
STAT~ SETTLEMl!NT AGREEMENT 

I. PARTrns 

'Illis Settlement Agree·mentC!'A,&l\"lCmfmi1>J-i~·~ntered \nto.b:dween the S.tnle of 

Cul iforniu (1'the_Srnte")·and Cephalon, Inc.· ("Cepbalon'1), berei nn1for: collecli vely rcferrecl 

(o ns ''tho Pnnies.!' 

II. :PREAMBLE 

. 
A. Cepht1!011 is a ~oiripany Inco,·pm·nted w1.de.r ihe lnws qfDe.Iaw.are wiJh hs 

hcndqw.wtcr5: ,ih. Fn,1.zcr, Pcml~y}Yania. Al. aH,.releya,nUi11l~,-Cephalm) n_1.anufoclured and 

sold pharmaceutical produ<;:ts fo th~ United Sl~t_es. ln,20Ilt Teva.Phanmtceutic:als' 

Te\'.il Plmrmaceuiicnls. 

ll On Octobet· 28, 2008;,Ronal9 Stredt ("Relato1i'') ·fiJed a:qui li1111·uction in 

the United Stutes Pistrict' C\:h1~ffor th'~ EnsterJt DisJritt of-P~1ii1sylvm1iQ ca.1:iJfoned Uniiet.l 

S1t1h!,\' <?fAmr.u'i'ca 111 (r_/., ux. rel. Streck <iuil. v; Allefgqn, (!f.'ci[., Civii A9tion No. 08~CV­

5l35. This iJuf /llllJ 11ctio1~ \vULbe)·e_forre.d.to bereh}µs. lfw "Civil._A.ction." 

C. Cepl1alon hn~ e1Jtered into a,scpi;trn.Le civil $¢tjlement agre~1.n~t)t ((he 

."Feclen1! Settlement Agreement") whb..the UnHed Sfate.s-otAuwrfo~t, actfog through the 

United States Depnrlment. ol'Justice ancLon behnlfofthe Office ofblspector Gene.ml ol~ 

the Department of}leahh and Humnn Services. (herdnafte1· refened 'to as the "United 

$tntes11). 
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STATE SETTLEMENT AGREEMENT

I. PARTIES

This Settlement Agreement ("Agreement") is entered into between 
the State of California ("the State") and Cephalon, Inc. ("Cephalon"), 
hereinafter collectively referred to as "the Parties."

II. PREAMBLE

As a preamble to this Agreement, the Parties agree to the 
following:
A. Cephalon is a company incorporated under the laws 
of Delaware with its headquarters in Frazer, Pennsylvania. At all 
relevant times, Cephalon manufactured and sold pharmaceutical 
products in the United States. In 2011, Teva Pharmaceuticals 
Industries Ltd. acquired Cephalon, and Cephalon became a 
wholly-owned subsidiary of Teva Pharmaceuticals.
B. On October 
28, 2008, Ronald Streck ("Relator") filed a qui tam action in the 
United States District Court for the Eastern District of Pennsylvania 
captioned United States of America et al., ex. rel. Streck et al. v. 
Allergan, et al., Civil Action No. 08-CV-5135. This qui tam action 
will be referred to herein as the "Civil Action."
C. Cephalon has 
entered into a separate civil settlement agreement (the "Federal 
Settlement Agreement") with the United States of America, acting 
through the United States Department of Justice and on behalf of 
the Office of Inspector General of the Department of Health and 
Human Services (hereinafter referred to as the "United States").
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D. The Stnle contendi; thnl Ceplialoo caused claims fol' payment to bo 

submilled to the S1n_1e1~·Mc_dicnid Progt1u11 (sec 42 U.S,C. ~§ 1396*1396(v)). 

E. The . contends. ­~ 
.Stole -· ' 

that it hrn; certain 'civil im'd ndministrative causes of 

nclio11 against Cephalon for c1lgilging in the following conducHluring ~he p~riod from 

Janum:y I, 2007 through Mnrch 31, 20·12 (the "Covered Cond11c.t"}: 

. 1, P.t1r~tit\nt Lo the M.;:dictiid Dmg Re~~te Program,. Cephalon .was requfred "to 

re1>ort tbc Average ivhi.mffndure1· Price (!·AMP') fQr 1mcli afJts.·covered o\1tpatie·11t drugs 

to lhe Centc_rs foi: Medicare nnd Medicnicl Services (11CMS';)'o1ut monthl)_' and qt1<frlerly 

basis, ,md to pay q1.1a1·te1;Jy reb11tes to slate· Medicaid programs tlmnvere Msed, in ·purt, on 

ti1e qunrlel'ly A MPs reJjOrted. by Ceplmlon. PriOl' to enactmcntoJ''t'b!! .Allbl'dabre Care Act 

(';A.CA'·}, the AMP for .a dru~ generally was based 9n the ~verage unit pric~ paid to the 

m~ni1i'nclureL· 1br-the:dri.!g bywi~'o!csnlers Jo1··d1:ugs clisfrlhvtcd.Jb Ute r~tttil pharhJ;tcy 

class (.1f trilde, 1nchidi11g·cash:discounts J1nd··otlle1··1?1:ic~;c~ucessions,that reduceil ihe 

aclllal price paid for tlw drug; The ACA revised the..del11iitioJ1,of AMP, in part) by 

replacing the term "rGt,,il..pharml\CY class of trnden with "re1aH.commm1ity.pharmacfos1i 

and in:eluding inannfncturer directsalesto pham1acies. Both before n11d after enactment 

ofthe ACA; bonn fid~. service foes.an!·qxcluded from mmi~tlucLLm:frsi AMP·calculnti~ns. 

2.. Ccpbrilon .entered into dtstdb111ion services ;1greemems with 

whotesnters (-'Dfatributii:m: Services Agreements") to facilitate the distribtl.tlon and sak of 

the phnrowc<!uticnls listed on ~llnchment A hereto {"lhe Covered Drugs"}. Purstiont to 

the Distl'ibution Servkes Agreements, the .whofes~1le1·s performed varioi.1s spe~lfie~l 

ser\;ic~s,. nnd c~1;ha)o11,coi))PCnsnted the \.Vholes:nlfa<s:.foi· r?cdb1'mfogJh(ise service.s by 

providing- the ,vholes~,lefs .qurirt¢rly credits calculated as ~i,p'ercentqg~ ofihc quarterly 

.Pngc'2·of 13, 

D. The State contends that Cephalon caused 
claims for payments to be submitted to the 
State's Medicaid Program (see 42 U.S.C. 
sections 1396-1396(v)).
E. The State contends 
that it has certain civil and administrative causes 
of action against Cephalon for engaging in the 
following conduct during the period from January 
1, 2007 through March 31, 2012 (the "Covered 
Conduct"):
1. Pursuant to the Medicaid Drug 
Rebate Program, Cephalon was required to 
report the Average Manufacturer Price ("AMP") 
for each of its covered outpatient drugs to the 
Centers for Medicare and Medicaid Services 
("CMS") on a monthly and quarterly basis, and to 
pay quarterly rebates to state Medicaid programs 
that were based, in part, on the quarterly AMPs 
reported by Cephalon. Prior to enactment of the 
Affordable Care Act ("ACA"), the AMP for a drug 
generally was based on the average unit price 
paid to the manufacturer for the drug by 
wholesalers for drug distributedPage 2 of 13



sales of the Covered Drugs, subject to certain performance penalties bnsed on critetia set 

forth in th~ agreements. 

3, The Stoteconte1ids thnt Cephalon irnptopel'ly trea.ted -compc;nsntion 

provided- to the wl1olesalers pursunnt ·to the Distribution .S:el'vices Agreen1ents as price 

reduclimis,.rnlhenhan as bonu l~de servfoe fees, in ctilculating and reporting qu~rterty 

.(.\!v!Ps Lo CMS-fot:the"Cov~red Drugs. The State: co1itends that~ tis'a ~esult ;Qf-Ceplmlon's 

repoi:tiilg sLich imt>foperly reifoc_ed AMPs; Cephnl9i1 \tnde11,aid <1unrtedy rebates owed to 

· tho lilales fo1· the ~tl\11.!~ed. Dn1gs ~meter the Medicaid .Dr.ug R~bale· Progrnm, and -caused 

the State. i\;fedicaid Prngrnm lo be overdmrged for the Cov~red Drugs. 

F. this Aij_teem~nt-ismad~ in compron1ise·of dispuled claims. This 

Agreem.entis nehh~tan ndinission of(acts -or·lii1~it11y:ttCcpl1afo111:116r t1.co~ces~1on by 

the Stene tharhs clrihns·are not ,,,ell founded. Cej,halqn_~~pressly·dentes,the allegnlions 

oflhe S!uteas set foi'tb)\erehl":tui~! In the Ci\tilAcliorn 'N~i\her thjs Agreement~.its 

cxccutimi1 1wi· the peribrn1mfoe ,ofnny o~lignt_ion·under :n~ inclucling·any paymem1 11or the 

Jl}ct ofJhc scttleme~i.t,)s, intend~d t9 be.-9( .$hall b_e.(!.e'~11ied ~s; mr:admisslon of.liability QL' 

· ~~1·01\gdtiing, or oth!!I' cxpr~ssion reflec6ng upon the·merrts o(the-dispute hy Cepfoilon. 

G. To avoid (he .delay, e:'\pense, irn.:onvenience, and:uncel'tnidty ·off,rotracted 

litigation of these causes ofo.cti911•.and in consideration -of tne· mt1tmd promises and 

cbl\gations ofthis Agreement) the Patties mutunlly desire: lo teach a ti.111 tmd !foal 

lU~ 'l;,ltRMS-AND.CONDI'flONS 

l· NQW. THER~F.ORE, hr re.lfonce on 'the te1,rese11t~tions·c.o_ntained herein and in 

I 
i . 

consideration ofthe mut.ual p.roniiscs, ~ovenants·\1,nd o.b!igi1ti.Olls set forth-hi ~liis 
. . 

i 
I 
! 
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sales of the Covered Drugs, subject to certain performance penalties based on critetia 
set forth in the agreements. 
3, The State contends that Cephalon improperly treated 
compensation provided to the wholesalers pursuant to the Distribution Services 
Agreements as price reductions, rather than as bona fide service fees, in calculating 
and reporting quarterly AMPs to CMS for the Covered Drugs. The State contends that, 
as a result of Cephalon's reporting such improperly reduced AMPs, Cephalon 
underpaid quarterly rebates owed to the State Medicaid Program to be overcharged for 
the Covered Drugs.
F. This Agreement is made in compromise of disputed claims. 
This Agreement is neither an admission of facts or liability by Cephalon, nor a 
concession by the State that its claims are not well founded. Cephalon expressly 
denies the allegations of the State as set forth herein and in the Civil Action. Neither 
this Agreement, its execution, nor the performance of any obligation under it, including 
any payment, nor the fact of the settlement, is intended to be, or shall be deemed as, 
an admission of liability or wrongdoing, or other expression reflecting upon the merits 
of the dispute by Cephalon.
G. To avoid the delay, expense, inconvenience, and 
uncertainty of protracted litigation of these causes of action, and in considertation of 
the mutual promises and obligations of this Agreement, the Parties mutually desire to 
reach a full and final settlement as set forth below.

III. TERMS AND CONDITIONS

NOW, THEREFORE, in reliance on the representations contained herein 
and in consideration of the mutual promises, covenants and obligations set 
forth in this
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1\grecment, ancl for J:l,OOd and valuable consideration as slated herein, the Parties agree a~ 

follows: 

I. Cephalon agrees· to,pay to the United-States and the iviedicaid 

Participating States (as defined in sub-paragraph (c) below), collectively, the sum of 

$7.500,000.00 ("'Settlemcilt Ani.ottnt-'') arid intere~l 911 the, Settlement Ari1.ount as-set f9rth 

i'n Sections· 111.1 (a) and. II 1.1 .(b). The Selllement Aniount. and <1pplicable (n\eresl shal I 

constitute a debt immedi;ltely due a11c\.owi!1g to the UnH~cfSlat~s and the Medicaid 

Participa'ting States on the.Effec.tive Date ofthe re_deral Scttl¢ment)\grecment, and 

st1bjcct to the terms of this Agreement. Tl~e debt shall forever be discharged by payments 

to the '.U11ited States an<J thc-~1{edicaid P~rticipatii.1~.States; under the follo;wirig tem1s and 

conditions: 

(a) Cephalon shall pay .to -ihe United States:the sum of$4,3 l 9;528.56, plus 

accrued. interest ·on that-amm1nt at the·r~le of2'. I i5%_per aJm~tm :ir91)1 ~eptember-26, 

2014 to and iricluding the Effective Date of the Fed.era! Settlement Agr.eement ("fedeic1l 

Settlement Amqunt"}. The· federal Settl'cment /\:1119unt sha!l'be paid pursuant to the 

terms of the Federal Settlement i-\greemenl. 

(b) Cephalon s_hall make -~·single ·payo1enr_to thdvledicaicl Par.ticipating 

States, consisting·of$3)-8°0;4'71 .44-plus accrned·interest (t!~e. ''Medicaid.State Settlement 

Amount"), subject to the non-parti<;iJfatin~ state deduction .provision ofSub-paragraph (d) 

below ("Medicaid Participating State Settiemc_ni A11iot:1rit"-). interest wil1) 1ccrue al a rate 

of 2.12'5% pe1· annum from September16, 2014 until the day tlie s ingle pityme'nt is made 

under this Agreeme11t: 'fhe single payment shaifbe made no later th;m seven (7) business 

days after the expi1;ation ofthe.60.day opt-in period for Me9icai<l Paiti<;ip,_1ting States 

Page4ofB 

Agreement, and for good and valuable consideration as stated 
herein, the Parties agree as follows:
1. Cephalon agrees to pay to 
the United States and the Medicaid Participating States (as defined 
in sub-paragraph (c) below), collectively, the sum of $7,500,000.00 
("Settlement Amount") and interest on the Settlement Amount as set 
forth in Sections III.1(a) and III.1.(b). The Settlement Amount and 
applicable interest shall constitute a debt immediately due and owing 
to the United States and the Medicaid Participating States on the 
Effective Date of the Federal Settlement Agreement, and subject to 
the terms of this Agreement. The debt shall forever be discharged by 
payments to the United States and the Medicaid Participating States, 
under the following terms and conditions:
(a) Cephalon shall pay to 
the United States the sum of $4,319,528.56, plus accrued interest on 
that amount at the rate of 2.125% per annum from September 26, 
2014 to and including the Effective Date of the Federal Settlement 
Agreement ("Fedral Settlement Amount"). The Federal Settlement 
Amount shall be paid pursuant to the terms of the Federal 
Settlement Agreement.
(b) Cephalon shall make a single payment 
to the Medicaid Participating States, consisting of $3,180,471.44 
plus accrued interest (the "Medicaid State Settlement Amount"), 
subject to the non-participating state deduction provision of 
Sub-paragraph (d) below ("Medicaid Participating State Settlement 
Amount"). Interest will accrue at a rate of 2.125% per annum from 
September 26, 2014 until the day the single payment is made under 
this Agreement. The single payment shall be made no later than 
seven (7) business days after the expiration of the 60 day opt-in 
period for Medicaid Participating States
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described in SubHpnrngrnph (c) below. The Meclim\id Pnrticipnling Slate Settlement . ' 

Amount shall be paid by cleclrQ1ilc fupds·transf~rtb the New York State Attpt·ne.y 

General's National Globn} Senlemenl .Ac!i'oum pm~s~m1it lo ,vritten inlitr1.1ctio11s from ~he 

State Negoti~ling Tennr('·'Stnte T_eiull'T), w~1ich \\;duen ins!rnc(ic:ms slrnll QC deliver¢d to 

cotms~l for Cephu"Jon .on orbefi;ire the expiration Qf the"·60 day O[?Hi~ period fol' Medicaid 

Participating S!nt~s d9scrib~d in ~ub-1mr-0gril1>b (c): below. 

(c) A StoJe slmll .constfltlte.. a:M.tHlicni<l Parlicfp_atiog Stntei provided'.that the 

State foUy executes n·s1n1e. Settlement AgreemeJ1t (either in this tbrm·to which Cephalon 
' ~- I 

and: ih~-Stule ·ream Imve·11~recd?.01: in n-form olhei'W'.is.e,i~reed lb,by Ceplm[on a11d the 

indMdi\al State) nnd delivet·s:'it:to Cephalo1fs,afto.meys within- 60 d~ys of recehiitl!l;'~his 
. I 

Agreement. lf this coildhion is·ilOt•satislie~l' wm1iMh~se-·6(l d~js; C~phalqn's c!f,f~ftQ 

resolve this matte1· with the 1ndivi<lu:n! Stci_te·shall bee(i1~1~,i_ltili nt)d .,~01~1.·~,bse1it wdtt_ei1 

ngreen,ent between counsel Jbi· C9pluilon mul"Jhe Strite Team. ~o·exte1jd the .60 dax veriod. 

C.ovc.l'Cd.'Coni:luct tor th!!;$late: is· $~24, l4l.39,.c;,prisistl:ng ~.f-~Fp.Qrtion r,mitt-lo the.State 

tinder this. J\sreem'ent"and:anotherportipn paid \o th~ United· Sfotes as pi,rt ofihc J1edernl 
' .... '\ 

Senlcment Agreement. The t1mount nllQcnt.e.d toAlle S.la~e under ihis:·Agreernent is the 

sum of$288,286.5·o. plus npplitableinteres(·(the·t,·State-Amount~'). Ifthe State does not 

execute this Agteement within 60 ,dr1ys,ofreceivh1i thi_sSett!emenL.J\sree:mbqt,, .~he· State 

Amount sha.il be deducted froi11 the Medical'd Sta.le Settfo1:i1e1,t An)olhi( and shiill not be 
• . • d •• • "' ; • • • • • • . • 

' . 
paid b;1 Ceplialoh.absent vJriUei1 agree1i1e·11t bet\ve·en c011hsel for Ce_pl\11 lori a1_1d the Stale 

Team lp extend tl1e ~ih1e p:~ric,ij::fQr exe~uting thi~,l.\gr.e~frie_iit_. 

described in Sub-paragraph (c) below. The Medicaid Participating 
State Settlement Amount shall be paid by electronic funds transfer to 
the New York State Attorney General's National Global Settlement 
Account pursuant to written instructions from the State Negotiating 
Team ("State Team"), which written instructions shall be delivered to 
counsel for Cephalon on or before the expiration of the 60 day opt-in 
period Medicaid Participating States described in Sub-paragraph (c) 
below.
(c) A state shall constitute a Medicaid Participating State, 
provided that the State fully executes a State Settlement Agreement 
(either in this form to which Cephalon and the State Team have 
agreed, or in a form otherwise agreed to by Cephalon and the 
individual State) and delivers it to Cephalon's attorneys within 60 days 
of receiving this Agreement. If this condition is not satisfied within 
those 60 days. Cephalon's offer to resolve this matter with the 
individual State shall become null and void absent written agreement 
between counsel for Cephalon and the State Team to extend the 60 
day period.
(d) The total portion of the amount paid by Cephalon in 
settlement for the Covered Conduct for the State is $524,141.39, 
consisting of a portion paid to the State under this Agreement and 
another portion paid to the United States as part of the Federal 
Settlement Agreement. The amount allocated to the State under this 
Agreement is the sum of $288,286.50, plus applicable interest (th 
("State Amount"). If the State does not execute this Agreement within 
60 days of receiving this Settlement Agreement, the State Amount 
shall be deducted from the Medicaid State Settlement Amount and 
shall not be paid by Cephalon absent written agreement between 
counsel for Cephalon and the State Team to extend the time period for 
executing this Agreement. Page 5 of 13



2. Wi1hin fourteeh (14) business days of1hc Effective Date of1his 

Agreement, the Slate agrees 10 dismiss_with prejudice any state law claims-which the 

Seate has the authority co dismiss currently pending agninst Cephalon in State or Federal 

Cqurts for the Covered Conduct iqcluding any suppl.cmcn!al state law claims asserted in 

the Civil Action. Contingent upon the receipt Qf.its Slate Amount, the State, if.served 

with the Civil Action and liable to pay a Rclator'~-share, agrees to pay the Plaintiff., 

Relator through the State ·team an amount to be dete1111incd by co·url hearing or by 

agreement between the State Team and the Plaintiff-Rclator in the Civil Action. 

3. Subject to the exceptions iii Puragrilph 4 below, in consid_eratio11 of the 

obligations ofCephalon set foi·th in this Agreement, ai"1d ~onditioned ttpO!i n;:ceipt. by the 

Stme.ofthe·Sta'te Amount, 1he State,agrecs 'to ·release Cephalo"n,._tog,ether with it's curi:ent 

and former parents, dh•isio_ns, subsidiari~s, other.afJili_ates ("affiliate" defined as an entity 

that cqntrols, or is controlled by, Cephalon through common .ownership), predecessors, · 

successors, transferees, heirs and assigns, and their current and former directors, officers, 

P?rlners, shareholders, representativcs,.agcn_ts,.and einployees,. iridividi.tally and 

colJcctivcly (collecLively, the '·Cephalon Released Entities"), from any civil ·or 

administrative monetary .cause ofaction that 'the Slate has for any.claims subi11itt~d or 

caused 10 be submilled to the State Medicaid Program as a result of the·Covere~ Conduct~ 

including LJl)dcr the State's False Claim A"<;t ;incl ai_1y sta~e co1~11non law theories, 

including payment by mistake, unjust e1u:ichinenr, an~l fraud. ·The payment of the Stale 

Sclllemcnt Amount fully discharges Cephnlon·from any obligation to pay Medicaid 

rcslinttion, Medicaid qamage_s,.nnd/or any Medicaid civil fines or civil penalties to the 

Slate lbr tile Covered Conduct. 

J>aoe 6 of 13' ;::, . 

2. Within fourteen (14) business days of the Effective Date of this 
Agreement, the State agrees to dismiss with prejudice any state law 
claims which the State has the authority to dismiss currently pending 
against Cephalon in State or Federal Courts for the Covered Conduct 
including any supplemental state law claims asserted in the Civil Action. 
Contingent upon the receipt of its State Amount, the State, if servied with 
the Civil Action and liable to pay a Relator's share, agrees to pay the 
Plaintiff-Relator through the State Team an amount to be determined by 
court hearing or by agreement between the State Team and the 
Plaintiff-Relator in the Civil Action.
3. Subject to the exceptions in 
Paragraph 4 below, in consideration of the obligations of Cephalon set 
forth in this Agreement, and conditioned upon receipt by the State of the 
State Amount, the State agrees to release Cephalon, together with its 
current and former parents, divisions, subsidiaries, other affiliates 
("affiliate" defined as an entity that controls, or is controlled by, Cephalon 
through common ownership), predecessors, successors, transferees, 
heirs and assigns, and their current and former directors, officers, 
partners, shareholders, representatives, agents, and employees, 
individually and collectively (collectively, the "Cephalon Released 
Entities") , from any civil or administrative monetary cause of action that 
the State has for any claims submitted or caused to be submitted to the 
State Medicaid Program as a result of the Covered Conduct, including 
under the State's False Claim Act and any state common law theories, 
including payment by mistake, unjust enrichment, and fraud. The payment 
of the State Settlement Amount fully discharges Cephalon from any 
obligation to pay Medicaid restitution, Medicaid damages, and/or any 
Medicaid civil fines or civil penalties to the State for the Covered Conduct.

Page 6 of 13



4. Notwilhslnncling any term of this Agreement, the Stale specifically docs 

not release any person or entity from an>' of the following liabilities: 

(a) any criminal, civil, or.ndmfoistrative-liabi Iily arising under state 

revenue '<:ocles; 

·c.o) any cri1hiiwniability not·!m.e;;Hically r~lensecl by lhis. Agr~eme1.1t; 

(c) except as explicitly stntcd in this Agreement, any civil or · 
) 

administrative liability thnl any person or en tit),, 'includiilg.any Released 

Entities, has or may h;iye·to th~ State.'.or to indivicltrnl consumers or-state 

program p,iyors under any statute, rcgi.ilalion;or r~ile not expressiy covered 

by the 'release in Paragraph 3 above, including but not li'm11ed to, any and 

all of"thc J-ol19w.ing.claims: (i) Stale oi· federal umilrnst ,•iofations; (ii) 

Clairi1s involving-unfair ai19/6r decept,ive i1e~s·an<l. practices-an.d/or 

viol<)Ciops of con~umer prote'ceion law~; 

. ( d) any Iiabil_Hy to the State fo(- ai1y cond\.1c.t o~he.r tban tl)c C_overed 

Con9uct; 

(e) any linbilily which may be nsser\ed .on ·beh:ilf of any other payors o;· 

insurers, including those that·are paid.by the Statc's.Jv!edicaid progrmi1 on 

.a capitatcd basi's; 

(I) nny liabiliLy based upon cibligutfons crealeci' by this Agreement; 

(g,) excepl as ex·pJicitly stated in this Ag1·eemb11, any admi11.islrative 

liability, including mandatory exclusions from·the State's Medi~aid 

p_rogram; 

4. Notwithstanding any term of this Agreement, the State 
specifically does not release any person or entity from any 
of the following liabilities:
(a) any criminal, civil, or 
administrative liability arising under state revenue 
codes;
(b) any criminal liability not specifically released by 
this Agreement;
(c) except as explicitly stated in this 
Agreement, any civil or administrative liability that any 
person or entity, including any Released Entities, has or 
may have to the State or to individual consumers or state 
program payors under any statute, regulation or rule not 
expressly covered by the release in Paragraph 3 above, 
including but not limited to, any and all of the following 
claims: (i) State or federal antitrust violations: (ii) Claims 
involving unfair and/or deceptive acts and practices and/or 
violations of consumer protection laws;
(d) any liability to 
the State for any conduct other than the Covered 
Conduct;
(e) any liability which may be asserted on behalf 
of any other payors or insurers, including those that are 
paid by the State's Medicaid program on a capitated 
basis;
(f) any liability based upon obligations created by 
this Agreement;
(g) except as explicitly stated in this 
Agreement, any administrative liability, including mandatory 
exclusions from the State's Medicaid program:
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(h) any llnbili~y fol' expl'esscd Ot' implied wal'ranl}' clnims or other claims 

for dofeocive or deficient products and scnrices provided by Cephalon; 

(i) any liability for personal iitjury or pi"OP,Ct1y dnnmge,or for other 

conseqiientJal damages arising, J):om the Cov~red Conduct; or 

G) any liabi Hty based oil a.fii.i lul'C lo deliver goods or..scrvice..c; due. 

5. Cephn'lon waives and shall not aSsert·nny defenses 'it may havc·to:cdnllnal 

p0rosecution or. adniinistrulive,actfon Jot' the Covered .Conduct, wllich <le.lenses ~liay 1.1-e 

bused in whole· or in pmton !l <:ontentlon,.. \mqer the Double .Jeopardy Ch1J1se ofthe. F'inh 

Aincndmeut of !he Consthtl!ion ·or the Exc.es~(ve Fin~s ~hn1se oflhe Eighth Ame11dme11t 

oflhe Constitutiont lhnt tl11~ Agree~ne,1t bnrs.n remedy ~oughf:jn such-criminal 

· proscquti911 01· ndi11in[stmiive;o.ctfon. 

6. In consideration· ciFthj:!·Qhlig~i.tions·.of.tlie Shito¥et forth ht this Agreeme.111, 

Cephalon waives nnd ·dis~harges:.the Sta,te,;its·agendcs, employees, "Em<l agents frmn an:y 

cuuscs of action (including attorneys' foes/cos1st and expenses,of every kind mid 

howevc:r.denomimtteqJ ~vhich Cet)halon ·1ms,a&nhist'-th~ St~,te,.its:agen·cies~ eniployces, 

1.1nd ng~nts adsing.from the Stal!;}1Sinvesliga1Jon and prQsecudoo:,Qf the'Coyered (;oriduct. 

7. The nmmint.tlmt Cephalon'mu~t· ),uy·to the Stat~-pm'su.imt to Pamgl'nph 

HU. above will not be decrcn$ed·us a resul~ofthe··9enial ofnny clah~1s foi· pnymenfno.w 

being withheld from pnyme·11t hy the State's Medicaid pi'ogrnnii or.uny (?ther stute payo1·. 

lbr \he Covered Conduct; aucJ Cephufon agrees not to resubm.it to the State's Medicaid 

progrnm or any othc1· stttte payo·,·. any ·[)l'evioi.1sly d1mied·clnims; which denhils wel'e 

bused 01nhc C.ovc1·ed Conduct, .nnd agrees: lo·withdraw the appeal of or not to ap·peal or 

Ct\USe: the ·il.ppeal ofnny SLIC.h denin)S cl:CllllnlS, 

P~\ge8.pfP 

(h) any liability for expressed or implied warranty claims or other claims 
for defective or deficient products and services provided by 
Cephalon;
(i) any liability for personal injury or property damage or for 
other consequential damages arising from the Covered Conduct; or 

(j) any liability based on a failure to deliver goods or services due.
5. 
Cephalon waives and shall not assert any defenses it may have to 
criminal prosecution or administrative action for the Covered Conduct, 
which defenses may be based in whole or in part on a contention, under 
the Double Jeopardy Clause of the Fifth Amendment of the Constitution 
or the Excessive Fines Clause of the Eight Amendment of the 
Constitution, that this Agreement bars a remedy sought in such criminal 
prosecution or administrative action.
6. In consideration of the 
obligations of the State set forth in this Agreement, Cephalon waives 
and discharges the State, its agencies, employees, and agents from 
any causes of action (including attorneys' fees, costs, and expenses of 
every kind and however denominated) which Cephalon has against the 
State, its agencies, employees, and agents arising, from the State's 
investigation and prosecution of the Covered Conduct.
7. The amount 
that Cephalon must pay to the State pursuant to Paragraph III.1. above 
will not be decreased as a result of the denial of any claims for payment 
now being withheld from payment by the State's Medicaid program, or 
any other state payor, for the Covered Conduct; and Cephalon agrees 
not to resubmit to the State's Medicaid program or any other state 
payor, any previously denied claims, which denials were based on the 
Covered Conduct, and agrees to withdraw the appeal of or not to 
appeal or cause the appeal of any such denials of claims.
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8. Cephnto11 shall nol seek pnymcnl frQm n~1y health care beneticiades 01· 

their parents, sponsors, legally responsil?le individ\ials,. or tlikd parly.pt1yoi-s for nny 

claims for reii11bi1rseincnt to the S1ute's Medicaid l.ll'og1·am resulting. Ji-om the Covel'ed 

ComlLic( and.covered .by t[)is Agr~ement. 

'9. Cephalon e;-:pressly. warrnnls thnt Wims t:eviewed ils tinnncial condition 

and 1[1111 j~ faCUl'l'elltly solvent within the !llCUlliH$·6f ·11 U.ttC, '§§ 54'?(b)(3) an{! 

548(~t)(l)(l3)(iij(J). 

IO. The P1,H'tfos eat:h rcpresenrllmt-tbis.Agreemcnt is frepl~"and vohnnarily 

entered into ,vithout any degreip e>f duress or con1pul~ion wl\~l$,ocvel:. 

1 l, Cephnlmtagn::es to coop~rnte ll1'!x::~n4·t1)llhfully with any S.t"te 

investig4Ho1~.·relating to tile; ·coy<fred Co11~i.1cti .or h:idividuals pr e1ni'iies UQt ~-el~nse« hi, · 

thi~ Agreeme:nt. Upon: r:ei,llorinb_le·nolice, Cepb41Qnshnll fii.c.ilitate1 .met .agrees not.lo 

impah\ the coope•·atiqfroriis di~·eciOl'S, otTicers, e.1111:i'loyees or agentst for intet'views nnd 

teslimony~ t:onsistent \Vilh th~ rights and pdvU¢ge.s:ofsuch inclividtmls and ofCephalon. 

Upon rcquest,.. Cephalon ~mrees to furnish l0Jhe·S1ate·c.o11~plere.m\d um:edacted co1Jies_ of 

ull 1i"o·n~privil~gectcl0.cumen1s"fncludh1g1 :but no~ lfn1it~tl'to, te1forts, n)'~mo.ra,id,~ :of 

interviei.vst .un'd rccol'ds fa 
• 

their poss1.-issio11, 
' ' 

custody:or 
• 

comr.ol,:{;:o~m<frning 
' 

the ·covered 
f 

[2. Exeepl as expressly 1irovi<l~dJo'the.,coriir~u·y in this Agre.ement, each Pnrly 

·to this Agreem:ent.shnllbeni· its ow,1 legahm~lotltct· .costs incurred in,connection with this 

1rnnte1·, including the p.repm·,\iiqn Jmd performance ofthis Agreement. 

Pag~9bfll 

8. Cephalon shall not seek payment from any health care 
beneficiaries or their parents, sponsors, legally responsible 
individuals, or third party payors for any claims for reimbursement to 
the State's Medicaid Program resulting from the Covered Conduct and 
covered by this Agreement.
9. Cephalon expressly warrants that it 
has reviewed its financial condition and that it is currently solvent 
within the meaning of 11 U.S.C. sections 547(b)(3) and 
548(a)(1)(B)(ii)(1).
10. The Parties each represent that this 
Agreement is freely and voluntarily entered into without any degree of 
duress or compulsion whatsoever.
11. Cephalon agrees to 
cooperate fully and truthfully with any State investigation, relating to 
the Covered Conduct, of individuals or entities not released in this 
Agreement. Upon reasonable notice, Cephalon shall facilitate, and 
agrees not to impair, the cooperation of its directors, officers, 
employees or agents, for interviews and testimony, consistent with the 
rights and privileges of such individuals and of Cephalon. Upon 
request, Cephalon agrees to furnish to the State complete and 
unredacted copies of all non-privileged documents including, but not 
limited to, reports, memoranda of interviews, and records in their 
possession, custody or control, concerning the Covered Conduct. 
Cephalon shall be responsible for all costs it may incur in complying 
with this paragraph.
12. Except as expressly provided to the contrary 
in this Agreement, each Party to this Agreement shall bear its own 
legal and other costs incurred in connection with this matter, including 
the preparation and performance of this Agreement.
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I 8. ·rbc Effective. Date oftl1.is.Agr~ome.nl shnll bc;the dnle of signature of the 

13, Ex.c;epl as otherwise stntcd in this l\g1-eևn1c.nt> this Agt'.ee;111ci1t is intended 

to be for the benefit .of.ihe P{l1)ies·.only,.and by this inֈtnnne11t ։he Part1֊s ·do.not reJe֋1se 

uny Hnbility t1gniJ1st any other person 01· entity. 

1'4. Nothing·in·this Agreement-.֌onsiitutes nn ngreementb)r the·Sfole 

co11ce1·ni'ng the clrnract֍rizntion of lhe an'lotmts paid hcreundet fo֎ pm'pos֏s of the Slate's 

revenue. ֐ode; 

lS. fo ndd'ition to:n'il othcl' pnyinehts tfnd;tespQnsibilitj֑s tilider tfiis 

Agreement, Cephalon agl'ee֒ to p֓y'its share oftl\e:t:ea֔onabi֕'1:Ixp֖pses and thiyel costs 

of the State Tcnm, includh֗g 1;et1so11nble constlluu1t:fbes.1!1'tcl c:,;;pei֘scs. C֙phal.on will .p1iy 

1h[s mnot:1nt by SGpi1i·1He check ma.de· J>ayab!e fo tlle National Associtjtion of Mqdfoaid 

Fra(id,co:ntrol l,Jnits;:֚n֛1::ilfoM֜dJcllj,cl r֝rti4iJ)atif1g:$)ot֞֟ exc¢tlle:-tbeir re֠peetive 

Agreements, o.r us,mhcrwis֡ l\grccd by. lhe. P֢utics. 

·10.. Th(s Agreement is governed py the laws·oi'-lhe,St֣te,;and venue for 

addressing und _ rqs9hi:i'ngJmy.nnd ֤I I disputcs-re.lafing.֥ to this Agree'i1ient sh'֦U b·֧ the state 

cQurts ofappropriato:Jurlsdictjcm of the·. State. 

. 1 ·7. The 11ndersign.ed. Cepimlon sig1tal?rie!fl'qprcse.nr,:m)d w.an:nnt that 1hey Hr֨ 

nuLhod֩ed as a ֪est1lt of upm:oprfote corpornkJ.i1ctiq1po 'eKetule this Agrqeti'tent. The 

u11<lct·sig\1ed State·sig1rntode:s reprcSetit tl)al tli֫Y'?re·֬igrii11gJlii֭·AJ֮l'.¢.em֯11t in their 

oflkiְI c.apttc\tics nnd Umt"they are anthoi:izcd to ex:eetite··this.A'gt:ֱֲment Oil' hehֳlf of the­

·swte through theil' respִciiv.e !igencies ·a1,1d dcpartmen(s. 

Jnsl signatory to. t11is Agrc.ֵment .. Facsimiles of siֶ!1atl1res shall constiLutַ acceptable 

bindi 11g sigmi.tm·esָfo1:_pu qmses .olthis Agreement. 

13. Except as otherwise stated in this Agreement, this Agreement 
is intended to be for the benefit of the Parties only, and by this 
instrument the Parties do not release any liability against any 
other person or entity.
14. Nothing in this Agreement constitutes 
an agreement by the State concerning the characterization of the 
amounts paid hereunder for purposes of the State's revenue 
code.
15. In addition to all other payments and responsibilities 
under, this Agreement, Cephalon agrees to pay its share of the 
reasonable expenses and travel costs of the State Team, 
including reasonable consultant fees and expenses. Cephalon 
will pay this amount by separate check made payable to the 
National Association of Medicaid Fraud Control Units, after the 
Medicaid Participating States execute their respective 
Agreements, or as otherwise agreed by the Parties.
16. This 
Agreement is governed by the laws of the State, and venue for 
addressing and resolving any and all disputes relating to this 
Agreement shall be the state courts of appropriate jurisdiction of 
the State.
17. The undersigned Cephalon signatories represent 
and warrant that they are authorized as a result of appropriate 
corporate action to execute this Agreement. The undersigned 
State signatories represent that they are signing this Agreement 
in their official capacities and that they are authorized to execute 
this Agreement on behalf of the State through their respective 
agencies and departments.
18. The Effective Date of this 
Agreement shall be the date of signature of the last signatory to 
this Agreement. Facsimiles of signatures shall constitute 
acceptable binding signatures for purposes of this Agreement.
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f 9. This Agl'eem~nt shnll be bindh1g on all successors, trnnsferees, h~is's1 and 

nssign:;. of ti JC PnrLies, 

20. ,!rhis Agrccmc.mt constitutes the complr;te·agreemcntbelween the Parties 

wi~I\ respect to this 1111.uter nnd shuU 1101 be mnel)dcd e:x:ceptb)' wdH~n consent of the 

Parties; 

21. This A1*teeme11.t m~y be cxc.cute<l hl ·coi.mmqjMfs,·ei,Jh of:which shnil· 

constitute an otid.iiml·~ and nil orwhich,shall constimte:une Md tlte;Mme :Agree·11ient. 

r ., 

Pag4 Ll. of13 

19. This Agreement shall be binding on all successors, 
transferees, heirs, and assigns of the Parties.
20. This 
Agreement constitutes the complete agreement between 
the Parties with respect to this matter and shall not be 
amended except by written consent of the Parties.
21. 
This Agreement may be executed in counterparts, each of 
which shall constitute an original, and all of which shall 
constitute one and the same Agreement.
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OF CALrFORNI.A 

Original Signed By: 

By: Dute: l} /r z /rs-
MA'f}q~~W ·. KIL~Alf C? '5 ' I 

Deputy Attorney General 
California Di;;partment of Justice 
Bureau ofMedi-Caf Frau~ and Elder Abuse 
1455 Frazee Rd, Sle 315 
San Diego, CA 92108 

Original Signed By:
­ Date: °', / i lo { l S-I3y: 
.IENNilfi§ri KENT 
Directo~-
Department or Heal.lb Care:$erviccS 
MS 0000 
P,O. Box -997413 
Sacrnmenio, CA 95.S99-7413 

Page 12 of 13 

STATE OF CALIFORNIA

By: MATTHEW C. KILMAN
Deputy Attorney 
General
California Department of Justice
Bureau of 
Medi-Cal Fraud and Elder Abuse
1455 Frazee Rd. Ste 
315
San Diego, CA 92108
Date: 9/17/15

By: JENNIFER KENT
Director
Department of Health 
Care Services
MS 0000
P.O. Box 997413
Sacramento, 
CA 95899-7413
Date: 9/16/15



CEPHALON 
I 

INC. 

DATED: '1\1.-i.\\S 

[litle] 

DATED: q_-z..(-\S-
Original Signed By:BY 

-[n 
Counsel for Cephalon, Inc. 

Original Signed By:

&G, NA- Si\
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CEPHALON INC.

DATED: 9/22/15

DATED: 9-21-15
BY: Original Signed 
By:
(Signature not legible)
Counselor 
Cephalon Inc.

Dated: 9-21-15
Original 
Signed By:
(Signature not 
legible)
GC, NA, SM
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ATIACHMENTA 
COVERED DRUGS 

NDC DRUG NAME 

Provlgll 100mg63459-0100-01 

Provlgll 100 mg63459-0101-01 
Provtgll 100 mg63459-0101-30 

Provlgll 200 mg 

63459-0201-01 Provlgll 200 mg 

63459-0201-30 Provlgll 200 mg 

63459-0205-30 Nuvlgll 50mg 

63459-0205-60 

63459-0200-01 

Nuvlgll 50mg 

Nuvlgll 150mg63459-0215-30 

Nuvlgll 150mg6345 9-0215-60 

Nuvlgll 250mg63459-0225-30 

Nuvlgll 250mg63459-0225-60 

Vlvltrol 380mg63459-0300-42 

Treanda 26mg/6ml63459-0390-08 

Treanda 100mg/20ml63459-0391-20 
Gabltrll 2mg63459-0402-01 
Gabltrll 2mg63459-0402-30 
Gabltrll 4mg63459-0404-01 

Gabltril 4mg63459-0404-30 

63459-0412-01 Gabltrll 12mg 

Gabltril 12mg63459-0412-30 

Gabltrll 16mg63459-0416-01 

Gabltrll 16mg63459-0416-30 

Actlq 200 mcg63459-0502-30 
Actlq400 mcg63459-0504-30 
Actlq 600 mcg63459-0506-30 

Actlq 800 mcg63459-0508-30 

Actlq 1200 mcg63459-0512-30 

Acllq 1600 mcg63459-0516-30 

Fentora 1OOmcg63459-0541-28 
Fentora 200mcg63459-0542-28 

63459-0543-28 Fentora 300mcg 

63459-0544-04 Fentora 400mcg 

Fentora 400mcg63459-0544-28 

Fentora 600mcg63459-0546-04 
63459-0546-28 Fentora 600mcg 

63459-0548-04 Fentora BOOmcg 

63459-0548-28 Fentora aoomcg 

63459-0600-10 Trlsenox 100 mg 

63459-0700-60 Amrlx 15 mg 

63459-0701-60 Amrlx 30mg 
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ATTACHMENT A 
COVERED DRUGS

 
Provigil 100mg

Provigil 100 mg
Provigil 100 mg

 Provigil 200 mg
Provigil 200 mg
Provigil 200 mg
Nuvigil 50mg
Nuvigil 50mg
Nuvigil 150mg
Nuvigil 150mg
Nuvigil 250mg
Nuvigil 250mg
Vivitrol 380mg
Treanda 25mg/5mL
Treanda 100mg/20mL
Gabitril 2mg
Gabitril 2mg
Gabitril 4mg
Gabitril 4mg
Gabitril 12mg
Gabitril 12mg
Gabitril 16mg
Gabitril 16mg
Actiq 200 mcg
Actiq 400 mcg
Actiq 600 mcg
Actiq 800 mcg
Actiq 1200 mcg
Actiq 1600 mcg
Fentora 100mcg
Fentora 200mcg
Fentora 300mcg
Fentora 400mcg
Fentora 400mcg

 Fentora 600mcg
Fentora 600mcg
Fentora 800mcg

 Fentora 800mcg
Trisenox 100 mg
Amrix 15 mg
Amrix 30mg
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