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Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a
Registrant.

 
As described in Item 3.02 below, which information that is required to be disclosed under this Item 2.03 is hereby incorporated by

reference into this Item, on March 29, 2011, the Biozone Pharmaceuticals, Inc. (the “Company”)  issued and sold secured convertible
promissory notes in the aggregate principal amount of $2,250,000 to certain accredited investors.  

Item 3.02.              Unregistered Sales of Equity Securities.
 

On March 29, 2011, the Company issued 10% secured convertible promissory notes in the aggregate principal sum of $2,250,000,
due on September 29, 2011 (unless accelerated as described below) (the “Notes”)  and warrants (the “Warrants”) to purchase certain
securities of the Company in the Target Transaction Financing (as defined below), pursuant to a Securities Purchase Agreement entered into
on February 22, 2011 and further described in the Company’s Current Report on Form 8-K, filed with the Securities and Exchange
Commission (“SEC”) on March 1, 2011 (the “Securities Purchase Agreement”) with certain purchasers signatory thereto (the “Private
Placement”).  The Notes and Warrants were issued to accredited investors in reliance upon the exemption from registration provided by
Section 4(2) of the Securities Act of 1933, as amended (the “Securities Act”) and Rule 506 promulgated by the Securities and Exchange
Commission thereunder.
 

As set forth in the Securities Purchase Agreement, the Company intends to, within 120 days of the closing of the Private Placement,
consummate a transaction pursuant to which it will acquire one or more businesses or companies approved by the Buyer (the “Target
Transaction”) and use its best efforts to obtain certain financing in connection with closing the Target Transaction (the “Target Transaction
Financing”).

The following is a brief summary of each of the Notes and the Warrants. These summaries are not complete, and are qualified in
their entirety by reference to the full text of the agreements that are attached as exhibits to the Company’s Current Report on Form 8-K, filed
with the SEC on March 1, 2011, along with the full text of the Securities Purchase Agreement, Registration Rights Agreement, Pledge and
Security Agreement and the Non-Recourse Principal Stockholder Stock Pledge Agreement.  Readers should review those agreements for a
more complete understanding of the terms and conditions associated with this transaction.

Secured Convertible Promissory Note
 

The Notes have an aggregate principal amount of $2,250,000 and mature on the earlier of September 29, 2011 or the closing date of
the Target Transaction Financing (such earlier date, the “Maturity Date”).  The entire principal amount and any accrued and unpaid interest
shall be due and payable in cash on the Maturity Date.  The Notes bear interest at the rate of 10% per annum.

The principal and interest shall not be prepaid except in connection with the consummation of the Target Transaction Financing, in
which case the holder may elect either to (i) convert all of the principal and accrued and unpaid interest then outstanding into the securities
offered in the Target Transaction Financing at a price per share or unit, as the case may be, equal to 80% of the price at which such securities
are sold or (ii) require the Company to repay the principal amount then outstanding and any accrued and unpaid interest in cash.  In the event
that the Note is not prepaid or converted prior to September 29, 2011, the Company shall pay to the holders (in the aggregate) a penalty fee
equal to: (i) the principal amount of the Note divided by (ii) $2,000,000 and multiplied by (iii) $100,000.

 
2



 
In the event that the Target Transaction has not closed on or prior to September 29, 2011, the Company shall pay to the holder

150% of any portion of the principal amount then outstanding plus all accrued and unpaid interest thereon.
 
Warrant

The Warrant is immediately exercisable and expires five years after the date of issue.  The Warrant has an initial exercise price of
120% of the price of the securities sold in the Target Transaction Financing (the “Financing Share Price”).  The Warrant entitles the Buyer to
purchase the number of shares of Common Stock and/or other securities, including units of securities, sold in the Target Transaction equal to
the Warrant Coverage (as defined herein) (a) multiplied by the principal amount of the Note (the “Purchase Price”) and (b) divided by the
Financing Share Price.  “Warrant Coverage” means (i) 50% if closed on or prior to 120 days, (ii) 75% if closed after 120 days but before 150
days and (iii) 100%, if closed after 150 days after the closing of the Private Placement.  The Warrant is exercisable in cash or, while a
registration statement covering the shares of Common Stock and/or other securities issuable upon exercise of the Warrant, or an exemption
from registration, is not available, by way of a “cashless exercise”.  The exercise price of the Warrant is subject to a “ratchet” anti-dilution
adjustment for a period of one year from the closing of the Private Placement.  This adjustment provides that, in the event that the Company
issues certain securities at a price lower than the then applicable exercise price, the exercise price of the Warrant shall be immediately
reduced to equal the price at which the Company issued the securities.

 
Item 9.01. Financial Statements and Exhibits.
 

 (d)           Exhibits.
 

Exhibit
No. Description

10.1 Securities Purchase Agreement (Incorporated by Reference to the Current Report on Form 8-K, filed with the SEC on March
1, 2011)

10.2 Form of Secured Convertible Promissory Note (Incorporated by Reference to the Current Report on Form 8-K, filed with the
SEC on March 1, 2011)

10.3 Form of Warrant (Incorporated by Reference to the Current Report on Form 8-K, filed with the SEC on March 1, 2011)
99.1 Press Release
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SIGNATURES
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

 
 
 BIOZONE PHARMACEUTICALS, INC.  
    

Date: March 30, 2011 By: /s/ Robert Prego Novo  
 Name: Robert Prego Novo  
 Title:  President  
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EXHIBIT INDEX

Exhibit
No. Description

10.1 Securities Purchase Agreement (Incorporated by Reference to the Current Report on Form 8-K, filed with the SEC on March
1, 2011)

10.2 Form of Secured Convertible Promissory Note (Incorporated by Reference to the Current Report on Form 8-K, filed with the
SEC on March 1, 2011)

10.3 Form of Warrant (Incorporated by Reference to the Current Report on Form 8-K, filed with the SEC on March 1, 2011)
99.1 Press Release
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Exhibit 99.1
BIOZONE PHARMACEUTICALS, INC.

 
COMPLETES $2.25 MILLION BRIDGE FINANCING

 
 
March 30, 2011; Miami, Florida – BioZone Pharmaceuticals, Inc. (OTC: BZNE) announced today that it closed a $2.25 million bridge
financing. The Company previously announced that it recently entered into $2.25 million of Secured Purchase Agreements for issuance of
10% secured promissory bridge notes due August 24, 2011.  In connection with the sale of the bridge notes, the Company also entered into a
Registration Rights Agreement, a Pledge and Security Agreement and issued warrants.
 
The Company intends to utilize a portion of the proceeds from the sale of the bridge notes for advances to BioZone Laboratories, Inc. and
related companies (“BioZone Labs”) in contemplation of the acquisition of BioZone Labs. The Company previously announced that it entered
into a binding option and letter of intent with BioZone Labs to purchase all of the issued and outstanding common shares of the BioZone
Laboratories family of companies in exchange for 31 million shares of the Company’s common stock.
 
BioZone Labs, a specialty pharmaceutical company founded in 1989, has a robust drug pipeline addressing unmet medical needs in potential
billion dollar markets.  BioZone Labs develops, manufactures and markets drugs using its patented QuSomeTM technology platform, which is
used to enhance drug solubility.
 
Brian Keller, BioZone Labs co-founder and CEO, stated, “We are delighted that BioZone Pharmaceuticals has taken the first step necessary to
provide us with the financial support to grow our pipeline and expand our production capacity. We look forward to the culmination of the
acquisition and the exciting road ahead as we build the combined BioZone Pharmaceuticals and BioZone Laboratories into a world class
specialty pharmaceutical company.”
 
Safe Harbor Statement
 
The information presented in this news release constitutes “forward-looking statements” as such term is used in applicable United States
securities laws.  These statements relate to analyses and other information that are based on forecasts of future results, estimates of amounts
not yet determinable and assumptions of management.  Any other statements that express or involve discussions with respect to predictions,
expectations, beliefs, plans, projections, objectives, assumptions or future events or performance (often, but not always, using words or
phrases such as “expects” or “does not expect”, “is expected”, “anticipates” or “does not anticipate”, “plans, “estimates” or “intends”, or
stating that certain actions, events or results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved) are not statements of
historical fact and should be viewed as “forward-looking statements”. Such forward looking statements involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of the Company to be materially different
from any future results, performance or achievements expressed or implied by such forward-looking statements. Such risks and other factors
include, among others, the actual results of research activities, assumptions associated with the use and efficacy of drugs and formulations, the
ability to market, produce and sell drugs, risks relating to product and customer demand, market acceptance of our products, the effect of
economic conditions both nationally and internationally, the ability to protect our intellectual property rights, the impact of any litigation or
infringement actions brought against us, competition for other providers and products, risks inherent in product and drug
development,  regulatory approval and compliance with applicable laws, rules and regulations governing our manufacturing and facilities,
availability of capital to fund our research and development programs and for continuing operations, the ability to complete transactions, and
the resulting dilution caused by the raising of capital through the sale of shares, exercises of options and warrants and the additional
disclosures under the heading “Risk Factors” which appear in our reports and filings with the United States Securities and Exchange
Commission which can be accessed at www.sec.gov.  Although we have attempted to identify important factors that could cause actual
actions, events or results to differ materially from those described in forward-looking statements, there may be other factors that cause actions,
events or results not to be as anticipated, estimated or intended.  There can be no assurance that such statements will prove to be accurate as
actual results and future events could differ materially from those anticipated in such statements.  Accordingly, readers should not place undue
reliance on forward-looking statements contained in this news release and in any document referred to in this news release.
 
Investor Relations Contact:
 
Arthur Douglas and Associates
Art Batson, 407-478-1120
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