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EXPLANATORY NOTE

This amendment on Form 8-K/A (the “Amendment”) amends the Current Report for BioZone Pharmaceuticals, Inc. (the “Company”) on
Form 8-K, as initially filed with the Securities and Exchange Commission on July 7, 2011 (the "Original Report"). The purpose of this
Amendment is to include financial statements as exhibits in Item 9.01. The information contained in the Original Report remains in effect,
except as expressly amended by this Amendment.

Item 9.01                      Financial Statements and Exhibits

a) Financial Statements of Businesses Acquired. In accordance with Item 9.01(a), audited financial statements for BioZone
Laboratories, Inc., Equalan Pharma, LLC and Equachem LLC for their respective fiscal years ended December 31, 2010 and 2009, are filed
in this Current Report on Form 8-K/A as Exhibit 99.2, 99.3 and 99.4, respectively.

b) Pro Forma Financial Information. In accordance with Item 9.01(b), BioZone Pharmaceutical, Inc.’s pro forma financial
statements are filed in this Current Report on Form 8-K/A as Exhibit 99.5

c) Exhibits
 

The exhibits listed in the following Exhibit Index are filed as part of this Current Report on Form 8-K.
 
Exhibit No. Description
10.1 Form of LLC Membership Interest Purchase Agreement (Equalan LLC)*
10.2 Form of Stock Purchase Agreement (BioZone Laboratories, Inc.)*
10.3 Form of LLC Membership Interest Purchase Agreement (Equachem LLC)*
10.4 Form of LLC Membership Interest Purchase Agreement (Betazone LLC)*
10.5 Form of Lockup Agreement*
10.6 Stock Option Agreement between Brian Keller and Opko Health, Inc.*
10.7 Stock Option Agreement between Dan Fisher and Opko Health, Inc.*
10.8 Employment Agreement between the Company and Brian Keller*
10.9 Employment Agreement between the Company and Dan Fisher*
10.10 License Agreement*
10.11 Amendment No, 1 to License Agreement*
10.12 Amendment No. 2 to License Agreement*
99.1 Press Release *
99.2 Financial Statements of Business Acquired – BioZone Laboratories, Inc.
99.3 Financial Statements of Business Acquired – Equalan Pharma, LLC
99.4 Financial Statements of Business Acquired – Equachem, LLC
99.5 Pro Forma Financial Information

* Incorporated by reference to the Company’s Current Report on Form 8-K, filed with the SEC on July 7, 2011
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of
the registrant and in the capacities and on the dates indicated.
 
   
 BioZone Pharmaceuticals, Inc.
   
Date: September 15, 2011 By:  /s/ Elliot Maza
 Name: Elliot Maza
 Title: Chief Executive Officer and CFO
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Exhibit 99.2                      FINANCIAL STATEMENTS OF BUSINESS ACQUIRED – BIOZONE LABORATORIES, INC.
 
 
FINANCIAL STATEMENTS
 
Report of Independent Registered Public Accounting Firm
 
Consolidated Balance Sheets as of December 31, 2010 and 2009
 
Consolidated Statements of Operations for the years ended December 31, 2010 and 2009
 
Consolidated Statements of Changes in Shareholders’ Equity (Deficiency) for the years ended December 31, 2010 and 2009
 
Consolidated Statements of Cash Flows for the years ended December 31, 2010 and 2009

Notes to the Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
BioZone Laboratories, Inc.
 
We have audited the accompanying consolidated balance sheets of BioZone Laboratories, Inc., (the “Company”) as of December 31, 2010
and 2009, and the related consolidated statements of operations, changes in shareholders’ equity (deficiency) and cash flows for the years
then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.  An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
 
As disclosed in Note 2 to the consolidated financial statements, the accompanying consolidated financial statements have been prepared on a
going concern basis, which contemplates the Company will continue to realize its assets and discharge its liabilities in the normal course of
business.  As of December 31, 2010, the Company had a shareholders’ deficiency of $939,095, negative working capital of $983,716 and
sustained losses for the years ended December 31, 2010 and 2009. In addition, on August 15, 2011, the holder of the Company’s notes
payable - bank declared the entire unpaid principal amount and accrued interest of these loans immediately due and payable. As of September
9, 2011, these loans were paid in full. The continuation of the Company as a going concern is dependent upon, among other things, the
ability of the Company to obtain necessary equity or debt financing and the attainment of profitable operations.  These factors, among
others, raise substantial doubt regarding the Company’s ability to continue as a going concern. These financial statements do not give any
effect to any adjustments that would be necessary should the Company be unable to continue as a going concern.
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
BioZone Laboratories, Inc. as of December 31, 2010 and 2009, and the results of its operations and its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.
 
/s/ Paritz and Co. P.A.

Hackensack, N.J.
August 25, 2011, except as to the last paragraph
of Note 13, which is dated September 9, 2011.
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BIOZONE LABORATORIES, INC.
CONSOLIDATED BALANCE SHEETS

 
  December 31,  
  2010   2009  
       
ASSETS       
       
Current assets:       

Cash and cash equivalents  $ 117,121  $ 542,197 
Account receivable - trade, net of allowance for doubtful accounts   1,208,677   1,565,339 
   $118,356 and $83,856, respectively         
Account receivable - related party   411,816   - 
Inventories   2,191,539   2,067,080 
Prepaid expenses and other current assets   41,450   34,673 

Total current assets   3,970,603   4,209,289 
         

Property and equipment, net   3,256,873   3,331,493 
Note receivable - related party   52,077   52,077 
Deferred financing costs, net   11,648   12,186 

   3,320,598   3,395,756 
         

Total Assets  $ 7,291,201  $ 7,605,045 
         
LIABILITIES AND SHAREHOLDERS' DEFICIENCY         
         
Current liabilities:         
         

Notes payable - bank   2,039,055   2,068,655 
Accounts payable - trade   928,768   890,513 
                              related party   399,078   198,851 
Accrued expenses and other current liabilities   108,442   179,601 
Notes payable - shareholder   1,102,926   727,605 
Deferred income taxes   98,751   194,695 
Current portion of long term debt   277,299   205,198 

Total current liabilities   4,954,319   4,465,118 
         

Long Term Debt   3,275,977   3,335,606 
         
Shareholders' deficiency         

Preferred stock, no par value, 5,000,000 shares authorized,         
       zero shares issued at December 31, 2010  and 2009   -   - 
Common stock, no par value, 10,000,000 shares authorized,         
       2,250,000 shares issued and outstanding at December 31, 2010         
       and 2009, respectively   184,000   184,000 
Accumulated deficit   (1,123,095)   (379,679)

Total shareholders' deficiency   (939,095)   (195,679)
         

Total liabilities and shareholders' deficiency  $ 7,291,201  $ 7,605,045 
 

The accompanying notes are an integral part of these consolidated financial statements.
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BIOZONE LABORATORIES, INC.  
CONSOLIDATED STATEMENTS OF OPERATIONS  

  
  For The Year Ended December 31,  
  2010   2009  
       
Sales  $ 13,354,712  $ 12,594,387 
         
Cost of sales   7,676,217   6,726,757 
         
Gross profit   5,678,495   5,867,630 
         
Operating Expenses:         

General and adminstrative expenses   5,403,006   4,945,318 
Depreciation expense   446,960   466,773 
Research and development expenses   212,042   213,991 

Total Operating Expenses   6,062,008   5,626,082 
         
Income (Loss) from operations   (383,513)   241,548 
         

Interest expense   (403,555)   (450,808)
         
Loss before income tax benefit   (787,068)   (209,260)
         

    Income tax benefit   (95,945)   (28,450)
         
Net loss  $ (691,123)  $ (180,810)
 

The accompanying notes are an integral part of these consolidated financial statements.
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BIOZONE LABORATORIES, INC.  
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY (DEFICIENCY)  

             
  Common Stock        

  
Number of

Shares   Amount   
Accumulated

Deficit   

Total
Shareholders'

Equity
(Deficiency)  

             
Balance, December 31, 2008   2,250,000   184,000   (136,114)   47,886 
                 
Shareholder distribution from a variable interest entity           (62,755)   (62,755)
                 
Net loss           (180,810)   (180,810)
                 
Balance, December 31, 2009   2,250,000   184,000   (379,679)   (195,679)
                 
Shareholder contribution           2,295   2,295 
                 
Shareholder distribution from a variable interest entity           (54,588)   (54,588)
                 
Net loss           (691,123)   (691,123)
                 
Balance, December 31, 2010   2,250,000   184,000   (1,123,095)   (939,095)
 

The accompanying notes are an integral part of these consolidated financial statements
 
 

5



 
 

BIOZONE LABORATORIES, INC.  
CONSOLIDATED STATEMENTS OF CASH FLOWS  

(Audited)  
  
  Year Ended December 31,  
  2010   2009  
       
Cash flows from operating activities       

Net loss  $ (691,123)  $ (180,810)
Adjustments to reconcile net loss to net cash         
provided by (used in) operating activities:         

         
Bad debt expense   554,343   551,853 
Depreciation and Amortization   446,960   466,773 
Inventory write-down   121,751   91,166 
Deferred income taxes   (95,945)   (28,853)

Changes in assets and liabilities:         
Accounts receivable   (609,498)   449,017 
Inventories   (246,210)   (627,544)
Prepaid expenses and other current assets   (6,775)   (6,384)
Accounts payable   238,483   (126,730)
Accrued expenses and other current liabilities   (71,160)   (2,115)

Net cash provided by (used in) operating activities   (359,174)   586,373 
         
Cash flows from investing activities         

Purchase of property and equipment   (131,007)   (25,995)
Net cash used in investing activities   (131,007)   (25,995)

         
Cash flows from financing activities         

Repayments of short-term loan   (73,757)   (190,849)
Repayments of long term debt   (184,166)   (170,097)
Advance from shareholder   375,321   195,743 
Distributions to shareholder, net of contribution from variable interest entity   (52,293)   (62,755)

Net cash provided by (used in) financing activities   65,105   (227,958)
         
Net increase (decrease) in cash and cash equivalents   (425,076)   332,420 
         
Cash and cash equivalents, beginning of year   542,197   209,777 
         
Cash and cash equivalents, end of year  $ 117,121  $ 542,197 
         
Supplemental disclosures of cash flow information:         
         

Interest paid  $ 631,177  $ 487,413 
Income taxes paid   -   - 

         
Non-cash financing activity:         
Capital lease obligations incurred for purchase of property and equipment  $ 240,795   - 
 

The accompanying notes are an integral part of these consolidated financial statements
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BioZone Laboratories, Inc.
Notes to Consolidated Financial Statements

December 31, 2010
 
NOTE 1 – BUSINESS DESCRIPTION
 
Biozone Laboratories, Inc. (the “Company”) was incorporated under the laws of the State of California and is a developer, manufacturer,
and marketer of over-the-counter drugs and preparations, cosmetics, and nutritional supplements on behalf of health care product marketing
companies and national retailers. In addition, we have been developing our proprietary drug delivery technology (the “BioZone
Technology”) as an enhancement for approved, generic prescription drugs that are limited due to poor stability or bioavailability or variable
absorption.
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Going Concern
 
The accompanying consolidated financial statements have been prepared on a going concern basis, which contemplates the Company will
continue to realize its assets and discharge its liabilities in the normal course of business.  As of December 31, 2010, the Company had a
shareholders’ deficiency of $939,095, negative working capital of $983,716 and has sustained losses for the years ended December 31,
2010 and 2009. In addition, on August 15, 2011, the holder of the Company’s notes payable - bank declared the entire unpaid principal
amount and accrued interest of these loans immediately due and payable. As of September 9, 2011, these loans were paid in full. The
continuation of the Company as a going concern is dependent upon, among other things, the ability of the Company to obtain necessary
equity or debt financing and the attainment of profitable operations.  These factors, among others, raise substantial doubt regarding the
Company’s ability to continue as a going concern. These financial statements do not give any effect to any adjustments that would be
necessary should the Company be unable to continue as a going concern. We are in discussions with bankers and our significant
shareholders regarding financing alternatives and are reviewing our cost structure to identify any inefficiencies and opportunities for
reductions.
 
Basis of Consolidation
 
The consolidated financial statements include the accounts of BioZone Laboratories, Inc. and 580 Garcia Properties, LLC, (“580 Garcia”).
580 Garcia owns the land and building used by the Company and is owned by one of the shareholders of the Company. The Company has
determined that 580 Garcia meets the conditions of ASC Topic 810 as a Variable Interest Entity, and therefore has consolidated the
accounts of 580 Garcia into its financial statements.  The Company is a guarantor of 580 Garcia’s mortgage loan payable on the property
(see Note 6), and sole tenant in the property owned by 580 Garcia.
 
Use of Estimates
 
The preparation of the financial statements in conformity with generally accepted accounting principles (“GAAP”) requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the dates of the financial statements and the reported amounts of revenue and expenses during the reporting periods. Actual results could
differ from those estimates. These estimates and assumptions include, but not limited to, the collectability of accounts receivable and
deferred taxes and related valuation allowances. Certain of our estimates, including evaluating the collectability of accounts receivable,
could be affected by external conditions, including those unique to our industry, and general economic conditions. It is possible that these
external factors could have an effect on our estimates that could cause actual results to differ from our estimates. We re-evaluate all of our
accounting estimates at least quarterly based on these conditions and record adjustments when necessary.
 
Cash and Cash Equivalents
 
We consider all short-term highly liquid investments with an original maturity at the date of purchase of three months or less to be cash
equivalents.
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The Company maintains cash balances at various financial institutions.  Accounts at each institution are insured by the Federal Deposit
Insurance Corporation up to $250,000.  The Company's accounts at these institutions may, at times, exceed the Federally insured
limits.  The Company has not experienced any losses in such accounts.
 
Revenue Recognition
 
The Company operates as a contract manufacturer and produces finished goods according to customer specifications. The agreements with
customers do not contain any rights of return other than for goods that fail to meet the specifications provided by the customer. The
Company has not experienced any significant returns from customers and accordingly, in management’s opinion, no reserve for returns is
provided. We record revenue when persuasive evidence of an arrangement exists, services have been rendered or product delivery has
occurred, the selling price to the customer is fixed or determinable and collectability of the revenue is reasonably assured.
 
Accounts Receivable and Allowance for Doubtful Accounts Receivable
 
We have a policy of reserving for uncollectible accounts based on our best estimate of the amount of probable credit losses in our existing
accounts receivable. We extend credit to our customers based on an evaluation of their financial condition and other factors. We generally
do not require collateral or other security to support accounts receivable. We perform ongoing credit evaluations of our customers and
maintain an allowance for potential bad debts if required.
 
We determine whether an allowance for doubtful accounts is required by evaluating specific accounts where information indicates the
customers may have an inability to meet financial obligations. In these cases, we use assumptions and judgment, based on the best available
facts and circumstances, to record a specific allowance for those customers against amounts due to reduce the receivable to the amount
expected to be collected. These specific allowances are re-evaluated and adjusted as additional information is received. The amounts
calculated are analyzed to determine the total amount of the allowance. We may also record a general allowance as necessary.
 
Direct write-offs are taken in the period when we have exhausted our efforts to collect overdue and unpaid receivables or otherwise
evaluate other circumstances that indicate that we should abandon such efforts.
 
Inventories
 
Inventories are stated at the lower of cost, determined using the weighted average cost method, and net realizable value.  Net realizable
value is the estimated selling price, in the ordinary course of business, less estimated costs to complete and dispose of the product.
 
Fair Value Measurements
 
We adopted the provisions of ASC Topic 820, “Fair Value Measurements and Disclosures”, which  defines fair value as used in numerous
accounting pronouncements, establishes a framework for measuring fair value and expands disclosure of fair value measurements.
 
The estimated fair value of certain financial instruments, including cash and cash equivalents, accounts receivable, accounts payable and
accrued expenses are carried at historical cost basis, which approximates their fair values because of the short-term nature of these
instruments. The carrying amounts of our short and long-term credit obligations approximate fair value because the effective yields on
these obligations are comparable to rates of returns for instruments of similar credit risk.
 
ASC 820 defines fair value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the measurement
date. ASC 820 also establishes a fair value hierarchy, which requires an entity to maximize the use of observable inputs and minimize the
use of unobservable inputs when measuring fair value. ASC 820 describes three levels of inputs that may be used to measure fair value:
 
 Level 1 — quoted prices in active markets for identical assets or liabilities
 
 Level 2 — quoted prices for similar assets and liabilities in active markets or inputs that are observable
 
 Level 3 — inputs that are unobservable (for example cash flow modeling inputs based on assumptions)
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Concentration of Credit Risk
 
Financial instruments that potentially expose us to concentrations of credit risk consist principally of cash and cash equivalents. We
maintain our cash accounts at high quality financial institutions with balances, at times, in excess of Federally insured limits. Management
believes that the financial institutions that hold our deposits are financially sound and therefore pose minimal credit risk.
 
Property and Equipment
 
Property and equipment are stated at cost less accumulated depreciation. Depreciation is provided for on a straight-line basis over the useful
lives of the assets. Expenditures for additions and improvements are capitalized; repairs and maintenance are expensed as incurred.
 
Impairment of long lived assets
 
Long-lived assets are reviewed for impairment when circumstances indicate the carrying value of an asset may not be recoverable.  For
assets that are to be held and used, impairment is recognized when the estimated undiscounted cash flows associated with the asset or group
of assets is less than their carrying value.  If impairment exists, an adjustment is made to write the asset down to its fair value, and a loss is
recorded as the difference between the carrying value and fair value.  Fair values are determined based on quoted market values,
discounted cash flows or internal and external appraisals, as applicable.  Assets to be disposed of are carried at the lower of carrying value
or estimated net realizable value.
 
Research and development
 
Research and development expenditures are charged to operations as incurred.
 
Income Taxes
 
We use the asset and liability method of accounting for income taxes in accordance with ASC Topic 740, “Income Taxes.” Under this
method, income tax expense is recognized for the amount of: (i) taxes payable or refundable for the current year and (ii) deferred tax
consequences of temporary differences resulting from matters that have been recognized in an entity’s financial statements or tax returns.
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in the results of operations in the period that includes the enactment date. A valuation allowance is provided to reduce the
deferred tax assets reported if, based on the weight of the available positive and negative evidence, it is more likely than not some portion
or all of the deferred tax assets will not be realized.
 
ASC Topic 740.10.30 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial statements and
prescribes a recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return. ASC Topic 740.10.40 provides guidance on derecognition, classification, interest and
penalties, accounting in interim periods, disclosure, and transition. We have no material uncertain tax positions for any of the reporting
periods presented.
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NOTE 3 - INVENTORIES
 
Inventories consist of the following:
 

  
December 31,

2010   
December 31,

2009  
       
Raw Material  $ 1,659,569  $ 1,621,000 
Work-in-Process   428,730   311,752 
Finished Goods   103,240   134,328 

Total  $ 2,191,539  $ 2,067,080 
 
NOTE 4 – PROPERTY AND EQUIPMENT
 
A summary of property and equipment and the estimated useful lives used in the computation of depreciation and amortization is as
follows:
 

  Useful Life   
December 31,

2010   
December 31,

2009  
          
Vehicles  5 years    271,607   267,755 
Furniture and Fixtures  10 years    60,935   60,936 
Computers  5 years    142,978   142,978 
Manufacturing Equipment  10 years    3,938,440   3,629,734 
Lab Equipment  10 years    413,198   402,803 
Building Improvements  19 years    1,545,758   1,496,909 
Building  40 years    571,141   571,141 
Land   -    380,000   380,000 
       7,324,057   6,952,256 
Accumulated Depreciation       (4,067,184)   (3,620,763)
Net       3,256,873   3,331,493 
 
NOTE 5 – NOTE RECEIVABLE – RELATED PARTY
 
Note receivable – related party represents amounts due to the Company from Equalan Pharma, LLC (“Equalan”), an entity that has
substantially common ownership as the Company. The note is non-interest bearing, unsecured and is due in December 2018.
 
NOTE 6 – NOTES PAYABLE - BANK
 
Notes payable - bank consists of the following:
 

  
December 31,

2010   
December 31,

2009  
       
Borrowings under $2 million line of credit  $ 1,378,155   1,268,655 
$800,000 term loan   660,900   800,000 
         
  $ 2,039,055  $ 2,068,655 
 
These obligations bear interest at an annual rate of Prime plus 0.5% payable monthly and are collateralized by a first priority lien on all of
the borrower’s assets. In addition, our President and Chief Scientific Officer and our Executive Vice President, each of whom is a
significant shareholder of the Company, have each personally guaranteed full repayment of these loans.
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The obligations contain certain negative covenants, including a prohibition on incurring any debt outside of the normal course of business,
and certain events of default, including any breach of the negative covenants, certain bankruptcy or insolvency events or a change of
ownership of more than 25% of the Company’s common stock (see Note 13.)
 
NOTE 7 – NOTES PAYABLE - SHAREHOLDER
 
This amount is due to our Executive Vice President for advances made to the Company, bears interest at a weighted average rate of
approximately 10% and is due on demand. The Company disagrees with the shareholder as to the balance due and has recorded the full
amount claimed by the shareholder.
 
NOTE 8 – LONG-TERM DEBT
 

  
December 31,

2010   
December 31,

2009  
Notes payable of the Company       
Capitalized lease obligations bearing interest at rates ranging from 8.6% to 16.3%,       

payable in monthly installments of  $168 to $1,589, inclusive of interest  $ 445,413   339,669 
City of Pittsburg Redevelopment Agency, 3% interest, payable in monthly installments   304,721   338,878 

of $3,640 inclusive of interest         
Other   100,000   110,000 
Notes payable of 580 Garcia         
Mortgage payable collateralized by the land and building,         

payable in monthly installments of $20,794, inclusive of interest at 7.24% per annum   2,703,142   2,752,257 
  $ 3,553,276  $ 3,540,804 
Less: current portion   277,299   205,198 
  $ 3,275,977  $ 3,335,606 
 
Long-term debt (excluding capital leases) matures as follows:
 

12/31/2011  $ 101,507 
12/31/2012   106,797 
12/31/2013   112,435 
12/31/2014   118,446 
12/31/2015   124,766 
Thereafter   2,543,912 

  $ 3,107,863 
 
Future minimum annual lease payments for capital leases in effect at December 31, 2010 are as follows:
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12/31/11  $ 204,409 
12/31/12   161,740 
12/31/13   76,323 
12/31/14   57,482 
12/31/15   16,811 

Thereafter   - 
   516,765 

Less interest portion   (71,352)
  $ 445,413 
 
NOTE 9 – INCOME TAXES
 
The reconciliation of income tax benefit at the U.S. statutory rate of 34% for the years ended December 31, 2010 and 2009 to the
Company’s effective tax rate is as follows:
 
  Years Ended

  
December 31,

2010   
December 31,

2009  
       
U.S. federal statutory rate   (34%)   (34%)
State income tax, net of federal benefit   (6%)   (6%)
Increase in valuation allowance   28%   26%
Income Tax (benefit)   (12%)   (14%)
 
The benefit for income tax is summarized as follows:
 
  Years Ended  

  
December 31,

2010   
December 31,

2009  
       
Federal:       

Current  $ -  $ - 
Deferred   (81,553)   (24,182)

State and Local:         
Current   -   - 
Deferred   (14,392)   (4,268)

Income tax provision (benefit)  $ (95,945)  $ (28,450)
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The tax effects of temporary differences that give rise to the Company’s net deferred tax liability as of December 31, 2010 and 2009 are
as follows:
 
       

  
December 31,

2010   
December 31,

2009  
       
Deferred Tax Assets       

Net operating losses  $ 274,138  $ 55,254 
Allowance for doubtful accounts   47,342   33,542 

   321,480   88,797 
Less: Valuation allowance   (274,138)   (55,254)

   47,342   33,542 
Deferred Tax Liability         

Depreciation   (146,093)   (228,238)
         

Total deferred tax liability  $ (98,751)  $ (194,695)
 
As of December 31, 2010 and 2009, the Company had approximately $685,000 and $138,000 of Federal and state net operating loss
carryovers (“NOLs”) which begin to expire in 2028. Utilization of the NOLs may be subject to limitation under Internal Revenue Code
Section 382 should there be a greater than 50% ownership change as determined under regulations. A change of ownership occurred in June
2011 which resulted in an annual limitation on the usage of the Company's losses that are available through 2028.
 
In assessing the realization of deferred tax assets, management considers whether it is more likely than not that some portion or all of the
deferred tax assets will be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable
income during the periods in which those temporary differences become deductible. Management considers the scheduled reversal of
deferred tax liabilities, projected future taxable income and tax planning strategies in making this assessment. Based on the assessment,
management has established a full valuation allowance against all of the deferred tax asset relating to the NOL’s for every period because it
is more likely than not that all of the deferred tax asset will not be realized.
 
NOTE 10 - CONCENTRATIONS
 
Approximately, 30% and 11% of the Company’s sales for the years ended December 31, 2010 were made to two
customers.  Approximately, 31% of the Company’s sales for the year ended December 31, 2009 were made to one customer.
 
NOTE 11– COMMITMENTS AND CONTINGENCIES
 
Leases
 
The Company is committed under operating leases for its properties, which provide for annual rentals of approximately $336,500 plus
additional common charges through September 2014. Rental expense charged to operations for the years ended December 31, 2010 and
2009 was approximately $355,000 and $367,000, respectively.
 
NOTE 12 – RELATED PARTY TRANSACTIONS
 
Sales to a related party were approximately $190,000 and $188,000 for the years ended December 31, 2010 and 2009, respectively.
 
Purchases from a related party were approximately $209,000 and $158,000 for the years ended December 31, 2010 and 2009, respectively.
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The Company received approximately $33,000 per year from a related party for use of the Company’s warehouse in the years ended
December 31, 2010 and 2009, which amount is shown as a reduction of rental expense and included in cost of sales on the accompanying
statement of operations.
 
NOTE 13 – SUBSEQUENT EVENTS
 
On June 30, 2011, the Company entered into stock purchase agreements with BioZone Pharmacueuticals, Inc. (“BioZone Pharma”)
pursuant to which BioZone Pharma purchased 100% of the outstanding common stock of the Company.
 
On August 15, 2011, the holder of the notes payable – bank declared the entire unpaid balance and accrued interest of the notes
immediately due and payable as a result of a default caused by the acquisition of the Company by BioZone Pharma referred to above.  On
September 9, 2011, the notes and all accrued interest were paid in full.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
To the Board of Directors of
Equalan Pharma, LLC.
 
We have audited the accompanying balance sheets of Equalan Pharma, LLC as of December 31, 2010 and 2009, and the related statements
of operations and changes in members’ equity (deficiency) and cash flows for the years then ended.  These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audit.
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.  An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Equalan Pharma,
LLC as of December 31, 2010 and 2009, and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.
 
/s/ Paritz and Co. P.A.
 
 
 
Hackensack, N.J.
August 25, 2011, except as to the last paragraph
of Note 6, which is dated September 9, 2011.
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EQUALAN PHARMA, LLC  
BALANCE SHEETS  

       
  December 31,  
  2010   2009  
ASSETS       
       
Current assets:       

Cash and cash equivalents  $ 53,042  $ 39,052 
Account receivable - trade   50,111   38,692 
                             - related party   388,693   178,274 
Inventories   238,904   307,226 
Prepaid expenses and other current assets   1,832   - 

Total current assets   732,582   563,244 
         

Other assets   23,714   30,577 
         

Total Assets  $ 756,296  $ 593,821 
         
LIABILITIES AND MEMBERS' EQUITY (DEFICIENCY)      
         
Current liabilities:         
         

Notes payable - bank   231,904   295,000 
Accounts payable - trade   42,643   49,806 
                           - related party   411,816   326,683 
Accrued expenses and other current liabilities   15,169   17,282 

Total current liabilities and total liabilities   701,532   688,771 
         
Members' equity (deficiency)   54,764   (94,950)
         

Total liabilities and members' equity (deficiency)  $ 756,296  $ 593,821 
 

The accompanying notes are an integral part of these financial statements.
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EQUALAN PHARMA, LLC  
STATEMENTS OF OPERATIONS AND CHANGES IN MEMBERS' EQUITY (DEFICIENCY)  

  
       
  For The Year Ended December 31,  
  2010   2009  
       
Sales  $ 852,465  $ 712,333 
         
Cost of sales   326,348   551,114 
         
Gross profit   526,117   161,219 
         
Operating Expenses:         

General and adminstrative expenses   347,600   345,337 
         
Income (Loss) from operations   178,517   (184,118)
         

Interest expense   28,803   21,789 
         
Net income   149,714   (205,907)
         
Members' equity (deficiency) beginning of year   (94,950)   110,957 
         
Members' equity (deficiency) end of year  $ 54,764  $ (94,950)
 

The accompanying notes are an integral part of these financial statements.
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EQUALAN PHARMA LLC  
STATEMENTS OF CASH FLOWS  

       
  Year Ended December 31,  
  2010   2009  
Cash flows from operating activities       

Net income (loss)  $ 149,714  $ (205,907)
         

Adjustment to reconcile net income (loss) to net cash         
provided by operating activities:         

         
Amortization   7,824   7,824 

         
Changes in operating assets and liabilities:         

Accounts receivable - trade   (11,419)   52,673 
related party   (210,419)   (19,874)

Inventories   68,322   232,316 
Prepaid expenses and other current assets   (1,833)   - 
Accounts payable - trade   (7,522)   29,062 

related party   85,133   - 
Accrued expenses and other current liabilities   (1,752)   (6,834)

Net cash provided by operating activities   78,048   89,260 
         
Cash flows from investing activities         

Purchase of intangible assets   (961)     
Net cash used in investing activities   (961)   - 

         
Cash flows from financing activities         
     Repayments of short-term loans   (63,097)   (90,000)

Net cash used in financing activities   (63,097)   (90,000)
         
Net increase (decrease) in cash and cash equivalents   13,990   (740)
         
Cash and cash equivalents - beginning of year   39,052   39,792 
         
Cash and cash equivalents -  end of year  $ 53,042  $ 39,052 
         
Supplemental disclosures of cash flow information:         
         

Interest paid  $ 16,027  $ 21,789 
 

The accompanying notes are an integral part of these financial statements.
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Equalan Pharma, LLC
Notes to Consolidated Financial Statements

December 31, 2010
 
NOTE 1 – Business
 
Equalan Pharma, LLC (the “Company”) was formed as a limited liability company under the laws of the State of California and is a
California based specialty pharmaceutical company dedicated to dermatology.  The focus of the company is to design, develop and market
unique esthetic and dermatological products. The company has one proprietary brand called GLYDERM.
 
NOTE 2 - Summary of Significant Accounting Policies
 

Use of Estimates
 
The preparation of the financial statements in conformity with Generally Accepted Accounting Principles (“GAAP”) requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the dates of the financial statements and the reported amounts of revenue and expenses during the reporting periods. Actual
results could differ from those estimates. These estimates and assumptions include, but are not limited to, the collectability of accounts
receivable. Certain of our estimates, including evaluating the collectability of accounts receivable, could be affected by external conditions,
including those unique to our industry, and general economic conditions. It is possible that these external factors could have an effect on
our estimates that could cause actual results to differ from our estimates. We re-evaluate all of our accounting estimates at least quarterly
based on these conditions and record adjustments when necessary.
 
Cash and Cash Equivalents
 
We consider all short-term highly liquid investments with an original maturity at the date of purchase of three months or less to be cash
equivalents.
 
The Company maintains cash balances at various financial institutions.  Accounts at each institution are insured by the Federal Deposit
Insurance Corporation up to $250,000.  The Company's accounts at these institutions may, at times, exceed the Federally insured
limits.  The Company has not experienced any losses in such accounts
 
Revenue Recognition
 
The Company sells its merchandise directly to dermatologists and to an online retailer. The agreements with customers do not contain any
rights of return other than for goods that fail to meet the specifications provided by the customer. The Company has not experienced any
significant returns from customers and accordingly, in management’s opinion, no reserve for returns is provided. We record revenue when
persuasive evidence of an arrangement exists, services have been rendered or product delivery has occurred, the selling price to the
customer is fixed or determinable and collectability of the revenue is reasonably assured.
 
Accounts Receivable and Allowance for Doubtful Accounts Receivable
 
We have a policy of reserving for uncollectible accounts based on our best estimate of the amount of probable credit losses in our existing
accounts receivable. We extend credit to our customers based on an evaluation of their financial condition and other factors. We generally
do not require collateral or other security to support accounts receivable. We perform ongoing credit evaluations of our customers and
maintain an allowance for potential bad debts if required.
 
We determine whether an allowance for doubtful accounts is required by evaluating specific accounts where information indicates the
customers may have an inability to meet financial obligations. In these cases, we use assumptions and judgment, based on the best available
facts and circumstances, to record a specific allowance for those customers against amounts due to reduce the receivable to the amount
expected to be collected. These specific allowances are re-evaluated and adjusted as additional information is received. The amounts
calculated are analyzed to determine the total amount of the allowance. We may also record a general allowance as necessary.
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Direct write-offs are taken in the period when we have exhausted our efforts to collect overdue and unpaid receivables or otherwise
evaluate other circumstances that indicate that we should abandon such efforts. The Company has no allowance for doubtful accounts in
2010 and 2009.
 

Inventories
 
Inventories are stated at the lower of cost, determined using the weighted average cost method, and net realizable value.  Net realizable
value is the estimated selling price, in the ordinary course of business, less estimated costs to complete and dispose of the product.
 
Fair Value Measurements
 
We adopted the provisions of ASC Topic 820, “Fair Value Measurements and Disclosures”, which  defines fair value as used in numerous
accounting pronouncements, establishes a framework for measuring fair value and expands disclosure of fair value measurements.
 
The estimated fair value of certain financial instruments, including cash and cash equivalents, accounts receivable, accounts payable and
accrued expenses are carried at historical cost basis, which approximates their fair values because of the short-term nature of these
instruments. The carrying amounts of our short and long term credit obligations approximate fair value because the effective yields on
these obligations, which include contractual interest rates taken together with other features such as concurrent issuances of warrants and/or
embedded conversion options, are comparable to rates of returns for instruments of similar credit risk.
 
ASC 820 defines fair value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the measurement
date. ASC 820 also establishes a fair value hierarchy, which requires an entity to maximize the use of observable inputs and minimize the
use of unobservable inputs when measuring fair value. ASC 820 describes three levels of inputs that may be used to measure fair value:
 
 Level 1 — quoted prices in active markets for identical assets or liabilities
 
 Level 2 — quoted prices for similar assets and liabilities in active markets or inputs that are observable
 
 Level 3 — inputs that are unobservable (for example cash flow modeling inputs based on assumptions)
 
Concentration of Credit Risk
 
Financial instruments that potentially expose us to concentrations of credit risk consist principally of cash and cash equivalents. We
maintain our cash accounts at high quality financial institutions with balances, at times, in excess of federally insured limits. The Company
has not experienced any losses in such accounts.
 

Property and Equipment
 
Property and equipment are stated at cost less accumulated depreciation. Depreciation is provided for on a straight-line basis over the useful
lives of the assets. Expenditures for additions and improvements are capitalized; repairs and maintenance are expensed as incurred.
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Impairment of long lived assets
 
Long-lived assets are reviewed for impairment when circumstances indicate the carrying value of an asset may not be recoverable.  For
assets that are to be held and used, impairment is recognized when the estimated undiscounted cash flows associated with the asset or group
of assets is less than their carrying value.  If impairment exists, an adjustment is made to write the asset down to its fair value, and a loss is
recorded as the difference between the carrying value and fair value.  Fair values are determined based on quoted market values,
discounted cash flows or internal and external appraisals, as applicable.  Assets to be disposed of are carried at the lower of carrying value
or estimated net realizable value.
 

Income Taxes
 
No provision for income taxes is made since the Company is treated as a partnership and the income or loss is passed through to the
members.
 
NOTE 3 – Notes Payable – Bank
 
These obligations bear interest at an annual rate of Prime plus 0.5% payable monthly and are collateralized by a first priority lien on all of
the borrower’s assets.
 
The obligations contain certain negative covenants, including prohibition on incurring any debt outside of the normal course of business,
and certain events of default including breach of the negative covenants, certain bankruptcy or insolvency events or a change of ownership
of more than 25% of the Company’s membership interests (see Note 6).
 
NOTE 4 – Related Parties
 
Balances:       
  December 31,  
  2010   2009  
Trade receivables from a company under common ownership, non-interest bearing and due on
demand  $ 388,692  $ 178,274 
         
Trade payables to a company under common ownership, non-interest bearing and due on demand  $ 411,816  $ 326,683 
 
Transactions:  Year Ended December 31,  
  2010   2009  
       
Payment to related party for use of warehouse  $ 33,000  $ 33,000 
         
Purchases from company under common ownership  $ 209,227  $ 157,891 
 
NOTE 5 – Concentrations
 
Approximately 12% and 12% of the Company’s sales for the year ended December 31, 2010 were made to two customers.  Approximately
11% of the Company’s sales for the year ended December 31, 2009 were made to one customer.
 
NOTE 6 - Subsequent Events
 
On June 30, 2011, 100% of the Company’s membership interests were acquired by Biozone Pharmaceuticals, Inc.
 
On August 15, 2011, the holder of the notes payable – bank declared the entire unpaid balance and accrued interest of the notes
immediately due and payable as a result of a default caused by the acquisition of the Company by BioZone Pharma referred to above.  As
of September 9, 2011, the notes and all accrued interest were paid in full.
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FINANCIAL STATEMENTS
 
Report of Independent Registered Public Accounting Firm
 
Balance Sheets as of December 31, 2010 and 2009
 
Statements of Operations and Changes in Members’ Equity for the years ended December 31, 2010 and 2009
 
Statements of Cash Flows for the years ended December 31, 2010 and 2009
 
Notes to the Consolidated Financial Statements
 
 

1



 
 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
To the Board of Directors of
Equachem, LLC
 
We have audited the accompanying balance sheets of Equachem, LLC as of December 31, 2010 and 2009, and the related statements of
operations, changes in shareholders’ equity and cash flows for the years then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements based on our audit.
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.  An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Equachem, LLC as
of December 31, 2010 and 2009, and the results of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.
 
/s/ Paritz and Co. P.A.
 
 
 
Hackensack, N.J.
August 25, 2011
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EQUACHEM, LLC  
BALANCE SHEETS  

       
  December 31,  
  2010   2009  
       
ASSETS       
       
Current assets:       

Cash and cash equivalents  $ 58,532  $ 6,159 
Accounts receivable - trade   86,548   20,685 
                               - related party   399,078   198,851 
Inventories   73,156   67,839 

         
Total current assets and total assets   617,314   293,534 

         
LIABILITIES AND MEMBERS' EQUITY         
         
Current liabilities:         
         

Accounts payable - trade   16,575   24,006 
                            - related party   388,693   177,192 

         
Total current liabilities and total liabilities   405,268   201,198 
         
Members' equity   212,046   92,336 
         

Total liabilities and members' equity  $ 617,314  $ 293,534 
 

The accompanying notes are an integral part of these financial statements.
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EQUACHEM, LLC  
STATEMENTS OF OPERATIONS AND CHANGES IN MEMBERS' EQUITY  

  
  For The Year Ended December 31,  
  2010   2009  
       
Revenues:       

  Sales  $ 292,015  $ 181,394 
  Royalties   95,518   48,800 

Total revenues   387,533   230,194 
         
Cost of sales   50,067   41,035 
         
Gross profit   337,466   189,159 
         
Operating Expenses:         

General and adminstrative expenses   217,756   191,973 
         
Net Income (Loss)   119,710   (2,814)
         
Members' equity - beginning of year   92,336   95,150 
         
Members' equity - end of year  $ 212,046  $ 92,336 
 

The accompanying notes are an integral part of these financial statements.
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EQUACHEM, LLC  
STATEMENTS OF CASH FLOWS  

       
  Year Ended December 31,  
  2010   2009  
Cash flows from operating activities       

Net income (loss)  $ 119,710  $ (2,814)
Changes in assets and liabilities:         

Account receivable - trade   (65,863)   28,550 
                             - related party   (200,227)   11,238 
Inventories   (5,317)   (42,816)
Prepaid expenses and other current assets   -     
Due from affiliates         
Accounts payable - trade   (7,431)   5,577 
                           - related party   211,501   - 

         
Net cash provided by (used in) operating activities   52,373   (265)

         
Net increase (decrease) in cash and cash equivalents   52,373   (265)
         
Cash and cash equivalents, beginning of year   6,159   6,424 
         
Cash and cash equivalents, end of year  $ 58,532  $ 6,159 
 

The accompanying notes are an integral part of these financial statements.
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 Equachem, LLC
Notes to Consolidated Financial Statements

December 31, 2010
NOTE 1 – Business
 
Equachem, LLC (the Company) was formed as a limited liability company under the laws of the State of California. It sells pharmaceutical
raw materials to BioZone Laboratories, Inc. (“BioZone Labs”), an entity that has substantially common ownership as the Company, and
unrelated companies and licenses its intellectual property related to drug delivery technology to various drug manufacturers in exchange for
royalties.
 
NOTE 2 - Summary of Significant Accounting Policies
 

Use of Estimates
 
The preparation of the financial statements in conformity with Generally Accepted Accounting Principles (“GAAP”) requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the dates of the financial statements and the reported amounts of revenue and expenses during the reporting periods. Actual results could
differ from those estimates. Certain of our estimates, including evaluating the collectability of accounts receivable, could be affected by
external conditions, including those unique to our industry, and general economic conditions. It is possible that these external factors could
have an effect on our estimates that could cause actual results to differ from our estimates. We re-evaluate all of our accounting estimates at
least quarterly based on these conditions and record adjustments when necessary.
 
Cash and Cash Equivalents
 
We consider all short-term highly liquid investments with an original maturity at the date of purchase of three months or less to be cash
equivalents.
 
The Company maintains cash balances at various financial institutions.  Accounts at each institution are insured by the Federal Deposit
Insurance Corporation up to $250,000.  The Company's accounts at these institutions may, at times, exceed the Federally insured limits.  The
Company has not experienced any losses in such accounts
 
Revenue Recognition
 
The Company operates as a reseller of pharmaceutical raw materials and licensor of intellectual property. Revenue from the sale of raw
materials is recorded when persuasive evidence of an arrangement exists, services have been rendered or product delivery has occurred, the
selling price to the customer is fixed or determinable and collectability of the revenue is reasonably assured. The agreements with customers
do not contain any rights of return other than for goods that fail to meet the specifications provided by the customer. The Company has not
experienced any significant returns from customers and accordingly, in management’s opinion, no reserve for returns is provided.  Revenue
from the licensing of intellectual property is recorded when reported to us by the licensee.
 
Accounts Receivable and Allowance for Doubtful Accounts Receivable
 
We have a policy of reserving for uncollectible accounts based on our best estimate of the amount of probable credit losses in our existing
accounts receivable. We extend credit to our customers based on an evaluation of their financial condition and other factors. We generally do
not require collateral or other security to support accounts receivable. We perform ongoing credit evaluations of our customers and maintain
an allowance for potential bad debts if required.
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We determine whether an allowance for doubtful accounts is required by evaluating specific accounts where information indicates the
customers may have an inability to meet financial obligations. In these cases, we use assumptions and judgment, based on the best available
facts and circumstances, to record a specific allowance for those customers against amounts due to reduce the receivable to the amount
expected to be collected. These specific allowances are re-evaluated and adjusted as additional information is received. The amounts
calculated are analyzed to determine the total amount of the allowance. We may also record a general allowance as necessary.
 
Direct write-offs are taken in the period when we have exhausted our efforts to collect overdue and unpaid receivables or otherwise evaluate
other circumstances that indicate that we should abandon such efforts. The Company has no allowance for doubtful accounts at December
31, 2010 and 2009.
 

Inventories
 
Inventories, consisting of finished goods, are stated at the lower of cost, determined using the weighted average cost method, and net
realizable value.  Net realizable value is the estimated selling price, in the ordinary course of business, less estimated costs to complete and
dispose of the product.
 
Fair Value Measurements
 
We adopted the provisions of ASC Topic 820, “Fair Value Measurements and Disclosures”, which  defines fair value as used in numerous
accounting pronouncements, establishes a framework for measuring fair value and expands disclosure of fair value measurements.
 
The estimated fair value of certain financial instruments, including cash and cash equivalents, accounts receivable, accounts payable and
accrued expenses are carried at historical cost basis, which approximates their fair values because of the short-term nature of these
instruments.
 
ASC 820 defines fair value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the measurement
date. ASC 820 also establishes a fair value hierarchy, which requires an entity to maximize the use of observable inputs and minimize the use
of unobservable inputs when measuring fair value. ASC 820 describes three levels of inputs that may be used to measure fair value:
 
 Level 1 — quoted prices in active markets for identical assets or liabilities
 
 Level 2 — quoted prices for similar assets and liabilities in active markets or inputs that are observable
 
 Level 3 — inputs that are unobservable (for example cash flow modeling inputs based on assumptions)
 
Concentration of Credit Risk
 
Financial instruments that potentially expose us to concentrations of credit risk consist principally of cash and cash equivalents. We maintain
our cash accounts at high quality financial institutions with balances, at times, in excess of federally insured limits. The Company has not
experienced any losses in such accounts.
 

Impairment of long lived assets
 
Long-lived assets are reviewed for impairment when circumstances indicate the carrying value of an asset may not be recoverable.  For
assets that are to be held and used, impairment is recognized when the estimated undiscounted cash flows associated with the asset or group
of assets is less than their carrying value.  If impairment exists, an adjustment is made to write the asset down to its fair value, and a loss is
recorded as the difference between the carrying value and fair value.  Fair values are determined based on quoted market values, discounted
cash flows or internal and external appraisals, as applicable.  Assets to be disposed of are carried at the lower of carrying value or estimated
net realizable value.
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Income Taxes
 
No provision for income taxes is made since the Company is treated as a partnership and the income or loss is passed through to the
members.
 
NOTE 3 – Related Party Transactions and Balances
 
Balances:       
  December 31,  
  2010   2009  
Trade receivables from a company under common ownership, non-interest bearing and due on
demand  $ 399,078  $ 198,851 
         
Trade payables to a company under common ownership, non-interest bearing and due on demand  $ 388,693  $ 177,192 

 
Transactions:       
  Year Ended December 31,  
  2010   2009  
       
Sales to company under common ownership  $ 201,185  $ 116,475 
 
NOTE 4 – Concentrations
 
Approximately 11% and 23% of the Company’s sales for the years ended December 31, 2010 and 2009 were made to one customer.  As of
December 31, 2010, approximately 45% of the Company’s accounts receivable was from this customer.  All of the Company’s royalties were
generated from one customer.
 
NOTE 5 - Subsequent Events
 
On June 30, 2011, the Company entered into stock purchase agreements with BioZone Pharmaceuticals, Inc. (“BioZone Pharma”) pursuant
to which BioZone Pharma purchased 100% of the outstanding membership interests of the Company.
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Exhibit 99.5                      PRO FORMA FINANCIAL INFORMATION
 

BIOZONE PHARMACEUTICALS, INC.
INTRODUCTION TO PRO FORMA CONDENSED

COMBINED FINANCIAL STATEMENTS
(Unaudited)

 
The following unaudited pro forma condensed combined financial statements give effect to the merger between BioZone Pharmaceuticals,
Inc. (“BioZone Pharma”) and BioZone Laboratories, Inc. (“BioZone Labs”), Equalan Pharma, LLC (“Equalan”), Equachem LLC
(“Equachem”) and BetaZone, LLC (“BetaZone”) (all of which collectively are referred to as “the BioZone Group”), and the issuance by
BioZone Pharma prior to June 30, 2011 of convertible notes payable.
 
On June 30, 2011, BioZone Pharma entered into (i) stock purchase agreements with the shareholders of BioZone  Labs pursuant to which
BioZone Pharma purchased 100% of the outstanding common stock of BioZone Labs; (ii) LLC Membership Interest Purchase Agreements
with the members of Equalan and Equachem pursuant to which BioZone Pharma purchased 100% of the outstanding membership interests of
Equalan and Equachem; and (iii) LLC Membership Interest Purchase Agreements with certain members of BetaZone pursuant to which
BioZone Pharma purchased 45% of the outstanding membership interests of BetaZone. As a result of these transactions, the former owners
of the BioZone Group became the controlling stockholders of BioZone Pharma.  Accordingly, the merger has been accounted for as a
reverse merger. The unaudited pro forma information is presented for illustration purposes only in accordance with the assumptions set forth
below and in the notes to the pro forma condensed combined financial statements.
 
The unaudited pro forma condensed combined balance sheet as of December 31, 2010 combines the balance sheets of BioZone Pharma and
the BioZone Group and gives pro forma effect to (i) BioZone Pharma’s issuance of convertible  notes as if the notes were issued in
connection with the merger and (ii) the reverse merger between BioZone Pharma and the BioZone Group, in which the Biozone Group is
deemed to be the acquiring entity for accounting purposes, as if the reverse merger had been completed as of December 31, 2010. The
unaudited pro forma condensed combined statements of operations for the year ended December 31, 2010 combines the statement of
operations of BioZone Pharma and the BioZone Group and gives pro forma effect to these transactions as if they were completed on January
1, 2010.
 
The amounts shown for BioZone Pharma have been derived from the historical financial statements, which have been retroactively adjusted
to give effect to a forward stock split of 10 to 1, and the elimination of historical operations that are not being continued with the combined
entity following the merger.
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Biozone Pharmacueticals, Inc  
Proforma Balance Sheet  

December 31, 2010  
                   

ASSETS  
Biozone

Pharmaceuticals   
Biozone

Laboratories   
Equalan
Pharma   Equachem   

Proforma
Adjustments   Proforma  

                   
Current Assets:                   
  Cash and cash equivalents  $ 22,778  $ 117,121  $ 53,042  $ 58,532  $ 2,099,636(4)  $ 2,351,109 
  Accounts receivable       1,620,493   438,804   485,626   (1,199,587) (2)  1,345,336 
  Inventories       2,191,539   238,904   73,156       2,503,599 
  Other Current Assets       41,450   1,832           43,282 
       Total current assets   22,778   3,970,603   732,582   617,314   900,049   6,243,326 
                         
Property and Equipment, net   5,260   3,256,873               3,262,133 
Note receivable - related party       52,077               52,077 
Deferred financing costs, net       11,648   23,714       150,364(4)   185,726 
Investment in Real Property   61,335                   61,335 
 Total Assets  $ 89,373  $ 7,291,201  $ 756,296  $ 617,314  $ 1,050,413  $ 9,804,597 
                         

 LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)                         
                         
 Current Liabilities:                         
 Note payable - bank       2,039,055   231,904           2,270,959 
 Accounts payable and accrued liabilities  $ 82,443  $ 1,436,288  $ 469,628  $ 405,268  $ (1,199,587) (2)  1,194,040 
 Deferred income taxes      $ 98,751               98,751 
 Notes payable - shareholder      $ 1,102,926               1,102,926 
  Convertible notes payable                  $ 2,250,000(4)   2,250,000 
 Current portion of long term debt       277,299               277,299 
 Total current liabilities   82,443   4,954,319   701,532   405,268   1,050,413   7,193,975 
                         
 Long term debt       3,275,977               3,275,977 
                         
 STOCKHOLDERS' EQUITY (DEFICIT)                         
 Common stock   37,700   184,000           (154,671) (1)  67,029 
 Additional paid-in capital   177,100               (53,199) (1)  123,901 
 Accumulated deficit   (204,335)   (1,123,095)   54,764   212,046   204,335(1)   (856,285)
 Total stockholders' equity   10,465   (939,095)   54,764   212,046   (3,535)   2,610,622 
 Non-Controlling interest   (3,535)               (3,535)   - 
 Stockholders Equity   6,930   (939,095)   54,764   212,046   -   2,610,622 
                         
 TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT) $ 89,373  $ 7,291,201  $ 756,296  $ 617,314  $ 1,050,413  $ 9,804,597 
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Biozone Pharmacueticals, Inc  
Proforma Statement of Operations  

Year Ended December 31, 2010  
                   

  
Biozone

Pharmaceuticals  
Biozone

Laboratories  
Equalan
Pharma   Equachem  

Proforma
Adjustments  Proforma  

                   
Revenue  $ -  $ 13,354,712  $852,465  $ 387,533   (418,000) (2) $14,176,710 
                         
Operating Expenses                         
Cost of Sales   -   7,676,217   326,348   50,067   (418,000) (2)  7,634,632 
Selling geneal and administrative       5,403,006   347,600   217,756       5,968,362 
Depreciation and amortization expense       446,960               446,960 
Research and development expenses       212,042               212,042 
Interest expense       403,555   28,803           432,358 
Equity earnings in non-consolidated subsidiary                   55,305(3)   55,305 
Income tax benefit       (95,945)              (95,945)
   -   14,045,835   702,751   267,823   (362,695)   14,653,714 
                         
Loss from Continuing Operations   -   (691,123)  149,714   119,710   (55,305)   (477,004)
                         
Loss from discontinued operations   (49,410)              49,410(5)   - 
                         
Net Loss   (49,410)  (691,123)  149,714   119,710   (5,895)   (477,004)
                         
Add: Net loss attributable to noncontrolling interest   932               (932) (5)  - 
                         
Net loss attributable to the Company   (48,478)  (691,123)  149,714   119,710   (6,827)   (477,004)
                         
Net loss per common share - basic and diluted   (0.00)                  (0.01)
                         
Weighted average of common shares - basic and diluted  37,698,000                   67,029,396 
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BioZone Pharmaceuticals, Inc.
Notes to Unaudited Pro-Forma Balance Sheet and Statement of Operations as of and for the year ending December 31, 2010

 
(1) Represents the effect of the reverse merger on Stockholders’ Equity (Deficit).
 
(2) Represents the elimination of intercompany balances and transactions.
 
(3) Represents the 45% earnings of BetaZone, recorded under the equity method of accounting.
 
(4) Represents the issuance on March 29, 2011 of 10% secured convertible promissory notes in the amount of $2,250,000 which

mature on the earlier of September 29, 2011 or the closing date of a proposed financing transaction.
 
(5) Represents the elimination of operations of BioZone Pharma which have been characterized as discontinued operations because

they are not being continued in the combined entity following the merger.
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