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pressure-testing features (which Corium has been developing at its own expense) in the 
manufacture of the Product under the Replacement MSA. On completing its validation 
procedures, Corium will provide promptly to Actavis all information which is reasonably 
necessary or appropriate to enable Actavis to complete such regulatory filings as may be 
necessary to notify the FDA of the change in manufacturing process. Actavis shall 
promptly make such regulatory filing and take such actions, with Cori um' s assistance, as 
are reasonably necessary to respond to any FDA comments or requests for information 
regarding such filing. In consideration of Corium's providing access to the pressure 
testing technology for use in such manufacture, the amount of $600,000 (the "$600,000 
Credit') shall be credited or not credited, as the case may be, against the Settlement 
Amount in accordance with the following provisions: 

(a) $300,000 of the $600,000 Credit (the "First $300,000") shall be so 
credited thirty (30) days after Corium completes the validation of the pressure testing 
technology; 

(b) The remammg $300,000 of the $600,000 Credit (the "Second 
$300,000") shall be so credited forty ( 40) days after Cori um has provided to Actavis the 
information specified in the opening paragraph of this Section 4, (such 40 day period, the 
"Initial Regulatory Review Periotf'); provided that 

(i) In the event the FDA takes any action ("FDA Action") 
during the Initial Regulatory Review Period which prevents Corium from implementing 
such pressure testing technology on a commercial basis for the Product ("Commercial 
Implementation") immediately after the Initial Regulatory Review Period, then: 

(1) if Corium does not assist or take such actions as 
reasonably requested by Actavis to allow Actavis to resolve the issues raised by the FDA 
in the FDA Action (the "FDA Issues") in order to proceed with Commercial 
Implementation, and the FDA does not ultimately determine that the issues raised have 
been resolved such that the Commercial Implementation can proceed, the Second 
$300,000 shall not be so credited and the credit for the First $300,000 shall be reversed 
effective as of the date the credit was made; or 

(2) if Corium does assist or take such as actions as 
reasonably requested by Actavis to allow Actavis to resolve the FDA Issues in order to 
proceed with Commercial Implementation, then: 

I 

(A) if the FDA Issues are resolved and Corium 
is permitted to proceed with Commercial Implementation, the Second $300,000 shall be 
so credited on the date Commercial Implementation is permitted; or 

(B) if the FDA Issues are not resolved and 
Corium is not permitted to proceed with Commercial Implementation, then, subject to 
Section 4(b )(i)(2)(C), the Second $300,000 shall not be so credited and the credit for the 
First $300,000 shall be reversed effective as of the date the credit was made, and 
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(C) if the FDA Issues are not resolved because 
Actavis does not take appropriate action to respond to the FDA Issues, the Second 
$300,000 shall be credited effective as of the end of the Initial Regulatory Review Period. 

(ii) In the event of FDA Action after the Initial Regulatory 
Review Period but prior to the date which is the second annual anniversary of the end of 
the Initial Regulatory Review Period (the "Second Anniversary Date") which prevents 
Corium from continuing the Commercial Implementation and does not result from a 
failure of Actavis to cooperate or take necessary action, then a portion of the $600,000 
Credit equal to $25,000 for each month ( or a pro-rata portion thereof for partial months 
based on days elapsed in such month) between the date of the subject cessation of the 
Commercial Implementation and the Second Anniversary Date shall be reversed effective 
as of (A) the date of the credit for the First $300,000 with respect to the first $300,000 of 
any such reversal, and (B) the date of the credit for the Second $300,000 with respect to 
all amounts of the reversal in excess of $300,000. 

5. Product Price Adiustments. 

(a) Until the Settlement Amount has been fully satisfied, Corium will 
adjust the pricing otherwise payable for all Product sold to Actavis under the Existing 
MSA on and after November 11, 2008, and under the Replacement MSA by: (i) reducing 
Corium's mark-up on the cost of such Product's active pharmaceutical ingredient 
("API") to two percent (2%); (ii) reducing Corium's mark-up on other costs of such 
Product payable by Actavis to ten percent (10% ); and (iii) waiving any royalty on such 
Product. The pricing methodology for any new product that Corium may develop for 
Actavis as more fully described below will be separately negotiated and agreed upon at 
such time as the Parties determine to proceed with the development program for such 
product, and such price shall not be subject to the provisions of this Section. 

(b) For purposes of determining the value of the price adjustments 
described above, the reduced mark-ups and royalties will, respectively, be compared 
against: (i) the mark-up of fifteen percent (15%) on Corium's fully burdened costs of the 
Product (including but not limited to the cost of API) as set forth in the Existing MSA; 
and (ii) the royalty on Actavis' sales of the Product in the amounts set forth in the 
Existing MSA. The dollar value of the price adjustments, as so calculated, will be 
credited against the Settlement Amount (and any interest thereon) (y) in the case of 
Product sold to Actavis under the Existing MSA, on a retroactive basis effective as of the 
respective dates on which the underlying invoices were issued, plus five (5) days, and (z) 
in the case of Product to be sold to Actavis under the Replacement MSA, as the adjusted 
prices are invoiced by Corium under the Replacement MSA. 

(c) For additional clarity, and by way of example only, if the reduced 
cost mark-up on a given quantity of Product is equal to $7,000 (pursuant to Sections 
5(a)(i) and (ii) above) and the royalties on such Product are waived (pursuant to Section 
5(a)(iii) above), and if the same quantity of Product would have been subject to a cost 
mark-up of $15,000 and a royalty of $6,000 had the pricing and royalty terms of the 
Existing MSA applied, then the value of the price-adjustment credit for that quantity of 
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Product will be calculated as: ($15,000 + $6,000) - $7,000 = $14,000. The foregoing 
example would apply under either the Existing MSA or the Replacement MSA. 

6. Matrix Product Development. 

(a) The Parties will negotiate in good faith, (i) within forty-five (45) 
days after the Effective Date, with respect to undertaking a potential development 
program for the development by Corium of a matrix-based passive Fentanyl transdermal 
patch product (when referred to generically, the "Matrix Product', and when referring to 
the Matrix Product developed by Corium, the "Corium Matrix Product'') that constitutes 
an AB-rated generic equivalent of the Ortho-McNeil product generally known as 
DURAGESIC (the "Matrix Development Program"), which would include a mutually 
agreeable written plan (including commercially reasonable schedule and milestone terms) 
(the "Matrix Plan"), and (ii) within six (6) months following the agreed Matrix Plan, the 
economic terms of an amendment to the Replacement MSA for the manufacture and 
supply of the Corium Matrix Product (the "Replacement MSA MatrixAmendmenf'). 

(b) The agreement(s) between the Parties reflecting the Matrix Plan 
(collectively, the "Matrix Agreement'') shall recognize that Actavis shall have the right 
to collaborate with one or more additional third party developers (collectively, the "Third 
Party Developer") for the development of a Matrix Product. 

( c) The Replacement MSA Matrix Amendment shall provide, among 
other things, that in the event both Corium and the Third Party Developer are successful 
in developing a Matrix Product, Actavis shall purchase from Corium (the "Actavis 
Matrix Product Purchase Obligation"), as applicable, (i) 100% of the Matrix Product 
sold by Actavis in terms of units during such time as the Cori um Matrix Product is sold 
commercially prior to the first commercial sale, if any, of the Matrix Product of the Third 
Party Developer, or (ii) at least 50% of the Matrix Product sold by Actavis, in terms of 
units, during any consecutive 24 month period beginning on or after the date of the first 
commercial sale of the Corium Matrix Product, if the Corium Matrix Product is sold 
commercially for the first time after the first commercial sale of the Matrix Product of a 
Third Party Developer, provided however, the parties recognize that achieving a 50% 
product balance may not be attainable in any given period, and therefore agree that the 
product balance shall be 50%, +/- 5% during any calendar quarter and Actavis will act in 
good faith and use its best efforts to achieve 50%, +/-2% over any 24 month period, and 
to adjust order quantities in subsequent quarters as warranted to achieve the overall 50% 
balance. The Actavis Matrix Product Purchase Obligation (w) is applicable to the extent 
that Corium timely and properly meets the supply forecasts required to meet the 
applicable minimum percentage volume set forth above, (x) shall go into effect no earlier 
than the fourth month after the Corium Matrix Product is first sold, unless the Corium 
Matrix Product is the first Matrix Product approved for manufacture and sale by Actavis, 
in which case, this obligation shall become effective immediately upon FDA approval; 
(y) shall be determined on a quarterly basis, and (z) shall apply to each of the United 
States, and the rest of the world (excluding the United States), separately. In determining 
the compliance of Actavis with the Matrix Product Purchase Obligation, the sales of 
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Matrix Products in North America by other Actavis Entities (as defined in Section 15(b)) 
shall be deemed to be sales of Matrix Product by Actavis. 

(d) Corium shall have no obligation to license its intellectual property 
relating to the Matrix Product to any Third Party Developer. 

(e) The Matrix Agreement also shall include commercially reasonable 
terms and conditions, to be negotiated by the Parties in good faith, to, among other 
things, (i) provide Actavis the right to qualify and thereafter utilize a second source of 
supply of the Corium Matrix Product (the "Second Source") otherwise obligated to be 
supplied by Corium under the Replacement MSA in the event that Corium ceases or fails 
to supply Corium Matrix Products as required by the Replacement MSA, as amended, 
which failure, if it results from a breach of the Replacement MSA, is not cured as 
provided in the Replacement MSA, and (ii) provide Actavis a non-exclusive, royalty-free, 
non-transferable ( except to the extent permitted by Section 17) and perpetual license, 
without the right to sublicense (the "Second Source License") to all then existing, and 
only to the extent applicable to the Corium Matrix Product, know-how, trade secrets, 
patent rights, technology and technical, scientific and clinical information and data solely 
to the extent necessary for the Second Source to manufacture, control the quality of, 
package, and store, and for obtaining required governmental registrations for, Corium 
Matrix Products. The use of the Second Source License shall be solely for the purpose of 
qualifying and thereafter utilizing the Second Source as contemplated by clause (i) 
immediately above, and shall include confidentiality and other restrictions to protect 
Corium trade secrets. 

(f) So long as the Settlement Amount has not been fully satisfied, 
Corium will bear the costs of its own labor in performance of the Matrix Development 
Program, with such costs being determined on the cost basis set forth in Exhibit A to this 
Agreement (the "Labor Cost"). Actavis will reimburse Corium for (or otherwise pay) all 
out-of-pocket expenses (which will include materials and supplies associated with 
production of product for non-clinical and clinical development, costs of non-clinical and 
clinical testing by third parties, costs of other third party services, and other similar 
expenses) incurred in furtherance of the Matrix Development Program, as shall be more 
specifically set forth in the Matrix Plan. The Labor Costs shall be credited against the 
Settlement Amount (and any interest thereon) as such Labor Costs are incurred. The 
Parties currently estimate that the total estimated cost of such Matrix Development 
Program (before clinical testing) will be approximately $4,500,000, of which it is 
estimated that $3,500,000 to $4,000,000 will represent the Labor Cost. Corium shall 
provide Actavis not less frequently than monthly a report detailing the Labor Cost. 

(g) Actavis shall be entitled to discontinue the Matrix Development 
Program at any time upon reasonable written notice to Corium, but discontinuation shall 
not void, diminish, or otherwise affect any credits against the Settlement Amount earned 
pursuant to Section 6(b) above prior to such discontinuation. 

(h) Corium shall, within thirty (30) days of written request not more 
frequently than once every twelve months during the period beginning upon 
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commencement of the Matrix Development Plan and ending one year after its completion 
or discontinuation, provide Actavis' independent certified public accountants (reasonably 
acceptable to Corium) with access, during regular business hours and subject to the 
confidentiality undertakings contained in this Agreement, to Cori um' s books and records 
relating to the Matrix Development Plan solely for purposes of verifying the accuracy of 
any credits claimed under Section 6(b) above. 

(i) Neither party shall be obligated to undertake a Matrix 
Development Program until such time as they have entered into a written agreement with 
respect to such program. If Corium fully satisfies the Settlement Amount (and any 
interest thereon) after agreement upon and commencement of activities under the Matrix . 
Development Program, but before completion or discontinuation thereof, Actavis shall 
pay Corium, on a monthly basis, for any further Labor Costs in the amounts that would 
otherwise have been credited against the Settlement Amount under Section 6(b) above. 

7. Tracking of Settlement Amount; Cash Payment Option. 

(a) On at least a quarterly basis while any portion of the Settlement 
Amount remains unsatisfied, Actavis will provide to Corium a written update showing 
Actavis' calculation of the then-current balance of the unsatisfied Settlement Amount 
(and any inter~st thereon), taking into account all amounts credited under this Agreement 
to date (the "Written Update"). Corium will notify Actavis of any objections Corium 
may have to the amounts reflected in such update within thirty (30) days after receipt. If 
Corium fails to notify Actavis of any such objection within such thirty day period, then 
such Written Update shall be binding on Corium (except as provided below). In the 
event Corium notifies Actavis of any such objection within such thirty day period, the 
Parties will work in good faith to resolve any such objections consistent with the terms of 
this Agreement. 

(b) Except as otherwise agreed by Actavis and Corium in writing from 
time to time: (i) no such Written Update shall be binding on Actavis as a statement of the 
then-current balance of the unsatisfied Settlement Amount with respect to (y) any part of 
the Labor Cost for which Actavis retains an audit right under Section 6( d), and/or (z) any 
other component of credits to the Settlement Amount for which Actavis retains an audit 
right under the Existing MSA, the Replacement MSA, or the Matrix Plan; and (ii) no part 
of any such Written Update shall be binding on either Party to the extent it contains a 
manifest typographical, clerical, or computational error, or to the extent the information 
reflected in such Written Update is found to be inaccurate, incomplete, or otherwise 
erroneous in the course of either Party's exercise of its audit rights under this Agreement, 
any agreement referenced herein, or any other agreement between the Parties. 

(c) The Parties shall confer annually in March of each year, 
commencing in March 2010, for the purpose of agreeing in writing on the balance of the 
unsatisfied Settlement Amount as of the previous December 31, and in the absence of 
such an agreement, to identify those credits, or, if appropriate, the elements or 
components of those credits, to the Settlement Amount which remain subject to audit or 
which are not otherwise agreed by the Parties. The Parties shall endeavor to resolve, or 
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put in place a plan and process to resolve, any dispute or uncertainty regarding such 
credits or elements or components thereof. Any agreement reached in writing in this 
regard shallbe binding on both Parties. No Party shall be in breach of this Agreement for 
failure to reach an agreement under this Section 7(c). 

( d) Cori um may at its option, at any time and without penalty, pay off 
any outstanding balance of the Settlement Amount (and interest thereon), in whole or in 
part, by paying Actavis a corresponding amount in immediately available funds. 

8. Conversion of Remainder Value. 

(a) Upon the first to occur of (i) December 31, 2013, or (ii) the 
election of Actavis given to Corium within thirty (30) days following the occurrence of a 
Triggering Event (as defined in Section 8(c) below), or (iii) immediately prior to a 
Change of Control (as defined in Section 8(c) below), the portion of the Settlement 
Amount (and interest thereon) then remaining unsatisfied, if any (the "Remainder 
Value"), shall be automatically converted (the "Conversion") into that number of shares 
of Conversion Stock (as defined in Section 8(c) below) equal to the quotient, rounded 
down to the nearest whole share, obtained by dividing the Remainder Value by the 
Conversion Price (as defined in Section 8(c) below); provided that such automatic 
conversion on December 31, 2013 is subject to Section 8(b). The date that an Election 
Notice (as defined below) is given to Corium, or, if no Election Notice is given, then 
December 31, 2013, is referred to herein as the "Conversion Date"), Any election by 
Actavis under the first sentence of this subsection must be made by written notice to 
Corium (an "Election Notice") and must be received by Corium (y) no later than thirty 
(30) days following the applicable Triggering Event with respect to an election made 
pursuant to clause (ii) of the preceding sentence or (z) prior to the consummation of the 
Change of Control with respect to an election made pursuant to clause (iii) of the 
preceding sentence. Upon conversion of the Remainder Value to Conversion Stock as set 
forth above, the Settlement Amount shall be deemed fully paid and satisfied for all 
purposes of this Agreement. If Corium affects a Change of Control at any time before 
the satisfaction of the entire Settlement Amount, Corium shall give Actavis, subject to 
reasonable confidentiality assurances from Actavis, thirty (30) days advance notice of the 
anticipated closing of such Change of Control transaction. A determination by Actavis 
not to elect its option upon the occurrence of any Triggering Event or Change of Control 
shall not constitute a waiver or other bar of Acta vis' right to make such election upon the 
occurrence of any subsequent Triggering Event or Change of Control. Until such time as 
the Conversion occurs or the Settlement Amount is otherwise fully satisfied, Corium 
shall provide Actavis (I) quarterly financial statements for Corium and its affiliates on a 
consolidated basis within thirty (30) days of such statements becoming available to 
Corium, (II) annual financial statements of Corium and its affiliates on a consolidated 
basis within thirty (30) days of such statements becoming available to Corium, which 
annual statements shall be audited if Corium otherwise obtains audited financial 
statements, provided that Corium may redact footnotes and auditors' notes (collectively, 
"Notes") to exclude references to or descriptions of any persons, products or transactions 
otherwise identified in such Notes that Corium reasonably determines could compromise 
competitively sensitive information if disclosed to Actavis, and (Ill) at the time of any 
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Change of Control or Triggering Event, such additional financial information and 
background and diligence type information as Actavis shall reasonably request and which 
Corium is able to provide without violating its obligations of confidentiality to any third 
party, in regard to any such Change of Control or Triggering Event, all of which 
information shall be provided promptly following such request so as to permit a 
reasonable timeframe within which Actavis can evaluate the exercise of its election rights 
hereunder; and provided further that Corium may condition the delivery of any such 
statements or information upon Actavis agreeing to reasonable and customary terms of 
confidentiality. 

(b) Notwithstanding Section 8(a) or any other prov1s1on of this 
Agreement, if as of December 31, 2013, the Settlement Amount has not been fully 
credited as a result of Corium's failure to supply to Actavis Product ordered by Actavis 
under the Replacement MSA, due to a material, uncured breach by Corium of its supply 
obligations under the Replacement MSA, then, Actavis . shall have the right to elect by 
written n9tice given to Corium not later than December 31, 2013, to (i) consummate the 
otherwise automatic Conversion on December 31, 2013, or alternatively, (ii) declare the 
entire remaining balance of the Settlement Amount (including accrued interest) due and 
payable, in which event Corium shall pay such amount to Actavis in cash not later than 
thirty (30) days following Corium's receipt of Actavis' written notice or January 31, 2014 
whichever is later. 

(c) The following definitions shall apply for purposes of this 
Section 8: 

"Change of Controf' means any of the following: (i) the sale or 
other transfer (including by an irrevocable, exclusive, worldwide license having a 
duration of the life of the patents included in such license) of all or substantially all of the 
assets of Corium; (ii) a sale or exchange of capital stock by the stockholders of Corium in 
one transaction or series of related transactions where more than 50% of the outstanding 
voting power of Corium is acquired by a person or entity or group of related persons or 
entities; and (iii) a merger or consolidation pursuant to which the holders of a majority of 
the voting securities of Cori um ( determined on a fully diluted basis) prior to the date of 
such event do not control a majority of the voting securities of the resulting company 
( determined on a fully diluted basis); provided however that a Change of Control shall 
not be deemed to occur in the event that Essex Woodlands Healthcare Ventures or its 
affiliated venture funds acquires ownership of more than 50% of the voting securities of 
Corium. 

"Conversion Price" means an amount equal to the lowest per share 
selling price of Conversion Stock sold by Corium in the Most Recent Financing (as 
defined below). The Conversion Price is subject to adjustment as provided in Section 
8(d) below. 

"Conversion Stock" means the class or series of Corium's capital 
stock that is sold by Corium in the Most Recent Financing (as defined below). The 
number and character of shares of Conversion Stock are subject to adjustment as 
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provided in Section 8( d) below and the term "Conversion Stock" shall include the stock 
and other securities and property that are, on the Conversion Date, receivable or issuable 
upon conversion of the Remainder Value in accordance with Section 8(a) above. 

"Most Recent Financing" means Corium's last sale preceding the 
Conversion Date of its capital stock (but not issuances only of options or warrants to 
acquire such capital stock) in one transaction or series of related transactions undertaken 
by Corium primarily for capital raising purposes; and in either case having been arm's 
length sales conducted in good faith. 

"Triggering Evenf' means any of the following: (i) any action by 
the U.S. FDA or other applicable regulatory authority that materially impairs Corium's 
ability to earn any credits against the Settlement Amount contemplated under this 
Agreement; (ii) Cori um' s failure for any reason to have paid or otherwise satisfied at 
least 60% of the 2009 Targeted Credit Amount (as set forth in Exhibit B); and (iii) 
Corium's failure for any reason to have paid or otherwise satisfied at least 80% of the 
2010 Targeted Credit Amount (as set forth on Exhibit B). The Parties acknowledge that 
the Targeted Credit Amounts shown in Exhibit B include agreed upon estimated credits 
related to the Matrix Development Program. To the extent that this program is never 
initiated or is discontinued by Actavis for any reason, or the actual costs of such program 
are less than the amounts estimated, the Targeted Credit Amounts will be decreased by 
the estimated amounts ( or the difference between the estimated amounts and the actual 
amounts) related to the Matrix Development Program for purposes of the conversion 
provisions outlined in this Section 8 ( c ). 

( d) The number and character of shares of Conversion Stock and, to 
the extent set forth in this Section 8(c), the Conversion Price, are each subject to 
adjustment upon each occurrence of an adjustment event described in paragraphs (i) and 
(ii) below of this Section 8( d) occurring between the date of the Most Recent Financing 
and the Conversion Date: 

(i) The Conversion Price and the number of shares of 
Conversion Stock shall each be proportionally adjusted to reflect any stock dividend, 
stock split, reverse stock split, or other similar event affecting the number of outstanding 
shares of Conversion Stock without the payment of consideration to Cori um therefor. 

(ii) In any case not otherwise covered in paragraph (i) of this 
Section 8( d) where (y) all the outstanding Conversion Stock is converted, pursuant to the 
terms of Corium's Certificate of Incorporation, into Common Stock or other securities or 
property, or (z) the Conversion Stock otherwise ceases to exist or to be authorized under 
Corium's Certificate of Incorporation (each a "Stock Event"), then Actavis, upon 
conversion of the Remainder Value at any time after such Stock Event, shall receive, in 
lieu of the number of shares of Conversion Stock that would have been issuable upon 
conversion of the Remainder Value immediately prior to such Stock Event, the stock and 
other securities and property that Actavis would have been entitled to receive upon the 
Stock Event, if immediately prior to such Stock Event, Actavis had converted the 
Remainder Value into Conversion Stock pursuant to Section 8(a) above. 

23697/00205/DOCS/2001626. 1 l 0 

CONFIDENTIAL- SUBJECT TO PROTECTIVE ORDER ALLERGAN_MDL_01474440 



P-28644 _ 00180

9. Release, Settlement, and Waiver. 

(a) The term "Release Effective Date" means the date which is the 
earlier of (i) the date upon which the Settlement Amount, including all interest thereon, is 
fully paid or otherwise fully satisfied as provided in this Agreement, or (ii) the 
Conversion Date. 

(b) Release by Actavis. Effective automatically on the Release 
Effective Date, and except as specifically provided in Section 9( d), Actavis, on behalf of 
itself, its predecessors, successors, parents, affiliates, subsidiaries, officers, directors, 
insurers, shareholders, agents, employees, representatives, attorneys, and assigns 
(individually and collectively referred to herein as the "Actavis Releasing Entities") does 
hereby relieve, release and forever discharge Corium and its predecessors, successors, 
parents, affiliates, subsidiaries, officers, directors, insurers, shareholders, agents, 
employees, representatives, attorneys, and assigns (individually and collectively referred 
to herein as the "Corium Released Entities"), of and from any and all rights, claims, 
debts, demands, obligations, promises, damages and causes of action of every kind and 
nature whatsoever, including but not limited to (i) claims arising under contract, tort 
(including negligence or product liability), warranty, or any other theory of liability, and 
(ii) direct, indirect, incidental and consequential damages, including without limitation, 
lost profits, damages to reputation and goodwill, and all costs and expenses of whatever 
kind or nature, including without limitation reasonable attorneys' fees and expenses 
incurred in connection therewith; and in any such case whether known or unknown and 
which any of the Actavis Releasing Entities may have had or asserted, may now have or 
assert, or may hereafter have or assert against the Corium Released Entities, or any of 
them, for or by reason of any matter, cause or thing whatsoever arising out of or relating 
to the Product Recall or any of the events or circumstances that gave rise to or are 
otherwise associated with such Product Recall (such rights, claims, debts, demands, 
obligations, promises, damages and causes of action individually and collectively, but 
excluding any claim of breach under this Agreement, are referred to herein, whether on, 
before, or after the Release Effective Date, as ''Actavis Product Recall Claims"). 

(c) Release by Corium. Effective automatically on the Release 
Effective Date, and except as specifically provided in Section 9( d), Cori um, on behalf of 
itself, its predecessors, successors, parents, affiliates, subsidiaries, officers, directors, 
insurers, shareholders, agents, employees, representatives, attorneys, and assigns 
(individually and collectively referred to herein as the "Corium Releasing Entities") does 
hereby relieve, release and forever discharge Actavis and its predecessors, successors, 
parents, affiliates, subsidiaries, officers, directors, insurers, shareholders, agents, 
employees, representatives, attorneys, and assigns (individually and collectively referred 
to herein as the "Actavis Released Entities"), of and from any and all rights, claims, 
debts, demands, obligations, promises, damages and causes of action of every kind and 
nature whatsoever, including but not limited to (i) claims arising under contract, tort 
(including negligence or product liability), warranty, or any other theory of liability, and 
(ii) direct, indirect, incidental and consequential damages, including without limitation, 
lost profits, damages to reputation and goodwill, and all costs and expenses of whatever 
kind or nature, including without limitation reasonable attorneys' fees and expenses 
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incurred in connection therewith; and in any such case whether known or unknown and 
which any of the Corium Releasing Entities may have had or asserted, may now have or 
assert, or may hereafter have or assert against the Actavis Released Entities, or any of 
them, for or by reason of any matter, cause or thing whatsoever arising out of or relating 
to the Product Recall or any of the events or circumstances that gave rise to or are 
otherwise associated with such Product Recall (such rights, claims, debts, demands, 
obligations, promises, damages and causes of action individually and collectively, but 
excluding any claim of breach under this Agreement, are referred to herein, whether on, 
before, or after the Release Effective Date, as "Corium Product Recall Claims"). 

( d) Full and Final Settlement. It is the intention of the Parties in 
executing this Agreement that, as of the Release Effective Date, this Agreement shall be 
effective as (i) a full, complete, and final accord and satisfaction of all claims relating to 
the Product Recall and that might be asserted by any of the Actavis Releasing Parties 
against any of the Corium Released Parties or by any of the Corium Releasing Parties 
against any of the Actavis Released Parties, and (ii) a release of and from all matters 
referred to in the respective releases set forth in Section 9(b) above (the "Actavis 
Release") and in Section 9(c) above (the "Corium Release"). Notwithstanding anything 
to the contrary in this Agreement and for the avoidance of doubt, (y) the Actavis Release 
does not pertain to, cover, or otherwise release Corium or any other Corium Released 
Entity from, and the Actavis Product Recall Claims do not include, any claim relating to 
a breach of this Agreement, any product liability or other claim by a third party against 
Actavis or any other Actavis Releasing Entity, or indemnity or contribution claims 
related thereto and/or any claim for breach of the September 2007 Amendment 
Agreement (which the Parties acknowledge is unrelated to the Product Recall), and (z) 
the Corium Release does not pertain to, cover, or otherwise release Actavis or any other 
Actavis Released Entity from, and the Corium Product Recall Claims do not include, any 
claim relating to a breach of this Agreement, or any product liability or other claim by a 
third party against Cori um or any other Cori um Releasing Entity, or indemnity or 
contribution claims related thereto. 

(e) Covenants Not to Proceed or Sue in Regard to Product Recall 
Claims. 

(i) Notwithstanding that the Actavis Release is not effective 
until the Release Effective Date, Actavis represents, warrants and covenants, on behalf of 
itself and on behalf of all other Actavis Releasing Entities, that neither it nor any other 
Actavis Releasing Entity shall bring, make or otherwise assert any claim or cause of 
action whatsoever arising out of or in any way relating to any Actavis Product Recall 
Claims against Corium or any other Corium Released Entity, or aid any other entity or 
third party in any such acts, unless, prior to the Release Effective Date, Corium becomes 
the subject of a Corium Bankruptcy Event, in which case (1) Actavis and/or any other 
Actavis Releasing Entity may assert any Actavis Product Recall Claims against Corium 
and/or or any other Corium Released Entity without regard to the limitation of the 
~ettlement Amount subject to off-set for payments received or other credits made under 
this Agreement prior to such termination, and (2) notwithstanding the provisions of 
Section 9(e)(ii) below, Corium and/or any other Corium Released Entity may assert any 
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available affirmative defenses and/or counterclaims, including any Corium Product 
Recall Claims, that Corium or any other Corium Released Entity may have against 
Actavis and/or any other Actavis Released Entity without limitation. Further, Actavis 
represents and warrants, on behalf of itself and on behalf of all other Actavis Releasing 
Entities, that neither it nor any other Actavis Releasing Entities has assigned or otherwise 
transferred any Actavis Product Recall Claims to any other entity or third party as of the 
Effective Date. The term "Corium Bankruptcy Event" means Corium making an 
assignment for the benefit of creditors, initiating or otherwise consenting to the 
appointment of a custodian, receiver, or trustee for itself or for a substantial part of its 
assets, or commencing, consenting to the commencement or continuation of, or becoming 
involuntarily the subject of, any proceeding u~der any bankruptcy, reorganization, 
liquidation, insolvency or similar laws of any jurisdiction. Compliance by Actavis or any 
other Actavis Releasing Entity with a legal subpoena shall not be deemed to be a breach 
of this Section 9( e )(i). 

(ii) Except as provided in Section 9( e )(i) above, notwithstanding that the 
Corium Release is not effective until the Release Effective Date, Corium represents, 
warrants and covenants, on behalf of itself and on behalf of all other Corium Releasing 
Entities, that neither it nor any other Corium Releasing Entity shall bring, make or 
otherwise assert any claim or cause of action whatsoever arising out of or in any way 
relating to any Corium Product Recall Claims against Actavis or any other Actavis 
Released Entity or aid any other entity or third party in any such acts, unless, prior to the 
Release Effective Date, Actavis becomes the subject of an Actavis Bankruptcy Event, in 
which case Corium and/or any other Corium Releasing Entity may assert any Corium 
Product Recall Claims against Actavis and/or any other Actavis Released Entity. Further, 
Corium represents and warrants, on behalf of itself and on behalf of all Corium Releasing 
Entities, that neither it nor any other Corium Releasing Entity has assigned or otherwise 
transferred any Cori um Product Recall Claims to any other entity or third party as of the 
Effective Date of this Agreement. The term "Actavis Bankruptcy Event" means Actavis 
making an assignment for the benefit of creditors, initiating or otherwise consenting to 
the appointment of a custodian, receiver, or trustee for itself or for a substantial part of its 
assets, or commencing, consenting to the commencement or continuation of, or becoming 
involuntarily the subject of, any proceeding under any bankruptcy, reorganization, 
liquidation, insolvency or similar laws of any jurisdiction. Compliance by Corium or any 
other Corium Releasing Entity with a legal subpoena shall not be deemed to be a breach 
of this Section 9( e )(ii). 

(iii) The covenants set forth in Sections 9( e )(i) and (ii) above 
shall not preclude either Party from asserting a claim for indemnification or contribution 
against the other Party in the context of any third party product liability or other claim. 

(t) Actavis Right to Sue in Regard to Settlement Amount. 
Notwithstanding any other provision of this Agreement to the contrary, Actavis shall 
have the right by written notice to Corium to declare the then outstanding balance of the 
Settlement Amount, including all accrued interest thereon, due and payable, upon the 
occurrence of either of the following events: 
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(i) a material breach by Corium of any of its obligations under 
this Agreement, and/or 

(ii) Corium shall have breached or defaulted in the 
performance or observance of any material obligation under the Replacement MSA, 

and in the case of either such event, Corium shall have failed to cure such breach or 
default within thirty (30) days of receiving written notice from Actavis of such breach or 
default. 

Upon Actavis' declaration pursuant to this Section 9(f), Corium shall pay such 
outstanding balance in cash to Actavis within thirty (30) days of such notice, and if 
Corium fails to make such payment, Actavis shall be entitled, in addition to any other 
remedy it may have for breach of this Agreement and/or the Replacement MSA, to bring 
a legal action against Corium under this Agreement seeking recovery in cash of the 
outstanding balance of the Settlement Amount, including accrued interest thereon. 

(g) Waiver Regarding Unknown Claims. Actavis and Corium 
acknowledge, respectively, that they understand and are familiar with California Civil 
Code Section 1542, which provides as follows: 

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE 
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER 
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF 
KNOWN BY HIM OR HER MUST HA VE MATERIALLY AFFECTED HIS 
OR HER SETTLEMENT WITH THE DEBTOR. 

Actavis and Corium, respectively, expressly waive and relinquish, on behalf of 
itself and all of the other Actavis Releasing Entities and Corium Releasing Entities, any 
rights that it or they may have under the above-cited Section 1542, and any rights under 
any other statute or common law principle with a similar effect, as to any unknown 
claims within the scope of the release granted above. In connection with such waiver and 
relinquishment, Actavis and Corium, respectively, acknowledge that its attorneys or 
agents may hereafter discover claims or facts in addition to or different from those which 
it now knows or believes to exist with respect to the subject matter of this Agreement, but 
the respective releases herein given shall be and remain in effect as a full and complete 
release notwithstanding the discovery or existence of any such additional or different 
claim or fact. 

(h) Agreement to Toll and Extend the Statute of Limitations. The 
Parties expressly acknowledge and agree that, notwithstanding any statute or rule of law 
to the contrary relating to limitations of actions, laches or any other rule relating to the 
timeliness of asserting claims, the period of time within which Actavis may assert any 
Actavis Product Recalls Claim, and the period of time within which Corium may assert 
any Corium Product Recall Claims, shall be, and hereby is, in each case extended until 
March 31, 2015; provided, however, that such extension and tolling of the period of 
limitations will not be deemed to modify or extend the Release Effective Date. 
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10. Confidentiality. Each Party to this Agreement agrees that it will not 
reveal the terms of this Agreement to any person not a party to this Agreement, other 
than: (i) in confidence to such Party's legal, financial, and business advisors and its actual 
and prospective investors, acquirers, and providers of capital; (ii) as may be required by 
law, including as required for compliance with disclosure laws or rules imposed by state 
or federal laws or regulatory agencies, or in response to an order of a court of competent 
jurisdiction or lawful discovery processes; (iii) in connection with any litigation between 
the parties hereto relating to this Agreement, or as may otherwise be reasonably 
necessary to enforce the terms hereof; and (iv) as the Parties may mutually agree in 
writing. The Parties agree to respond to any third party inquiry related to the dispute 
settled by this Agreement by stating that the dispute has been resolved to the satisfaction 
of all parties. 

11. Governing Law. This Agreement and any disputes arising from this 
Agreement shall be governed by the laws of the state of New York, without regard to its 
conflicts of laws rules. 

12. Litigation Expense. If either Party to this Agreement shall bring an 
action against the other Party hereto by reason of any alleged breach of this Agreement, 
the prevailing Party shall be entitled to its costs and reasonable attorneys' fees. 

13. Representation by Counsel. Each of the Parties hereto acknowledges 
that this Agreement has been executed with the consent and on the advice of independent 
legal counsel of its choice. Each Party further acknowledges that it and its counsel have 
had adequate opportunity to make whatever investigation or inquiry is deemed necessary 
or desirable in connection with the subject matter of this Agreement. 

14. Interpretation. For purposes of any action arising out of the application, 
interpretation, or alleged breach of this Agreement brought by either Party, each Party 
waives California Civil Code Section 1654, any other statutory or common law principle 
of similar effect, and any judicial interpretation of this Agreement which would create a 
presumption against the other party as a result of its having drafted any provision of this 
Agreement. The headings used herein are descriptive only and for the convenience of 
identifying provisions, and are not determinative of the meaning or a fact of any such 
provisions. 

15. Representations as to Authority. 

(a) Each of the Parties hereto represents and warrants to the other 
Party that it has the sole right and authority to execute this Agreement and that it has not 
sold, assigned, transferred, conveyed, or otherwise disposed of any claim or demand, 
relating to any matter covered by this Agreement. 

(b) In addition, Acta vis represents and warrants to Cori um that (i) 
Actavis is duly authorized to act and is acting on behalf of itself and its parent, direct and 
indirect subsidiaries and other affiliated entities under direct or common control with 
Actavis (collectively, the "Actavis Entities") with respect to the Actavis Release and the 
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amount of and method of settling the Settlement Amount; and (ii) Actavis is duly 
authorized to, and hereby does, bind the Actavis Entities, each of whom will be bound, 
jointly and severally, to the terms and conditions of this Agreement respecting the 
Actavis Release and the amount of and method of settling the Settlement Amount. 
Corium's obligations and liabilities to Actavis under this Agreement are expressly 
conditioned on the foregoing representations and warranties of Actavis. 

(c) In addition, Corium represents and warrants to Actavis that (i) it is 
acting on behalf of itself and, if any, its parent, direct and indirect subsidiaries, and 
affiliated entities under direct or common control with Corium (collectively, the "Corium 
Entities"), with respect to the amount of and method of settling the Settlement Amount 
and the Corium Release; and (ii) that Corium is duly authorized to, and hereby does, bind 
the Corium Entities, each of whom will be bound, jointly and severally, to the terms and 
conditions of this Agreement respecting the Corium Release and amount of and method 
of settling the Settlement Amount. Actavis' obligations and liabilities to Corium under 
this Agreement are expressly conditioned on the foregoing representations and warranties 
ofCorium. 

16. Entire Agreement. This Agreement constitutes the entire agreement and 
understanding between the Parties hereto with respect to the subject matters set forth 
herein, and supersedes and replaces any prior 'agreements and understandings, whether 
oral or written, between and among them with respect to such matters. The provisions of 
this Agreement may be waived, altered, amended or repealed in whole or in part only 
upon the Parties' mutual written consent. 

17. Successors and Assigns. This Agreement will be binding upon and inure 
to the benefit of the Parties, their successors and permitted assigns and the Actavis 
Entities and Corium Entities to the extent contemplated by Section 15(b)· and Section 
15(c), respectively. Neither Party may assign this Agreement, in whole or in part, 
without the prior written consent of the other Party, except that either party may, without 
the other Party's consent, assign this Agreement to an Affiliate or to a successor to 
'substantially all of its business or assets to which this Agreement pertains. 

18. Counterparts. This Agreement may be executed in counterparts, each of 
which shall be original, but all of which shall constitute one and the same instrument. 
Signature may be by facsimile or other printable electronic transmission. 

19. Severability. Should any provision of the Agreement be declared invalid, 
unenforceable or otherwise in conflict with any law or statute it shall not affect the 
validity of any other provision of the Agreement. 

20. Application of Credits. Whenever pursuant to this Agreement there is a 
credit to the Settlement Amount, or, if at anytime Corium makes a cash payment toward 
or of the Settlement Amount, such credit or cash payment, as the case may be, shall first 
be applied to accrued and unpaid interest and then to the principal balance. 

[Signature Page Follows} 
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IN WITNESS WHEREOF, each of the parties hereto has duly executed this Agreement as 
of the date noted below 

CORIUM INTERNATIONAL, INC. 

By: -------------

Name: ------------

Its: -------------
Date: ------------

CONFIDENTIAL- SUBJECT TO PROTECTIVE ORDER 
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By: ___ -----L..-=::..._.,c_....;.....,,,,:-~----

Name:~ 5- }uig(, 

Its: ( d , /Jr 7111/1 r:Z1, 
I } 

Date: '7 , 2 /4 
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EXHIBIT A 

Calculation of Labor Costs 

Labor Costs as related to the development of products under the Matrix Development 
Program shall be calculated as follows; [1] for each month, the total labor hours are 
reported by each employee in each department within the company (including those 
directly involved with the development of new products and those indirectly involved, for 
example, quality, engineering, purchasing, production supervision, etc.) for all projects/ 
products being worked on for the month (NOTE: Corium, maintains a very detailed time 
reporting system for virtually all employees for purposes of keeping track of work on all 
projects/ products). [2] The costs associated with each department for each month are 
gathered and accumulated. Costs for each department include, among other costs: 
salaries and wages, benefits, direct expenses of the department including, supplies, 
outside services, equipment repairs, depreciation and an allocation of facility costs as 
allocated among all departments within the company. [3] The hours worked on a project 
under the Matrix Development Program by all employees, in each department, for each 
month is divided by the total hours worked on all projects within that department for the 
month ( as defined in [ 1]) and the resulting percentage is multiplied by the total costs of 
each department associated with that project (as defined in [2]), resulting in a total cost of 
the labor associated with the project for a particular month by department. Labor Costs 
associated with direct production labor will be invoiced at average hourly wage rate 
which includes an estimate for benefit costs. 

For the avoidance of doubt, Labor Costs shall not include any production 
overhead costs. 

These costs will be computed by Corium in a manner which is consistent with the 
then current methods and practices used by Corium to determine the cost of other 
products developed by Corium. In all cases, such costs will be in accordance with U.S. 
GAAP. 

Example: 

Labor Costs for Project ___ for the month of __ _ 

Department Hours worked on Total hours Total Monthly Total Monthly 
Actavis Project worked on all Operating Costs Labor Costs 
[a) projects/products for the Dept ([a]/[b) X [cl) 

fbl [cl 
R&D 100 1,000 $150,000 $15,000 
Quality 50 1,000 $200,000 $10,000 
Engineering 10 1,000 $200,000 $2,000 
Purchasing 5 1,000 $150,000 $750 
Direct Labor 50 $34 / hour $1 ,700 
Other departments 
Total Monthlv Labor Costs $29,450 
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EXHIBITB 

Targeted Credit Amounts 

The Targeted Credit Amount for 2009 is $2,399,000. 

The Targeted Credit Amount for 2010 is $3,458,000. 

These amounts include $1,000,000 for 2009 and $2,000,000 for 2010 estimated for the 
Matrix Development Program. 
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