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March 30, 2012

To Our Shareholders:

You are invited to attend the 2012 Annual Meeting of Shareholders of Questcor Pharmaceuticals, Inc. to be held on May 10, 2012 at 8:00 a.m. Pacific Time
at our northern California office, located at 26118 Research Place, Hayward, California 94545.

The matters expected to be acted upon at the meeting are described in the following Notice of the 2012 Annual Meeting of Shareholders and Proxy
Statement.

We have elected to provide access to our proxy materials over the Internet under the Securities and Exchange Commission’s “notice and access” rules.
These rules allow us to make our shareholders aware of the availability of our proxy materials by sending a Notice of Internet Availability of Proxy Materials,
which provides instructions for how to access the full set of proxy materials through the Internet or make a request to have printed proxy materials delivered by
mail. We believe compliance with these rules allows us to provide our shareholders with the materials they need to make informed decisions, while lowering the
costs of printing and delivering those materials and significantly reducing the environmental impact of our annual meetings.

We hope that you use this opportunity to participate in the affairs of Questcor by voting on the business to come before the Annual Meeting. Whether or not
you plan to attend the Annual Meeting, we urge you to vote as soon as possible using one of the voting methods made available to you. Please review the voting
instructions described in the accompanying proxy statement as well as in the Notice you previously received in the mail. Returning the proxy card included in the
proxy materials does not preclude you from attending the Annual Meeting and voting your shares in person.

If your shares are held in the name of a broker, trust, bank or other nominee, you will need proof of ownership to be admitted to the Annual Meeting, as
described in the “How can I attend the Annual Meeting?” question, which can be found on page 2 of the accompanying proxy statement.

Thank you for your interest in Questcor.
 

Sincerely,

Don M. Bailey
President and Chief Executive Officer



QUESTCOR PHARMACEUTICALS, INC.
1300 North Kellogg Drive, Suite D

Anaheim, California 92807

NOTICE OF THE 2012 ANNUAL MEETING OF SHAREHOLDERS

To the Shareholders of Questcor Pharmaceuticals, Inc.:

NOTICE IS HEREBY GIVEN that the 2012 Annual Meeting of Shareholders of Questcor Pharmaceuticals, Inc., a California corporation, will be held on
May 10, 2012 at 8:00 a.m. Pacific Time at our northern California office, located at 26118 Research Place, Hayward, California 94545, to consider and vote upon
the following proposals:
 

 1. To elect seven (7) directors to serve for the ensuing year and until their successors are duly elected and qualified.
 

 2. To vote upon a proposal to approve an advisory (non-binding) resolution regarding the compensation of our named executive officers.
 

 3. To ratify the selection of BDO USA, LLP as our independent registered public accounting firm for the year ending December 31, 2012.
 

 4. To transact such other business as may properly come before the Annual Meeting or any adjournment or postponement thereof.

The proposals and other related matters are more fully described in the proxy statement accompanying this notice.

Shareholders of record at the close of business on March 20, 2012, are entitled to notice of, and to vote at, the Annual Meeting and any adjournment or
postponement thereof. As of that date, 63,284,779 shares of our common stock were outstanding and entitled to vote. All shareholders are cordially invited to
attend the Annual Meeting in person.
 

By Order of our Board of Directors,

Michael H. Mulroy
Corporate Secretary

Anaheim, California
March 30, 2012

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE SHAREHOLDER MEETING TO BE
HELD ON MAY 10, 2012

The Proxy Statement and our Annual Report for the year ended December 31, 2011 are available at http://www.edocumentview.com/QCOR.

YOUR VOTE IS IMPORTANT

For specific instructions on how to vote your shares, please refer to the instructions on the Notice of Internet Availability of Proxy Materials you
received in the mail, the information set forth in the “If I am a shareholder of record of Questcor shares, how do I vote?” and the “If I am a beneficial
owner of Questcor shares held in street name, how do I vote?” questions in the accompanying proxy statement or, if you requested printed proxy
materials, your enclosed proxy card.



QUESTCOR PHARMACEUTICALS, INC.
1300 North Kellogg Drive, Suite D

Anaheim, California 92807

PROXY STATEMENT FOR THE 2012 ANNUAL MEETING OF SHAREHOLDERS

Questions and Answers about the Annual Meeting and Voting

Why did I receive these proxy materials?

We are providing these proxy materials in connection with the solicitation by our Board of Directors of Questcor Pharmaceuticals, Inc., a California
corporation, of proxies to be voted at our 2012 Annual Meeting of Shareholders and at any adjournment or postponement thereof.

The Notice of Annual Meeting and Notice of Internet Availability of Proxy Materials are being mailed on or about March 30, 2012. The form of proxy and
voting instructions are being mailed on or about April 9, 2012.

When and where will the Annual Meeting be held?

You are invited to attend our Annual Meeting on May 10, 2012, beginning at 8:00 a.m. Pacific Time. The Annual Meeting will be held at our northern
California office, located at 26118 Research Place, Hayward, California 94545.

Why did I receive a one-page notice in the mail regarding the Internet availability of proxy materials instead of a full set of proxy materials?

Pursuant to rules adopted by the Securities and Exchange Commission, which we refer to as the SEC, we have elected to provide access to our proxy
materials via the Internet. Accordingly, on March 30, 2012, we mailed a Notice of Internet Availability of Proxy Materials, which we refer to as the Notice, to our
shareholders. All shareholders will have the ability to access the proxy materials on the website referred to in the Notice or request to receive a printed set of the
proxy materials. Instructions on how to access the proxy materials over the Internet or to request a printed copy may be found in the Notice. In addition,
shareholders may request to receive proxy materials in printed form by mail or electronically by email on an ongoing basis. We encourage shareholders to take
advantage of the availability of the proxy materials on the Internet to help reduce the cost and environmental impact of our annual meetings.

I share an address with another shareholder, and we received only one paper copy of the proxy materials. How may I obtain an additional copy of the
proxy materials?

We have adopted a procedure called “householding,” which the SEC has approved. Under this procedure, we are delivering a single copy of the Notice and,
if applicable, this proxy statement and the Annual Report to multiple shareholders who share the same address unless we have received contrary instructions from
one or more of the shareholders. This procedure reduces our printing costs, mailing costs and fees. Shareholders who participate in householding will continue to
be able to access and receive separate proxy cards. Upon written or oral request, we will promptly deliver a separate copy of the Notice and, if applicable, this
proxy statement and the Annual Report to any shareholder at a shared address to which we delivered a single copy of any of these documents. To receive a
separate copy of the Notice and, if applicable, this proxy statement or the Annual Report, shareholders may write or call us at the following address and telephone
number of our principal executive offices:

Investor Relations
Questcor Pharmaceuticals, Inc.

1300 North Kellogg Drive, Suite D
Anaheim, California 92807

(714) 786-4200
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Shareholders who hold shares in “street name” (as described below) may contact their brokerage firm, bank, broker-dealer or other similar organization to
request information about householding.

What am I being asked to vote upon?

At the Annual Meeting, our shareholders will be asked to:
 

 •  elect seven (7) directors to serve for the ensuing year and until their successors are duly elected and qualified (Proposal No. 1);
 

 •  vote upon a proposal to approve an advisory (non-binding) resolution regarding the compensation of our named executive officers (Proposal No. 2);
 

 
•  ratify the selection of BDO USA, LLP as our independent registered public accounting firm for the year ending December 31, 2012 (Proposal No. 3);

and
 

 •  act upon such other matters as may properly come before the Annual Meeting or any postponement or adjournment thereof.

Who is entitled to vote at the Annual Meeting?

Each holder of record of our common stock on the record date is entitled to one vote for each share held on all matters to be voted upon at the Annual
Meeting, as well as one vote for each director standing for election.

For the election of directors, our Articles of Incorporation authorize our shareholders to use “cumulative voting,” which increases the ability of
shareholders to elect certain nominees to our Board of Directors. Any shareholder attending the Annual Meeting or voting by proxy may elect to invoke
cumulative voting. If cumulative voting is invoked by any such shareholder, each shareholder of record of common stock on the record date may cumulate votes
(cast more than one vote per share) for a candidate only if the candidate is nominated before the voting. Cumulative voting can be invoked if and only if at least
one shareholder gives notice before the Annual Meeting that he or she intends to cumulate votes. If cumulative voting applies to the election of directors at the
Annual Meeting, each shareholder of record of common stock on the record date will have a number of votes equal to the number of directors to be elected
multiplied by the number of shares of record held by the shareholder. In the event that cumulative voting is invoked, each holder of record of common stock on
the record date may cast all of their votes for one candidate or may distribute their votes among different candidates. In addition, in the event that cumulative
voting is invoked, proxy holders will vote in a manner that provides the best chance that Questcor’s nominees standing for election are elected.

All votes will be tabulated by the inspector of election appointed for the Annual Meeting, who will separately tabulate affirmative and negative votes,
abstentions and broker non-votes.

How are proxies voted?

All shares represented by valid proxies received prior to the Annual Meeting will be voted and, where a shareholder specifies by means of the proxy a
choice with respect to any matter to be acted upon, the shares will be voted in accordance with the shareholder’s instructions.

How can I attend the Annual Meeting?

Shareholders must present a form of government-issued personal photo identification in order to be admitted to the Annual Meeting. If your shares are held
in street name, you also will need proof of ownership to be admitted to the Annual Meeting. A recent brokerage statement or a letter from your nominee are
examples of acceptable proof of ownership.
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The use of mobile phones, pagers, recording or photographic equipment, tablets and/or computers is not permitted in the meeting room at the
Annual Meeting.

What is the difference between a shareholder of record and a beneficial owner of shares held in street name?
 

 
•  Shareholder of Record. If your shares are registered directly in your name with our transfer agent, Computershare Trust Company, N.A., you are

considered the shareholder of record with respect to those shares, and the Notice was sent directly to you by us. If you request printed copies of the
proxy materials by mail, you will receive a proxy card.

 

 

•  Beneficial Owner of Shares Held in Street Name. If your shares are held in an account at a brokerage firm, bank, broker-dealer, or other similar
organization, then you are the beneficial owner of shares held in “street name,” and the Notice was forwarded to you by that organization. The
organization holding your account is considered the shareholder of record for purposes of voting at the Annual Meeting. As a beneficial owner, you
have the right to instruct that organization on how to vote the shares held in your account. Those instructions are contained in a “vote instruction
form.” If you request printed copies of the proxy materials by mail, you will receive a vote instruction form.

If I am a shareholder of record of Questcor’s shares, how do I vote?

There are three ways to vote:
 

 •  In person. If you are a shareholder of record, you may vote in person at the Annual Meeting. We will give you a ballot when you arrive.
 

 

•  Via the Internet. You may vote by proxy via the Internet by following the instructions provided to you in the Notice or the proxy card. Internet voting
is available 24 hours a day and will be accessible until 1:00 a.m. Central Time on May 10, 2012 by visiting www.envisionreports.com/QCOR and
following the instructions. Our Internet voting procedures are designed to authenticate shareholders by using individual control numbers, which are
located on the Notice. If you vote by Internet, you do not need to return your proxy card.

 

 
•  By Mail. If you request printed copies of the proxy materials by mail, you may vote by proxy by filling out the proxy card and sending it back in the

envelope provided. If the envelope provided is missing, please mail your completed proxy card to Questcor Pharmaceuticals, Inc., c/o Proxy
Services, Computershare Trust Company, N.A., P.O. Box 43101, Providence, Rhode Island 02940-5067.

If I am a beneficial owner of shares held in street name, how do I vote?

There are three ways to vote:
 

 
•  In person. If you are a beneficial owner of shares held in street name and you wish to vote in person at the Annual Meeting, you must obtain a legal

proxy from the organization that holds your shares. Please contact that organization for instructions regarding obtaining a legal proxy.
 

 

•  Via the Internet. You may vote by proxy via the Internet by following the instructions provided to you in the Notice. Internet voting is available
24 hours a day and will be accessible until 1:00 a.m. Central Time on May 10, 2012 by visiting www.envisionreports.com/QCOR and following the
instructions. Our Internet voting procedures are designed to authenticate shareholders by using individual control numbers, which are located on the
Notice.

 

 
•  By Mail. If you request printed copies of the proxy materials by mail, you may vote by proxy by filling out the vote instruction form and sending it

back in the envelope provided. If the envelope provided is missing, please mail your completed vote instruction form to Questcor Pharmaceuticals,
Inc., c/o Proxy Services, Computershare Trust Company, N.A., P.O. Box 43101, Providence, Rhode Island 02940-5067.
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What happens if I do not give specific voting instructions?
 

 •  Shareholders of Record. If you are a shareholder of record and you:
 

 •  indicate when voting on the Internet that you wish to vote as recommended by our Board of Directors; or
 

 •  sign and return a proxy card without giving specific voting instructions,

then the proxy holders will vote your shares in the manner recommended by our Board of Directors on all matters presented in this proxy statement and as the
proxy holders may determine in their discretion with respect to any other matters properly presented for a vote at the Annual Meeting.
 

 

•  Beneficial Owners of Shares Held in Street Name. If you are a beneficial owner of shares held in street name and do not provide the organization that
holds your shares with specific voting instructions, under the rules of various national and regional securities exchanges, the organization that holds
your shares may generally vote on routine matters but cannot vote on non-routine matters. If the organization that holds your shares does not receive
instructions from you on how to vote your shares on a non-routine matter, the organization that holds your shares will inform the inspector of election
that it does not have the authority to vote on this matter with respect to your shares. This is generally referred to as a “broker non-vote.”

Which ballot measures are considered “routine” or “non-routine”?

The ratification of the selection of BDO USA, LLP as our independent registered public accounting firm for the year ending December 31, 2012 (Proposal
No. 3) is a matter considered routine under applicable rules. A broker or other nominee may generally vote on routine matters, and therefore no broker non-votes
are expected to exist in connection with Proposal No. 3.

The election of directors (Proposal No. 1) and the advisory vote on executive compensation (Proposal No. 2) are matters considered non-routine under
applicable rules. A broker or other nominee cannot vote without instructions on non-routine matters, and therefore there may be broker non-votes on Proposals
No. 1 and No. 2.

What is the quorum requirement for the Annual Meeting?

The holders of a majority of the shares entitled to vote at the Annual Meeting must be present at the Annual Meeting or present by proxy for the transaction
of business. This is called a quorum. Your shares will be counted for purposes of determining if there is a quorum, whether representing votes for, against,
withheld, or abstained, or if they are broker non-votes, if you:
 

 •  are present at the Annual Meeting; or
 

 •  have voted on the Internet, or by properly submitting a proxy card or vote instruction form by mail.

If a quorum is not present, the Annual Meeting will be adjourned until a quorum is obtained.

Broker non-votes, however, are not counted as shares present and entitled to be voted with respect to a matter on which the broker has expressly not voted.
If there is no quorum, the chairman of the meeting or holders of a majority of shares present at the meeting in person or represented by proxy may adjourn the
meeting to another date.
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What is the voting requirement to approve each of the proposals?

For Proposal No. 1, the seven nominees receiving the highest number of “FOR” votes of the shares entitled to be voted for them will be elected as directors
to serve until the next annual meeting of shareholders and until their successors are duly elected and qualified. For Proposal No. 1, the Inspector of Elections
appointed for the Annual Meeting will count the votes “FOR,” and “AGAINST,” or “WITHHELD.” Votes that are voted “WITHHELD” and broker non-votes
will be treated as shares present for the purpose of determining the presence of a quorum for the transaction of business at the Annual Meeting, but will have no
effect and will not be counted towards the vote total for Proposal No. 1.

Proposal No. 2 requires the affirmative vote of a majority of the shares present in person or represented by proxy at the Annual Meeting and entitled to vote
on Proposal No. 2. For Proposal No. 2, the Inspector of Elections appointed for the Annual Meeting will count the votes “FOR,” and “AGAINST,” or
“ABSTAIN.” Votes that are voted “ABSTAIN” and broker non-votes will be treated as shares present for the purpose of determining the presence of a quorum for
the transaction of business at the Annual Meeting, but will have no effect and will not be counted towards the vote total for Proposal No. 2.

Proposal No. 3 requires the affirmative vote of a majority of the outstanding shares present in person or represented by proxy at the Annual Meeting and
entitled to vote on Proposal No. 3. For Proposal No. 3, the Inspector of Elections appointed for the Annual Meeting will count the votes “FOR,” “AGAINST,” or
“ABSTAIN.” Abstentions will be treated as shares present for the purpose of determining the presence of a quorum for the transaction of business at the Annual
Meeting. Abstentions have no effect and will not be counted towards the vote total for Proposal No. 3.

In order to minimize the number of broker non-votes, we encourage you to provide voting instructions to the organization that holds your shares by
carefully following the instructions provided in the Notice.

What can I do if I change my mind after I vote my shares?

Any person giving a proxy pursuant to this solicitation has the power to revoke it at any time before it is voted. It may be revoked by filing a written notice
of revocation or a duly executed proxy bearing a later date with our Corporate Secretary at our principal executive offices at 1300 North Kellogg Drive, Suite D,
Anaheim, California 92807, or it may be revoked by attending the Annual Meeting and voting in person. Attendance at the Annual Meeting will not, by itself,
revoke a proxy.

If you are a beneficial owner of shares, you may submit new voting instructions by contacting your bank, broker or other holder of record. You may also
vote in person at the Annual Meeting if you obtain a legal proxy as described in the answer to the “If I am a beneficial owner of shares held in street name, how
do I vote?” question on page 3 of this proxy statement.

All shares that have been properly voted and not subsequently revoked will be voted at the Annual Meeting.

What shares are included on the proxy card?

If you are a shareholder of record you will receive only one proxy card for all the shares you hold:
 

 •  in certificate form; and
 

 •  in book-entry form;

and if you are a Questcor employee you will receive only one proxy card for all the shares you hold:
 

 •  in our Amended and Restated 2003 Employee Stock Purchase Plan; and
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 •  shares of restricted stock awarded to you (including shares which are not yet vested).

If you are a beneficial owner, you will receive voting instructions, and information regarding the householding, or consolidation, of your vote, from your
bank, broker or other holder of record.

Is there a list of shareholders entitled to vote at the Annual Meeting?

The names of shareholders of record entitled to vote at the Annual Meeting will be available at the Annual Meeting and for ten days prior to the Annual
Meeting for any purpose germane to the Annual Meeting, between the hours of 9:00 a.m. and 4:30 p.m., Pacific Time, at our principal executive offices at 1300
North Kellogg Drive, Suite D, Anaheim, California 92807. Please contact our Corporate Secretary at our principal executive offices to obtain such a listing.

Could other matters be decided at the Annual Meeting?

At the date this proxy statement went to press, we did not know of any matters to be raised at the Annual Meeting other than those referred to in this proxy
statement.

If you have returned your signed and completed proxy card and other matters are properly presented at the Annual Meeting for consideration, the
designated proxies appointed by our Board of Directors (the persons named on your proxy card if you are a shareholder of record) will have the discretion to vote
on those matters for you.

Who will pay for the cost of this proxy solicitation?

We will bear the entire cost of solicitation of proxies, including preparation, assembly, printing, mailing and electronic distribution or hosting of this proxy
statement, the proxy and any additional information furnished to shareholders. If necessary, we may retain a proxy solicitor to assist in the solicitation of proxies
for a reasonable fee for which we will bear the entire cost.

Electronic copies of solicitation materials will be furnished to banks, brokerage houses, fiduciaries and custodians holding in their names shares of our
common stock, beneficially owned by others to electronically distribute to such beneficial owners.

We will reimburse persons representing beneficial owners of common stock for their costs of forwarding solicitation materials to such beneficial owners.
Original solicitation of proxies by mail may be supplemented by telephone, telegram, email or personal solicitation by our directors, officers or other regular
employees. No additional compensation will be paid to directors, officers or other regular employees for such services.

Who will count the vote?

Representatives of our transfer agent, Computershare Trust Company, N.A., will tabulate the votes and act as inspector of election.

What is the deadline to propose actions for consideration or to nominate individuals to serve as directors at the 2013 annual meeting of shareholders?
 

 

•  Requirements for Shareholder Proposals to Be Considered for Inclusion in Ouestcor’s Proxy Materials. Shareholder proposals to be considered for
inclusion in the proxy statement and form of proxy relating to the 2013 annual meeting of shareholders must be received no later than November 30,
2012. In addition, all proposals will need to comply with Rule 14a-8 of the Securities Exchange Act of 1934, as amended, which we refer to as the
Exchange Act, which lists the requirements for the inclusion of shareholder proposals in company-sponsored proxy materials. Shareholder proposals
must be delivered to our principal executive offices located at 1300 North Kellogg Drive, Suite D, Anaheim, California 92807.
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•  Requirements for Shareholder Proposals to Be Brought Before the 2013 Annual Meeting of Shareholders. Notice of any director nomination or other
proposal that you intend to present at the 2013 annual meeting of shareholders, but do not intend to have included in the proxy statement and form of
proxy relating to the 2013 annual meeting of shareholders, must be delivered to our principal executive offices located at 1300 North Kellogg Drive,
Suite D, Anaheim, California 92807 not earlier than the close of business on December 30, 2012 and no later than the close of business on
January 30, 2013. In addition, your notice must satisfy the conditions for such proposals set forth in our Amended and Restated Bylaws, which
contain requirements with respect to director nominations and other shareholder proposals.

What is the process for shareholders to communicate with our Board of Directors?

Shareholders who wish to contact our Board of Directors or any of its individual members may do so by writing to Questcor Pharmaceuticals, Inc. at 1300
North Kellogg Drive, Suite D, Anaheim, California 92807. Correspondence directed to an individual director is referred, unopened, to that member.
Correspondence not directed to a particular director is referred, unopened, to the Chairman of our Board of Directors, who then bears the responsibility of
providing copies of the correspondence to all directors, as he deems appropriate.
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PROPOSAL 1

ELECTION OF DIRECTORS

Our shareholders will be voting on the election of the seven (7) nominees listed below. Each director elected will hold office until the next annual meeting
of shareholders and until his successor is duly elected and qualified, or until such director’s earlier death, resignation or removal.

Shares represented by executed proxies will be voted, if authority to do so is not withheld, for the election of the seven (7) nominees named below. In the
event that any nominee should be unavailable for election as a result of an unexpected occurrence, such shares will be voted for the election of such substitute
nominee as our Board of Directors may propose. Each person nominated for election has agreed to serve if elected and our Board of Directors has no reason to
believe that any nominee will be unable to serve.

Directors are elected by a plurality of the votes present in person or represented by proxy and entitled to vote. The nominees receiving the highest number
of votes of shares entitled to vote for them, up to the number of directors to be elected, will be elected. Votes withheld will be counted for the purposes of
determining the presence or absence of a quorum for the transaction of business at the Annual Meeting, but will have no other effect upon the election of directors
under California law. Under California law and our Amended and Restated Bylaws, if any shareholder present at the Annual Meeting gives such notice, all
shareholders may cumulate their votes for the election of directors. The proxy holders will cast the votes covered by the proxies received by them in such a
manner under cumulative voting as they believe will ensure the election of as many of our nominees as possible.

Nominees

The nominees discussed below all currently serve as directors of Questcor. Our Board of Directors, with input from its Nominating and Corporate
Governance Committee, from time to time reviews the composition of our Board of Directors and whether any changes to its composition, including through the
addition of a new director or directors, are necessary or appropriate. Among other factors, our Board of Directors considers balancing continuity on the Board
with the benefit of proposing changes to the Board, including by adding new directors. A majority of our directors joined the Board within the past five years. Our
Board of Directors also seeks to have directors with diverse professional experiences in an effort to ensure that multiple points of view are available to our Board
of Directors during its deliberations. Most recently, in February 2012, Scott M. Whitcup, M.D., was appointed to our Board of Directors. As discussed below,
Dr. Whitcup has significant experience and skills related to the scientific and medical fields, and his addition to our Board of Directors furthers our commitment
to patients with difficult to treat diseases. For information regarding the factors that are considered in evaluating director nominees, please see the Nominating and
Corporate Governance Committee section below.

The names of the nominees and certain information about them are set forth below:
 
Name   Age   Principal Occupation
Don M. Bailey    66    President and Chief Executive Officer, Questcor; Director
Mitchell J. Blutt, M.D.    55    Chief Executive Officer, Consonance Capital; Director
Neal C. Bradsher    46    President, Broadwood Capital, Inc.; Director
Stephen C. Farrell    46    Chief Executive Officer, NationsHealth, Inc.; Director
Louis Silverman    53    Chief Executive Officer, Marina Medical Billing Service Inc.; Director
Virgil D. Thompson    72    Chief Executive Officer, Spinnaker Biosciences, Inc.; Director
Scott M. Whitcup, M.D.    52    Executive VP & Chief Scientific Officer, Allergan, Inc.; Director

Don M. Bailey joined our Board of Directors in May 2006. Mr. Bailey was appointed as our interim President in May 2007 and was appointed as our
President and Chief Executive Officer in November 2007. Mr. Bailey has been Chairman of the board of directors of STAAR Surgical Company since
April 2005. STAAR Surgical Company is a leader in the development, manufacture, and marketing of minimally invasive ophthalmic products employing
proprietary technologies. Broadwood Partners, L.P., a partnership controlled by Neal C. Bradsher, owns approximately 16% of STAAR Surgical. Mr. Bailey was
the Chairman of the board of directors of
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Comarco, Inc. from 1998 until 2007, and was employed by Comarco, where he served as its Chief Executive Officer from 1991 until 2000. Mr. Bailey holds a
B.S. degree in mechanical engineering from the Drexel Institute of Technology, an M.S. degree in operations research from the University of Southern California,
and an M.B.A. from Pepperdine University.

We believe that Mr. Bailey’s qualifications to continue to serve on our Board of Directors include his serving as our interim President since May 2007, and
as our President and Chief Executive Officer since November 2007, as well as his over 12 years of experience as a chief executive officer of various corporations,
and his over 20 years of experience as a director of various public companies. During Mr. Bailey’s tenure as our President and Chief Executive Officer, we have
served dramatically increasing numbers of patients suffering from difficult-to-treat diseases, including babies suffering from infantile spasms as well as adult
populations suffering from other difficult-to-treat diseases. Included in this patient service is the provision of $124 million in free drug provided to patients in
need since September 2007. In addition, under Mr. Bailey’s leadership, we have generated strong shareholder returns, with our stock price appreciating by
approximately 3,700% from May 1, 2007 to March 20, 2012. Concurrently, we also have returned $107 million to our shareholders via share buybacks during this
same period.

Mitchell J. Blutt, M.D., joined our Board of Directors in July 2010. Dr. Blutt is the founder and Chief Executive Officer of Consonance Capital, a New
York-based private investment firm that is a shareholder of Questcor. Dr. Blutt is also board-certified in Internal Medicine and a Clinical Assistant Professor of
Medicine at Weill Cornell Medical College. Prior to founding Consonance Capital in 2005, Dr. Blutt was Executive Partner at JP Morgan Partners, a multi-billion
dollar global investment fund, and was responsible for locating, structuring, negotiating and financing acquisitions, private equity and venture capital transactions,
primarily in the healthcare industry. Dr. Blutt earned his B.A. and M.D. degrees from the University of Pennsylvania and his M.B.A. from The Wharton School at
the University of Pennsylvania. Dr. Blutt completed his residency in Internal Medicine at The New York Hospital/Cornell Medical Center. Dr. Blutt has served on
the boards of directors of over thirty healthcare companies, including Cardinal Health, Fisher Scientific, and Somerset Pharmaceuticals.

We believe that Dr. Blutt’s qualifications to continue to serve on our Board of Directors include his extensive record as a successful investor in public
companies, including companies in the healthcare industry, his experience in the medical field, and his extensive experience as a director in pharmaceutical and
healthcare companies. Dr. Blutt’s experience as a medical doctor, including his perspective as a clinician, has benefited our Board of Directors’ consideration of
how Acthar can best provide therapeutic benefit to patients.

Neal C. Bradsher, CFA, joined our Board of Directors in March 2004. Since 2002, Mr. Bradsher has been the founder and President of Broadwood Capital,
Inc., a New York-based private investment firm that is a shareholder of Questcor. Mr. Bradsher currently is a director of BioTime, Inc., whose board of directors
he joined in July 2009. BioTime is a biotechnology company focused on regenerative medicine, an emerging field of therapeutic product development based on
technologies developed in stem cell research. Mr. Bradsher holds a B.A. degree in economics from Yale College and is a Chartered Financial Analyst.

We believe that Mr. Bradsher’s qualifications to continue to serve on our Board of Directors include his extensive record as a successful investor in public
companies, including companies in the healthcare industry, his record as a shareholder activist, his experience in implementing corporate governance initiatives
that have led to increases in shareholder value, and his extensive financial analyst background. A partnership managed by Mr. Bradsher provided a portion of the
financing that enabled us to purchase Acthar in 2001, upgrade the manufacturing process for Acthar, and make other investments that enabled us to maintain an
adequate supply of Acthar. Because of his involvement in that financing, Mr. Bradsher brings a historical perspective to the board regarding the unique nature of
the product and its importance to patients.

Stephen C. Farrell, CPA, joined our Board of Directors in November 2007. Since February 2011, Mr. Farrell has served as Chief Executive Officer of
NationsHealth, Inc., a medical equipment and healthcare business process outsourcing company. Mr. Farrell previously served as President of PolyMedica
Corporation until PolyMedica was acquired by Medco Health Solutions. During his eight year tenure at PolyMedica, Mr. Farrell served in various positions,
including President, Chief Operating Officer, Chief Financial Officer, Chief Compliance Officer, and Treasurer. Mr. Farrell was also Executive Vice President and
Chief Financial Officer of Stream Global Services, Inc., a business process outsourcing company with 17,000 employees worldwide. Earlier in his career,
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Mr. Farrell served as Senior Manager at PricewaterhouseCoopers LLP. Mr. Farrell is a founder of Core Contracting Services, Inc., a start-up environmental
remediation and demolition company. Mr. Farrell is currently on the board of directors of Brewster Academy, a college preparatory school. Mr. Farrell holds an
A.B. from Harvard University and an M.B.A. from the University of Virginia. Mr. Farrell is also a certified public accountant.

We believe that Mr. Farrell’s qualifications to continue to serve on our Board of Directors include his significant accounting, auditing and financial
reporting experience, which allows him to serve as an audit committee financial expert and as Chairman of our Audit Committee, his substantial experience as a
healthcare executive, and his experience as a senior executive of a public healthcare company during a period of significant growth.

Louis Silverman joined our Board of Directors in November 2009. Mr. Silverman joined Marina Medical Billing Services as its Chief Executive Officer in
August 2009. From August 2008 until August 2009, Mr. Silverman served as Chief Executive Officer of LifeComm, a wireless health services initiative founded
by Qualcomm Incorporated. From August 2000 until August 2008, Mr. Silverman served as President and Chief Executive Officer of Quality Systems, Inc., a
publicly traded, healthcare information technology company. From May 2005 until June 2008, Mr. Silverman also served as a director of Quality Systems. During
his tenure as President, Quality Systems grew from $30 million in revenue to $250 million, and the market capitalization of Quality Systems increased from
$42 million to $1.2 billion. Among a host of awards, Forbes magazine recognized Quality Systems as one of its 200 Best Small Companies during each of his
eight years with that company. Prior to joining Quality Systems, Mr. Silverman served as the Chief Operating Officer of CorVel Corporation, a worker’s
compensation managed care services company. CorVel Corporation was named to the Forbes’ 200 Best Small Companies list during each year of Mr. Silverman’s
seven year tenure with that company. Mr. Silverman earned a B.A. from Amherst College and an M.B.A. from Harvard Business School.

We believe that Mr. Silverman’s qualifications to continue to serve on our Board of Directors include his over eight years of experience as a President and
Chief Executive Officer of a public healthcare information technology company during a period of significant growth and his substantial experience as an officer
and director in the healthcare industry.

Virgil D. Thompson joined our Board of Directors in January 1996. Since July 2009, Mr. Thompson has served as Chief Executive Officer and director of
Spinnaker Biosciences, Inc., a private ophthalmic drug delivery company. Mr. Thompson served as the President, Chief Executive Officer and as a director of
Angstrom Pharmaceuticals, Inc. from November 2002 until July 2007. From September 2000 until August 2002, Mr. Thompson was President, Chief Executive
Officer and a director of Chimeric Therapies, Inc. From May 1999 until September 2000, Mr. Thompson was President, Chief Operating Officer and a member of
the board of directors of Bio-Technology General Corporation, a pharmaceutical company (now Savient Pharmaceuticals, Inc.). Mr. Thompson is also the
Chairman of the board of directors of Aradigm Corporation, and is a member of the boards of directors of Savient Pharmaceuticals, Inc. and Soligenix, Inc.
Mr. Thompson holds a B.S. degree in pharmacy from the University of Kansas and a J.D. degree from The George Washington University Law School.

We believe that Mr. Thompson’s qualifications to continue to serve on our Board of Directors include his over 40 years of significant senior management
and financial oversight experience in the pharmaceutical and biopharmaceutical industries. He provides our Board of Directors with invaluable insight into the
functioning of pharmaceutical companies, and his involvement on various committees of the boards of directors of other pharmaceutical companies allows him to
bring meaningful perspective to the committees on which he serves.

Scott M. Whitcup, M.D., joined our Board of Directors in February 2012. Dr. Whitcup is the Executive Vice President, R&D and Chief Scientific Officer at
Allergan. Previously, Dr Whitcup was Senior Vice President and Head of the Ophthalmology Therapeutic Area at Allergan. Dr. Whitcup is on the faculty at the
Jules Stein Eye Institute/David Geffen School of Medicine at UCLA and also serves as a Director on the board of directors of Avanir Pharmaceuticals, Inc., and
as a member of the Biology Chair’s Council at the California Institute of Technology, or Caltech. Dr. Whitcup graduated from Cornell University Medical College
and completed residency training both in internal medicine at UCLA Medical Center and in ophthalmology at the Massachusetts Eye and Ear Infirmary-Harvard
Medical School. Dr. Whitcup then received fellowship training in uveitis and ocular immunology at the National Eye Institute at the National Institutes of Health.
Prior to coming to Allergan, Dr. Whitcup was Clinical Director of the National Eye Institute, and also served as head of the Clinical Branch and Director of the
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uveitis and ocular immunology fellowship program. Dr. Whitcup also served as Chair of the NIH Medical Executive Committee. Dr. Whitcup currently directs
Allergan’s discovery efforts and the worldwide clinical development programs that include ophthalmology, neurosciences, dermatology, plastic surgery, obesity,
and urology. Dr. Whitcup’s laboratory work has focused on inflammatory disease and the role of cell adhesion molecules in the pathogenesis of autoimmune
disease. Dr. Whitcup is an author on over 150 scientific articles, book chapters, and a textbook on ocular inflammatory disease. Dr. Whitcup has been the recipient
of numerous awards including the Cogan Award from the Association for Research in Vision and Ophthalmology (ARVO).

We believe that Dr. Whitcup’s qualifications to continue to serve on our Board of Directors include his extensive experience as a director and executive
officer in pharmaceutical and healthcare companies. Dr. Whitcup also provides a unique perspective to our Board of Directors because of his extensive experience
and skills related to the scientific and medical field, including his significant involvement in drug discovery efforts.

GOVERNANCE OF QUESTCOR PHARMACEUTICALS

Corporate Governance Principles

We are committed to maintaining high standards of corporate governance. Our Articles of Incorporation, our Amended and Restated Bylaws and the
charters of the committees of our Board of Directors provide additional framework for our corporate governance principles. Additionally, we are incorporated in
the State of California, the corporation laws of which include several shareholder protection mechanisms, including cumulative voting and the ability of the
holders of 10% of our outstanding common stock to call special meetings.

Our business, property and affairs are managed on behalf of our shareholders under the direction of our Board of Directors. Our Board of Directors selects
the senior management team, which is charged with managing our day-to-day operations. Members of our Board of Directors are kept informed of our business
through discussions with the Chief Executive Officer and other officers and employees, by reviewing materials requested by them or otherwise provided to them
and by participating in meetings of our Board of Directors and its committees. Having selected the senior management team, our Board of Directors acts as an
advisor and counselor to senior management, monitors its performance and proposes or makes changes to the senior management team when it deems changes
necessary or appropriate.

On an ongoing basis, our Board of Directors continues its efforts to implement shareholder-oriented corporate governance changes at Questcor. In October
2009, in connection with its regular review of best practices in corporate governance, our Board of Directors unanimously voted to amend our shareholder rights
plan (referred to as a “poison pill”) to accelerate the final expiration date of the preferred stock purchase rights issued thereunder. The amendment had the effect
of terminating the rights plan effective October 26, 2009. In addition, at the same meeting, our Board of Directors approved amendments to our Bylaws to require
any of our shareholders submitting a proposal or director nomination to provide information regarding hedging positions or other agreements that serve to
mitigate or otherwise manage the risk of changes to our stock price, and to update such information within ten days after the record date for our annual meeting.
This amendment is intended to ensure that all shareholders are informed of a proponent’s actual financial interest in Questcor. The Board of Directors also
adopted an amendment to our Bylaws to allow shareholders to prevent our Board of Directors from reversing amendments to our Bylaws previously approved by
the shareholders. In April 2010, we adopted a Bonus Compensation Recoupment Policy, which included standards for seeking the return (claw-back) from our
Chief Executive Officer and Chief Financial Officer of all or a portion of bonus awards, whether in the form of cash or equity, upon the occurrence of certain
events. We anticipate that we will revise our Bonus Compensation Recoupment Policy at such time as the SEC completes its rulemaking process with respect to
such policies, but we may revisit our policy in advance of SEC rulemaking. Also in April 2010, our Board of Directors adopted a stock ownership guideline for
non-employee directors. Pursuant to the guideline, non-employee directors are expected, within four years of the later of (i) the adoption of the policy or (ii) the
date on which a non-employee director first joins our Board of Directors, to acquire and hold 10,000 shares of our Common Stock, which includes shares
beneficially owned by the non-employee director, including shares which would be “deemed” beneficially owned pursuant to Rule 13d-3 promulgated under the
Exchange Act, but not shares underlying stock options or otherwise subject to a right to acquire. In 2011, we amended our 2006 Equity Incentive Award Plan to
eliminate a provision in the plan which allowed for the re-pricing of stock options, which provision had not previously been utilized. The 2006 Equity Incentive
Award Plan was also
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amended to require that stock grants, other than grants made in lieu of cash compensation, be subject to minimum time-vesting periods. Also in 2011, we formally
adopted our shareholders’ recommendation that we submit our executive compensation to a non-binding shareholder vote on an annual basis. This year’s vote on
this matter is discussed on page 38 of this Proxy Statement. Finally, in 2012, our Board of Directors established a Compliance Committee reporting to our Board
of Directors to assist our Board with its oversight function regarding our compliance with healthcare laws and regulations. Our Chief Compliance Officer has a
direct line of communication to the Compliance Committee.

The Nominating and Corporate Governance Committee of our Board of Directors has a goal of considering, evaluating and selectively adopting
shareholder-oriented governance initiatives. Each year it considers potential corporate governance initiatives that could be implemented at Questcor, in light of
evolving best practices in corporate governance, legislation and regulatory reform in the area of corporate governance. In 2012, the Nominating and Corporate
Governance Committee evaluated, among other potential initiatives, the possibility of establishing a majority voting standard for the election of directors. As part
of its evaluation, the Nominating and Corporate Governance Committee reviewed our shareholders’ ability to cumulate votes in the election of directors under
our Amended and Restated Articles of Incorporation. The Nominating and Corporate Governance Committee believes that cumulative voting allows shareholders
to increase their influence over director elections by allowing shareholders to concentrate their votes on one or more individual directors, and the committee
decided that preserving cumulative voting provided a more meaningful protection for our shareholders than whatever protection shareholders might have under a
majority voting standard. The Nominating and Corporate Governance Committee also determined that many public companies eligible to do so elected not to
provide the benefits of cumulative voting to their shareholders. The Nominating and Corporate Governance Committee will continue to consider shareholder-
oriented governance initiatives for recommendation to our Board of Directors as it deems appropriate.

Director Independence

The Board of Directors has determined that each of the directors, with the exception of Mr. Bailey, is independent (as defined under the NASDAQ Stock
Market, which we refer to as NASDAQ, listing rules) for purposes of serving on our Board of Directors and each committee of which the respective directors are
members. In addition to being independent, directors are expected to (i) act in the best interests of all shareholders; (ii) develop and maintain a sound
understanding of our business and the industry in which it operates; (iii) prepare for and attend meetings of our Board of Directors and applicable meetings of
committees of our Board of Directors; and (iv) provide active, objective and constructive participation at those meetings.

Board Leadership Structure

Our Board of Directors has, as with prior years, chosen to separate the positions of principal executive officer and Chairman of our Board of Directors. Our
Board of Directors believes that it is in the best interests of our shareholders to separate the two positions because combining both positions in the same individual
may concentrate too much power in the hands of a single executive. Having an independent Chairman of our Board of Directors may help facilitate
communications and relations between our Board of Directors and our officers.

Board of Directors and Committee Meetings

The Board of Directors held 10 meetings during the year ended December 31, 2011. The Board of Directors has an Audit Committee, which held seven
meetings during the year ended December 31, 2011, a Nominating and Corporate Governance Committee, which held four meetings during the year ended
December 31, 2011, and a Compensation Committee, which held 11 meetings during the year ended December 31, 2011. Each of the directors attended at least
75% of the aggregate number of meetings of both our Board of Directors and the committees on which he served, held during the period for which he was a
director or committee member, respectively.

We have not adopted a formal policy on members of our Board of Directors attendance at our annual meetings of shareholders, although all members of our
Board of Directors are invited to attend. All of the then-members of our Board of Directors attended our 2011 annual meeting of shareholders.
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The Audit Committee, Nominating and Corporate Governance Committee, Compensation Committee, and Compliance Committee operate under written
charters adopted by our Board of Directors. The Audit Committee, Nominating and Corporate Governance Committee, and Compensation Committee charters
were attached as exhibits to our proxy statement for our 2010 annual meeting of shareholders. The Compliance Committee Charter is included as Exhibit A to this
Proxy Statement, and all of our committees’ charters are available on our website at www.questcor.com.

Committees of our Board of Directors

Audit Committee

We have a separately designated standing Audit Committee of our Board of Directors established in accordance with the requirements of Section 3(a)(58)
(A) of the Exchange Act. The Audit Committee is responsible for overseeing our financial controls, including the selection of our independent registered public
accounting firm, the scope of the audit procedures, the nature of the services to be performed by and the fees to be paid to our independent registered public
accounting firm, and any changes to our accounting standards. The Audit Committee is currently composed of three non-employee directors: Mr. Farrell, who
serves as Chairman, Dr. Blutt and Mr. Thompson. The Nominating and Corporate Governance Committee of our Board of Directors has recommended to our
Board of Directors that the Audit Committee be composed of Mr. Farrell (as Chairman), Dr. Blutt, and Mr. Thompson following the Annual Meeting should each
be elected to our Board of Directors by our shareholders. Following the Annual Meeting, our Board of Directors will determine the composition of the Audit
Committee.

After reviewing the qualifications of all current Audit Committee members and any relationship they may have that might affect their independence from
us or our management, our Board of Directors has determined that (i) all current Audit Committee members are “independent” as that concept is defined under
Section 10A of the Exchange Act, (ii) all current Audit Committee members are “independent” as that concept is defined under the NASDAQ listing rules,
(iii) all current Audit Committee members have the ability to read and understand financial statements, and (iv) Mr. Farrell qualifies as an “audit committee
financial expert.” The determination set forth in (iv) of the foregoing sentence is based on a qualitative assessment of Mr. Farrell’s level of knowledge and
experience based on a number of factors, including his formal education and experience.

The Board of Directors will continue to assess the qualifications of the members of its Audit Committee in light of our financial complexity, position and
requirements in order to serve the best interests of us and our shareholders.
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AUDIT COMMITTEE REPORT

The information contained in this report shall not be deemed to be “soliciting material,” to be “filed” with the SEC or be subject to Regulation 14A or
Regulation 14C (other than as provided in Item 407 of Regulation S-K) or to the liabilities of Section 18 of the Exchange Act, and shall not be deemed to be
incorporated by reference in future filings with the SEC except to the extent that we specifically incorporate it by reference into a document filed under the
Securities Act of 1933 or the Exchange Act.

The Audit Committee has reviewed and discussed our audited financial statements for the year ended December 31, 2011 with management and our
independent registered public accounting firm for the year ended December 31, 2011, BDO USA, LLP, which we refer to as BDO. The Audit Committee has
discussed with BDO the matters required to be discussed under auditing standards generally accepted in the United States, including those matters set forth in
Statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vol. 1, AU Section 380), as adopted by the Public Company Accounting
Oversight Board in Rule 3200T regarding “Communication with Audit Committees.” In addition, the Audit Committee has received the written disclosures and
the letter from BDO required by applicable requirements of the Public Company Accounting Oversight Board regarding the independent accountant’s
communications with the Audit Committee concerning independence, and has discussed with BDO that firm’s independence from us. The Audit Committee has
also considered whether BDO’s provision of non-audit services to us is compatible with maintaining the independent registered public accounting firm’s
independence.

Management is responsible for our internal controls and the financial reporting process. Our independent auditors are responsible for performing an
independent audit of our consolidated financial statements in accordance with the standards of the Public Company Accounting Oversight Board (United States)
and for issuing a report thereon. As provided in its charter, the Audit Committee’s responsibilities include oversight of these processes.

Based on the Audit Committee’s review and the reports and discussions described above, the Audit Committee recommended to our Board of Directors,
and our Board of Directors has approved, that the audited financial statements be included in our Annual Report on Form 10-K for the year ended December 31,
2011 for filing with the SEC.

Respectfully submitted by the members of the Audit Committee of our Board of Directors.

Stephen C. Farrell, Chairman
Mitchell J. Blutt, M.D.
Virgil D. Thompson

Nominating and Corporate Governance Committee

We have a separately designated standing Nominating and Corporate Governance Committee of our Board of Directors. The Nominating and Corporate
Governance Committee is responsible for (i) the identification of qualified candidates to become members of our Board of Directors; (ii) the selection of
candidates for recommendation to our Board of Directors as nominees for election as directors at the next annual meeting of shareholders; (iii) the selection of
candidates for recommendation to our Board of Directors to fill any vacancies on our Board of Directors; (iv) the selection of a candidate for recommendation to
our Board of Directors as the chairperson of our Board of Directors; (v) making recommendations to our Board of Directors regarding the staffing of committees
of our Board of Directors and the chairpersons of such committees; and (vi) analyzing and making recommendations to our Board of Directors regarding
corporate governance matters applicable to us. The Nominating and Corporate Governance Committee is composed of three non-employee directors:
Mr. Bradsher, who serves as Chairman, Dr. Blutt and Mr. Silverman. Each member of the Nominating and Corporate Governance Committee is “independent” as
that concept is defined under the NASDAQ listing rules. The Nominating and Corporate Governance Committee has recommended to our Board of Directors that
it be composed of Mr. Bradsher (as Chairman), Dr. Blutt, and Mr. Silverman following the Annual Meeting should each be elected to our Board of Directors by
our shareholders. Following the Annual Meeting, our Board of Directors will determine the composition of the Nominating and Corporate Governance
Committee.
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The Nominating and Corporate Governance Committee identifies director nominees through a combination of referrals, including from shareholders,
existing members of our Board of Directors and management, and direct solicitations, where warranted. The Nominating and Corporate Governance Committee
is empowered to engage organizations or companies that may help the Nominating and Corporate Governance Committee identify prospective outside director
candidates. Once a candidate has been identified, the Nominating and Corporate Governance Committee reviews the individual’s experience and background, and
may discuss the proposed nominee with the source of the recommendation. The Nominating and Corporate Governance Committee ensures that the proposed
nominee is interviewed by its committee members before making a final determination whether to recommend the individual as a nominee to the entire Board of
Directors either for appointment to our Board of Directors or to stand for election by the shareholders to our Board of Directors.

The Nominating and Corporate Governance Committee will consider candidates for directors proposed by shareholders. Procedures relating to the
submission of candidates to be voted upon at the Annual Meeting are set forth in our Amended and Restated Bylaws, which provide that nominations must be
received not less than sixty (60) nor more than ninety (90) calendar days prior to the anniversary date of the date on which we first mailed our proxy materials for
our immediately preceding annual meeting of shareholders, subject to limited exceptions. The notice of the nomination must set forth (i) the shareholder’s intent
to nominate one or more persons for election as a director of Questcor, the name of each such nominee proposed by the shareholder giving the notice, and the
reason for making such nomination at the Annual Meeting; (ii) the name and address of the shareholder proposing such nomination and the beneficial owner, if
any, on whose behalf the nomination is proposed; (iii) the class and number of our shares of capital stock that are owned beneficially and of record by the
shareholder proposing such nomination and by the beneficial owner, if any, on whose behalf the nomination is proposed; (iv) whether and the extent to which any
hedging or other transaction or series of transactions has been entered into by or on behalf of, or any other agreement, arrangement or understanding (including
any short position or any borrowing or lending of shares of stock) has been made, the effect or intent of which is to mitigate the loss to or manage risk of stock
price changes for, or to increase the voting power of, such shareholder or beneficial owner with respect to any share of our stock (which information shall be
supplemented by such shareholder and beneficial owner, if any, not later than ten calendar days after the record date for the meeting to disclose such ownership as
of the record date; (v) any material interest of such shareholder proposing such nomination and the beneficial owner, if any, on whose behalf the proposal is made;
(vi) a description of all arrangements or understandings between or among any of (A) the shareholder giving the notice, (B) each nominee, and (C) any other
person or persons (naming such person or persons) pursuant to which the nomination or nominations are to be made by the shareholder giving the notice;
(vii) such other information regarding each nominee proposed by the shareholder giving the notice as would be required to be included in a proxy statement filed
in accordance with the proxy rules of the SEC had the nominee been nominated, or intended to be nominated, by our Board of Directors; and (viii) the signed
consent of each nominee proposed by the shareholder giving the notice to serve as a director of Questcor if so elected.

Among the factors that the Nominating and Corporate Governance Committee considers when evaluating proposed nominees include (i) their
understanding of, and commitment to, the interests of shareholders; (ii) their independence; (iii) their experience and involvement in the successful creation of
shareholder value; (iv) their demonstrated commitment to good corporate citizenship, compliance with applicable laws and regulations, and efforts related to the
advancement of patient care; (v) their experience in the biopharmaceutical and broader healthcare industry; and (vi) their knowledge of and experience in
business matters, accounting, finance, capital markets and mergers and acquisitions. There are no stated minimum criteria for director nominees, and the
Nominating and Corporate Governance Committee may consider other factors including the appropriate size of our Board of Directors and the overall mix of
professional experience of the members of our Board of Directors. The Nominating and Corporate Governance Committee may request references and additional
information from the candidate prior to reaching a conclusion on the appropriateness of making a recommendation regarding any prospective candidate. The
Nominating and Corporate Governance Committee welcomes unsolicited recommendations, but is under no obligation to formally respond to such
recommendations.

The Nominating and Corporate Governance Committee believes that differences in background, professional experiences, education, skills and viewpoints
enhance our Board of Directors’ performance. Thus, the Nominating and Corporate Governance Committee considers such diversity in selecting, evaluating and
recommending proposed nominees. However, neither the Nominating and Corporate Governance Committee nor our Board of Directors has implemented a
formal policy with respect to the consideration of diversity for the composition of our Board of Directors.
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Compensation Committee

We have a separately designated standing Compensation Committee of our Board of Directors. The Compensation Committee is responsible for
(i) recommending the type and level of compensation for our officers; (ii) managing our equity incentive plans; (iii) approving grants under our equity incentive
plans to our non-executive officers and employees; and (iv) reviewing the Compensation Discussion and Analysis as required by SEC rules, and recommending
to our Board of Directors whether the Compensation Discussion and Analysis should be included in our annual proxy statement or other applicable filings. The
Compensation Committee is currently composed of three non-employee directors: Mr. Silverman, who serves as Chairman of the committee, Mr. Farrell, and
Mr. Thompson. Each member of the Compensation Committee is “independent” as that concept is defined under the NASDAQ listing rules. The Nominating and
Corporate Governance Committee has recommended that the Compensation Committee be composed of Mr. Silverman (as Chairman), Mr. Farrell, and
Mr. Thompson following the Annual Meeting, should each be elected to our Board of Directors by our shareholders. Following the Annual Meeting, our Board of
Directors will determine the composition of the Compensation Committee.

Compensation of Directors

The table below summarizes the compensation paid by us to our directors for the fiscal year ended December 31, 2011.
 

Name   

Fees Earned or
Paid in Cash

($)    
Stock Awards

($)    
Option  Awards

($)    

Non-Equity
Incentive Plan
Compensation

($)    

Change in
Pension Value

and Non-
Qualified
Deferred

Compensation
Earnings

($)    

All Other
Compensation

($)    
Total

($)  
Don M. Bailey   $ —      $ —      $ —      $ —      $ —      $ —      $ —    
Mitchell J. Blutt, M.D.   $ 57,500    $ 0    $ 194,235    $ 0    $ 0    $ 0    $251,735  
Neal C. Bradsher   $ 52,500    $ 0    $ 252,506    $ 0    $ 0    $ 0    $305,006  
Stephen C. Farrell   $ 65,000    $ 0    $ 252,506    $ 0    $ 0    $ 0    $317,506  
Louis Silverman   $ 60,000    $ 0    $ 252,506    $ 0    $ 0    $ 0    $312,506  
Virgil D. Thompson   $ 75,000    $ 0    $ 194,235    $ 0    $ 0    $ 0    $269,235  
Scott M. Whitcup, M.D.   $ —      $ —      $ —      $ —      $ —      $ —      $ —    
 
(1) Amounts represent the aggregate grant date fair value of stock options granted in 2011 calculated in accordance with Accounting Standards Codification

Topic 718 — Stock Compensation, which we refer to as ASC Topic 718, as discussed in Note 5, “Preferred Stock and Shareholders’ Equity” to the
financial statements included in our Form 10-K for the year ended December 31, 2011 under “Stock Compensation Plans.” At fiscal year end the aggregate
number of option awards outstanding for each director was as follows: Mitchell J. Blutt 55,000; Neal C. Bradsher 275,000; Stephen C. Farrell 163,750;
Louis Silverman 76,250; and Virgil D. Thompson 147,500.

(2) Mr. Bailey is not compensated for services rendered as a director of Questcor.
(3) Dr. Whitcup joined our Board of Directors in February 2012.

Narrative to Director Compensation Table

For 2011 and prior years, equity compensation for our non-employee directors was primarily the function of our 2004 Non-Employee Directors’ Equity
Incentive Plan, which we refer to as the 2004 Plan, which our shareholders approved in 2004. The 2004 Plan provided for automatic grants of fixed numbers of
options to non-employee directors upon their joining our Board of Directors and at the beginning of each year on which they
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continued to serve on our Board of Directors. In connection with its review of overall director compensation, our Board of Directors determined in 2011 to
terminate the 2004 Plan and to provide for future director stock option grants under our 2006 Equity Incentive Award Plan, and all such grants are to be awarded
to the directors elected at each year’s annual meeting, instead of at the beginning of each year.

For 2011, we compensated our non-employee directors for their service on our Board of Directors with an initial grant of an option to purchase 25,000
shares of our common stock and annual grants thereafter for 15,000 shares per year. Such option grants have an exercise price equal to 100% of the fair market
value of our common stock on the date of the grant and vest in 48 equal monthly installments commencing on the date of the grant, provided the non-employee
director serves continuously on our Board of Directors during such time. The term of the options is ten years. For service on a committee of our Board of
Directors in 2011, non-employee members of committees were granted an option to purchase 10,000 shares of our common stock. Such option grants applied
only to the first committee a non-employee director joins. Chairmen of committees were granted an additional option to purchase 7,500 shares of our common
stock. These options have an exercise price equal to 100% of the fair market value of our common stock on the date of the grant and became fully vested at the
date of the grant.

In 2011, the annual retainer for the Chairman of our Board of Directors was set at $57,500 and the annual retainer for each other non-employee member of
our Board of Directors was set at $40,000. The additional annual retainer for Chairman of the Audit Committee was set at $17,500 and the additional annual
retainer for the Chairman of the Compensation Committee and the Chairman of the Nominating and Corporate Governance Committee was set at $12,500.
Additionally, other members of the Audit Committee were provided an additional retainer of $10,000 and other members of the Compensation Committee and the
Nominating and Corporate Governance Committee were provided an additional retainer of $7,500.

Director Stock Ownership Guideline

We have a stock ownership guideline for our non-employee directors. Pursuant to the guideline, non-employee directors are expected, within four years of
the later of (i) the adoption of the policy or (ii) the date on which a non-employee director first joins our Board of Directors, to acquire and hold 10,000 shares of
our common stock, which includes shares beneficially owned by the non-employee director, including shares which would be “deemed” beneficially owned
pursuant to Rule 13d-3 of the Exchange Act, but not shares underlying stock options or otherwise subject to a right to acquire.

Compliance Committee

We have a separately designated Compliance Committee of our Board of Directors. The Compliance Committee was formed by our Board of Directors on
February 15, 2012. The purpose of the Compliance Committee is to assist the Board with its oversight of significant healthcare related compliance and regulatory
issues. The Compliance Committee is currently composed of three non-employee directors: Dr. Whitcup (chairman), Mr. Farrell, and Mr. Thompson. The
Nominating and Corporate Governance Committee of our Board of Directors has recommended that the Compliance Committee be composed of Dr. Whitcup (as
chairman), Mr. Farrell, and Mr. Thompson following the Annual Meeting should each be elected to our Board of Directors by our shareholders. Following the
Annual Meeting, our Board of Directors will determine the composition of the Compliance Committee.

Recommendation of our Board of Directors

THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR OF EACH NAMED NOMINEE

Questcor Management

Biographical information for our executive officers who are not directors is set forth in our Annual Report on Form 10-K. There are no family relationships
between any director or executive officer and any other director or executive officer. For a description of our Related Party Transaction Policy, please refer to the
section entitled “Certain Relationships and Related Transactions” within this proxy statement.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information regarding the ownership of our voting capital stock as of March 20, 2012 by: (i) each shareholder who is
known by us to own beneficially more than 5% of our common stock; (ii) each of our named executive officers; (iii) each of our directors; and (iv) all of our
directors and executive officers as a group:
 

   Shares Beneficially Owned  
Name of Beneficial Owner   Number    Percentage  
FMR LLC and its affiliates    8,755,081     13.83% 

82 Devonshire Street     
Boston, MA     

BlackRock, Inc.    4,775,604     7.55% 
40 East 52nd Street     
New York, NY     

Broadwood Partners, L.P. and its affiliates    3,578,660     5.65% 
724 Fifth Avenue, 9th Floor,     
New York, NY     

The Vanguard Group, Inc.    3,337,563     5.27% 
100 Vanguard Blvd.     
Malvern, PA     

Neal C. Bradsher    3,834,910     6.04% 
Mitchell J. Blutt, M.D.    411,410     *  
Stephen C. Farrell    145,000     *  
Louis Silverman    60,104     *  
Virgil D. Thompson    143,750     *  
Scott M. Whitcup, M.D.    1,400     *  
Don M. Bailey    1,235,530     1.92% 
Stephen L. Cartt    330,875     *  
Kristine Engelke    4,626     *  
David J. Medeiros    297,491     *  
Michael H. Mulroy    42,618     *  
David Young, Pharm.D., Ph.D.    241,403     *  
All executive officers & directors as a group (12 persons)    6,749,117     10.26% 

 
* Less than 1%.
(1) Calculated in accordance with Rule 13d-3 promulgated under the Exchange Act and based on an aggregate of 63,284,779 votes of our capital stock

outstanding as of March 20, 2012, which consists of shares of common stock.
(2) Beneficial ownership includes shares of common stock beneficially owned by FMR LLC and Fidelity Management & Research Company as reported by

FMR LLC on Amendment No. 1 to Schedule 13G filed on February 2, 2012.
(3) Beneficial ownership includes shares of common stock beneficially owned by BlackRock, Inc., BlackRock Institutional Trust Company, N.A., BlackRock

Fund Advisors, BlackRock Investment Management, LLC, and BlackRock International Ltd., which we refer to collectively as BlackRock, as reported by
BlackRock on Amendment No. 2 to Schedule 13G filed on February 10, 2012.

(4) Broadwood Capital, Inc., as the general partner of Broadwood Partners, L.P., may be deemed to have dispositive power over the shares owned by
Broadwood Partners, L.P.
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(5) Beneficial ownership includes shares of common stock beneficially owned by Vanguard Fiduciary Trust Company, a wholly-owned subsidiary of The
Vanguard Group, Inc., as reported by The Vanguard Group, Inc., Schedule 13G filed on February 10, 2012.

(6) Includes 3,578,660 shares of common stock held by Broadwood Partners, L.P., and options to purchase 256,250 shares of common stock held by
Mr. Bradsher, which are exercisable within 60 days of March 20, 2012. Broadwood Partners, L.P. is a private investment partnership managed by
Broadwood Capital, Inc. As President of Broadwood Capital, Inc., Mr. Bradsher may be deemed to have dispositive power over the shares owned by
Broadwood Partners, L.P.

(7) Includes options to purchase 31,458 shares of common stock exercisable within 60 days of March 20, 2012. Also includes 379,952 shares of common stock
owned by Consonance Capital Master Account, L.P. and may be deemed beneficially owned by Consonance Capital Advisors, L.P., of which Dr. Blutt is
the managing member. As the managing member of Consonance Capital Advisors, L.P., Dr. Blutt may be deemed to have dispositive power over the shares
owned by Consonance Capital Master Account, L.P.

(8) Includes options to purchase 145,000 shares of common stock exercisable within 60 days of March 20, 2012.
(9) Includes options to purchase 50,104 shares of common stock exercisable within 60 days of March 20, 2012.
(10) Includes options to purchase 128,750 shares of common stock exercisable within 60 days of March 20, 2012.
(11) Includes options to purchase 1,400 shares of common stock exercisable within 60 days of March 20, 2012.
(12) Includes options to purchase 1,087,608 shares of common stock exercisable within 60 days of March 20, 2012.
(13) Includes options to purchase 252,677 shares of common stock exercisable within 60 days of March 20, 2012.
(14) Includes options to purchase 3,533 shares of common stock exercisable within 60 days of March 20, 2012. Ms. Engelke currently serves as our Director of

Finance and Corporate Controller. From October 1, 2010 through September 26, 2011, Ms. Engelke served as our principal accounting officer. From
October 1, 2010, through January 10, 2011, Ms. Engelke performed the functions generally associated with being our principal financial officer.

(15) Includes options to purchase 290,052 shares of common stock exercisable within 60 days of March 20, 2012.
(16) Includes options to purchase 41,666 shares of common stock exercisable within 60 days of March 20, 2012.
(17) Includes options to purchase 238,125 shares of common stock exercisable within 60 days of March 20, 2012.
(18) All executive officers and directors as a group (12 persons). See footnotes (6) through (17).

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our directors and executive officers, and persons who own more than ten percent of a registered class of our
equity securities, to file with the SEC initial reports of ownership and reports of changes in ownership of our common stock and other equity securities. Officers,
directors and greater than 10% shareholders are required by SEC regulation to furnish us with copies of all Section 16(a) forms they file. To our knowledge and
based solely on a review of the copies of such reports furnished to us and written representations that no other reports were required, during the year ended
December 31, 2011, all Section 16(a) filing requirements applicable to our officers, directors and greater than 10% beneficial owners were complied with, other
than one late Form 4 filed on behalf of Ms. Engelke in connection with a share purchase.
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CODE OF BUSINESS CONDUCT AND ETHICS

In 2003, we established a Code of Business Conduct and Ethics to help our officers, directors and employees comply with the law and maintain the highest
standards of ethical conduct. The Code of Business Conduct and Ethics contains general guidelines for conducting our business, and is intended to qualify as a
“code of ethics” within the meaning of Section 406 of the Sarbanes-Oxley Act of 2002 and the rules promulgated thereunder. All of our officers, directors and
employees must carry out their duties in accordance with the policies set forth in the Code of Business Conduct and Ethics and with applicable laws and
regulations. A copy of the Code of Business Conduct and Ethics can be accessed on the Internet via our website at www.questcor.com. We intend to post any
amendments to, and waivers from, the Code of Business Conduct and Ethics to our website at www.questcor.com within five days following the date of such
amendment or waiver.

COMPENSATION DISCUSSION AND ANALYSIS

Introduction

2011 was another excellent year for Questcor and our shareholders. We continued to strengthen our company and achieved numerous patient-benefitting
milestones during the year, including the following:
 

 
•  Expansion of the community of Multiple Sclerosis, or MS, patients benefitting from Acthar. Due in part to our significant investment in our field

force, we were able to educate many more physicians in 2011 on the differences between Acthar and steroids, and how better to identify those MS
patients suffering from exacerbations who are not adequately responding to, or suffering adverse side effects from, steroid treatment.

 

 
•  Expansion of the community of patients benefitting from Acthar who suffer from proteinuria in the Nephrotic Syndrome of the idiopathic type. Our

expanded investments in field force and physician education efforts resulted in many nephrotic syndrome patients who had failed other potential
therapies being treated with Acthar and seeing their proteinuria levels fall to ranges below the level that constitutes “nephrotic.”

 

 
•  Continued support of the infantile spasms community. In early 2012 we received an award from the Child Neurology Foundation for outstanding

corporate responsibility and leadership.
 

 
•  Expanded investment in research and development. We spent approximately 50% more in this area than we spent in 2010, and over 250% more than

we spent in 2007. This spending is in support populations of patients that we believe may benefit from Acthar.
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While we generated strong financial returns in 2011, we are most proud of our patient focus and investments in Questcor which we believe will generate
sustainable value to our shareholders, employees, patients and all of the communities that we serve. We believe that our patient focus and commitment to
generating sustainable value to all of our constituencies results in strong value creation for our shareholders. During 2011, our stock price increased by 182.3%,
from $14.73 to $41.58. As shown below, we have significantly increased shareholder value over the past 5 years as well:
 

2011 Results of our Shareholder Vote on Executive Compensation

At our annual meeting of shareholders held in May 2011, more than 90% of the votes cast on the say-on-pay proposal were voted in favor of the proposal.
The Compensation Committee believes this affirms our shareholders’ support of our approach to executive compensation and continues to monitor and consider
the results of such votes in its analysis of our executive compensation programs. As a result of the overwhelming support for our executive compensation, the
Compensation Committee did not take any specific action as a result of the say-on-pay vote held in May 2011.

Philosophy and Overview of Compensation

Our compensation philosophy is designed to focus and incentivize management to pursue financial and operational performance which will increase
shareholder value responsibly. Our compensation programs are designed to align the financial interests of our employees with those of our shareholders and
attempt to balance long-term and near-term objectives. Our compensation programs are designed to integrate recruitment and retention goals and relevant industry
compensation levels.

On an ongoing basis, our Board of Directors reviews and considers the competitive landscape for talent within the biopharmaceutical and healthcare
industries and assesses our specific senior management skills and needs and reviews our compensation programs in the context of our market environment and
goals for company success and increasing shareholder value.
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The compensation package for all employees includes a number of standard components including base salary, bonus pay and equity incentive
compensation. We examine these three components separately and in combination in addressing the objectives set forth above:
 

 

•  Base Salary: Base salary is initially determined at the time an employee is hired by us and is evaluated and potentially adjusted annually based on a
review of our performance and the performance of the employee during the prior year as well as the importance of the employee’s skill set, their
expected future contributions, and their ability to advance within Questcor. We seek to set executive base salary to be consistent with the depth of the
experience, potential contribution and past and current performance of each individual executive compared to a wide range of comparably paid
executives with comparable responsibilities and each executive officer’s potential future contribution to Questcor.

 

 

•  Bonus Pay: All of our employees are potentially eligible to earn cash bonuses based on performance. Our Acthar representatives and their managers
are eligible to earn cash bonuses based on the level of prescriptions written in their territories. All other employees are eligible to receive cash
bonuses based on our achieved operating income. For these employees, which includes our executive officers, the Board of Directors may adjust the
bonus pool calculation to account for unusual items and reserves the right to make further discretionary adjustments before awarding bonuses from
this pool. The Board of Directors may further use its discretion before awarding bonuses from this pool. For our executive officers, we compare the
target bonus levels to the same benchmark data used for base salaries.

 

 

•  Annual Cash Compensation - Base Salary plus Bonus Pay: The sum of base salary and bonus pay is total cash compensation. We seek to establish
total cash compensation targets for our executive officers such that the total cash compensation awarded to an executive is consistent with the quality
and depth of the past and current performance and the potential future contribution and experience of each individual executive compared to a wide
range of peer executives at comparable companies.

 

 

•  Equity Incentive Compensation: Long-term incentive awards, such as stock option grants or restricted stock awards, are discretionary and are
provided to further align individual, company, and shareholder interests. Individual option awards are based on the quality and depth of the past and
current performance and the potential future contribution and experience of each individual executive compared to a wide-range of peer executive
officers at comparable companies. Compensation expense, as well as the impact of incentive awards on total diluted shares outstanding, is
additionally taken into account when determining equity-based grants. We award equity in the form of time-based stock options, performance-based
stock options, and restricted stock to align the priorities of the executive to the priorities established by our Board of Directors.

Finally, we compute the total compensation expense for each employee and consider its appropriateness in meeting the objectives set out above.

We also recognize that the competitive landscape within the biopharmaceutical industry, and our position within that landscape, is constantly evolving. We
continue to monitor our compensation philosophy, objectives, and outcomes with the goal of best positioning us to continue to achieve our main objective of
increasing shareholder value.

Compensation and Risk Management

Our Compensation Committee and our Board of Directors have reviewed our executive compensation practices to analyze whether or not they create
improper incentives that would result in a material risk to us. In particular, our Compensation Committee and our Board of Directors believes that their discretion
in evaluating executive compensation and our compensation program’s balance between long- and short-term performance provides appropriate and well-
considered risk management to Questcor and its shareholders. Based on this review and analysis, the Compensation Committee and our Board of Directors has
determined that none of our compensation practices for our executive officers is reasonably likely to have a material adverse effect on us.
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Process for Determining Executive Officer Compensation at Questcor

The Compensation Committee makes recommendations to our Board of Directors relating to compensation for our executive officers. In formulating
recommendations made to our Board of Directors, the Compensation Committee reviews a variety of sources.

Chief Executive Officer Input

Our Chief Executive Officer aids our Compensation Committee by providing annual performance summaries and compensation recommendations
regarding our executive officers, other than himself. The performance of our Chief Executive Officer is reviewed annually by our Compensation Committee and
our Board of Directors.

Market Surveys

As in prior years, each of the Compensation Committee members and our management consulted independent compensation survey data to assist in
determining market pay practices for our executive officers. The survey data include but are not limited to the Radford Global Life Science Survey (Radford) and
the Top 5’s Executive Pay in the Biopharmaceutical Industry Report.

Independent Executive Compensation Consultant

In addition, this year the Compensation Committee commissioned Radford as an independent executive compensation consultant to assist our
Compensation Committee in defining an updated industry peer group for our company as well as compiling and analyzing relevant company, industry and peer
group data to inform our executive compensation plans, targets and practices. Radford does not provide any other services to us and works with our management
only on matters for which the Compensation Committee is responsible. The Compensation Committee periodically sought input from Radford on a range of
external market factors, including evolving compensation trends, appropriate peer companies and the aforementioned market survey data. Radford also provided
general observations on our compensation programs, but it did not specifically determine the amount or form of compensation for our named executive officers.

Peer Group

The Compensation Committee and our Board of Directors also reviewed the compensation practices of a revised and updated peer group of 18 specialty
pharmaceutical companies. In selecting the peer group, the Compensation Committee generally selected biopharmaceutical companies with revenues between
$143.4 million and $1.7 billion, and market capitalizations between approximately $900 million and $11.9 billion, although most of these peer companies were
near the median of each parameter. The Compensation Committee believes it is important to re-evaluate our peer group on an annual basis due to changes in our
level of net sales and market capitalization, as well as changes with respect to individual companies in the prior year’s peer group. Our Compensation Committee
and our Board of Directors generally view market capitalization as a more important factor than revenue in determining the peer group, based on the belief that
market capitalization is a better measure for value creation and thus more closely reflects our pay-for-performance philosophy. The current revised and updated
peer group companies examined by the Committee during 2011 for setting 2012 compensation plans are as follows:
 

•    Acorda Therapeutics, Inc.  •    Jazz Pharmaceuticals, Inc.
•    Alexion Pharmaceuticals, Inc.  •    Medicis Pharmaceutical Corporation
•    Alkermes, Inc.  •    Myriad Genetics, Inc.
•    Amylin Pharmaceuticals, Inc.  •    Onyx Pharmaceuticals, Inc.
•    Biomarin Pharmaceutical Inc.  •    Regeneron Pharmaceuticals, Inc.
•    Cubist Pharmaceuticals, Inc.  •    Salix Pharmaceuticals, Ltd.
•    Endo Pharmaceuticals, Inc.  •    The Medicines Company
•    InterMune, Inc.  •    United Therapeutics Corporation
•    Vertex Pharmaceuticals, Inc.  •    ViroPharma Incorporated
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Compensation Committee

The Compensation Committee and our management use the survey data, the compensation consultant’s report, and its review of the peer group to assist in
the analysis of market pay practices relevant to our executive officers. The survey data, the compensation consultant’s report, and the peer group company data
are complementary to one another. The Compensation Committee reviewed the survey data, the compensation consultant’s report, and the peer group data to
compare our compensation levels to market compensation levels, taking into consideration company performance, size, and industry sector, as well as the
individual executive officer’s level of skill and responsibility.

The Compensation Committee uses the data contained in both surveys, the compensation consultant’s report, and peer group data as reference points for
Compensation Committee decisions and recommendations. These factors, together with risk management, recruitment and retention considerations, shareholder
value considerations, and appropriately blending near and longer term incentive considerations provide the strategic foundation for our plans and policies. In
2011, we utilized a bonus policy driven by 2011 operating income, together with equity-based incentive compensation, to incentivize management to consider
both near- and long-term investment and operational performance in their decision-making processes regarding strategic priorities and allocation of resources.

Total Compensation

The compensation package provided for each executive officer is comprised of four elements, which are described in more detail below:
 

 •  base salary;
 

 •  annual performance-based cash bonus awards;
 

 •  long-term stock-based incentive awards; and
 

 •  employee benefits.

Base Salary

Executive officer base salaries are initially set at the time of hire. Base salaries are reviewed annually and adjusted as appropriate in light of the individual
executive officer’s responsibilities, level of performance and in comparison to how the executive officer’s salary compares with the salaries of our other executive
officers. We also review comparable company salary data and believe that the base salaries we provide to our executive officers are reasonable relative to the base
salaries offered by similarly situated companies, including peer companies. Base salaries impact target bonus amounts which are based on a percentage of base
salary, though actual bonus awards are subject to multiple factors.

Annual Performance-Based Cash Bonus Awards

It is the Compensation Committee’s objective to have a substantial portion of each executive officer’s compensation contingent upon our performance as
well as upon his or her own level of performance and contribution to our performance. Employees, other than Acthar representatives and their managers, are
eligible to receive bonus compensation upon our achievement of certain levels of operating income. As in previous years, our incentive programs are designed to
align pay with performance.
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Our executive officers participate in our company-wide annual bonus pool. The size of the bonus pool is based on the level of “achieved operating income”
which is driven by our income from operations, or operating income, under Generally Accepted Accounting Principles, which we refer to as GAAP, but subject to
possible adjustments, including for items that the Compensation Committee determines to be extraordinary in nature. For 2011, the bonus pool was determined
based on the following formula:
 

 •  if achieved operating income is less than $40 million, the bonus pool is equal to zero;
 

 
•  if achieved operating income is at least $40 million, but less than $45 million, employees at the vice-president level and above are not eligible to

receive bonuses;
 

 •  if achieved operating income is at least $40 million, but less than $60 million, the bonus pool is equal to 4% of all achieved operating income; and
 

 
•  if achieved operating income is $60 million or more, the bonus pool is equal to (i) 4% of all achieved operating income plus (ii) 6% of the portion of

achieved operating income that exceeds $60 million.

In determining its recommendation with respect to an executive officer’s performance compensation, the Compensation Committee first considers the size
and potential allocation of the objectively determined company-wide annual bonus pool and then evaluates each executive officer’s individual performance using
a variety of subjective factors. Our Chief Executive Officer presents his recommendations to the Compensation Committee, which may incorporate the input into
its recommendations for individual executive officer performance compensation. The Compensation Committee reviews all recommendations, applies its
judgment, and may make adjustments to the recommendations of the Chief Executive Officer. The Board of Directors reviews the Compensation Committee’s
recommendations, considers further adjustments, and ultimately is responsible for approving final award amounts. Throughout this process, the Chief Executive
Officer, the Compensation Committee and our Board of Directors also consider other factors relating to our performance during the year and each executive
officer’s contribution to that performance.

In February 2012, the Compensation Committee and Board of Directors reviewed the Chief Executive Officer’s recommendations and subsequently
determined each executive officer’s performance compensation for 2011. Among our performance-related factors that impacted the deliberations of the Chief
Executive Officer, the Compensation Committee and our Board of Directors were the following:
 

 
•  Expansion of the community of Multiple Sclerosis, or MS, patients benefitting from Acthar. Due in part to our significant investment in our field

force, we were able to educate many more physicians in 2011 on the differences between Acthar and steroids, and how better to identify those MS
patients suffering from exacerbations who are not adequately responding to, or suffering adverse side effects from, steroid treatment.

 

 
•  Expansion of the community of patients benefitting from Acthar who suffer from proteinuria in the Nephrotic Syndrome of the idiopathic type. Our

expanded investments in field force and physician education efforts resulted in many nephrotic syndrome patients who had failed other potential
therapies being treated with Acthar and seeing their proteinuria levels fall to ranges below the level that constitutes “nephrotic.”

 

 
•  Continued support of the infantile spasms community. In early 2012 we received an award from the Child Neurology Foundation for outstanding

corporate responsibility and leadership.
 

 
•  Expanded investment in research and development. We spent approximately 50% more in this area than we spent in 2010, and over 250% more than

we spent in 2007. This spending is in support of additional communities of patients that we believe may benefit from Acthar.

As a result, the Compensation Committee and Board of Directors exercised discretion in recommending and determining final performance compensation
for the members of the executive team. The Compensation Committee has the power to recommend and our Board of Directors has the ability to approve bonuses
substantially in excess of or substantially less than the previously established target bonuses.
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Target incentive amounts are developed for each executive officer and are expressed as a percent of the executive officer’s base salary. The percentage is
correlated to the importance and difficulty of that executive officer’s role in our achieving operating income, and is part of the analysis to determine that executive
officer’s share of our company-wide annual bonus pool. In exceptional cases, special equity incentive programs may be developed for an executive officer in lieu
of all or a portion of his normal cash incentive program. Executives hired during the first nine months of a calendar year are eligible for bonus awards. To
calculate the target bonus award for such new hires, the target bonus percentage established for that executive officer would be multiplied by the salary earned for
that partial calendar year.

Generally, to qualify for an award payment, the employee must be employed continuously through the date on which the award is paid. For executives,
incentive awards approved by our Board of Directors will be paid only after the Audit Committee determines that the results for the year are finalized.

The degree to which an executive officer has performed as well as consideration of extraordinary achievements will guide, but not dictate, the Chief
Executive Officer’s recommendation to the Compensation Committee, the Compensation Committee’s recommendation to our Board of Directors and our Board
of Directors’ decision. The Compensation Committee and our Board of Directors may elect to waive any conditions, accept, reject, increase, reduce or delay the
Chief Executive Officer’s recommendation at its sole discretion.

The award determination of our Board of Directors, if any, is final.

Our 2011 achieved operating income was driven by our GAAP operating income of $113.1 million, which amount was significantly higher than our
budgeted operating income for 2011. As a result of this significant overachievement, the bonus pool by design and as confirmed by the Compensation Committee
and the Board of Directors had approximately three times the level of funding necessary to pay bonus-eligible employees at their target bonus levels. Thus, on
average, all of our bonus pool eligible employees, including our executive officers, received bonuses of approximately three times their target bonus amounts as
determined at the beginning of 2011. At the inception of the bonus plan, the Compensation Committee considered limiting the payout to 100 percent of each
executive officer’s bonus target, but ultimately decided that it was not in the best interests of the shareholders to create an arbitrary cap that could incentivize
management to limit growth.

For 2011, our Board of Directors, based on the recommendation of the Compensation Committee, determined the bonus amounts awarded to our named
executive officers (other than Mr. Bailey) as follows, as compared to their 2011 incentive bonus target, expressed as a percentage of the executive officers’ 2011
base salary. As explained above, in each case, the actual 2011 bonus awarded was significantly higher than an amount solely based upon the 2011 bonus target.
 

Name   Title   
2011 Bonus

Target   

Actual
2011 Cash 

Bonus  
Stephen L. Cartt   Chief Operating Officer    55%  $781,756  
Kristine Engelke   Director of Finance and Corporate Controller    25%  $ 137,110  
David J. Medeiros   Executive Vice President and Chief Technical Officer    45%  $494,945  
Michael H. Mulroy   Senior Vice President, Chief Financial Officer and General Counsel    45%  $468,881  
David Young, Pharm.D., Ph.D.   Chief Scientific Officer    60%  $773,394  
 
(1) Ms. Engelke currently serves as our Director of Finance and Corporate Controller. From October 1, 2010 through September 26, 2011, Ms. Engelke served

as our principal accounting officer. From October 1, 2010, through January 10, 2011, Ms. Engelke performed the functions generally associated with being
our principal financial officer.
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The awarding of the executive officers’ bonus awards were contingent on the satisfactory completion of the audit of our financial statements for the year
ended December 31, 2011 by our independent registered public accounting firm. While the bonus awards were paid in February 2012, they were expensed in
2011 as they related to 2011 performance and are included in 2011 compensation in the Summary Compensation Table on page 33 of this proxy statement under
the column heading “Non-Equity Incentive Plan Compensation”.

Long-Term Stock Based Incentive Awards

We believe that long-term stock based compensation helps drive our long-term performance by aligning the interests of our executive officers with those of
our shareholders. Long-term incentive compensation also facilitates retention of executive officers and other employees through long-term vesting and wealth
accumulation. Our long-term incentive compensation program is broad-based, with all of our 206 full-time employees as of January 31, 2012 participating in the
program.

We generally use stock options for long-term incentive compensation, as we believe stock options align the interests of executive officers with the interests
of shareholders as the value of these stock options increases if and as the stock price increases. Stock options are granted with exercise prices equal to the fair
market value of our common stock and we do not re-price stock options. We also use restricted stock grants and performance-based stock option grants in specific
circumstances, generally with performance vesting criteria tied to a specific project or financial accomplishment. Our Compensation Committee continues to
examine our equity compensation practices and we may continue to utilize performance-based grants in the future to supplement time-based stock option awards.

The Compensation Committee and our Board of Directors also take into account the price of our stock and the overall value of the grant when approving
awards. We also consider the accounting impact of granting equity compensation, including the requirement to expense grant date fair value of options and
restricted stock grants under ASC Topic 718.

Each year, the Compensation Committee and our Board of Directors consider guidelines relating to the maximum number of stock options and restricted
shares available for granting to all employees during that year. This amount, which is not binding on the Compensation Committee or our Board of Directors,
varies from year to year, based on specific hiring and retention needs as well as competitive factors, but is generally equal to approximately 2-3% of our
outstanding shares. Most of our grants vest over a four year period from the date of grant and unvested options are returned to the available pool of options if an
employee leaves Questcor.

In February 2011, at a regularly scheduled meeting, our Board of Directors approved stock option grants to each of the executive officers under the 2006
Equity Incentive Award Plan. For options that vest based on the passage of time, these stock options have an exercise price of $14.24 per share, the closing price
of our common stock on the grant date. Each such grant allows the executive officer to acquire shares of our common stock at the $14.24 exercise price over a
specified period of time, up to 10 years. As such, the option will provide a return to the executive officer only if the market price of the shares appreciates over the
period that the option is vesting or is held. As noted below the following table, each of our executive officers also received grants of stock options that vest only
upon the achievement of certain goals as further described below.

The grants to our named executive officers are reflected in the compensation tables included elsewhere in this proxy statement, and are also summarized
below. The table below does not include Mr. Bailey, whose compensation is discussed under “CEO Compensation” below.
 

Named Executive Officer   Stock Options 
Stephen L. Cartt    150,000  
Kristine Engelke    1,600  
David J. Medeiros    50,000  
Michael H. Mulroy    125,000  
David Young    100,000  
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(1) 75,000 shares of Mr. Cartt’s grant are subject to time-based vesting and 75,000 shares of Mr. Cartt’s grant vest upon the achievement of certain

performance goals and targets. The vesting of the other 75,000 shares was subject to us generating $163.3 million of net sales during the fiscal year ended
December 31, 2011. This performance goal was attained and, as such, 50% of the 75,000 share performance option vested upon the finalization of the audit
of our financial statements for 2011, with the other 50% of the 75,000 share performance option subject to monthly vesting over the 12 month period
following the finalization of that audit.

(2) Ms. Engelke currently serves as our Director of Finance and Corporate Controller. From October 1, 2010 through September 26, 2011, Ms. Engelke served
as our principal accounting officer. From October 1, 2010, through January 10, 2011, Ms. Engelke performed the functions generally associated with being
our principal financial officer. Ms. Engelke’s option grant was made on January 18, 2011, in connection with option grants made to our non-executive
employees, and had a per share exercise price of $15.42.

(3) Mr. Mulroy commenced employment with us on January 10, 2011, and this grant represents the option grant awarded to him in connection with his
commencement of employment.

Recoupment Policy

In April 2010, we adopted a Bonus Compensation Recoupment Policy. The Bonus Compensation Recoupment Policy includes standards for seeking the
return (claw-back) from our Chief Executive Officer and Chief Financial Officer of all or a portion of bonus compensation, whether in the form of cash or equity,
upon the occurrence of certain events. We adopted our Bonus Compensation Recoupment Policy prior to the enactment of federal legislation mandating the SEC
to implement regulations requiring publicly-traded companies to have claw-back policies. We anticipate that we will revise our Bonus Compensation Recoupment
Policy at such time as the SEC completes its rulemaking process with respect to such policies, but we may revisit our policy in advance of SEC rulemaking.

Employee Benefits

In order to attract and retain employees, we provide our executive officers and other employees the following benefits:

Medical Insurance. We provide to each executive officer, the executive officer’s spouse and children such health, dental and vision insurance coverage as
we may from time to time make available to our other executive officers of the same level of employment. We pay 100% of the employee premium and 90% of
the dependent premium for this insurance for all of our employees. We pay 100% of the premiums for this insurance for our executive and non-executive officers.
In addition, for all executive and non-executive officers, we provide a benefit that offers reimbursement for many out-of-pocket medical expenses including, for
example, deductibles and prescription co-pays.

Life and Disability Insurance. We provide all of our employees, including our executive officers, with disability and life insurance. Employees at the
director level and above, including our executive officers, receive a disability and life insurance benefit equal to two times base salary, up to $600,000.

Defined Contribution Plan. We offer a Section 401(k) Savings/Retirement Plan, which we refer to as the 401(k) Plan, a tax-qualified retirement plan, to our
eligible employees, including our executive officers. The 401(k) Plan permits eligible employees to defer up to 60% of their annual eligible compensation, subject
to certain limitations imposed by the Internal Revenue Code of 1986, as amended, which we refer to as the Code. The employees’ elective deferrals are
immediately vested and non-forfeitable in the 401(k) Plan. The plan allows for us to make discretionary contributions, which are equal to 100% of the first 3% of
the employee contribution. We did match employee contributions for the year ended December 31, 2011.
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Stock Purchase Plan. Our Amended and Restated 2003 Employee Stock Purchase Plan, which qualifies under Section 423 of the Internal Revenue Code,
permits participants voluntarily to invest a portion of their own funds in our stock on a discounted basis. During 2011, participants in our Amended and Restated
2003 Employee Stock Purchase Plan could purchase shares at a price equal to 85% of the stock price on the applicable three month purchase date. To pay for the
shares, each participant may authorize periodic payroll deductions between 1% and 15% of his or her base cash compensation, subject to certain limitations
imposed by the Code, including a limitation of no more than $25,000 purchased through this plan per year. Our Amended and Restated 2003 Employee Stock
Purchase Plan is available to all of our employees, including our executive officers.

Chief Executive Officer Compensation

In February 2011, at a regularly scheduled meeting, our Board of Directors reviewed the Compensation Committee’s recommendations for Mr. Bailey’s
compensation. The Compensation Committee based its recommendation to our Board of Directors on Mr. Bailey’s performance as well as a review of our peer
group data and other available compensation survey data. Based on this recommendation, the Board of Directors set Mr. Bailey’s base salary for 2011 at
$584,875, and set Mr. Bailey’s 2011 bonus target at 75% of his annual base salary, which was part of the analysis used by the Compensation Committee and our
Board of Directors to determine his share of our company-wide annual bonus pool.

At the same meeting, our Board of Directors approved a stock option grant to Mr. Bailey under the 2006 Equity Incentive Award Plan. This stock option
grant has an exercise price of $14.24 per share, the closing price of our common stock on the grant date. The grant allows Mr. Bailey to acquire up to
350,000 shares of our common stock at the $14.24 exercise price over a specified period of time, up to 10 years. While this stock option grant was larger than in
previous years, only 175,000 shares were subject to time-based vesting, and the remaining 175,000 shares were subject to the achievement of certain performance
based criteria.

The 175,000 shares of this stock option grant subject to performance-based vesting were subject to us generating $163.3 million of net sales during the
fiscal year ended December 31, 2011, which was a net sales amount approximately 40% higher than our 2010 net sales of $115.1 million. As previously
discussed, we far surpassed this goal and, as such 50% of the 175,000-share performance option vested upon the finalization of the audit of our financial
statements for 2011, with the other 50% of the 175,000-share performance option subject to monthly vesting over the 12 month period following the finalization
of that audit.

Mr. Bailey and Questcor entered into an employment agreement on June 2, 2008. The terms of that employment agreement provide Mr. Bailey with certain
severance and change-of-control provisions should we terminate Mr. Bailey’s employment without cause or Mr. Bailey terminates his employment for good
reason. Also under the terms of that agreement, Mr. Bailey would receive additional severance compensation and have the vesting of his stock options fully
accelerated if his employment is terminated without cause or by Mr. Bailey for good reason in connection with a change in control of Questcor. Certain provisions
of Mr. Bailey’s agreement were amended in December 2008 to ensure that the terms of the agreement are compliant with Section 409A of the Code.

Our employment agreement entered into with Mr. Bailey in 2008 provides for tax protection in the form of a potential gross-up payment to reimburse
Mr. Bailey for certain excise taxes imposed under Section 4999 of the Internal Revenue Code as well as additional taxes resulting from such reimbursement.
Section 4999 imposes a 20% excise tax on each executive who receives “excess parachute payments” in connection with a change of control, and Section 280G
disallows the tax deduction to the company of any amount of an excess parachute payment that is contingent on a change of control. Payments as a result of a
change of control that exceed three times the executive’s base amount (the average annualized taxable compensation for the five preceding years) may be
considered excess parachute payments, and the excise tax is imposed on the parachute payments that exceed the executive’s base amount. Pursuant to the terms of
his employment agreement, Mr. Bailey is entitled to a full reimbursement by us of any excise taxes that are imposed upon him as a result of the change of control,
any income and excise taxes imposed upon him as a result of our reimbursement of the excise tax amount and any additional income and excise taxes that are
imposed upon him as a result of our reimbursement of such excise or income taxes. Notwithstanding the foregoing, if the total of all payments to which
Mr. Bailey is entitled in connection with the change of control is less than 125% of the safe harbor under the applicable IRS regulations, as more fully described
below in the section entitled, “Sections 280G and 4999,” then he is not entitled to a gross up payment and the amounts payable to him are reduced to the amount
of the safe harbor. The intent of the tax gross-up is to provide a conditional benefit without a tax penalty to Mr. Bailey if his employment terminates in connection
with a change of control. The Compensation Committee considers the adverse tax liabilities imposed by Sections 280G and 4999, as well as other competitive
factors, when it structures certain post-termination benefits for Mr. Bailey.
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In February 2012, our Board of Directors assessed the recommendation of the Compensation Committee with respect to the bonus compensation amount
awarded to Mr. Bailey for 2011 from our 2011 bonus pool. The assessment takes into account a number of positive factors that favorably impacted our corporate
performance. The Board of Directors exercised discretion in determining the final performance compensation for our Chief Executive Officer, pursuant to its
ability to approve bonuses substantially in excess of or substantially less than the previously established target bonuses. Based on our performance in 2011 and
Mr. Bailey’s contribution to that performance and following its review of peer group surveys, our Board of Directors awarded Mr. Bailey a bonus amount of
$1,332,540, which represented approximately 230% of Mr. Bailey’s annual base salary for 2011. While the bonus award was paid to Mr. Bailey in February 2012,
it was expensed in 2011 as it related to 2011 performance and is included in 2011 compensation in the Summary Compensation Table on page 33 of this proxy
statement under the column heading “Non-Equity Incentive Plan Compensation”.

Severance Arrangements

Each of our executive officers is party to an agreement that would provide certain benefits in the event of certain termination events. Each agreement
provides that, in the event that the executive officer’s employment is terminated by us other than for cause or as a result of the executive officer’s disability, or the
executive officer resigns his employment upon 30 days’ prior written notice to us following the material decrease in the officer’s responsibilities, or the material
breach by us of the employment agreement, and such decrease or breach is not cured within 30 days of our notification of such breach, he will be entitled to
receive severance compensation totaling six months of base salary, if such termination occurs during his first three years of employment, or twelve months of
base salary, if such termination occurs following his first three years of employment. Mr. Bailey’s severance compensation under the terms of his agreement
provides him with twelve months of base salary.

The term “cause” is generally defined among our executive officers as the following:
 

 
•  the executive officer’s material neglect of assigned duties with us or the executive officer’s failure or refusal to perform assigned duties with us,

which continues uncured for 30 days following receipt of written notice of such deficiency from our Board of Directors, specifying the scope and
nature of the deficiency;

 

 •  the executive officer’s commission of a felony or fraud; or the executive officer’s misappropriation of property belonging to us or our affiliates;
 

 •  the executive officer’s commission of a misdemeanor or act of dishonesty, which causes material harm to us;
 

 •  the executive officer’s engaging in any act of moral turpitude which causes material harm to us;
 

 
•  the executive officer’s breach of the terms of the severance agreement or any trading compliance program or any confidentiality, proprietary

information or nondisclosure agreement with us; or
 

 
•  the executive officer’s working for another company, partnership or other entity, whether as an employee, consultant or director, while an employee

of us without the prior written consent of our Board of Directors.

Each of the severance agreements are intended to be competitive within our industry and company size, and thus allow us to attract and retain highly
qualified individuals. We and each of our executive officers amended certain provisions of each officer’s severance agreement in December 2008 to ensure that
the terms of the agreement are compliant with Section 409A of the Code.
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Change of Control Arrangements

Each of our executive officers is party to an agreement that provides certain benefits upon a change in control of Questcor. Each agreement provides that in
the event of a change in control, 100% of such employee’s stock options under any of our plans that are then unvested and outstanding shall become vested and
exercisable immediately prior to a change in control of Questcor. Also, in the event of a change in control and the executive officer’s employment with us is
terminated involuntarily other than for cause, we shall pay the executive the sum of such executive officer’s annual salary and target bonus for the year in which
such termination occurs. The term “cause” is consistent with the definition used in the severance agreements discussed above. We believe it is necessary to
provide these change of control benefits to attract and retain qualified officers. We also believe that these types of arrangements provide executive officers with a
level of security in the event of a potential or actual change of control transaction allowing them to focus on their duties during such events. We and each of our
executive officers amended certain provisions of each officer’s change of control agreement in December 2008 to ensure that the terms of the agreement are
compliant with Section 409A of the Code.

Sections 280G and 4999

Upon a change of control of Questcor, Mr. Bailey may be subject to certain excise taxes pursuant to Section 280G of the Internal Revenue Code. We have
agreed to reimburse Mr. Bailey for all excise taxes that are imposed on him under Section 280G and any income and excise taxes that are payable by him as a
result of any reimbursements for Section 280G excise taxes, in the circumstances described above in the section entitled “Severance Arrangements.” Pursuant to
the terms of his employment agreement, Mr. Bailey is entitled to a full reimbursement by us of any excise taxes that are imposed upon him as a result of the
change of control, any income and excise taxes imposed upon him as a result of our reimbursement of the excise tax amount and any additional income and
excise taxes that are imposed upon him as a result of our reimbursement of such excise or income taxes. Notwithstanding the foregoing, if the total of all
payments to which Mr. Bailey is entitled in connection with the change of control is less than 125% of the safe harbor under the applicable IRS regulations, then
he is not entitled to a gross up payment and the amounts payable to him are reduced to the amount of the safe harbor. The Board of Directors believed that
providing this conditional benefit to Mr. Bailey in his 2008 employment agreement was appropriate since the value attributable to the acceleration of stock
options is included in the calculation of parachute payments, which value is driven by stock price appreciation in which all shareholders benefit. For this purpose,
the safe harbor is an amount that is equal to 2.99 times the average annualized taxable compensation reported for Mr. Bailey over the five preceding years. For
purposes of the 280G calculation reflected in the table below entitled, “Potential Payments Upon Termination or Change in Control,” it is assumed that no
amounts will be discounted as attributable to reasonable compensation and no value will be attributed to Mr. Bailey’s executing a noncompetition agreement. The
payment of the 280G tax gross-up, if applicable, will be payable to Mr. Bailey for any excise tax incurred regardless of whether his employment is terminated.

Policies with Respect to Equity Compensation Awards

We grant all equity incentive awards based on the fair market value as of the date of grant. The exercise price for incentive stock options is determined by
referencing the closing price per share on our trading exchange on the trading date immediately preceding the grant date. For non-qualified stock options, our
historic practice has been to use the closing price on the date of grant.

Option awards under the compensation programs discussed above are generally made at regularly scheduled meetings of our Board of Directors. We may
also make grants of equity incentive awards at the discretion of our Board of Directors in connection with the hiring of new executive officers.

Policies Regarding Tax Deductibility of Compensation

Section 162(m) of the Code prevents us from taking a tax deduction for non-performance-based compensation in excess of $1 million in any fiscal year
paid to the chief executive officer and the three other most highly compensated named executive officers (excluding the chief financial officer). The
Compensation Committee attempts to avoid exceeding the limitations set by Section 162(m), but in order to attract and retain talented executive officers, the
Compensation Committee may exceed such limits.
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Compensation Committee Interlocks and Insider Participation

No member of the Compensation Committee was at any time during the 2011 fiscal year an officer or employee of Questcor. During 2011, none of our
executive officers served on the board of directors or compensation committee of any entity which has one or more executive officers serving as members of our
Board of Directors or Compensation Committee.

Compensation Committee Report

The information contained in this report shall not be deemed to be “soliciting material,” to be “filed” with the SEC, or to be subject to Regulation 14A or
Regulation 14C (other than as provided in Item 407 of Regulation S-K) or to the liabilities of Section 18 of the Exchange Act, and shall not be deemed to be
incorporated by reference in future filings with the SEC except to the extent that we specifically incorporate it by reference into a document filed under the
Securities Act of 1933 or the Exchange Act.

The Compensation Committee reviewed this Compensation Discussion and Analysis and discussed its contents with our management. Based on the review
and discussions, the Committee has recommended that this Compensation Discussion and Analysis be included in this proxy statement and incorporated by
reference in our Annual Report on Form 10-K for the year ended December 31, 2011.

Respectfully submitted by the members of the Compensation Committee of our Board of Directors.

Lou Silverman, Chairman
Stephen Farrell
Virgil D. Thompson
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Summary Compensation Table

The total compensation paid to or earned by our Chief Executive Officer, Chief Financial Officer, and each of the other named executive officers other than
the Chief Executive Officer and Chief Financial Officer is summarized as follows:
 

Name and Principal Position   Year    Salary    Bonus    
Options

Awards    

Non-Equity
Incentive Plan

Compensation    
All Other

Compensation   Total  
Don M. Bailey

President and Chief Executive Officer
   2011    $584,875    $ —      $2,628,815    $ 1,332,540    $ —      $4,546,230  
   2010    $562,380    $ —      $ 744,968    $ 487,710    $ —      $1,795,058  
   2009    $546,000    $ —      $ 706,838    $ 301,665    $ —      $1,554,503  

Michael H. Mulroy
Senior Vice President,
Chief Financial Officer and General Counsel; Principal
Accounting Officer

   2011    $342,147    $ —      $ 938,863    $ 468,881    $ —      $1,749,891  
   2010    $ —      $ —      $ —      $ —      $ —      $ —    
   2009    $ —      $ —      $ —      $ —      $ —      $ —    
              

Kristine Engelke
Director of Finance and
Corporate Controller; prior Principal Accounting Officer

   2011    $180,540    $ —      $ 13,013    $ 137,110    $ —      $ 330,663  
   2010    $ 66,375    $20,000    $ 84,848    $ 18,253    $ —      $ 189,476  
   2009    $ —      $ —      $ —      $ —      $ —      $ —    
              

Stephen L. Cartt
Chief Operating Officer

   2011    $389,917    $ —      $1,126,635    $ 781,756    $ —      $2,298,308  
   2010    $374,920    $ —      $ 345,878    $ 264,114    $ —      $ 984,912  
   2009    $364,000    $ —      $ 321,290    $ 170,170    $ —      $ 855,460  

David J. Medeiros
Executive Vice President and
Chief Technical Officer

   2011    $362,066    $ —      $ 375,545    $ 494,945    $ —      $1,232,556  
   2010    $348,140    $ —      $ 226,151    $ 183,936    $ —      $ 758,227  
   2009    $338,000    $ —      $ 224,903    $ 129,285    $ —      $ 692,188  

David Young, Pharm.D., Ph.D.
Chief Scientific Officer

   2011    $424,320    $ —      $ 751,090    $ 773,394    $ —      $1,948,804  
   2010    $408,000    $ —      $ —      $ 326,610    $ —      $ 734,610  
   2009    $ 69,569    $ —      $ 996,590    $ —      $ —      $1,066,159  

 
(1) Amounts for 2010 represents a payment that was paid in connection with the commencement of Ms. Engelke’s employment with us.
(2) Amounts represent the aggregate grant date fair value of stock options that were granted in the years reported calculated in accordance with ASC

Topic 718. The fair value of options was estimated using the Black-Scholes option valuation model in accordance with the recognition provisions of ASC
Topic 718. For a complete description of the valuation methodology and the assumptions used in the estimation, please refer to Note 5, “Preferred Stock
and Shareholders’ Equity” to the financial statements includes in our Form 10-K for the year ended December 31, 2011. The actual number of awards
granted is shown in the “Grants of Plan-Based Awards” table included in this filing.

(3) Amounts represent the non-equity incentive compensation earned by each named executive officer under our company-wide annual bonus pool. This
compensation was awarded and paid after the actual financial results for the years for which performance was measured were known early in the following
year.

(4) Mr. Mulroy started employment as our Senior Vice President, Chief Financial Officer and General Counsel on January 10, 2011, and the amount listed
represents his initial base salary.

(5) Ms. Engelke currently serves as our Director of Finance and Corporate Controller. From October 1, 2010 through September 26, 2011, Ms. Engelke served
as our principal accounting officer. From October 1, 2010, through January 10, 2011, Ms. Engelke performed the functions generally associated with being
our principal financial officer.

Narrative to Summary Compensation Table

See Compensation Discussion and Analysis above for complete description of compensation plans pursuant to which the amounts listed under the
Summary Compensation Table and Grants of Plan Based Awards Table were paid or awarded and the criteria for such payment.
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Grants of Plan-Based Awards in Fiscal Year 2011

The following table sets forth certain information with respect to the non-equity, stock, and option awards granted during or for the fiscal year ended
December 31, 2011 to each of the executives named.
 

Name   Grant Date   

Estimated
Future

Payouts Under
Non-Equity

Incentive Plan
Awards

Target
($)    

All Other
Options
Awards:

Number of
Securities

Underlying
Options

(#)    

Exercise or
Base Price of

Option
Awards
($/sh)    

Grant Date
Fair Value

of Stock and
Option

Awards ($)  
Don M. Bailey    02/16/11    $ 1,332,540     350,000    $ 14.24    $2,628,815  
Stephen L. Cartt    02/16/11    $ 781,756     150,000    $ 14.24    $1,126,635  
Kristine Engelke    01/18/11    $ 137,110     1,600    $ 15.42    $ 13,013  
David J. Medeiros    02/16/11    $ 494,945     50,000    $ 14.24    $ 375,545  
Michael H. Mulroy    02/16/11    $ 468,881     125,000    $ 14.24    $ 938,863  
David Young, Pharm.D., Ph.D.    02/16/11    $ 773,394     100,000    $ 14.24    $ 751,090  
 
(1) Amounts represent the non-equity incentive compensation earned by each named executive officer under our company-wide annual bonus pool. This

compensation was awarded and paid after the actual financial results for the years for which performance was measured were known early in the following
year.

(2) Amounts represent the grant date fair value under ASC Topic 718 of stock options and restricted stock granted to the named executive officers in 2011. The
fair value of options was estimated using the Black-Scholes option valuation model in accordance with the recognition provisions of ASC Topic 718. For a
complete description of the valuation methodology and the assumptions used in the estimation, please refer to Note 5, “Preferred Stock and Shareholders’
Equity” to the financial statements included in our Form 10-K for the year ended December 31, 2011 under “Equity Incentive Plans and Share-based
Compensation Expense.”

(3) Ms. Engelke currently serves as our Director of Finance and Corporate Controller. From October 1, 2010 through September 26, 2011, Ms. Engelke served
as our principal accounting officer. From October 1, 2010, through January 10, 2011, Ms. Engelke performed the functions generally associated with being
our principal financial officer.

(4) Mr. Mulroy started employment as our Senior Vice President, Chief Financial Officer and General Counsel on January 10, 2011, and this grant represents
the option grant awarded to him in connection with his commencement of employment.

Narrative to Grants of Plan Based Awards Table

See the section entitled Compensation Discussion and Analysis above for complete description of the targets for payment of annual incentives, as well as
performance criteria on which such payments were based. The section entitled Compensation Discussion and Analysis also describes the options and restricted
stock grants.
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Except for performance based options, all stock option grants vest over 48 months beginning on the grant date, subject to a one year cliff such that no stock
options vest until the first anniversary of grant date at which time 25% of such options vest.

Outstanding Equity Awards at Fiscal Year-End

The following table provides information on all restricted stock and stock options held by our named executive officers as of December 31, 2011. All
outstanding equity awards are in shares of our common stock.
 
   Option Awards  

Name   

Number of
Securities

Underlying
Unexercised

Options
Exercisable

(#)    

Number of
Securities

Underlying
Unexercised

Options
Unexercisable

(#)   

Equity Incentive
Plan Awards:

Number of
Securities

Underlying
Unexercised
Unearned
Options

(#)    

Option Exercise
Price

($)    
Option Expiration

Date  
Don M. Bailey    183,339     —      —      $ 0.44     7/1/2017  

   479,166     20,834    —      $ 5.09     2/5/2018  
   155,833     64,167    —      $ 5.10     2/25/2019  
   134,166     145,834    —      $ 5.12     1/18/2020  
   —       350,000    —      $ 14.24     2/15/2021  

Stephen L. Cartt    25,657     4,834    —      $ 5.09     2/5/2018  
   70,833     29,167    —      $ 5.10     2/25/2019  
   62,291     67,709    —      $ 5.12     1/18/2020  
   —       150,000    —      $ 14.24     2/15/2021  

Kristine Engelke    1,333     10,667    —      $ 10.55     8/15/2020  
   —       1,600    —      $ 15.42     1/17/2021  

David J. Medeiros    89,428     —      —      $ 1.37     2/8/2017  
   76,666     3,334    —      $ 5.09     2/5/2018  
   49,583     20,417    —      $ 5.10     2/25/2019  
   40,729     44,271    —      $ 5.12     1/18/2020  
   —       50,000    —      $ 14.24     2/15/2021  

Michael H. Mulroy    —       125,000    —      $ 14.24     2/15/2021  
David Young, Pharm.D., Ph.D.    625     —      —      $ 1.47     12/31/2016  

   32,187     313    —      $ 5.77     12/31/2017  
   28,437     4,063    —      $ 9.31     12/31/2018  
   114,583     160,417    —      $ 4.54     10/29/2019  
   —       100,000    —      $ 14.24     2/15/2021  

 
(1) Options vest monthly over 48 months from the date of grant.
(2) Options vest monthly over 48 months from the date of grant. The options have a 12 month cliff, whereby no options vest until after the twelfth month from

the date of grant.
(3) Options consist of both time-based vesting and vesting upon the achievement of certain performance-based goals and targets.
(4) Ms. Engelke currently serves as our Director of Finance and Corporate Controller. From October 1, 2010 through September 26, 2011, Ms. Engelke served

as our principal accounting officer. From October 1, 2010, through January 10, 2011, Ms. Engelke performed the functions generally associated with being
our principal financial officer.

(5) Mr. Mulroy started employment as our Senior Vice President, Chief Financial Officer and General Counsel on January 10, 2011.
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Option Exercises and Stock Vested During Fiscal Year 2011

The following table provides information on all stock option exercises and vesting of restricted stock awards held by our named executive officers as of
December 31, 2011.
 

   Option Awards    Stock Awards  

   

Number of
Shares

Acquired on
Exercise

(#)    

Value Realized on
Exercise

($)    

Number of
Shares

Acquired on
Vesting

(#)    

Value Realized
on Vesting

($)  
Don M. Bailey    150,000    $ 5,113,668     —      $ —    
Stephen L. Cartt    505,509    $ 16,215,494     —      $ —    
Kristine Engelke    4,000    $ 104,000     —      $ —    
David J. Medeiros    565,886    $ 19,663,249     —      $ —    
Michael H. Mulroy    —      $ —       —      $ —    
David Young, Pharm.D., Ph.D.    100,000    $ 3,842,021     —      $ —    

 
(1) Ms. Engelke currently serves as our Director of Finance and Corporate Controller. From October 1, 2010 through September 26, 2011, Ms. Engelke served

as our principal accounting officer. From October 1, 2010, through January 10, 2011, Ms. Engelke performed the functions generally associated with being
our principal financial officer.

(2) Mr. Mulroy started employment as our Senior Vice President, Chief Financial Officer and General Counsel on January 10, 2011.

Potential Payments Upon Termination or Change in Control

The following charts summarize the potential payments and benefits to our named executive officers upon termination of employment without cause or
under a change in control. The table below reflects benefits to our named executive officers assuming their employment was terminated on the last day of our
reporting period, December 31, 2011, in accordance with SEC rules.
 

      Termination Without Cause  

Officers   Benefits   

Without Change of
Control Within 3

Years of Employment   

Without Change of
Control After 3 Years

of Employment    

With Change 
of

Control  
Don M. Bailey   Salary   $ N/A    $ 584,875    $ 1,169,750  

  Bonus        877,313  
  Option Acceleration        17,987,152  
  280G Gross Up        3,921,207  
      

 
    

 
    

 

  Total   $ —      $ 584,875    $23,955,422  
      

 

    

 

    

 

Stephen L. Cartt   Salary   $ N/A    $ 389,917    $ 389,917  
  Bonus        214,454  
  Option Acceleration        7,810,075  
      

 
    

 
    

 

  Total   $ —      $ —      $ 8,414,446  
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Kristine Engelke   Salary   $ N/A    $ N/A    $ N/A  
  Bonus       
  Option Acceleration       
      

 
    

 
    

 

  Total   $ —      $ —      $ —    
      

 

    

 

    

 

David J. Medeiros   Salary   $ N/A    $362,066    $ 362,066  
  Bonus        162,930  
  Option Acceleration        3,847,590  
      

 
    

 
    

 

  Total   $ —      $362,066    $4,372,586  
      

 

    

 

    

 

Michael H. Mulroy   Salary   $ N/A    $350,000    $ 350,000  
  Bonus        157,500  
  Option Acceleration        3,417,500  
      

 
    

 
    

 

  Total   $ —      $350,000    $3,925,000  
      

 

    

 

    

 

David Young, Pharm.D., Ph.D.   Salary   $212,160    $424,320    $ 424,320  
  Bonus        254,592  
  Option Acceleration        8,818,167  
      

 
    

 
    

 

  Total   $212,160    $424,320    $9,497,079  
      

 

    

 

    

 

 
(1) We assumed the termination or a change in control took place on December 31, 2011, and the potential payments upon termination were calculated based

on the terms of the most current agreements with the officers.
(2) The value of accelerated vesting of options and restricted stock was estimated under the intrinsic method. The closing price of our stock on December 31,

2011 was compared to the exercise prices to determine the spread for each option or share of restricted stock, and the spread was applied to the “in-the-
money” options and shares of restricted stock that were unvested as of December 31, 2011. For the purpose of this calculation, we used $41.58 per share
which was the closing price on the last business day of the fiscal year.

(3) Ms. Engelke currently serves as our Director of Finance and Corporate Controller. From October 1, 2010 through September 26, 2011, Ms. Engelke served
as our principal accounting officer. From October 1, 2010, through January 10, 2011, Ms. Engelke performed the functions generally associated with being
our principal financial officer.

(4) Mr. Mulroy started employment as our Senior Vice President, Chief Financial Officer and General Counsel on January 10, 2011.
(5) See the discussions above entitled “Sections 280G and 4999” and “Chief Executive Compensation” for a description of the tax gross-up benefit payable to

Mr. Bailey. For the purpose of this calculation, we used $41.58 per share which was the closing price on the last business day of the fiscal year.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

We have a Related Party Transaction Policy which is administered by the Audit Committee. This is a written policy which applies to any transaction or
series of transactions in which we or a subsidiary is a participant, the amount involved exceeds $25,000 and a related person has a direct or indirect material
interest. Under the Related Party Transaction Policy, all such transactions shall be presented to either the Audit Committee or the
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independent members of our Board of Directors for review and approval in advance of such transactions. If it is not feasible to obtain advance approval of a
related party transaction, such transactions shall be subject to Audit Committee ratification and we may enter into such transactions prior to obtaining advance
approval only if the terms of such transactions allow them to be rescinded at no cost to us in the event they are not ratified by the Audit Committee. Any material
change to an approved related party transaction shall be subject to further approval or ratification by the Audit Committee.

Kirsten Fereday, the daughter of Don M. Bailey, our Chief Executive Officer, was employed by us during 2011 as our Director, Business Analytics and
Evaluation, and received total cash and equity compensation for the year ended December 31, 2011 equal to approximately $275,000. Ms. Fereday’s employment
was originally approved in accordance with the Related Party Transaction Policy in 2009.

PROPOSAL 2
ADVISORY VOTE ON EXECUTIVE COMPENSATION

In accordance with SEC rules and with the wishes of our shareholders expressed at our annual meeting of shareholders held in May 2011, we are providing
our shareholders with the opportunity to cast an advisory vote on executive compensation as described below. We believe that it is appropriate to seek the views
of our shareholders on the design and effectiveness of our executive compensation program. The Compensation Discussion and Analysis, beginning on page 20
of this proxy statement, describes our executive compensation program and the decisions made by our Compensation Committee for 2011 in more detail.

At our annual meeting of shareholders held in May 2011, more than 90% of the votes cast on the say-on-pay proposal were voted in favor of the proposal.
The Compensation Committee believes this affirms our shareholders’ support of our approach to executive compensation.

The Compensation Discussion and Analysis, beginning on page 20 of this Proxy Statement, describes the our executive compensation program and the
decisions made by the Compensation Committee in 2011 in more detail. Important considerations for the 2011 program include the following:

As an advisory vote, this proposal is not binding upon us. However, the Compensation Committee, which is responsible for designing and administering
our executive compensation program, values the opinions expressed by shareholders in their vote on this proposal, and will continue to consider the outcome of
the vote when making future compensation decisions and policies regarding named executive officers. We request shareholder approval of the compensation
of our named executive officers as disclosed pursuant to the SEC’s compensation disclosure rules (which disclosure includes the Compensation
Discussion and Analysis, the compensation tables and the narrative disclosures that accompany the compensation tables).

Vote Required

Approval of Proposal No. 2 requires the affirmative vote of a majority of the shares present in person or represented by proxy at the Annual Meeting and
entitled to vote on Proposal No. 2.

Recommendation of our Board of Directors

THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR OF PROPOSAL NO. 2

PROPOSAL 3
RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED

PUBLIC ACCOUNTING FIRM

Change in Independent Registered Public Accountants

On March 4, 2011, our Audit Committee approved our discontinuing OUM & Co. LLP, which we refer to as OUM, as our independent registered public
accounting firm. On the same date, our Audit Committee approved the engagement of BDO USA, LLP, which we refer to as BDO, as our new independent
registered public accounting firm and as auditors of our consolidated financial statements for the fiscal year ended December 31, 2011.
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OUM’s audit reports on our consolidated financial statements as of and for each of the two fiscal years ended December 31, 2010 and 2009 did not contain
any adverse opinion or a disclaimer of opinion, and were not qualified or modified as to uncertainty, audit scope or accounting principles. There were no
reportable events (as that term is defined in Item 304(a)(1)(v) of Regulation S-K) during the two fiscal years ended December 31, 2010 and 2009, and the
subsequent interim period through March 4, 2011, the date of the change in our accounting firms. In addition, during those periods, there were no disagreements
(as defined in Item 304(a)(1)(iv) of Regulation S-K and the related instructions to Item 304 of Regulation S-K) with OUM on any matter of accounting principles
or practices, financial statement disclosure, or auditing scope or procedure, which disagreements, if not resolved to the satisfaction of OUM, would have caused
OUM to make reference to the subject matter of the disagreements in connection with its reports.

We previously reported the change in accounting firms on a Current Report on Form 8-K filed with the SEC on March 9, 2011. We provided OUM with a
copy of the above disclosures and requested that OUM furnish a letter addressed to the SEC stating whether it agrees with the foregoing statements. A copy of
OUM’s letter dated March 7, 2011 was filed as Exhibit 16.1 to our Form 8-K filed on March 9, 2011.

During the two fiscal years ended December 31, 2010 and 2009, and the subsequent interim period through March 3, 2011, neither we nor anyone on our
behalf consulted with BDO with respect to (a) the application of accounting principles to a specified transaction, either completed or proposed, or the type of
audit opinion that might be rendered on our consolidated financial statements, and neither a written report was provided to us nor oral advice was provided that
BDO concluded was an important factor considered by us in reaching a decision as to the accounting, auditing or financial reporting issue; or (b) any matter that
was either the subject of a disagreement (as defined in Item 304(a)(1)(iv) of Regulation S-K and the related instructions to Item 304 of Regulation S-K), or a
reportable event (as defined in Item 304(a)(1)(v) of Regulation S-K).

OUM served as our independent registered public accounting firm from April 11, 2005 to March 4, 2011. During such time, OUM rendered audit opinions
on our consolidated financial statements included in our Annual Reports on Form 10-K filed with the SEC for the fiscal years ended December 31, 2010 and
2009.

Ratification of BDO

The Audit Committee has selected BDO as our independent registered public accounting firm for the year ending December 31, 2012, and has further
directed that management submit the selection of this independent registered public accounting firm for ratification by our shareholders at the Annual Meeting.
Representatives of BDO are expected to be present at the Annual Meeting, will have an opportunity to make a statement if they so desire and will be available to
respond to appropriate questions.

Shareholder ratification of the selection of BDO as our independent registered public accounting firm is not required by our Amended and Restated Bylaws
or otherwise. However, our Board of Directors is submitting the selection of BDO to our shareholders for ratification as a matter of good corporate practice. If the
shareholders fail to ratify the selection, our Board of Directors and the Audit Committee will reconsider whether or not to retain that firm. Even if the selection is
ratified, our Board of Directors and the Audit Committee in their discretion may direct the appointment of a different independent registered public accounting
firm at any time during the year if they determine that such a change would be in the best interests of us and our shareholders.

Principal Accountant Fees and Services

The following table presents fees for professional services rendered by OUM for the audit of our financial statements for the year ended December 31,
2010 and for professional services rendered by BDO for the audit of our financial statements for the year ended December 31, 2011, and fees billed for other
services rendered by OUM and/or BDO, as applicable, during those periods. BDO did not provide any services nor bill any fees to us during 2010.
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   2011    2010  
Audit Fees   $373,705    $383,000  
Audit-Related Fees    4,134     0  
Tax Fees    0     79,150  
All Other Fees    0     0  

    
 

    
 

Total   $377,839    $462,150  
    

 

    

 

Audit fees include the audit of our annual financial statements presented in our Annual Report on Form 10-K, reviews of interim financial statements
presented in our Quarterly Reports on Form 10-Q and accounting, reporting and disclosure consultations related to those audits, fees related to consents and
reports in connection with regulatory filings and attestation services related to Sarbanes-Oxley compliance. Tax fees include tax return preparation and tax
consultation services.

Our Audit Committee has considered whether the provision of non-audit services is compatible with maintaining the independence of BDO, and has
concluded that the provision of such services to the degree utilized is compatible with maintaining the independence of our registered public accounting firm. All
services provided by OUM in 2010 and by BDO in 2011 were pre-approved by the Audit Committee after review of each of the services proposed for approval.

Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Registered Public Accounting Firm

The Audit Committee’s policy is to pre-approve all audit and permissible non-audit services provided by the independent registered public accounting firm.
These services may include audit services, audit-related services, tax services and other services. Pre-approval is detailed as to the particular service or category
of services and is generally subject to a specific budget. All fees of BDO for the year ended December 31, 2011 were approved by the Audit Committee. The
independent registered public accounting firm and management are required to periodically report to the Audit Committee regarding the extent of services
provided by the independent registered public accounting firm in accordance with this pre-approval and the fees for the services performed to date.

Vote Required

Approval of Proposal No. 3 requires the affirmative vote of a majority of the outstanding shares present in person or represented by proxy at the Annual
Meeting and entitled to vote on Proposal No. 3.

Recommendation of our Board of Directors

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE RATIFICATION OF THE
SELECTION OF BDO USA, LLP AS OUR INDEPENDENT REGISTERED PUBLIC

ACCOUNTING FIRM FOR 2012.

OTHER MATTERS

The Board of Directors knows of no other matters that will be presented for consideration at the Annual Meeting. If any other matters are properly brought
before the meeting, it is the intention of the persons named in the accompanying proxy to vote on such matters in accordance with their best judgment.
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ANNUAL REPORT

Our Annual Report on Form 10-K for the year ended December 31, 2011 (without exhibits), is being made available to each shareholder with this Proxy
Statement. The Annual Report on Form 10-K is not to be regarded as proxy soliciting material or as a communication by means of which any solicitation is to be
made.
 

By Order of our Board of Directors,

Michael H. Mulroy
Corporate Secretary

Anaheim, California
March 30, 2012
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Exhibit A

Charter
of the Compliance Committee

of the Board of Directors
of Questcor Pharmaceuticals, Inc.

This Compliance Committee Charter was adopted by the Board of Directors (the “Board”) of Questcor Pharmaceuticals, Inc. (the “Company”) on
March 27, 2012.
 
I. Purpose

The purpose of the Compliance Committee (the “Committee”) is to assist the Board with its oversight of significant healthcare related compliance and
regulatory issues.

In addition to the powers and responsibilities expressly delegated to the Committee in this Charter, the Committee may exercise any other powers and carry
out any other responsibilities delegated to it by the Board from time to time consistent with the Company’s bylaws. The powers and responsibilities delegated by
the Board to the Committee in this Charter or otherwise shall be exercised and carried out by the Committee as it deems appropriate without requirement of Board
approval, and any decision made by the Committee (including any decision to exercise or refrain from exercising any of the powers delegated to the Committee
hereunder) shall be at the Committee’s sole discretion. While acting within the scope of the powers and responsibilities delegated to it, the Committee shall have
and may exercise all the powers and authority of the Board. To the fullest extent permitted by law, the Committee shall have the power to determine which
matters are within the scope of the powers and responsibilities delegated to it.
 
II. Membership

The Committee shall consist of at least two members of the Board, each of whom satisfies the independence requirements of NASDAQ Rule 5605(a)(2).
Each Committee member shall be affirmatively determined by the Board to not have a relationship with the Company that would interfere with the exercise of
independent judgment.

The members of the Committee shall be appointed by the Board. Committee members may be removed from the Committee, with or without cause, by the
Board.
 
III. Meetings and Procedures

The Committee shall appoint a Chair. The Chair (or in his or her absence, a member designated by the Chair or the remaining members of the Committee)
shall preside at each meeting of the Committee and set, in consultation with the other members of the Committee, the agendas for Committee meetings. The
Committee shall have the authority to establish its own rules and procedures for notice and conduct of its meetings so long as they are not inconsistent with any
provisions of the Company’s bylaws that are applicable to the Committee.

The Committee shall meet at least once during each fiscal quarter and more frequently as the Committee deems desirable. The Committee chairperson shall
report on Committee activities to the full Board from time to time and shall cause the Committee minutes to be provided to the Board on an ongoing basis.

All non-management directors that are not members of the Committee may attend and observe meetings of the Committee, but shall not participate in any
discussion or deliberation unless invited to do so by the Committee, and in any event shall not be entitled to vote. The Committee may, at its discretion, include in
its meetings the Company’s Chief Compliance Officer and other members of the Company’s management, any other personnel employed or retained by the
Company or any other persons whose presence the Committee believes to be necessary or appropriate. Notwithstanding the foregoing, the Committee may also
exclude from its meetings any persons it deems appropriate, including, but not limited to, any director that is not a member of the Committee.
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The Committee may retain any independent counsel, experts or advisors that the Committee believes to be necessary or appropriate. The Committee may
also utilize the services of the Company’s regular legal counsel or other advisors to the Company. The Company shall provide for appropriate and reasonable
funding, as determined by the Committee, for payment of compensation to any advisors employed by the Committee.

The Committee may conduct or authorize investigations into any matters within the scope of the powers and responsibilities delegated to the Committee.
 
IV. Powers and Responsibilities
 

 
a. Review and oversee the Company’s Compliance Program, including but not limited to, evaluating its effectiveness and receiving updates about the

activities of the Chief Compliance Officer and other compliance personnel.
 

 

b. Review the status of the Company’s compliance with relevant laws, regulations, and internal procedures (e.g., compliance with U.S. federal
healthcare program requirements; compliance with U.S. pharmaceutical product promotional rules and regulations, including with respect to “off-
label” and other product promotional activities, unapproved product uses, fair balance, product safety claims, and product superiority or efficacy
claims; product manufacturing quality control; clinical studies quality control; and required reporting to the Food and Drug Administration
(“FDA”)). The Audit Committee of the Company’s Board of Directors shall continue to assist the Board with its oversight responsibilities regarding
the integrity of the Company’s financial statements and the Company’s compliance with legal and regulatory requirements generally.

 

 
c. Review and evaluate internal reports and external data to assess whether there are significant concerns regarding the Company’s regulatory and/or

compliance practices, including:
 

 
i. Receive details and factual reports on relevant government investigations, including the conduct at issue and whether it reflects a regulatory

or compliance issue at the Company.
 

 
ii. Receive relevant lawsuits and an analysis from management of the factual allegations of the claims, a review of any potential legal exposure

the claims present for the Company, and whether the claims reflect a regulatory or compliance issue for the Company.
 

 iii. At least annually, receive a report from the Chief Compliance Officer regarding significant compliance investigations.
 

 
iv. At least annually, receive a report on healthcare compliance audits undertaken by the Company that year. This report will include an analysis

of relevant healthcare compliance risks raised by the audits undertaken that year.
 

 
v. At least annually, receive all FDA warning letters and the responses to such letters, as well as a report on the steps taken to implement the

responses and an evaluation of whether the letters, as responded to by the Company, raise any healthcare related regulatory and compliance
issues.

 

 
vi. Receive in its discretion reports from management on internal messaging to employees regarding the Company’s commitment to behavior

and practices that comply with law, as well as the Company’s efforts to promote a compliant culture.
 

 vii. Evaluate and report to the Board of Directors on the adequacy of compliance staffing at the Company.
 

 viii. Review the policies and procedures designed to provide protection against retaliation for raising compliance related issues.
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ix. Receive reports from management with respect to any significant disciplinary action against any of the Company’s compliance personnel,

including the nature of the conduct that led to the disciplinary action, the disciplinary action and the reason for it, and an analysis of whether
the underlying conduct reflects any compliance or regulatory concerns or issues.

 

 

d. The Committee shall report at least annually to the Board of Directors on (i) the state of the Company’s compliance functions, (ii) relevant
compliance issues involving the Company of which the Committee has been made aware, including a summary of the results of any compliance
investigations conducted by the Company, (iii) any potential patterns of non-compliance identified within the Company, (iv) any significant
disciplinary actions against any compliance personnel, and (v) any other issues that may reflect any systemic or widespread problems in compliance
or regulatory matters exposing the Company to substantial compliance risk. In advance of such report, the Committee and the Audit Committee,
either through their respective Chairs or otherwise, shall confer on any matters of mutual interest in light of their respective responsibilities.

 

 
e. The Committee shall at least annually perform an evaluation of the performance of the Committee and its members, including a review of the

Committee’s compliance with this Charter.
 

 f. The Committee shall at least annually review and reassess this Charter and submit any recommended changes to the Board for its consideration.
 

 
g. Nothing in this Charter shall expand the duties and liabilities of any Company directors or officers beyond any duties and liabilities otherwise

imposed by law.
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