantly impacting our ability develop our product candidates. If
manufacturers or we are unable to purchase thegerieda after regulatory approval has been obtaiftedour product candidates,
commercial launch of our product candidates woediblayed or there would be a shortage in supgijciwwould materially affect our abili
to generate revenues from the sale of our procaradidates.

We rely on third parties to conduct certain predial development activities and our clinical triaBnd those third parties may n
perform satisfactorily, including failing to meetstablished deadlines for the completion of suchieitites and trials.

We do not currently operate any laboratory faeifiti We do not independently conduct any physicatlinical development activiti
of our product candidates, such as efficacy andtgaftudies in animals, or clinical trials for quoduct candidates. We rely on, or worl
conjunction with, third parties, such as contrastearch organizations, medical institutions anmua@l investigators, to perform these functi
Our reliance on these third parties for preclineadl clinical development activities reduces ourticdl over these activities. We are respon:
for ensuring that each of our peBnical development activities and our clinicahts is conducted in accordance with the applicg@eere
investigational plan and protocols and in compleamgth appropriate government regulations, howewer,have no direct control over th
researchers or contractors (except by contractthes are not our employees. Moreover, the FDA ireguus to comply with standar
commonly referred to as good clinical practices“®E€P”), for conducting, recording and reporting the resafteur preclinical developme
activities and our clinical trials to assure thatadand reported results are credible and accaratéhat the rights, safety and confidentialit
trial participants are protected. For our comménmiaducts, we are required to comply with cGMPur @eliance on third parties that we do
control does not relieve us of these responsigliind requirements. Furthermore, these thirdgsantiay also have relationships with o
entities, some of which may be our competitorsthise third parties do not successfully carry teirtcontractual duties, meet expe:
deadlines, comply with cGMPs, conduct our prechhidevelopment activities or our clinical trialsancordance with regulatory requiremt
or our stated protocols, we may not be able toiopta may be delayed in obtaining, regulatory appts for our product candidates and
not be able to, or may be delayed in our effortsstaccessfully commercialize our product candidatésreover, these third parties may
bought by other entities or they may go out of bess, thereby preventing them from meeting thaitrestual obligations.
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If we are unable to establish adequate sales, mérigand distribution capabilities, whether indepdantly or with third parties, w
may not be able to generate product revenue and matybecome profitable.

We currently do not have an organization for thesamarketing and distribution of pharmaceuticeddoicts and the cost
establishing and maintaining such an organizatiay exceed the costffectiveness of doing so. In order to market argdpcts that may |
approved, we must build our sales, marketing, maralgand other notechnical capabilities or make arrangements wiildtparties t
perform these services.

We may copromote our product candidates in various marketis pharmaceutical and biotechnology companiesgtainces whe
we believe that a larger sales and marketing poeseauld expand the market or accelerate penetrdfizve do enter into arrangements v
third parties to perform sales and marketing sesjiour product revenues may be lower than if wectly sold and marketed our products
any revenues received under such arrangementdap#nd on the skills and efforts of others. Howewe may not be successful in ente
into distribution arrangements and marketing atl@nwith third parties. Our failure to enter inb@$e arrangements on favorable terms «
delay or impair our ability to commercialize ouroguct candidates and could increase our costs wimsrcialization. Dependence
distribution arrangements and marketing allianoesoinmercialize our product candidates will subjecto a number of risks, including:

« we may not be able to control the amount and tineihigesources that our distributors may devotdnéodommercialization
our product candidate

« our distributors may experience financial diffided;

« business combinations or significant changes ins#iloutor's business strategy may also adverséfigcaa distributors
willingness or ability to complete its obligationeder any arrangement; a

« these arrangements are often terminated or alldwedtpire, which could interrupt the marketing asades of a product a
decrease our revent

If material our third party service providers arenable to perform in accordance with the terms ofroagreements, our potential
generate future revenue from our products would significantly reduced and our business would be m@lly and adversely harmet

We rely on other third parties to store and disitgbdrug supplies for our preclinical developmegtivéities and our clinical trials. Ar
performance failure on the part of our existingfuture distributors could delay clinical developmhen regulatory approval of our prod
candidates or commercialization of our productedpring additional losses and depriving us of pidéproduct revenue.

Extensions, delays, suspensions or terminationsuofpreclinical development activities and oumidal trials as a result of t
performance of our independent clinical investigatnd contract research organizations will dedaigl make more costly, regulatory appr
for any product candidates that we may develop. élmgnge in a contract research organization dumgngoing preclinical developm
activity or clinical trial could seriously delayahtrial and potentially compromise the resultshaf activity or trial.

We may not be successful in maintaining or estabiigy collaborations, which could adversely affectioability to develop ant
particularly in international markets, commerciale products

For each of our product candidates, we are coli&bay with physicians, patient advocacy groups,nflations and governme
agencies in order to assist with the marketing @adlopment of our products. We plan to pursuelamaictivities in future programs and p
to evaluate the merits of retaining commercialmatrights for ourselves or entering into selectbadlaboration arrangements with leac
pharmaceutical or biotechnology companies. We aisy seek to establish collaborations for the sateketing and distribution of ¢
products outside the United States. If we eledetek collaborators in the future but are unable&ch agreements with suitable collabora
we may fail to meet our business objectives forafiected product or program. We face, and willtoare to face, significant competition
seeking appropriate collaborators. Moreover, coltabon arrangements are complex and time consurtongegotiate, document &
implement. We may not be successful in our effdftany, to establish and implement collaborationsther alternative arrangements.
terms of any collaborations or other arrangemdraswe establish, if any, may not be favorablesto u

Any collaboration that we enter into may not becassful. The success of our collaboration arrangésnéd any, will depend heavi
on the efforts and activities of our collaboratdtsis likely that any collaborators of ours wilate significant discretion in determining
efforts and resources that they will apply to theséaborations. The risks that we may be subjedt fpossible future collaborations include
following:
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« our collaboration agreements are likely to be feed terms and subject to termination by our catalors in the event of
material breach or lack of scientific progress by

« our collaborators are likely to have the first tighh maintain or defend our intellectual propeiights and, although we wot
likely have the right to assume the maintenancedafense of our intellectual property rights if @atlaborators do not, o
ability to do so may be compromised by our collalbar’ acts or omissions; ar

« our collaborators may utilize our intellectual peoly rights in such a way as to invite litigatidmat could jeopardize
invalidate our intellectual property rights or espaus to potential liability

Furthermore, collaborations with pharmaceutical panies and other third parties often are terminateallowed to expire by the other pa
Such terminations or expirations may adverselycaftes financially and could harm our business ragiant in the event we elect to pur
collaborations that ultimately expire or are terated.

Our future success depends on our ability to retaiar chief executive officer and other key execussand to attract, retain ar
motivate qualified personnel.

We are highly dependent on principal members ofrnanagement team and scientific staff. These ekesueach have significe
pharmaceutical industry experience, including Maghkreli, our Chief Executive Officer and one ofr @irectors. We do not maintairkéy
person” insurance on Mr. Shkreli or on any of otlmen executive officers.

Recruiting and retaining qualified scientific pamsel, clinical personnel and sales and marketirrggmael will also be critical to o
success. Our industry has experienced a high fatermover in recent years. We may not be ablett@@ and retain these personne
acceptable terms given the competition among nunsepharmaceutical and biotechnology companies ifoilas personnel. Although v
believe we offer competitive salaries and benefits may have to increase spending in order torr@@isonnel.

We also experience competition for the hiring aéstific and clinical personnel from universitiesdaresearch institutions. In additi
we rely on consultants and advisors, including ritie and clinical advisors, to assist us in folating our research and development
commercialization strategy. Our consultants andisads may be employed by employers other than dsmaay have commitments un
consulting or advisory contracts with other engitikat may limit their availability to us.

We expect to expand our development, regulatory asales and marketing capabilities, and as a resulte may encounts
difficulties in managing our growth, which could drupt our operations.

We are a development stage company with eighttifo: employees and five consultants that providgiBtant support ar
assistance to us as of the date of the Mergerh€&fet employees and consultants, eight work priynaritesearch and development and
provides administrative services. We expect to Bgpee significant growth in the number of our eaygles and the scope of our operati
particularly in the areas of drug development aggllatory affairs. Assuming our plans and busireesglitions progress consistent with
current projections, we plan to grow to a totaR6femployees by the end of 2013. To manage owipated future growth, we must contil
to implement and improve our managerial, operatiana financial systems, expand our facilities @odtinue to recruit and train additio
qualified personnel. Due to our limited resouraes,may not be able to effectively manage the expansf our operations or recruit and tr
additional qualified personnel. The physical expamf our operations may lead to significant camtsl may divert our management
business development resources. Any inability @enpiért of our management to manage growth coulydbe execution of our business p
or disrupt our operations.

In the event that we attempt to acquire or developown inhouse sales, marketing and distribution capatslitfactors that me
inhibit our efforts to commercialize our productgheut strategic partners or licensees include:

« our inability to recruit and retain adequate nursh#reffective sales and marketing personnel,
« the inability of sales personnel to obtain access tpersuade adequate numbers of physicians sernire our products;

the lack of complementary products to be offeredohy sales personnel, which may put us at a cotetilisadvantac
against companies with broader product lines;

« unforeseen costs associated with creating our @las nd marketing team or with entering into drgaing agreement wi
an independent sales and marketing organizatiah
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« efforts by our competitors to commercialize produat or about the time when our product candidatmdd be coming t
market.

Risks Related to the Development and Commercializan of Our Product Candidates
We face substantial risks related to the developtremmd commercialization of our product candidates.

We are engaged in the licensing and marketing wgsifor rare diseases. Specifically, we have fiedrrights to RB21 from Ligan
Pharmaceuticals, and will be required to make &utailestone and royalty payments to Ligand andt@ridyers Squibb.

We are engaged in the development of new drugs¢hwts characterized by extensive research effants rapid technologic
progress. There can be no assurance that ressmadtatiscoveries by others will not render our disep programs noncompetitive or obsolete.

We will also depend on the success of our earlyyeb candidates RE-021, RE-024 and RE-001.0RE-has not completed &
clinical studies for the treatment of FSGS, and®®E&-and RE-024 are still in pre-clinical developmétiinical trials of our RE-021, RB24 o
RE-001 or subsequent product candidates may nstibeessful. If we are unable to commercialize RE-GE-024 or REBO01, or experient
significant delays in doing so, our business maynbgerially harmed.

We have invested a significant portion of our affoand financial resources in the development wf most advanced prodi
candidates, RE-021, RE-024 and B&L. Our ability to generate product revenue frbese development stage compounds, which we ¢
expect will occur for at least the next severalrged ever, may depend heavily on the successgfuebbpment and commercialization of tF
product candidates. The successful commercializatiomur future product candidates will depend ewesal factors, including the following:

« obtaining supplies of RE-021, RE-024 and &, and subsequent product candidates for coraplefiour clinical trials o
a timely basis

« successful completion of pre-clinical and clinisaldies;
« oObtaining marketing approvals from the FDA and &miegulatory authorities outside the United State

« establishing commerciaeale manufacturing arrangements with third paryhuofacturers whose manufacturing facilities
operated in compliance with current good manufautupractice, or cGMP, regulatior

« launching commercial sales of the product, whestheme or in collaboration with others;

« acceptance of the product by patients, the medaraimunity and third party payors;

« competition from other companies;

« successful protection of our intellectual propeights from competing products in the United Stated abroad; and

« a continued acceptable safety and efficacy profileur product candidates following approval.

Companies may not promote drugs for "off-label"susthat is, uses that are not described in the prégiadieling and that differ fra

those approved by the FDA or other applicable @guy agencies. A company that is found to haveaperly promoted offabel uses may |
subject to significant liability, including civilral administrative remedies as well as criminal 8ans. In addition, management's atten

could be diverted from our business operationsamdeputation could be damaged.

If the market opportunities for our product candides are smaller than we believe they are, then oewenues may be advers
affected and our business may suffer.

Each of the diseases that our current and futwdyat candidates are being developed to addrestatsvely rare. Our projections

both the number of people who have these diseasesegll as the subset of people with these diseslseshave the potential to benefit fr
treatment with our product candidates, and ourrapsions on pricing are based on estimates.
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Currently, most reported estimates of the prevadeof FSGS, PKAN and DMD, and are based on studfiesnall subsets of t
population of specific geographic areas, whichthem extrapolated to estimate the prevalence oflibeases in the broader world popula
As new studies are performed the estimated presalehthese diseases may change. There can besm@ase that the prevalence of FS
PKAN or DMD, or in the study populations accuratedflect the prevalence of these diseases in thader world population. If our estima
of the prevalence of FSGS, PKAN or DMD or of thanber of patients who may benefit from treatmerthviRE-021, RE-024 or REO1
prove to be incorrect, the market opportunitiesdar product candidates may be smaller than wevelihey are, our prospects for gener:
revenue may be adversely affected and our busmagssuffer.

Our products may not achieve or maintain expectesd|s of market acceptance.

Even if we are able to obtain and maintain regujaspprovals for our new pharmaceutical produatsiegic or branded, the succes
these products is dependent upon achieving andtaigimg market acceptance. Commercializing prodigtime consuming, expensive i
unpredictable. There can be no assurance that Webeviable to, either by ourselves or in collabimmatwith our partners or through ¢
licensees, successfully commercialize new prodaoctgmin market acceptance for such products. Nedymt candidates that appear promi
in development may fail to reach the market or imaye only limited or no commercial success.

Further, the discovery of significant problemshwa product similar to one of our products that liogte (or are perceived
implicate) an entire class of products could havedverse effect on sales of the affected prodéatsordingly, new data about our produ
or products similar to our products, could negdgivienpact demand for our products due to real oceeed side effects or uncertai
regarding efficacy and, in some cases, could r@spitoduct withdrawal.

Any products that we bring to the market, includRB-021, RE-024 and RE-001---if they receive mankgapproval -may not gai
market acceptance by physicians, patients, thirty payors, and others in the medical communityhéfse products do not achieve an ade:
level of acceptance, we may not generate signifisesduct revenue and we may not become profitaliie.degree of market acceptance o
product candidates, if approved for commercial,sai# depend on a number of factors, including:

« the prevalence and severity of any side effectslu@ing any limitations or warnings contained irpaducts approve
labeling;

- the efficacy and potential advantages over altaraateatments;

« the pricing of our product candidates;

« relative convenience and ease of administration;

« the willingness of the target patient populatiortrjonew therapies and of physicians to presctilesé therapies;
« the strength of marketing and distribution supaod timing of market introduction of competitiveoducts;

« publicity concerning our products or competing pratd and treatments; and

« sufficient third party insurance coverage or reinsement.

Even if a potential product displays a favorabligcaty and safety profile in preclinical and cliaidrials, market acceptance of
product will not be known until after it is launaheOur efforts to educate patients, the medical manity, and third party payors on
benefits of our product candidates may requireiigmt resources and may never be successful. 8ficts to educate the marketplace |
require more resources than are required by theerional technologies marketed by our competitors.

Initial results from pre-clinical and clinical stuéks do not ensure that future clinical trials wilbe successful.

We will only obtain regulatory approval to commaiide product candidates if we can demonstratbecsttisfaction of the FDA,
applicable non-United States regulatory authoritinswell-designed and conducted clinical trials, that owdpct candidates are safe
effective and otherwise meets the appropriate staisdrequired for approval for a particular indioat Clinical trials can be lengthy, comp

and extremely expensive processes with uncertaultse A failure of one or more of our clinicalais may occur at any stage of testing.
have limited experience in conducting and manatheg:linical trials necessary to obtain regulatapprovals, including approval by the FDA.
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Our efforts to develop all of our product candidadee at an early stage. Success in preclinicéhgeand early clinical trials does |
ensure that later clinical trials will be succegsfund initial results from a clinical trial do noecessarilypredict final results. For example,
have not begun pre-clinical evaluation of RE-0Qid aely on external prehinical data for a closely related molecule. \WWeot assure y«
that the pre-clinical data generated to date on -TAJTR will be represen tative of data for RB1. Further, we have not identified a |
molecule in our REB324 series of compounds, and we cannot be cehatratcandidate suitable for a clinical study wiler be identified. W
cannot assure you that any future clinical tridlRE-001, RE-021, or RE-024 will ultimately be sassful.

Patients may not be compliant with their dosingimesn or trial protocols or they may withdraw frohetstudy at any time for a
reason. Even if our early stage clinical trials sauecessful, we will need to conduct additionahickl trials with larger numbers of patie
receiving the drug for longer periods for all ofrqaroduct candidates before we are able to seekoagis to market and sell these prot
candidates from the FDA and regulatory authoritiesside the United States. To date, we are notewafany product to treat FSGS, PKAN
DMD that has been approved by the FDA. As a resudt,cannot be sure what endpoints the FDA will hequs to measure in latstage
clinical trials of our product candidates. If we arot successful in commercializing any of our dgwment stage products, or are significa
delayed in doing so, our business may be mateiialiyned.

We have limited experience in conducting and managihe preclinical development activities and cliail trials necessary to obta
regulatory approvals, including approval by the FDA

We have limited experience in conducting and mawaghe preclinical development activities and daitrials necessary to obt
regulatory approvals, including approval by the FWe have not obtained regulatory approval nor cencralized this or any other prod
candidates. We are currently planning pre-clinaradl eventual clinical studies for, RE-021, RE-08d REO01. We have filed and recei\
FDA clearance to begin a clinical study of RE-08IFFSGS, but have not filed INDs for RE-024 or BEL. We cannot be certain that we
ever file INDs for either RE-024 or RE31. Our limited experience might prevent us freuacessfully designing or implementing any clir
trials. We have limited experience in conductingl amanaging the application process necessary &irpt#gulatory approvals and we mi
not be able to demonstrate that our product cateidmeet the appropriate standards for regulatppyoaal. If we are not successful
conducting and managing our piinical development activities or clinical triats obtaining regulatory approvals, we might notdixe tc
commercialize our developmental product candidates)ight be significantly delayed in doing so, aihimay materially harm our business.

We may find it difficult to enroll patients in ouclinical trials.

Our lead development product candidates are intbtaléreat FSGS, PKAN and DMD, which are rare dissaGiven that our le
development candidates are in the early stagesqofined testing, we may not be able to initiateantinue clinical trials if we are unable
locate a sufficient number of eligible patientsling and able to participate in the clinical triaéxjuired by the FDA or other ndgnited State
regulatory agencies. Our inability to enroll a siéint number of patients for any of our currentfoture clinical trials would result
significant delays or may require us to abandonamaore clinical trials altogether.

If our preclinical studies do not produce positivesults, if our clinical trials are delayed, or i§erious side effects are identifi
during drug development, we may experience delaysur additional costs and ultimately be unable tommercialize our produ
candidates.

Before obtaining regulatory approval for the sdlewr product candidates, we must conduct, at @ur expense, extensive preclini
and clinical tests to demonstrate the safety ofppaduct candidates in animals in humans. Predirdod clinical testing is expensive, diffic
to design and implement, and can take many yearsrtplete. A failure of one or more of our predhailistudies or clinical trials can occu
any stage of testing. We may experience numeroferagseen events during, or as a result of, predirtesting and the clinical trial proc
that could delay or prevent our ability to obtadégulatory approval or commercialize our productdidates, including:

« our preclinical tests or clinical trials may pro@ucegative or inconclusive results, and we mayddeadr regulators mi
require us, to conduct additional preclinical tegtior clinical trials or we may abandon projectattive expect to t
promising;

« regulators or institutional review boards may notharize us to commence a clinical trial or condactlinical trial at
prospective trial site

« conditions imposed on us by the FDA or any tbrited States regulatory authority regarding thepscor design of o

clinical trials or may require us to resubmit olinical trial protocols to institutional review bds for reinspection due 1
changes in the regulatory environme
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« the number of patients required for our clinicéhle may be larger than we anticipate or participanay drop out of o
clinical trials at a higher rate than we anticipi

« our third party contractors or clinical investigatanay fail to comply with regulatory requiremermts fail to meet the
contractual obligations to us in a timely mant

« we might have to suspend or terminate one or mbéreuo clinical trials if we, regulators or institahal review boarc
determine that the participants are being expasedacceptable health risl

« regulators or institutional review boards may reguhat we hold, suspend or terminate clinical aese for various reasol
including noncompliance with regulatory requirensg

« the cost of our clinical trials may be greater thananticipate;

« the supply or quality of our product candidatesthier materials necessary to conduct our clinigalstmay be insufficient
inadequate or we may not be able to reach agresnoenacceptable terms with prospective clinicaéaesh organization
and

« the effects of our product candidates may not leedibsired effects or may include undesirable sftkets or the produ
candidates may have other unexpected character

If we are required to conduct additional clinicelbls or other testing of our product candidategobe those that we curren
contemplate, if we are unable to successfully cetepbur clinical trials or other testing, if thesudts of these trials or tests are not positi
are only modestly positive or if there are safetgaerns, we may:

« be delayed in obtaining, or may not be able toiabtaarketing approval for one or more of our pradeandidates;

« oObtain approval for indications that are not asaldras intended or entirely different than thosécamtibns for which we soug
approval; anc

« have the product removed from the market afteriolnig marketing approval.

Our product development costs will also increasevéf experience delays in testing or approvals. Wendt know whether ai
preclinical tests or clinical trials will be initied as planned, will need to be restructured orlvélcompleted on schedule, if at all. Signific
preclinical or clinical trial delays also could stem the patent protection period during which wayrhave the exclusive right to commercie
our product candidates. Such delays could allow @ampetitors to bring products to market before aee and impair our ability -
commercialize our products or product candidates.

Product liability lawsuits against us could causes to incur substantial liabilities and to limit comercialization of any produc
that we may develop.

We face an inherent risk of product liability exposrelated the testing of our product candidatdsuiman clinical trials. We will fa
an even greater risk if we obtain new productsstiles or win approval for any of our drugs in depetent. We may be exposed to pro
liability claims and product recalls, including #ewhich may arise from misuse or malfunction ofdesign flaws in, such products, whe
or not such problems directly relate to the proslastd services we have provided. If we cannot sisfeky defend ourselves against cla
that our product candidates or products causedigsjuwe will incur substantial liabilities. Regéesls of merit or eventual outcome, liabi
claims may result in:

» decreased demand for any product candidates ougi®that we may develop;

« damage to our reputation;

« regulatory investigations that could require costlyalls or product modifications;

« withdrawal of clinical trial participants;

« costs to defend the related litigation;

 substantial monetary awards to trial participamtatients, including awards that substantiallyesd our product liabilit

insurance, which we would then be required to paynfother sources, if available, and would damageability to obtai
liability insurance at reasonable costs, or atimlihe future:
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« loss of revenue;
« the diversion of management’s attention from mamggiur business; and
« the inability to commercialize any products thatmway develop.

We have liability insurance policies for our clialdrials in the geographies in which we are cotidgctrials. The aggregate ann
limit of coverage amount under these policies esgped in United States dollars is approximately $ailllon, and these policies are also suk
to per claim deductibles. The amount of insuraheg we currently hold may not be adequate to calldiabilities that we may incur. Insurar
coverage is increasingly expensive. We may notlbe to# maintain insurance coverage at a reasorasieand we may not be able to ob
insurance coverage that will be adequate to sagigfyliability that may arise. On occasion, largdgments have been awarded in class &
lawsuits based on drugs that had unanticipatededfféets. A successful product liability claim osaries of claims brought against us ¢
cause our stock price to fall and, if judgmentseext our insurance coverage, could decrease oulalbleacash and adversely affect
business.

Our business activities involve the use of hazardomaterials, which require compliance with envirommtal and occupation:
safety laws regulating the use of such materialéwle violate these laws, we could be subject tmi§icant fines, liabilities or other advers
consequences.

Our research and development programs involve tmralled use of hazardous materials, includingrofi@al agents, corrosiv
explosive and flammable chemicals and other hazardompounds in addition to certain biological mdmas waste. Ultimately, the activit
of our third party product manufacturers when adpit candidate reaches commercialization will atsuire the use of hazardous mater
Accordingly, we are subject to federal, state aal laws governing the use, handling and dispofstidese materials. Although we believe
our safety procedures for handling and disposinthe$e materials comply in all material respecth Wie standards prescribed by local, !
and federal regulations, we cannot completely elaté the risk of accidental contamination or injénym these materials. In addition,
collaborators may not comply with these laws. la &vent of an accident or failure to comply witlviesnmental laws, we could be held lia
for damages that result, and any such liabilityld@xceed our assets and resources or we couldljecs to limitations or stoppages relate
our use of these materials which may lead to arrimption of our business operations or those oftloind party contractors. While we belie
that our existing insurance coverage is generalgaate for our normal handling of these hazardoatgrials, it may not be sufficient to co
pollution conditions or other extraordinary or uticipated events. Furthermore, an accident coulthadpe or force us to shut down
operations. Changes in environmental laws may immustly compliance requirements on us or othersiggect us to future liabilities a
additional laws relating to the management, hagdigeneration, manufacture, transportation, storage and disposal of materials used |
generated by the manufacture of our products @teelto our clinical trials. In addition, we canmpedict the effect that these poter
requirements may have on us, our suppliers andants or our customers.

We may be unable to identify, acquire, close oregtate acquisition targets successfully.

Part of our business strategy includes acquirirdjiategrating complementary businesses, produstenblogies or other assets,
forming strategic alliances, joint ventures andeothusiness combinations, to help drive future gnoWe may also ilicense new products
compounds. Acquisitions or similar arrangements tmagomplex, time consuming and expensive. We nsdgonsummate some negotiati
for acquisitions or other arrangements, which coahllt in significant diversion of management attter employee time, as well as substa
out-ofpocket costs. In addition, there are a numbersisrand uncertainties relating to our closing @atiens. If such transactions are
completed for any reason, we will be subject toesaivrisks, including the following: (i) the marketice of our common shares may refle
market assumption that such transactions will gcand a failure to complete such transactions coeddlt in a negative perception by
market of us generally and a decline in the mapkiete of our common shares; and (ii) many coststirgd to the such transactions may
payable by us whether or not such transactions@rgleted.

If an acquisition is consummated, the integratibnhe acquired business, product or other assétsour company may be also
complex and timeonsuming and, if such businesses, products ardsaase not successfully integrated, we may noieaetthe anticipate
benefits, cost-savings or growth opportunitieseRtial difficulties that may be encountered in ifftegration process include the following:

« integrating personnel, operations and systems,ewh#intaining focus on producing and deliveringsistent, high qualit
products;

« coordinating geographically dispersed organizations
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« distracting employees from operations;
« retaining existing customers and attracting newaruers; and
« managing inefficiencies associated with integrathmyoperations of the Company.

Furthermore, these acquisitions and other arrangtmeven if successfully integrated, may fail tottier our business strategy
anticipated, expose us to increased competitiochalenges with respect to our products or geodcaplarkets, and expose us to additi
liabilities associated with an acquired businessdpct, technology or other asset or arrangemeny. éne of these challenges or risks ¢
impair our ability to realize any benefit from cagquisition or arrangement after we have expenegalurces on them.

Risks Related to Regulatory Approval of Our ProductCandidates

If we are not able to obtain and maintain requirecegulatory approvals, we will not be able to commiatize our produc
candidates, and our ability to generate revenuelw# materially impaired.

Our commercial products and the activities assediatith their manufacture, marketing, distributiand sales are subject to exten
regulation by the FDA and other regulatory agentiethe United States and by comparable authoritiegher countries. Failure to adher
regulations set out by these bodies for one or mbmir commercial products could prevent us frammercializing the product candidate
the jurisdiction of the regulatory authority. Waue only limited experience in meeting the regulatequirements incumbent on the sal
drugs in the United States and elsewhere, and expeely on third party contract research orgatiiaes to assist us in these processes. |
third party contract research organizations fatdequately adhere to the regulation on drug sedesiay be unable to sell our products, w
could have a material effect on our ability to gae revenue.

Our product candidate and the activities associaifdits development and commercialization, in@hgdtesting, manufacture, safe
efficacy, recordkeeping, labeling, storage, appliaadvertising, promotion, sale and distributiore aubject to comprehensive regulation by
FDA and other regulatory agencies in the UnitedeStand by comparable authorities in other countfailure to obtain regulatory apprc
for a product candidate will prevent us from comeradizing the product candidate in the jurisdictiointhe regulatory authority. We have
obtained regulatory approval to market any of otodpct candidates in any jurisdiction. We have olifyited experience in filing ar
prosecuting the applications necessary to obtgjualatory approvals and expect to rely on third ypadntract research organizations to assi
in this process.

Securing FDA approval requires the submission ¢érmesive preclinical and clinical data and suppagrtimformation to the FDA fc
each therapeutic indication to establish the prodandidates safety and efficacy. Securing FDA approval ablsguires the submission
information about the product manufacturing prodessind inspection of manufacturing facilities byg FDA. Our future products may not
effective, may be only moderately effective or npmgve to have undesirable or unintended side efféokicities or other characteristics !
may preclude our obtaining regulatory approvalrevpnt or limit commercial use.

Our product candidates may fail to obtain regulatgproval for many reasons, including:

- our failure to demonstrate to the satisfactionhef FDA or comparable regulatory authorities that@uct candidate is si
and effective for a particular indicatic

« the results of clinical trials may not meet theeleuf statistical significance required by the FBAcomparable regulatc
authorities for approva

« our inability to demonstrate that a product canigabenefits outweigh its risks;
« our inability to demonstrate that the product cdaté presents an advantage over existing therapies;

» the FDA’s or comparable regulatory authoritidiagreement with the manner in which we intergiretdata from preclinic
studies or clinical trials

. the FDA's or comparable regulatory authoritidailure to approve the manufacturing processes]ityuprocedures ¢
manufacturing facilities of third party manufactgravith which we contract for clinical or commeicapplies; ant
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« a change in the approval policies or regulationshef FDA or comparable regulatory authorities achange in the lav
governing the approval proce:

The process of obtaining regulatory approvals ipeesive, often takes many years, if approval isiokt at all, and can ve
substantially based upon a variety of factors,udilg the type, complexity and novelty of the prodoandidates involved. Changes
regulatory approval policies during the developmgeatiod, changes in or the enactment of additietatutes or regulations, or change
regulatory review for each submitted product aglan may cause delays in the approval or rejeatiban application. The FDA and non-
United States regulatory authorities have substbdiscretion in the approval process and may sefasaccept any application or may de
that our data is insufficient for approval and riegqadditional preclinical, clinical or other stedi In addition, varying interpretations of thea
obtained from preclinical and clinical testing aulelay, limit or prevent regulatory approval opraduct candidate. Any regulatory appr¢
we ultimately obtain may be limited or subject éstrictions or post approval commitments that retide approved product not commerci
viable. Any FDA or other regulatory approval of qaroduct candidates, once obtained, may be witharaveluding for failure to comply wi
regulatory requirements or if clinical or manufaatg problems follow initial marketing.

Our product candidates may cause undesirable siffeats or have other properties that could delay jprevent their regulator
approval or commercialization.

Undesirable side effects caused by our productidates could interrupt, delay or halt clinical ksi@nd could result in the denial
regulatory approval by the FDA or other regulatanthorities for any or all targeted indicationsg am turn prevent us from commercializ
our product candidates and generating revenuestfiemsale.

In addition, if any of our product candidates rgeanarketing approval and we or others later idgnindesirable side effects cau
by the product:

« regulatory authorities may require the additiomesftrictive labeling statements;
« regulatory authorities may withdraw their approsfthe product; and
« we may be required to change the way the prodwadnsinistered or conduct additional clinical trials

Any of these events could prevent us from achiedngnaintaining market acceptance of the affectexdiyct or could substantia
increase the costs and expenses of commercializsngroduct candidate, which in turn could delay@vent us from generating signific
revenues from its sale or adversely affect our tajmn.

We may not be able to obtain orphan drug exclusivMior our product candidates. If our competitors @@able to obtain orphan drt
exclusivity for their products that are the sameudy as our product candidates, we may not be ablédawe competing products approved
the applicable regulatory authority for a significa period of time.

Regulatory authorities in some jurisdictions, inthg the United States and Europe, may designatgsdior relatively small patie
populations as orphan drugs. We expect to seekaarghug designations from the FDA for, RE-021, REB-and RE301though there can be
assurance that the FDA will grant orphan status.a¥¥e expect to seek drug designation from the fizan Medicines Agency (the “EMER’
for RE-021, RE-024 and RE91, and there can be no assurance that we wilbeessful. If we are unable to secure orphanssiateithe
Europe or the United States it may have a mateeghtive effect on our share price.

Generally, if a product with an orphan drug desigmasubsequently receives the first marketing apal for the indication for whic
it has such designation, that product is entittea fperiod of marketing exclusivity, which preclsdde applicable regulatory authority fr
approving another marketing application for the sairug for that time period. The applicable peiigmdeven years in the United States an
years in Europe. Obtaining orphan drug exclusifity RE-021, RE-024 and RE-001 may be important to therlyet candidats’ succes
Even if we obtain orphan drug exclusivity for, REi0for FSGS, RE-024 for PKAN and R for DMD we may not be able to maintait
For example, if a competitive product that tresdsns disease as our product candidate is shown tifieally superior to our produ
candidate, any orphan drug exclusivity we haveinbthwill not block the approval of such compettigroduct and we may effectively I
what had previously been orphan drug exclusivity.
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Any product for which we obtain marketing approvabuld be subject to restrictions or withdrawal frothe market and we may
subject to penalties if we fail to comply with relgtory requirements or if we experience unanticigat problems with our products, wh
and if any of them are approved.

Any product for which we obtain marketing approvalng with the manufacturing processes, post agprainical data, labelin
advertising and promotional activities for such daret, will be subject to continual requirementsaofi review by the FDA and compare
regulatory authorities. These requirements inclsdemissions of safety and other post marketingrinédion and reports, registrat
requirements, cGMP requirements relating to qualiyntrol, quality assurance and corresponding reaarice of records and docume
requirements regarding the distribution of samptephysicians and recordkeeping. Even if we obtagulatory approval of a product,
approval may be subject to limitations on the iatid uses for which the product may be marketed tite conditions of approval, or cont
requirements for costly post marketing testing anveillance to monitor the safety or efficacy loé oroduct. We also may be subject to :
laws and registration requirements covering theitdigion of our products. Later discovery of prawsly unknown problems with our produ
manufacturers or manufacturing processes, or @atlmcomply with regulatory requirements, may resulctions such as:

« restrictions on such products, manufacturers orufzeturing processes;

« warning letters;

« withdrawal of the products from the market;

« refusal to approve pending applications or supptem® approved applications that we submit;
« voluntary or mandatory recall;

« fines;

« suspension or withdrawal of regulatory approvalsrefusal to approve pending applications or supplesito approve
applications that we subm

« refusal to permit the import or export of our proti
« product seizure or detentions;
« injunctions or the imposition of civil or crimingkenalties; and

adverse publicity.

If we, or our suppliers, third party contractorinical investigators or collaborators are slowattapt, or are unable to adapt, to cha
in existing regulatory requirements or adoptiomeiv regulatory requirements or policies, we or @llaborators may lose marketing apprt
for our products when and if any of them are appdpvesulting in decreased revenue from milestqresluct sales or royalties.

Any drugs we develop may become subject to unfablergricing regulations, thirdparty reimbursement practices or healthc:
reform initiatives, thereby harming our business.

The business and financial condition of healthcatated businesses will continue to be affecteafiigrts of governments and th
party payors to contain or reduce the cost of heate through various means. In the United Staessome foreign jurisdictions, there h
been a number of legislative and regulatory chaagesproposed changes regarding the healthcamnsyisat could prevent or delay marke
approval for RE-021, RE-024, RE-001 or any othedprct candidate that we develop, restrict or reagyb@stapproval activities and affect c
ability to profitably sell RE-021, RE-024, RE-00d.any other product candidate for which it obtaimsrketing approval.

Legislative and regulatory proposals have been nmégpand posgpproval requirements and restrict sales and priomadtactivitie:
for pharmaceutical products. It is not clear wieethdditional legislative changes will be enactadywhether the FDA regulations, guidanc
interpretations will be changed, or what the impafcsuch changes on the marketing approvals ofRetyophin products, if any, may be
addition, increased scrutiny by the U.S. Congrésh@FDA'’s approval process may significantly delay or pnéwvearketing approval, as w
as subject Retrophin to more stringent productliapend post-marketing testing and other requingime

In the United States, the Medicare PrescriptiongDtmprovement, and Modernization Act of 2003 (tMMA”), changed the w:
Medicare covers and pays for pharmaceutical preduks a result of this legislation and the expamsibfederal coverage of drug produ
Retrophin expects that there will be additionalsgtee to contain and reduce costs. These costti@aliitiatives and other provisions of t
legislation could decrease the coverage and phiaei$ received for any approved products and ceettusly harm our business. While
MMA applies only to drug benefits for Medicare béaiaries, private payors often follow Medicare esage policy and payment limitation
setting their own reimbursement rates, and anyatésiu in reimbursement that results from the MMAymrasult in a similar reduction
payments from private payors.
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More recently, in March 2010, President Obama signéo law the Patient Protection and AffordableréCAct and the associal
reconciliation bill (collectively, the “Health Cargeform Law"),a sweeping law intended to broaden access to hisltinance, reduce
constrain the growth of healthcare spending, erhaamedies against fraud and abuse, add new tramggarequirements for healthcare
health insurance industries, impose new taxes e@sl dn the health industry and impose additionaltiheolicy reforms. Effective October
2010, the Health Care Reform Law revises the défimiof “average manufacturer pricé3r reporting purposes, which could increase
amount of Medicaid drug rebates to states onceithesion is effective. Further, beginning in 201ie new law imposes a significant ani
fee on companies that manufacture or import brampedcription drug products. The full effects bé tHealth Care Reform Law will not
known until applicable federal and state agencissé regulations or guidance under the new lavhodlgh it is too early to determine
effect of the Health Care Reform Law, the new |gwpears likely to continue the pressure on pharntaadipricing, especially under t
Medicare program, and may also increase regulétargens and operating costs.

If we are unable to obtain adequate reimbursentent jovernments or third party payors for any patslithat we may develop ol
we are unable to obtain acceptable prices for tposgucts, our prospects for generating revenueaahigving profitability will suffer.

Our prospects for generating revenue and achigwiofitability will depend heavily upon the availéiby of adequate reimbursem
for the use of our approved product candidates fgorernmental and other third party payors, botthenUnited States and in other marlk
Reimbursement by a third party payor may depenah @poumber of factors, including the third partyq@s determination that use of a proc
is:

« a covered benefit under its health plan;

« safe, effective and medically necessary;

appropriate for the specific patient;
« cost-effective; and
« neither experimental nor investigational.

Obtaining reimbursement approval for a product freath government or other third party payor isn@tconsuming and cos
process that could require us to provide suppostigntific, clinical and cost effectiveness datathe use of our products to each payor.
may not be able to provide data sufficient to gadneptance with respect to reimbursement or we tmigd to conduct postarketing studie
in order to demonstrate the cost-effectivenessngffature products to such payosstisfaction. Such studies might require us to cana
significant amount of management time and finaneiadl other resources. Even when a payor deterntivesa product is eligible f
reimbursement, the payor may impose coverage limita that preclude payment for some uses thaappeoved by the FDA or nodnitec
States regulatory authorities. In addition, thexeairisk that full reimbursement may not be avéddor high priced products. Moreov
eligibility for coverage does not imply that anyguct will be reimbursed in all cases or at a th# allows us to make a profit or even c«
our costs. Interim payments for new products, fflizable, may also not be sufficient to cover oasts and may not be made permanel
primary trend in the United States healthcare itrguand elsewhere is toward cost containment. Weeeixrecent changes in the Medit
program and increasing emphasis on managed cazenttnue to put pressure on pharmaceutical progticing. For example, the MM
provides a new Medicare prescription drug benkfit began in 2006 and mandates other reforms. Wialeannot predict the full outcome
the implementation of this legislation, it is pdseithat the new Medicare prescription drug benefitich will be managed by private he:
insurers and other managed care organizations,reglllt in additional government reimbursement gogscription drugs, which may me
some prescription drugs more affordable but math&rexacerbate industry wide pressure to reduegcgption drug prices. If one or more
our product candidates reaches commercializatioeh shanges may have a significant impact on ollityato set a price we believe is fair -
our products and may affect our ability to generateenue and achieve or maintain profitability.

Governments outside the United States tend to ingpstrict price controls and reimbursement approvadlicies, which ma
adversely affect our prospects for generating reuen

In some countries, particularly European Union d¢des, the pricing of prescription pharmaceuticesssubject to governmen
control. In these countries, pricing negotiatiorithvgovernmental authorities can take consideréible (6 to 12 months or longer) after
receipt of marketing approval for a product. Toadbtreimbursement or pricing approval in some coest we may be required to condu
clinical trial that compares the cost effectivene$our product candidate to other available thiemplf reimbursement of our product:
unavailable or limited in scope or amount, or ifcpry is set at unsatisfactory levels, our prospdot generating revenue, if any, coulc
adversely affected and our business may suffer.
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If we are unable to establish sales and marketapglgilities or enter into agreements with thirdtiparto market and sell our prod
candidates, we may be unable to generate produenue.

Risks Related to Our Common Stock

Our executive officers, directors and principal skholders have the ability to strongly influencelahatters submitted to ol
stockholders for approva

Martin Shkreli, our Chief Executive Officer and oae our directors, is our largest stockholder. gthgr with other entities that
controls, Mr. Shkreli controls 3,189,327 sharemaf common stock, or approximately 26% of our andtng common stock. If he were
choose to act with other large stockholders, theuld/be able to control all matters submitted to stockholders for approval, as well as
management and affairs. For example, these pergahgy choose to act together, will control tHeotion of directors and approval of ¢
merger, consolidation, sale of all or substantiallyof our assets or other business combinatioreorganization. This concentration of voi
power could delay or prevent an acquisition of ngerms that other stockholders may desire. Therésts of this group of stockholders t
not always coincide with your interests or the liegts of other stockholders, and they may act, hdreby meeting or written consent
stockholders, in a manner that advances theiribesests and not necessarily those of other stidkins, including obtaining a premium ve
for their common stock, and might affect the prémgimarket price for our common stock.

An active and visible trading market for our commatock may not develop.

We cannot predict whether an active market for eshaf our common stock will develop in the fututean active market for o
common stock does not develop, it may be diffiéaftyou to sell shares without depressing the ntapkiee for our common stock. In
absence of an active trading market:

« investors may have difficulty buying and sellingadntaining market quotations;
« market visibility for shares of our common stockynie limited; and

« a lack of visibility for shares of our common stavlay have a depressive effect on the market poicetfares of our comm
stock.

The OTC Market is an unorganized, inter-dealerr-dke-counter market that provides significantly lessiidity than, for exampl
NASDAQ or the NYSE AMEX. The trading price of onbommon stock is expected to be subject to sigmifi¢uctuations in response
variations in quarterly operating results, charigemnalysts’earnings estimates, announcements of innovations lmy our competitors, gene
conditions in the industry in which we operate atider factors. These fluctuations, as well as gdreconomic and market conditions, r
have a material or adverse effect on the markeegmf shares of our common stock.

Our common stock may be considered a “penny stoaqd thereby be subject to additional sale and tragliregulations that ma
make it more difficult to sell.

Our common stock may be deemed a “penny stockth@sterm is defined under Rule 3abbf the Securities Exchange Act of 1¢
as amended (the “Exchange Act”)) in any market thay develop in the future. Generally, a “pennycktds a common stock that is not lis
on a securities exchange and trades for less th&id & share. Prices often are not available tetsugnd sellers and the market may be
limited. Penny stocks in start-up companies areragmbe riskiest equity investments. Brokkralers who sell penny stocks must pro
purchasers of these stocks with a standardizeetlissitosure document prepared by the SEC. The daaupnevides information about per
stocks and the nature and level of risks involwedhivesting in the penny stock market. A broker tralso provide purchasers with bid
offer quotations and information regarding brokad &alesperson compensation and make a writtemnuietegion that the penny stock i
suitable investment for the purchaser and obtagnptlirchases written agreement to the purchase. Many brokiee®se not to participate
penny stock transactions. Because of the pennk stives, there may be less trading activity in pestocks in any market that develops for
common stock in the future and stockholders amdyliko have difficulty selling their shares.

The market price for shares of our common stock miag volatile and purchasers of our common stock lbincur substantia
losses.

The price of our stock is likely to be volatile. 8ktock market in general, and the market for blotelogy companies in particul
have experienced extreme volatility that has ofteen unrelated to the operating performance ofgodat companies. The market price for
common stock may be influenced by many factorduiing:

« results of clinical trials of our product candidate those of our competitors;
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« our entry into or the loss of a significant colladstion;

« regulatory or legal developments in the United &tadnd other countries, including changes in thadtihecare payme
systems

« variations in our financial results or those of gamies that are perceived to be similar to us;
» changes in the structure of healthcare paymeneisisst

« market conditions in the pharmaceutical and biatetdgy sectors and issuance of new or changediteswanalyststeport:
or recommendation:

« general economic, industry and market conditions;

« results of clinical trials conducted by others ougs that would compete with our product candidates
» developments or disputes concerning patents or ptioprietary rights;

« public concern over our product candidates or angycts approved in the future;

« litigation;

« future sales or anticipated sales of our commockdty us or our stockholders; and

the other factors described in this “Risk Fact@ettion.

In addition, the securities market has from timéinme experienced significant price and volume tiliations that are not related to
operating performance of particular companies. s€hmarket fluctuations may also materially and esblg affect the market price of share
our common stock.

For these reasons and others you should considiewastment in our common stock as risky and ineady if you can withstand
significant loss and wide fluctuations in the manka&lue of your investment.

We do not anticipate paying cash dividends in tloeeflseeable future and, as a result, our investassle source of gain, if any, w
depend on capital appreciation, if any.

We have never paid cash dividends on our capibekstnd we do not anticipate paying any cash dinddan the foreseeable futt
You should not invest in us if you require divideindome. Any income from an investment in us woaitdy come from a rise in the mar
price of our common stock, which is uncertain angdradictable.

We have paid no cash dividends on our capital stoctate. We currently intend to retain our futearnings, if any, to fund t
development and growth of our business and do oraisée payment of a dividend in any upcoming fipealod. In addition, the terms
existing or any future debt agreements may precigdfom paying dividends. As a result, capital repfation, if any, of our common stc
will be your sole source of gain for the foreseedhture.

A significant portion of our total outstanding shas of common stock is restricted from immediatealesbut may be sold into tl
market in the near future. This could cause the nkat price of our common stock to drop significantlgven if our business is doing well.

Sales of a substantial number of shares of our camstock in the public market could occur at anyeti These sales, or -
perception in the market that the holders of adamgmber of shares of common stock intend to kelles, could reduce the market price of
common stock.

Rule 144 under the Securities Act, which permits tbsale, subject to various terms and conditiohfimited amounts of restrict
securities after they have been held for six mowtitisnot immediately apply to our common stock hase we were at one time designatec
“shell company”under SEC regulations. Pursuant to Rule 144(iyr#ées issued by a current or former shell compnay otherwise meet t
holding period and other requirements of Rule lddentheless cannot be sold in reliance on Ruleubdidlone year after the date on which
issuer filed current “Form 10 information&g defined in Rule 144(i)) with the SEC reflectthgt it ceased being a shell company, and pro
that at the time of a proposed sale pursuant t@ Rd#, the issuer has satisfied certain report@ugirements under the Exchange Act.
believe this requirement to file Form 10 informatibas been satisfied by the filing of this repantfeorm 8K. Because, as a former si
company, the reporting requirements of Rule 144{ll) apply regardless of holding period, the restrie legends on certificates for the sh
of common stock issued in the Merger cannot be vemh@xcept in connection with an actual sale thatubject to an effective registrat
statement under, or an applicable exemption franreélgistration requirements of, the Securities Act.
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Additional risks may exist as a result of our begwgra public reporting company through a “reversger.” Certain SEC rules 3
more restrictive when applied to reverse mergergaonies, such as the ability of stockholders teaktheir shares of common stock purs
to Rule 144. In addition, securities analysts ofanarokerage firms may not provide coverage of capital stock or business. Because
became a public reporting operating company thraugéverse merger, there is no incentive to bragjeefams to recommend the purchas
our common stock. We cannot assure you that brgkefiams will want to provide analyst coverage off @apital stock or business in
future.

The sale, or availability for sale, of our commaack in the public market may adversely affect gnevailing market price of o
common stock and may impair our ability to raisdiadnal capital by selling equity or equity-linkesecurities.

If securities or industry analysts do not publislesearch or reports or publish unfavorable researahout our business, the price
our common stock and trading volume could decline.

The trading market for our common stock will depémgbart on the research and reports that secsiiendustry analysts publi
about us or our business. We do not currently laanemay never obtain research coverage by secuaitié industry analysts. If no securitie
industry analysts commence coverage of us thengagdrice for our common stock would be negativefigcted. In the event we obti
securities or industry analyst coverage, if onenore of the analysts who covers us downgrades @unmn stock, the price of our comn
stock would likely decline. If one or more of them®alysts ceases to cover us or fails to publighlaee reports on us, interest in the purcha:
our common stock could decrease, which could ctesprice of our common stock or trading volumeégline.

We will incur increased costs as a result of beiagublic company.

As a public company, we will incur significant légaccounting, reporting and other expenses thatdidenot incur as a prive
company, including costs related to compliance withregulations of the Sarbanes-Oxley Act of 2QB82 “Sarbanes-Oxley Act")We expec
these rules and regulations to increase our leghfinancial compliance costs and to make someities more timeconsuming and costly. V
also expect these new rules and regulations mayentaknore difficult and more expensive for us taaib director and officer liabilil
insurance and we may be required to accept redooiéry limits and coverage or incur substantiallgher costs to obtain the same or sin
coverage. As a result, we may experience morecdlffi attracting and retaining qualified individeab serve on our board of directors ¢
executive officers. We cannot predict or estimagdamount of additional costs we may incur as altre$ these requirements or the timing
such costs.

If we fail to maintain proper and effective interdaontrols, our ability to produce accurate and tety financial statements could |
impaired, which could harm our operating resultsupability to operate our business and investor&ws of us.

We will be required to comply with Section 404 dEtSarbanes-Oxley Act. Section 404 of the Sarb@nésy Act requires publ
companies to conduct an annual review and evaluatfaheir internal controls and attestations af #ffectiveness of internal controls
independent auditors. Ensuring that we have adeduosgrnal financial and accounting controls anacpdures in place so that we can pro
accurate financial statements on a timely bases ¢®stly and timeonsuming effort that will need to be evaluatedjirently. Our failure t
maintain the effectiveness of our internal continlaccordance with the requirements of the Sarb@nxdey Act could have a material adve
effect on our business. We could lose investor idente in the accuracy and completeness of oundiahreports, which could have
adverse effect on the price of our common stocladdition, if our efforts to comply with new or aiged laws, regulations, and standards ¢
from the activities intended by regulatory or gsirg bodies due to ambiguities related to practiegulatory authorities may initiate le
proceedings against us and our business may besHarm
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Provisionsin our bylaws could discourage, delay or preventtzange of control of our company and may resultam entrenchmer
of management and diminish the value of our commstock.

Our bylaws provide that, unless otherwise presdrite statute or the certificate of incorporatiopesial meetings of the stockhold
can only be called by our President, by a majarityhe Board of Directors, or at the written requefsstockholders owning at least 50%
amount of the entire capital stock of the Compasuéd and outstanding and entitled to vote. Tpeseisions may discourage, delay
prevent a merger, acquisition or other change pfrobthat our stockholders may consider favorat8eich provisions could impede the ab
of our common stockholders to benefit from a chaofjeontrol and, as a result, could materially adel/ affect the market price of «
common stock and your ability to realize any pdtdrhange-in-control premium.
Item 1B. Unresolved Staff Comments

None.
Item 2.  Properties

Our principal executive offices are located at Thitd Avenue, 22nd Floor, New York, NY 10017.
Item 3. Legal Proceedings

We have no material proceedings pending nor arawage of any pending investigation or threaten@ghlion by any third party.

ltem 4. Mine Safety Disclosures

Not applicable.
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PART II

Item 5. Market For Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie

Market Information

We are a reporting company under the Exchange akxt,our public filings can be accessed at www.s&c.@ur common stock
listed for quotation on the OTC Market under theding symbol “RTRX” (“DGTE” prior to December 17, 2012). There has been ld
trading in our shares since they became eligitié¢réaling on the OTC Market during the third quadg2008.

The following table sets forth for the periods itatied the high and low bid prices of our commortiston the OTC Market. Tl
following table sets forth the high and low bidgas for our common stock for the periods indicasdeported by the OTC Market (“N/A”
indicates no trading during such period). The Wetpotations reflect inter-dealer prices, withoetail mark-up, markdown or commissio
and may not represent actual transactions.

Quarter Ending High Low
Fiscal Year 2013
First Quartel $ 578 % 2.9C
Second Quarter (through May 29, 20 $ 9.9¢ $ 5.2t

Fiscal Year 2012
First Quartel N/A N/A

Second Quarte $ 108 % 1.0t
Third Quartel $ 108 % 1.0t
Fourth Quarte $ 3.0 $ 0.1z
Fiscal Year 2011
First Quartel $ 09C $ 0.9C
Second Quarte $ 09C $ 0.9C
Third Quartel $ 108 % 0.9C
Fourth Quarte $ 108 % 0.9C
Fiscal Year 201C
First Quartel N/A N/A
Second Quarte $ 09C $ 0.9C
Third Quartel $ 09C $ 0.9C
Fourth Quarte $ 09C $ 0.9C

As of May 30, 2013, we had approximately 265 had#rrecord of our common stock.
Dividends

Since inception we have not paid any dividends uncommon stock. We currently do not anticipatgipgany cash dividends in t
foreseeable future on our common stock. Althoughintend to retain our earnings, if any, to finarthe exploration and growth of ¢
business, our Board of Directors will have the diton to declare and pay dividends in the futuPayment of dividends in the future \
depend upon our earnings, capital requiremento#ret factors which our Board of Directors may deetavant.

Recent Sales of Unregistered Securities and UseRrbceeds

There were no sales of securities by the Compampnglthe period covered by this Transition Repbatthave not previously be
reported.
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Purchases of Equity Securities by the Issuer

There were no purchases of equity securities bytirapany during the fourth quarter ended Decembge@12.
Item 6. Selected Financial Date

Not applicable.
Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion includes forwalabking statements about our business, financiadition and results of operatio
including discussions about managemgrtXpectations for our business. These statememtesent projections, beliefs and expectationsd
on current circumstances and conditions and int lgfhrecent events and trends, and you should oostoue these statements eithe
assurances of performance or as promises of a gimarse of action. Instead, various known and unknfactors are likely to cause our ac
performance and managemeandictions to vary, and the results of these vagiameay be both material and adverse. A descrigtionateria
factors known to us that may cause our resultatyg,\or may cause management to deviate from it®euplans and expectations, is set 1
under “Risk Factors.” See “Cautionary Note Regaydiforward-Looking StatementsThe following discussion should also be rea
conjunction with our audited and unaudited consaéd financial statements, including the notesetioerand unaudited pro forma combi
financial statements appearing elsewhere in trasdition Report.
Overview

Our results of operations discussed below reflectoperations during the period in which we ardéwelopment stage and starting
our operations. As a result, these results shooid@ considered indicative of our anticipated itssaf operations on a going forward basis.

Results of Operations

The following discussion summarizes the key factmis management believes are necessary for an staddimg of our financi
statements.

Operating Expenses

For the period March 11, 2011 (inception) throucgdc@mber 31, 2011

Operating expenses were approximately $3.27 milfianthe period from March 11, 2011 through DecemBg, 2011, whic
consisted of (i) compensation and related costgppfoximately $2.23 million which included approxsitaly 431,000 shares of vested incer
shares granted to members and employees amountiagproximately $1.72 million, (ii) professionalefe of approximately $0.91 milli
which included (a) approximately 60,000 sharesasted incentive shares granted to consultants amgue approximately $0.26 million f
services rendered; (b) research and developmestdiapproximately $0.35 million related to Retrop$h drug (REQ01) candidate for tl
treatment of Duchenne Muscular Dystrophy; (c) leg@ense of approximately $0.10 million relateddomation of the company, employm
and consulting agreements and general coporatrk; and (d) consulting fees of approxha $0.20 million related to outsourcing
management roles, (iii) nine months rent expensappfoximately $0.06 million, and (iv) the remaigibalance of $0.07 million is relatec
travel and entertainment, depreciation, advertisimg) other operating expenses.

For the year ended December 31, 2012

Operating expenses were approximately $30.26 miliay the year ended December 31, 2012, which istats of (i) compensatic
and related costs of approximately $18.13 millidrial included approximately 2,048,000 shares ofegemcentive shares granted to mem
and employees amounting to approximately $16.0lliamjl (i) professional fees of approximately $9.@Gnillion which included (¢
approximately 194,000 shares of vested incentivereshgranted to consultants and direct transfershafes to consultants by mem|
amounting to approximately $6.40 million for serdcrendered; (b) research and development feegpobdmately $0.52 million related
Retrophin's drug (RE-021 and RR4) candidate for the treatment of FSGS and PKAHN evaluation of potential new technologies; (gjal
expense of approximately $0.91 million related itensing and production acquisition, employment aadsulting agreements and gen
corporate work; (d) consulting fees of approximat8D.83 million related to outsourcing managemesies, (e) contracted services
approximately $0.11 million and (f) accounting fedsapproximately $0.26 million related to genesatounting and audit work, (iii) twel
months rent expense of approximately $0.1 mill{@r), license fee of approximately $1.70 million) @epreciation and amortization expens
approximately $0.12 million related to the Ligamkehsing agreement, (vi) bad debt expense of $@ii®n and (vii) the remaining balance
$0.61 million is related to travel and entertainiedvertising and other operating expenses.
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Forthe periodMarch 11, 2@ 1 (i nception) through December 31,2012

Operating expenses were approximately $33.52 miltlaring the period from March 11, 2011 through &eber 31, 2012. T
largest factors impacting our operating expensesgthe period related compensation and relatstsanf approximately $20.36 million ¢
$9.94 million in professional fees which includedck base compensation of approximately $24.39ianillconsisting of approximatt
2,479,000 shares of vested incentive shares grémt@@mbers and employees amounting to approxignéfel.74 million and approximat:
254,000 shares of vested incentive shares graotemrisultants and direct transfers of shares tsudtants by members amounting
approximately $6.65 million for services renderédperating expenses also included rent expensespmfoximately $0.16 milliol
depreciation and amortization expenses of appraeiyn&0.13 million, license fee of approximately. #1 million, bad debt expense of $(
million and travel and entertainment, other expsrs® advertising fees of approximately $0.67 onilli

Other Operating Expenses

Other operating expenses for the period March D112inception) through December 31, 2011, for ykar ended December
2012, and for the period March 11, 2011 (inceptibmpugh December 31, 2012 were as follows: (irapipnately $0.005 million,$0.003 a
$0.008 million, respectively which is related tdoas in foreign exchange in a vendor payment,afiproximately zero, $0.022 million ¢
$0.022 million, respectively which related to $.28lion note receivable with an interest rate of 1% annum offset by approximately z
$0.106 million and $0.106 million respectively otérest expense relate to a $0.900 million and3fDribte payable with an interest rati
12% and 15%, respectively, per annum.

Income Taxe

As a limited liability company, we were treatedapartnership for the purposes of U.S. federal modt applicable state and lc
income tax during the stamp period from March 11, 2011 through September2®12. Accordingly, no provision was been madeUds.
federal and state income taxes in the accomparfinagcial statements, since all items of incoméoss were required to be reported on
income tax returns of the members, who are respnfir any taxes thereon.
Impact of Inflation

The impact of inflation upon our revenue and inci{tass) from continuing operations during eachh# past two fiscal years has
been material to our financial position or resafoperations for those years because we have adupts for sale and do not maintain
inventories whose costs are affected by inflation.
Net Loss

For the period March 11, 2011 (inception) througkc®mber 31, 2011, for the year ended December@®L and for the peri

March 11, 2011 (inception) through December 31,2@Lr net loss from operation were approximatedy2% million, $30.26 million ar
$33.52 million, respectively.
Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements.
Liquidity and Capital Resources

Management believes that we will continue to inogses for the foreseeable future. Therefore weeither need additional equity
debt financing, or bgntering into strategic alliances on products inettgoment to sustain our operations until we cdriea@ profitability an
positive cash flows from operating activities, Viee.

Our continued operations will depend on whethercame successfully or raise additional funds throaghity and/or debt financir
Such additional funds may not become available aoegtable terms, if at all, and we cannot assurethiat any additional funding we
obtain will be sufficient to meet our needs in tbweg term. Through September 2012, we had raispcbapnately $4.6 million through capi
contributions and notes payable from Retrophinedhaiders and related parties.

In January 2013, we sold an aggregate of 272,28fieshof common stock in certain private placemeartsactions, for an aggreg
purchase price of $816,664 in cash.
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On February 14, 2013, in connection with the clgfi a private placement, we issued and sold aneggte of 3,045,929 shares
common stock, for an aggregate purchase price df3$9787 in cash, and warrants to purchase up taggnegate of 1,522,969 share
common stock.

Since our inception in 2011, we have generateceiof®m operations and we anticipate that we wifit;iue to generate losses fi
operations for the foreseeable future. As of Deamdli, 2012 and December 31, 2011, our stockholdefiit was approximately $3,408,(
and $536,000, respectively. Our net loss from dpers for the period March 11, 2011 (inception)otigh December 31, 2011, for the y
ended December 31, 2012 and for the period Mar¢l@11 (inception) through December 31, 2012 wemaimately $3.27 million, $30.:
million and $33.52 million, respectively. Net casbed in operating activities were $0.79, $2.74ianlland $3.52 million for the period Mai
11, 2011 (inception) through December 31, 2011tHeryear ended December 31, 2012 and for thegétarch 11, 2011 (inception) throt
December 31, 2012, respectively. Operations simception have been funded entirely with the prosdesn equity and debt financings. As
December 31, 2012, we had cash, cash equivalerapprbximately $11,400. We anticipate that our texgscapital resources will not
sufficient for us to continue operations beyond &@sber 2013 without additional funding. We will cionte to fund operations from cash
hand and through the similar sources of capitaViptesly described. We can give no assurance thet sapital will be available to us
favorable terms or at all. If we are unable toeasiditional funds in the future on acceptable seron at all, we may be forced to curtail
desired development. In addition we could be foricedelay or discontinue product development, amddo attractive business opportuni
Any additional sources of financing will likely inlve the sale of our equity securities, which \wdlve a dilutive effect on our stockholders.

Cash Flows from Operating Activities

Operating activities used approximately $2.74 wniliof cash during the year ended December 31, 20triared to $0.79 millic
from the period March 11, 2011 (inception) throu@gcember 31, 2011, the increase of approximatelSsmillion was primarily the result
the increase in net loss of approximately $27.0Wianidue to the significant expenses we incurredimy for stock base compensati
compensation expense, and professional fees, df§satnoneash charge increase of approximately $22.51 millis well as a net change
approximately $2.61 million in our accounts payadtel accrued expenses. Neash charges consisted of stock base compensatioted ti
employees and consultants for services rendereénathount of approximately $20.43 million. The ohange in our operating assets
liabilities was primarily the result of accrued geemsation expense.

Cash Flows from Investing Activities

Cash used in investing activities for the year eénDecember 31, 2012 was approximately $1.70 millmompared to approximat:
$0.13 million from the period March 11, 2011 thrbuDecember 31, 2011. The increase of approxim&&l$7 million was primarily t
result of $1.17 million to purchase intangible assprimarily related to RE-021 sublicense fromdrig.

Cash Flows from Financing Activities

For the year ended December 31, 2012, financiniyites provided approximately $4.44 million, compd to proceeds
approximately $0.8 million from the period Mh 11, 2011 through December 31, 2011. Theease of approximately $3.6 million v
primarily a result of an increase of approximat®®/7 million of proceeds from the private sale of equity securities and approximately ¢
million of proceeds from related parties' notesgids.

In January 2013, we sold an aggregate of 272,28festof common stock in certain private placememtsiactions, for an aggreg:
purchase price of $816,664 in cash. The issuahseah shares of common stock was not registerdéruhe Securities Act as such issua
was exempt from registration under Section 4(2hefSecurities Act and Regulation D promulgatedetheder.

On February 14, 2013, we closed a private placemied045,929 shares of our common stock, at ahase price of $3.00 per sha
or $9,137,787 in the aggregate, and Warrants tohase up to an aggregate of 1,522,969 shares ahoanstock with an exercise price
$3.60 per such share underlying any Warrant. $heance of the shares of common stock in suchtprplacement was not registered ur
the Securities Act as such issuance was exempt femistration under Section 4(2) of the Securitdes and Regulation D promulgat
thereunder.

The Company concurrently entered into a registnatights agreement requiring it to file a registratstatement on Form Bwithir
30 days of the closing date of the transaction eengse such registration statement to be declafedtigk within 60 days thereafter. 1
registration rights agreement provides for the paynof certain liquidated damages at the rate ofo2%e gross proceeds per month for
registration rights agreement provides for the paynof certain liquidated damages at the rate ob2¥%e gross proceeds per month for .
month in which the Company is not in compliancenviite agreement, not exceeding 10% of gross predadtie aggregate.
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Plan of Operation

Our plan of operation for the years ending Decen®¥ier2013 and 2014 is to continue implementing luuginess strategy, includi
the clinical development of our three drug candidatocusing primarily on the development of BEL for the treatment of FSGS. We
intend to expand our drug product portfolio by adqg additional drugs for marketing or developméme expect our principal expenditu
during the next 12 months to include:

« operating expenses, including expanded researcdarelopment and general and administrative exjseasel

« product development expenses, including the costsriied with respect to applications to conducticdil trials in the Unite
States for our three products and the costs ofinggand planned clinical trial

As part of our planned expansion, we anticipaténgiup to fifteen additional fullime employees for research and develop
activities and up to five additional fulime employees for general and administrative @a/ In addition, we intend to use clinical resd
organizations and third parties to perform ourichh studies and manufacturing. At our current dedired pace of commercialization
clinical development of our drugs, through 2013, expect to spend approximately $5 million on clatidevelopment and research
development activities and approximately $4 million general and administrative expenses. We caamssire you these amounts will
sufficient to fund our operations over the courb¢he next two years and we may need to expendfisigntly greater amounts to accomp
our goals.

Research and Development Projects

RE-021. We plan to conduct a Phase 2 clinical trial of-8&R. in patients with focal segmental glomerulosides (FSGS) over tl
next 1248 months, with reduction in proteinuria as thernaiy endpoint. We expect it will take at least éhyears to complete development
obtain FDA approval of RB21 for any indication, and we may never obtairhsajgproval. Currently, we anticipate that we wika to exper
approximately an additional $6 to $8 million in eégpment costs through yearend 2013 and at leaaggmegate of approximately $25 to .
million before we receive FDA approval for RE-02it freatment of patients with FSGS.

RE-024. We intend to develop RE-024 as a potential treatrfor pantothenate kinase-associated neurodesf@re(PKAN). REO24
is a preclinical investigational program. In vitesting of these molecules is underway, and weebgbat in vivo evaluation will begin in ea
2013. We plan to file the Investigational New Drgplication (the “IND”) for RE©24 by 2014. We expect that it will take an addigibfive tc
seven years to complete development and obtain Bpgroval of RE324, if ever. Currently, we anticipate that we wikked to exper
approximately an additional $2 to $4 million in @éspment costs on through yearend 2013 and at deaaggregate of approximately $3
$50 million until we receive FDA approval for RE©2hould we choose to continue development.

RE-001. RE-001 is a recombinant, modified form of utrophirgratein similar to the dystrophin protein that issing in the muscl
of DMD patients. RE-001 is a preclinical investigaal program. Production scalg-the molecule is underway, and we expect thaiva
evaluation of clinical trial quality material magdin in 2013. Currently, we anticipate that we widled to expend approximately an additi
$2 to $4 million in development costs through yedr@013. We expect to initiate a Phase 1 clinitadys of REO01 in DMD patients by tt
end of 2014. We can provide no assurances thabpten can successfully start this study.

License Agreement Obligations
Ligand Licenst

In February 2012, we entered into an agreementpntdo which Ligand agreed to grant us a worldwickense for the developme
manufacture and commercialization of RE1 (DARA). Under the license agreement, Ligandhtigated to transfer to Retrophin cer
information, records, regulatory filings, materialsd inventory controlled by Ligand and relatingtouseful for developing RB21. We mut
use commercially reasonable efforts to developammercialize RE}21 in specified major market countries and otlwemtries in which w
believe it is commercially reasonable to develop emmmercialize such products.

As consideration for the license, we are requiethake substantial payments upon the achievemerdrtdin milestones totaling
to $106.9 million, payable upon the achievementetain milestones. Should we commercialize G2&-or any products containing any
these compounds, we will be obligated to pay tahijan escalating annual royalty based on net ehlssuch products. In the event that
sublicense any of these compounds to a third pReyrophin shall pay to ligand a percentage offith@ncial consideration in addition to
milestone and royalty payments required. The lieeagreement contains other customary clauses ant tas are common in simi
agreements in the industry.
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Critical Accounting Policies

The preparation of financial statements in confeymith accounting principles generally acceptedthie United States requil
management to make estimates and assumptionsftbet @eported amounts of assets and liabilitieofathe date of the balance sheet
reported amounts of expenses for the periods piedefudgments must also be made about the diselo§gontingent liabilities. According!
actual results could differ significantly from tlogstimates. We believe the following discussiodresses the accounting policies that
necessary to understand and evaluate our repantaucfal results.

Share-Based Payments

We adopted authoritative accounting guidance whastablishes standards for shhesed transactions in which we rec
consultants or employee's services in exchangedoity instruments, such as stock incentive awartdese authoritative accounting stand
require that we expense the fair value of stockrdsjaas measured on the awards' grant date.

If factors change and we employ different assunmgtim the application of the relevant accountingdgnce in future periods, t
compensation expense that we record may differifgigntly from what we have recorded in the currpetiod. There is a high degree
subjectivity involved when using fair value to estite sharddased compensation. Consequently, there is ahikour estimates of the f
values of our sharbased compensation awards on the grant dates naaylithe resemblance to the actual values realizgdn the vestin
expiration, early termination or forfeiture of tleoshareébased payments. Stock incentive awards options enpire worthless or otherwi
result in zero value as compared to the fair vabragnally estimated on the grant date and regbitteour financial statements. Alternative
value may be realized from these instruments tlesignificantly in excess of the fair values angjly estimated on the grant date and reps
in our financial statements.

Income Taxes

We follow FASB ASC 740, Income Taxes, which regsirecognition of deferred tax assets and lialslif@ the expected future 1
consequences of events that have been includdg ifinancial statements or tax returns. Under riiéshod, deferred tax assets and liabil
are based on the differences between the finasiEitdment and tax bases of assets and liabilisieg @nacted tax rates in effect for the ye
which the differences are expected to reverse.iEfdax assets are reduced by a valuation allogvemthe extent management concludes
more likely than not that the asset will not belireal. Deferred tax assets and liabilities are mesas using enacted tax rates expected to
to taxable income in the years in which those tenauyodifferences are expected to be recoveredttede

The standard addresses the determination of whithdrenefits claimed or expected to be claimea ¢ex return should be recort
in the financial statements. Under FASB ASC 740,may recognize the tax benefit from an uncertairpwsition only if it is more likely the
not that the tax position will be sustained on exeation by the tax authorities, based on the tezdininerits of the position. The tax bene
recognized in the financial statements from suglogition should be measured based on the largasfibéhat has a greater than fifty perc
likelihood of being realized upon ultimate settlethd=ASB ASC 740 also provides guidance onrelgnition, classification, interest ¢
penalties on income taxes, accounting in interimople and requires increased disclosures. At thie dhadoption, and as of December
2012 and December 31, 2011, the Company does metehbability for unrecognized tax uncertainties.

Our policy is to record interest and penalties noauntain tax positions as income tax expense. Amdffor fiscal years end Decem
31, 2012 and December 31, 2011, we had no accnte$t or penalties related to uncertain tax joosit

Net loss per share

Basic net loss per common share is computed bidiyinet loss applicable to common stockholdertheyweighted average num
of common shares outstanding during the periodsepted as required by FASB ASC 260, Earnings PareSh

Recently Issued Accounting Pronouncements

The Company has evaluated recent accounting praeowents and their adoption has not had or is no¢@rd to have a matel
impact on the Company’s financial position or opierss.
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EmergingGrowth Company Critical Accounting Policy Disclosur

We qualify as an “emerging growth companyider the 2012 JOBS Act. Section 107 of the JOBBphavides that an emergi
growth company can take advantage of the extend@dition period provided in Section 7(a)(2)(B)té Securities Act for complying wi
new or revised accounting standards. As an emeigiogth company, we can delay the adoption of gedacounting standards until th
standards would otherwise apply to private comEaée have elected to take advantage of the beruéfihis extended transition period.

ltem 7A. Quantitative and Qualitative Disclosures About Market Risk

Our primary exposure to market risk is relatediarges in interest rates. As of December 31, 20&%ad cash, cash equivalents
short- term investments of approximately $11,000, comgjsbf money market funds, U.S. treasuries, cesifts of deposit and c:
equivalents. This exposure to market risk is irderate sensitivity, which is affected by changeshie general level of U.S. interest re
particularly because our investments are in stesrtrtmarketable securities. Our shiatm investments are subject to interest ratearsk will
fall in value if market interest rates increase.eDto the shorterm duration of our investment portfolio and tloevirisk profile of ou
investments, an immediate 10 percent change ineistteates would not have a material effect orfalvenarket value of our portfolio. We he
the ability to hold our shoterm investments until maturity, and therefore weuild not expect our operations results or cash Slowv b
affected by any significant degree by the effecaathange in market interest rates on our invesdsné&ie carry our investments basec
publicly available information. We do not currentigve any hard to value investment securities curgtées for which a market is not reac
available or active.

We are not subject to significant credit risk as tlis risk does not have the potential to materiallympact the value of our asse
and liabilities.

Iltem 8. Financial Statements and Supplementary Dat

The consolidated financial statements and suppleanendata of Retrophin, Inc. required by this Itane described in Item 15 of t
Transition Report on Form 10-K and are presentgihineng on page F-1.

Item 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure

In connection with the closing of the 2012 Mergetarcum LLP Certified Public Accountants, the indegent registered pub
accounting firm for former Retrophin, our predecgsgrior to the 2012 Merger, became the independsgistered public accounting firm
us. On October 29, 2012, we filed a Current ReporForm 8K with the SEC acknowledging the dismissal of MiehB. Cronin CPA as o
independent registered public accounting firm duéhe requirements of the SEC and the Public Copnparcounting Oversight Board tt
lead and concurring reviewer partners cannot dodisame company for more than five consecutivesyelRequired disclosures n such Cui
Report on Form 8-K relating to our dismissal of faemer accountant as required under Item 4.01udhieg the former accountantigtter o
response to such dismissal, is incorporated hdrgireference. The decision to appoint Marcum LL&wecommended, and subsequt
approved, by our board of directors in connectidth the 2012 Merger.

Item 9A. Controls and Procedures
(a) Evaluation of Disclosure Controls and Procedures

Management, with the participation of our Principakcutive Officer and Principal Financial Officegrried out an evaluation of the
effectiveness of our “disclosure controls and pdares” (as defined in the Securities Exchange Ad984, as amended (the “Exchange Act”))
Rules 13a-15(e) and 15d-15(e)) as of the end gb¢hied covered by this Annual Report on Form 1(H€ “Evaluation Date”). Based upon
that evaluation, our Chief Executive Officer andeZlrinancial Officer have concluded that as of Bvaluation Date, our disclosure controls
and are not effective to ensure that informatiaquieed to be disclosed by us in reports that weedil submit under the Exchange Act (i) is
recorded, processed, summarized and reported mvithitime periods specified in the SEC rules amoh§ and (ii) is accumulated and
communicated to our management, including our Rral&xecutive Officer and Principal Financial @#r, as appropriate to allow timely
decisions regarding required disclosure.

(b) Management’s Report on Internal Control Over Finah&eporting
Our management is also responsible for establistitgmaintaining adequate internal controls overftial reporting (as such term is defined
in Rules 13a-15(f) and 15d-15(f) of the Exchangé&) A©ur internal controls over financial reportiisgdesigned to provide reasonable

assurance regarding the reliability of financigdogting and the preparation of financial statemémt&xternal purposes in accordance with
generally accepted accounting principles.
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As of December 31, 2012, we carried out an assedsvhéhe effectiveness of our internal control ofieancial reporting based on the
framework in “Internal Control-Integrated Framewbigsued by the Committee of Sponsoring Organizetiof the Treadway
Commission. Based on our evaluation, our manageatertiuded that our internal control over finahc@porting was not effective as of
December 31, 2012.

As of December 31, 2012, we had identified cemadtters that constituted material weaknesses iintemal controls over financial reportit
specific material weaknesses include the factuleafi) have experienced difficulty in generatindadian a form and format that facilitates the
timely analysis of information needed to produceuaate financial reports, (i) have experiencedidifty in applying complex accounting and
financial reporting and disclosure rules requirader GAAP and the SEC reporting regulations, aii}dh@ve limited segregation of duties.
have taken certain steps in an effort to corregs¢hmaterial weaknesses, including hiring of a f{Firancial Officer who has significant
experience with publicly held companies. Althoubis is an important step towards improving theli@pfion of complex accounting
principles, the preparation of financial reportsl éime segregation of duties, additional time i itquired to fully implement additional interr
controls procedures and test their operating effexcess before we can definitively conclude thathaee remediated our deficiencies. Bec:
these remediation steps have not yet been compleetave performed additional analyses and otfteergplures to ensure that our
consolidated financial statements contained inAmsual Report were prepared in accordance with 8/A#d applicable SEC regulations.

We believe that our weaknesses in internal cowtret financial reporting and our disclosure corgmalate in part to the fact that prior to the
2012 Merger with Desert Gateway, Retrophin was allsprivately-held company and was not subjeqiublic company disclosure
requirements, including the requirement to reparindernal control over financial reporting in collapce with Section 404 of the Sarbanes-
Oxley Act of 2002 and Item 308 of Regulation S-®ur internal controls are still in a state of tiéina as we work diligently to integrate and
assimilate all of our operations and work to remggysignificant deficiencies that together constita material weakness in our internal
control over financial reporting.

This annual report does not include an attestaport of our registered public accounting firmagdjng internal control over financial
reporting. Management's report was not subjecttstation by our registered public accounting fpursuant to rules of the SEC that permit
us to provide only management’s report herein.

Change In Internal Control Over Financial Reporting

There were no changes in our internal control direncial reporting that occurred during the twelmenths ended December
2012 that have materially affected, or are readgriddely to materially affect, our internal controver financial reporting.

Item 9B. Other Information

None.
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PART III
Item 10. Directors, Executive Officers, and Corporate Goverance of the Registran
Management

The following table sets forth the name, age, aositjpn of our directors and officers as of theedat this prospectus. Executive
officers are elected annually by our board of doexz Each executive officer holds his office Uh# resigns, is removed by the board, or his
successor is elected and qualified. Directorsedeeted annually by our stockholders at the anme#ting. Each director holds his office
until his successor is elected and qualified ordasdier resignation or removal. Each persondistelow was appointed to his respective
office and/or director position as of December2(12.

Name Age Position

Martin Shkreli 30 Chief Executive Officer and Directi
Marc Panofi 43 Chief Financial Office

Horacio Plotkin, M.D. 48 Chief Medical Officel

Stephen Aselag 62 Director

Steve Richardso 58 Director

MARTIN SHKRELIhas served as the Chief Executive Officer and asiractor of the Company since December 17,
2012. Previously, Mr. Shkreli was the founder atiphin, LLC (the predecessor of our predecedRetrophin, Inc.) and served as the
President of our predecessor since its formation.9Wkreli is also the founder and managing partiéddSMB Capital Management, a New
York hedge fund firm founded in 2006 that managesugety of partnerships. Prior to MSMB, Mr. Shkrelas employed at Intrepid Capital
Management from 2004 to 2006 and previously at @raBerkowitz & Co, both of which are hedge fundrfir based in New York. Mr.
Shkreli is an experienced biotechnology and phaemtical industry investor, particularly in businesswith orphan drugs. Mr. Shkreli
received his BBA from Baruch College. Mr. Shknghs selected as a director because of his busimesprofessional experience, including
but not limited to his leadership of Retrophin lie tearly stages, private and public financingsasdccessful track record of identifying drug
assets.

MARC PANOFFhas served as the Chief Financial Officer of then@any since May 20, 2013. Prior to joining the @amy and
beginning in February 2012, Mr. Panoff served &eaior Partner and Vice President of Finance au@bNorth America, the world’s
number one media investment management group. Bammary 2006 to February 2012, Mr. Panoff servec€Clief Financial Officer,
Treasurer and Secretary of Neurologix, Inc., a isbbkraded company that was engaged in the rekeand development of proprietary
treatments for the brain and central nervous syspeimarily utilizing gene therapies. From July 20@ January 2006, Mr. Panoff served as
Chief Financial Officer of Nephros, Inc., a pubjictaded medical device developer. Mr. Panoff neeeihis Bachelor of Science in Business
Administration from Washington University in St. Wis and his Masters in Business Administration frdrizona State University. He is also
a Certified Public Accountant in New York State.

HORACIO PLOTKIN, M.Dhas served as the Chief Medical Officer of the Canypsince May 13, 2013. Prior to joining the
Company and beginning in 2012, Dr. Plotkin servetha Executive Medical Director of Clinical Res#aat Alexion Pharmaceuticals, Inc., a
biotechnology company focused on delivering lifeasforming therapies for patients suffering frortraitare, severe, and life-threatening
disorders. From 2010-2011, Dr. Plotkin served asideMedical Director of Clinical Research at ErembPharma, Corp., a private
biopharmaceutical company focused on the developwifetherapies to treat patients with ultra-rare dife-threatening genetic metabolic
disorders, which was acquired by Alexion Pharmacalst on December 28, 2011. From 2008 to 2011PItkin served as Medical Director
of Clinical Research at Genzyme Corporation, adgiohology company, where Dr. Plotkin led his teanthie approval of a treatment for
Pompe disease. Dr. Plotkin will continue to seasean Adjunct Associate Professor of Pediatrics@midopedic Surgery at the University of
Nebraska School of Medicine, a position he has bilde 2007. Dr. Plotkin earned his M.D. from Weiversity of Buenos Aires School
Medicine in 1987.
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STEPHEN ASELAGRas served as a director of the Company since Desefy, 2012. Previously, Mr. Aselage was a dineof
our predecessor, Retrophin, Inc., since OctobeR2Bfior to joining Retrophin, Mr. Aselage servexitlae Executive Vice President and Chief
Business Officer at BioMarin, a biotechnology compafrom December 2009 through September 2012. ffovtt June 2005 to December
2009, Mr. Aselage served as BioMarin's Senior \iigesident of Global Commercial Development. Fragbriary 2004 to June 2005, Mr.
Aselage served as Executive Vice President of GlGlmenmercial Operations at Cell Therapeutics, d@daionology company focused on
cancer therapeutics. From September 2003 to Jard@f4, Mr. Aselage served as Senior Vice Presidétorth American Sales and
Marketing for Genzyme Corporation, a biotechnolagynpany, following Genzyme’s acquisition of Sang#fadical Corporation where he
had worked since February 1999. While at Sangdtit, Aselage restructured the company’s sales, ntiamgkeand medical affairs
groups. From 1996 through 1999, Mr. Aselage sema®director of Sales and Marketing at AdvanceduésSciences, a biotechnology
company. Earlier in his career, Mr. Aselage heldadety of sales and sales management positiotsoggchnology and pharmaceutical
companies including Rhéne-Poulenc Rorer Pharmadsiti(now Sanofi-Aventis), Genentech, Inc., andstfi Laboratories, a
biopharmaceutical company. Mr. Aselage holds a B.Biology from the University of Notre Dame. Mkselage was selected as a director
because of his business and professional experigmdeding but not limited to his leadership ofoBarin in drug commercialization, private
and public financings and a successful turnarodmdudtiple businesses.

STEVE RICHARDSONas been a director of the Company since Decenhe2(ll2. Previously, Mr. Richardson was a Manader
Retrophin, LLC (the predecessor of Retrophin, Ismfe June 2011. Mr. Richardson is a Senior Amivis The Boston Consulting Group, a
global management consulting firm, a position he held since early 2009. Previously Mr. Richardspant over 30 years with American
Express, most recently as Senior Vice Presidemturhan Resources and Chief Talent Officer, whersdrged as a key advisor for major
business transformation and enterprise-wide org#ioizal change and restructuring. Mr. Richardsenved as a Board member of United
Way Worldwide from 2008 to 2010 and is currenthSanior Advisor to the Hidden Brain Drain Task Foreetask force focused on
identifying, developing and promoting a second gatien of corporate policies and practices thapsupthe ambition, work and life needs of
highly qualified talent across the divides of gemdgeneration and culture. Mr. Richardson wasctetkas a director due to his extensive
experience in overseeing and advising growing comngsaand substantial experience in business tranaf®mn, global general management
and recruiting talented management.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires ourctiims and officers, and persons who beneficially amore than ten percent (10%
our common stock (collectively, “Reporting Persgnsg’file reports with the SEC of beneficial ownegshind reports of changes in benefi
ownership of our common stock on Forms 3, 4 anBéporting Persons are required by applicable SH&3 to furnish us with copies of
such forms filed with the SEC pursuant to Secti6(a) of the Exchange Act. To our knowledge, basdel\s on our review of the copies of
Forms 3, 4 and 5 received by us during the fisealynded December 31, 2012 and written repregamahat no other reports were requi
we believe that all reports required to be filedsigh persons with respect to the Compsifigcal year ended December 31, 2012 were ti
filed.

Code of Ethics

The Company has not previously adopted a codehidsebecause until the consummation of the 2012gkterthe Company was
shell company. We are reviewing a Code of Ethichwill provide it once it has been approved by Board of Directors.

Committees of the Board of Directors

Our board of directors performs the functions & #udit committee. We do not have a qualified faianexpert at this time becat
we have not been able to hire a qualified candidatether, we believe that we have inadequate fiimhmesources at this time to hire sucl
expert. We intend to continue to search for a §jedlindividual for hire.

Due to our small size and limited operations tedate do not presently have a nominating commiteather committee performi
similar functions. We have not adopted any procesitny which security holders may recommend nomiteeesir board, and we do not ha\
diversity policy.

Compensation of Directors

We have not established a policy to provide comaiems to our directors for their services in suepacity. Our board will consic
developing such a policy in the future.

Item 11. Executive Compensatior

The following table sets forth all cash compensapaid by the Company for the fiscal years 2011 20t2. The table below s
forth the positions and compensation for each effand director of the Company.
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SUMMARY COMPENSATION TABLE
Name and | Fiscal Year| Salary Bonus Stock Option | Non-Equity Change in All Other Total
Principal (%) (%) Awards | Awards [Incentive Plan[Pension ValugCompensation €))
Position %) @) (%) (1) [Compensation and (%)
%) Nonqualified
Deferred
Compensation
Earnings
(%)

Martin
Shkreli. chiel 2012 250,00( 565,23]14,444,10 -- = - --| 15,259,33]
Executive
Officer and 2011 187,50 34,900 1,608,30( - - - | 1,830,70(
Director (2)
Stephen 2012 83,333 --| 2,000,00( -- - -- -| 2,083,33]
Aselage,
Director (2) 2011 - - -- - -- - -- -
Steven 2012 - -- -- -- -- - -- -
Richardson,
Director (2) 2011 - - - - - - == ==
Robert
Wilson, 2012 - - - - - - - -
former Chief
Executive
Officer,
Presidentand 2011 - - - - - - - -~
Director (3)
Gary 2012 -- - - - - -- - -
Lyons, forme
Director (3) 2011 - - - - - - == ==

(1) Amounts reflect the aggregate graedair value of stock awards computed in accazdamith FASB ASC 718 and are

necessarily an indication of which named executiifieers received the most gains from previouslgnged equity awards.

(2) The compensation data for Messrsr&hkAselage and Richardson prior to December2DA2 reflects compensation p
by our predecessor, Retrophin, Inc., formerly kn@srRetrophin, LLC.

3) Prior to December 12, 2012, Roberts@fi served as the principal executive officer afsBrt Gateway and, prior
December 17, 2012, Robert Wilson and Gary Lyonseskas directors of Desert Gateway. Desert Gatadigyot paid its officel
and directors any salary or consulting fees irdligears 2011 and 2012.

Compensation Arrangements

Mr. Shkreli receives an annual base salary of 8D, Mr. Shkreli's praated salary for fiscal 2011 was $187,500 due &
employment with the Company beginning on MarchZI,1. Mr. Shkreli received a bonus of $34,900fial 2011 and a bonus of $565,.
for fiscal 2012.

Grants of Stock Awards

On March 31, 2011, the Company granted 1,608,30€nitive shares to Mr. Shkreli, which vested onfthal day of each calenc
guarter over three years, commencing on June 3,.20n September 11, 2012, the Company acceletfadedesting of 938,175 of the she
issued to Mr. Shkreli.

In January 2012, the Company granted 801,600 ineeshares to Mr. Shkreli, which vested on thelfatey of each calendar qual
over three years, commencing on March 31, 2012.S€stember 11, 2012, the Company immediately vdgtedShkreli's 28,185 unvest
incentive shares for continuing services. On Ddmmill, 2012, Mr. Shkref’ 573,015 remaining unvested incentive shares wese(
immediately in connection with the 2012 Merger.

All of such grants of incentive shares were oritijnéssued as Class B incentive units of our predsor, Retrophin, LLC, tt
represented a profits interest up through the dlfermer Retrophirs conversion to a C Corporation on September 202 2®rior to forme
Retrophins conversion to a corporation, shares granted @niive shares were subject to certain conditidntha time of grant, whic
specified that the upon the occurrence of certaants, former Retrophin had the right to repurctalbeested incentive shares owned by :
incentive shareholder. This repurchase option wasimded upon former Retrop’s conversion to a corporatic



Employment Agreemer

We do not have any employment agreements.
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Compensation Committee

Due to our small size and limited operations toedate do not presently have a compensation conendteother committe
performing similar functions. We have not adoptey arocesses and procedures for the consideratidndatermination of executive ¢
director compensation.by which security holders meypmmend nominees to our board, and we do na aaliversity policy.

Compensation Committee Interlocks and Insider Partipation

We do not have a compensation committee or a caeengerforming similar functions. All compensatioatters are determined
our board of directors. We plan to have a comp@rsabmmittee when we elect additional indepengensons to our board of directors.

Item 12. Security Ownership of Certain Beneficial Owners andvlanagement and Related Stockholder Matter:

The following table sets forth certain informatimygarding the beneficial ownership of our commarlstas of the date hereof, by
each person known by us to be the beneficial owh&f6 or more of the outstanding common stock,g@igh executive officer and directol
the Company, and (iii) all of our executive offiseand directors as a group.

The amounts and percentages of common stock beatlgfiowned are reported on the basis of regulatiohthe SEC governing t
determination of beneficial ownership of securitidader the rules of the SEC, a person is deeméx @ “beneficial ownerdf a security i
that person has or shares “voting power,” whicluides the power to vote or to direct the votingwth security, or “investment powewhich
includes the power to dispose of or direct the al#fipn of such security. Certain shares may bendeeto be beneficially owned by more t
one person (if, for example, persons share the powveote or the power to dispose of the shares)addition, shares are deemed t
beneficially owned by a person if the person hasripht to acquire the shares (for example, up@rase of an option) within 60 days of
date as of which the information is provided. Imguiting the percentage ownership of any personaitiheunt of shares outstanding is dee
to include the amount of shares beneficially owbgdsuch person (and only such person) by reasdhese acquisition rights. Subjec
applicable community property laws, we believe #ilhpersons listed have sole voting and investrpemter with respect to their shares ur
otherwise indicated.

Shares Beneficially Owned (1
Name of Beneficial Owner Shares Percent

Executive Officers and Directors (2)

Martin Shkreli, Chief Executive Officer and Direc! 3,189,82 (3) 26.3(%
Marc Panoff, Chief Financial Office * *
Horacio Plotkin, M.D., Chief Medical Office * *
Stephen Aselage, Direct 261,20( 2.1%
Steven Richardson, Direct 98,05¢ *
All directors and executive officers as a gr¢ 3,549,08; 29.21%

Other 5% Beneficial Owner

Ligand Pharmaceuticals Incorporated 620,00( 5.1%
Sabby Healthcare Volatility Master Fund, L 1,205,51. (5) 9.9%

* Less than 1%, unless otherwise specified.
(1) Percentages are based on 12,070,501 shares of costouk issued and outstanding as of May 30, 2
(2) The address of each officer and director is c/adpéiin, Inc., 777 Third Avenue, Suite 22, New Yaxrky 10017.

(3) Includes an aggregate of 473,687 shares of comrumk sield by MSMB Healthcare LP and MSMB Healthcareestor:
LLC. Mr. Shkreli is the managing member of MSMB ditbcare Investors LLC, which is the general partoE MSMB
Healthcare LP. Mr. Shkreli disclaims beneficialrasship of the shares held by MSMB Healthcare L& [MSMB Healthcar
Investors LLC.

(4) As reported on the beneficial owner's Schedule 1f8&J with the SEC on January 11, 2013. The askliaf the benefici
owner is 11119 North Torrey Pines Road, Suite 2@Q]Jolla, California, 9203}

(5) Represents the stockholder’'s beneficial ownership.@0% of the Compang’issued and outstanding shares of common :
as the Warrants held by such investor are subjeat9.99% beneficial ownership limitation. Notvgthnding any restrictio
on such beneficial ownership limitations, the numbkshares offered includes (i) 833,334 sharesoshmon stock and (
416,667 shares of common stock issuable upon eeerof the Warrants. Sabby Management, LLC shaogmgv ant
investment power with respect to these shares balbef this stockholder. As manager of Sabby Mgmaent, LLC, Hal Mint
also shares voting and investment power on beHathis stockholder. Each of Sabby Management, lar@ Hal Mint
disclaim beneficial ownership over the securitiesered by this prospectus except to the extenteif tpecuniary intere



therein.
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Item 13. Certain Relationships and Related Transaction
Related Transactions
2012 Merger

On December 12, 2012, in connection with the 201&xdgdr, the Company entered into an Agreement aad & Merger (th
“Merger Agreement”) pursuant to which the Company acquired former Rétrg our predecessor, in a transaction valuecgpptoximatel’
$13,585,300, based on the $2.50 closing price oEommon stock on the OTC Market on such date.

Martin Shkreli. Prior to the 2012 Merger, Mr. Shkreli, our Chiefecutive Officer and one of our directors, was Bresident anc
director of our predecessor, and directly or inctiseheld an aggregate of 611,384 vested and uededtares, or approximately 65.31%, o
then outstanding shares of common stock, whethstedleor unvested, and 46,241 shares, or approXym2®e74%, of the then outstand
shares of Series A Preferred Stock, of our predecesMr. Shkreli obtained his current positionstvthe Company in connection with the 2
Merger. In addition, as of the closing of the 204&rger, in which each share of common stock aneSé Preferred Stock of our predece
were converted into five shares and seven shasggectively, of our common stock, Mr. Shkreli beedime beneficial owner, either directly
indirectly through entities controlled by him, 880,607 shares of our common stock, with a vafiepproximately $8,451,518, based on
closing price of our common stock on the OTC MakeDecember 12, 2012, the date of the Merger Ages for the 2012 Merger.

Stephen AselagePrior to the 2012 Merger, Mr. Aselage, one aof divectors, held the same position with our predsor, and he
50,000 vested and unvested shares, or approximatédfe, of the then outstanding shares of commackstvhether vested or unvested,
1,600 shares, or approximately 1.03%, of the theatanding shares of Series A Preferred Stockuopeoedecessor. Mr. Aselage obtainec
current position with the Company in connectionhwttie 2012 Merger. In addition, as of the closifighe 2012 Merger, upon the conver:
of his shares of our predecessor into shares otommon stock in accordance with the terms of &22Merger, Mr. Aselage became
holder of 261,200 shares of our common stock, wittalue of approximately $653,000, based on th&iradpprice of our common stock on
OTC Market on December 12, 2012, the date of thegkteAgreement for the 2012 Merger.

Steven Richardson Prior to the 2012 Merger, Mr. Richardson, oneoof directors, was a director of our predecesand, heli
14,361 vested and unvested shares, or approximhted@s, of the then outstanding shares of commackstvhether vested or unvested,
3,750 shares, or approximately 2.41%, of the théstanding shares of Series A Preferred StockuopeedecessomMr. Richardson obtaine
his current position with the Company in connectigith the 2012 Merger. In addition, as of the gigsof the 2012 Merger, upon |
conversion of his shares of our predecessor irtioeshof our common stock in accordance with thedesf the 2012 Merger, Mr. Richard:
became the holder of 98,055 shares of our comnuwk,stith a value of approximately $245,138, basedhe closing price of our commr
stock on the OTC Market on December 12, 2012, ttie df the Merger Agreement for the 2012 Merger.

Private Placement

On February 14, 2013, the Company completed a teriplacement transaction (the “Private Placemeptijsuant to a Securiti
Purchase Agreement, dated as of February 12, 2318nd among the Company and the selling stockgldiecluding Mr. Shkreli. In su
private placement transaction, Mr. Shkreli purckhlas20,000 shares of our common stock and Warrarmsitchase up to 60,000 shares of
common stock, for an aggregate purchase price @ $80. In connection with the closing of the BtévPlacement, the Company also eni
into a Registration Rights Agreement with the sellstockholders, including Mr. Shkreli, pursuantdioich the Company agreed to registe
of the shares of common stock, and shares of constozk issuable upon the exercise of the Warraotd,in the Private Placement.

Director Independence

Our securities are not listed on a national sdegrigxchange or on any intédealer quotation system which has a requirements
majority of directors be independent. We evaluatéependence by the standards for director indepeedset forth in the NASDA
Marketplace Rules.

Under these rules, a director is not consideretbe¢andependent if he or she is also an executifieeofor employee of tt

corporation. As a result, Mr. Shkreli would notdmnsidered independent because he serves as arniexaficer of the Company. Our otl
directors, Messrs. Aselage and Richardson, woulcbbsidered independent under these rules.
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Item 14. Principal Accountant Fees and Service
Audit Fees
Fees for audit services billed or to be billedfiecal 2012 and 2011 were $79,500 and $35,000ectisely and consist of the ann
audit of the Company's consolidated financial statiets, the interim reviews of the quarterly cordatied financial statements and review o
financial statements filed in connection with tif§12 Merger.

Audit-Related Fees

There were no fees for audit related services byGbmpany's independent registered accountanthdoyears ended December
2012 and 2011, that are not reported under théorafiudit Fees” above.

Tax Fees

There were no fees for professional services renbby the Company's independent registered acausnfar tax compliance, t
advice, and tax planning for the years ended Deeeib, 2012 and 2011, that are not reported umgecaption “Audit Fees” above.

All Other Fees

There were no other fees for professional servieadered by the Company's independent registerealiatants for the years ent
December 31, 2012 and 2011, that are not reportddruihe caption “Audit Fees” above.

Policy on Audit Committee Pre-Approval
Our board of directors, which performs the funcsiafi an audit committee, has established poligielsprocedures regarding pre-
approval of all services provided by the independegistered public accounting firm. The boardlinéctors preapproves all audit and non-

audit services provided by the independent regsdtpublic accounting firm, other than de minimisfaudit services, and shall not engage the
independent registered public accounting firm tdgren the specific non-audit services proscribedavy or regulation.
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PART IV

Exhibits and Financial Statement Schedule

(& (1) The financial statements at pac-1 are filed as a part of this Transition Reporfanm 1(-K.

(2) Financial statement schedules are omitezdubse they are not applicable or the requiredrimdton is shown in the financial
statements or notes there

(3) Exhibits: The exhibits to this report are listedlie exhibit index below

(b)

Description of Exhibits

Exhibit No.

2.1

10.1
10.2
10.3

10.4
10.5
16.1
21.1
31.1
31.2
32.1
32.2

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

*%

@)
()
®)
(4)
®)
(6)
)
(8)
(10)

Description

Agreement and Plan of Merger, dated December 122,26y and among Desert Gateway, Inc. (now knowRetsophin
Inc.) (the"Compan”), Desert Gateway Acquisition Corp., and Retrophin (4g

Certificate of Incorporation of the Company

Bylaws of the Company (¢

Form of Warrant issued to the purchasers (the ‘tragers”)in the private placement of 3,045,929 shares ofraon
stock, dated February 14, 2013

Securities Purchase Agreement, dated February0ll3, by and among the Company and the Purchage
Registration Rights Agreement, dated February 0232by and among the Company and the Purchage

Sublicense Agreement, dated February 16, 2012, fuy eanong Ligand Pharmaceuticals Incorporated, aavipsek
corporation, Pharmacopeia, Inc., a Delaware limiighility company, and Retrophin, LLC, a Delawdiraited liability
company (7.

Employment Agreement, dated April 24, 2013, by bativeen the Company and Horacio Plotkin, M.D.
Employment Agreement, dated May 7, 2013, by and/éeh the Company and Marc Panoff.

Letter from Michael F. Cronin, CPA, to the Secastand Exchange Commission (“SEC") (10)

List of the Comparn's Subsidiaries

Certifications pursuant to Section 302 of Sarbabeley Act of 2002 *

Certifications pursuant to Section 302 of Sarbabeley Act of 2002 *

Certifications pursuant to Section 906 of Sarbabeley Act of 2002 *

Certifications pursuant to Section 906 of Sarbabelgy Act of 2002 *

XBRL Instance Document *

XBRL Taxonomy Extension Schema Documenti

XBRL Taxonomy Extension Calculation Linkbase Documtrie

XBRL Taxonomy Extension Definition Linkbase Docurh&h

XBRL Taxonomy Extension Label Linkbase Documen

Taxonomy Extension Presentation Linkbase Documel

Filed herewith

Pursuant to Rule 406T of RegulationTSthese interactive data files are deemed furnistwed not filed for purposes
Sections 11 and 12 of the Securities Act of 1933amended, or Section 18 of the Securities Exch@myeof 1934, a
amended, and otherwise are not subject to liab

Incorporated by reference to Exhibit 2.1 to the @any’s Current Report on Formkgfiled with the SEC on December
2012.

Incorporated by reference to Exhibit 3.1 to Amendirido. 2 to the Company'General Form for Registration of Securitie
Form 1(-12G filed with the SEC on October 28, 20

Incorporated by reference to Exhibit 3.2 to Amendirido. 2 to the Company'General Form for Registration of Securitie
Form 1(-12G filed with the SEC on October 28, 20

Incorporated by reference to Exhibit 4.1 to the @any’s Current Report on FormK3{filed with the SEC on February :
2013.

Incorporated by reference to Exhibit 10.1 to themPany’s Current Report on Formk8filed with the SEC on February :
2013.

Incorporated by reference to Exhibit 10.2 to then@any’s Current Report on Formk8filed with the SEC on February
2013.

Incorporated by reference to Exhibit 10.1 to thenpany’s Current Report on FormkK3filed with the SEC on December |
2012.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Forn-K filed with the SEC on April 26, 201.
Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Forn-K filed with the SEC on May 10, 201
Incorporated by reference to Exhibit 16.1 to thempany’s Current Report on Formkfiled with the SEC on October -
2012.
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this repot
be signed on its behalf by the undersigned, theoeduly authorized.
Date: June 13, 201 RETROPHIN, INC.
By: /s/ Martin Shkrel

Name: Martin Shkrel
Title: Chief Executive Office

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on bet
of the registrant and in the capacities and ord#ies indicated:

Signature Title Date
/s! Martin Shkreli Chief Executive Officer and Director (Principal Exgive June 13, 2013
Martin Shkreli Officer)
/sl Marc Panoff Chief Financial Officer (Principal Financial Qfér and June 13, 2013
Marc Panofi Principal Accounting Officer)
/s/ Stephen Aselag Director June 13, 2013

Stephen Aselag

/s/ Steven Richardso
Steven Richardsao Director June 13, 201
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EXHIBIT INDEX

Description

Agreement and Plan of Merger, dated December 122,26y and among Desert Gateway, Inc. (now knowRetsophin
Inc.) (the"Compan™), Desert Gateway Acquisition Corp., and Retrophin (4g

Certificate of Incorporation of the Company

Bylaws of the Company (¢

Form of Warrant issued to the purchasers (the ‘tfagers”)in the private placement of 3,045,929 shares ofraon
stock, dated February 14, 2013

Securities Purchase Agreement, dated February0ll3, By and among the Company and the Purchase
Registration Rights Agreement, dated February 0232by and among the Company and the Purchage

Sublicense Agreement, dated February 16, 2012, fuy aanong Ligand Pharmaceuticals Incorporated, aaviak
corporation, Pharmacopeia, Inc., a Delaware limiighility company, and Retrophin, LLC, a Delawdiraited liability
company (7.

Employment Agreement, dated April 24, 2013, by bativeen the Company and Horacio Plotkin, M.D.
Employment Agreement, dated May 7, 2013, by and/éeh the Company and Marc Panoff.

Letter from Michael F. Cronin, CPA, to the Secwstand Exchange Commission (“SEC") (10)

List of the Compan's Subsidiaries

Certifications pursuant to Section 302 of Sarbabelgy Act of 2002 *

Certifications pursuant to Section 302 of Sarbabelgy Act of 2002 *

Certifications pursuant to Section 906 of Sarbabeley Act of 2002 *

Certifications pursuant to Section 906 of Sarbabeley Act of 2002 *

XBRL Instance Document *

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Docuntrie

XBRL Taxonomy Extension Definition Linkbase Docurh&h

XBRL Taxonomy Extension Label Linkbase Documen

Taxonomy Extension Presentation Linkbase Documel

Filed herewith

Pursuant to Rule 406T of RegulationTSthese interactive data files are deemed furdistyed not filed for purposes
Sections 11 and 12 of the Securities Act of 1933amended, or Section 18 of the Securities Exch@myeof 1934, a
amended, and otherwise are not subject to liab

Incorporated by reference to Exhibit 2.1 to the @any’s Current Report on Formkgfiled with the SEC on December
2012.

Incorporated by reference to Exhibit 3.1 to Amendirdo. 2 to the Company’General Form for Registration of Securitie
Form 1(-12G filed with the SEC on October 28, 20

Incorporated by reference to Exhibit 3.2 to Amendirido. 2 to the Company'General Form for Registration of Securitie
Form 1(-12G filed with the SEC on October 28, 20

Incorporated by reference to Exhibit 4.1 to the @any’s Current Report on Formi3{filed with the SEC on February
2013.

Incorporated by reference to Exhibit 10.1 to then@any’s Current Report on Formk8filed with the SEC on February
2013.

Incorporated by reference to Exhibit 10.2 to thempany’s Current Report on Formk8filed with the SEC on February :
2013.

Incorporated by reference to Exhibit 10.1 to thenPany’s Current Report on Formkfiled with the SEC on December |
2012.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Forn-K filed with the SEC on April 26, 201
Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Forn-K filed with the SEC on May 10, 201
Incorporated by reference to Exhibit 16.1 to thenpany’s Current Report on FormKfiled with the SEC on October
2012,
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

To the Board of Directors and Stockholders of
Retrophin, Inc. and Subsidiary

We have audited the accompanying consolidated balsineets of Retrophin, Inc. and Subsidiary (aldpweent stage company) (the
“Company”) as of December 31, 2012 and 2011 andelaed consolidated statements of operationsiggsin stockholder's deficit and cash
flows for the year ended December 31, 2012, fopréods from March 11, 2011 (inception) throughc®aber 31, 2011 and March 11, 2011
(inception) through December 31, 2012. These dateted financial statements are the responsihilitthe Company’s management. Our
responsibility is to express an opinion on thesesotidated financial statements based on our audits

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those stand:
require that we plan and perform the audit to ebtaasonable assurance about whether the finataiaiments are free of material
misstatement. The Company is not required to hawewere we engaged to perform, an audit of tesrival control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigranglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgssmopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An aathb includes examining, on a test basis, evidsapgorting the amounts and disclosures il
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belighat our audits provide a reasonable basisdoopinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the consolidated financial position
of Retrophin, Inc. and Subsidiary (a developmeagistcompany) as of December 31, 2012 and 201 thar@bnsolidated results of its
operations and its cash flows for the year endezkBer 31, 2012, for the periods from March 11,122@iception) through December 31,
2011 and from March 11, 2011 (inception) througle@eber 31, 2012, in conformity with accounting pijites generally accepted in the
United States of America.

The accompanying consolidated financial statemieane been prepared assuming that the Companyamilintie as a going concern. As
discussed in Note 2 to the consolidated finan¢&ksents, the Company is a development stagepeistekvith no revenues, historical losses
and limited capital resources. The Company, asvaldpment stage enterprise, is subject to risksuacertainties as to whether it will be able
to raise capital and commence its planned opematidinese conditions raise substantial doubt atheuCompany’s ability to continue as a
going concern. Management'’s plans regarding theseers also are described in Note 2. The conseliitibancial statements do not include
any adjustments relating to the recovery of assettassification of liabilities might be necessahpould the Company be unable to continue a
a going concern.

/s/ Marcum LLP

New York, NY
June 13, 2013
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RETROPHIN, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED BALANCE SHEETS

December 31, 201 December 31, 201
Assets
Current assetl
Cash $ 11,38¢ $ 10,05
Other current assets 21,83( 7,00(
Total current asse 33,21¢ 17,05:
Property and equipment, r 23,79( 2,517
Patents pendin 18,09: -
Due from affiliate 137,54’
Technology license, net 2,178,61 -
Total assets $ 2,391,26! $ 19,57(
Liabilities and Stockholders' Deficit
Liabilities
Current liabilities
Technology license liabilit $ 1,300,001 $ S
Accounts payabl 1,023,322 340,13:
Accrued expense 2,467,791 169,72:
Note payable related party 884,76 -
Investors depos 100,00( -
Due to related parties 23,20( 46,00(
Total liabilities 5,799,08! 555,85!
Stockholders' Defici
Preferred stock Series A $0.001 par value; 20,@@zQithorized; 0 and 0 issued and
outstanding, respective - -
Common stock $0.0001 par value; 100,000,000 awbdyi8,952,905 and 4,042,265
issued and outstanding, respectiv 89t 404
Additional paic-in capital 30,203,40. 2,766,56'
Subscription receivabl- Stockholde! - (35,000
Deficit accumulated during the development stage (33,612,11) (3,268,25))
Total stockholders' deficit (3,407,81) (536,28
Total liabilities and stockholders' deficit $ 2,391,26! $ 19,57(

The accompanying notes are an integral part ofelmmsolidated financial statements.
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RETROPHIN, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED STATEMENTS OF OPERATIONS

For the year endt
December 31,

For the period
from March 11,
2011 (inception)

through Decemb

For the period
from March 11,
2011 (inception)

through Decemb

2012 31, 2011 31, 2012
Operating expense
Compensation and related costs - inclusive of shased compensatior
$16,012,850, $1,724,967 and $17,737, $ 18,133,555 % 2,227,20. $ 20,360,75
Professional fees - inclusive of share based cosgtem $6,397,372,
$254,332, and $6,651,7! 9,035,70: 909,68: 9,945,38
Selling, general and administrati 1,292,29 63,81 1,356,10:i
Technology license contingent fe 1,700,001 - 1,700,001
Rent 95,46¢ 63,00( 158,46
Total operating expenses 30,257,01 3,263,69! 33,520,71
Other income (expense
Interest incom 21,83( 75 21,90¢
Interest expens (105,91) - (105,91)
Loss on transactions denominated in foreign cuiesnc (2,752 (4,635 (7,387
Total other expense (86,839 (4,560 (91,399
Net loss $ (30,34385) $ (3,268,25) $ (33,612,11)
Net loss per common she- basic and diluted $ (829 $ (1.59
Weighted average number of common shares outsiguadiring the period
basic and diluted 3,662,11. 2,053,40:

The accompanying notes are an integral part ofermmsolidated financial statements.
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Balance- March 11, 2011 (inceptiot

Issuance of common shai

Issuance of common shares to found
in connection with the initial capital
contribution

Incentive shares grant— employee:

Incentive shares granted— non

employee:

Incentive shares forfeite- employee:

Share based compensat- employee:

Share based compensation - non

employee:

Issuance of shares in connection witt
March 2011 private placement, net
fees of $66,06.

Issuance of Series A preferred in
connection with March 2011 private
placement, net of fees of $1,367,
recapitalization to common sto

Loan made to stockhold

Net loss

Balance- December 31, 201

Issuance of Series A preferred in
connection with January 2012 prive
placement, net of fees of $61,677
recapitalized into common sto

Issuance of Series A preferred in
connection with May 2012 private
placement, net of fees of $12,275,
recapitalized into common sto

Shares transferred to consultants by
founder for services rendered to thi
Company

Shares transferred to employees by
founders for services rendered to tl
Company

Shares issued in accordance with
technology license agreeme

Shares outstanding at time of reverse
merger completed on December 1
2012

Incentive shares grant— employee:

Incentive shares granted— non

employee:

Incentive shares forfeite- employee:

Share based compensat- employee:

Share based compensation - non

employee:

Receivable due from stockholder

charged to compensatis

Loan made to stockhold

Net loss

Balance - December 31, 2012

RETROPHIN, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' DEFICIT

Index

Additional Receivable Total
Common stocl paid due from Accumulated Stockholders

Shares Amount in capital stockholdel deficit deficit
- 3% - 3% - 3% - 3% S =
1,608,301 161 24,83¢ (25,000 - -
50,00( 5 95 - - 10C
1,758,30! 17€ (7€) - - -
381,00( 38 (39) - - -
(45,83Y (5) 5 - - -
- - 1,724,96 - - 1,724,96
- - 254,33. - - 254,33.
253,75l 25 658,91« - - 658,93t
36,75( 4 103,62¢ - - 103,63:
- - - (20,000 - (10,000
- - - - (3,268,25) (3,268,25)
4,042,26! 404 2,766,56' (35,000 (3,268,25i) (536,28
326,96: 33 1,806,64- - - 1,806,67
470,76 47 1,668,97! - - 1,669,02!
- - 4,400,001 - - 4,400,001
- - 1,375,001 - - 1,375,00!
620,00( 62 1,549,93! - - 1,550,00!
2,585,58: 25¢ 1,14z - - 1,401
866,18 86 (86) - - -
87,50 9 9 - - -
(46,359 (5) 5 - - -
- - 14,637,85 - - 14,637,85
- - 1,997,37. - - 1,997,37.
= - - 407,90( - 407,90(
- - - (372,901 (372,901
- - - - (30,343,85)  (30,343,85)
8,952,90! $ 89t $ 30,203,40 $ - $(33,612,11) $ (3,407,81)

The accompanying notes are an integral part ofeélmmsolidated financial statements.
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RETROPHIN, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the year endt
December 31,

For the period
from March 11,
2011 (inception)

through Decemb

For the period
from March 11,
2011 (inception)

through Decemb

2012 31,2011 31,2012
Cash Flows From Operating Activities:
Net loss $ (30,343,85) $ (3,268,25) $ (33,612,11)
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 124,88! 35E 125,24(
Compensation in lieu of stockholder receive 407,90( - 407,90(
Share based compensat- employee: 16,012,85 1,724,96 17,737,81
Share based compensat- nor-employees 6,397,37. 254,33 6,651,70.
Share based payme- Technology license contingent f 1,550,00! - 1,550,00!
Changes in operating assets and liabilities
Other asset (14,830 (7,000 (21,830)
Technology license fe 150,00( - 150,00(
Accounts payabl 680,86 340,13 1,020,99!
Accrued expenses 2,298,07! 169,72: 2,467,79
Net cash (used) in operating activities (2,736,73) (785,74) (3,522,48)
Cash Flows From Investing Activities:
Purchase of fixed asse (24,779 (2,872) (27,64¢)
Purchase of intangible ass (1,168,09) - (1,168,09)
Cash received in merger transact 3,721 - 3,721
Payments made on behalf of affilic (137,54) - (137,54
Loans made to stockholder (372,900 (10,000 (382,900
Net cash (used) in investing activities (1,699,59) (12,877) (1,712,46)
Cash Flows From Financing Activities:
Proceeds from advances from related pa 10,50¢( 46,00( 56,50(
Repayment of advances from related pai (33,300 - (33,300
Proceeds from note payal- related part 930,00t - 930,00(
Repayment of note payat- related part (45,236) - (45,236)
Investor deposi 100,00( - 100,00(
Proceeds received from issuance of common stoekqfrcost
of $73,952, $67,428 and $141,380, respectively 3,475,70: 762,67. 4,238,37!
Net cash provided in financing activities 4,437,66 808,67: 5,246,33'
Net decrease in ca: 1,33t 10,05: 11,38¢
Cash, beginning of period 10,05: - -
Cash, end of period $ 11,38¢ $ 10,05¢ $ 11,38¢
Supplemental Disclosure of Cash Flow Informati
Cash paid for interest $ 14,76 $ - $ 14,76«
Non-cash investing and financing activiti
Issuance of common stock for subscription receiabl $ - $ 25,000 $ 25,00(

The accompanying notes are an integral part ofelmmsolidated financial statements.
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RETROPHIN, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)

NOTE 1. DESCRIPTION OF BUSINESS

Organization and Description of Business

Retrophin, Inc. (the “Company”) was incorporated esert Gateway, Inc. (“Desert Gatewayti) the State of Oklahoma on Februanr
2008. Desert Gateway was originally a wholly-owseddsidiary of American Merchant Data Services, (american Merchant”).In a 200t
reorganization of American Merchant, each shareut$tanding common stock of American Merchant wasverted into one share of De:
Gateway, while all of American Merchastbperating assets, liabilities and tax attrib@itesluding accumulated losses and net operatirgek
carried forward to another subsidiary of Americamrbhant in a downstream merger with such otheridialog. Accordingly, America
Merchant is not considered a predecessor compatheddesert Gateway for accounting or legal purpogellowing the 2008 reorganizati
Desert Gateway re-domiciled to Delaware. Sinceeption and until Desert Gatewaymerger with Retrophin, Inc., a private comg
(“Former Retrophin”jn December 2012 (as described below), Desert Gatévad no existing operations, and its sole purpaseto locate at
consummate a merger or acquisition with a privatéye

Former Retrophin, Inc. was originally organized aaelaware limited liability company, named RetriophLLC, on March 11, 201
(“Inception”). On September 20, 2012, Retrophin filed a Certificat Conversion to change its legal form of orgatian from a limite:
liability company to a corporation in the State@élaware. This conversion (as more fully describedNote 8) into a corporation, whi
preceded the Merger on December 12, 2012, resinitad change of ownership and was therefore coresida recapitalization of the LLE’
equity.

On September 13, 2012, Former Retrophin formedvaerdity, Retrophin Pharmaceutical, Inc., a Delaveorporation and a whollgwnec
subsidiary of Retrophin, Inc.

On December 12, 2012, Desert Gateway completedrémsactions contemplated under the Agreement dad & Merger, dated as
December 12, 2012 (the “Merger Agreementilj,and among Desert Gateway, Desert Gateway AdigmsCorp., a Delaware corporation i
wholly-owned subsidiary of Desert Gateway, and FarRetrophin, our predecessor, in which Former dpétin became a whollgwnec
subsidiary and the principal operating subsidianthe Company. The transactions contemplated byMerger Agreement are collectiv
referred to herein as the “2012 Mergefhe Merger became effective on December 12, 20déx the filing of a certificate of merger with
Secretary of State of the State of Delaware. Adogiy, the Merger resulted in a change in contrfoDesert Gateway. Desert Gatewsyie
assets amounted to $1,401 at the time of the mdrgduding $3,721 of cash and $2,320 of tradeiliitds. The merger is being accounted
as a reverse merger and recapitalization of FoRetrophin into Desert Gateway, whereby Desert Gayeiw the legal acquirer and Fort
Retrophin is the legal acquiree and the accouraoggirer in this transaction.

Upon the consummation of the Merger all of the éssand outstanding Class A Preferred shares of €roRatrophin were exchanged into
Company’s common shares at the rate of 1 to 7 (E¢a$s A Preferred stockholder received 7 sharéiseo€ompanys common stock) and
of the issued and outstanding share of common stbdtormer Retrophin were exchanged for shareqv@fGompanys common stock ¢
exchange ratio of 1 to 5 (each Common stockholfiEoomer Retrophin received 5 shares of the Coyigazommon stock).

The consolidated financial statements give retieacffect to these changes as if the merger oeduwat the inception of the Company.

On February 14, 2013, the Company changed its narfiRetrophin, Inc.” through a shoférm merger pursuant to Section 253 of the Dela
General Corporation Law, with its then wholly owrsdbsidiary, and our predecessor, Retrophin, \wighGompany continuing as the survi\
corporation following the merger.

On April 1, 2013, the Company changed its fiscaryend from the last day of February to a fiscaryend of December 31 in order to coni
its reporting cycle to that of Former Retrophin.

Retrophin, is an emerging biotechnology companyiaged to developing drugs for rare and life-theeatg diseases. Retroptsnpriman
business objective is to develop and commercidlmzapies for orphan diseases, such as Duchenneutausiystrophy, or DMD. Tt
Company is considered to be a development stagpamyrnand, as such, the Companfihancial statements are prepared in accordaiity
the Accounting Standards Codification (“ASC") 91Bevelopment Stage EntitiesThe Company is subject to all of the risks and diadaties
associated with development stage companies.
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RETROPHIN, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)

NOTE 2. LIQUIDITY AND FINANCIAL CONDITION AND MAN _AGEMENT 'S PLANS

The Company incurred a net loss of approximatel§.&3nillion, including stocksased compensation charge of $24,389,521 for thed
from March 11, 2011 (inception) to December 31,20At December 31, 2012, the Company had a cadsindmof approximately $11,000 ¢
a working capital deficiency of approximately $557/@00. The Compang’ accumulated deficit amounted to approximately,&33,000 ¢
December 31, 2012.

The Company has principally financed its operatifms inception using proceeds from sales of itaitggsecurities in a series of priv
placement transactions (see Note 7). The Compahat® has no revenues, significantly limited capiaources and is subject to all of
risks and uncertainties that are typical of a dgwelent stage enterprise. Significant uncertaintielsilde, among others, whether it will be ¢
to raise the capital it needs to finance the sthits planned operations and whether such opersti launched, will enable the Compan
become a profitable enterprise.

These conditions raise substantial doubt abouCtirapanys ability to continue as a going concern. Thesesalilated financial statements
not include any adjustments relating to the recpwérassets or the classification of liabilitiegtimight be necessary should the Compar
unable to continue as a going concern.

Management believes the Companghility to continue its operations depends onaligity to raise capital. The Company entered it
licensing agreement providing it with the use oftai@ technology. The Company is currently devigppre<linical and clinical studies
drug candidates. The licensing agreement descitbBdte 4 also enables the Company to sell trenfied technology as a research prodt
sublicense the technology to other third partiealgsnative sources of revenue to its own prodeselopment efforts. The Compasyuture
depends on the costs, timing, and outcome of regylaeviews of its product candidates and thescoftommercialization activities, includi
product marketing, sales and distribution. Durthg first quarter of 2013, the Company has raigggtaimately $9.95 million in certa
private placement transactions. The Company expedasentinue to finance its cash needs throughtiadail private equity offerings and d
financings, corporate collaboration and licensimguagements and grants from patient advocacy grdapadations and government agent
Although management believes that the Company teesa to capital resources, there are no commignienfinancing in place at this tin
nor can management provide any assurance thafisaciting will be available on commercially accdpéaterms, if at all.

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE S

A summary of the significant accounting policieplgd in the preparation of the accompanying cadatéd financial statements follows:
Principles of Consolidatio

The consolidated financial statements representonsolidation of the accounts of the Company asdubsidiary in conformity with U.
GAAP. All intercompany accounts and transactiongehaeen eliminated in consolidation.

Cash and Cash Equivalents

For purposes of the statement of cash flows, thegamy considers cash instruments with maturitieess than three months when purch
to be cash equivalents. There are no cash eqaisads of the balance sheet date.

Property and Equipmet

Property and equipment are stated at cost. Deiieeiis provided for using the straigite method over the estimated useful lives ol
assets. At December 31, 2012 and 2011, propedyegmipment consisted of computers with an estichateful life of three years a
leasehold improvements with an estimated life of fgears.

Employee Sto-Based Compensation

The Company accounts for stock-based compensatiandordance with ASC 718 Compensation — Stock @msation (“ASC 718")ASC
718 addresses all forms of share-based paymentP()S8wards including shares issued under employee gtaohase plans and st
incentive shares. Under ASC 718 awards resultdosa that is measured at fair value on the awaydsit date, based on the estimated nu
of awards that are expected to vest and will réawdtcharge to operations.

Nor-Employee Stock-Based Compensation
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RETROPHIN, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)

The Company accounts for equity instruments issaemnemployees in accordance with the provisions of AB86, Share Based Payment
Non-Employees, and ASC 718 which requires that suchtyednstruments are recorded at their fair valuetbe measurement date. -
measurement of stock-based compensation is sulgjgmriodic adjustment as the underlying equitytrimeents vest. Non-employee stock
based compensation charges are being amortizedtmierespective contractual vesting periods.

Income Taxe

The Company accounts for income taxes under ASClielime Taxes (“ASC 740"ASC 740 requires the recognition of deferred teset
and liabilities for both the expected impact offeliences between the financial statements and dais lnfassets and liabilities and for
expected future tax benefit to be derived fromltess and tax credit carry forwards. ASC 740 adddlty requires a valuation allowance tc
established when it is more likely than not th&abak portion of deferred tax assets will not balized.

ASC 740 also clarifies the accounting for uncettaim income taxes recognized in an enterpsisiancial statements and prescribe
recognition threshold and measurement procesdrfandial statement recognition and measurementtak gosition taken or expected to
taken in a tax return. For those benefits to begeized, a tax position must be more-likely-thai-to be sustained upon examination by ta
authorities. ASC 740 also provides guidance onabgyeition, classification, interest and penaltesounting in interim periods, disclosure
transition. Based on the Compasgvaluation, it has been concluded that ther@arggnificant uncertain tax positions requiringagnition
in the Companys unaudited financial statements. Since the Compaasyincorporated on March 11, 2011, all of itsrge# operations will b
subject to examination. The Company believes tsahtome tax positions and deductions would béasuesd on audit and does not anticif
any adjustments that would result in a materiahgea to its consolidated financial position.

The Companys policy for recording interest and penalties asged with audits is to record such expense asnapooent of income te
expense. There were no amounts accrued for penaltimterest as of or during the period from Matdh 2011 (inception) through Decem
31, 2012. Management is currently unaware of asiyes under review that could result in signifigaayments, accruals or material deviati
from its position.

Prior to conversion into a corporation on Septenitizr2012, as a limited liability company, the C@mp was treated as a partnershig
Federal and state income tax purposes. Accordimglyprovision has been made for Federal and staignie taxes in the accompany
financial statements for any periods preceding &aper 20, 2012, since all items of income or lagsraquired to be reported on the inc
tax returns of the members, who are responsiblarigrtaxes thereon. Profits and losses are allddzeed upon capital in accordance witt
permissible methods under Internal Revenue Cod&oBet06. Further, the Company incurred lossesesinception through September
2012, that would have resulted in the recognitibdeferred tax assets that would have been fubgmeed had the Company been subje
income taxes.

The Company is subject to the New York City Unirnpmated Business Tax through September 19, 201eguent to Comparg/conversio
to a corporation from a limited liability company &eptember 20, 2012, the Company will report amdtpxes based on its income or loss.

Use of Estimates

In preparing financial statements in conformity twéccounting principles generally accepted in timg¢dd States of America, managemel
required to make estimates and assumptions thettafie reported amounts of assets and liabildies$ disclosure of contingent assets
liabilities at the date of the financial statemerats well as the reported amounts of expenses giting@ reporting period. Due to inhet
uncertainty involved in making estimates, actualites reported in future periods may be affectedhmgnges in these estimates. On an ony
basis, the Company evaluates its estimates andnpsisns. These estimates and assumptions incluldéngaequity securities in shatese:
payments, estimating the useful lives of depreeialld amortizable assets and estimating the faiewaf longlived assets to assets whe
impairment charges may apply.
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RETROPHIN, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)

Foreign Currency Translation and Remeasuren

Under ASC 830 Foreign Currency Matters, functionarency assets and liabilities are translatedtimoreporting currency, US Dollars, us
period end rates of exchange and the related &tmsladjustments are recorded as a separate cempohaccumulated other comprehen
income. Functional statements of operations amoexysessed in functional currencies are translatddg average exchange rates for
respective periods. Remeasurement adjustments aimd gr losses resulting from foreign currency deantions are recorded as fore
exchange gains or losses in the consolidated statisnof operations.

Research and Development Co:

Research and development costs are charged tatioperas incurred and consist primarily of consigjtservices. For the year ended Decel
31, 2012, for the period from March 11, 2011 (irtamp through December 31, 2011 and for the pefiodh March 11, 2011 (inceptio
through December 31, 2012, the Company incurredoxppately $524,000, $353,000, and $877,000, rasmdy, relating to research a
development costs that are included in professifera in the accompanying consolidated statemérgearations.

Patents

The Company capitalized external cost, such agfilees and associated attorney fees, incurretittoroissued patents and patent applica
pending. The Company expense cost associatedwdittitaining and defending patents subsequent tpiflseance in the period incurred.
Company amortizes patent cost once issued on mtdtime basis over the estimate useful lives of theepts. The Company assess
potential impairment to all capitalized patent caken events or changes in circumstances indibatettie carrying amount of our patent 1
not be recoverable. For the years ended Decembel@®L2 and 2011 patents costs $18,093 and $Oectsgy, are included in fl
accompanying consolidated balance sheets.

Basic and diluted Net Loss Per She

Basic and diluted net loss per share has been dechfny dividing net loss by the weighted averagmimer of common shares outstanc
during the period. All potentially dilutive commaihares have been excluded since their inclusiondimrianti-dilutive.

An aggregate of 267,768 and 1,602,390 common &qukvalents (incentive shares) were excluded fimencomputation of diluted net loss
common share for the year ended December 31, 201 2oa the period from March 11, 2011 (inceptiomjough December 31, 2011, bec:
they were contingent shares subject to recall.

Recently Issued Accounting Pronouncem

Management does not believe that any recently dsduat not yet effective accounting pronouncemeiftadopted, would have a significi
effect on the accompanying consolidated finandetkesnents.

NOTE 4. ACCRUED EXPENSES

Accrued expenses consist of the following at Deaam#d, 2012 and for the period from March 11, 2Qbteption) through December .
2011:

March 11, 2011
through December

December 31, 201 31, 2011

Compensation related co: $ 1,022,711 $ >
Consulting fee: 679,80( 169,72:
Legal fees 563,38 -
Finder¢ fee liability 100,00( -
Interest 90,65( -
Other 11,25( -

$ 2,467,79 $ 169,72:
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RETROPHIN, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)
NOTE 5. LICENSE AGREEMENT

On February 16, 2012 the Company entered into apeatent pursuant to which a biotech company (‘thieli€&ensor’)with license rights t
certain drug technologies agreed to grant us admide sublicense for the development, manufactumrd @mmercialization of RB21
(DARA). The licensing agreement also enables thmg@any to sell the licensed technology as a relganaduct or sublicense the technol
to other third parties as potential sources of meee Under the license agreement, Sublicensorligatéd to transfer to the Company cer
information, records, regulatory filings, materiaisd inventory controlled by Sublicensor and raatio or useful for developing RE1. The
Company must use commercially reasonable effortdeteelop and commercialize RE-1 in specified major market countries and ¢
countries in which the Company believes it is conuiadly reasonable to develop and commercializehspi@ducts. The agreement s
continue until neither party has any obligationdenmthe agreement to make payments to the othsr. par

In accordance with the agreement as amended momtthe as of January 7, 2013, the Company is otdiydo make two norefundabli
payments totaling $2,450,000, the first paymergl50,000 due upon execution and the second paysh&i,300,000 due January 31, 2(
which includes a $150,000 fee payable to the sebtiee in exchange for extending due date of thimpat from October 1, 2012 to Jant
31, 2013. If the Company makes the second payafést January 31, 2013 but before February 28, 2b&3ayment due is $1,400,00(
before March 31, 2013 the payment due is $1,450,@300f December 31, 2012, the Company has rezedr$$2,300,000 for the cost of
License Agreement which is presented in the accogipg consolidated balance sheet as an intangtdetahat is being amortized o
straightline basis over the term of the License Agreemédritiwvexpires on September 30, 2023. As of DecerBbeP012, the Company mz
one payment of $1,150,000. The Company has redadi,300,000 liability in the accompanying coitaikbd balance sheet at Decembe
2012 for the remaining payment of $1,150,000 pILSA000 of extension fees. In addition, as mory fikscribed below, the Company iss
620,000 common shares to Ligand valued at $1,580a30a result of the merger transaction. For ther gaded December 31, 2012,
Company recognized amortization expense of thadieeelated to this agreement totaling $121,383.

In addition, the Company is obligated to make sesiemilestone payments upon the achievement df dagelopment milestone events set
forth in the sublicense agreement which could arhtuan aggregate of up to $106.9 million. Milest@ayments as they become due will be
recognized as license expense, pro-rata over tiedpbrough September 2023.

Per the sublicense agreement, starting from tls¢ dmmmercial sale of any licensed product (asndefiin the agreement), the Compar
obligated to pay the Sublicensor royalty paymenfsak to 15% of annual worldwide net sales of liehgroduct up to $300,000. |
worldwide net sales of licensed product exceedB@0$00, a royalty percentage of 17% is applied/aRies are payable on a quarterly b
and are payable on a product-by-product and cotbytrgountry basis on the net sales of licensed mtsdiRoyalties terms will be in efft
until the later of (i) ten years after the firsinomercial sale of any licensed product in such aguot (ii) the expiration of any patent rig
licensed under the license agreement (iii) theraxipin of all periods of market exclusivity. Curtlsnthe last to expire issued patent covere
such arrangement expires in September 2023; howéverCompany expects such date may be extendeuhtentterm extensions. Tl
sublicense agreement contains other customaryedarsd terms as are common in similar agreemeittg iimdustry.

In the event the Company’s Exit Transaction defimethe agreement as (i) sale of all or substdyt&l of the Companys assets or business
(i) a merger, reorganization or consolidation ilwtog the Company in which the stockholders or memstof the Company immediately pi
to such transaction cease to own collectively sontgjof the voting equity securities or membershiferests of a successor entity or (ii
registered public offering of Company's common Istonder the Securities Act of 1933 or (iv) a reeenserger of Company into an exisi
public company), the Company is obligated to paySlublicensor $1,500,000 no later than fifteenrmss days prior to the closing of the |
Transaction. The Company has an option to issugatapock in lieu of a cash payment to the Subilgze. Should the Company choose to i
capital stocks, the number of shares of capitalksissue shall be equal to $1,500,000 divided leypér share price of the capital stock t
agreed upon between the Company and the Sublicengbe date such election is made.
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RETROPHIN, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)

NOTE 6. NOTES PAYABLE

Note Payable related party

On February 1, 2012, the Company entered into aredgromissory note with a related party in theant of $900,000, with an interest t
of 12% per annum, compounded monthly. The note plicrued unpaid interest shall become due i) gorior to December 31, 2012 or
upon consummation of a Sale of the Company to aeda) a majority of the outstanding equity sea@sitor (b) all or substantially all of 1
Company's assets on a consolidated basis.

In addition, the Company has the right to repaprign of the outstanding obligation without pegalt premium. The repayment amount <
be applied in the following order: (i) any expensebe reimbursed to the related party, (ii) albaid interest through the date of repaymen
(iii) against the principal amount. On March 5]120an aggregate payment of $25,000 was made Wgdhmany, of which $9,764 was app
to accrued interest and the remaining balance 6f286 was applied to the principal balance. Theaiaing principal balance of this n
amounts to $884,764 as of December 31, 2012. dmaining principal balance of the note was repalissequent to year end.

On December 28, 2012, the secured promissory naseewtended to June 30, 2013.

Note Payable employee

On September 30 2012, the Company received an eer$30,000 from a related party in the form @@missory note, with an interest 1

of 15% per annum, compounded monthly. The noteredpon the earlier of i) December 31, 2012 or ppm a significant change in 1

Company’s ownership (as defined in the promissatgnh On December 3, 2012, the Company repaidd®8®lus any unpaid interest.

The accrued interest payable related to the twesnpayable at December 31, 2012 and 2011 was adgdeip $90,650 and $0, respectively.
Total interest expense recognized for the year@&mcember 31, 2012, for the period from March2(1,1 (inception) through December

2011 and for the period from March 11, 2011 (ing®pt through December 31, 2012 were aggregated1@5$17, $0 and $105,9

respectively.

NOTE 7. RELATED PARTY TRANSACTIONS

In October and November 2011, the Company was aeb$i7,500, from a company related through comnvamecship. The advance is ¢
on demand.

In November 2011, the Company was advanced $30r000 a company related through common ownershipe @dvances were repaic
February 2012.

On December 8, 2011, the Company received advasfcemds aggregating $8,500 from entities relateigh common ownership. T
advances are due on demand. Balance remainingcaniber 31, 2012 was $5,700.

In August 2012, the Company paid a security depmsibehalf of an affiliate of $137,547 in connentigith a building lease entered into
such affiliate. The Company assumed the lease fioaffiliate in April 2013, whereby the securilgposit was assigned to the Company.

During the year 2012, the Company paid an aggresgataunt of $563,380 in legal fees on behalf ofshme affiliate. The affiliate is currer
in the process of dissolving and the Company dagserpect to collect the amount outstanding. A®sult, the Company has writterff
$563,380 to bad debt expense in 2012. Such clsigeluded in selling general and administratixpense in the statement of operations.

NOTE 8. STOCKHOLDERS' DEFICIT

Post Merger Capitalization with Desert Gatew
Common Stock

The Company is currently authorized to issue upd©,000,000 shares of $0.0001 par value commotk.sédcissued shares of common st
are entitled to vote on a 1 share/1 vote basis.
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Preferred Stocl

The Company is currently authorized to issue upat®00,000 shares of $0.001 preferred stock, ofhwhj000 shares are designated Clas:
Preferred shares, $0.001 par value. Class A PegfeShares are not entitled to interest, have icelituidation preferences, special vot
rights and other provisions. No Preferred Shase® been issued to date.

Issuances

Common Stock

On March 30, 2011, the Company issued to its foutig#08,300 shares of Common Stock for a $25,0p@alacontribution.
On March 31, 2011, the Company issued to a ment808 shares of Common Stock for a $100 capitafritarion.
Private Placement Offerin- March 2011

On March 31, 2011, the Company offered for salesyant to a Private Placement Memorandum ("PPMJ)tau500,000 of the Compan
Common Stock at $4 per share, for an aggregateirgff@rice of $2,000,000. The Common Stock wadtledtto one (1) vote per each t
outstanding. The termination date of this offeisveaiginally May 3, 2011. On June 15, 2011, thenpany extended the termination dat
the PPM to August 31, 2011.

In April, May and June 2011, the Company sold shafeCommon Stock in a private placement for $4gbere, yielding aggregate proceec
$725,000. In addition, the Company incurred agatedees of $66,061 in connection with the priy@isEement. These common shares
subsequently exchanged for Series A Preferred siianbsequently recapitalized into 253,750 sharesramon stock).

Incentive Stock Awarc

Since Inception, the Company entered into variogsritive unit agreements for issuances of Incef@imemon Shares with certain individt
for future services (see note 9).

Preferred Stocl

On June 30, 2011, the Company amended its PPMIta sew series of units of membership interestvkmas the "Series A Preferred Sto
instead of common stock. The Series A PreferredeShaave a liquidation priority over the Common i8kawith a preference equal to two
times the amount originally invested in such shéireduding any prior cash distributions of any oeng profits) before any amounts are |
with respect to any Common Stock. In conjunctiathvthe amended PPM, the Company amended the $oifisicragreements of the pr
Common Stockholders and changed the Stock ownetshife newly issued Series A Preferred Stocks.

In July, October and December 2011, the Comparny slohres of Series A Preferred Stock (subsequesthpitalized into 36,750 shares
common stock) related to the amended private plaoefior approximately $2.86 per share, yieldingraggte proceeds of $105,000 of wi
10,500 shares sold and $30,000 proceeds were fnatated party through common ownership. In addijtthe Company incurred aggre(
fees of $1,367 in connection with the private phaeat.

On January 25, 2012, the Company, in connectioh svitanuary 2012 private placement offered forgal® 875,000 shares of the Company’
Series A Preferred Shares at approximately $5.7$hmre with similar terms and conditions as thered PPM.

From January 1, 2012 through May 14, 2012, the Gomsold shares of Series A Preferred Stock (sulesely recapitalized into 326,9
shares of common stock) related to the January 20id/ate placement at approximately $5.71 per Shgedding aggregate proceeds
$1,868,354 of which 128,163 shares sold and $7328b6ceeds were from a related party through commwnership. In addition, tl
Company incurred aggregate fees of $61,677 in adiomewith the private placement.

On May 18, 2012, the Company, in connection with bhay 2012 private placement, offered for salea@ 5,000 shares of the Company’
Series A Preferred Stock at approximately $11.43hpare with similar terms and conditions as theratled PPM.
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On September 20, 2012, the Company amended its2Wa¥ private placement selling price of the Pref@i$hares from approximately $11
per share to approximately $3.57 per share asudt i@fsa resolution of the Company's board. Thisotetion was determined as a resu
market conditions.

From May 31, 2012 through September 25, 2012, thmgany sold shares of the Series A Preferred Stmdisequently recapitalized ii
271,824 shares of common stock) related to May 2@ri#ate placement at approximately $3.57 per shaedding aggregate proceeds
$970,800 of which 185,024 shares sold and $660p80€eeds were from a related party through comnvamecship. In addition, the Compe
incurred aggregate fees of $12,275 in connectidh thie private placement.

From October 1, 2012 through December 11, 2012Ctmpany sold shares of the Series A PreferreckSsdsequently recapitalized i
198,940 shares of common stock) related to May 2@ivate placement at approximately $3.57 per Uyii)ding aggregate proceeds
$710,501.

Capital Contributions of Common Shares by Founder

In April 2012, the Companyg founding stockholder personally transferred 300,8hares of his common stock to third party cdastilfol
advisory services provided to the company. In &eper 2012, the Company's founder personally tearesf 250,000 shares of his comt
stock to the former Chief Executive Officer andremt Chairman of the Board of Directors. The shaneboth of these transactions, wt
have an aggregate fair value of $4,400,000, ahe Velsted and non-forfeitable.

In November 2012 and December 2012, the Compafouinding shareholder personally transferred Z¥b ghares of his common stocl
several employees. The shares, which had an aggrégr value of $1,375,000, are fully vested and-forfeitable.

Receivables from Shareholdt

In November of 2011, the Company advanced $10,6@0related party, with an interest rate of 0.0048d a five year term. The advanc
classified as a note receivable from related parythe balance sheet at December 31, 2011 andeiodNovember 3, 2016, the not
classified as a reduction of stockholders’ equityhie accompanying consolidated balance sheet.

On February 3, 2012, the Company entered into a nateivable with a related party in the amoun®®0,000. The note receivable
unsecured, bearing an interest rate of 12% perrmanand due to mature on February 3, 2013. The motelaissified as a reduction
stockholders' equity in the accompanying consadiddtalance sheet.

Advances to shareholders consist of payments madtdd Company for entities commonly controlled Ine tshareholders for operat
expenses aggregating $172,900.

NOTE 9. INCENTIVE SHARES

On March 31, 2011, the Company granted 1,849,3@nitive shares to several executive and exatutive employees, and certain consult
with an aggregate fair value of $7,397,200 or $4share. The incentive shares vested on the fenabfl each calendar quarter over three y
commencing on June 30, 2011. On September 11, 20 Z,ompany accelerated the vesting of 938,17&shasued to its founder and Cl
Executive Officer, which resulted in a charge of28%,600 included in compensation and related costie accompanying statemen
operations.

In August and November 2011, the Company grantedggnegate of 290,000 incentive shares to two dtargs, with an aggregate fair va
of $1,160,000 or $4 per share, for consulting sexi The incentive shares vested on the final daach calendar quarter over three yt
commencing on June 30, 2011 and December 31, 2011.

In January 2012, the Company granted 826,600 iieeshares to the Chief Executive Officer, an emedand a consultant, with an aggre
fair value of $9,919,200 or $12 per share. Theritice shares vested on the final day of each calegdarter over three years, commencin
March 31, 2012. On September 11, 2012, the Compamediately vested the Chief Executive Officetinvested incentive shares tota
28,185 for continuing services. On December 11,22@he Chief Executive Offices’remaining unvested incentive shares totaling GBE
were vested immediately due to the merger, whishlted in an aggregate charge of $7,214,400 indlileompensation and related cos
the accompanying statement of operations.
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On March 7, 2012, the Company granted 83,333 inaerghares to a third party consultant, with anraeggte fair value of $2,000,000
approximately $24 per share, for consulting seszidde incentive shares vested (i) 50% immediaaly (ii) on the final day of each calen
guarter over two years, commencing on March 312201

On July 7, 2012, the Company granted 43,750 incergihares to an employee, with an aggregate faievaf $375,000 or approximately $
per share. The incentive shares vested on thedmabf each calendar quarter over three yearspmoring on September 30, 2012.

For the year ended December 31, 2012, for the gdram March 11, 2011 (inception) through Decem®gy 2011, and for the period fr(
March 11, 2011 (inception) through December 31,2@e Company recognized $22,410,222, $1,979299,$24,389,521 as compensa
expense related to incentive shares granted ircdheolidated statements of operations, respectigiare compensation for nemploye:
awards subject to vesting is being accrued at nufeer value as of December 31, 2012, there wascqimately $844,973 of unrecogni:
compensation cost related to incentive sharesdssiibis amount is expected to be recognized owvegighted average of 1.69 years.

Weighted
Employee number o Non Employee - number  Total number of Average Fair
shares of share: shares Value

Unvested March 11, 2011 (“inceptiot $ S
Grantec 1,758,30! 381,00( 2,139,30! 4.00
Vested (431,24 (59,83%) (491,07 4.00
Forfeited (45,83%) - (45,83Y) -
Unvested December 31, 20 1,281,22! 321,16! 1,602,391 $ 4.00
Grantec 866,18( 87,50: 953,68: 12.8¢
Vested (2,048,28i) (193,679 (2,241,95) 7.34
Forfeited (46,357 - (46,35%) -
Unvested December 31, 2012 52,77 214,99¢ 267,76¢ $ 3.2C

All of the Companys share base payments were originally issued asghét LLC Class B incentive units that represeptrefits interest u
through the date of the Retrophin’s conversatioa @ Corporation, which was structured as a tax ésechange transaction.

Shares granted as incentive shares were origirsalbject to certain conditions at the time of gra®tich conditions specified that
occurrence of a Termination Event, as defined emamended operating agreement the Company shalthawight, but not the obligation,
repurchase, all, of the vested incentive sharesedway such incentive shareholder, at a purchase jpased on the fair market value of
incentive shares determined in good faith by tharB@f Directors. The aforementioned repurchasmopvas rescinded upon the Company’
conversion to a corporation.

NOTE 10. COMMITMENTS AND CONTINGENCIES

Sublease

During March 2011, the Company began subleasingesffon a month -taaonth basis for $7,000 per month. On June 31, 20&lCompan
entered into a sublease agreement with a compéifigtatl by common ownership, where the Company paly $7,000 a month or 75% of
space used, pnated, according to the aggregate cost of the dhaffices with the affiliated entities of the reddt party leasing compai
whichever is greater. According to the agreemiér@,Company is responsible for incidental costs fandent or lease of office furniture
equipment. The sublease is on a six month robiagjs and termination of the agreement can be tmademutual agreement of both partie
by the related party leasing company. The montiméaith lease was terminated in September 2012.

In October 2012, the Company entered into a subledth a company (“Sublessordffiliated by common ownership that expires on Nuobe!
29, 2016. The sublease agreement requires the Cgmpgay 50% of the rent and related escalatioasfar the Company to pay for 50%
the utilities incurred by the Sublessor.

Rent expense for the year ended December 31, #Xlthe periods from March 11, 2011 (inceptionptigh December 31, 2011 and from

March 11, 2011 (inception) through December 31 228&re $95,469, $63,000 and $158,469, respectiwdlich is recorded as rent expens:
the consolidated statement of operations.
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As of December 31, 2012 minimum future rental cotrments under non-cancelable operating leases follow

Year Ending December 3

2013 $ 138,20(
2014 140,16:
2015 140,16:
2016 128,48:
Total $ 547,00:

On April 11, 2013, the lease was assigned to thegamy by the Sublessor inclusive of the securipodé held.
Consulting Agreements
On August 15, 2011, the Company entered into aeesgent with a consultant to serve as a senior adofsstrategy.

The agreement’initial term is for one year and automaticallpe®s on an annual basis. Pursuant to this agreaimemompensation to t
consultant is comprised of (a) a fee of $37,500 g@endar quarter, payable commencing Septembe@D1, (b) 25,000 shares of
Company Common Stock with an estimated fair valu$1®90,000, which vest over twelve (12) quarterdosm as the agreement remain
effect, and (c) 25,000 additional common stock,ufipn the Company's completion of its initial ficarg at a prdinancing value of $2
million, and (ii) which vest in accordance with @@n schedules of milestones as described in theutting agreement. At December 31, 2!
the financing and milestones have not yet occuoredeen achieved. For the year ended Decembe2(@P, for the period from March :
2011 (inception) through December 31, 2011, andebwer 31, 2012, the Company recognized professieral related to this agreemer
the amounts of $150,000, $75,000, and $225,00peotisely, of which amounts comprised of fee pagabf $155,000 and $75,000
December 31, 2012 and 2011, respectively.

On November 1, 2011, the Company granted to theutamt an additional 120,000 shares of commonkstiagth an estimate fair value
$480,000, which vest in over twelve (12) calendaarters commencing December 31, 2011. For the geded December 31, 2012, for
period from March 11, 2011 (inception) through Deber 31, 2011, and for the period from March 11, 22(inception) through December
2012, the Company recognized professional feeterkta this share based compensation of $210,CM)080, and $250,000.

On August 25, 2011, the Company entered into aeesgent with a consultant to serve as chief sciemtificer of the Company.

The agreement’initial term is for one year and automaticallpe®s on an annual basis. Pursuant to this agreaimemompensation to t
consultant is comprised of (a) a fee of $50,000caégndar quarter, (b) 75,000 incentive shares aitlestimated fair value of $300,000, wi
vest over twelve (12) quarters so long as the ageeé remains in effect, and (c) receive 70,000 taadil incentive shares, (i) upon
Company's completion of its initial financing apeefinancing value of $20 million, and (ii) whickest in accordance with certain schedule
milestones as described in the consulting agreem@nDecember 31, 2012, the financing and milestohave not yet occurred or b
achieved. For the year ended December 31, 201fhdagperiod from March 11, 2011 (inception) throl@grember 31, 2011, and for the pe
from March 11, 2011 (inception) through December 2212, the Company recognized professional expegis¢ed to this agreement
amounts of $200,000, $100,000, and 300,000, resphgtof which amounts comprise of fee payable&260,000 and $100,000 at Decen
31, 2012 and December 31, 2011, respectively.

On November 1, 2011, the Company granted to theudtamt an additional 70,000 incentive shares waithestimated fair value of $280,0
which vest in over twelve (12) calendar quartensiceencing December 31, 2011. For the year endedrblme31, 2012, for the period frt
March 11, 2011 (inception) through December 31,12@hd for the period from March 11, 2011 (incepfithrough December 31, 2012,
Company recognized professional expense relatddsshare based compensation of $122,500, $232883$145,833.
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Sponsored Research Agreement

On July 1, 2012, the Company entered into a SpedsBesearch Agreement with an organization thatexpn July 1, 2013, unless exten
by written agreement between the parties. The Cagnpas agreed to pay a sponsor fee of $203,16%torganization to perform the rese:
program stated in the Sponsored Research Agreeiffemtsponsor fee payments are as follows: $108%fn 30 days of the execution of -
agreement and the remaining $101,314 will be dudaswary 1, 2013. As of December 31, 2012, the Gomjncluded the first payment
$101,855 in accounts payable and accrued expeases, payment have been made by the Company.

Sponsor fee totaling $203,169 will be recognizegragessional expense, prata over the one year term of the Sponsored Reségreemen
Total professional expense recorded related t&funsored Research Agreement totaled $101,858dordar ended December 31, 2012.

Employment agreeme

Effective March 1, 2011, the Company entered intioraeyear employment agreement with Martin Shkreli, vgroves as the Company's C
Executive Officer. The Agreement provides for (a) a base salary oDEE® per year, (b) annual cash bonus award atlifoeetion of th
Board equal to one month salary, (c) three weeésation paid per calendar year, (d) acceleratstingeof options in the event of (i) a mer
or consolidation, (ii) a sale of all or substaryialll of the assets or (iii) any other change amtrol of the Company, and (e) all group insur:
plans and other benefit plans and programs madiabhato the Company’s management employees.

NOTE 11. INCOME TAXES

From the Company’inception in March 11, 2011 to September 20, 2€6#%2Company was not subject to federal and stateme taxes since
was operating as a Limited Liability Company (LLOn September 20, 2012, the company converted &t C to a C corporation and, &
result, became subject to corporate federal anid staome taxes. This conversion is considerecapitalization of the equity structure of
company and was treated as a nontaxable transagisoa result of the conversion to a taxable entig, Company recorded a deferred
liability on the balance sheet and in income tagesse as of the date of the change in tax stattieimmount of $1,079,000 related to
technology license. The company files its taxega @ash basis method.

For the period ended December 31, 2012, the Comjpanyred net operating losses and, accordinglypnowision for income taxes has b
recorded. In addition, no benefit for income takas been recorded due to the uncertainty of tHezaéan of any tax assets including N
carryovers. At December 31, 2012, the Company fpadoximately $5.9 million dollars of federal an@tst and local net operating losses.
net operating loss carryforwards, if not utilizedl| begin to expire in 2032 for federal purposes.

The components of the provision (benefit) for ineotaxes, in the consolidated statement of operatoa as follows (in thousands):

2012
Current
Federal $ -
State -
Deferred
Federal (1,179
State (739
(1,900
Total $ (1,906
Change in valuation allowance 1,90¢
Income tax (benefit) -
Total $ -
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A reconciliation of the statutory federal incoma &xpense (benefit) to the effective tax is asofell (in thousands):

2012
Statutory rate - federal (35.0(%)
State taxes, net of federal ben (1.81%)
Partnership Losses preceding the conversion t&Carg 19.3%
Stock Based Compensation related to profits inte 9.52%
Meals & Entertainmer 0.01%
Deferred tax adjustment upon conversion to taxstats 1.61%
Change in valuation allowance 6.2E%
Income tax provision (benefit) 0.0(%

The tax effects of “temporary differences” giveerte deferred tax assets and liabilities as of b 31, 2012. (in thousands):

2012 Asset Liability
Net operating loss and capital loss carry forw $ 2,74t $ 2,74¢
Technology licens $ (466€) (46€)
Organizational cosi $ 9 9
Accrual to Casl $ (385) (385)
Valuation allowance $ (1,906
Total $ - 3 2,746 $ (842)

NOTE 12. SUBSEQUENT EVENTS

In January 2013, Desert Gateway Inc. sold an agdgegf 272,221 shares of common stock in certaiaf@ placement transactions, for
aggregate purchase price of $816,664 in cash.isBa@nce of such shares of common stock was nisteegd under the Securities Act as ¢
issuance was exempt from registration under Sed{@nof the Securities Act and Regulation D progatéd thereunder.

On February 14, 2013, Desert Gateway Inc. closadvate placement of 3,045,929 shares of Deserv@st Inc. common stock, at a purct
price of $3.00 per share, or $9,137,787 in the egate, and Warrants to purchase up to an aggrefat622,969 shares of common stock
an exercise price of $3.60 per such share underigmy Warrant. The issuance of the shares of camstuxk in such private placement
not registered under the Securities Act as suclaigse was exempt from registration under Secti@h df(the Securities Act and Regulatiol
promulgated thereunder.

Effective May 13, 2013, the Company entered into esmployment agreement with Horacio Plotkin, M.Dhe(t“Plotkin Employmer
Agreement”) pursuant to which Dr. Plotkin was apped as Chief Medical Officer of the Company.

In accordance with the terms of the Plotkin EmpleptAgreement, Dr. Plotkig'initial base salary is $350,000 and he is elgtblreceive
discretionary annual bonus of up to 50% of his thpplicable base salary. Additionally, Dr. Plotkieceived $20,000 in connection v
signing the Plotkin Employment Agreement. Dr. Rilowill also be awarded options to purchase 120 $lfares of restricted common stoc
the Company at an exercise price of $8.70 per slaapeo rata portion of which will vest quarterlyrihg the 3 years following the effect
date.

Effective May 20, 2013, the Company entered intoearployment agreement with Marc L. Panoff (the ‘&faEmployment Agreemen}”
pursuant to which Mr. Panoff was appointed as Chieéncial Officer and Chief Accounting Officer thie Company.

In accordance with the terms of the Panoff Emplayn#greement, Mr. Panof'initial base salary is $230,000 and he is elgtbl receive
discretionary annual bonus of up to 50% of his tapplicable base salary. Mr. Panoff will also banged 120,000 units of restricted comt
stock of the Company, a pro rata portion of whidh west quarterly during the 3 years following tefective date.

In accordance with ASC 8583, Company management reviewed all material evtbnésigh the date of this report and there are atera
subsequent events to report, other than those listdhe Note.
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO EXCHANGE ACT RULE 13a-14(a) OR 15d-14(a

I, Martin Shkreli, certify that:

1.

2.

| have reviewed this Transition Report on Forr-K of Retrophin, Inc. (f/k/a Desert Gateway, In

Based on my knowledge, this report does not corgainuntrue statement of a material fact or om#taie a material fact necess
to make the statements made, in light of the citances under which such statements were madmisieading with respect to t
period covered by this report;

Based on my knowledge, the financial statementsadinelr financial information included in this repdairly present in all materi
respects the financial condition, results of ogerstand cash flows of the registrant as of, amgtfe periods presented in this rep

The registrang’ other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstamd procedures (
defined in Exchange Act Rules 13a-15(e) and 15@))%({d internal control over financial reportirag @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(@) Designed such disclosure controls and proceduregused such disclosure controls and proceduies designed under ¢
supervision, to ensure that material informatiolatimeg to the registrant, including its consolidhtsubsidiaries, is ma
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahe@porting to be design
under our supervision, to provide reasonable amsareegarding the reliability of financial repodimnd the preparation
financial statements for external purposes in atmuoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registsagisclosure controls and procedures and pres@mthis report our conclusio
about the effectiveness of the disclosure contrals procedures, as of the end of the period coveyetis report based
such evaluation; and

(d) Disclosed in this report any change in thgistrants internal control over financing reporting thatceced during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

The registrang’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’'s auditors and theitaadmmittee of the registramst’board of directors (or persons performing
equivalent functions):

(a) All significant deficiencies and material weaknesse the design or operation of internal controkmfinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refinancia
information; and

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a signifioalet in the
registran’s internal control over financial reportir

Date: June 13, 2013 /s/ Martin Shkreli

Martin Shkreli

Chief Executive Officer

(Principal Executive Officer and Principal Finaricia
Officer)



Exhibit 31.2
CERTIFICATION OF
CHIEF FINANCIAL OFFICER
PURSUANT TO EXCHANGE ACT RULE 13a-14(a) OR 15d-14(a

I, Marc Panoff, certify that:

1.

2.

| have reviewed this Transition Report on Forr-K of Retrophin, Inc. (f/k/a Desert Gateway, In

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omattde a material fact necess
to make the statements made, in light of the citances under which such statements were madmisietading with respect to t
period covered by this report;

Based on my knowledge, the financial statementsodiner financial information included in this repdairly present in all materi
respects the financial condition, results of ogerstand cash flows of the registrant as of, amgtfe periods presented in this rep

The registrang’ other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstamd procedures (
defined in Exchange Act Rules 13a-15(e) and 15@))%(nd internal control over financial reportiag @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(@) Designed such disclosure controls and proceduregused such disclosure controls and procedures designed under ¢
supervision, to ensure that material informatiolatieg to the registrant, including its consolidhtsubsidiaries, is ma
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahe@porting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repodimand the preparation
financial statements for external purposes in atmuoce with generally accepted accounting princijples

(c) Evaluated the effectiveness of the registsagisclosure controls and procedures and pres@mthis report our conclusio
about the effectiveness of the disclosure conttals procedures, as of the end of the period coveyetis report based
such evaluation; and

(d) Disclosed in this report any change in thgistrants internal control over financing reporting thatcoced during th
registrant’s most recent fiscal quarter (the regrgts fourth fiscal quarter in the case of an annuabmg that has material
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

The registrang’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitaadmmittee of the registrast'board of directors (or persons performing
equivalent functions):

(a) All significant deficiencies and material weaknesge the design or operation of internal controkmfinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refinancia
information; and

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a signifioaet in the
registran’s internal control over financial reportir

Date: June 13, 2013 /s/ Marc Panoff

Marc Panoff
Chief Financial Officer
(Principal Financial Officer



Exhibit 32.1

CERTIFICATION OF
CHIEF EXECUTIVE 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 accompanying Transition Répa Form 10-K of Retrophin, Inc. (f/k/a Desertt®aay, Inc.) (the “Company”for the
period ended December 31, 2012 (the “Repotti§, undersigned officer of the Company hereby fiestpursuant to 18 U.S.C. Section 135(
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, that, to such officer’'s knowledge:

1. The Report fully complies with the r@gments of Section 13(a) or 15(d) of the Secigik&change Act of 1934; and

2. The information contained in the Repdairly presents, in all material respects, theaficial condition and results
operations of the Company.

Date: June 13, 2013 /s/ Martin Shkreli
Martin Shkreli
Chief Executive Officer
(Principal Executive Office




Exhibit 32.2

CERTIFICATION OF
CHIEF 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 accompanying Transition Répa Form 10-K of Retrophin, Inc. (f/k/a Desertt®aay, Inc.) (the “Company”for the
period ended December 31, 2012 (the “Repotti§, undersigned officer of the Company hereby fiestpursuant to 18 U.S.C. Section 135(
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, that, to such officer’'s knowledge:

1. The Report fully complies with the r@gments of Section 13(a) or 15(d) of the Secigik&change Act of 1934; and

2. The information contained in the Repdairly presents, in all material respects, theaficial condition and results
operations of the Company.

Date: June 13, 2013 /s/ Marc Panoff
Marc Panoff
Chief Financial Officer
(Principal Financial Officer




