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CAUTIONARY STATEMENT FOR PURPOSES OF THE SAFE HARBOR PROVISIONS OF THE PRIVATE SECURITIES
LITIGATION REFORM ACT OF 1995.

This Annual Report on Form 10-K contains forward-looking statements in Item 1A  Risk Factors , Item7 Management s Discussion and

Analysis of Financial Condition and Results of Operations and in other statements throughout the report.Any statements made in this Annual

Report that are not statements of historical fact or that refer to estimated or anticipated future events are forward-looking statements. We have

based our forward-looking statements on our management s beliefs and assumptions based on information available to them at this time. Such

forward-looking statements reflect our current perspective of our business, future performance, existing trends and information as of the date of

this filing. These include, but are not limited to, our beliefs about future revenue and expense levels, growth rates, prospects related to our

strategic initiatives and business strategies, express or implied assumptions about government regulatory action or inaction, anticipated product

approvals and launches, business initiatives and product development activities, assessments related to clinical trial results, product performance

and competitive environment, and anticipated financial performance. Without limiting the generality of the foregoing, words such as may,  will,
expect, believe, anticipate, intend, could, would, estimate, continue, or pursue, or the negative other variations thereof or compar

terminology, are intended to identify forward-looking statements. The statements are not guarantees of future performance and involve certain

risks, uncertainties and assumptions that are difficult to predict. We caution the reader that certain important factors may affect our actual

operating results and could cause such results to differ materially from those expressed or implied by forward-looking statements. We believe

the risks and uncertainties discussed under the Item 1A - Risk Factors and other risks and uncertainties detailed herein and from time to time in

our SEC filings, may affect our actual results.

We disclaim any obligation to publicly update any forward-looking statements, whether as a result of new information, future events or
otherwise. We also may make additional disclosures in our Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and in other filings
that we may make from time to time with the SEC. Other factors besides those listed here could also adversely affect us. This discussion is
provided as permitted by the Private Securities Litigation Reform Act of 1995, as amended.

PART I

ITEM 1. DESCRIPTION OF BUSINESS

Business Overview

Lannett Company, Inc. and subsidiaries (the Company, Lannett, we, or us ) was incorporated in 1942 under the laws of the Commonwealth of
Pennsylvania, and reincorporated in 1991 as a Delaware corporation. We develop, manufacture, market and distribute generic versions of brand
pharmaceutical products. We report financial information on a quarterly and fiscal year basis with the most recent being the fiscal year ended

June 30, 2014. All references herein to a fiscal year or Fiscal refer to the applicable fiscal year ended June 30.

The Company has experienced net sales growth at a compounded annual growth rate in excess of 22% over the past twelve years. In that time
period net sales went from $25.1 million in fiscal year 2002 to $273.8 million in fiscal year 2014. This growth has been achieved through
favorable product pricing environments, strategic partnerships, and launches of additional manufactured drugs, as well as opportunities resulting
from our strong historical record of regulatory compliance.
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All products that we currently manufacture and/or distribute are prescription products. Of the products listed in the table entitled Current
Products below, our top five products in each year collectively accounted for 74% of our net sales in fiscal year 2014 and 69% of our net sales in
fiscal years 2013 and 2012.

Competitive Strengths

Vertically Integrated Manufacturer, Supplier and Distributor of Narcotics and Controlled Drugs. In July 2008, the U.S. Drug Enforcement
Administration ( DEA ) granted Cody Laboratories, Inc. ( Cody Labs ) a license to directly import concentrated poppy straw for conversion into
opioid-based active pharmaceutical ingredients (  APIs ) for use in various dosage forms for pain management. This license, along with Cody
Labs expertise in API development and manufacture allows the Company to perform in a market with high barriers to entry, no foreign
competition, and limited domestic competition. Because of this vertical integration, the Company has direct control of its supply and can avoid
increased costs associated with buying APIs from third-party manufacturers, thereby achieving higher margins.
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Proven Ability to Develop Successful Products and Achieve Scale in Production. We believe that our ability to select viable products for
development, efficiently develop such products, including obtaining any applicable regulatory approvals, vertically integrate into certain markets
and achieve economies of scale in production are critical to our success in the generic pharmaceutical industry. We intend to focus on long-term
profitability driven in part by securing market positions with less competition.

Efficient Development Systems and Manufacturing Expertise for New Products. We believe that our manufacturing expertise, low overhead
expenses, efficient product development, and marketing capabilities can help us remain competitive in the generic pharmaceutical market. We
intend to dedicate significant capital toward developing new products because we believe our success is linked to our ability to continually
introduce new generic products into the marketplace. Competition from new and other market participants for the manufacture and distribution
of certain products would likely affect our market share with respect to such products as well as force us to reduce our selling price for such
products due to their increased availability. As a result, we believe that our success depends on our ability to properly assess the competitive
market for new products, including market share, the number of competitors and the generic unit price erosion. We intend to reduce our
exposure to competitive influences that may negatively affect our sales and profits, including the potential saturation of the market for certain
products, by continuing to emphasize maintenance of a strong research and development ( R&D ) pipeline.

Mutually Beneficial Supply and Distribution Arrangements. In 2004, we entered into an exclusive ten-year distribution agreement (the JSP
Distribution Agreement ) with Jerome Stevens Pharmaceuticals ( JSP ) covering four different product lines. On August 19, 2013, the Company
entered into an agreement with JSP to extend its initial contract to continue as the exclusive distributor in the United States of three JSP

products: Butalbital, Aspirin, Caffeine with Codeine Phosphate Capsules USP; Digoxin Tablets USP; Levothyroxine Sodium Tablets USP. The
amendment to the original agreement extends the initial contract, which was due to expire on March 22, 2014, for five years. In connection with
the amendment, the Company issued 1.5 million shares of the Company s common stock to JSP and its designees. In accordance with its policy
related to renewal and extension costs for recognized intangible assets, the Company recorded a $20.1 million expense in cost of sales, which
represented the fair value of the shares on August 19, 2013. If the parties agree to a second five year extension from March 23, 2019 to

March 23, 2024, the Company is required to issue to JSP or its designees an additional 1.5 million shares of the Company s common stock. Both
Lannett and JSP have the right to terminate the contract if one of the parties does not cure a material breach of the contract within thirty (30)

days of notice from the non-breaching party. Levothyroxine Sodium and Digoxin, collectively accounted for 57% of our net sales in fiscal year
2014 and both products have experienced significant growth in sales over the past few years.

During the term of the agreement and related amendment, the Company is required to use commercially reasonable efforts to purchase minimum
dollar quantities of JSP products. The Company has met the minimum purchase requirement for the first ten years of the contract, but there is no
guarantee that the Company will be able to continue to do so in fiscal year 2015 and in the future. If the Company does not meet the minimum
purchase requirements, JSP s sole remedy is to terminate the agreement.

Dependable Supplier to our Customers. We believe we are viewed within the generic pharmaceutical industry as a strong, dependable supplier.
We have cultivated strong and dependable customer relationships by maintaining adequate inventory levels, employing a responsive order filling
system and prioritizing timely fulfillment of those orders. A majority of our orders are filled and shipped either on the day that we receive the
order or the following day.

Strong Track Record of Obtaining Regulatory Approvals for New Products. During the past three fiscal years, we have received eleven
approved Abbreviated New Drug Applications (each, an ANDA )/ANDA supplements from the Food and Drug Administration (the FDA ).
Although the timing of ANDA approvals by the FDA is uncertain, we currently expect to receive several more during Fiscal 2015. These
regulatory approvals will enable us to manufacture and supply a broader portfolio of generic pharmaceutical products.
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Reputation for Regulatory Compliance. We have a strong track record of regulatory compliance. We believe that we have strong effective
regulatory compliance capabilities and practices which result from the hiring of qualified individuals and the implementation of strong current
Good Manufacturing Practices ( ¢cGMP ). Our agility in responding quickly to market events and a reputation for regulatory compliance position
us to avail ourselves of market opportunities as they are presented to us.

In addition, narcotics which are classified by the DEA as controlled drugs are subject to a rigorous regulatory compliance regimen. We are one
of seven companies in the U.S. that have been granted a license from the DEA to import raw concentrated poppy straw for conversion into

APIs. Such licenses are renewed annually, and non-compliance could result in a license not being renewed. As a result, we believe that our
strong reputation for regulatory compliance allows us to have a competitive edge in managing the production and distribution of controlled

drugs.
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Business Strategies

Continue to Broaden our Product Lines Through Internal Development and Strategic Partnerships. We are focused on increasing our market
share in the generic pharmaceutical industry while concentrating additional resources on the development of new products, with an emphasis on
controlled substance products. We continue to improve our financial performance by expanding our line of generic products, increasing unit
sales to current customers, creating manufacturing efficiencies, and managing our overhead and administrative costs.

We have targeted four strategies for expanding our product offerings: (1) deploying our experienced R&D staff to develop products in-house,
(2) entering into product development agreements or strategic partnerships with third-party product developers and formulators, (3) purchasing
ANDAs from other generic manufacturers and (4) marketing drugs under brand names. We expect that each method will facilitate our
identification, selection and development of additional generic pharmaceutical products that we may distribute through our existing network of
customers.

We have several existing supply and development agreements with both international and domestic companies, and are currently in negotiations
on similar agreements with additional companies, through which we can market and distribute future products. We intend to capitalize on our
strong customer relationships to build our market share for such products.

Improve our Operating Profile in Certain Targeted Specialty Markets. In certain situations, we may increase our focus on particular specialty
markets within the generic pharmaceutical industry. By narrowing our focus to specialty markets, we can provide product alternatives in
categories with relatively fewer market participants. We plan to strengthen our relationships with strategic partners, including providers of
product development research, raw materials, APIs and finished products. We believe that mutually beneficial strategic relationships in such
areas, including potential financing arrangements, partnerships, joint ventures or acquisitions, could enhance our competitive advantages in the
generic pharmaceutical market.

Leverage Ability to Vertically Integrate as a Manufacturer, Supplier and Distributor of Controlled Substance Products. One initiative that is at
the core of the Company s strategy is to continue leveraging the asset we acquired in 2007, Cody Labs. In July 2008, the DEA granted Cody
Labs a license to directly import concentrated poppy straw for conversion into opioid-based APIs for use in various dosage forms for pain
management. The value of this license comes from the fact that, to date, only six other companies in the U.S. have been granted this license.
This license, along with Cody Labs expertise in API development and manufacture, allows the Company to perform in a market with high
barriers to entry, no foreign competition, and limited domestic competition. Because of this vertical integration, the Company has direct control
of its supply and can avoid increased costs associated with buying APIs from third-party manufacturers, thereby achieving higher margins. The
Company can also leverage this vertical integration not only for direct supply of opioid-based APIs, but also for the manufacture
non-opioid-based APIs.

The Company believes that the demand for controlled substance, pain management drugs will continue to grow as the Baby Boomer generation
ages. By concentrating additional resources in the development of opioid-based APIs and dosage forms, the Company is well-positioned to take
advantage of this opportunity. The Company is currently vertically integrated on two products with several others in various stages of
development.
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Key Products

Levothyroxine Sodium tablets are produced and marketed with 12 varying potencies. Levothyroxine Sodium tablets are manufactured by JSP.
Levothyroxine Sodium tablets remain one of the most prescribed drugs in the U.S. and are used by patients of various ages and demographic
backgrounds for the treatment of thyroid deficiency. Net sales of Levothyroxine Sodium tablets totaled $102.2 million in fiscal year 2014. In

our distribution of these products, we compete with two brand Levothyroxine Sodium products AbbVie s Synthroid® and Pfizer s Levoxyl® as
well as generic products from Mylan and Sandoz.

Digoxin tablets are produced and marketed with two different potencies. This product is manufactured by JSP and we distribute it under the JSP
Distribution Agreement. Digoxin tablets are used to treat congestive heart failure in patients of various ages and demographics. Net sales of this
product totaled $54.7 million in fiscal year 2014. In our distribution of these products, we compete with a generic product from Impax and
expect to compete against West-Ward, Caraco and the brand Lanoxin from Covis.

We distribute three products containing Butalbital. We have manufactured and sold Butalbital with Aspirin and Caffeine capsules for more than
20 years. Butalbital with Aspirin, Caffeine and Codeine Phosphate capsules is manufactured by JSP and distributed under the JSP Distribution
Agreement. Additionally, in September 2012 the Company was approved to sell Butalbital, Acetaminophen and Caffeine Tablets. Butalbital
products, which are orally administered capsule or tablet dosage forms, are prescribed to treat migraines and tension headaches caused by
contractions of the muscles in the neck and shoulder area. The drug is prescribed primarily for adults of various demographics. Migraines are
an increasingly prevalent condition in the United States and we believe the demand for effective medical treatments will continue to increase.

10
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Although new innovator drugs to treat migraines have been introduced by brand name drug companies, we believe that there is still a loyal
following of doctors and consumers who prefer to use Butalbital products for treatment.

Cocaine Topical® Solution ( C-Topical® ) is produced and marketed under a preliminary new drug application ( PIND ) in two different strengths
and two different size containers. Sales of C-Topical® were 8% of Lannett s net sales during fiscal year 2014. This drug is utilized primarily for
the anesthetization of the patient during ear, nose or throat surgery.

Morphine Sulfate Oral Solution is produced and marketed in three different size containers. We manufacture this product at Cody Labs and are
currently finishing the manufacturing methods and capabilities to make the API. This drug is prescribed primarily for the management of pain
in adults where other products or delivery methods are not tolerable.

Oxycodone HCI Oral Solution ( Oxycodone ) was produced until August 20, 2012 and marketed until October 4, 2012 in two different size
containers, at which point, as a result of FDA enforcement actions against all market participants, the Company voluntarily exited the market.
Prior to the enforcement actions the Company had submitted an ANDA to the FDA. The Company was granted expedited review for this
application. The Company expects to receive approval and resume selling Oxycodone in the near future. Once approval is granted, we will
resume manufacture of these solution dosage forms at Cody Labs.

Validated Pharmaceutical Capabilities

Our 31,000 square foot manufacturing facility sits on 3.5 acres of Company owned land. In addition, we own a 63,000 square foot building
residing on 3.0 acres of Company owned land. This facility is located within one mile of our manufacturing facility. The facility houses
packaging and research and development, and has capacity for additional manufacturing space, if needed. We also own a 66,000 square foot
building on 7.3 acres of land, which is used for certain administrative functions, warehouse space and shipping. It also has capacity for
additional manufacturing space, if needed. All three of these buildings are located in Philadelphia, Pennsylvania.

The manufacturing facility of our wholly-owned subsidiary, Cody Labs, consists of an approximately 73,000 square foot facility located on
approximately 15.0 acres of land in Cody, Wyoming. Cody Labs leases the facility from Cody LCI Realty, LLC ( Realty ), which is 50% owned
by Lannett and 50% by a former officer of Cody Labs. Cody Labs manufacturing facility currently has capacity for further expansion, both
inside and outside the existing structure.

We have adopted many new processes in support of regulations relating to cGMPs in the last several years, and we believe we are operating our
facilities in substantial compliance with the FDA s cGMP regulations. In designing our facilities, full attention was given to material flow,
equipment and automation, quality control and inspection. A granulator, an automatic film coating machine, high-speed tablet presses, blenders,
encapsulators, fluid bed dryers, high shear mixers, and high-speed bottle filling and high potency or specialized manufacturing suites are a few
examples of the sophisticated product development, manufacturing and packaging equipment used in the production process. In addition, our
Quality Control laboratory facilities are equipped with high precision instruments, such as automated liquid chromatographs (HPLC and UPLC),
gas chromatographs, and laser particle size analyzers.

11
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We continue to pursue the Quality by Design concept for improving and maintaining quality control and quality assurance programs in our
pharmaceutical development and manufacturing facilities, which is outlined in the FDA report titled, Pharmaceutical Quality for the

21st Century: A Risk-Based Approach. The FDA periodically inspects our production facilities to determine our compliance with the FDA s
manufacturing standards. Typically, after completing its inspection, the FDA will issue a report, entitled a Form 483 , containing observations
arising from an inspection. The FDA s observations may be minor or severe in nature and the degree of severity is generally determined by the
time necessary to remediate the cGMP violation, any consequences to the consumer of the products, and whether the observation is subject to a
Warning Letter from the FDA. By strictly complying with cGMPs and the various FDA guidelines, Good Laboratory Practices ( GLPs ), as well
as adherence to our Standard Operating Procedures, we have never received a cGMP Warning Letter in more than 70 years of business.

Research and Development Process

Over the past several years, we have invested heavily in R&D projects. The costs of these R&D efforts are expensed during the periods
incurred. We believe that such costs may be recovered in future years when we receive approval from the FDA to distribute such products. We
have embarked on a plan to grow in future years, which includes organic growth to be achieved through our R&D efforts. We expect that our
growing list of generic products under development will drive future growth. Over the past several years, we have hired additional personnel in
product development, production, and formulation. The following steps outline the numerous stages in the generic drug development process:

12
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1) Formulation and Analytical Method Development. After a drug candidate is selected for future sale, product development scientists
perform various experiments on the incorporation of active ingredients into a dosage form. These experiments will result in the creation of a
number of product formulations to determine which formula will be most suitable for our subsequent development process. Various
formulations are tested in the laboratory to measure results against the innovator drug. During this time, we may use reverse engineering
methods on samples of the innovator drug to determine the type and quantity of inactive ingredients. During the formulation phase, our R&D
chemists begin to develop an analytical, laboratory testing method. The successful development of this test method will allow us to test
developmental and commercial batches of the product in the future. All of the information used in the final formulation, including the analytical
test methods adopted for the generic drug candidate, will be included as part of the Chemistry, Manufacturing and Controls section of the ANDA
submitted to the FDA.

2.) Scale-up and Tech Transfer. After product development scientists and the R&D chemists agree on a final formulation for use in moving
the drug candidate forward in the developmental process, we then attempt to increase the batch size of the product. The batch size represents the
standard magnitude to be used in manufacturing a batch of the product. The determination of batch size affects the amount of raw material that
is used in the manufacturing process and the number of expected dosages to be created during the production cycle. We attempt to determine
batch size based on the amount of active ingredient in each dosage, the available production equipment and unit sales projections. The scaled-up
batch is then generally produced in our commercial manufacturing facilities. During this manufacturing process, we document the equipment
used, the amount of time in each major processing step and any other steps needed to consistently produce a batch of that product. This
information, generally referred to as the validated manufacturing process, is included in the ANDA.

3) Bioequivalency and Clinical testing. After a successful scale-up of the generic drug batch, we schedule and perform bioequivalency
testing on the product, and in some cases clinical testing if required by the FDA. These procedures, which are generally outsourced to third
parties, include testing the absorption of the generic product in the human bloodstream compared to the absorption of the innovator drug. The
results of this testing are then documented and reported to us to determine the success of the generic drug product. Success, in this context,
means that we are able to demonstrate that our product is comparable to the innovator product in dosage form, strength, route of administration,
quality, performance characteristics and intended use.

Bioequivalence (meaning that the product performs in the same manner and in the same amount of time as the innovator drug) and a stable
formula are the primary requirements for a generic drug approval (assuming the manufacturing plant is in compliance with the FDA s cGMP
regulations). With the exception of 505(b)(2) NDA filings, lengthy and costly clinical trials proving safety and efficacy, which are required by
the FDA for innovator drug approvals, are typically unnecessary for generic companies. If the results are successful, we will continue the
collection of information and documentation for assembly of the drug application.

4.) Submission of the ANDA for FDA review and approval. The ANDA process became formalized under The Drug Price Competition and
Patent Term Restoration Act of 1984, also known as the Hatch-Waxman Act ( Hatch-Waxman Act ). The Hatch-Waxman Act amended the
Federal Food, Drug and Cosmetic Act ( FDCA ) to permit the FDA to review and approve an ANDA for a generic equivalent of a new drug
product, which previously received FDA approval through its new drug approval process, without having the generic drug company conduct
costly clinical trials. An ANDA is a comprehensive submission that contains, among other things, data and information pertaining to the active
pharmaceutical ingredient, drug product formulation, specifications and stability of the generic drug, as well as analytical methods,
manufacturing process validation data, and quality control procedures.

ANDAs and NDAs submitted for our products may not receive FDA approval on a timely basis, or at all. The current FDA median review time
for ANDAs is 31 months. While we have received approval for some of our ANDAS in as little as 14 months, we have also waited longer than
36 months before receiving approval. The FDA has advised that electronic submissions of applications may shorten the approval process. We

13
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currently file our ANDAs and NDAs electronically. On July 9, 2012, the Food and Drug Administration Safety and Innovation Act was enacted,
which included the Generic Drug User Fee Amendments of 2012 ( GDUFA ). Under these Amendments the FDA committed to reviewing 90%
of complete electronic generic applications within 10 months after the date of submission. Applications filed after October 2014 will be
reviewed under this process.

When a generic drug company files an ANDA with the FDA, it must certify either (i) that no patent was filed for the listed drug (a paragraph I
certification), (ii) that the patent has expired (a paragraph Il certification), (iii) that the patent will expire on a specified date and the ANDA filer
will not market the drug until that date (a paragraph III certification), or (iv) that the patent is inval