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Forward-Looking Statements

This Annual Report on Form 10-K and certain other communications made by us contain forward-looking statements
within the meaning of Section 21E of the Securities Exchange Act of 1934 (the “Exchange Act”), including statements
about our growth and future operating results, discovery and development of products, strategic alliances and
intellectual property. For this purpose, any statement that is not a statement of historical fact should be considered a
forward-looking statement. We often use the words “believe,” “anticipate,” “plan,” “estimate,” “expect,” “intend,” “may,
similar expressions to help identify forward-looking statements. We cannot assure you that our estimates, assumptions
and expectations will prove to have been correct. These forward-looking statements include, among others, statements
about: the success of our sales and manufacturing efforts in support of the commercialization of EXPAREL®
(bupivacaine liposome injectable suspension); the rate and degree of market acceptance of EXPAREL,; the size and
growth of the potential markets for EXPAREL and our ability to serve those markets; our plans to expand the use of
EXPAREL to additional indications and opportunities, and the timing and success of any related clinical trials; the
related timing and success of United States Food and Drug Administration, or FDA, supplemental New Drug
Applications, or SNDA; the outcome of a U.S. Department of Justice, or DOJ, inquiry; our plans to evaluate, develop
and pursue additional DepoFoam®-based product candidates; clinical trials in support of an existing or potential
DepoFoam-based product; our commercialization and marketing capabilities and our ability to successfully and timely
construct a second EXPAREL manufacturing suite through our partnership with Thermo Fisher Scientific Pharma
Services (formerly Patheon UK Limited). Important factors could cause our actual results to differ materially from
those indicated or implied by forward-looking statements, including those discussed below in Part I-Item 1A. Risk
Factors. We undertake no intention or obligation to update or revise any forward-looking statements, whether as a
result of new information, future events or otherwise, and readers should not rely on the forward-looking statements as
representing our views as of any date subsequent to the date of the filing of this Annual Report on Form 10-K.

These forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause
our actual results, levels of activity, performance or achievements to differ materially from those expressed or implied
by these statements. These factors include the matters discussed and referenced in Part I-Item 1A. Risk Factors.

PART

Item 1. Business

References

Pacira Pharmaceuticals, Inc., a Delaware corporation, is the holding company for our California operating subsidiary
of the same name, or Pacira California. In March 2007, we acquired Pacira California from SkyePharma

Holdings, Inc. (now a subsidiary of Vectura Group plc), or Skyepharma (referred to in this Annual Report on

Form 10-K as the “Skyepharma Acquisition”). Unless the context requires otherwise, references to ‘“Pacira,” “we,” the
“Company,” “us” and “our” in this Annual Report on Form 10-K refers to Pacira Pharmaceuticals, Inc., a Delaware
corporation, and its subsidiaries.

Corporate Information

We were incorporated in Delaware under the name Blue Acquisition Corp. in December 2006 and changed our name
to Pacira, Inc. in June 2007. In October 2010, we changed our name to Pacira Pharmaceuticals, Inc. Our principal
executive offices are in Parsippany, New Jersey.

Pacira®, EXPAREL®, DepoFoam®, DepoCyt® (United States (U.S.) registration), DepoCyte® (European Union
(E.U.) registration), the Pacira logo and other trademarks or service marks of Pacira appearing in this Annual Report
on Form 10-K are the property of Pacira. In addition, references in this Annual Report on Form 10-K to DepoCyt(e)
mean DepoCyt when discussed in the context of the U.S. and Canada and DepoCyte when discussed in the context of
the E.U.

This Annual Report on Form 10-K contains additional trade names, trademarks and service marks of other companies.
Overview

We are a specialty pharmaceutical company focused on becoming a global leader in delivering innovative non-opioid
pain management and regenerative health solutions to surgeons and anesthesiologists. Our corporate mission is to
provide an opioid alternative to as many appropriate patients as possible. To that end, we are advancing a three-part
growth strategy focusing on: (i) expanding the use of EXPAREL® (bupivacaine liposome injectable suspension), our
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long-acting, non-opioid for postsurgical pain, (ii) leveraging our proprietary DepoFoam platform for new clinical
candidates and (iii) pursuing innovative acquisition targets that align with our strategy, while complementing our
EXPAREL commercial infrastructure and physician audience.
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Recent Highlights

As of February 2019, commercial production of EXPAREL is now underway at a custom suite in Swindon, England,
created under our partnership with Thermo Fisher Scientific Pharma Services (formerly Patheon UK Limited), or
Thermo Fisher. This first suite mirrors our existing facility at the Pacira Science Center Campus in San Diego,
California, and is expected to double our manufacturing capacity. Through the partnership, we are developing a
second dedicated suite that is expected to enable another doubling of EXPAREL manufacturing capacity in
approximately two years. Our investment in this facility is an integral component of our strategy to meet the growing
customer demand in the U.S. and to support expansion into new global markets, such as Europe, Canada and Asia.

pn February 7, 2019, we received FDA approval for our sSNDA to extend the shelf life of EXPAREL from 12 months
to 24 months.

In January 2019, we announced that our Phase 4 study of EXPAREL in patients undergoing Cesarean section, or
C-section, achieved its primary endpoint with a statistically significant reduction in total postsurgical opioid
consumption through 72 hours (p<0.05). EXPAREL also achieved statistical significance for reduction in pain
intensity scores through 72 hours (p<0.05). The full study results will be submitted for publication in peer-reviewed
medical literature.

EXPAREL was approved by the FDA in October 2011 and was commercially launched in April 2012. EXPAREL is
currently indicated for single-dose infiltration in adults to produce postsurgical local analgesia and as an interscalene
brachial plexus nerve block to produce postsurgical regional analgesia. Safety and efficacy have not been established
in other nerve blocks. EXPAREL consists of bupivacaine, an amide-type local anesthetic, encapsulated in DepoFoam,
our proprietary extended release drug delivery technology, that delivers bupivacaine over time for extended analgesia.
We believe that EXPAREL addresses a significant medical need for a long-acting non-opioid postsurgical analgesic
and plays a significant role in opioid minimization strategies. EXPAREL is designed for recovery with minimal opioid
use by (i) delivering targeted local analgesia at the surgical site; (ii) reliably releasing bupivacaine over time for
prolonged analgesia; (iii) eliminating the need for catheters and pumps that may hinder recovery and (iv) providing
long-lasting pain control while reducing the need for opioids. Our net product sales of EXPAREL in 2018 were
$331.1 million. For the years ended December 31, 2018, 2017 and 2016, net product sales of EXPAREL accounted
for 98%, 99% and 96% of our total revenues, respectively. In addition to EXPAREL, DepoFoam is also the basis for
future clinical candidates.

Our current product portfolio and product candidate pipeline, along with anticipated milestones over the next 12 to 18
months, are summarized in the table below:

PROPRIETARY PIPELINE
Product / Product Candidates Status Next Expected Milestone
EXPAREL (bupivacaine liposome injectable
suspension):
Surgical Infiltration a‘ﬁ)[;r;)ved Geographic expansion
Interscalene Brachial Plexus Nerve Block a‘ﬁ)[;r;)ved Publish results / geographic expansion
C-section TAP field block ! Phase 4 Publish results
C-section TAP field block follow-on study Phase 4 Commence enrollment
Hip fracture Phase 4 Initiate study
Spine Phase 4 Initiate study
Surgical Infiltration/Nerve Block MAA (E.U.) gﬁ?ﬂ?arketmg applications in E.U., Canada &
Pediatrics infiltration Phase 3 Complete enrollment
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Pediatrics Interscalene Brachial Plexus Nerve Block Phase 3

DepoFoam product candidates Preclinical

Product / Product Candidates Status
NOCITA® (bupivacaine liposome injectable

suspension): 2

Approved
(U.S.)

I 'TAP block is a transversus abdominis plane field block

Surgical infiltration in dogs

2NOCITA® is a registered trademark of Aratana Therapeutics, Inc.

Finalize clinical / regulatory strategy with the
FDA

Name clinical candidate(s)

Next Expected Milestone

Marketed by Aratana Therapeutics
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We continue to drive forward on our goal to be a global leader in delivering innovative non-opioid pain management
and regenerative health solutions. To achieve this, we are advancing a three-pronged strategy:

Maximizing the EXPAREL opportunity: As the only opioid-free, long-acting local and regional analgesic approved
for infiltration, field blocks and interscalene brachial plexus nerve block, we believe EXPAREL is well-positioned to
continue delivering strong sustainable growth from multiple sources. We are focusing on expanding the use of
EXPAREL in key surgical settings, such as spine, hip fracture and C-section. We are also seeing increased use within
the anesthesiology community after the FDA’s approval of our sSNDA to include administration via interscalene
brachial plexus nerve block to produce postsurgical regional analgesia for upper extremity procedures. In addition, we
are advancing clinical and regulatory activities to support the approval of EXPAREL in the pediatric setting, as well
as in new target markets.

Leveraging our proprietary DepoFoam platform for new clinical candidates: We are developing a pipeline based on
our DepoFoam platform, our established safe and effective multivesicular liposomal drug delivery technology.
DepoFoam consists of microscopic, spherical, lipid-based particles composed of a honeycomb of numerous,
non-concentric, internal aqueous chambers containing the encapsulated drug. DepoFoam provides flexible delivery
and can be designed to offer an immediate release dose followed by sustained delivery. We are defining a
development program for the intrathecal delivery of a non-opioid analgesic for acute and chronic pain, and we are
awaiting readouts from animal and other feasibility studies for additional DepoFoam-based clinical candidates.

Pursuing innovative acquisition targets that align with our strategy: We believe EXPAREL and the DepoFoam
platform offer a strong foundation to address the opioid epidemic. Building on these company assets, we are also
pursuing innovative acquisition targets ranging from devices, therapeutics, cell therapies, and regenerative medicines.
Our goal is to build a portfolio of customer-focused non-opioid solutions to improve patients’ journeys along the
neural pain pathway.

EXPAREL

Opioid addiction in the U.S. has reached epidemic proportions, with the Centers for Disease Control and Prevention
(CDC) estimating that 91 people die every day from an opioid overdose. Overreliance on opioids in the postsurgical
setting has caused a rapid deluge of opioid misuse, abuse and addiction. In 2018, new research showed that patients
received nearly 100 to 200 opioid pills to help manage pain from four common procedures ranging from rotator cuff
repair and hip replacement to knee replacement and sleeve gastrectomy. Further, one-quarter of orthopedic surgery
patients were prescribed a daily dose of opioids equal to 90 milligrams of morphine or more, which are doses so
potent that the CDC says they put patients at high risk for overdose. The report shows that across the seven orthopedic
and soft tissue surgical procedures examined, patients were prescribed an average of 82 opioid pills each to help
manage postsurgical pain. The research indicates that close to nine percent of surgical patients became newly
persistent users in 2017, continuing to take these opioids at least three to six months after their procedure. Among
patients having knee replacement surgery or a colectomy, newly persistent opioid users climbed as high as 15 percent
and 17 percent, respectively. Further, women were 40 percent more likely to become persistent opioid users than men;
and among persistent users, females were prescribed 15 percent more opioids than their male counterparts. These
findings come from the report, Exposing a Silent Gateway to Persistent Opioid Use - A Choices Matter Status Report,
based on an analysis of 2017 adjudicated medical and pharmacy claims data conducted by the IQVIA Institute for
Human Data Science and a nationwide survey of surgical patients and surgeons fielded in 2018 by Wakefield
Research.

Based on our clinical data, EXPAREL provides continuous and extended postsurgical analgesia and reduces the
consumption of opioid medications. We believe EXPAREL simplifies postsurgical pain management, minimizes
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breakthrough episodes of pain and has the potential to result in improved patient care and outcomes, as well as
enhanced hospital economics.

Our EXPAREL growth strategy is summarized below:

First, expanding the use of EXPAREL in key surgical settings. In April 2018, the FDA approved our sNDA to
broaden the use of EXPAREL to include administration via interscalene brachial plexus nerve block to produce
postsurgical regional analgesia. Safety and efficacy have not been established in other nerve blocks. With this
approval, EXPAREL is the first long-acting, single-dose nerve block available for patients undergoing upper
extremity surgeries, such as total shoulder arthroplasty or rotator cuff repair. We have published positive results from
a Phase 4 multicenter, randomized, double-blind trial in total knee arthroplasty, or TKA, and we recently reported

positive topline results from our Phase 4 study of EXPAREL in patients undergoing C-section procedures. Our Phase
4 plan also includes a

4
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follow-on study in C-section procedures, which will include an opioid-free arm, as well as studies in hip fracture and
spine surgeries. We are also seeing EXPAREL incorporated into an increasing number of Enhanced Recovery After
Surgery, or ERAS, protocols from major academic centers for a wide range of procedures. In addition, we are
advancing clinical and regulatory activities to support the future expansion of EXPAREL to the pediatric setting, as
well as new global markets, such as Europe, Canada and China.
Second, expanding access to EXPAREL and driving education and awareness around the need for
opioid-sparing strategies. We continue to advance our Choices Matter national educational campaign, aimed
at empowering patients to proactively discuss postsurgical pain management, including non-opioid options,
with their doctors. We also have a focused team in the field consisting of outpatient account managers who
are working with ambulatory centers and commercial payers to facilitate EXPAREL reimbursement and
support the transition of procedures commonly thought of as inpatient to the ambulatory setting. The Centers
for Medicare and Medicaid Services (CMS) is now providing Medicare reimbursement for EXPAREL when
. administered in Ambulatory Surgical Centers (ASCs) through the product-specific Healthcare Common
Procedure Coding System (HCPCS) code of C9290, which became effective January 1, 2019 (also known as
a C-code). We believe having a product-specific reimbursement code for EXPAREL will support a more
efficient reimbursement process as commercial payers standardize around Medicare rates and practices. In
addition, a Current Dental Terminology (CDT) code became effective on January 1, 2019 (also known as a
D-code) to report infiltration of a sustained-release therapeutic drug in oral surgery procedures. We believe
the D-code will meaningfully enhance the use of non-opioid options in oral surgery procedures, where young
adult patients are often exposed to an opioid for the first time.
Third, partnering with those who share our commitment to innovative opioid-sparing procedural solutions. We have a
growing network of strategic collaborations to expand education on the importance of non-opioid multimodal
alternatives for post-surgical pain management and broaden our commercial reach. These include agreements with
industry partners, as well as healthcare providers and hospital systems to support their implementation of
opioid-sparing enhanced recovery protocols. In January 2017, we formed a partnership with DePuy Synthes Sales
Inc., or DePuy Synthes, part of the Johnson & Johnson family of companies, to support the promotion, education and
training of EXPAREL in orthopedics. Our growing coalition of collaborators also includes Aetna, the American
Association of Oral and Maxillofacial Surgeons, or AAOMS, the American College of Surgeons, the American
Society for Enhanced Recovery, Cancer Treatment Centers of America, the Illinois Surgical Quality Improvement
Collaborative, MEDNAX, WellStar Health System and Shatterproof.org.
EXPAREL Clinical Benefits
We believe EXPAREL can replace the use of bupivacaine via elastomeric pumps as the foundation of a multimodal
regimen for long-acting postsurgical pain management. Based on our clinical data, EXPAREL.:
provides long-lasting local or regional analgesia;

ts a ready-to-use formulation;

expands easily with saline or lactated Ringer’s to reach a desired volume;

{everages existing interscalene brachial plexus nerve block, field block and infiltration administration techniques; and
facilitates treatment of both small and large surgical sites.

We believe EXPAREL can become the foundation of a long-acting postsurgical pain management regimen to reduce
the need for opioids. Based on the clinical data from our Phase 3 hemorrhoidectomy trial, our Phase 3 interscalene
brachial plexus nerve block trial, our Phase 4 TKA trial, as well as our retrospective health outcomes studies data,

EXPAREL significantly reduces opioid usage while improving postsurgical pain management.
In our Phase 3 hemorrhoidectomy trial, EXPAREL.:

11
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delayed the median time to rescue analgesic use (opioids) to 15 hours for patients treated with EXPAREL versus one
hour for patients treated with placebo;

12
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significantly increased the percentage of patients requiring no opioid rescue medication through 72 hours post-surgery
to 28%, compared to 10% for placebo;

resulted in 45% less opioid usage through 72 hours post-surgery compared to placebo; and

tncreased the percentage of patients who were pain free at 24 hours post-surgery compared to placebo.

In our Phase 3 trial as an interscalene brachial plexus nerve block for upper extremity surgeries, EXPAREL:
decreased total opioid consumption by 78 percent (p<0.0001) from zero to 48 hours after surgery;

reduced pain scores by 46 percent versus placebo (P<0.0001); and

43 percent of patients who received EXPAREL did not require any opioids for 48 hours after surgery (p<0.01).
In our Phase 4 trial of EXPAREL versus bupivacaine HCl in TKA, EXPAREL:

decreased total opioid consumption by 78 percent (p=0.0048) from zero to 48 hours after surgery;

reduced pain scores by 14 percent (p=0.0381) from 12 to 48 hours after surgery; and

10 percent of patients in the EXPAREL arm remained opioid-free through 48 and 72 hours (compared to zero patients
in the bupivacaine arm; p<0.01).

EXPAREL can improve patient satisfaction and outcomes. We believe EXPAREL.:
provides effective pain control without the need for expensive and difficult-to-use delivery technologies that
. extend the duration of action for bupivacaine, such as elastomeric bags, or opioids administered through
patient-controlled analgesia, or PCA, when used as part of a multimodal postsurgical pain regimen;

reduces the need for patients to be constrained by elastomeric bags and PCA systems, which are barriers to
earlier ambulation and may introduce catheter-related issues, including infection; and

promotes maintenance of early postsurgical pain management, which may reduce the time spent in the intensive care
unit.
EXPAREL Health Economic Benefits

In addition to being efficacious and safe, we believe that EXPAREL provides health economic benefits that play an
important role in formulary decision-making that are often overlooked. Several members of our management team
have extensive experience applying health economic outcomes research to support commercial success. Our strategy
is to work directly with the senior leadership of our hospital customers, integrated health networks, quality
improvement organizations, key opinion leaders, or KOLs, in the field of postsurgical pain management and leading
influencer hospitals to provide them with retrospective and prospective studies to demonstrate the economic benefits
of EXPAREL.

Our national, regional and local analyses assessing retrospective health economic outcomes, conducted in conjunction
with hospital customer groups utilizing their own hospital databases, revealed that the use of opioids for postsurgical
pain control is a significant driver of hospital resource consumption, including higher hospitalization costs, longer
length of stay, or LOS, and the potential for opioid-related adverse events.

In November 2018, new data was published by the Journal of Medical Economics on the use of EXPAREL to manage
postsurgical pain following TKA. The study showed that patients receiving EXPAREL had a significant reduction in

13
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opioid use, hospital LOS and total hospitalization costs compared to TKA patients who did not receive EXPAREL.
Patients receiving EXPAREL also had an increased likelihood to be discharged home rather than to a skilled nursing
facility.

This retrospective analysis utilized hospital chargemaster data from the Premier Healthcare Database from January
2011 through April 2017 for the 10 hospitals in the U.S. with the highest number of primary TKA procedures using
EXPAREL. Patients undergoing TKA who received EXPAREL were matched in a one-to-one ratio to a control group
of patients whose pain

6
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management strategy did not include EXPAREL. The study population included 20,907 Medicare-insured TKA
patients and 12,505 TKA patients with commercial insurance.

Results showed that patients undergoing TKA who received EXPAREL demonstrated a significant:

Decrease in opioid consumption, expressed in oral morphine equivalent dosing (MED), when controlled for LOS in
both the Medicare and commercial insurance groups (69 mg MED and 64 MED reductions, respectively; P<0.0001);
*Decrease in average hospital LOS by 0.6 days in both the Medicare and commercial insurance groups (P<0.0001);
Decrease in total hospitalization costs in both the Medicare and commercial insurance groups (-$616 and -$775,
respectively; P<0.0001); and

An increase in likelihood to be discharged home in both the Medicare and commercial insurance groups (1.58 times
more likely and 1.63 times more likely, respectively; P<0.0001).

Approximately 700,000 TKA procedures were performed in the United States in 2012, making it one of the most
common hospital-based surgical procedures in the country. The number of annual TKA procedures is estimated to
reach 3.5 million by 2030. Additionally, total Medicare hospital reimbursement for inpatient TKA and total hip
arthroplasty (collectively known as total joint arthroplasty, or TJA) was $6.6 billion in 2013 and is likely to continue
rising with the projected increases in TJA procedures.

Third Molar Procedures

In September 2017, we announced a collaboration with Aetna, one of the nation’s leading diversified health care
benefits companies, with the support of AAOMS. This national program aims to reduce the number of opioid tablets
dispensed to patients undergoing impacted third molar (wisdom tooth) extractions by at least 50 percent through the
utilization of EXPAREL to provide prolonged non-opioid postsurgical pain control. Aetna now includes the cost of
EXPAREL as a covered expense for impacted third molar extractions performed by surgeons who have completed
training on use of the product.

According to a Journal of the American Medical Association (JAMA) study, more than two-thirds of patients who
underwent surgical tooth extractions reported unused prescription opioids, with the majority also indicating that these
medications are neither safely stored nor disposed of. These facts suggest that there is a dangerous accumulation of
opioids in the home, which are available for potential diversion or misuse.

EXPAREL Dosing, Volume Expansion and Admixing with Bupivacaine HCI

EXPAREL is available as a 266 mg/20 mL single-use vial and a 133 mg/10 mL single-use vial. The recommended
dose of EXPAREL is based on (i) the size of the surgical site; (ii) the volume needed to cover the width and depth of
the surgical site and (iii) patient-specific factors that could impact safety of an amide-type local anesthetic. The
maximum dose should not exceed 266 mg.

EXPAREL can be expanded in volume to optimize results. Physicians consider the size of the surgical site and
neuroanatomy to determine dosing and volume expansion. The 266 mg (20 mL) EXPAREL vial can be expanded with
up to 280 mL of normal (0.9%) saline or lactated Ringer’s solution for a total volume of 300 mL (a 1:14 ratio). For
smaller surgical sites where 20 mL is too much volume, the 133 mg (10 mL) vial should be considered.

To ensure early analgesic activity, EXPAREL can be admixed with bupivacaine HCI so long as the ratio does not
exceed 1:2. For example, the 266 mg/20mL vial may be administered with up to 30 mL of 0.5% bupivacaine HCI or
up to 60 mL of 0.25% bupivacaine HCI. Bupivacaine HCl may be administered immediately before EXPAREL or

admixed in the same syringe.

EXPAREL Label Expansion—Pediatrics
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The Pediatric Research Equity Act requires pharmaceutical companies to study their products in children for the same
use for which they are approved in adults. There is no long-lasting local anesthetic approved for use in children under
the age of 12, meaning that pediatric patients currently have no approved alternatives to opioids for the management
of severe postsurgical pain and need additional pain control options.
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We have completed our first pharmacokinetic and safety study in children aged 12 to 17 undergoing corrective spine
surgery. In addition, we have secured FDA approval of our protocol for an extended pharmacokinetic and safety study
for local analgesia in children aged 6 to 17 undergoing cardiovascular or spine surgeries and site activation for this
study is underway. For Pediatrics, we are seeking a broad infiltration approval, similar to that of adults under the
existing EXPAREL label. We are also working with the FDA to define a program to study the administration of
EXPAREL as a nerve block in the pediatric setting.

EXPAREL Global Expansion

We have defined a global expansion strategy for EXPAREL that we believe provides us with the opportunity to
increase our revenue and leverage our fixed cost infrastructure. We have prioritized the European, Canadian and
Chinese markets. In the E.U., we have secured a positive opinion for our Pediatric Investigation Plan (PIP) and we
plan to submit our Marketing Authorization Application (MAA) around the middle of 2019. In Canada, which is a
concentrated market driven by four provinces, we are also planning a New Drug Submission around the middle of
2019. In both the European and Canadian markets, we do not intend to pursue a commercial partnership to
commercialize EXPAREL. In China, we have received feedback from the National Medical Products Administration
regarding the regulatory requirements for securing approval of EXPAREL. We believe we have the clarity we need
and we are in the process of finalizing our regulatory path forward. We have an agreement with Nuance Biotech Co.
Ltd., a China-based specialty pharmaceutical company, for the development and commercialization of EXPAREL in
China.

DepoFoam—Our Proprietary Drug Delivery Technology

Our current product development activities utilize our proprietary DepoFoam drug delivery technology. DepoFoam
consists of microscopic spherical particles composed of a honeycomb-like structure of numerous internal aqueous
chambers containing an active drug ingredient. Each chamber is separated from adjacent chambers by lipid
membranes. Following injection, the DepoFoam particles release drug over an extended period by erosion and/or
reorganization of the particles’ lipid membranes. Release rates are determined by the choice and relative amounts of
lipids in the formulation.

We believe the DepoFoam formulation provides several technical, regulatory and commercial advantages over
competitive technologies, including:

Convenience. Our DepoFoam products are ready to use, do not require reconstitution or mixing with another solution,
and can be used with patient-friendly narrow gauge needles and pen systems;

Multiple regulatory precedents. Our current and past DepoFoam products have been approved in the U.S. and Europe,
making regulatory authorities familiar with our DepoFoam technology;

Extensive safety history. Our DepoFoam products have nearly 20 years of safety data;

Proven manufacturing capabilities. We make EXPAREL, a DepoFoam-based product, in our current Good
Manufacturing Practices, or cGMP, facilities;

Flexible time release. Encapsulated drug releases over a desired period, from 1 to 30 days;

Favorable pharmacokinetics. Decrease in adverse events associated with high peak blood levels, thereby improving
the utility of the product;

Shortened development timeline. Does not alter the native molecule, potentially enabling the filing of a 505(b)(2)
application; and
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Aseptic manufacturing and filling. Enables use with proteins, peptides, nucleic acids, vaccines and small molecules.
Given the safety profile and flexibility of our DepoFoam platform, we are advancing a development plan for
intrathecal delivery of a non-opioid analgesic for acute and chronic pain. This program is underway with EXPAREL,
as well as other local anesthetic and novel active pharmaceutical ingredient (API) products. We also have several
DepoFoam-based products in preclinical development. Following data readouts from animal and other feasibility
studies for these candidates, we will determine the best programs to advance into the clinic.
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Sales and Marketing

We have built our marketing and sales organization to commercialize EXPAREL and potential future commercial
products. The primary target audience for EXPAREL is healthcare practitioners who influence pain management
decisions including surgeons, anesthesiologists, pharmacists and nurses.

Our field team, consisting of sales representatives, outpatient account managers and scientific and medical affairs
professionals, executes on a full range of activities for EXPAREL, including:

providing publications and abstracts showing the EXPAREL clinical program efficacy and safety, health outcomes
program and review articles on pain management;

working in tandem with hospital staff, such as registered nurses, surgeons, heads of quality, pharmacists and
executives, to provide access and resources for drug utilization or medication use evaluations and health outcomes
studies, which provide retrospective and prospective analyses for our hospital customers using their own hospital data
to demonstrate the true cost of opioid-based postsurgical pain control;

working with KOLs and advisory boards to address topics of best practice techniques as well as guidelines and
protocols for the use of EXPAREL, meeting the educational and training needs of our physician, surgeon,
anesthesiologist, pharmacist and registered nurse customers;

undertaking education initiatives such as center of excellence programs; preceptorship programs; pain protocols and
predictive models for enhanced patient care; interactive discussion forums; patient education platforms leveraging
public relations, advocacy partnerships and public affairs efforts where appropriate; web-based training and virtual
launch programs;

collaborating with surgeons towards improving the knowledge and management of pain in surgical patients with a
focus on opioid risk and non-opioid alternatives and engaging our field-based medical teams in system-wide
partnerships to address the national opioid epidemic, with a goal of studying alternative postsurgical pain management
options that focus on optimization and opioid alternative strategies; and

expanding our field team to include outpatient account managers to facilitate EXPAREL reimbursement and the shift
of procedures to ambulatory surgery centers.

DePuy Synthes Sales Inc.

In January 2017, we entered into a co-promotion agreement with DePuy Synthes, part of the Johnson & Johnson
family of companies, to market and promote the use of EXPAREL for orthopedic procedures in the U.S. market.
Through this collaboration, we believe we can accelerate the EXPAREL growth strategy by quickly leveraging the
broad reach of DePuy Synthes and their established relationships and scale within hospitals and ambulatory surgery
centers.

DePuy Synthes field representatives, specializing in joint reconstruction, spine, sports medicine and trauma,
collaborate with, and supplement, our field teams by expanding the reach and frequency of EXPAREL education in
the hospital surgical suite and ambulatory surgery center settings. DePuy Synthes is also including EXPAREL in their
Orthopedic Episode of Care Approach for health systems and surgeons, and is including EXPAREL in all of their
professional education programs. In addition to supporting orthopedic specialties, we are focusing on soft tissue
surgeons in key specialties and anesthesiologists and we continue to act as the overall EXPAREL account manager.
We will also work with DePuy Synthes to develop ERAS protocols to improve procedure-specific patient care and to
then rapidly communicate opportunities to utilize EXPAREL-based multimodal pain strategies to minimize opioids
and improve patient satisfaction and hospital economics.
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DePuy Synthes receives commissions on sales of EXPAREL under the agreement, subject to conditions, limitations
and adjustments. The initial term of the agreement began on January 24, 2017 and ends on December 31, 2021, with
the option to extend the agreement in 12-month increments upon the parties’ mutual agreement, subject to certain
conditions.

We and DePuy Synthes have mutual termination rights under the agreement, subject to certain terms, conditions, and
notice; provided that neither party may terminate the agreement, without cause, within three years of the effective date
of the agreement. We also have additional unilateral termination rights under certain circumstances. The agreement
contains customary representations, warranties, covenants and confidentiality provisions, and mutual indemnification
obligations. DePuy
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Synthes is also subject to certain obligations and restrictions, including required compliance with certain laws and
regulations and our policies, in connection with fulfilling their obligations under the agreement.

Other Agreements

TELA Bio, Inc.

In October 2017, we made an investment of $15.0 million in TELA Bio, Inc., a privately-held surgical reconstruction
company that markets its proprietary OviTex™ portfolio of products for ventral hernia repair and abdominal wall
reconstruction. OviTex Reinforced BioScaffolds (RBSs) are intended for use as a surgical mesh to reinforce and/or
repair soft tissue where weakness exists.

SkyePharma Holdings, Inc. (Now a Subsidiary of Vectura Group plc)

In connection with the stock purchase agreement related to the Skyepharma Acquisition, we agreed to certain earn-out
and milestone payments. Milestone payments are based on net sales of DepoBupivacaine products collected, including
EXPAREL, and certain other yet-to-be-developed products. For purposes of meeting future potential milestone
payments, annual net sales are measured on a rolling quarterly basis. The milestones are as follows:

€10.0 million upon first commercial sale in the U.S. (met April 2012);

€4.0 million upon first commercial sale in a major E.U. country (United Kingdom, France, Germany, Italy and Spain);
€8.0 million when annual net sales collected reach $100.0 million (met September 2014);

#8.0 million when annual net sales collected reach $250.0 million (met June 2016); and

432.0 million when annual net sales collected reach $500.0 million.

The earn-out payments were based on a percentage of net sales of DepoBupivacaine products collected, including
EXPAREL, for the term during which such sales were covered by a valid claim in certain patent rights. The last
patents during which a valid claim existed expired on September 18, 2018, and thus, the only remaining obligations to
Skyepharma are the above-referenced unmet milestone payments totaling $36.0 million.

See Note 7, Goodwill, to our consolidated financial statements included herein for further information related to the
Skyepharma agreement.

Research Development Foundation

Pursuant to an agreement with the Research Development Foundation, or RDF, we are required to pay RDF a low
single-digit royalty on the collection of revenues from our DepoFoam-based products for as long as certain patents
assigned to us under the agreement remain valid. RDF has the right to terminate the agreement for an uncured material
breach by us, in connection with our bankruptcy or insolvency or if we directly or indirectly oppose or dispute the
validity of the assigned patent rights.

DepoCyt(e)

DepoCyt(e) was a sustained-release liposomal formulation of the chemotherapeutic agent cytarabine that utilized our
DepoFoam technology. DepoCyt(e) was indicated for the intrathecal treatment of lymphomatous meningitis, a
life-threatening complication of lymphoma, a cancer of the immune system. In June 2017, we discontinued production
of DepoCyt® (U.S. and Canada) and DepoCyte® (E.U.) due to persistent technical issues specific to the DepoCyt(e)
manufacturing process.

Mundipharma International Holdings Limited

In June 2003, we entered into an agreement granting Mundipharma International Holdings Limited, or Mundipharma,
exclusive marketing and distribution rights to DepoCyte in the E.U. and certain other European countries. In April
2014, we amended the agreements to extend the term of the agreements by an additional 15 years to June 2033 and we
expanded Mundipharma’s exclusive territory to include all countries other than the U.S., Canada and Japan. In
connection with the amendments, in May 2014, we received a non-refundable upfront payment of $8.0 million. Since
the production of DepoCyte was discontinued in June 2017, we no longer have the ability to supply DepoCyte to
Mundipharma in the future. In April 2018, we received formal notice of the termination of the supply and distribution
agreements (and all related agreements) from Mundipharma and its affiliates. We may be required to make additional
payments or incur additional costs relating to the DepoCyte discontinuation which could be material to our results of
operations and/or cash flows in a given period.
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Aratana Therapeutics, Inc.

In December 2012, we entered into an Exclusive License, Development and Commercialization Agreement and
related Supply Agreement with Aratana Therapeutics, Inc., or Aratana. Under the agreements, we granted Aratana an
exclusive royalty-bearing license, including the limited right to grant sublicenses, for the development and
commercialization of our bupivacaine liposome injectable suspension product for use in animals. In August 2016, the
FDA’s Center for Veterinary Medicine approved NOCITA? (bupivacaine liposome injectable suspension) as a local
post-operative analgesia for cranial cruciate ligament surgery in dogs. Aratana began purchasing bupivacaine
liposome injectable suspension product in 2016.

In connection with its entry into the license agreement, we received a one-time payment of $1.0 million. In December
2013, we received a $0.5 million milestone payment under the agreement. In June 2016, we recorded $1.0 million in
milestone revenue for Aratana’s filing of an FDA Administrative New Animal Drug Application, or ANADA, and in
August 2016 recorded $1.0 million related to the FDA’s approval of the ANADA. We are eligible to receive up to an
additional aggregate $40.0 million upon the achievement of commercial milestones. Aratana is required to pay us a
tiered double-digit royalty on net sales made in the U.S. If the product is approved by foreign regulatory agencies for
sale outside of the U.S., Aratana will be required to pay us a tiered double-digit royalty on such net sales. Royalty
rates will be reduced by a certain percentage upon the entry of a generic competitor for animal health indications into
a jurisdiction or if Aratana must pay royalties to third parties under certain circumstances.

Either party has the right to terminate the license agreement in connection with (i) an insolvency event involving the
other party that is not discharged in a specified period of time; (ii) a material breach of the agreement by the other
party that remains uncured for a specified cure period or (iii) the failure to achieve a minimum annual revenue as set
forth in the agreement, all on specified notice. We may terminate the agreement in connection with (i) Aratana’s failure
to pay any amounts due under the agreement; (ii) Aratana’s failure to achieve regulatory approval in a particular
jurisdiction with respect to such jurisdiction or (iii) Aratana’s failure to achieve its first commercial sale within a
certain amount of time on a country by country basis after receiving regulatory approval, all on specified notice.
Aratana may terminate the license agreement (i) upon the entry of a generic competitor for animal health indications
on a country by country basis or (ii) at any time on a country by country basis except with respect to the U.S. and any
country in the E.U., all on specified notice. The parties may also terminate the license agreement by mutual consent.
The license agreement will terminate automatically if we terminate the supply agreement. In the event that the license
agreement is terminated, all rights to the product (on a jurisdiction by jurisdiction basis) will be terminated and
returned to us.

Unless terminated earlier pursuant to its terms, the license agreement is effective until December 5, 2027, after which
Aratana has the option to extend the agreement for an additional five (5) year term, subject to certain requirements.
NOCITA® is a registered trademark of Aratana Therapeutics, Inc.

Nuance Biotech Co. Ltd.

In June 2018, the Company entered into an agreement with Nuance Biotech Co. Ltd., or Nuance, a China-based
specialty pharmaceutical company, to advance the development and commercialization of EXPAREL in China. Under
the terms of the agreement, the Company agreed to be the sole supplier of EXPAREL to Nuance and has granted
Nuance the exclusive rights to develop and commercialize EXPAREL in China. The Company received an upfront
payment of $3.0 million in July 2018 and is eligible to receive future milestone payments of up to $60.0 million that
are triggered by filing for and securing regulatory approval(s) and annual sales in China exceeding certain levels. The
Company is also entitled to tiered royalties as a percentage of net sales.

Significant Customers

We had three wholesalers each comprising 10% or more of our total revenue for the year ended December 31, 2018:
Cardinal Health, Inc., McKesson Drug Company and AmerisourceBergen Health Corporation, which accounted for
34%, 30% and 26% of our revenues, respectively. These wholesalers process orders for EXPAREL under a drop-ship
program. EXPAREL is delivered directly to end-users without the wholesalers ever taking physical possession of the
product.
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Internal Facilities

We manufacture EXPAREL at our facility in San Diego, California. This facility is designated as Building 1. We also
have a research and development facility, Building 2, which sits adjacent to Building 1, and a warehouse, Building 7,
located within
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five miles of our manufacturing facilities. We refer to these three buildings as the Science Center Campus, and
together these three buildings consist of approximately 150,000 square feet. Our manufacturing facilities are inspected
regularly and approved for pharmaceutical manufacturing by the FDA, the European Medicines Agency, or EMA, the
Medicines and Healthcare Products Regulatory Agency, or MHRA, and the Environmental Protection Agency (EPA).
We also have a lease for our former DepoCyt(e) production facility in San Diego which is currently idle and expires in
August 2020.

We purchase raw materials and components from third-party suppliers to manufacture EXPAREL. In most instances,
alternative sources of supply are available, although switching to an alternative source would, in some instances, take
time and could lead to delays in manufacturing our drug candidates. While we have not experienced shortages of our
raw materials in the past, such suppliers may not sell these raw materials to us at the times that we need them or on
commercially reasonable terms and we do not have direct control over the availability of these raw materials from our
suppliers.

All manufacturing of products, initial product release and stability testing are conducted by us in accordance with
cGMP.

Building 1 is an approximately 84,000 square foot concrete structure located on a five acre site. It was custom built as
a pharmaceutical research and development and manufacturing facility in 1995. Activities in this facility include the
manufacture of EXPAREL bulk product on dedicated production lines and its fill/finish into vials, microbiological
and quality control testing, product storage, development of analytical methods and manufacturing of development
products. We are expanding our EXPAREL manufacturing capacity directly and through agreements with a
third-party, Thermo Fisher, as demand for EXPAREL increases, as explained below.

Building 2 is an approximately 45,000 square foot research and development lab and office building located adjacent
to Building 1, built in 2003. This building houses our Science Center related general and administrative functions. The
other half of the building is being used for research and development activities as it includes both laboratories and the
building infrastructure necessary to support the formulation, analytical testing, clinical and process development
activities for additional commercial product indications and new pipeline products. Our pilot plant suite for
early-stage clinical product production is located in this building.

Building 7 is an approximately 21,000 square foot building built in 1988 that serves as the main cGMP warehouse for
our San Diego operations, primarily being used for the storage of production materials. It contains ambient as well as
cold temperature cGMP warehouse storage and also features a quality control clean room for sampling incoming
materials.

Distribution of our DepoFoam products, including EXPAREL, requires cold-chain distribution, whereby