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ACURA PHARMACEUTICALS, INC.
616 N. North Court, Suite 120
Palatine, Illinois 60067

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

Notice is hereby given that the 2011 Annual Meeting of Shareholders (the “Meeting”) of Acura Pharmaceuticals, Inc., a New York
corporation, (the “Company™), will be held at the Newark Liberty International Airport Marriott, 1 Hotel Road, Newark, New
Jersey 07114 on April 28, 2011 at 9:00 a.m., Eastern Time, for the purposes listed below:

1. To elect seven directors to the Board of Directors who shall serve until the 2012 Annual Meeting of Shareholders, or until
their successors have been elected and qualified;

2. To cast a non-binding advisory vote on executive compensation (“say-on-pay”);
3. To cast a non-binding advisory vote on the frequency of the shareholder vote on executive compensation;

4. To ratify the appointment of BDO USA, LLP as our independent registered public accounting firm for the fiscal year ending
December 31, 2011; and

5. To transact such other business as may properly come before the Meeting or any adjournment thereof.

Only shareholders of record at the close of business on March 8, 2011 are entitled to notice of and to vote at the Meeting or any
adjournment thereof.

For a period of 10 days prior to the Meeting, a shareholders list will be kept at our administrative office and shall be available
for inspection by shareholders during normal business hours. A shareholders list shall also be present and available for inspection at
the Meeting.

We are pleased to take advantage of the U.S. Securities and Exchange Commission rule that allows companies to furnish proxy
materials to their stockholders over the Internet. As a result, we are mailing to our shareholders a Notice of Internet Availability of
Proxy Materials (the “Notice”) instead of paper copies of this proxy statement and our 2010 Annual Report. We believe this process
allows us to provide our shareholders with the required information more promptly, reduces adverse environmental impact, and
reduces costs associated with printing and distributing our proxy materials. The Notice contains instructions on how to access our
Proxy Statement and 2010 Annual Report over the Internet. The Notice also contains instructions on how to request a paper copy of
our proxy materials, including our Proxy Statement, 2010 Annual Report and a form of proxy card or voting instruction card.

Your vote is important. Whether or not you plan to attend the Meeting, we encourage you to vote as soon as possible. You may
vote your shares via a toll-free telephone number or via the Internet as further described in the Notice. If you received a proxy card
or voting instruction card by mail, you may submit your proxy card or voting instruction card by completing, signing, dating and
mailing your proxy card or voting instruction card in the envelope provided. Any shareholder attending the Meeting may vote in
person, even if you have already returned a proxy card or voting instruction card.

Your attention is directed to the Proxy Statement for information regarding each proposal to be made at the meeting.
March 14, 2011 Peter A. Clemens
Senior Vice President, Chief Financial
Officer and Secretary
Palatine, Illinois
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ACURA PHARMACEUTICALS, INC.
616 N. North Court, Suite 120
Palatine, Illinois 60067

PROXY STATEMENT

2011 ANNUAL MEETING OF SHAREHOLDERS

This Proxy Statement is furnished in connection with the solicitation by the Board of Directors of ACURA
PHARMACEUTICALS, INC. (the “Company”) of proxies to be voted at the 2011 Annual Meeting of Shareholders of the
Company (the “Meeting”) to be held on April 28, 2011 and at any adjournment(s) thereof, for the purposes set forth in the
accompanying Notice of Annual Meeting of Shareholders.

In accordance with rules and regulations adopted by the U.S. Securities and Exchange Commission (the “SEC”), we have
elected to provide our stockholders access to our proxy materials over the Internet. Accordingly, a Notice of Internet Availability of
Proxy Materials (the “Notice”) will be mailed commencing on or about March 14, 2011 to our stockholders who owned our
common stock at the close of business on March 8, 2011. Shareholders will have the ability to access the proxy materials on a
website referred to in the Notice or request a printed set of the proxy materials be sent to them by following the instructions in the
Notice.

The close of business on March 8, 2011 has been fixed as the record date (the “Record Date”) for the determination of
shareholders entitled to notice of and to vote at the Meeting. On the Record Date, our outstanding voting securities consisted of
44,640,268 shares of common stock, $0.01 par value per share (the “Common Stock”). Under the New York Business Corporation
Law and our Certificate of Incorporation and Bylaws, each stockholder will be entitled to one vote for each share of Common
Stock held at the Record Date, for all matters, including the election of directors. The required quorum for the transaction of
business at the Meeting is a majority of the votes eligible to be cast by holders of shares of Common Stock outstanding on the
Record Date. Shares that are voted “FOR,” “AGAINST,” “WITHHELD” or “ABSTAIN” are treated as being present at the
Meeting for the purposes of establishing a quorum and are also treated as shares entitled to vote at the Meeting (the “Votes Cast”)
with respect to such matter. Abstentions will have the same effect as voting against a proposal. Broker non-votes will be counted
for purposes of determining the presence or absence of a quorum for the transaction of business, but such non-votes will not be
counted for purposes of determining the number of Votes Cast with respect to the particular proposal on which a broker has
expressly not voted. Thus a broker non-vote will not affect the outcome of the voting on a proposal. Holders of Common Stock
have no cumulative voting rights in the election of directors. Shareholders have no appraisal rights with respect to any matter being
voted upon.
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VOTING OF PROXIES

We are pleased to take advantage of the SEC rule that allows companies to furnish their proxy materials over the Internet.
Accordingly, we have sent to our shareholders of record and beneficial owners a Notice regarding Internet availability of proxy
materials. Instructions on how to access the proxy materials over the Internet or to request a paper copy may be found in the Notice.
In addition, shareholders may request to receive proxy materials in printed form by mail or electronically on an ongoing basis. A
shareholder’s election to receive proxy materials by mail or electronically by e-mail will remain in effect until the stockholder
terminates such election.

To sign up for electronic delivery, please follow the instructions provided with your proxy materials and on your proxy card or
voting instruction card to vote using the Internet and, when prompted, indicate that you agree to receive or access stockholder
communications electronically in future years.

You can view the proxy materials for the Meeting on the Internet at www.proxyvote.com. Please have your 12 digit control
number available. Your 12 digit control number can be found on your Notice. If you received a paper copy of your proxy materials,
your 12 digit control number can be found on your proxy card or voting instruction card.

Whether you hold shares directly as a registered shareholder of record or beneficially in street name, you may vote without
attending the meeting. You may vote by granting a proxy or, for shares held beneficially in street name, by submitting voting
instructions to your stockbroker, trustee or nominee. In most cases, you will be able to do this by telephone, by using the Internet or
by mail if you received a printed set of the proxy materials.

If you have telephone or Internet access, you may submit your proxy by following the instructions provided in the Notice, or if
you received a printed version of the proxy materials by mail, by following the instructions provided with your proxy materials and
on your proxy card or voting instruction card.

If you received printed proxy materials, you may submit your proxy by mail by signing your proxy card if your shares are
registered or, for shares held beneficially in street name, by following the voting instructions included by your stockbroker, trustee
or nominee, and mailing it in the enclosed envelope. If you provide specific voting instructions, your shares will be voted as you
have instructed

You may revoke your proxy and change your vote at any time before the final vote at the Meeting. If you are a shareholder of
record, you may do this by signing and submitting a new proxy card with a later date; by voting by telephone or by using the
Internet, either of which must be completed by 11:59 p.m. Eastern Time on April 27, 2011 (the latest telephone or Internet proxy is
counted); or by attending the meeting and voting in person. Attending the meeting alone will not revoke your proxy unless you
specifically request your proxy to be revoked. If you hold shares through a bank or brokerage firm, you will need to request a proxy
from the bank or broker and bring it with you to vote at the meeting.

If you properly sign and return your proxy card or complete your proxy via the telephone or Internet, your shares will be voted
as you direct. IF NO INSTRUCTIONS ARE INDICATED AND YOU ARE A SHAREHOLDER OF RECORD, THE COMMON
STOCK REPRESENTED THEREBY WILL BE VOTED (i) FOR the election of Directors, (ii) FOR the resolution approving
executive compensation, (iii) FOR a shareholder vote on executive compensation with a frequency of every three years, and (iv)
FOR the ratification of the appointment of BDO USA, LLP as the Company’s independent registered public accounting firm for
the fiscal year ending December 31, 2011.

The proposal to approve the appointment of independent auditors is considered a “discretionary” item. This means that
brokerage firms may vote in their discretion on this matter on behalf of clients who have not furnished voting instructions at least
10 days before the date of the Meeting. In contrast, all of the other proposals being voted upon are “non-discretionary” items. This
means brokerage firms that have not received voting instructions from their clients on these proposals may not vote on it. These so-
called “broker non-votes” will be included in the calculation of the number of votes considered to be present at the meeting for
purposes of determining a quorum, but will not be considered in determining the number of votes necessary for approval and will
have no effect on the outcome of the votes on such proposals.
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THE BOARD OF DIRECTORS

In 2010, the Company’s Board of Directors held six meetings. Each of the Company’s Directors attended at least 75% of the
sum of (1) all 2010 Board meetings and (2) all meetings held by Board committees on which a Director served. Directors are
strongly encouraged to attend all Board meetings, Board committee meetings, and shareholder meetings. Six of our seven directors
attended our 2010 annual meeting.

Board Committees

In 2010, the Company had an Audit Committee and a Compensation Committee of the Board of Directors. In 2010, the Audit
Committee met four times and the Compensation Committee met two times. The Charter of our Audit Committee is available on
our website, www.acurapharm.com, under the menu item “Audit Committee Charter” appearing under the “Corporate” tab. The
Charter of our Compensation Committee is also available on our website under the menu item “Compensation Committee Charter”
appearing under the “Corporate” tab.

Audit Committee

The Audit Committee is composed of George K. Ross, Chairman, William A. Sumner and William G. Skelly. The Audit
Committee is responsible for selecting the Company’s registered independent public accounting firm, approving the audit fee
payable to the auditors, working with independent auditors and other corporate officials, reviewing the scope and results of the
audit by, and the recommendations of, our independent auditors, approving the services provided by the auditors, reviewing our
financial statements and reporting on the results of the audits to the Board, reviewing our insurance coverage, financial controls and
filings with the SEC, including, meeting quarterly prior to the filing of our quarterly and annual reports containing financial
statements filed with the SEC, and submitting to the Board its recommendations relating to our financial reporting, accounting
practices and policies and financial accounting and operational controls.

In assessing the independence of the Audit Committee in 2010, our Board reviewed and analyzed the standards for
independence provided in NASDAQ Marketplace Rule 5605(c)and applicable SEC regulations. Based on this analysis, our Board
has determined that each of Messrs. Ross, Sumner and Skelly satisfies such standards for independence. Our Board also determined
that Mr. Ross is a “financial expert” as provided in NASDAQ Marketplace Rule 5605(c)(3) and SEC regulations.

Compensation Committee

The Compensation Committee is composed of Richard J. Markham, Chairman, Bruce F. Wesson and Immanuel Thangaraj. This
committee is responsible for consulting with and making recommendations to the Board of Directors about executive compensation
and compensation of employees. See “Compensation of Executive Officers and Directors — Compensation Discussion and
Analysis — Board Process” for a summary of the procedures for approving compensation for our senior management and
employees.

Although the listing standards of the NASDAQ Capital Market specify that the compensation of our executive officers must be
determined, or recommended to the Board, either by a majority of independent directors or a compensation committee comprised
solely of independent directors, we are relying on the “controlled company” exemption provided in NASDAQ Marketplace Rule
5615(c) in having each of Messrs. Markham, Wesson and Thangaraj as members of the Compensation Committee.

Nominating Committee

Currently our entire Board of Directors functions as our nominating committee. As needed, the Board will perform the
functions typical of a nominating committee, including the identification, recruitment and selection of nominees for election to our
Board. Three of our seven members of the Board (Messrs. Sumner, Skelly and Ross) are “independent” as that term is defined
under the rules of the NASDAQ Capital Market and SEC regulations and participate with the entire Board in the consideration of
director nominees. We believe that a nominating committee separate from the Board is not necessary at this time, given our relative
size and the size of our Board and that an additional committee of the Board would not add to the effectiveness of the evaluation
and nomination process. The Board’s process for recruiting and selecting nominees for Board members, if required, would be to
identify individuals who are thought to have the
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business background and experience, industry specific knowledge and general reputation and expertise allowing them to contribute
as effective directors to our governance, and who would be willing to serve as directors of a public company. To date, we have not
engaged any third party to assist in identifying or evaluating potential nominees. If a possible candidate is identified, the individual
will meet with each member of the Board and be sounded out concerning his/her possible interest and willingness to serve, and
Board members would discuss amongst themselves the individual’s potential to be an effective Board member. If the discussions
and evaluation are positive, the individual would be invited to serve on the Board. To date, no shareholder has presented any
candidate for Board membership for consideration, and we do not have a specific policy on shareholder-recommended director
candidates. The Board believes its process for evaluation of nominees proposed by shareholders would be no different than the
process of evaluating any other candidate, and therefore the Board believes it is appropriate to not have a policy on shareholder-
recommended director candidates. The Board of Directors does not have a policy regarding diversity in identifying nominees for
director.

The experience, qualifications, attributes or skills that led the Board to conclude that the current board members, should serve
are (i) their pharmaceutical industry and senior level management experience in the case of Messrs. Reddick, Skelly, Sumner,
Wesson and Markham; (ii) financial and senior level management expertise in the case of Mr. Ross, and (iii) their experience in
overseeing management as principals of private equity firms in the case of Messrs. Wesson, Thangaraj and Markham. In addition
we are required to elect the three designees of GCE Holdings LLC — Messrs. Markham, Thangaraj, and Wesson — to our Board
pursuant to the Voting Agreement described in “Certain Relationships and Related Transactions, and Director Independence”. See
also “Proposal 1 — Election of Directors for a further description of the experience of our directors.

Separation of Roles of Chairman and CEO

Mr. Markham serves as the Chairman of our Board of Directors and Mr. Reddick serves as Chief Executive Officer. We believe
the separation of offices is beneficial because a separate chairman (i) can provide the Chief Executive Officer with guidance and
feedback on his performance, (ii) provides a more effective channel for the Board to express its views on management, (iii) allows
the chairman to focus on shareholder interests and corporate governance while the Chief Executive Officer leads the Company’s
strategy development and implementation. As Mr. Markham has significant senior level pharmaceutical industry experience, he is
particularly well suited to serve as Chairman.

Board’s Role in Risk Assessment

The Board as a whole engages in risk oversight as part of its functions. As an emerging pharmaceutical development company
we face numerous risks identified in on our Annual Report on Form 10-K, many of which are outside of our control. In addition,
the Audit Committee reviews our insurance coverage and the Board and Audit Committee regularly monitors our liquidity position
and operating expenses and reviews our capital funding needs. The Company believes the Board leadership structure effectively
enables it to oversee risk management.

Shareholder Communications to the Board

Shareholders who wish to send communications to our Board of Directors may do so by sending them in care of our Secretary
at Acura Pharmaceuticals, Inc., 616 N. North Court, Suite 120 Palatine, Illinois 60067. The envelope containing such
communication must contain a clear notation indicating that the enclosed letter is a “Shareholder-Board Communication” or
“Shareholder-Director Communication” or similar statement that clearly and unmistakably indicates the communication is intended
for the Board. All such communications must clearly indicate the author as a shareholder and state whether the intended recipients
are all members of the Board or just certain specified directors. Our Secretary will have the discretion to screen and not forward to
Directors communications which the Secretary determines in his or her discretion are communications unrelated to our business or
our governance, commercial solicitations, or communications that are offensive, obscene, or otherwise inappropriate. The Secretary
will, however, compile all shareholder communications which are not forwarded and such communications will be available to any
Director.
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Code of Ethics

Our Code of Ethics applicable to our principal executive officer, principal financial officer, principal accounting officer and all
of our other employees is available on our website, www.acurapharm.com, under the menu item “Code of Ethics” appearing under
the “Corporate” tab.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our Directors and executive officers, and persons
who own beneficially more than ten percent (10%) of our Common Stock, to file reports of ownership and changes of ownership
with the SEC. Copies of all filed reports are required to be furnished to us pursuant to Section 16(a). Based solely on the reports
received by us and on written representations from reporting persons, we believe that our Directors, executive officers and greater
than ten percent (10%) beneficial owners of our Common Stock complied with all Section 16(a) filing requirements during the year
ended December 31, 2010.
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PROPOSAL 1

ELECTION OF DIRECTORS

At the Meeting, seven individuals will be elected to serve as Directors until the next annual meeting, and until their successors
are elected and qualified. During 2010, each of the nominees to the Board served as a Director.

Unless a shareholder WITHHOLDS AUTHORITY, a properly delivered proxy will be voted FOR the election of the persons
named below, unless the proxy contains contrary instructions. Management has no reason to believe that any of the nominees will
not be a candidate or will be unable to serve as a Director. However, in the event any nominee is not a candidate or is unable or
unwilling to serve as a Director at the time of the election, unless the shareholder withholds authority from voting, the proxies will
be voted for any nominee who shall be designated by the present Board of Directors to fill such vacancy.

Although our Certificate of Incorporation provides for a maximum of 11 directors, in accordance with the terms of a Voting
Agreement dated February 6, 2004, by and among the Company, GCE Holdings LL.C (“GCE”) and others, as amended (the “Voting
Agreement”), we have agreed that the Board of Directors shall be comprised of not more than seven members, three of whom,
subject to certain minimum share holdings, are designees of GCE, one of whom is our Chief Executive Officer and three of whom
are independent directors. The Voting Agreement provides that after the date GCE no longer holds at least 10 million common
shares (including underlying common stock warrants), its rights to designate board members will be reduced from three directors to
two directors, with the forfeited seat becoming available for an independent director to thereafter be nominated and elected to the
Board of Directors from time to time by the then current Directors. In addition, from and after the date GCE ceases to hold at least
5 million common shares (including underlying common stock warrants) it has the right to designate only one director, with the
additional forfeited seat becoming available for an independent director to thereafter be nominated and elected to the Board of
Directors from time to time by the then current directors. Finally, the Voting Agreement provides that GCE’s right to designate
directors terminates on the date it ceases to hold at least 2.5 million common shares (including underlying common stock warrants)
of our common stock with the additional forfeited seat becoming available for an independent director to thereafter be nominated
and elected to the Board of Directors from time to time by the then current directors.

The name and age of each of the seven nominees, his principal occupation and the period during which such person has served
as a Director are set forth below.

Name of Nominee Age Position With the Company Director Since
Andrew D. Reddick 58 President and CEO and Director 2004
Bruce F. Wesson! 68 Director 1998
William A. Sumner® 73 Director 1997
Richard J. Markham® 60 Director 2006
William G. Skelly® 60 Director 1996
Immanuel Thangaraj(!) 40 Director 2002
George K. Ross® 69 Director 2008

(1) Member of Compensation Committee
(2) Member of Audit Committee

Andrew D. Reddick has been President and Chief Executive Officer since August, 2003 and a member of our Board of Directors
since August, 2004. From April, 2000 to September, 2002 Mr. Reddick was Chief Operating Officer and Sr. Vice President
Commercial Operations for Adolor Corporation and from June, 1999 to March, 2000 he served as President of Faulding
Laboratories, Inc. Mr. Reddick holds a Bachelor of Arts degree in Biology from the University of California and a Masters of
Business Administration degree from Duke University.
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Bruce F. Wesson has been a member of our Board of Directors since March, 1998. Mr. Wesson has been a Partner of Galen
Associates, a health care venture firm, and a General Partner of Galen Partners III, L.P. since January 1991. Prior to January, 1991,
he was Senior Vice President and Managing Director of Smith Barney, Harris Upham & Co. Inc., an investment banking firm. He
currently serves on the Board of Derma Sciences, Inc. and as Vice Chairman of the Board of MedAssets, Inc., each a publicly
traded company. Mr. Wesson earned a Bachelor of Arts degree from Colgate University and a Masters of Business Administration
from Columbia University.

William A. Sumner has been a member of our Board of Directors since August, 1997. From 1974 until his retirement in 1995,
Mr. Sumner held various positions within Hoechst-Roussel Pharmaceuticals, Inc., including Vice President and General Manager,
Dermatology Division from 1991 through 1995, Vice President, Strategic Business Development, from 1989 to 1991 and Vice
President, Marketing from 1985 to 1989. Since his retirement from Hoechst-Roussel Pharmaceuticals, Inc. in 1995, Mr. Sumner has
served as a consultant in the pharmaceutical industry. He currently serves on the Board of 31, Ingredient Innovations International, a
privately held company. Mr. Sumner earned a Bachelor of Arts degree from Montclair State University and a Master of Arts degree
from the University of Virginia.

Richard J. Markham has been a member of our Board of Directors since May, 2006. Since November, 2004 Mr. Markham has
served as a partner at Care Capital, LLC, a venture capital firm that primarily invests in life sciences companies. From May 2002
until August 2004, Mr. Markham was the Vice Chairman of the Management Board and Chief Operating Officer of Aventis SA.
From December, 1999 until May, 2002 he was the Chief Executive Officer of Aventis Pharma AG. Previously he was the Chief
Executive Officer of Hoechst Marion Roussel, the President and Chief Operating Officer of Marion Merrell Dow, Inc. and a
member of its board of directors. From 1973 to 1993 Mr. Markham was associated with Merck & Co. Inc., culminating in his
position as President and Chief Operating Officer. Mr. Markham received a B.S. in Pharmacy and Pharmaceutical Sciences from
Purdue University. Since 2005, Mr. Markham has served as a director of Anacor Pharmaceuticals, Inc., a biopharmaceutical
company, which became subject to the reporting obligations of the Securities Exchange Act of 1934, as amended, in November
2010.

William G. Skelly has been a member of our Board of Directors since May, 1996 and served as our Chairman from October,
1996 through June, 2000. Since 1990, Mr. Skelly has served as Chairman, President and Chief Executive Officer of Central
Biomedia, Inc. and its subsidiary SERA, Inc. From 1985 to 1990, Mr. Skelly served as President of Martec Pharmaceutical, Inc.
Mr. Skelly earned a Bachelor of Arts degree from Michigan State University and a Masters of Business Administration from the
University of Missouri-Kansas City.

Immanuel Thangaraj has been a member of our Board of Directors since December, 2002. Mr. Thangaraj has been a Managing
Director of Essex Woodlands Health Ventures, a venture capital firm specializing in the healthcare industry, since 1997. Prior to
joining Essex Woodlands Health Ventures, he helped establish a telecommunication services company, for which he served as its
CEO. Mr. Thangaraj holds a Bachelor of Arts and a Masters in Business Administration from the University of Chicago.

George K. Ross has been a member of our Board of Directors since January, 2008. Since April 2002, Mr. Ross has been a
consultant to early stage businesses and a financial investor. From July 2005 through December 2010 he served as Executive
Director, Foundations and Partnerships for World Vision U.S. in New York City. His business career has included senior financial
officer and board member positions with both public and private companies in diverse industries. Mr. Ross was Executive Vice
President and Chief Financial Officer and a board member of Tier Technologies Inc. from February 1997 to January 2000, which
became a public company during this period. Mr. Ross is a Certified Public Accountant and earned a Bachelor of Arts degree from
Ohio Wesleyan University and a Masters of Business Administration from Ohio State University.

The Board had determined that Messrs. Skelly, Sumner and Ross are independent directors.
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Executive Officers
Andrew D. Reddick, President and Chief Executive Officer.

Robert B. Jones has been our Senior Vice President and Chief Operating Officer since April 2008. From May, 2003 to March,
2008, Mr. Jones served first as the Vice President, Finance and then as Vice President, Strategy and Business Analysis of Adolor
Corporation. From November 2000 to May, 2003 he served as Vice President, Finance and then as Chief Operating Officer of Opt-
E-Script, Inc., a privately held personalized medicine company where Mr. Jones was responsible for all commercialization
activities. Prior to that, Mr. Jones was Vice President, Sales and Marketing for Purepac Pharmaceutical Company. Mr. Jones
received his M.B.A. from the University of North Carolina and a B.S. from Cornell University. Age: 52.

Peter A. Clemens has been Senior Vice President, Chief Financial Officer and Secretary since April 2004. Mr. Clemens was our
Vice President, Chief Financial Officer and Secretary from February 1998 to March 2004 and a member of our Board of Directors
from June, 1998 to August, 2004. Mr. Clemens is a Certified Public Accountant and earned a Bachelor of Business Administration
degree from the University of Notre Dame and a Masters of Business Administration from Indiana University. Age 58.

Albert W. Brzeczko, Ph.D., has been Vice President, Technical Affairs since February 2009. From 1999 through January, 2009,
Dr. Brzeczko was Vice President, Global Pharma New Product Development and Pharma Technologies for International Specialty
Products, Inc., a contract services group specializing in the development of technologies for the bioenhancement of poorly soluble
drugs. Prior to 1999, Dr. Brzeczko held various positions of increasing responsibility in pharmaceutical product development with
UPM Pharmaceuticals, Banner Pharmacaps, Mylan Laboratories, and DuPont Merck. Dr. Brzeczko received a Bachelor of Science
degree in biochemistry and a Ph.D. in pharmaceutical sciences from the University of Maryland. Age 54.

Robert A. Seiser has been Vice President, Corporate Controller and Treasurer since April 2004. Mr. Seiser joined us in March
1998 as our Corporate Controller and Treasurer. Mr. Seiser is a Certified Public Accountant and earned a Bachelor of Business
Administration degree from Loyola University of Chicago. Age 47.

James F. Emigh has been Vice President of Marketing and Administration since April 2004. Mr. Emigh joined us in May, 1998,
serving first as our Executive Director of Customer Relations, then as Vice President of Operations, and from December 2002 to
March 2004 as our Vice President of Sales and Marketing. Mr. Emigh holds a Bachelor of Pharmacy degree from Washington State
University and a Masters of Business Administration from George Mason University. Age 55.

The term of office of each person elected as a director will continue until the next annual meeting of shareholders and until such
person’s successor has been elected and qualified. Officers are appointed by the Board of Directors and serve at the discretion of
the Board, although the employment of Andrew D. Reddick, our President and Chief Executive Officer, Robert B. Jones, our
Senior Vice President and Chief Operating Officer, and Peter A. Clemens, our Senior Vice President and Chief Financial Officer
are subject to the provisions of their respective Employment Agreements See “Compensation of Executive Officers and
Directors — Employment Agreements.”

Agreements Governing Appointment of Directors

See “Election of Directors” above, for a discussion of the Voting Agreement that entitles GCE Holdings LLC to designate up to
three (3) directors.
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COMPENSATION OF EXECUTIVE OFFICERS AND DIRECTORS
Compensation Discussion and Analysis

Our executive compensation program consists of (i) an annual salary and bonus compensation and (ii) equity incentives
represented by the issuance of stock options. Through 2009 our compensation program also consisted of restricted stock units
“RSUs”). The salary, bonuses, and equity incentives serve to link executive pay to corporate performance.
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Policies for Allocating Between Various Forms of Compensation

For a number of years prior to 2007, because we had insufficient cash reserves, our ability to pay cash bonuses and increase
salaries was limited. As a result, we did not grant cash bonuses or increase salaries to our principal executives in the three years
ended December 31, 2006. Instead we sought to incentivize our senior management with equity compensation in the form of stock
options and RSUs.

In 2004 and 2005 we issued stock options to our employees with an exercise price at a discount to the then current trading price
for our common stock. Because our stock price is based on relatively low trading volume and a small public float, it can fluctuate
widely at times. As a result, we determined that the issuance of RSUs presented a number of advantages. First, it allowed us to
reduce the dilutive effect of this equity-based compensation, as there are fewer shares underlying a restricted stock award than an
equivalent value issued in a stock option award. Second, the vesting schedule of the RSUs was structured to minimize the potential
excise tax under Section 280G of the Internal Revenue Code upon a change of control. Third, historically it was difficult to set an
exercise price for options that accurately reflects the value of the Company due to the low trading volume and small public float for
our common stock.

As a result, in 2005 we established a restricted stock unit plan (the “2005 RSU Plan”) and issued RSUs aggregating 2,750,000
shares to employees. In addition, RSUs with respect to 100,000 shares were issued to each of our two independent directors in
2006. In each case, the number of RSUs we issued was influenced by the closing price of the stock underlying the RSUs on the date
of grant. As a result of an amendment to our RSU Plan approved by our Board in March 2008, and ratified by our shareholders in
April 2008, we increased the number of RSUs available for issuance under the 2005 RSU Plan from 3.0 million to 3.5 million.
After giving effect to RSU awards since the adoption of the 2005 RSU Plan, as of February 1, 2011, 184,000 shares remain
available for RSU grants under such plan. We do not intend to issue additional RSUs unless and until we amend the 2005 RSU Plan
to allow for new distribution dates with respect to newly issued RSUs.

Following the completion of our Unit Offering in August 2007 and the consummation of the King Agreement in December
2007, our cash position improved and we were able to increase salaries and grant bonuses to our employees as discussed below
under the caption “Salary and Bonus”. In addition to periodic awards of equity-based compensation (see “Stock Options” below),
our objective is to award merit based cash bonuses and salary increases on an annual basis going forward. The amounts and timing
of any such awards will be subject to available cash reserves and the satisfaction of employee performance objectives established
by our Chief Executive Officer and the Compensation Committee. Our equity-based compensation going forward is targeted to
allow senior management as a group to own between 5% and 10% of our outstanding common stock, so as to align their interests
with shareholders’ interests.

In 2007, no stock options or RSU awards were made to senior management. In view of our improved cash reserves following
the closing of the King Agreement, and recognizing that no salary increases or bonuses had been awarded to senior management
over the prior four years, the Compensation Committee and the Board determined that salary increases and bonuses for each
executive officer was appropriate. As part of its analysis the Compensation Committee and the Board considered the stock option
and RSU awards previously made to the exec