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Item 1.01.  Entry into a Material Definitive Agreement.

On October 26, 2011, the registrant and Covance Inc., or Covance, entered into a settlement agreement to dismiss with prejudice
the lawsuit brought in the Circuit Court of Montgomery County, Maryland against Covance regarding its conduct in performing
three clinical trials of lubiprostone of opioid-induced bowel dysfunction in non-cancer pain patients, or Settlement Agreement.
Under the terms of the Settlement Agreement, Covance agreed to pay $10.0 million to the registrant, and to cancel $1.1 million in
payables owed. The parties agreed that the Settlement Agreement was intended solely as a compromise of disputed claims and was
not to be understood as an admission of wrongdoing.

The above description of the material terms of the Settlement Agreement is qualified in its entirety by reference to the text of the
agreement, which will be filed as an exhibit with the Form 10-Q for the quarter ending September 30, 2011.
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