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Item 2.02. Results of Operations and Financial Condition.

On July 26, 2011, Questcor Pharmaceuticals, Inc. (the “Company”) announced via press release its results for the quarter ended June 30, 2011. A copy of the Company’s press release is
attached hereto as Exhibit 99.1.

Also on July 26, 2011, the Company held a conference call with analysts and investors, the transcript and presentation slides of which are filed as Exhibit 99.2 and Exhibit 99.3,
respectively, both of which are incorporated herein by reference.

In accordance with General Instruction B.2. of Form 8-K, the information in Item 2.02 of this Current Report on Form 8-K, including Exhibit 99.1, Exhibit 99.2 and Exhibit 99.3, shall not
be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liability of that section, nor shall it be deemed
incorporated by reference in any filing under the Securities Act of 1933, as amended, or the Exchange Act, except as expressly set forth by specific reference in such a filing.

Item 9.01. Financial Statements and Exhibits.
 

 (d) Exhibits.
 

Exhibit No.   Description

99.1   Press Release dated July 26, 2011.

99.2   Transcript of Conference Call held on July 26, 2011.

99.3   Presentation Slides used during Conference Call held on July 26, 2011.
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Exhibit 99.1

Questcor Reports Record Second Quarter Net Sales

-751 Paid Acthar Prescriptions for MS, up 147% from Year Ago Period and up 48%
from Q1 2011-

-45 Paid Nephrotic Syndrome Prescriptions, Significant NS Sales Force Expansion
Underway-

-Record Net Sales of $46.0 Million up 62% from Prior Year Period-

-Record GAAP Net Income per Diluted Share $0.21, up 50% from Prior Year Period-
-Non-GAAP Net Income per Diluted Share $0.23-

-Systemic Lupus Erythematosus (SLE) Announced as Next Acthar Vertical Market-
-Acthar Currently Approved for Use to Treat an Exacerbation and as Maintenance

Therapy in SLE-

-Conference Call Today at 4:30 p.m. ET-

ANAHEIM, CA – July 26, 2011 — Questcor Pharmaceuticals, Inc. (NASDAQ: QCOR) today reported record net sales for its second quarter ended June 30, 2011 of $46.0 million, up 62%
compared to $28.3 million for the year ago quarter. Net income for the quarter rose 49% from the same period one year ago to $13.9 million, or $0.21 per diluted share.

A 147% year-over-year increase in the number of paid H.P. Acthar  Gel (Acthar) prescriptions for the treatment of multiple sclerosis (MS) exacerbations led to increased shipments of Acthar
vials. Paid Acthar prescriptions for the treatment of nephrotic syndrome (NS) also increased sharply in the quarter. In addition, paid Acthar prescriptions for the treatment of infantile spasms (IS)
were at the highest quarterly level since the third quarter of 2008.

“Clearly, Questcor had a terrific quarter,” said Don M. Bailey, President and CEO of Questcor. “Our focus on expanding the use of Acthar in the treatment of MS exacerbations drove our record
second quarter financial performance. Importantly, in spite of the rapid expansion in the use of Acthar for MS exacerbations, we believe that the prescriber base can continue to grow.
Accordingly, growing MS sales remains our number one priority. Also, following our early success in nephrotic syndrome, we are immediately and substantially expanding our nephrology selling
effort.”

“To generate data in support of the expanded nephrology selling effort, we recently initiated a company-sponsored Phase IV trial to study Acthar in the treatment of NS associated with idiopathic
membranous nephropathy,” continued Mr. Bailey. “And, today, we are announcing our fourth on-label target market for Acthar, systemic lupus
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erythematosus. We believe that this market has many of the same characteristics as our other three vertical markets for Acthar—MS, NS and IS.”

“In the second quarter, our Specialty Sales Force of 77 representatives continued to achieve increased acceptance of Acthar among neurologists as a second-line therapy for MS exacerbations,
resulting in a significant increase in Acthar prescriptions,” commented Steve Cartt, Executive Vice President and Chief Business Officer. “Furthermore, in March 2011, our separate five-person
Nephrology Sales Force began promoting Acthar to nephrologists. Based on the encouraging growth in Acthar prescribing by nephrologists in the second quarter, we are immediately expanding
this sales team from 5 to 28 representatives. All sales managers in this expanded Nephrology Sales Force have been hired, and the filling of new sales positions is underway. We expect the entire
Nephrology Sales Force to be trained and actively promoting Acthar to nephrologists by the end of the third quarter of 2011.”

“Importantly, the primary focus for the 77 representatives in our Specialty Sales Force will continue to be MS. However, since Acthar is already considered by most child neurologists to be the
treatment of choice for IS, we now feel comfortable significantly reducing the number of sales calls to child neurologists. This reduction will make time available for our Specialty Sales Force to
also call on some nephrologists. Through the planned sales call activity of our two sales forces, we expect the total number of target nephrologists that we call on to increase from less than 400
currently to over 3,000 by the end of the third quarter,” concluded Mr. Cartt.

Systemic Lupus Erythematosus (SLE)

Questcor announced today that the Company has identified systemic lupus erythematosus (SLE) as the fourth on-label disease state that it believes has strong therapeutic and commercial
potential. Questcor’s effort to conduct an in-depth exploration of the use of Acthar to treat SLE is underway. Acthar currently has three FDA-approved, on-label indications associated with SLE:
 

 •  First, as with MS, Acthar is indicated for use during exacerbations associated with SLE;
 

 •  Second, unlike in MS, Acthar is also approved as a maintenance therapy in SLE; and
 

 •  Third, Acthar has a kidney related indication for lupus—specifically, for the remission of proteinuria in nephrotic syndrome associated with lupus erythematosus.

Lupus is a chronic autoimmune disease, in which the immune system attacks the body’s own cells and tissue. This can result in swollen, painful joints, skin rash, extreme
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fatigue, unexplained fever, kidney damage, central nervous system effects and other symptoms. Lupus can lead to arthritis, kidney damage, heart and lung inflammation, central nervous system
abnormalities, inflammation of the blood vessels and blood disorders. The course of the disease is unpredictable and, not unlike MS, is often referred to as having a relapsing-remitting character,
with periods of disease exacerbation alternating with periods of disease remission.

Unfortunately, SLE treatment options are limited. Oral steroids, often used chronically and at high doses, are the most commonly employed therapeutic approach. The Lupus Foundation of
America estimates that 1.5 million Americans have lupus, with SLE accounting for approximately 70% of all cases. Questcor is in the process of estimating the subset of this total patient
population likely to be appropriate for possible Acthar use.

Importantly, the Company selected SLE as the next target therapeutic and commercial market for Acthar because of the high unmet need for additional treatments in this disease, the serious and
difficult-to-treat nature of SLE, the existence of multiple on-label SLE-related Acthar indications, and the relatively large SLE patient population. In addition, there appear to be distinct parallels
between the autoimmune disease processes involved with SLE and the emerging understanding of the multiple mechanisms of action associated with Acthar.

Non-GAAP and GAAP Net Income

Non-GAAP net income for the quarter ended June 30, 2011 was $15.2 million, or $0.23 per diluted common share. Non-GAAP net income for the year ago quarter was $9.9 million, or $0.15 per
diluted common share.

On a GAAP basis, net income for the second quarter of 2011 was $13.9 million or $0.21 per diluted common share, including non-cash expenses totaling $1.3 million, or $0.02 per diluted share.
Net income for the second quarter of 2010 was $9.3 million, or $0.14 per diluted common share.

The Company believes it is important to share these non-GAAP financial measures with shareholders as they may better represent the ongoing economics of the business and reflect how we
manage the business. Accordingly, management believes investors’ understanding of the Company’s financial performance is enhanced as a result of our disclosing these non-GAAP financial
measures. Non-GAAP net income should not be viewed in isolation, or as a substitute for, or as superior to, reported GAAP net income. The reconciliation between GAAP and Non-GAAP net
income is provided with the financial tables included with this release.
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Prescription Trend Information for MS, IS and NS

During the second quarter of 2011, Questcor shipped 2,430 vials of Acthar, up 45% compared to 1,680 vials in the year ago quarter, and up 21% compared to 2,010 vials in the first quarter of
2011. The Company’s quarterly vial shipments continue to be subject to significant variation due to the size and timing of individual orders from Questcor’s distributor, and the timing of these
orders can significantly affect net sales and net income in any particular quarter. For this reason, as well as other factors causing quarter-to-quarter variability in Questcor’s operating results, the
Company believes that investors should consider the Company’s results over several quarters when analyzing the Company’s performance.

Because Acthar prescriptions are filled at specialty pharmacies, the Company does not receive complete information regarding either the number of prescriptions or the number of vials by
therapeutic area for all of the patients being treated with Acthar. However, Questcor is able to monitor trends in payer mix and areas of therapeutic use for new Acthar prescriptions based on data
it receives from its reimbursement support center. Questcor estimates that over 90% of new Acthar prescriptions are processed by this support center, but believes that very few refill prescriptions
are processed there.

In an effort to help investors better understand historical trends in sales of Acthar for each of its current three key therapeutic uses, acute exacerbations of MS, NS, and IS, Questcor has grouped
new prescriptions processed by its reimbursement center into two groups — “Paid” and “Fully Rebated.” “Paid” prescriptions include those prescriptions for which Questcor retains the full
selling price for Acthar, as well as Tricare prescriptions that receive a 24% rebate. “Fully Rebated” prescriptions are those for which Questcor can identify that it has recorded a rebate liability
approximately equal to or, for periods prior to the second quarter of 2010, greater than the price charged to its distributor. From time to time during the past two years, the rebate liability for some
government insurance programs has shifted between these two categories. Therefore, the prescriptions that fall into the “Paid” and “Fully Rebated” categories have also shifted over time as
follows:

“Paid” prescriptions (Rxs) include all prescriptions in the following payer categories:
 

 •  Commercial—For all time periods.
 

 •  Tricare—For 2008, 2010 and 2011, but not 2009.
 

 •  Medicaid Managed Care—For all time periods through March 22, 2010 (see Note 1 below the tables).

“Fully Rebated” prescriptions (Rxs) include:
 

 •  Those reimbursed by fee-for-service Medicaid insurance and other state programs eligible for full rebates as Medicaid Waivers Programs for all time periods.
 

 •  Tricare—For 2009.
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 •  Medicaid Managed Care—For all time periods beginning March 23, 2010 (see Note 1 below the tables).

The following tables show, for each of the three key Acthar therapeutic uses, the number of new prescriptions shipped grouped into “Paid” and “Fully Rebated”:

Multiple Sclerosis (and related conditions) New Rxs
 

   Paid    
Year-Over-Year

Growth in Paid Rx  

Sequential
Growth in
Paid Rx   

Fully
Rebated   Total  

2008         
Q1-08    24       5     29  
Q2-08    35      46%   1     36  
Q3-08    51      46%   5     56  
Q4-08    69      35%   4     73  

Total 2008    179       15     194  
2009         

Q1-09    78     225%   13%   8     86  
Q2-09    124     254%   59%   17     141  
Q3-09    141     176%   14%   20     161  
Q4-09    213     209%   51%   15     228  
Total 2009    556     211%    60     616  

2010         
Q1-10    231     196%   8%   12     243  
Q2-10    304     145%   32%   24     328  
Q3-10    323     129%   6%   19     342  
Q4-10    354     66%   10%   24     378  
Total 2010    1,212     118%    79     1,291  

2011         
Q1-11    508     120%   44%   49     557  
Q2-11    751     147%   48%   58     809  

1/1 to 6/30 2011    1,259     135%    107     1,366  

Nephrotic Syndrome (and related conditions) New Rxs
 

   Paid   Fully Rebated   Total 
2010       

Q1-10    11     0     11  
Q2-10    4     1     5  
Q3-10    8     0     8  
Q4-10    7     0     7  
Total 2010    30     1     31  

2011       
Q1-11    18     1     19  
Q2-11    45     4     49  

1/1 to 6/30 2011    63     5     68  
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Infantile Spasms (and related conditions) New Rxs
 

   Paid    Fully Rebated   Total  
2009       

Q1-09    104     75     179  
Q2-09    91     68     159  
Q3-09    60     58     118  
Q4-09    94     45     139  
Total 2009    349     246     595  

2010       
Q1-10    89     48     137  
Q2-10    95     66     161  
Q3-10    92     78     170  
Q4-10    91     68     159  
Total 2010    367     260     627  

2011       
Q1-11    89     71     160  
Q2-11    106     79     185  

1/1 to 6/30 2011    195     150     345  

Notes:

(1) Because the March 2010 health care legislation made Medicaid Managed Care Organization (MCO) prescriptions rebate eligible effective March 23, 2010, a rebate liability for the MCO
prescriptions estimated to be filled on or after March 23, 2010 has been accrued. The Company does not have the ability to accurately identify every Medicaid Managed Care prescription so it is
possible that some prescriptions identified as “Paid” in the tables may subsequently be reclassified as “Fully Rebated.”

(2) “Related Conditions” includes diagnoses that are either alternative descriptions of the medical condition or are closely related to the medical condition which is the focus of the table. For
example, a prescription for “demyelinating disease of the central nervous system” would be included as an MS-related condition for purpose of this table. About 5% of the prescriptions in the
tables are for related conditions.

(3) A new prescription may or may not represent a new patient or a new therapy for the patient receiving the prescription. Questcor uses business rules to determine whether a prescription
should be classified as new for inclusion in this table. From time to time the
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Company may modify these rules which could cause some changes to the historic numbers in the tables above.

(4) Historical trend information is not necessarily indicative of future results. Additionally, paid prescriptions should not be viewed as predictive of Questcor’s net sales due to a variety of factors,
including changes in the number of vials used in connection with each prescription.

Cash and Share Repurchase Program

As of July 15, 2011, Questcor’s cash, cash equivalents and short-term investments totaled $144 million.

The Company did not repurchase any shares during the second quarter. As of June 30, 2011, Questcor had 62.3 million shares of common stock outstanding, with 4.3 million shares remaining
under its common stock repurchase program.

Sales Reserves

Questcor’s sales reserves during the quarter ended June 30, 2011, including the Company’s reserves for Medicaid rebates, represented 23.5% of Gross Sales of $60.1 million.

As required by federal regulations, Questcor provides rebates to state Medicaid programs for Acthar dispensed to Medicaid patients covered under Medicaid rebate-eligible insurance plans. Since
the Company does not receive rebate claims from the various state Medicaid agencies until well after the close of the quarter in which the underlying sales took place, the Company establishes
reserves for expected rebate claims on a quarterly basis. As a result of the adoption of health care reform, for periods after March 23, 2010, the Company has also included in this reserve an
estimate for the liability due to states related to prescriptions of Acthar for patients covered under state Medicaid Managed Care Organizations (Medicaid MCO), which prescriptions were not
previously rebate eligible.

Conference Call Details

The Company will host a conference call and slide presentation via webcast today, July 26, 2011 at 4:30 p.m. ET/ 1:30 p.m. PT, to discuss second quarter 2011 results. Don Bailey, President and
Chief Executive Officer; and other members of the management team will host the call.

To participate in the live call by telephone, please dial 877-941-8609 for domestic participants and 480-629-9818 for international participants. Participants are asked to call the above numbers 5-
10 minutes prior to the starting time. A real-time listen-only
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webcast of the conference call including the presentation slides will be accessible at www.questcor.com, in the “Investor Relations” section under “Events & Presentations.” If listening via
telephone, to view the accompanying presentation slides, navigate to the live webcast as noted above and choose the “No Audio – Slides Only” option to view the slides in conjunction with the
live conference call. Listeners should go to the website at least 15 minutes prior to the live conference call to install any necessary audio software.

An audio replay of the call will be available for 7 days following the call. This replay can be accessed by dialing 800-406-7325 for domestic callers and 303-590-3030 for international callers,
both using passcode 4455547#. An archived webcast will also be available at www.questcor.com.

About Questcor

Questcor Pharmaceuticals, Inc. is a biopharmaceutical company whose primary product helps patients with serious, difficult-to-treat medical conditions. Questcor’s primary product is H.P.
Acthar  Gel (repository corticotropin injection), an injectable drug that is approved by the FDA for the treatment of 19 indications. Of these 19 indications, Questcor currently generates
substantially all of its net sales from three indications: the treatment of acute exacerbations of multiple sclerosis in adults, the treatment of nephrotic syndrome, and the treatment of infantile
spasms in children under two years of age. With respect to nephrotic syndrome, the FDA has approved Acthar to “induce a diuresis or a remission of proteinuria in the nephrotic syndrome
without uremia of the idiopathic type or that due to lupus erythematosus.” Questcor is also exploring the use of Acthar to treat systemic lupus erythematosus, for which Acthar is approved as both
a maintenance therapy and to treat exacerbations. Questcor is also exploring the possibility of developing markets for other on-label indications and the possibility of pursuing FDA approval of
additional indications not currently on the Acthar label where there is high unmet medical need. For more information, please visit www.questcor.com.

Note: Except for the historical information contained herein, this press release contains forward-looking statements that have been made pursuant to the Private Securities Litigation Reform Act
of 1995. These statements relate to future events or our future financial performance. In some cases, you can identify forward-looking statements by terminology such as “believes,” “continue,”
“could,” “estimates,” “expects,” “growth,” “may,” “plans,” “potential,” “should,” “substantial” or “will” or the negative of such terms and other comparable terminology. These statements are
only predictions. Actual events or results may differ materially. Factors that could cause or contribute to such differences include, but are not limited to, the following:
 

 •  Our reliance on Acthar for substantially all of our net sales and profits;
 

 •  Reductions in vials used per prescription resulting from changes in treatment regimens by physicians or patient compliance with physician recommendations;
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 •  The complex nature of our manufacturing process and the potential for supply disruptions or other business disruptions;
 

 •  The lack of patent protection for Acthar; and the possible FDA approval and market introduction of competitive products;
 

 •  Our ability to generate revenue from sales of Acthar to treat on-label indications associated with NS, and our ability to develop other therapeutic uses for Acthar including SLE;
 

 
•  Research and development risks, including risks associated with Questcor’s work in the area of nephrotic syndrome and potential work in the area of SLE, and our reliance on

third-parties to conduct research and development and the ability of research and development to generate successful results;
 

 
•  Regulatory changes or other policy actions by governmental authorities and other third parties in connection with U.S. health care reform or efforts to reduce federal and state

government deficits;
 

 •  Our ability to receive high reimbursement levels from third party payers;
 

 •  An increase in the proportion of our Acthar unit sales comprised of Medicaid-eligible patients and government entities;
 

 
•  Our ability to estimate reserves required for Acthar used by government entities and Medicaid-eligible patients and the impact that unforeseen invoicing of historical Medicaid

prescriptions may have upon our results;
 

 •  Our ability to operate within an industry that is highly regulated at both the Federal and state level;
 

 •  Our ability to effectively manage our growth, including the expansion of our NS selling effort, and our reliance on key personnel;
 

 •  The impact to our business caused by economic conditions;
 

 •  Our ability to protect our proprietary rights;
 

 •  Our ability to maintain effective controls over financial reporting;
 

 •  The risk of product liability lawsuits;
 

 •  Unforeseen business interruptions;
 

 •  Volatility in Questcor’s monthly and quarterly Acthar shipments and end-user demand, as well as volatility in our stock price; and
 

 •  Other risks discussed in Questcor’s annual report on Form 10-K for the year ended December 31, 2010, and other documents filed with the Securities and Exchange Commission.

The risk factors and other information contained in these documents should be considered in evaluating Questcor’s prospects and future financial performance.

Questcor undertakes no obligation to publicly release the result of any revisions to these forward-looking statements, which may be made to reflect events or circumstances after the date of this
release.

For more information, please visit www.questcor.com or www.acthar.com.
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CONTACT INFORMATION:
Questcor Pharmaceuticals, Inc.
Don Bailey
714-786-4210
dbailey@Questcor.com
 
EVC Group   
Investors   Media
Gregory Gin/Doug Sherk   Janine McCargo
646-445-4801/415-568-4887   646-688-0425
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Questcor Pharmaceuticals, Inc.

Consolidated Statements of Income
(In thousands, except per share amounts)

 

   
Three Months Ended

June 30,   
Six Months Ended

June 30,  
   2011   2010   2011   2010  
Revenue      

Net sales   $45,980   $28,316   $82,813   $54,560  
Cost of sales (exclusive of amortization of purchased technology)    2,856    2,000    4,728    3,998  

    
 

   
 

   
 

   
 

Gross profit    43,124    26,316    78,085    50,562  
Operating expenses:      

Selling and marketing    14,746    6,028    25,998    12,678  
General and administrative    3,791    2,943    7,663    5,669  
Research and development    3,891    2,943    6,872    5,690  
Depreciation and amortization    273    130    471    255  
Impairment of goodwill    —      —      299    —    

    
 

   
 

   
 

   
 

Total operating expenses    22,701    12,044    41,303    24,292  
    

 
   

 
   

 
   

 

Income from operations    20,423    14,272    36,782    26,270  
Interest and other income, net    120    119    384    215  

    
 

   
 

   
 

   
 

Income before income taxes    20,543    14,391    37,166    26,485  
Income tax expense    6,669    5,109    12,068    9,351  

    
 

   
 

   
 

   
 

Net income   $13,874   $ 9,282   $25,098   $17,134  
    

 

   

 

   

 

   

 

Net income per share:      
Basic   $ 0.22   $ 0.15   $ 0.40   $ 0.28  

    

 

   

 

   

 

   

 

Diluted   $ 0.21   $ 0.14   $ 0.38   $ 0.27  
    

 

   

 

   

 

   

 

Shares used in computing net income per share:      
Basic    62,034    62,022    62,126    61,957  

    

 

   

 

   

 

   

 

Diluted    65,464    64,543    65,483    64,057  
    

 

   

 

   

 

   

 

Reconciliation of Non-GAAP Adjusted Financial Disclosure      
Adjusted net income applicable to common shareholders   $15,216   $ 9,933   $27,999   $18,533  
Share-based compensation expense    (1,158)   (567)   (2,381)   (1,234) 
Depreciation and amortization expense    (184)   (84)   (318)   (165) 
Impairment of goodwill    —      —      (202)   —    

    
 

   
 

   
 

   
 

Net income applicable to common shareholders – GAAP   $13,874   $ 9,282   $25,098   $17,134  
    

 

   

 

   

 

   

 

Adjusted net income per share applicable to common shareholders – basic   $ 0.25   $ 0.16   $ 0.45   $ 0.30  
Share-based compensation expense    (0.02)   (0.01)   (0.04)   (0.02) 
Depreciation and amortization expense    (0.00)   (0.00)   (0.01)   (0.00) 
Impairment of goodwill    (0.00)   (0.00)   (0.00)   (0.00) 

    
 

   
 

   
 

   
 

Net income per share applicable to common shareholders – basic   $ 0.22   $ 0.15   $ 0.40   $ 0.28  
    

 

   

 

   

 

   

 

Adjusted net income per share applicable to common shareholders – diluted   $ 0.23   $ 0.15   $ 0.43   $ 0.29  
Share-based compensation expense    (0.02)   (0.01)   (0.04)   (0.02) 
Depreciation and amortization expense    (0.00)   (0.00)   (0.00)   (0.00) 
Impairment of goodwill    (0.00)   (0.00)   (0.00)   (0.00) 

    
 

   
 

   
 

   
 

Net income per share applicable to common shareholders – diluted   $ 0.21   $ 0.14   $ 0.38   $ 0.27  
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Net income per share applicable to common shareholders – basic and diluted may not foot due to rounding.

Use of Non-GAAP Financial Measures

Our “non-GAAP adjusted net income” excludes the following items from GAAP net income:
 

 1. Share-based compensation expense.
 

 2. Depreciation and amortization expense
 

 3. Impairment of goodwill related to the write-off of goodwill associated with an acquisition transaction completed in 1999.
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Questcor Pharmaceuticals, Inc.

Consolidated Balance Sheets
(In thousands, except share amounts)

 

   
June 30,

2011    
December 31,

2010  
ASSETS     

Current assets:     
Cash and cash equivalents   $ 65,277    $ 41,508  
Short-term investments    63,849     73,324  

    
 

    
 

Total cash, cash equivalents and short-term investments    129,126     114,832  
Accounts receivable, net of allowances of $22 and $25 at June 30, 2011 and December 31, 2010, respectively    23,714     11,128  
Inventories, net of allowances of $160 and $158 at June 30, 2011 and December 31, 2010, respectively    3,998     3,726  
Prepaid income taxes    4,532     3,532  
Prepaid expenses and other current assets    1,492     1,864  
Deferred tax assets    8,237     8,417  

    
 

    
 

Total current assets    171,099     143,499  
Property and equipment, net    1,930     872  
Purchased technology, net    2,927     3,074  
Goodwill    —       299  
Deposits and other assets    59     65  
Deferred tax assets    4,184     4,184  

    
 

    
 

Total assets   $180,199    $ 151,993  
    

 

    

 

LIABILITIES AND SHAREHOLDERS’ EQUITY     
Current liabilities:     

Accounts payable   $ 2,780    $ 3,869  
Accrued compensation    5,270     4,158  
Sales-related reserves    27,066     21,511  
Other accrued liabilities    1,586     1,973  

    
 

    
 

Total current liabilities    36,702     31,511  
Lease termination, deferred rent and other non-current liabilities    192     355  

    
 

    
 

Total liabilities    36,894     31,866  
    

 
    

 

Shareholders’ equity:     
Preferred stock, no par value, 7,500,000 shares authorized; none outstanding    —       —    
Common stock, no par value, 105,000,000 shares authorized, 62,317,624 and 62,418,464 shares issued and outstanding at June 30, 2011 and

December 31, 2010, respectively    72,887     74,809  
Retained earnings    70,393     45,295  
Accumulated other comprehensive income    25     23  

    
 

    
 

Total shareholders’ equity    143,305     120,127  
    

 
    

 

Total liabilities and shareholders’ equity   $180,199    $ 151,993  
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Questcor Pharmaceuticals, Inc.

Consolidated Statements of Cash Flows
(In thousands)

 

   
Six Months Ended

June 30,  
   2011   2010  
OPERATING ACTIVITIES    
Net income   $ 25,098   $ 17,134  
Adjustments to reconcile net income to net cash provided by operating activities:    

Share-based compensation expense    3,528    1,908  
Deferred income taxes    180    41  
Amortization of investments    376    329  
Depreciation and amortization    471    255  
Impairment of goodwill    299    —    
Loss on disposal of property and equipment    11    —    
Changes in operating assets and liabilities:    

Accounts receivable    (12,586)   2,904  
Inventories    (272)   70  
Prepaid income taxes    (1,000)   —    
Prepaid expenses and other current assets    372    (4) 
Accounts payable    (1,089)   (9,448) 
Accrued compensation    1,112    665  
Sales-related reserves    5,555    2,237  
Income taxes payable    —      590  
Other accrued liabilities    (387)   (265) 
Other non-current liabilities    (163)   (171) 

    
 

   
 

Net cash flows provided by operating activities    21,505    16,245  
    

 
   

 

INVESTING ACTIVITIES    
Purchase of property and equipment    (1,393)   (208) 
Purchase of short-term investments    (53,859)   (54,065) 
Proceeds from maturities of short-term investments    62,960    14,880  
Deposits and other assets    6    —    

    
 

   
 

Net cash flows provided by / (used in) investing activities    7,714    (39,393) 
    

 
   

 

FINANCING ACTIVITIES    
Income tax benefit realized from share-based compensation plans    3,735    320 
Issuance of common stock, net    2,268    823  
Repurchase of common stock    (11,453)   —    

    
 

   
 

Net cash flows (used in) / provided by financing activities    (5,450)   1,143  
    

 
   

 

Increase (decrease) in cash and cash equivalents    23,769    (22,005) 
Cash and cash equivalents at beginning of period    41,508    45,829  

    
 

   
 

Cash and cash equivalents at end of period   $ 65,277   $ 23,824  
    

 

   

 

Supplemental Disclosures of Cash Flow Information:    
Cash paid for interest   $ 7   $ 2  

    

 

   

 

Cash paid for income taxes   $ 3,120   $ 8,400  
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Exhibit 99.2

QUESTCOR, # 4455547
Second Quarter 2011 Results Call

July 26, 2011, 4:30 PM ET
Chairperson: Doug Sherk: (Mgmt.)

 

Operator:

  

Good day, ladies and gentlemen. Thank you for standing by. Welcome to the Questcor second quarter conference call. During today’s presentation, all
parties will be in a listen-only mode. Following the presentation, the conference will be open for questions. If you have a question, please press the star,
followed by the one on your touchtone phone. If you’d like to withdraw your question, please press the star, followed by the two and if you’re using
speaker equipment, please lift the handset before making your selection. This conference is being recorded today, July 26, 2011.

  I would now like to turn the conference over to Mr. Doug Sherk. Please go ahead, sir.
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Doug Sherk:

  

Thank you, operator and good afternoon everyone. Thank you for joining us today on the Questcor Pharmaceuticals conference call to discuss the second
quarter 2011 financial results. This afternoon as the market closed Questcor issued its second quarter earnings release which is posted on the company’s
website at www.questcor.com. This call is being broadcast live via webcast with an accompanying slide presentation- a new feature today- an archive of
those also will be available at the Questcor website. To access the webcast, including the presentation slide and the archive, go to Questcor’s website at
www.questcor.com in the Investor Relations section under “Events and Presentations”. If you are listening via telephone to view the accompanying
presentation slide, navigate to the live webcast as noted and choose the No Audio Slides Only option to view the slides in conjunction with the live
conference call. There will be a taped replay of this call which will be available approximately one hour after the call’s conclusion and will remain
available for seven days. The operator will provide the replay instructions at the end of today’s call.

  

Before we get started, I’d like to remind you that during the course of this conference call, the Company will make projections and forward-looking
statements regarding future events. We encourage you to review the Company’s past and future filings with the Securities and Exchange Commission,
including without limitation, the Company’s Forms 10-K and 10-Q, which identify the specific factors that may cause actual results or events to differ
materially from those described in these forward-looking statements. With that let me turn the call over to Don Bailey, President and Chief Executive
Officer of Questcor Pharmaceuticals.

Don Bailey:

  

Thanks, Doug. Good afternoon, everyone. With me today are several other members of our management team. Three of them will be making prepared
remarks. Steve Cartt, our Chief Business Officer, Dr. David Young, our Chief Scientific Officer and Mike Mulroy, our CFO. If you have access to the slides
accompanying our remarks today, please note that the headlines from this afternoon’s news release are highlighted on
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the screen. The headlines demonstrate that Questcor had a terrific quarter. Our straightforward strategy to sell more Acthar is delivering exceptional
growth. 140% year-over-year growth for Acthar in the MS market is leading the parade. At the same time, our nascent nephrotic syndrome selling effort
had a superb full quarter, which effort just started in March of this year. As a result of this success in nephrotic syndrome, or NS, we are immediately and
substantially expanding our nephrology selling effort, without decreasing our resources or focus on MS. By substantially, we mean that the calling effort
will be increased by over seven times once the added sales representatives are hired and trained.

  

The exceptional MS and NS sales growth along with a very good infantile spasms, or IS, sales quarter, naturally led to record Acthar vials shipped, record
sales and record earnings. In addition, today we are announcing the fourth vertical market we aim to develop for Acthar, which is lupus.

  We’ve been steadily growing MS Acthar prescriptions for 14 consecutive quarters. Our key focus for expanding the use of Acthar and the treatment
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of MS exacerbations or relapses drove our year-over-year increase in the number of paid Acthar prescriptions for MS. In the second quarter we had 751
paid MS scripts compared to 304 a year ago.

  

The dramatic growth in MS prescriptions that emerged in March continued throughout the second quarter. If you look at the green line on this chart, you
can see the monthly MS sales levels during the second quarter. The major factor behind the increased prescriptions is the increased productivity of our MS
sales force. The chart on your screen now illustrates the strong correlation between sales calls on neurologists and new prescriptions. The drop in sales calls
during June was due to our holding a national sales meeting to discuss the nephrology expansion with our entire commercial team.

  

We believe Acthar’s MS sales performance is being driven by positive patient outcomes and the increasing productivity of our MS sales force. If you
annualize the second quarter prescription count, you get about 3,000 Acthar MS prescriptions annually. So that’s approximately 751 times four. While we
do not have definitive data on the total number of MS relapse patients for whom steroids are not returning them to an acceptable quality of life, we can
safely say that there appears to be ample room for growth for Acthar in this MS market as there are approximately 200,000 relapses annually in the U.S.
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Turning our efforts to build the use of Acthar to treat NS, we generated a substantial increase in new prescriptions in the second quarter. NS is a kidney
disorder characterized by a high level of protein in the urine. These NS patients, if not successfully treated, are headed for end-stage renal disease and either
dialysis or a kidney transplant. There is a significant unmet need in NS, no standard of care in treatment and the market size looks promising for Questcor.

 

While the prescription numbers are small, this is where we started with MS just three years ago. For NS we only initiated our dedicated commercial effort in
March. The efforts of our five person nephrology dedicated sales team generated 45 new prescriptions in Q2, up from 18 in Q1. Also for comparison, we
only received 31 scripts for NS in all of 2010. It is important to note that each NS script generates more net sales than IS or MS due to the higher number of
vials needed to complete the treatment for nephrotic syndrome.
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Today, we are announcing the launch of our next vertical market for Acthar—lupus—specifically, Systemic Lupus Erythematosus, or SLE, we’ll just call it
lupus. Importantly, Questcor selected SLE as the next target therapeutic and commercial market for Acthar because of the high unmet need for additional
treatments in this disease, the serious and difficult to treat nature of SLE, the existence of three on label SLE related Acthar indications and the sizeable
SLE patient population.

  

Now I will turn the call over to Steve Cartt who will provide some color regarding sales and our choice of Lupus. Then, Mike Mulroy will briefly discuss
our financial performance and Dr. David Young will discuss our expectations for the new phase IV NS trial. Then I’ll provide a few final remarks and we
will open up the call to your questions. Steve?

Steve Cartt:

  

Thanks, Don. For a moment I’d like to draw your attention back to the MS quarterly sales chart we referred to earlier that is now on your screen. Our
specialty sales force of 77 representatives continued to achieve increased acceptance of Acthar among neurologists for the treatment of MS relapses during
the second quarter. During the quarter, we shipped a record 751 paid Acthar prescriptions for the treatment of MS relapses. This was an increase of 147%
over the year ago period and 48% over the previous quarter. We believe this performance is a strong signal that the sales force continues to gain traction in
the MS market at a faster rate than we expected.

  

In addition to rapid growth, our trends in MS are all very good and indicate that we are building momentum in this key Acthar market. In particular, we
appear to have a steadily growing number of both new and repeat prescribers as well as increasingly broad participation from doctors across the country.

  As a reminder, we’re promoting Acthar specifically for those MS relapse patients who don’t experience optimal outcomes from IV steroids, the first
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line treatment for MS relapses. Some patients don’t fully respond to steroids, others experience problematic side effects, and still others have trouble using
IV steroids due to poor veins. For these three types of patients, Acthar can be a valuable treatment alternative.

  

Our promotional efforts remain focused on two main goals. One, convincing an increasing number of prescribers about the benefits of using Acthar with
their patients; and two, helping doctors, nurses and others in their medical practice become more effective at identifying the right patients for Acthar.

  

We expect that our increased Acthar sales call activity, further productivity gains by the sales force and our increasingly effective marketing programs,
which include the initiation of a direct-to-patient marketing effort, will together drive continued MS sales growth through 2011 and into 2012.

  

As Don mentioned, we believe we have addressed only a portion of the available MS market that could benefit from Acthar treatment. One statistic that
clearly demonstrates this is the number of current Acthar prescribers compared to the total number of MS-treating neurologists. The number of Acthar
prescribers in MS has grown steadily but is still only about 500. Given that we are now targeting over 4,000 neurologists for Acthar sales calls, there is
significant opportunity over time to move many more neurologists to the Acthar prescriber camp. As a potentially interesting frame of reference, certain
other MS drugs that have been actively promoted for several years eventually have achieved a level of usage where 5,000 or more doctors are prescribing.
So, based on this and other measures, we believe we still have quite a bit of room to grow Acthar in the MS market.
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Now, I’ll discuss our progress in nephrology while referring to our NS sales chart now on the screen. For a second consecutive quarter, our five person
nephrology sales team generated a record number of Acthar prescriptions in nephrotic syndrome. The 45 scripts in the second quarter compares to 18 in the
first quarter of 2011 and only 7 in the fourth quarter of 2010. Importantly, there were 37 different nephrologists writing those 45 prescriptions. This
compares to only 15 prescribers in the first quarter and seven prescribers in the fourth quarter. So at this very early stage we are seeing a healthy increase in
the number of doctors willing to try Acthar on their first patient or two. And keep in mind that this was from the efforts of only five sales people in their
first full quarter of selling activity. We are hopeful that prescription activity in nephrology will follow the strong sales trends that we’ve seen in the MS
market since 2008.

  

Based on this strong early Acthar prescription activity, we are immediately expanding this sales team from five to 28 nephrology representatives. We have
now appointed a National Sales Director for our Nephrology Sales Force, all four nephrology regional sales managers have been hired, and the filling of
new sales positions is well underway. We expect the entire Nephrology Sales Force to be hired, trained and actively promoting Acthar to nephrologists by
the end of September.

  

The slide now on your screen reviews our total sales organization that will be in place at the end of the third quarter. Importantly, the 77 reps in our
Specialty Sales Force will remain primarily focused on MS, continuing to spend about 80% of their time calling on MS specialists. However, IS is an
entirely different story. Since Acthar is already considered by most child neurologists to be the treatment of choice for IS, we now feel comfortable
significantly reducing the overall number of sales calls to child neurologists. During the first two quarters of this year, we had been periodically calling on
about 800 child neurologists. Starting July 1, however, we began focusing our remaining IS selling efforts on only about
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100 important children’s hospitals around the country where we believe Acthar could potentially play a much bigger role in the treatment of children with
IS. This reduction in time spent on IS sales calls will make time available for our Specialty Sales Force to have a limited but important supportive role in
our nephrology sales effort. By expanding our Nephrology Sales Force from 5 to 28, and giving a limited supportive selling role to our Specialty Sales
Force of 77, we expect the total number of target nephrologists that we call on to sharply increase to over 3,000 by the end of the third quarter from less
than 400 currently. Importantly, the third quarter is being spent hiring and training our new nephrology managers and reps as well as reassigning some
currently called on nephrologists to new sales reps. We are also completing basic nephrology training of our existing specialty sales force so that they can
become productive calling on their small number of assigned nephrologists which is a new physician audience for them. So, much like the fourth quarter of
2010 was a transition quarter for us in MS due to that sales force expansion, the third quarter is expected to be a transition quarter in nephrology for us as
well. We expect that by the end of the third quarter, the number of sales calls in nephrology is going to go up very significantly. And if Acthar is promotion
sensitive in nephrotic syndrome the same way it has been in MS, then sales in nephrology should go up too.

  

One important additional point to make related to MS is the expected flow of vials resulting from a typical nephrotic syndrome prescription. The currently
recommended dosing period is six months, during which time about 10 vials is needed if a full course of treatment is utilized. Overall, the average is
currently about seven vials total per patient. Not all of these vials are shipped to the patient when the initial prescription is filled. In fact, usually only one or
two vials are initially shipped to the patient when the prescription is approved. The rest of the Acthar vials are shipped over the subsequent five or six
months as the patient continues with their course of Acthar treatment. So for the 45 new NS prescriptions during the quarter, only a portion of the vials
were actually shipped during that quarter. We would expect most of the vials from these 45 new prescriptions to actually be shipped in the third quarter and
even into the fourth quarter of this year.

  

Over the course of the year, if we were to ship 45 NS prescriptions per quarter the way we did in the second quarter, we estimate that the total net sales
related to those NS prescriptions once all vials were shipped would be approximately $30 million. Of course, with our dramatically expanded selling effort,
we would expect to exceed that figure.

  

Turning briefly to infantile spasms, during the second quarter, there were a total of 106 commercially paid and shipped prescriptions for Acthar. This
represents the highest quarterly prescription level reached for IS since the third quarter of 2008. This is encouraging, but it is also important to remind
everyone that historically we have seen significant quarter to
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  quarter variability in paid IS prescriptions due to significant quarter to quarter fluctuation in the incidence of this very rare disorder.

  

As we’ve noted on previous calls, we’ve been conducting in-depth assessments of the other 15 approved Acthar indications. We have now identified SLE
as the next possible on-label commercial market for Acthar. We believe that this market has many of the same characteristics, as our other three vertical
markets for Acthar, MS, NS and IS.

  

SLE, commonly referred to simply as lupus, is another difficult-to-treat condition with high unmet medical need, where we believe Acthar has strong
potential to bring therapeutic benefit to patients. Lupus is a chronic, auto-immune, inflammatory disease affecting multiple parts of the body, most
commonly the joints, skin, kidneys, lungs, central nervous system and blood vessels. The course of the disease is unpredictable and like in MS, patients
often experience a relapsing remitting disease pattern. By this I mean that many patients with lupus have periods of time when the disease is in remission
followed by times when the disease flares up again. These flare-ups or exacerbations can be severe, prolonged and very debilitating.

  

Acthar currently has three FDA approved on-label indications associated with lupus. As with MS, Acthar is indicated for use during exacerbations
associated with SLE. Unlike in MS, however, Acthar is also approved as a maintenance therapy in SLE. Further still, Acthar is approved for a third lupus
related indication, for the remission of proteinuria in nephrotic syndrome associated with lupus erythematosus.

  

Currently, lupus treatment options are limited. Oral steroids often used chronically and in high doses are the most commonly employed therapeutic
approach for both lupus exacerbations and maintenance therapy. Our discussions with lupus experts who continue to be in the field of rheumatology
indicate that there is often significant patient resistance to going on high dose steroid therapy due to highly problematic side effects. Based on discussions
with lupus experts, we believe this creates a significant commercial opportunity for Acthar due to its on-label indication.

  

We believe Acthar and lupus represents a substantial market opportunity. The Lupus Foundation of America estimates that 1.5 million Americans have
lupus, with SLE specifically accounting for approximately 70% of all cases. We are in the process of estimating the subset of this total patient population
that is likely to be appropriate for possible Acthar use.

  

So to review, we selected lupus as the next possible therapeutic and commercial target for Acthar, because of the high unmet need for additional treatments
in this disease, the serious and difficult to treat
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nature of lupus, the existence of multiple on-label SLE related Acthar indications, and the relatively large lupus patient population. In addition, there are
distinct parallels between the autoimmune disease processes involved with lupus and our emerging understanding of the multiple mechanisms of action
associated with Acthar. Lupus is an autoimmune disease affecting multiple organs or parts of the body. Acthar, as we have now come to understand, can
address autoimmune and inflammatory disorders in multiple parts of the body, the central nervous system and kidneys for example. So Acthar could
potentially be an ideal drug for a disease like lupus.

  

Our efforts are already underway to conduct an in depth exploration of the use of Acthar to treat lupus. We continue to speak with rheumatology key
opinion leaders to help further assess the opportunity, understand market positioning and determine key factors for commercial success. We are also
speaking with lupus experts about how best to have these doctors gain first hand experience using Acthar in treating some other patients, much like we
have done in nephrotic syndrome. We are receiving encouraging feedback regarding the potential for Acthar from lupus experts that we have been meeting
with and are now exploring the possibility of conducting a clinical study in lupus, which David will comment on in a few minutes. As we gather additional
information, we will continue to refine our strategy for this newly identified Acthar market and look forward to updating you on next quarter’s call.

  

So, let’s summarize. We are very pleased with the robust MS prescription growth during the quarter and expect continued growth during 2011 and into
2012, as a result of the continued sustained sales call activity. Our early prescription trends in nephrology are surprisingly strong, and we are quickly
expanding our sales capability in NS, which will result in a dramatic increase in the number of nephrologists that we could call on by the end of the third
quarter, just about two months away. The IS business remains stable and paid IS prescriptions in the second quarter were the highest level in nearly three
years, and we have now identified lupus as our fourth key market.

  So with that, let me turn the call over to David Young, our Chief Scientific Officer. David?
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David Young:
  

Thank you, Steve. Good afternoon everybody. In parallel with the NS sales effort expansion, we recently initiated the Company’s sponsored Phase IV trial
to study Acthar in the treatment of NS associated with treatment resistant idiopathic membranous nephropathy, which is on label.

  

This is a randomized, double-blind, dose-response study, looking at two different doses of Acthar versus placebo. We are planning for about 84 patients in
35 centers with the end point being the reduction of proteinuria. Our first patient should be screened within the next two or three weeks and we expect to
have some results available by the end of 2012. We expect to generate clinical data from this trial that will further support our nephrology selling efforts.

  

In addition, we are exploring the design of lupus clinical trials with some of the top lupus experts as Steve commented. And we are also now working to
better understand the biological effect of Acthar and the potential role of Acthar in the other on-label indications.

  Now I’ll turn this over to Mike Mulroy, our CFO. Mike?
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Mike Mulroy:
  

Thanks David. For the second quarter of 2011, we shipped 2,430 vials compared to 1,680 vials in the year ago period. Medicaid and other reserves in the
period were in the normal range and our historic period reserve continues to appear to be adequate.

  

Net sales increased 62% from the year ago period to a record $46 million. Gross profit margin in the second quarter was 94%. Operating expenses were
$22.7 million, up $4.1 million from Q1 levels. Operating expenses in the second quarter increased as we expanded marketing programs for MS and began
to incur expenses related to the Phase IV clinical trial in NS. Non-GAAP net income was $15.2 million, or $0.23 per diluted common share. On a GAAP
basis, net income for the quarter rose 50% from the same period one year ago to $13.9 million or $0.21 per share.
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We continue to generate strong free cash flows. As of July 15, Questcor’s cash, cash equivalents and short term investments totaled $144 million. Return on
equity was 41.7% in the second quarter. We did not repurchase any shares in the second quarter, but remain committed to returning cash to shareholders.
And note that we have returned $78.5 million through share repurchases since the beginning of 2008 representing approximately 48% of our operating cash
flow over that period.

  Now I’ll turn the call back to Don.

Don Bailey:
  

Thanks Mike. Our go forward plan is extremely simple and remains to sell more Acthar. That is, grow sales in each of our key markets, MS, NS, and IS,
and then expand our commercial effort into other Acthar on-label markets and try to generate Acthar usage in those markets.

  

In the second quarter, we continued our momentum and had increasing sales levels combined with strong profit margins and substantial free cash flow.
We’re continuing to focus on MS sales. The commercial team is highly motivated, highly incentivized and highly productive. Based on positive nephrotic
syndrome script growth, we are now increasing our focus on nephrotic syndrome sales and are expanding our NS selling efforts. We are applying what we
have learned during our four MS sales force increases, so that for nephrotic syndrome, we can accelerate the commercial team build out. Now, we are
adding a fourth vertical market, lupus. Of course, we still have over a dozen additional on-label indications for Acthar that we are yet to analyze to
determine their commercial potential.

  

In summary, based on our historical success and especially in light of our record second quarter, we remain excited about Questcor’s prospects going
forward. Questcor has grown sales and earnings at a high rate, while
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  at the same time generating a large amount of free cash from operations. We believe that we are in a position to continue this trend.

  Operator, you may now open up the call for questions.

Operator:

  

Thank you sir. Ladies and gentlemen, we’ll now begin the question and answer session. As a reminder, if you have a question, please press the star,
followed by the one on your touchtone phone. If you would like to withdraw your question, please press the star, followed by the two and if you’re using
speaker equipment, you will need to lift the handset before making your selection. Please ask one question and one follow-up, then re-queue for additional
questions.

  Our first question is from the line of Mario Corso with Caris & Company. Please go ahead.

Mario Corso:

  

Yes, thanks for taking my question and congratulations on a terrific quarter. A couple of things I wanted to ask about. In MS, do you have a sense of where
business is a repeat business versus new business in terms of prescriptions in the quarter? And then also in terms of lupus, do you have a sense of timing at
this point in terms of starting a study or potentially getting underway with marketing? And am I accurate in thinking about the commercial potential, would
you say that lupus commercial potential is on par with that of MS on a revenue basis? Thanks very much.

Don Bailey:

  

Okay. So MS, we’re getting very good distribution of MS scripts over doctors. So we have a substantial number of new doctors in the most recent quarter.
The distribution is just what you would hope for and just what you would expect. And that distribution is in each of the categories, so for example, new
prescribers, prescribers who have written 2 to 4, 5 to 7, 7 to 10, in each of those categories, the numbers are growing. So it’s exactly what you would
expect.

  As far as lupus timing, I’m going to let the Steve Cartt answer that question.

Steve Cartt:

  

Sure, Mario, good question. So I think a helpful historical model to look at might be what we’ve done in nephrotic syndrome. It’s been about three years
since we initiated that effort, and now we’re kicking off a pretty substantial commercial selling effort in nephrotic syndrome. We went through the process
of developing a set of key opinion leaders that we were working with, getting them some experience with the drug and then initiating a few small studies.
And we’d like to do the same type of approach with lupus here. We think it makes all the sense in the world. But we would like to compress that timeline.
We learned a lot in that three year period with nephrotic syndrome, and we hope to be able to accelerate that pretty significantly.
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Operator:   Thank you. And our next question is from the line of Tim Chiang with CRT Capital Group. Please go ahead.

Tim Chiang:
  

Hi, thanks. Don, maybe just a follow-up to that comment on lupus, is there anything you can tell us about how many vials it would actually take to treat a
lupus patient? Is it too early to come up with an answer to that? I mean is it similar to nephrotic syndrome, where you are using up to 10 vials?

Don Bailey:

  

That’s an excellent question, and there are a lot of other questions with respect to lupus that we’re just too early to be able to answer. We have introduced
lupus to all of you a little earlier than we introduced nephrotic syndrome. So when we introduced nephrotic syndrome a few years ago, we had some of the
answers to these questions, but we don’t really have those answers yet on lupus. But we felt that it was important to notify the investment community of
this potential because there is such a good looking market here for us.

Tim Chiang:
  

Maybe just a follow-up then, is there any sort of run rate you can give us in terms of how you see SG&A expenses ramping in the second half of the year
with the expansion in the sales force?

Don Bailey:   Yes. So, I’m going to ask Mike Mulroy, our CFO to answer that question.

Mike Mulroy:
  

Yes, thanks, Don. Tim, we see OpEx growing in the second half. I am not going to give specifics, but a rough range of maybe 10% sequential growth
quarter-to-quarter.

Don Bailey:   So that would be 10% in Q3 and another 10% again in Q4. And we were $22 million in the second quarter.

Mike Mulroy:   $22.7 million.

Don Bailey:   So $22.7 million, so $23 million in Q2, so add another $3 million each quarter or so. We are hiring another two dozen plus salespeople.

Operator:   Thank you and our next question is from the line of John Newman with Citadel Securities. Please go ahead.

John Newman:

  

Hi, Don. Thanks a lot for taking the question, guys. I just wondered, Don, if you could give us a sense as to what you’ve seen in terms of the average vial
count for MS players? And then in terms of the sales force expansion that you have planned for nephrotic syndrome, are those going to be 100% dedicated
MS reps, similar to what you already have? Thanks.

Don Bailey:
  

Okay, I’ll answer your first question, John. I will ask Eldon Mayer, our VP of Commercial Ops, to answer the second question. So on the vial count, we
reported that MS vials per script are running in the 1.5 to 1.9 range, roughly speaking. And we didn’t see anything different in this
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quarter. So we think it’s approximately stabilized. What we are noticing is a lot of time that second script or second vial or third vial if they are used are
used quite a time period after the first vial. So they may be as much as nine months later. So some of the large number of scripts in this quarter will show up
with an additional vial later in a subsequent quarter. So Eldon, can you shed a little granularity on the sales force build-out?

Eldon Mayer:   Yes, John. I believe the question was with the 28 reps that we’ll be hiring, are they exclusively dedicated to nephrology? Is that the question?

John Newman:   Yes. Similar to I think the first five that you brought on board, where a lot of them had previous experience in the nephrology field.

Eldon Mayer:

  

Yeah, that’s exactly right, John. They will be 100% dedicated to nephrology. Also, we’ll be looking for a similar profile with extensive experience, but also
the type of individual we know sell Acthar as we learned over the years. I would also say that these five reps were somewhat limited by the size of their
territory. They were spending quite a lot of time traveling around and with the expansion these 20 reps should be much more efficient, because their
territories will of course be much smaller.

John Newman:   Great. Thank you.

Operator:   Thank you and our next question is from the line of Chris Holterhoff with Oppenheimer & Company. Please go ahead.

Chris Holterhoff:   Thanks for taking my question. Just hope you can give us a sense of what portion of our MS sales force is currently achieving their targeted sales quota?

Don Bailey:
  

That’s a good question. And the numbers improved in the quarter and it’s now well over two-thirds. It’s actually over a three quarters of the sales force met
or exceeded goals in the quarter.

Chris Holterhoff:   Okay and that’s up from about under half of your sales force achieving the quota in the first quarter if I remember correctly?

Don Bailey:
  

Yes under half exceeded quota in the first quarter, probably about 60% met or exceeded. So it’s definitely up. That’s a significant improvement and we want
to give a congrats to our sales forces for achieving that.

Chris Holterhoff:
  

Okay, thanks. And then, and as I know, it’s still kind of early in the process, but just wondering if you had any updated thoughts regarding conducting a
speaker series to promote sales kind of similar to what you did for MS?

Don Bailey:   Yes sure. Let me let Steve Cartt answer that question.
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Steve Cartt:

  

Yeah Chris, good question. Yeah, I think that’s something we are definitely very interested in. You know we are earlier in the process than we are in MS, of
course, and we’ve over the last three years developed a pretty sizable and active speaker program in multiple sclerosis. In NS, we have a smaller group of
doctors, very high quality, but a smaller group and we would look to expand that significantly going forward. And then we plan to add doctors to it and
increase the level of speaking activity.

Operator:   Thank you and our next question is from the line of Yale Jen with Maxim Group. Please go ahead.

Yale Jen:   Thanks for taking the questions and congratulations on a very good quarter.

Don Bailey:   Thanks, Yale.

Yale Jen:   Just two quick questions. The first one is, could you give me some breakdown in terms of the revenue among IS, MS, and maybe miscellaneous altogether?

Don Bailey:

  

Sure. So MS is probably now over 60% of our sales. IS remains in the 25% level and the rest is kind of split between NS and other. Though NS is still fairly
low, because as Steve pointed out, most of the vials that are going to be issued and shipped with respect to NS will happen in the future. But we are creating
a backlog of future business.

Yale Jen:
  

Okay, great. And just a quick follow-up in terms of how would you generally position the Acthar in the lupus versus lets say Human Genome Sciences’
recent approved drug, how would you see that at this moment?

Don Bailey:
  

Yes. It’s just too early. It’s an excellent question. It’s just too early, but we would point out that Acthar’s the only drug that’s approved for both maintenance
therapy and treatment of exacerbation other than steroids of course.

Yale Jen:   Okay thanks. I’ll get back to the queue.

Operator:   Thank you and our next question is from the line of Biren Amin with Jefferies & Company. Please go ahead.

Biren Amin:   Yeah. Thanks for taking my questions. Congrats on the quarter, Don. Can you maybe enlighten us on the Acthar script trends for July?

Don Bailey:   Sure. That’s an excellent question. I’m going to let Steve take a crack at that one, but there’s nothing unusual going on in the quarter.

Steve Cartt:
  

Yes. I think that’s right. What we have historically seen is when we’ve had sharp spikes in prescription activity in a particular quarter, that’s generally been
followed by in a more modest growth or even flatness. And
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while we didn’t see that in the second quarter, we somewhat expected to see it after the big spike in Q1. We ended up having two back-to-back quarters of
sharp growth. Now, question is, would we see that sort of a more modest profile in the Q3? We don’t know, it’s possible. But like Don said, there is nothing
unusual. I think what we’re seeing in Q3 is generally consistent with Q2 and there are certainly no surprises.

Biren Amin:

  

Okay. And your comment on the revenue mix where MS is garnering 60% of the business, I’ve been calculating your average vial per prescription and I
believe it’s about 2.3 vials per prescription for this quarter, and it came down sequentially from last quarter, which is 2.7. So I just wanted to figure out what
you would attribute that to?

Don Bailey:

  

More MS sales. I mean I think it’s pretty straightforward. MS is going to have 1.5 to 2 vials per script and IS has 4 or 5. And NS, when the prescription is
first filled, there is just one or two vials that go out. So, if we first had a prescription for NS approved on June 1st, you would expect 8 to 10 vials issued in
June, one in July, one in August, one in you know and so forth, all the way out through the end of the year. So there is this tail or backlog of future business
that’s being built up by these – especially NS scripts, but a little bit with MS. We don’t see that with IS because the vials are all used in a two week period.

Biren Amin:   Okay great. Thanks for taking my question.

Don Bailey:   Sure, Biren.

Operator:   Thank you. Our next question is from the line of Patrick Lin with Primerius Capital. Please go ahead.

Patrick Lin:

  

Hi, guys. I wanted to just follow-up on the sales force discussion here. On the NS going from the staff of 5 to 28, I think the press release said that many of
these sales managers were already hired and then the sales force is underway as far as the hiring. Can you give us sort of background on what the recruiting
process is like? Is it easier, more difficult as far as hiring new people? I mean you guys have now been hiring a lot of people in the last couple of years and
I’m wondering if that’s getting peoples’ attention. Is it – you guys are more high profile now in terms of recruiting?

Don Bailey:

  

Yeah, let me let Eldon answer that. But I will tell you that your question is right on point. The phone is ringing off the hook at this point with sales people. I
think the word has gotten out that this is a good place to be for sales people. We are a sales company, we are commercially focused, and there’s not that
many companies that have that orientation. Eldon?

Eldon Mayer:   Yeah. Patrick, as Don just mentioned, the recruiting and hiring process for our sales managers went very quickly. I mean, first of all our National
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Director of Sales was moved over from a position in the neurology sales force as we previously called it. That happened very quickly and that’s a great fit
for us in the leadership position knowing our systems and our product and having some experience with nephrology. He also led the five person nephrology
effort. Two of the other managers, one was promoted from the net five, and was tagged early on for that potential. The other was transferred over from our
neurology sales force, we thought it was important to have an incumbent who knew our systems, reimbursement in particular. The other two were hired
from different nephrology companies, who have many, many years in sales and sales management. I would say about 20 have extensive experience and
knowledge in nephrology and contacts with key opinion leaders. So the rest of the process has already gone very quickly. We’ve already hired a number of
people, all as I mentioned before with extensive experience in nephrology. We want to get a diverse team, but also people who are right fit for us. So the
word is out and a lot of people view us as an attractive company to join and a good opportunity in nephrology. So we anticipate things will go pretty
quickly.

Patrick Lin:   Great thank you.

Operator:
  

Thank you and ladies and gentlemen, if there are any additional questions, please press the star, followed by the one at this time and if you are using a
speaker phone today you will need to lift the handset before making your selection.

  Our next question is a follow-up from the line of Tim Chiang. Please go ahead.

Tim Chiang:

  

Hi, thanks. Don, I wanted to go back to the lupus indication. Steven, you talked a little bit about how it’s going to be a similar pathway as nephrotic
syndrome. I mean how important will it be to run pilot trials here? And is it – I mean I know you’ve talked about it being too early to sort of segment what
sort of patient you’re looking at, but I would imagine it’s going to be patients that avail steroid treatment, is that right?

Don Bailey:   Well, steroid treatment as the standard of care with lupus so about all I’ve seen on our plan to get some data.

Steve Cartt:

  

Tim, that’s a great question. It’s one that we are sorting through ourselves at the moment. With the multiple indications in lupus, we need to really think and
make sure that we’re doing the right things to really develop this market for Acthar. There is a enormous amount of steroid used in treating lupus patients,
in maintenance in lupus and in flares in lupus as well, which is very different than what we see in MS. So we’re looking at both of those potentials and
there are probably multiple types of studies we can do, which is very different than what we see in MS. We really need to sort through those possible
opportunities and select the ones that are going to have the most commercial potential for us and the
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ones we can actually get done the fastest as well. So we’re sorting through those questions right now. We see a number of avenues we can go down and
we’re just in the process of picking what should be the most effective and efficient.

Tim Chiang:
  

Okay great and I think you had said previously, I think last quarter, that you were going to start a phase two trial and on diabetic nephropathy and I’m just
wondering if that’s still going to happen.

Don Bailey:   That’s a good question and Dr. Young, are you still on the line? Can you give us a little insight there?

David Young:

  

Yes. Well, actually, what’s going on is that as we said before, we’re in discussion with the Food and Drug Administration as well as our key opinion leaders
regarding diabetic nephropathy, and we’re still in the middle of that right now. Hopefully in the next few months or so. we’ll be able to define better what
the FDA wants and what our thought leaders want and then make a decision if we’re going to move forward from that point.

Tim Chiang:   Okay, great. Thanks.

Operator:   Thank you and our next question is a follow-up from the line of John Newman. Please go ahead.

John Newman:

  

All right. Thanks for taking my follow-up question. I just wondered if Don if you could remind us as a percentage of prescriptions, how does MS compare
in terms of the percent that goes through Medicaid versus MS flares and IS? And also I had this kind of a housekeeping question on your balance sheet. It
looks like the accounts receivable is growing a little bit. Just curious as to whether or not there was any stocking at any of the distributors? I know that’s a
little bit hard to track but just thought I would ask. Thanks.

Don Bailey:

  

Okay. I’ll answer the first one and let Mike answer the last one. So the percentage of Medicaid patients in adults is typically around 10%, so that would
apply to both MS and NS. But the percentage of infants that are in Medicaid is much higher. It’s almost half, like 45%. So as our mix of business moves to
a greater portion of adult population diseases, we would expect our sales reserves as a percent of gross sales to come down a little bit. And indeed, year-
over-year, they dropped from 27% to 23%. So Mike, can you answer the question about accounts receivable?

Mike Mulroy:   Yes, just a snapshot issue on the balance sheet for a point in time, a lot of that already flushed through. So, there’s really no story there.

John Newman:   Great. Thank you.
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Don Bailey:
  

So you could see, John, the difference between the cash we put in the balance sheet – or the cash we put in the press release versus the cash that shows up
on the June 30. There was an increment of almost $15 million.

Operator:   Thank you and our next question is a follow-up from Yale Jen. Please go ahead.

Yale Jen:
  

Yes. Thanks for taking my follow-up questions. Just the experience for promoting the IS – I’m sorry, MS versus the NS, is there nuances or new insight you
gained since the last quarter has been doing very well and any of this experience is going to carry forward, what some specifics might be? Thanks.

Don Bailey:
  

Okay. So your question is, we appear to be doing a lot better in MS. So what’s going on there, where are the productivity gains coming from and does that
experience apply over to MS? Is that kind of your question?

Yale Jen:
  

Simply just what is the difference in terms of in your experience so far promoting to the NS versus to the MS at this moment, and what those – I assume
those new insights you gained from MS extended to the new sales force and that would be helping to increase the revenue.

Don Bailey:   Okay. I’ll let Steve answer that. He’s going to compare selling MS to selling NS a little bit.

Steve Cartt:

  

Yeah, Yale, the big thing we’ve learned, and this applies to both MS and NS, it’s not universally the case but in general when we brought in people who
were very experienced in one therapeutic area and they brought the relationships that were already established over to Acthar, it’s really helped with the
acceleration of prescription uptake.

  

So we saw that with the sales force expansion in MS when we brought a whole new group that is very experienced in MS in the fourth quarter. We saw a
nice spike in Q1 and Q2 in prescriptions. So we brought in some very experienced nephrology reps into the group of five, and they brought along quite a
few good contacts, well established understanding of this market, and we saw the results in Q2 of this group of five.

  

So as Eldon mentioned earlier, we’re starting to understand the right kinds of people to bring in that can sell effectively in NS just like we did in MS. And
so we’re targeting experienced nephrology reps, and we’re getting a lot of interest. And so far we’re ramping up that new sales force pretty quickly.

Yale Jen:   Thanks.

Operator:   Thank you and our next question is from the line of Mario Corso. Please go ahead.
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Mario Corso:

  

Thanks for taking my follow-up. Just on the lupus side of things, not that you don’t have enough on your plate, but one thing I was thinking about is, as you
endeavor with rheumatologists on the lupus side, given that rheumatoid arthritis is on the label as well, are you going to look at that peripherally, research
that at all at the same time? And then for initial commercial sales in lupus, should we be thinking the 2013, 2014 kind of timeframe for modeling? Again,
thanks a lot.

Don Bailey:

  

Okay. So the first question, while it’s tempting to try to take a look at rheumatoid arthritis at the same time, that’s not going to be our focus. We’re
concerned if we do that we’ll divert and dilute our progress on lupus. Now, I think if rheumatologist start using Acthar for lupus and have good results,
maybe some of them will – it will be a short trip across the boulevard over to rheumatoid arthritis, so I would say that.

  

As far as when, your guess is as good as ours, frankly, because right now we’re just at the very front edge of this. Certainly, we would hope to have some
sales by the end of next year, but we just don’t have enough visibility. Right now we have a thesis that Acthar should work in lupus but we need to get some
clinical experience to find out what’s really going on there. So it could take some time or it could happen quickly, we just don’t really know.

Operator:   Thank you and that does conclude the question and answer session. I would now like to turn the call back over to management for closing remarks.

Don Bailey:   Thanks everybody for attending. We were excited about the quarter and look forward to speaking with you over the next several months. Bye bye.

Operator:
  

Ladies and gentlemen, that does conclude the Questcore second quarter conference call. If you’d like to listen to a replay of today’s conference, please dial
1-800-406-7325, or 303-590-3030 with the access code of 4455547. ACT would like to thank you for your participation, you may now disconnect.

END
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Safe Harbor Statement
Note: Except for the historical information contained herein, these slides contain forward-looking statements that have
been made pursuant to the Private Securities Litigation Reform Act of 1995. These statements relate to future events or
our future financial performance. In some cases, you can identify forward-looking statements by terminology such as
“believes,” “continue,” “could,” “estimates,” “expects,” “growth,” “may,” “plans,” “potential,” “should,” “substantial” or
“will” or the negative of such terms and other comparable terminology. These statements are only predictions. Actual
events or results may differ materially. Factors that could cause or contribute to such differences include, but are not
limited to, the following: our reliance on Acthar for substantially all of our net sales and profits; the complex nature of our
manufacturing process, our reliance on sole source manufacturers, and the potential for supply disruptions or other
business disruptions; the lack of patent protection for Acthar; and the possible FDA approval and market introduction of
competitive products; our ability to generate revenue from sales of Acthar to treat on-label indications associated with
nephrotic syndrome, and our ability to develop other therapeutic uses for Acthar; research and development risks,
including risks associated with Questcor's preliminary work in the area of nephrotic syndrome and our reliance on third-
parties to conduct research and development and the ability of research and development to generate successful results;
regulatory changes or other policy actions by governmental authorities and other third parties as recently adopted U.S.
health care reform legislation is implemented; our ability to receive high reimbursement levels from third party payers; an
increase in the proportion of our Acthar unit sales comprised of Medicaid-eligible patients and government entities; our
ability to estimate reserves required for Acthar used by government entities and Medicaid-eligible patients  and the impact
that unforeseen invoicing of historical Medicaid sales may have upon our results; our ability to operate within an industry
that is highly regulated at both the Federal and state level; our ability to effectively manage our growth and our reliance on
key personnel; the impact to our business caused by economic conditions; our ability to protect our proprietary rights; our
ability to maintain effective controls over financial reporting; the risk of product liability lawsuits; unforeseen business
interruptions; volatility in Questcor's monthly and quarterly Acthar shipments and end-user demand, as well as volatility in
our stock price; and other risks discussed in Questcor's annual report on Form 10-K for the year ended December 31, 2010,
and other documents filed with the Securities and Exchange Commission.

The risk factors and other information contained in these documents should be considered in evaluating Questcor's
prospects and future financial performance.
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• 751 paid MS scripts
– Up 147% YOY
– Up 48% sequentially

• 45 paid NS scripts
– Much better than expected

• Record financial performance
– 2,430 vials
– $46.0M in net sales
– $0.21 EPS

• Lupus announced as next vertical market
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• Lupus announced as next vertical market

QCOR Had a Record Second Quarter
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MS Sales -Record of Consistent
Growth

New  Paid RxsNew  Paid Rxs

Notes: Historical trend information is not necessarily indicative of future results.  Chart includes "Related Conditions" -diagnoses that are
either alternative descriptions of the condition or are closely related to the medical condition which is the focus of the chart.

7715 30 38

Yellow numbers in the  bars show the number of MS sales
people making calls at the end of the quarter.
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NS Sales –Off to a Good Start

New  Paid RxsNew  Paid Rxs

Notes: Historical trend information is not necessarily indicative of future results.  Chart includes "Related Conditions" -diagnoses that are
either alternative descriptions of the condition or are closely related to the medical condition which is the focus of the chart.

Yellow numbers in the  bars show the number of NS sales
people making calls at the end of the quarter.
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• High unmet need
• Serious Health risk if unsuccessfully treated
• Difficult to treat
• Multiple on-label indications for Acthar

– Exacerbations
– Maintenance therapy
– Lupus nephritis

• Large patient population

• High unmet need
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SystemicLupusErythematosus
(Lupus)
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NS Sales –Off to a Good Start

New  Paid RxsNew  Paid Rxs

Notes: Historical trend information is not necessarily indicative of future results.  Chart includes "Related Conditions" -diagnoses that are
either alternative descriptions of the condition or are closely related to the medical condition which is the focus of the chart.
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Yellow numbers in the  bars show the number of NS sales
people making calls at the end of the quarter.
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• Specialty Sales Force
– Main focus on MS (~80%), 15% on NS, 5% on IS
– 77 representatives, 13 regional managers, one national director

• Nephrology Sales Force
– Focus 100% on Nephrotic syndrome
– 28 representatives, 4 regional managers, one national director

• Combined Forces will be calling on
– >4,000 neurologists
– >3,000 nephrologists
– about 100 key children’s hospitals
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Total Acthar Sales Force
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• Treatment Resistant Idiopathic Membranous
Nephropathy

• Dose response trial
– Randomized, double blinded 3 arm study with 2 different dosage

regimens of Acthar and placebo
– n=84 (approximate), 35 centers (approximate)
– Endpoint is reduction of proteinuria

• Trial milestones
– First patient dosed any day now
– “First look”data available late 2012
– Final reporting mid 2013
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Q2-2011 Financial Results

Net Sales ($M)Net Sales ($M)

Gross MarginGross Margin

Operating Income ($M)Operating Income ($M)

Fully Diluted, GAAP EPSFully Diluted, GAAP EPS

$46.0$46.0
94%94%

$20.4$20.4
$0.21$0.21

$28.3$28.3

93%93%

$14.3$14.3

$0.14$0.14

Q2-2011Q2-2011 Q2-2010Q2-2010

Record Sales (up 62%) and Solid Earnings (EPS up 50%)Record Sales (up 62%) and Solid Earnings (EPS up 50%)

• Second quarter vials shipped: 2,430
• Medicaid reserves continue to appear adequate
• No shares repurchased
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Questcor is Cash Flow Positive

*After return of $78 million of cash to shareholders through
share repurchases.            

Cash / ST InvestmentsCash / ST Investments

Accounts ReceivableAccounts Receivable

$144M*$144M*
$20M$20M

7/15/117/15/11
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Second Quarter Summary
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