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FORWARD LOOKING STATEMENTS

This Annual Report includes "forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933, as amended and
Section 21E of the Securities Exchange Act of 1934, as amended. All statements, other than statements of historical facts, included or
incorporated by reference in this Annual Report which address activities, events or developments which the Company expects or anticipates
will or may occur in the future, including such things as the attainment of pharmaceutical development milestones or the receipt of regulatory
approval or the entering into of licensing or partnership arrangements and other similar matters, are forward-1ooking statements. These
statements are based on certain assumptions and analyses made by the Company in light of its experience and its perception of historical trends,
current conditions and expected future developments as well as other factors it believes are appropriate in the circumstances. However, whether



actual results and developments will conform with the Company's expectations and predictions is subject to a number of risks and uncertainties
which could cause actual results to differ materially from the Company's expectations, including the risk factors discussed below and elsewhere
in this Annual Report and other factors, many of which are beyond the control of the Company. Consequently, al of the forward-looking
statements made in this Annual Report are qualified by these cautionary statements and there can be no assurance that the actual results or
developments anticipated by the Company will be realized or, even if substantially realized, that they will have the expected consequences to or
effects on the Company or its business or operations. The Company assumes no obligation to update publicly any such forward-looking
statements, whether as aresult of new information, future events or otherwise.

PART |
ITEM 1. BUSINESS

Elite Pharmaceuticals, Inc. (“EPI”), the registrant, is the sole owner of the Class A common voting stock of Elite Laboratories, Inc. (“ELI”).
EPI and ELI may be referred to collectively in this report as “Elite” or “the Company”.

Business Devel opment

EPI was incorporated in the State of Delaware on October 1, 1997. EPI's predecessor, Prologica International, Inc. (“Prologica”), was
incorporated in the State of Pennsylvaniaon April 20, 1984. From the time of its incorporation, and the completion of itsinitial public offering
in August 1998, until the date of its merger with EPI, Prologica engaged in no business other than searching for suitable acquisitions. Except for
ELI, it located no such acquisitions. EPI was incorporated for the purpose of merging with Prologicain order to change the name and state of
incorporation

of Prologica EPI survived the merger with Prologica; Prologica ceased to exist at the time of the merger on October 24, 1997. Contemporaneous
with the merger of EPI and Prologica, ELI (the business of which is described below) merged with a wholly owned subsidiary of Prologica,
HMF Enterprises, Inc. (“HMF”). HMF was incorporated on August 1, 1997 for the purpose of providing a vehicle into which ELI could merge.
ELI and HMF merged on October 30, 1997. ELI survived the merger with HMF and HMF ceased to exist subsequent to the merger. The net
result of the two mergersis that Prologica and HMF ceased to exist, and EPI at that time owned one hundred percent of the stock of ELI. Such
stock ownership is EPI's sole business. At the present time, EPI has no plans to conduct any other business apart from the ownership of ELI.

ELI was incorporated in the State of Delaware on August 23, 1990. On October 30, 1997, one hundred percent of the stock of ELI was
acquired by EPI viathe merger between ELI and HMF. With that exception, no acquisition or disposition of any material assets, nor any
materia changes in the method of conducting business have incurred since its incorporation.

Business of EPI

EPI, through its wholly-owned subsidiary ELI, primarily engages in researching, developing, licensing, manufacturing, and marketing
proprietary drug delivery systems and products. ELI's drug delivery technology involves releasing a drug into the bloodstream or delivering it to
atarget sitein the body over an extended period of time or at predetermined times. Such products are designed to allow drugs to be administered
less frequently, with reduced side effects and, in certain circumstances, in reduced dosages. EL| has concentrated on developing orally
administered controlled release products. ELI primarily develops controlled rel ease versions of various drugs as depicted in the table below. The
products include drugs which provide therapeutic benefits for angina and hypertension, a nonsteroidal analgesic drug, and one which appearsto
lower blood glucose by stimulating insulin from the pancreas. None of these products have yet been approved by the Food and Drug
Administration (“FDA”), and Elite therefore does not yet market any products. ELI is currently developing and testing products which are at
different stages of development, as depicted in the table below.

The following table provides information concerning a majority of the controlled release products under development by the Company.
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ELI (X) aindicates an internal product number for a product, the identity of which should not be described for competitive reasons; ERL (x)
means product being developed by the joint venture and the identity of which is not described due to competitive reasons; and, EC (X) means
products being devel oped for a partner, the

identity of which is not described due to contractual obligations and/or competitive reasons.

CNS means central nervous system disorder, and ADHD means Attention Deficit Hyperactive Disorder.

NDA mean New Drug Application, and ANDA means Abbreviated New Drug Application.

“TBD” means to be determined, and “Identified” means that the identity of the partner is not disclosed due to contractual restraints.

Patents have been issued on products number 9 and number 17. The Company has filed or anticipates filing patent applications on most of the
remaining products.



NOTE: It is the general policy of the Company not to disclose products in its development pipeline or the status of such products until a
product reaches an appropriate stage, for competitive reasons, and because the disclosure of such information may cause people to infer the
occurrence of future matters or events that may not occur. In this instance, it was believed that disclosure of the information in the foregoing
table would be helpful to personsin better understanding the general nature, orientation and activity of the Company, and the disclosures are
made for such purpose. No inference should be made as to the occurrence of matters or events not specifically described. The Company may or
may not disclose such information in the future based on competitive reasons and/or contractual obligations. Meanwhile, it is believed that the
information is helpful on aone-time basis for the purpose described above.

The following table presents information with respect the development stage of the principal products under development by the Company.
Completion of development of products by the Company depends on a number of factors, and there can be no assurance that specific time
frames will be met during the development process or that the development of any particular products will be continued.

Development Stage Products  Comments NDA/ANDA
Formulation Devel opment 3 In progress
Phase | 4 Formulation developed Bioavailability studies For NDA
Phasell 4 Phase | completed For NDA
Pilot Biostudy 1 Bioequivalence Study For ANDA
Pivotal Studies 2 Under evaluation For ANDA
Scale Up 2 GMP NDA and ANDA
NDA Filing 1 Through third party

GMP means good manufacturing practices per Food and Drug Administration regulations.
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Additionally, the NDA filings contemplated by the Company would be under Sections 505 (b)(1) or 505 (b)(2), which does not require
certain studies that would otherwise be necessary; accordingly, the development timetable would be shorter.

Controlled drug delivery of a pharmaceutical compound offers a safer and more effective means of administering drugs through releasing a
drug into the bloodstream or delivering it to a certain site in the body at predetermined rates or predetermined times. Its goal is to provide more
effective drug therapy while reducing or eliminating many of the side effects associated with conventional drug therapy and/or to reduce the
frequency of administration.

ELI spent approximately $1,475,487 in the fiscal year ended March 31, 2001, and $1,609,108 in the fiscal year ended March 31, 2002 on
research and development activities.

The Company has acquired pharmaceutical manufacturing equipment with the intention of eventually manufacturing products developed by
ELI aswell as manufacturing products on a contract basis. The Company has registered its facilities with the FDA and the Drug Enforcement
Agency (DEA).

In October 2000, the Company entered into a Joint Development and Operating Agreement with Elan Corporation, plc and Elan
International Services, Ltd. (together “Elan”) to develop products using drug delivery technologies and expertise of both companies. This joint
venture, Elite Research, Ltd. (“ERL”), a Bermuda corporation, is initially owned 80.1% by the Company and 19.9% by Elan. ERL will fund its
research through capital contributions from its partners based on the partners' ownership percentage. ERL will subcontract research and
development projects to the Company, Elan and others. The first product developed by ELI for the joint venture has successfully completed
Phase | testing. The parties have commenced devel opment activities with regard to two other products. As a part of the transaction, Elan was
issued 12,015 shares of class A preferred stock of ELI and 454,000 shares of class B preferred stock of ELI. Both classes of ELI stock issued to
Elan are non-voting except on the following issues: (a) amendment of certificate of incorporation in a manner that would adversely affect the
rights of the shareholders holding the class of stock or (b) any change in the rights of the class of stock.

Competition

ELI competes in two related but distinct markets: It performs contract research and development work regarding controlled-release drug
technology for other pharmaceutical companies, and it seeks to develop and market (either on its own or by licensure to other companies)
proprietary controlled-release pharmaceutical products. In both arenas, Elite's competition consists of those companies which are perceived to
be able to develop controlled-release drugs.

In recent years, an increasing number of pharmaceutical companies have become interested in the development and commercialization of
products incorporating

advanced or novel drug delivery systems. The Company expects that competition in the field of drug delivery will significantly increase in the
future since smaller specialized research and devel opment companies are beginning to concentrate on this aspect of the business. Some of the
major pharmaceutical companies have invested and are continuing to invest significant resources in the development of their own drug delivery



systems and technologies and some have invested funds in such specialized drug delivery companies. Many of these companies have greater
financial and other resources as well as more experience than the Company in commercializing pharmaceutical products. A comparatively small
number of companies have atrack record of success in developing controlled-rel ease drugs. Significant among these are Alza Corporation, Andrx,
Elan Corporation, Biovail Corporation, Ethypharm, Eurand, Faulding, Impax, KV Pharmaceutical, Penwest and Skyepharma. Each of these
companies have developed expertise in certain types of drug delivery systems, although such expertise does not carry over to developing a
controlled-release version of all drugs. Such companies may develop new drug formulations and products or may improve existing drug
formulations and products more efficiently than the Company. While the Company's product development capabilities and patent protection
may help the Company to maintain its market position in the field of advanced drug delivery, there can be no assurance that others will not be
able to develop such capabilities or alternative technologies outside the scope of the Company's patentsiif any, or that even if patent protection
is obtained, such patents will not be successfully challenged in the future. In addition, it must be noted that almost all of the Company's
competitors have vastly greater resources than the Company.

Patents, Trademarks, etc.

ELI has received Notices of Allowance from the U.S. Patent and Trademark Office granting trademark protection for the following
trademarks: Albulite CR, Nifelite CR, Diltilite CD, Ketolite CR, Verelite CR and Glucolite CR.

On February 16, 1999, Dr. Atul Mehta was awarded a patent on a controlled-release formulation of nifedipine (U.S. Patent No. 5,871,776).
The United States market for controlled-release nifedipine is approximately one billion dollars. On May 11, 1999, Dr. Mehta was awarded a
patent for method of preparation of controlled rel ease nefedipine formulations (U.S. Patent No. 5,902,632). The Company is the beneficial
owner of these patents, and these patents have been transferred by Dr. Mehta to the Company. On November 18, 1998, Dr. Mehta with two
co-inventors was awarded a patent for the pulsed-release delivery system for methylphenidate (U.S. Patent No. 5,837,284). This latter patent
was assigned to Celgene Corporation. This patent has subsequently been licensed by Celgene Corporation to Novartis. The Company owns
certain manufacturing rights for methylphenidate. The Company licensed from Celgene Corporation rights for the pulsed-rel ease technology
with regard to all non-methylphenidate drugs.

The Company has filed applications for two U.S. patents relating to formulations designed for chrono delivery and formulations for delayed
and sustained release of drugs.

The Company intends to apply for patents for other products in the future; however, there can be no assurance that these or any future
patents will be granted. The Company believes that future patent protection of its technologies and processes and of its products may be
important to its operations. The success of the Company's products may depend, in part, upon the Company's ability to obtain strong patent
protection. There can be no assurance, however, that these patents, if issued, or any additional patents will prevent other companies from
developing similar or functionally equivalent dosage forms of products. Furthermore, there can be no assurance that (i) any additional patents
will be issued to the Company in any or all appropriate jurisdictions, (ii) the Company's patents will not be successfully challenged in the
future, (iii) the Company's processes or products do not infringe upon the patents of third parties or (iv) the scope and validity of the
Company's patents will prevent third parties from developing similar products. Although a patent has a statutory presumption of validity in
the United States, there can be no assurance that patents issued covering the Company's technologies will not be infringed or successfully
avoided through design innovation or by the challenge of that presumption of validity. Finally, there can be no assurance that products utilizing
the Company's technologies, if and when issued, will not infringe patents or other rights of third parties. It is also possible that third parties will
obtain patents or other proprietary rights that might be necessary or useful to the Company. In cases where third parties are first to invent a
particular product or technology, it is possible that those parties will obtain patents that will be sufficiently broad so as to prevent the
Company from using such technology or from marketing such products.

Patents and other proprietary rights are important to the Company's business. It is the Company's policy to seek patent protection for its
inventions, and also to rely upon trade secrets, know-how, continuing technological innovations, and licensing opportunities to develop and
maintain its competitive position. In addition, the Company consistently entersinto confidentiality agreements with its employees and business
partners.

Prior to the enactment in the United States of new laws adopting certain changes mandated by the General Agreement on Tariffs and Trade
("GATT"), the exclusive rights afforded by a U.S. Patent were for aperiod of 17 years measured from the date of grant. Under these new laws,
the term of any U.S. Patent granted on an application filed subsequent to June 8, 1995, would terminate 20 years from the date on which the
patent application was filed in the United States or the first priority date, whichever occurs first. Future patents granted on an application filed
before June 8, 1995, will have aterm that terminates 20 years from such date, or 17 years from the date of grant, whichever dateis later.

Under the Drug Price Competition and Patent Term Restoration Act of 1984, a U.S. Product patent or use patent may be extended for up to
five years under certain circumstances to compensate the patent holder for the time required for FDA regulatory review of the product. The
benefits of this act are available only to the first approved use of the active ingredient in the drug product and may be applied only to one patent

per drug product. There can be no assurance that the Company will be able to take advantage of this law.
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The Company's success will depend, in part, on its ability to obtain and enforce patents, protect trade secrets, obtain licenses to technology
owned by third parties when necessary, and conduct its business without infringing the proprietary rights of others. The patent positions of
pharmaceutical and biotechnology firms, including the Company, can be uncertain and involve complex legal and factual questions. In addition,
the coverage sought in a patent application can be significantly reduced before the patent is issued.

Consequently, the Company does not know whether any of its pending applications will result in the issuance of patents or, if any patents
are issued, whether they will provide significant proprietary protection or commercial advantage, or will be circumvented by others. Since patent
applications in the United States are maintained in secrecy until patents issue, and since publication of discoveriesin the scientific or patent
literature often lag behind actual discoveries, the Company cannot be certain that it was the first to make the inventions covered by each of its
pending patent applications, or that it was the first to file patent applications for such inventions. In the event a third party has also filed a
patent for any of its inventions, the Company may have to participate in interference proceedings declared by the United States Patent and
Trademark Office to determine priority of invention, which could result in the loss of any opportunity to secure patent protection for the
invention and the loss of any right to use the invention, and even if the eventual outcome is favorable to the Company, such interference
proceedings could result in substantial cost to the Company. Protection of patent applications and litigation to establish the validity and scope
of patents, to assert patent infringement claims against others and to defend against patent infringement claims by others can be expensive and
time-consuming. There can be no assurance that in the event that any claims with respect to any of the Company's patents, if issued, are
challenged by one or more third parties, that any court or patent authority ruling on such challenge will determine that such patent claims are
valid and enforceable. An adverse outcome in such litigation could cause the Company to lose exclusivity relating to such patent claims. If athird
party is found to have rights covering products or processes used by the Company, then the Company could be forced to cease using the
technologies covered by the disputed rights, could be subject to significant liabilities to such third party, and could be required to license
technologies from such third party.

Also, different countries have different procedures for obtaining patents, and patents issued by different countries provide different degrees
of protection against the use of a patented invention by others. There can be no assurance, therefore, that the issuance to the Company in one
country of a patent covering an invention will be followed by the issuance in other countries of patents covering the same invention, or that any
judicial interpretation of the validity, enforceability, or scope of the claims in a patent issued in one country will be similar to the judicial
interpretation given to a corresponding patent issued in another country. Furthermore, even if the Company's patents are determined to be valid,
enforceable, and broad in scope, there can be no

assurance that competitors will not be able to design around such patents and compete with the Company using the resulting alternative
technology.

The Company also relies upon unpatented proprietary and trade secret technology that it seeks to protect, in part, by confidentiality
agreements with its collaborative partners, employees, consultants, outside scientific collaborators, sponsored researchers, and other advisors.
There can be no assurance that these agreements provide meaningful protection or that they will not be breached, that the Company would have
adequate remedies for any such breach, or that the Company's trade secrets, proprietary know-how, and technological advances will not
otherwise become known to others. In addition, there can be no assurance that, despite precautions taken by the Company, others have not and
will not obtain access to the Company's proprietary technology.

Government Regulation and Approval

The design, development and marketing of pharmaceutical compounds, on which the Company's success depends, are intensely regulated by
governmental regulatory agencies, including the Food and Drug Administration (the “FDA”). Non-compliance with applicable requirements can
result in fines and other judicially imposed sanctions, including product seizures, injunction actions and criminal prosecution based on products
or manufacturing practices that violate statutory requirements. In addition, administrative remedies can involve voluntary withdrawal of
products, as well as the refusal of the Government to enter into supply contracts or to approve abbreviated new drug applications (“ANDAs”)
and new drug applications (“NDAs”). The FDA also has the authority to withdraw approval of drugs in accordance with statutory due process
procedures.

Before a drug may be marketed, it must be approved by the FDA. FDA approval procedure for an ANDA relies on bio-equivalency tests
which compare the applicant's drug with an already approved reference drug, rather than with clinical studies. Because ELI| has concentrated,
during the first few years of its business operations, on developing products which are intended to be bio-equivalent to existing controlled-
release formulations, the Company expects that such drug products will require ANDA filings.

The FDA approval procedure for an NDA is generally a two-step process. During the Initial Product Development stage, an investigational
new drug (“IND”) for each product is filed with the FDA. A 30-day waiting period after the filing of each IND is required by the FDA prior to
the commencement of initial (Phase ) clinical testing in healthy subjects. If the FDA does not comment on or question the IND within such
30-day period, initial clinical studies may begin. If, however, the FDA has comments or questions, the questions must be answered to the
satisfaction of the FDA before initial clinical testing can begin. In some instances this process could result in substantial delay and expense.
Phase | studies are intended to demonstrate the functional characteristics and safety of a product.
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After Phase I testing, extensive efficacy and safety studies in patients must be conducted. After completion of the required clinical testing, an
NDA isfiled, and its approval, which is required for marketing in the United States, involves an extensive review process by the FDA. The
NDA itself is a complicated and detailed document and must include the results of extensive clinical and other testing, the cost of which is
substantial. However, the NDA filings contemplated by the Company would be made under Sections 505 (b)(1) or 505 (b)(2), which do not
require certain studies that would otherwise be necessary; accordingly, the development timetable would be shorter. While the FDA is required
to review applications within 180 days of their filing, in the process of reviewing applications, the FDA frequently requests that additional
information be submitted and starts the 180-day regulatory review period anew when the requested additional information is submitted. The
effect of such request and subsequent submission can significantly extend the time for the NDA review process. Until an NDA is actually
approved, there can be no assurance that the information requested and submitted will be considered adequate by the FDA to justify approval.
The packaging and labeling of all Company developed products are also subject to FDA regulation. It isimpossible to anticipate the amount of
time that will be needed to obtain FDA approval to market any product. The time to obtain FDA approva may range from approximately 12 to
24 months.

Whether or not FDA approval has been obtained, approval of the product by comparable regulatory authorities in any foreign country must
be obtained prior to the commencement of marketing of the product in that country. All marketing in territories other than the United States
shall be conducted through other pharmaceutical companies based in those countries. The approval procedure varies from country to country,
can involve additional testing, and the time required may differ from that required for FDA approval. Although there are some procedures for
unified filings for certain European countries, in general each country has its own procedures and requirements, many of which are time
consuming and expensive. Thus, there can be substantial delays in obtaining required approvals from both the FDA and foreign regulatory
authorities after the relevant applications are filed. After such approvals are obtained, further delays may be encountered before the products
become commercidly available.

All facilities and manufacturing techniques used for the manufacture of products for clinical use or for sale must be operated in conformity
with Good Manufacturing Practice (“GMP”) regulations issued by the FDA. In the event the Company shall engage in manufacturing, it will be
required to operate its facilities in accordance with GMP regulations. If the Company shall hire another company to perform contract
manufacturing for it, it must take steps to ensure that its contractor's facilities conform to GMP regulations.

Under the Generic Drug Enforcement Act, ANDA applicants (including officers, directors and employees) who are convicted of a crime
involving dishonest or fraudulent activity (even outside the FDA regulatory context) are subject to debarment. Debarment is disqualification
from submitting or participating in the submission of future ANDAs for aperiod of years or permanently. The Generic Drug Enforcement Act
also authorizes the FDA to refuse to accept ANDASs from any company which employs or
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uses the services of adebarred individual. The Company does not believe that it receives any services from any debarred person.

The Company is governed by federal, state, and local laws of general applicability, such as laws relating to working conditions and
environmental protection. The Company estimates that it spends approximately $3,000.00 per year in order to comply with applicable
environmental laws. The Company is also licensed by, registered with, and subject to periodic inspection and regulation by the DEA and New
Jersey state agencies, pursuant to federal and state legislation relating to drugs and narcotics. Certain drugs that the Company may develop in
the future may be subject to regulation under the Controlled Substances Act and related Statutes. At such time as the Company begins
manufacturing products, it may become subject to the Prescription Drug Marketing Act, which regulates wholesal e distributors of prescription
drugs.

Sources and Availability of Raw Materials

The Company is not yet in the manufacturing phase of any product and therefore does not have a requirement for significant amounts of raw
materials. It currently obtains what limited raw materials it needs from over twenty suppliers.

Dependence on One or a Few Major Customers

Each year, the Company has had some customers which have accounted for a large percentage of its sales. It is the intention of the Company
to expand its business to service a greater number of customers at one time.

Employees

As of May 22, 2002, the Company had fourteen full-time employees and two part-time employees. Both full-time and part-time employees
are engaged in administration, research and development. The Company believes its employee relations to be satisfactory. It is not a party to
any labor agreements and none of its employees are represented by alabor union.

Research and Devel opment Activities

During each of the last two fiscal years, substantially all of the time of the Company has been spent on research and development activities.
As previously stated, none of the products undergoing research and development have yet been approved by the FDA and, therefore, are not
yet being marketed to customers.
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Compliance with Environmental Laws

The Company believes it is currently in substantial compliance with all federal, state and local environmental laws. The costs and effects of
compliance with such laws is not material.

ITEM 2. PROPERTIES

The Company owns real property and improvements, suitable for use as a laboratory and offices, located at 165 Ludlow Avenue, Northvale,
New Jersey. It isintended that the property will be used for manufacturing in the future. The Company's operations are not dependent on any
specific location. The real property and improvements of the Company are encumbered by a mortgage in favor of the New Jersey Economic
Development Authority (NJEDA) as security for aloan through tax exempt bonds from the NJEDA to the Company. The mortgage document
contains the customary provisions including, without limitation, the right of the mortgagee to foreclose upon default.

ITEM 3. LEGAL PROCEEDINGS
No disclosure required.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted to a vote of security holders during the fourth quarter of the fiscal year ended March 31, 2002.

PART 11

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
Market Information

The common stock of the Company first began public trading on July 23, 1998. The stock was traded on the NASDAQ over-the-counter
bulletin board under the symbol “ELIP.” On February 24, 2000, 13,912,856 shares of the Company's common stock (consisting of 8,560,355
shares issued and outstanding, 2,387,714 shares issuable upon exercise of options pursuant to the Company's 1997 Incentive Stock Option
Plan, and 2,964,787 shares issuable upon exercise of warrants) were listed on
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the American Stock Exchange. The Company's shares are now traded on that exchange under the symbol “ELL”

The Company's Class A warrants are listed on the NASDAQ over-the-counter bulletin board under the symbol “ELIPZ.” The Company
first began trading these warrants on September 11, 1998.

The common stock of EPI's predecessor, Prologica, was listed in the pink sheets, but no active trading occurred in those securities.

For each quarter within the two most recent fiscal years the high and low sales prices of the Company's common stock and the high and low
bid for the Company's Class A warrants are as follows:

Fiscal Year Ended March 31, 2001

Common Stock Warrants
High Low High Low
First Quarter $ 11385 $ 6.125 $ 10.00 $ 1.50
Second Quarter $ 12188 $ 6.875 $ 650 $ 2.25
Third Quarter $ 1325 $ 6.00 $ 700 $ 1.50

Fourth Quarter $ 8625 $ 6.063 $ 400 $ 1.375
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Fiscal Year Ended March 31, 2002

Common Stock Warrants
High Low High Low
First Quarter $ 1145 $ 4.85 $ 600 $ 2.00
Second Quarter $ 1150 $ 5.10 $ 621 $ 1.40
Third Quarter $ 775 % 5.90 $ 250 $ 1.20
Fourth Quarter $ 830 $ 5.60 $ 225 % 0.86

This information was obtained from Merrill Lynch & Co. The information reflects inter-dealer prices, without retail mark-up, mark-down or
commission and may not represent actual transactions.

Holders

As of May 22, 2002, there were 82 holders of record of the Company's common stock, 23 holders of record of the Company's Class A
warrants and 23 holders of record of the Company's Class B warrants. 6,471,033 (66.5%) of such shares and 1,188,430 (71.8%) of the Class A
warrants are held by Cede & Company as nominee for the Depository Trust Company, and the Company believes such shares are held for the
account of numerous other persons.

Dividends

The Company has never declared or paid any cash dividends on its common stock. The Company currently intends to retain any future
earnings for funding growth and does not anticipate paying any cash dividends on its common stock in the foreseeable future.

Securities Authorized for I ssuance under Equity Compensation Plans

The table below includes information as of the end of the most recently completed fiscal year of the Company for each category of equity
compensation plan, as applicable.

Equity Compensation Plan Information
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Plan category Number of securitiesto be Weighted-average exercise price Number of securities remaining
issued upon exercise of of outstanding options, warrants  available for future issuance
outstanding options, warrants and rights under equity compensation
and rights plans (excluding securities
reflected in column (8))
@ (b) ©
Equity compensation plans $363,100 $7.17 $886,900
approved by security holders
Equity compensation plans not
approved by security holders None None None
Tota
Tota $363,100 $7.17 $886,900

The Company's Incentive Stock Option Plan (“Plan”), adopted in 1997, provides that 1,250,000 shares of the Company's common stock are
subject to options to be granted under the Plan. If options granted under the Plan lapse without being exercised, other options may be granted
covering the shares not purchased under such lapsed options. Options may be granted pursuant to the Plan to employees and officers of EPI or



ELI. Members of the Board of Directors of the Company who are not officers of employees of the Company are not eligible to receive options
under the Plan. The granting of options under the Plan shall be entirely discretionary. The exercise price of an option pursuant to the Plan shall
not be less than 100% of the fair market value (to be determined by the board of directors of the Company in good faith) of the common stock at
the time the option was granted; provided, an option granted to a person who, with his affiliates, directly or through other entities, owns more
than 10% of the voting power of the Company's common voting stock (“a Substantial Shareholder”) shall have a exercise price not less than
110% of the fair market value of the Company's common stock at the time the option was granted. For any person, “Affiliates” shall mean that
person's siblings, spouse, ancestors and lineal descendants. No person to whom options are granted pursuant to the Plan shall receive options
first exercisable during any single calendar year for shares, the fair market value of which exceeds $100,000 (determined at the time the options
are granted). Options issued pursuant to the Plan expire ten years from the date granted, except that options granted pursuant to the Plan to
Substantial Shareholders expire five years from the date of grant (in either case, the “Expiration Date”). If, prior to the Expiration Date, (i) the
employees employment with the Company ends for reasons other than death or retirement, any options shall terminate; (ii) the employees
retire at normal retirement age or, with the consent of the Company, earlier on account of disability, the option shall expire at the end of three
months after such retirement; (iii) the employee dies, his estate shall have six months to exercise the option, provided that the exercise period
shall never extend beyond the Expiration Date.
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ITEM 6. SELECTED FINANCIAL DATA
Following is selected financial data of the Company.

Selected Annual Financial Data

2002 2001 2000 1999 1008
Net Revenues $ 1197507 $ 95246 $ 10315 $ 150412 $ 51,958
Net (I0ss) (1,774,527) (13,964,981) (2,976,392) (1,661,881) (788,591)
Net (loss) per common share (0.29) (1.53) (0.35) (0.23) (0.13)
Total Assets 12,724,498 12,350,301 9,162,383 3,076,582 5,179,119
Long-term obligations 3,788,148 2,765,000 2,885,000 - -
X?f:;z?nzvaage number of sares 9,561,209 9,135,369 8,287,648 7,237,613 5,858,238

Selected Quarterly Financial Data

Fiscal Year Ended March 31, 2002

3-31-02 12-31-01 9-30-01 6-30-01
Net Revenues $ 260949 $ 473597  $ 387,163 $ 75,798
Net (loss) $  (715162) $ (3402100 $  (272173) $ (446,982
Net (loss) per common share $ (0.08) $ (003 $ (003 $ (0.05)
16
Welghted average shares Outstanding 9,662,001 9,631,601 9,543,526 9,408,593

Fiscal Year Ended March 31, 2001

3-31-01 12-31-00 9-30-00 6-30-00
Net Revenues $ 86465 $ 8,781
Net (loss) $  (616034) $  (193052) $ (12566324) $ (589,571

Net (loss) per common share $ (0.06) $ 002 $ 141) $ (0.07)



Weighted average shares outstanding 9,373,426 9,353,017 8,915,054 8,902,623

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALY SIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATION

(a) The Company
Introduction

The Company has been developing over 15 oral controlled release pharmaceutical products which are at the varying stages of the development
process and testing.

Elite Labs has also conducted several research and development projects on behalf of several large pharmaceuticals companies. These activities
have generated only limited revenue for Elite Labs to date.

The Company has established a manufacturing facility in Northvale, NJ which is both FDA and DEA registered. This facility will allow the
Company to make batchesin sizes sufficient to file for FDA approval.

In October 2000, Elite entered into ajoint development and operating agreement with Elan Corporation, plc, and Elan International Services,
Ltd. (together “Elan”) to develop products using drug delivery technologies and expertise of both companies. This joint venture, Elite Research,
Ltd. (“ERL”), a Bermuda corporation, is initially owned 80.1% by Elite and 19.9% by Elan. ERL will fund its research through capital
contributions from its partners based on the partners' ownership percentage. ERL will subcontract research and development efforts to Elite,
Elan and others. The in-vivo (pilot
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bioavailahility) has been completed on the first product formulated by Elite Labs. Elite has begun to devel op formulations for the two additional
products.

In June 2001, the Company entered into two separate and distinct development and license agreements with another U.S. pharmaceutical
company to develop two products in exchange for development fees, certain payments, royalties and manufacturing rights. Elite has undertaken
formulation development for these two products and has earned the development fees paid to date .

In September 2000, Elite received approval of its application to sell $4,872,267 in New Jersey Net Operating Tax L osses under the New Jersey
Economic Development Agency's Technology Business Tax Certificate Program. The Company received $368,343 of proceeds from this sale.

In November 2001, Elite received approval of its application to sell an additional $1,822,929 in New Jersey Net Operating Tax Losses under the
New Jersey Economic Development Agency's Technology Business Tax Certificate Program. The Company expects to receive $137,818.
$71,741 was received during the quarter ending December 31, 2001.

In October 2001, the Company authorized the purchase of up to 100,000 shares of its common stock in the open market at the then prevailing
market price on or before March 31, 2002. There has been no repurchases of any common stock during this period.

The Company plans to focus its efforts on the following areas: (i) to receive FDA approval for one or all of the oral controlled release
pharmaceutical products already developed, either directly or through other companies; (ii) to commercially exploit these drugs either by
licensure and the collection of royalties, or through the manufacturing of tablets and capsules using the formulations devel oped by the Company,
and (iii) to continue the development of new products and the expansion of its licensing agreements with other pharmaceutical companies
including contract research and development projects, joint ventures and other collaborations.

The Company has been issued three patents to date and has filed for two more patents. One of the patents has been assigned to Celgene who
has now licensed it to Novartis.

Critical Accounting Policies and Estimates

Management's discussion addresses the Company's consolidated financial statements, which have been prepared in accordance with accounting
principles generally accepted in the United States of America. The preparation of these financial statements requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date
of financial statements and the reported amounts of revenues and expenses during the
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reporting period. On an ongoing basis, management evaluates its estimates and judgment, including those related to bad debts, intangible assets,
income taxes, workers compensation, and contingencies and litigation. Management bases its estimates and judgments on historical experience



and on various other factors that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates
under different assumptions or conditions.

Management believes the following critical accounting policies, among others, affect its more significant judgments and estimates used in the
preparation of its consolidated financial statements. The Company's most critical accounting policies include the recognition of revenue upon
completion of certain phases of projects under research and development contracts. The Company also assesses a need for an allowance for
doubtful accounts and determines a need for valuation allowance to reduce its deferred tax assets to the amount that it believesis more likely
than not to be realized. The Company assesses the recoverability of long-lived assets and intangibl e assets whenever events or changesin
circumstances indicate that the carrying value of the asset may not be recoverable. The Company assesses its exposure to current commitments
and contingencies. It should be noted that actual results may differ from these estimates under different assumptions or conditions.

Rules of Consolidated Operations

Year Ended March 31, 2002 vs. Year Ended March 31, 2001

Elite's revenues for the year ended March 31, 2002 were $1,197,507, an increase of $1,102,261, or approximately 1157%, over the comparable
period of the prior year. Net revenues include research and development fees totaling $593,000 of which $550,000 was earned in conjunction
with two separate and distinct development and licensing agreements with another pharmaceutical company, product formulation fees of
$600,940 earned in conjunction with the Company's joint venture in ERL and $3,450 of consulting and testing fees. Comparable prior period
revenues were $0, $80,931, and $14,314, respectively, for the above components that comprise total revenues.

General and administrative expenses for the year ended March 31, 2002 were $763,687, a decrease of $13,431, or approximately 1.7%, from the
comparable period of the prior year. The decrease in general and administrative expenses was substantially due to a decrease in consulting fees.
General and administrative expenses expressed as a percentage of revenues were approximately 64% for the year ended March 31, 2002 as
compared to 816% for the comparable period of the prior year.

Research and devel opment costs for the year ended March 31, 2002 were $1,609,108, an increase of $133,621, or approximately 9%, from the
comparable period of the prior year. Research and development costs have increased as the Company has

19

undertaken certain biostudies that were not undertaken in the prior year. Research and development expenses expressed, as a percentage of
revenues were 134% and 1549%, respectively, for the years ended March 31, 2002 and March 31, 2001. Elite's net loss for the year ended
March 31, 2002 was $(1,774,527), as compared to $(13,964,981) for the comparable period of the prior year. The decrease in the net loss was
primarily due to the decrease of $11,572,187 in equity loss of its 80.1% owned joint venture, which included a one time charge of $12,015,000
in the prior comparable period for the Company's share of the $15,000,000 payment to Elan for a technology license.

Year Ended March 31, 2001 vs. Year Ended March 31, 2000

Elite's revenues for the year ended March 31, 2001 were $95,246, an increase of $84,931, or approximately 823%, over the comparable period
of the prior year. Net revenues consisted of product formulation fees of $80,931 earned in conjunction with the Company's joint venture in ERL
and $14,314 of consulting and test fees (compared with $10,312 of consulting and test fees for the comparable period of the prior year).

General and administrative expenses for the year ended March 31, 2001 were $777,118, a decrease of $207,618, or approximately 21% from the
comparable period of the prior year. The decrease in general and administrative expenses was substantially due to a decrease in consulting fees.
General and administrative expenses expressed as a percentage of revenues were approximately 816% for the year ended March 31, 2001 as
compared to 9546% for the comparable period of the prior year.

Research and development costs for the year ended March 31, 2001, were $1,475,487, a decrease of $513,162, or approximately 26%, from the
comparable period of the prior year. Research and development costs have declined, as the Company has not undertaken the kind of biostudies
that were undertaken in the prior year.

Elite's net loss for year ended March 31, 2001 was $13,964,981, as compared to $2,976,392 for the comparable period of the prior year. The
increase in the net loss was primarily due to $12,079,827 of equity in the loss of its 80.1% owned joint venture, ERL, partially offset by the
$368,343 of income recognized in connection with the sale of New Jersey net operating tax losses. The $12,079,827 equity in the loss of ERL
includes a one time charge of $12,015,000 for the Company's 80.1% share of the $15,000,000 payment to Elan for a technology license fee.

Liquidity and Capital Resources

The Company's working capital (total current assets less total current liabilities), which was $7,373,673 as of March 31, 2001 decreased to
$7,054,961 as of March 31, 2002. The Company's net loss from operations, increases in restricted cash, and purchases and deposits on
property and equipment was offset by proceeds from the issuance of common stock and warrants and the bank note.
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For the year ended March 31, 2002, the Company experienced negative cash flows from operations of $1,568,887 primarily due to the
Company's net loss from operations of $1,442,207. For the year ended March 31, 2001, the Company experienced negative cash flows from
operations of $1,905,984 primarily due to the Company's net loss from operations of $2,351,397.

(b) Elite Research, Ltd.

Elite Research, Ltd. (ERL), a Bermuda corporation, was incorporated in October 2000. ERL, which isinitially owned by Elite Pharmaceuticals,
Inc. (80.1%) and by Elan Corporation, plc. and Elan International Services, Ltd. (19.9%), was organized to develop products using drug delivery
technologies and expertise of both companies. ERL will fund its research through capital contributions based on the partners ownership
percentages and will subcontract research development efforts to Elite, Elan, and others.

Results of Operations -

Year Ended March ,31 2002 vs. Year Ended March 31, 2001

To date, there have been no revenues recognized by Elite Research, Ltd.

Research and development costs for the year ended March 31, 2002 of $600,940, were incurred on contracts with EPI. These costs increased by
$520,009 or approximately 643% from the comparable period of the prior year. Thisisthe result of ERL incurring costs associated with the
later stages of formulation, development and testing of three products in the current period compared to one product in the previous comparable
period.

General and administrative costs for the year ended March 31, 2002 were $13,997 compared to $0 for the comparable period of the prior year.
This was the result of administrative expenses and the payment of a franchise tax imposed by Bermuda.

Licensing fees decreased in the current year. In the year ended March 31, 2001, ERL incurred a one time $15,000,000 payment to Elan for a
technology license.

Liquidity and Capital Resources

The working capital (total current assets less total current liabilities) of ERL, which was ($80,931) as of March 31, 2001 decreased to
($543,524) as of March 31, 2002. Capital contributions for research and development activities were more than offset by ERL's net loss from
operations. In April 2002, additional contributions were funded by Elite and Elan in the amount of $254,000 and $78,791, respectively.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company does not invest in or own any market risk sensitive instruments entered into for trading purposes or for purposes other than
trading purposes. All loans to the Company have been made at fixed interest rates; accordingly, the market risk to the Company prior to
maturity isvery minimal.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The information for this item is contained as an exhibit attached to this report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

No disclosure required.
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Directors and Executive Officers

The directors and executive officers of the Company are:

Name Age Position

Atul M. Mehta 53 President, Chief Executive Officer and Director
Donald S. Pearson 66 Director

Harmon Aronson 59 Director

Eric L. Sichel, M.D. 43 Director

Mark I. Gittelman 42 Secretary and Treasurer

There are no arrangements between any director or executive officer and any other person, pursuant to which the director or officer is to be
selected as such. Thereis no family relationship between the directors, executive officers, or persons nominated or chosen by the Company to



become directors or executive officers.

Atul M. Mehta, Ph.D., the founder of ELI, has been a director of ELI since its inception in 1990 and a director of EPI since 1997. He has
been employed as the President of ELI since 1990 and President of EPI since 1997. Prior to that, he was Vice President at Nortec Devel opment
Associates, a company specializing in the development of food, pharmaceutical and chemical specialty products, from 1984 to 1989. From 1981
to 1984, he was associated with Ayerst Laboratories, a division of American Home Products Corporation in the solids formulation section as
Group Leader. His responsihilities included devel opment of formulations of ethical drugs for conventional and controlled-release dosage forms
for both USA and international
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markets. He received his B.S. degree in Pharmacy with honors from Shivaji University, Kolhapur, India, and aBS, MS, and a Doctorate of
Philosophy in Pharmaceutics from the University of Maryland in 1981. Other than ELI, no company with which Dr. Mehtawas affiliated in the
past was a parent, subsidiary or other affiliate of the Company.

Donald S. Pearson, a director since 1999, has been employed since 1997 as the President of Pearson & Associates, Inc., a company that
provides consulting services to the pharmaceutical industry. Prior to starting Pearson & Associates, Mr. Pearson served for five years as the
Director of Licensing at Elan Pharmaceuticals, and prior to that he was employed by Warner-Lambert for thirty years in various marketing,
business development and licensing capacities. Mr. Pearson holds a B.S. in Chemistry from the University of Arkansas and studied steroid
chemistry at St. John's University. He has served on the informal advisory board of ELI for several years; other than ELI, no company with
which he was affiliated in the past was a parent, subsidiary or other affiliate of the Company.

Harmon Aronson, Ph.D., a director since 1999, has been employed since 1997 as the President of Aronson Kaufman Associates, Inc., a New
Jersey-based consulting firm that provides manufacturing, FDA regulatory and compliance services to the pharmaceutical and biotechnology
companies. Its clients include United States and international firms manufacturing bulk drugs and finished pharmaceutical dosage products who
are seeking FDA approval for their products for the US Market. Prior to that, Dr. Aronson was employed by Biocraft Laboratories, aleading
generic drug manufacturer, most recently in the position of Vice President of Quality Management; prior to that he held the position of Vice
President of Non-Antibiotic Operations, where he was responsible for the manufacturing of all the firm's non-antibiotic products. Dr. Aronson
holds a Ph.D. in Physics from the University of Chicago. Other than ELI, no company with which Dr. Aronson was affiliated in the past was a
parent, subsidiary or other affiliate of the Company.

Eric L. Sichel, M.D., a director since August 2, 2001, is President of Sichel Medical Ventures, Inc., Englewood, NJ, which company provides
biotechnology company assessments and investment banking services. Dr. Sichel has been the owner and President of Sichel Medical Ventures,
Inc. since 1997. From 1995 through 1996, Dr. Sichel was a senior analyst in the biotechnology field for Alex. Brown & Sons, Inc. of New Y ork,
NY. Prior to that, Dr. Sichel was affiliated with Sandoz Pharmaceuticals Corp. of East Hanover, NJ, in various capacities, including associate
director of transplantation/immunology. Dr. Sichel islicensed to practice medicine in the State of New Y ork.

Mark I. Gittelman is the President of Gittelman & Co., P.C., an accounting firm in Clifton, NJ. Prior to forming Gittelman & Co., P.C. in
1984, he worked as a certified public accountant with the international accounting firm of KPMG Peat Marwick, LLP. Mr. Gittelman holds a
B.S. in accounting from New Y ork University and a Masters of Sciencein Taxation from Farleigh Dickinson University. Heis a Certified Public
Accountant licensed in New Jersey and New Y ork, and is a member of the American Institute of Certified Public Accountants ("AICPA"), the
Securities and Exchange Practice Section of the AICPA, and the New Jersey State and New Y ork States
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Societies of CPAs. Other than ELI, no company with which Mr. Gittelman was affiliated in the past was a parent, subsidiary or other affiliate of
the Company.

Election of Directors

Each director holds office (subject to the By-Laws of EPI) until the next annual meeting of shareholders and until such director's successor
has been elected and qualified. All executive officers of the Company are serving until the next annual meeting of directors and until their
successors have been duly elected and qualified. There are no family relationships between any of the directors and executive officers of the
Company.

Section 16(a) Beneficial Ownership Reporting Compliance

To the knowledge of the Company, there was no person who, at any time during the fiscal year ended March 31, 2002, was a director,
officer, beneficial owner of more than 10% of any class of equity securities of the Company registered pursuant to Section 12 of the Securities
Exchange Act of 1934, failed to file on atimely basis the reports required by Section 16(a) of the Securities Exchange Act of 1934 during the
most recent fiscal year. The Company became a reporting company, and reports to the Securities and Exchange Commission on Form 3, Form 4
and Form 5 became obligatory as of August 14, 1998. None of the officers, directors or holders of 10% or more of securities of the Company
made atimely filing of Form 3. To the knowledge of the Company, all required reports on Form 3 have now been filed. To the knowledge of the
Company, all required reports on Form 4 were filed late but have now been filed. To the knowledge of the Company, all filings for prior fiscal
years required under Section 16(a) of said Act have been filed.



ITEM 11. EXECUTIVE COMPENSATION

The following table provides information on the compensation of Dr. Atul M. Mehta, the chief executive officer of EPI for the last three
fiscal years. No other executive officer of the Company received salary and bonus exceeding $100,000 during those periods.
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Summary Compensation Table
Annual Compensation Long Term Compensation
@ (b) © (d) © ®) @ (h) 0]
Name and ) -
o Restricted Securities
pri nC| pal Fisca Year Salary Bonus Other Anngal Stock Underlying LTIP payouts All Othef
position Compensation ] compensation
Awards options
Atul M. 2001-02 % 272,855 $ 30,000 $ 83,896 - 50,000 - -
Mehta 200001 % 248,050 $ 45,000 $ 3,040 - 425,000(1)(2) - -
President 1999-00 $ 227,030 $ 25,000 $ 3,040 - 500,000 - -

(1)  On December 15, 2000, Dr. Mehta surrendered options for 425,000 shares of the Company's common stock (exercisable at $7.00 per
share) and in return received options for 425,000 shares of the Company's common stock exercisable on January 2, 2001 and expiring January 1,
2006. The exercise price is 110% of the opening price of the Company's common stock on January 2, 2001 adjusted upward to the nearest half
dollar of $7.00. On January 2, 2001, the stock of the Company opened at $6.25 per share, therefore the exercise price for the stock subject to
these optionsis $7.00 per share.

(2) By action on February 21, 2002, the Board corrected a clerical error in options for 425,000 shares of class A common stock of the
Company previously granted to Dr. Mehta. This correction did not result in any additional shares being subject to options held by Dr. Mehta,
any change in the exercise price or a change in any other material terms.

The Company's fiscal year begins April 1 and ends March 31. The information is provided for each fiscal year beginning April 1.

Other Annual Compensation represents use of a company car and premiums paid by the Company for life insurance on Dr. Mehta's life for
the benefit of hiswife paid by the Company.

Reported below in this report is the purchase by the Company of options from Dr. Mehta. The purchase price for those options of $80,896
isincluded abovein "Other Annual Compensation."

Option Grantsin Last Fiscal Year

During the fiscal year, the Board of the Company authorized issuance to Dr. Mehta of options to acquire 50,000 shares of the common stock
of the Company, vesting over aperiod of five years at the rate of 10,000 shares per year beginning February 21, 2003, exercisable at a price
equal to 110% of the closing price of the stock on February 21, 2002 ($8.25 per share).

By action on January 25, 2001, the Board purchased options held by Dr. Mehta for 20,214 shares of the class A common stock of the
Company at a price of $4.00 per share. The options carried an exercise price of $2.00 per share. The then current market price for the stock was
in excess of $7.50. Dr. Mehta had intended to exercise the option for these shares and then sell the shares. The purchase price for the option
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arrived at by the Board took into account the amount which would be necessary to purchase the options and cover taxes due Dr. Mehta on the
transaction.

Option/SAR Grants Table in Last Fiscal Year

Individual Grants

@ (b) © (d) G

Name Number of Securities % Grant Represents of Exercise or Base Price Expiration Date
Underlying Options Options to Employees ($/sh)
Granted
Atul M. Mehta 50,000 2.8% $8.25 2-20-07

Aggregated Option Exercises and Fiscal Y ear End Option Value Table




a b c d e
No. of Securities Underlying Unexercised Vaue of Unexercised In-the-Money

Options at FY-End Optiong/ at FY-End
Name Shares Acquired Ve Exercisable/Unexcercisable Exerciseble/Unexercisable
on Exercise Redlized
Atul M. Mehta None $0 1,025,000/450,000 $2,120,000/0

These options and the shares underlying them are unregistered, and their market value is unknown and incalculable. However, the registered
common stock of the Company was trading for $6.15 per share as of the close of business on May 21, 2002. It is on this hypothetical value that
thefiguresin column (€) are calculated. These figures may have no relation to the actual value of the unexercised options.

Options for 500,000 shares which were granted to Dr. Mehta during the fiscal year ended March 31, 2000 vest at the rate of 100,000 shares
per year on each December 31 beginning December 31, 2001. The options expire on the earlier of (a) one year after Dr. Mehta ceases to be
employed by EPI or to serve as an officer or director of EPI or (b) March 31, 2010. Notwithstanding, the options shall become fully vested and
exercisable if Dr. Mehta's employment agreement or his position as an officer and director is terminated by the Company for any reason or if it
expires as aresult of the Company giving notice of nonrenewal. If the board of directors of the Company votes to approve the acquisition of
more than 50% of the stock of the Company by any person or entity, the Company may require Dr. Mehta to exercise or sell the options. In
addition to the above stated options, by board action on September 22, 2000, Dr. Mehta was granted a preemptive right to acquire shares of the
Company
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in a sufficient number to maintain his percentage ownership of the shares outstanding. Under this preemptive right, upon issuance by the
Company of shares of common stock for any reason, or of securities convertible into common stock upon demand, Dr. Mehta shall be permitted
to purchase shares of common stock of the Company sufficient to maintain the greater of his percentage ownership of outstanding common
stock of the Company determined on an absolute basis and upon a fully diluted basis as existed prior to the stock issuance. The price which Dr.
Mehta shall pay for such stock shall be the lower of (a) the then current market price (discounted 15% if the shares are not registered) or (b) the
price to be paid by the party in the transaction triggering the preemptive right. The right shall be exercised and the price shall be paid within 120
days of the issuance of the stock triggering the preemptive right.

Compensation of Directors

Each non-affiliated director receives $2,000 as compensation for each meeting attended.

Employment Agreement

The only employment agreement which the Company has with an executive officer is the Amended and Restated Employment Agreement
entered into March 31, 2000 between the Company and Dr. Atul Mehta (the "Agreement"). The Agreement provides that the Company will
employ Mehtafor a period of five years ending December 31, 2005 (unless sooner terminated pursuant to provisions of the Agreement). At the
end of said period of five years, the Agreement will be automatically renewed for an additional five year term unless either party gives written
notice of nonrenewal by December 31, 2004. Subsequent to December 31, 2005, the Agreement is automatically extended for periods of one
year unless either party gives notice of nonrenewal at least one year prior to the date of expiration. The Agreement provides for an annual salary
of $242,000, which amount is to be increased by the board of directors not less than 10% annually beginning January 1, 2001. The Agreement
further provides that Dr. Mehta will receive 5% of the net profit each fiscal year, health insurance to cover Dr. Mehta and his dependents,
insurance on the life of Dr. Mehta for the benefit of his spouse or his estate in an amount of at least $300,000 and such bonus as the board in its
discretion may award Dr. Mehta from time to time. In addition, the Agreement provides that Dr. Mehta will receive options to purchase the
common stock of Elite at aprice of $10.00 per sharein atotal amount of 500,000 shares, exercisable in increments of 100,000 shares annually
beginning December 31, 2001. The options shall be exercisable from the date of vesting until one year after Mehta ceases to be employed by the
Company or to serve as an officer and director of the Company or March 31, 2010, whichever is earlier. The options are exercisable by Dr.
Mehtaif the Agreement or Dr. Mehta's position as an officer and director is terminated by the Company for any reason or if the Agreement is
not renewed by the Company. The Agreement further provides that if the board of directors votesto
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approve the acquisition of more than 50% of the stock by any person or entity, the Company may require Dr. Mehta to elect to exercise the
options or to sell the options at a price equal to the difference between the exercise price and an amount which is 110% of the then fair market
value of the stock. Dr. Mehta's compensation subsequent to December 31, 2005, the agreement provides that the parties shall determine Dr.
Mehta's compensation after said period; and, such compensation shall be on terms no less favorable to Dr. Mehta then the terms of
compensation for thefirst five years and shall be no less than 110% of his annual salary for the year ended December 31, 2005. The Agreement
shall terminate upon (a) Mehta's death, (b) election of either party if Mehtais unable to perform his duties on account of disability for atotal
period of 120 days or more during any consecutive period of twelve months, by Elite upon "severe cause" and (d) by Mehta upon the



occurrence of certain events. If the Agreement is terminated due to Dr. Mehta's death, his surviving spouse, or his estate if his spouse does not
survive, shall receive Dr. Mehta's salary, incentive commissions, benefits and any deferred compensation accrued through the last day of the
third calendar month following the month in which termination occurred; in addition, one-half of his salary would be paid for an additional
period of three years. If the Agreement is terminated by the Company because of Dr. Mehta's disability or upon "severe cause”, Dr. Mehtawill
receive his salary, incentive commissions, benefits and any deferred compensation through the last day of the calendar month in which the
termination occurs. If the Agreement is terminated by Dr. Mehta upon the occurrence of one of the events specified which would permit him to
so terminate, Dr. Mehta shall then receive all accrued salary, incentive commissions, benefits and any deferred compensation through the later of
May 22, 2006 or the third anniversary of such termination.

The board of the Company does not have a Compensation Committee. Dr. Mehta's compensation and employment agreement have been
unanimously approved by the board, with Dr. Mehta abstaining.

The board of the Company has an Audit Committee which is comprised of the board members other than Dr. Mehta.

Comparative Shareholder Return

The graph which follows compares the yearly percentage change in the Company's cumulative shareholder return on its common stock with
the cumulative total return of (1) al United States companies traded on the American Stock Exchange (where the Company's common stock is
now traded) and (2) 51 companies traded on the American Stock Exchange which carry the Standard Industrial Classification (SIC) code 283
Pharmaceuticals). The graph was prepared by the Center for Research in Security Prices at the University of Chicago Graduate School of

Business, Chicago, IL.

The stock of the Company was traded on the NASDAQ over-the-counter bulletin board from July 23, 1998 until February 24, 2000. The
stock of the Company began trading on the American Stock Exchange on February 24, 2000. The period covered by the Comparison begins
September 1998 because no trading data was available for
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the period from July 23, 1998 through August 31, 1998. The Company's fiscal year ends on March 31.
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Comparison of Five-Year Cumulative Total Returns

Performance Graph for
Elite Pharmaceuticals, Inc.

Produced on 05/29/2002 including data to 03/28/2002
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L egend

Symbol CRSP Total ReturnsIndex for: 09/1998 03/1999 (03/2000 03/2001 03/2002

——  Elite Pharmaceuticals, Inc. 100.0 1584  1780.0 880.0 12384

e AMEX Stock Market (US Companies) 100.0 1175 166.6 132.9 135.0

— AMEX Stocks (SIC 2830 - 2839 US Companies) Drugs 100.0 136.2 267.8 156.3 110.1
Notes:

A. Thelines represent monthly index levels derived from compounded daily returns that include all dividends.
B. Theindexes are reweighted daily, using the market capitalization on the previous trading day.

C. If themonthlly interval, based on the fiscal year-end, is not atrading day, the preceding trading day is used.
D. Theindex level for all series was set to $100.0 on 09/30/1998.

E. Data for Elite Pharmaceuticals, Inc. from 09/1996 to 01/2000 was provided by the client.

Prepared by CRSP (www.crsp.uchicago.edu), Center for Research in Security Prices, Graduate School of Business, The University of Chicago. Used with permission. All rights reserved. ©Copyright 2002
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth the security ownership of the Company's voting stock by certain beneficial owners and management as of May
22, 2002. Listed is (i) each person known by the Company to be the beneficial owner of more than 5% of the Company's common stock; (i)
each director of the Company; (iii) each executive officer of the Company; and (iv) the officers and directors of the Company as a group.

Title of Class Name and Address of Amount and Nature of Percent of Class
Beneficial Owner Beneficial Ownership

Common Atul M. Mehta, Director/Officer 2,912,700(1) 26.5%
165 Ludlow Avenue Direct and
Northvale NJ 07647 Indirect

Common Jerome Belson 916,000(2) 9.2%
495 Broadway Direct and
New York, NY 10012 Indirect

Common John de Neufville and Mely Rahn, Trustees 768,900(3) 7.9%
Margaret de Neufville Revocable Trusts Direct and
197 Meister Avenue Indirect
North Branch, NJ 08876

Common Bakul and Dilip Mehta 630,000 6.5%
P.O. Box 438 Direct
Muscat, Sultanate of Oman

Common Bridge Ventures, Inc. 635,604(4) 6.4%
575 Lexington Avenue, Ste. 410 Direct and
New York, NY 10022 Indirect

Common Donald S. Pearson, Director 78,750(5) 0.8%
1305 Peabody Avenue Direct
Memphis, TN 38104

Common Harmon Aronson, Director 60,000(6) 0.6%
26 Monterey Drive Direct
Wayne, NJ 07470

Common Eric L. Sichel, Director 30,000(7) 0.3%
411 Highview Road Direct

Englewood, NJ 07631
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Common Mark I. Gittelman, Treasurer/Sec'y 10,000(8) 0.1%
300 Colfax Avenue Direct
Clifton, NJ 07013
Common Officers and Directors as a Group 3,141,450 27.7%
Direct and
Indirect

(1) Includes (i) 6,300 shares held by Dr. and Mrs. Mehta as custodians for Amar Mehta; (ii) 6,300 shares held by Dr. and Mrs. Mehta as
custodians for Anand Mehta; and (iii) options to purchase 1,475,000 shares of common stock held by Dr. Mehta (including options for 400,000
shares which do not begin vesting until December 31, 2002 and then vest 100,000 shares on that date and 100,000 shares annually thereafter for
three years and options for 50,000 shares which do begin vesting until December 31, 2002 and then vest 10,000 shares on that date and 10,000
shares annually thereafter for four years).

(2) Includes (i) 25,000 shares held by Maxine Belson, wife of Jerome Belson; (ii) 50,000 shares by the Jerome Belson Foundation; and (iii)
35,000 shares owned by the Grandchildren of Jerome Belson; and (iv) warrants for 255,000 shares.

(3) Represents (i) 333,900 shares held in trust for the benefit of John P. de Neufville; (ii) 410,000 shares held in trust for David T. de



Neufville; and (iii) options personally held by John P. de Neufville to purchase 25,000 shares.

(4) Includes (i) 56,334 shares owned by SMACS Holding Corp., an affiliate of Bridge Ventures, Inc.; (ii) warrants to purchase 206,250 shares
held by Bridge Ventures, Inc.; (iii) warrants to purchase 75,000 shares held by SMACS Holding Corp.; and (iv) 47,500 shares owned by the
Bridge Ventures, Inc. Employee Pension Plan.

(5) Includes options to purchase 60,000 shares. Options for 40,000 shares are vested. The remaining options vest in increments of 10,000
shares each on September 1, 2002 and January 2, 2003.

(6) Comprised of options to purchase 60,000 shares. Options for 40,000 shares are vested. The remaining options vest in increments of
10,000 shares each on September 1, 2002 and January 2, 2003.

(7)  Comprised of options to purchase 30,000 shares. Options for 10,000 shares are vested. Options for the remaining shares vest in
increments of 10,000 each on August 2, 2003 and August 2, 2004.

(8) Comprised of options to purchase 10,000 shares.

Information as to the stock ownership set out above was provided by the beneficial owners.
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The Company is informed and believes that as of May 21, 2002, Cede & Co. held 6,471,033 shares (66/5%) and Class A warrants for
1,188,430 shares (71.8%) of the Company as nominee for Depository Trust Company, 55 Water Street, New Y ork, New Y ork 10004, that Cede
& Co. and Depository Trust Company both disclaim any beneficial ownership thereof, and that such shares are held for the account of
numerous other persons, no one of whom is believed to beneficially own five percent or more of the common stock of the Company.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

ELI was a party to a three-year Consulting Agreement entered into with Bridge Ventures, Inc. ("Bridge") on August 1, 1997, under which
Bridge provided the company with marketing and management consulting services. Under the terms of the Consulting Agreement, ELI paid
Bridge the sum of $10,000 per month and reimbursed Bridge for all out-of-pocket expensesincurred on behalf of ELI. This agreement expired on
December 31, 2001. Bridge is an owner of at least five percent of the Company's common stock.

ELI is a party to an agreement whereby fees are paid to Gittelman and Company, a company wholly owned by Mark Gittelman, the
Company's Treasurer, in consideration for services rendered by Mr. Gittelman in his capacity as Treasurer. For the years ended March 31, 2002
and 2001, the fees paid to that company were $91,260 and $82,639, respectively.

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(a) (1) Attached as an exhibit is the Report on Consolidated Financial Statements of the Company and subsidiary for the fiscal years ended
March 31, 2002, 2001 and 2000.

(2) No financial statement schedules are required to be filed by Item 8 or by Item 14 (d).

(3) Exhibits required to be filed by Item 601 of Regulation S-K which are applicable are: (i) articles of incorporation - incorporated by
reference having been previoudly filed with the SEC by the Company as a part of Form SB-2 on January 29, 1998; (ii) bylaws - incorporated by
reference having been previously filed with the SEC by the Company as a part of Form SB-2 on January 29, 1998; (iii) subsidiaries of the
registrant - an exhibit listing the subsidiaries of the Company is attached; (iv) consent of auditors - consent of Miller, Ellin & Co. is attached
hereto as an exhibit with the financial statements referred to in paragraph 14 (a) (1) above.
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(b) The Company did not file any reports on Form 8-K during the last quarter of the fiscal year ended March 31, 2002.
(c) Attached as an exhibit is a list of the subsidiaries of registrant.

(d) Attached as an exhibit is the Report on Financial Statements of Elite Research, Ltd., a significant subsidiary of the Company, for the
fiscal period ended March 31, 2002 and the consent of KPMG.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.



ELITE PHARMACEUTICALS, INC.

By: s/ Atul M. Mehta
Atul M. Mehta
President

(Principal Executive Officer)
Date: June 24 , 2002

By:_s/ Mark 1. Gittleman
Mark 1. Gittleman

Treasurer
(Principal Accounting Officer)
Date: June 25 , 2002

In accordance with the Exchange Act, this report has been signed below by the following persons, constituting a majority of the board of
directors of the registrant, on behalf of the registrant and in the capacities and on the dates indicated.

s/ Atul M. Mehta

Atul M. Mehta

Director

Date: June 24 2002

s/ Harmon Aronson

Harmon Aronson

Director

Date:_June 24 2002

s/ Eric L. Sichel
EricL. Sichd
Director
Date: June 24 , 2002
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REPORT OF | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANTS

The Board of Directors
Elite Pharnmaceuticals, Inc.
Nort hval e, New Jer sey

We have audited the acconpanying consolidated bal ance sheets of Elite
Pharnaceuticals, Inc. and Subsidiary as of March 31, 2002 and 2001, and the
rel ated consolidated statenents of operations, changes in stockhol ders' equity
and cash flows for the years ended March 31, 2002, 2001 and 2000. These
financial statenents are the responsibility of the Conpany's managerment. Qur
responsibility is to express an opinion on these consolidated financial
statenents based on our audits.

We conducted our audits in accordance with auditing standards generally accepted
in the United States of Anmerica. Those standards require that we plan and
performthe audit to obtain reasonabl e assurance about whether the consolidated
financial statenents are free of material misstatement. An audit includes
exam ning, on a test basis, evidence supporting the ambunts and discl osures
the consolidated financial statenents. An audit also includes assessing the
accounting principles used and significant estimtes nade by nmanagenent, as well
as evaluating the overall financial statement presentation. W believe that our
audits provide a reasonable basis for our opinion.

n

I'n our opinion, the consolidated financial statements referred to above present
fairly, in all naterial respects, the financial position of Elite

Phar meceuticals, Inc. and Subsidiary as of March 31, 2002 and 2001 and the
results of their operations and their cash flows for the years ended March 31,
2002, 2001 and 2000, in conformty w th accounting principles generally accepted
inthe United States of Anerica.

M LLER ELLIN & COWPANY, LLP

CERTI FI ED PUBLI C ACCOUNTANTS

New York, New York
May 10, 2002

ELI TE PHARVACEUTI CALS, | NC. AND SUBSI DI ARY
CONSOLI DATED BALANCE SHEETS

MARCH 31, 2002 AND 2001

ASSETS
CURRENT ASSETS:
2002
Cash and cash equival ents $ 6,852,434
Short-terminvestnents 100, 000
Accounts receivabl e 39, 988
Restricted cash 213, 664
Due from Joint Venture 525, 259
Prepai d expenses and other current assets 106, 082
Total current assets 7,837,427
PROPERTY AND EQUI PMENT- net of accunul at ed
depreciation and anortization 3,865,771
I NTANG BLE ASSETS - net of accunul ated anortization 54, 669

OTHER ASSETS:

Deposit on Equi pnment 123, 396

$

2001

7,296, 702

13,314
306, 040
80, 932
81, 732

7,778,720

3, 891, 308

57,173



Investment in Joint Venture

Amount receivable fromsale of state tax |osses

Restricted cash - Debt Service Reserve

Restricted cash - Note payable

EDA bond offering costs, net of accumul ated
anortization of $34,076 and $20, 885, respectively.

Total other assets

The acconpanying notes are an integral part of the consolidated
financial statenents.
-2-

ELI TE PHARMACEUTI CALS, | NC. AND SUBSI DI ARY
CONSOLI DATED BALANCE SHEETS
( CONTI NUED)

MARCH 31, 2002 AND 2001

LI ABI LI TIES AND STOCKHOLDERS' EQUITY

CURRENT LI ABI LI TIES:
2002

Current portion - Note payable $
Current portion of EDA bonds

Accounts payabl e and accrued expenses

Due to Joint Venture

Total current liabilities

LONG TERM LI ABI LI TI ES:
Di vi dends payable - Preferred Series A
Not e payable - net of current portion
EDA bonds - net of current portion 2,

Total long-termliabilities 3,

Total liabilities 4,

COW TMENTS AND CONTI NGENCI ES
STOCKHOLDERS' EQUITY:

Preferred stock at |iquidating value of $1,000 per share- $1.00 par
val ue; 20,000 shares authorized; Series A convertible exchangeable
preferred stock; 12,015 issued
and outstanding in 2002 and 2001 12,
Preferred stock - $1.00 par val ue; 7,250,000 shares
aut hori zed; Series B convertible preferred stock;
4,806, 000 shares designated, and 200, 000 shares
i ssued and outstanding in 2002
Conmmon stock - $.01 par val ue;
Aut hori zed - 25,000,000 shares
I ssued and outstanding - 9,710,840 and 9,376,389 in
2002 and 2001, respectively

Addi tional paid-in capital 19,
Accurnul at ed deficit (23,

Total stockholders' equity 8,

853, 148
300, 000
635, 000

015, 000

200, 000

97, 108

469, 464
627, 688)

146, 132
300, 000

2,765, 000

12, 015, 000

93, 764

18, 071, 503
(21, 000, 013)



Total liabilities and stockhol ders' equity
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ELI TE PHARVACEUTI CALS, | NC. AND SUBSI DI ARY

CONSOLI DATED STATEMENTS OF OPERATI ONS

REVENLES:
Research and devel opnent
Product fornulation fees
Consulting and test fees

Total revenues

OPERATI NG EXPENSES:
Research and devel opnent
General and administrative
Depreciation and anortization

LOSS FROM OPERATI ONS

OTHER | NCOVE ( EXPENSES) :
Interest income
I nterest expense
Equity in loss of Joint Venture

LOSS BEFORE PROVI SION (CREDIT) FOR
I NCOVE TAXES

PROVI SI ON (CREDI T) FOR | NCOVE TAXES

NET LOSS

BASI C AND DI LUTED LOSS PER COWWON
SHARE

VI GHTED AVERAGE NUMBER OF
COMVON SHARES OUTSTANDI NG

The acconpanyi ng notes are an integral
financial statenents.
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$ 593,000
601, 057
3, 450

1, 609, 108
763, 687
266, 919

260, 055
(220, 123)
(507, 640)

(467, 708)

(1,909, 915)

(135, 388)

$(1,774, 527)

$ 12,724,498

YEARS ENDED MARCH 31,

2001

80, 932
14, 314

1, 475, 487
777,118
194, 038

329, 583
(227, 301)

(12, 079, 827)

(11, 977, 545)

(14, 328,942)

(363, 961)

$(13, 964, 981)

$ 12, 350, 301

2000

1, 988, 649
984, 736
86, 290

$(2, 976, 392)

$ (0.19) $

(1.53) %

(0. 35)

9, 561, 299

9, 135, 369

8, 287, 648

part of the consolidated



ELI TE PHARMACEUTI CALS, | NC. AND SUBSI DI ARY

CONSOLI DATED STATEMENTS OF CHANGES | N STOCKHOLDERS'

SERI ES A
PREFERRED STOCK

BALANCE AT MARCH 31, 1999

Sal e of securities through
private pl acenment

I ssuance of shares through
exercise of options

| ssuance of shares and warrants
through exercise of Placenent
Agent warrants

I ssuance of shares through
exercise of warrants

O fering costs in connection
with sale of securities

O fering costs in connection
with registration of
securities

Net |oss for year ended March
31, 2000

BALANCE AT MARCH 31, 2000

EQUI TY

SERIES B
PREFERRED STOCK

7,237,613
1,275,002

125, 000

29, 324

188, 580

8, 855, 519

| ssuance of shares

| ssuance of shares through
exerci se of warrants

| ssuance of shares through
exerci se of options

| ssuance of shares and warrants
t hrough exerci se of Placenent
agent warrants

I ssuance of Series A
convertibl e exchangeabl e
Preferred Stock

Net loss for year ended March
31, 2001

12,015 12,015, 000

BALANCE AT MARCH 31, 2001 $ 12,015, 000

409, 165
88, 435

18, 750

4,520

9, 376, 389

BALANCE AT MARCH 31, 2001 $ 12, 015, 000

9, 376, 389

I ssuance of Shares through
exercise of warrants

I ssuance of shares through
exerci se of options

I ssuance of shares and warrants
through exerci se of placenent
agent warrants

| ssuance of Series B
convertibl e exchangeabl e
Preferred Stock

Dividends - Series A Preferred
St ock

Net |oss for year ended March
31, 2002

2002 12,015

BALANCE AT MARCH 31, 015, 000

200, 000 200, 000

200, 000

200, 000

298, 179 :

20, 000

16, 272

9,710, 840 ¢

The acconpanying notes are an integral
consol i dated financial

part
stat enents.

ELI TE PHARMACEUTI CALS, | NC. AND SUBSI DI ARY

CONSOLI DATED STATEMENTS OF CASH FLONS

CASH FLOAS FROM OPERATI NG ACTI VI Tl ES:
Net |oss

Adj ustnments to reconcile net loss to cash

of the

$ (1,774,527)

YEARS ENDED MARCH 31,

$ (13,964, 981)



used in operating activities:
Wite off of accounts receivable and patents
Depr eci ati on
Anortization
Equity in loss of Joint Venture
Changes in assets and liabilities:
Accounts receivabl e
Prepai d expenses and other current assets
Due from Joint Venture
Accounts payabl e and accrued expenses

NET CASH USED | N OPERATI NG ACTI VI TI ES

CASH FLOWS FROM | NVESTI NG ACTI VI TI ES:
Purchases of short-terminvestnents
Paynents for patent and trademark filings
Restricted cash
Recei vabl e from Sal e of New Jersey Tax Losses
Payment of deposit for manufacturing equiprent
Purchases of property and equi pment

NET CASH USED I N I NVESTI NG ACTI VI TI ES

CASH FLOWS FROM FI NANCI NG ACTI VI Tl ES:

Proceeds from Note - Bank

Proceeds fromissuance of NJ Econonic Devel opnent Authority
(EDA) Bonds

Paynents of offering costs in connection with issuance of EDA
Bonds

Princi pal paynents on capital |ease

Proceeds fromissuance of commpn stock and warrants

Proceeds fromissuance of conmon stock and warrants
in connection with private placenent

Paynents of offering costs in connection with private placenment

Paynents of offering costs in connection with registration filing

Principal repaynents of NJEDA Bonds

NET CASH PROVI DED BY FI NANCI NG ACTI VI Tl ES

NET CHANGE | N CASH AND CASH EQUI VALENTS

CASH AND CASH EQUI VALENTS - begi nni ng
CASH AND CASH EQUI VALENTS - endi ng

SUPPLEMENTAL DI SCLOSURE OF CASH FLOW | NFORMATI ON:
Cash paid for interest
Cash paid for income taxes

SCHEDULES OF NON- CASH | NVESTI NG AND FI NANCI NG ACTI VI TI ES:
Utilization of equiprment deposit towards purchase of equi pment
Preferred stock issuance in exchange for interest in joint venture
Paydown of Anpunts Due to Joint Venture through issuance of conmmon
St ock
Addi tional Investment in Joint Venture
Di vi dends accrued on Preferred Stock - Series A

The acconpanying notes are an integral part of the
consol i dated financial statenents.
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ELI TE PHARMACEUTI CALS, | NC. AND SUBSI DI ARY
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

MARCH 31, 2002, 2001 AND 2000

NOTE 1 - SUMVARY CF SI GNI FI CANT ACCOUNTI NG PCLI Cl ES

Principl es of Consolidation

The consolidated financial statenments include the accounts of the
Elite Pharmaceuticals, Inc. and its Subsidiary, ("Company"),
which is wholly-owned. All significant interconpany accounts and

transacti ons have been elim nated in consolidation.

Nat ure of Business

5, 057
249, 338
17,581
507, 640

(26, 674)
(24, 350)
(444, 444)
(78, 508)

(100, 000)
(6, 920)
(157, 624)
80, 055
(123, 396)
(223, 801)

1, 401, 305

(120, 000)

(444, 268)

7,296, 702

$ 218,938
2,430

$
200, 000

(136, 619)
(63, 381)
853, 148

177, 662
16, 376
12,079, 827

(13, 314)

256, 938
(80, 932)
(377, 560)

(30, 788)
265, 690
(146, 132)

(273, 933)

5, 565, 632

(115, 000)

3, 359, 485

3,937, 217

$ 228,044
4,380

$1, 315, 710
12, 015, 000



Elite Pharmaceuticals, Inc. was incorporated on COctober 1, 1997 under
the Laws of the State of Delaware, and its whol|y-owned
subsidiary Elite Laboratories, Inc. was incorporated on August
23, 1990 under the Laws of the State of Delaware, in order to
engage in research and devel opment activities for the purpose of
obt ai ni ng Food and Drug Administration approval, and, thereafter,
comrercially exploiting generic and new control |l ed-rel ease
phar maceuti cal products. The Conpany al so engages in contract
research and devel opnent on behal f of other pharmaceuti cal
conpani es.

Merger Activities

Concurrent with its private placenment offering, Elite Pharmaceuticals, Inc.
nerged with Prologica International, Inc. ("Prologica") a
Pennsyl vani a Corporation, a publicly traded inactive corporation,
with Elite Pharnaceuticals, Inc. surviving the nerger. In
addition, Elite Laboratories, Inc. nerged with a wholly-owned
subsidiary of Prologica, with the Conpany's subsidiary surviving
this merger. The forner sharehol ders of the Conpany's subsidiary
exchanged all of their shares of Class A voting common stock for
shares of the Conmpany's voting common stock in a tax free
reorgani zati on under Internal Revenue Code Section 368. The
result of the merger activity qualifies as a reverse acquisition.
In connection with the reverse acquisition, options exercisable
for shares of Class A voting and Cl ass B nonvoting common stock
of the Conpany's subsidiary were exchanged for options
exerci sable for shares of the Conpany's voting common stock.

Cash and Cash Equival ents

The Conpany considers highly liquid short-terminvestnents
purchased with initial nmaturities of three nonths or less to
be cash equival ents.

- 7-
ELI TE PHARMACEUTI CALS, | NC. AND SUBSI DI ARY

NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
YEARS ENDED MARCH 31, 2002, 2001 AND 2000
NOTE 1 - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)
Property and Equi prent

Property and equi pnent are stated at cost. Depreciation is
provided on the straight-line nethod based on the estimated
useful lives of the respective assets which range fromfive to
thirty-nine years. For property and equi pnent financed with
proceeds of the NJ EDA Bond issuance, depreciation is provided
under the Alternative Depreciation System based on useful lives
ranging fromfive to forty years. Major repairs or inprovenents
are capitalized. Mnor replacenments and nmi ntenance and repairs
which do not inprove or extend asset |ives are expensed
currently.

Upon retirenent or other disposition of assets, the cost and rel ated
accunul ated depreciation are renpved fromthe accounts and the
resulting gain or loss, if any, is recorded.

Research and Devel opnent

Research and devel opnent expenditures are charged to expense as
incurred.

Patents and Trademarks

Costs incurred for the application of patents and trademarks are
capitalized and anortized on the straight-line nmethod, based on
an estimated useful life of fifteen years, comrencing upon
approval of the patent and trademarks. These costs are charged to
expense if the patent or trademark is unsuccessful.

Concentration of Credit Risk

The Conpany derives substantially all of its revenues from



NOTE 1

contracts with other pharnaceutical conpanies, subject to
l'icensing and research and devel opment agreenents.

The Company mai ntains cash bal ances in its bank which, at tines,
may exceed the limts of the Federal Deposit |nsurance Corp.

The Conpany extends credit to its customers pursuant to contract
ternms in the normal course of business and perforns ongoing
credit evaluations. As of March 31, 2002 and 2001, no allowance
for doubtful accounts was considered necessary.

Use of Estinmates

The preparation of financial statements in conformity with
general |y accepted accounting principles requires managenent to
make estinmates and assunptions that affect the reported anounts
of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the
reported anopunts of revenues and expenses during the reporting
period. Actual results could differ fromthose estinates.
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SUMMARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)
I ncome Taxes

The Conmpany adopted SFAS No. 109, "Accounting for Income Taxes,"
which requires the use of the liability nmethod of accounting for
income taxes. The liability nethod nmeasures deferred incone taxes
by applying enacted statutory rates in effect at the bal ance
sheet date to the differences between the tax bases of assets and
liabilities and their reported anpunts in the financial
statenents. The resulting deferred tax assets or liabilities are
adjusted to reflect changes in tax |laws as they occur.

Loss Per Common Share

Net | oss per commpn share is based on the wei ghted average number
of shares outstanding during each period presented. The wei ghted
average nunber of shares outstanding has been adjusted to reflect
the recapitalization in connection with the private placenent as
if it had occurred as of the beginning of the period for which

| oss per share is presented as well as the effect of stock splits
and reverse stock splits issued during the periods. Commpn stock
equi val ents have not been included as their effect would be
antidilutive.

Revenue Recognition

Revenues are earned primarily by |icensing certain pharnaceutical
products devel oped by the Conpany as well as performing research
and devel opnent services under fixed price contracts. Such
revenues are recorded as certain projected goals are attained, as
defined in the individual contract. The Conpany follows SEC Staff
Accounting Bulletin No. 101, "Revenue Recognition in Financial
Statenents,” which provides guidance on the recognition,
presentation and disclosure of revenues in the financial
statements.

I nvest ments

Short-terminvestnents consist of certificates of deposit at a
bank with initial maturities of one year. At March 31, 2002,
$100, 000 was classified as held-to-maturity, bearing interest at
4.07% and naturing on September 13, 2002.

The equity nethod of accounting is used to account for the
Conpany's investnment in its joint venture with Elan International
Services, Inc. Under the equity nmethod, the Conpany recognizes
its share in the net earnings or |osses of the joint venture as



they occur.

_0-
ELI TE PHARVMACEUTI CALS, | NC. AND SUBSI DI ARY
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

YEARS ENDED MARCH 31, 2002, 2001 AND 2000

SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES ( CONTI NUED)

Recently |ssued Accounting Standards

I'n June 2001, the Financial Accounting Standards Board (FASB) issued
Statenents No. 141, Business Conbinations, No. 142, Goodw ||l and O her
Intangible Assets, and No. 143, Accounting for Asset Retirenment
Obligations. In August 2001, the FASB issued Statement No. 144,
Accounting for the Inmpairnment or Disposal of Long-Lived Assets. FASB
Statenent No. 141 elimnated the pooling nethod of accounting for
busi ness conbinations after June 30, 2001. FASB Statenment No. 142

periodic testing
effective for the
No. 143 applies to
of a

elimnated the anortization of goodw || and requires
for inpairnent of goodw Il and other intangibles,
Conpany beginning April 1, 2002. FASB Statenent

legal obligations associated with the retirenent tangibl e
long-lived asset, and is effective for the Company beginning April
1,2003. FASB No. 144 describes the accounting for the inpairnent or
disposal of long-lived assets, and is effective for the Conpany
beginning April 1, 2002. These standards are not expected to have a
material effect on the financial position or results of operations of
t he Conpany.

St ock- Based Conpensati on

Under various qualified and non-qualified plans, the Conpany may
grant stock options to officers, selected enployees, as well as
menbers of the board of directors and advisory board menbers. The
Conpany has adopted the disclosure only provisions of Statenent
of Financial Accounting Standards No. 123, "Accounting for

St ock- Based Conpensation."” The Conpany neasures conpensation
expense for its stock-based enpl oyee conpensation plans using the
intrinsic value nmethod prescribed by Accounting Principles Board
Opi nion No. 25, "Accounting for Stock |ssued to Enployees."

Fair Value of Financial Instrunents

The carrying anounts of current assets and liabilities
approximate fair value due to the short-termnature of these
instrunents. The carrying ampunts of noncurrent assets are
reasonabl e estimates of their fair values based on managenent's
eval uation of future cash flows. The long-termliabilities are
carried at ampunts that approximate fair value based on borrow ng
rates available to the Conpany for obligations with simlar
terns.
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NOTE 2 - PROPERTY AND EQUI PMENT

Property and equi pment at March 31, 2002 and 2001 consists of the

fol | owi ng:

2002
Laboratory nmanufacturing, and warehouse equi pnent $ 2,337,120
O fice equi pment 32,981
Furniture and fixtures 51,781



Land, building and inprovenents 2,097, 668

Equi pnent under capital |ease 168, 179
4,687,729
Less: Accunul ated depreciation and anortization 821, 958

Depreci ation and anortizati on expense anmpbunted to $249, 338,
$177,662 and $76,784 for the years ended March 31, 2002, 2001 and
2000, respectively.

NOTE 3 - | NTANG BLE ASSETS

I ntangi bl e assets at March 31, 2002 and 2001, consists of the

fol l ow ng:
2002
Pat ent s $ 59, 617
Tr ademar ks 8,120
67,737
Less: Accunul ated anortization 13,068
$ 54,669
Anortization anounted to $4,390, $3,179 and $1,811 for the years
ended March 31, 2002, 2001 and 2000, respectively.
-11-
ELI TE PHARMACEUTI CALS, | NC. AND SUBSI DI ARY
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
YEARS ENDED MARCH 31, 2002, 2001 AND 2000
NOTE 4 - NOTE PAYABLE
On January 25, 2002, the Conpany closed on a Bank Loan totaling
$375,000 to finance the purchase and installation of nachinery
equi pnent. Interest is fixed at 5.70% per annum cal cul ated on a
360 day year. The loan is due in 60 equal nonthly installnents of
$6, 250 plus interest and is secured by the machinery/equi pnent
purchased under this facility and a Certificate of Deposit in the
amount of $250,000 held as collateral. This Certificate of
Deposit has been classified as noncurrent restricted cash.
Bank note payabl e $ 375,000
Current portion (75, 000)
Long-term portion, net of current maturities $ 300, 000
Principal Maturities under this loan are as foll ows:
Year Ending March 31,
2003 $ 75,000
2004 75, 000
2005 75, 000
2006 75, 000
2007
75, 000

$ 375,000



NOTE 5 - BOND FI NANCI NG OFFERI NG

On Septenber 2, 1999, the Conpany conpleted the issuance of tax
exenpt bonds by the New Jersey Economi c Devel opment Authority.
The aggregate principal proceeds of the fifteen year term bonds
were $3,000.000. Interest on the bonds accrues at 7.75% per
annum The proceeds, net of offering costs of $60,000, are being
used by the Conpany to refinance the Iand and building it
currently owns, and for the purchase of certain manufacturing
equi pnent and rel ated building inprovenents.

O fering costs in connection with the bond issuance total ed
$197, 860, including the $60,000 nentioned above which were paid
from bond proceeds. Offering costs included underwiter fees
equal to $90,000 (three percent (3% of the par ampunt of the
bonds) .

The bonds are collateralized by a first lien on the building
whi ch includes property and equi pnent.

Several restricted cash accounts are maintained in connection
with the issuance of these bonds. These include anpunts
restricted for paynment of bond principal and interest, for the
refinancing of the land and buil ding the Conpany currently owns,
for the purchase of certain nanufacturing equi prent and rel ated
bui | di ng i nprovenents as well as the maintenance of a $300, 000
Debt Service Reserve.
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NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS

YEARS ENDED MARCH 31, 2002, 2001 AND 2000

NOTE 5 - BOND FI NANCI NG OFFERI NG ( CONTI NUED)

All restricted accounts other than the $300, 000 Debt Service
Reserve are expected to be expended within twelve nonths and are
therefore categorized as current assets.

2002 2001
EDA Bonds $ 2,765,000 $ 2,8¢
Current Portion (130, 000) (12C
Long termportion, net of current naturities $ 2,635,000 $ 2,7€
Principal maturities required under the bond agreenent are as
fol | ows:
Years Ended March 31,
2003 130, 000
2004 140, 000
2005 150, 000
2006 165, 000
2007 175, 000
Thereafter 2,005, 000
$ 2,765,000

NOTE 6 - JO NT VENTURE ACTI VI TI ES

In Cctober 2000, Elite entered into a joint devel opnent and
operating agreement with Elan Corporation, plc, and Elan
International Services, Ltd. (together "Elan") to devel op
products using drug delivery technol ogi es and expertise of both



NOTE 6 - JO NT

NOTE 7

conpani es. This joint venture, Elite Research, Ltd. ("ERL"), a

Bernuda corporation, is initially owned 80.1%by Elite and 19.9%
by Elan. ERL will fund its research through capital contributions
fromits partners based on the partners' ownership percentage. In

the ordinary course of business, ERL will subcontract research
and devel opnent efforts to Elite, Elan and others. It is
anticipated that Elite will likely provide nost of the

formul ati on and devel opnment work. Elite has commenced work for

two products. As of March 31, 2002 and 2001, Elite has charged

$601, 057 and $80,932, respectively, to this joint venture which
is reflected in product fornulation fees.

Wil e the Conpany owns 80.1% of the outstandi ng common stock of
ERL, Elan and its subsidiaries have retained significant mnority
investor rights that are considered "participating rights" as
defined in the Emerging |ssues Task Force Consensus No. 96-16.
Accordingly, the Conmpany will not consolidate the financial
statenents of ERL, but will instead account for its investnent in
ERL under the equity nmethod of accounting.
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VENTURE ACTI VI TI ES ( CONTI NUED)

For the year ended March 31, 2001 ERL recogni zed a net |oss of
$15, 080, 931. The net loss includes a $15, 000, 000 paynment to El an
for a technology license fee as well as $80,931 due to Elite for
services rendered to ERL. Elite recognized 80.1% of ERL's | oss,
or $12,079,827 for the year ended March 31, 2001. For the year
ended March 31, 2002 ERL recognized a net |oss of $633,642. Elite
recogni zed 80.1% of ERL's |oss, or $507,640 for the year ended
March 31, 2002. To date, ERL has not recogni zed any revenue.

I'n Decenber 2000, the joint venture had its first organizational
meeting and approved one product for devel opnent. In March 2001,
the managenent conmittee of ERL net to finalize it's budget and
busi ness plan and to conplete a prelimnary formulation of the
drug product. As of March 31, 2002, ERL conpleted in-vivo (pilot
clinical trial) on the first product and began formul ation and
devel opnent of two additional products.

As of March 31, 2002 and 2001, the Conpany owed ERL $435, 754 and
$64, 827, respectively, representing its 80.1% contribution to ERL
to cover ERL's expenses for the years ending March 31, 2002, and
March 31, 2001, respectively.

I NCOVE TAXES

The conponents of provision (credit) for incone taxes by taxing jurisdiction are

as follows:

2002
Federal :
Current $ -
Def erred -
St at e:
Current 2,430
Def erred -
Sal e of New Jersey net operating | osses (137, 818)
(135, 388)
$(135, 388)

2001

4,382

$ (363, 961)

In the year ended March 31, 2001, the Conpany received

approval for the sale of $4,872,6 267 of New Jersey net operating |osses under the
Technol ogy Tax Certificate Transfer Program sponsored by the New Jersey Econonic



Devel opment Authority (NJEDA). The total tax benefit receivable by the Conpany
was $368, 343 of which $222,211 and $146, 132 was received in 2001 and in 2002,
respectively.

During the current year, the Conpany received approval for the
sal e of an additional $1,822,6989 of New Jersey net-operating

| osses under the Technol ogy Tax Certificate Transfer Program
sponsored by the New Jersey Economnic Devel opment Authority
(NJEDA). The total tax benefit receivable by the Conpany as of
March 31, 2002 is $137,818, of which $71,741 was received in
Novenber 2001. The renmining bal ance of $66,077 will be received
pendi ng the NJEDA' s aut horization. Such anpunts are classified as
non-current assets on the acconpanying consolidated bal ance
sheet .
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NOTE 7 - | NCOVE TAXES ( CONTI NUED)

The maj or conponents of deferred tax assets at March 31, 2002 and
2001 are as fol |l ows:

2002
Net operating loss carry forward $ 3,128,375
Val uation all owance (3,128, 375)
$ 0
At March 31, 2002, a 100% val uation allowance is provided as it
is uncertain if the deferred tax assets will be utilized.
At March 31, 2002, for federal income tax purposes, the
Conpany has unused net operating |oss carryforwards of approximately $10,129, 135
expiring in 2007 through 2015. For state tax purposes, the Conpany has
$3, 244,988 of unused net operating |osses, which are net of the $6, 695, 616 of
New Jersey net operating |osses sold, as discussed above.
NOTE 8 - COWMM TMENTS AND CONTI NGENCI ES
Enpl oynent Agreenent
On March 31, 2000, the Company amended and restated an enpl oynent
agreenent with its President/CEO. The following is the mninmm
annual conmi tnent payabl e under the agreenent:
Year Ending March 31,
2003 $ 300, 141
2004 330, 155
2005 363,170
2006 399, 487
2007 439, 435
Thereafter 2,070, 748
$ 3,903,136

On Decenber 31, 2005, this agreenent will be autonmtically
renewed for an additional five years, unless witten notice is

gi ven by Decenber 31, 2004. Annual conpensation under the renewed
agreenent shall be equal to no |less than one hundred and ten
percent (110% of the previous year's base salary.

The agreenent also provides for the follow ng:

a. I ncentive commissions equal to five percent (5% of net profit,
as defined, for each fiscal year.

b. Options to purchase 520,214 shares of commpn stock at a price
of $2.00 per share. The options were initially to vest at the
rate of 100,000 shares per year each year from 1996 through
2001; however, upon conpletion of the private placenent



undertaken by the Conpany in 1997, they became 100% vest ed.
Such options are exercisable fromthe date that they are
granted through either one year after termnation of

enmpl oyment or ten years fromthe date of grant.
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NOTE 8 - COMM TMENTS AND CONTI NGENCI ES

Enpl oynent Agreenment (Conti nued)

c. Options to purchase 500,000 shares of commpbn stock at a price of $10 per share.
Options to purchase 100,000 shares will vest each year begi nning Decenber 31,
2001 and endi ng Decenber 31, 2005.

d. Certain additional conpensation on termination as a result of a change in
control of the Conpany.

Conpensation expense under this agreenment anounted to $335, 964,
$293, 050 and $252,030 for the years ended March 31, 2002, 2001
and 2000, respectively.

On January 2, 2001, under two separate agreenents, the Conpany granted

its President/CEO incentive stock options to purchase 300,000 and 125, 000
shares, respectively, of comnmon stock at an exercise price of $7. These options
were granted in exchange for 300,000 options dated Decenber 31, 1998 and 125, 000
options dated Septenber 1, 1997. These options vest immediately and expire no
later than January 1, 2006.

On January 25, 2001, the Board of Directors voted to purchase

20, 214 of certain options of the President/CEO for $4.00 per
option. These options were purchased in March of 2002 and $80, 856
was included in officer's conpensation expense.

Consul ting Agreenents

On August 1, 1997, the Conpany entered into agreenents with two
corporations, one of which is an owner of at |east 5% of the
Conpany's commpn stock, to provide various consulting services
for a period of three years. Terns of the agreenments include the

fol | owi ng:
a. Conbi ned nonthly fees of $15, 000.
b. The issuance of 350,000 warrants to purchase commpn stock at an exercise

price of $6.00 per share for a period of five (5) years.

Such agreenents terminated on July 31, 2000. The Conpany entered
into two new agreenents with these Conpani es commenci ng on

Sept enber 1, 2000 and term nating on Decenber 31, 2000. Such
agreenents cal led for conbined nonthly fees of $7,500. One
agreenent was extended through Decenber 31, 2001 and then

term nated and the other agreement was subsequently extended
until March 31, 2002, calling for paynments of $5,000 per nonth.

Consul ting expenses under these agreenents anmounted to $67, 500,

$97,500 and $180, 000, for the years ended March 31, 2002, 2001
and 2000, respectively.
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NOTE 8 - COW TMENTS AND CONTI NGENCI ES ( CONTI NUED)

Consul ting Agreenents (Continued)

On August 1, 1998, the Conpany entered into a consulting
agreenent with a conpany for the purpose of providing managenent,
mar keting and financial consulting services for an unspecified
term Terns of the agreenment provide for a nonrefundable nonthly
fee of $2,000. This conpensation will be applied against anounts
due pursuant to a business referral agreenent entered into on
April 8, 1997.

Terms of the business referral agreenment provide for payments by
the Conpany based upon a fornula, as defined, for an unspecified
term On Novenber 14, 2000, the Conmpany anended its referral
agreenent to provide certain consulting services for the period
of Novenber 1, 2000 through Cctober 31, 2003. The Conpany
previously advanced $20,000 under the April 8, 1997 agreenent in
addition to a paynent of $50,000 made during the year ended March
31, 2001. The agreenent calls for 25 nonthly installnents of

$3, 200 begi nning on Decenber 1, 2001.

Consul ting expense under these agreenents ampunted to $12, 800,
$50, 000 and $4,000 for the years ended March 31, 2002, 2001 and
2000, respectively.

Referral Agreenent

On January 29, 2002, the Conpany entered into a Referral
Agreement with an individual (Referring Party) whereby Elite will
pay the Referring Party a fee based upon paynents received by
Elite fromsales of products, devel opment fees, licensing fees
and royalties generated as a direct result of the Referring Party
identifying custoners for Elite. These anpunts shall be reduced
by the cost of goods sold directly incurred in the manufacturing
or devel opnent of products as well as any direct expenses
associated with these efforts. Elite will pay Referring Party a
referral fee each year equal to:

Percent age of Referral

Base From To
5% $ 0 $ 1, 000, 000
4% 1, 000, 000 2, 000, 000
3% 2, 000, 000 3, 000, 000
2% 3, 000, 000 4, 000, 000
1% 4, 000, 000 5, 000, 000

Col | aborative Agreenents

On June 27, 2001, the Conpany entered into two separate and

di stinct devel opment and |icense agreenents w th another
pharmaceuti cal conpany ("partner"). The Conpany will devel op two
drug conpounds for the partner in exchange for certain paynents
and royalties. Elite also reserves the right to manufacture the
conmpounds. The Conpany received $250, 000 and $300, 000,
respectively, on these two agreenments. These anmpunts have been
earned as of March 31, 2002 and are reflected in the consolidated
statenent of operations.
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NOTE 8 - COMM TMENTS AND CONTI NGENCI ES ( CONTI NUED)
Cont i ngenci es

Elite is the plaintiff in a civil action brought in the Superior
Court of New Jersey on Novenber 20, 2000 against three parties to
recover dameges in an unspecified amunt based on the alleged
failure of the defendants to properly performand conplete
certain pharmaceutical tests and studies for which Elite paid
approxi matel y $950, 000.

The def endants have brought a counterclai mof approxi mately



$418, 000 al | egedly due for services rendered to Elite by the
defendants. Elite will vigorously contest the counterclaim

The action and counterclaimare proceeding in pretrial discovery
under a Case Managenent Order entered by the court. |f such
action or counterclaimis in favor of defendants, the recovery,
if any, would not have a material effect on the Conpany's
financial condition or results of operations. Legal counsel is
unabl e to predict the outcome of these actions. Accordingly, no
provisions for liability, if any, has been provided in the
acconpanyi ng consol i dated financial statenents.

NOTE 9 - STOCKHOLDERS' EQUI TY
Public O fering

In July 1998 the Conpany successfully filed a registration
statement on Form SB-2 under the Securities Act of 1933, as
anmended, for the purpose of registering securities previously
sold to and held by various corporations and individuals. The
Conpany did not receive any proceeds upon filing of Form SB-2.
The securities registered consisted of 3,725,000 shares of the
Conpany's $.01 par value common stock, including 1,525,000
redeemabl e cormon stock purchase warrants.

I'n March 2000, the Conpany successfully filed a registration
statenment on Form SB-2 under the Securities Act of 1933, as
amended, for the purpose of registering securities previously
sold to and held by various corporations and individuals. The
Conpany did not receive any proceeds upon filing of Form SB-2.
The securities registered consisted of 3,297,539 shares of the
Conpany's $.01 par value comon stock, 2,022,537 underlying C ass
A and Class B common stock purchase warrants, and 317,250 Class A
common stock purchase warrants.

For the years ended March 31, 2002, 2001, and 2000 the Conpany
incurred | egal fees and other costs anmpunting to $0, $0, and
$7,878, respectively, in connection with its public filing, which
has been charged to additional paid-in capital.

Private Placenent Offering

In a private placenent offering dated May 17, 1999, the Conpany
rai sed $4,462,500 fromthe sale of 12.75 units of its securities;
each unit consisting of 100,000 shares of conmmon stock of the
Conpany and 50,000 warrants, each warrant entitling the holder to
purchase one share of common stock at an exercise price of $5.00
per share during the five year period commencing with the date of
closing of the private placenent menorandum (June 16, 1999). The
price per unit was $350,000. This resulted in the issuance of
1,275,000 shares of common stock and 637,500 warrants to purchase
common stock, at an exercise price of $5.00 per share.
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NOTE 9 - STOCKHOLDERS' EQUI TY ( CONTI NUED)

Private Placenent Offering (Continued)

The Conpany received net proceeds of $4,452,500 fromthe private
pl acenent after legal fees of $10, 000.

Pl acement Agent Agreenent

On August 8, 1997, in connection with its private placenent

of fering, the Conpany entered into a placenent agent agreenent
with its underwiter. Terms of this one year agreenent include
the follow ng:

a. Pl acenent fees equal to ten percent (10% of the gross proceeds.
b. Consul ting fees in the anobunt of $3,000 per nonth.
c. The issuance of ten placenent agent warrants, each made up of

20, 000 shares of common stock and 10,000 warrants to purchase



fees have been

NOTE 9 -

common stock, at an exercise price of $6.00 per share, for a
price of $72,000 per unit. Such warrants are exercisable for
a period of five years fromthe date of issuance.

For the years ended March 31, 2002 and 2001, no pl acenent agent
charged to additional paid-in capital.

Joint Venture Subscription Ofering

On Septenber 21, 2000, 409,165 shares of the Conpany's conmon
stock and 12,015 shares of a newy created Elite Series A
converti bl e exchangeabl e preferred stock ("Series A Preferred
Stock") were issued to Elan International Services, Ltd. ("EIS")
for consideration of $5,000,000 and $12, 015, 000, respectively.
Proceeds fromthe sale of the Series A Preferred Stock were used
to fund the Conpany's 80.1% share of Elite Research, Ltd.
("ERL"), a joint venture with EIS.

The Series A Preferred Stock accrues a dividend of 7% per annum
conpounded annual |y and payable in shares of Series A Preferred
Stock. Dividends shall be accrued and conpounded annual |y

begi nning on Cctober 16, 2001. The Series A Preferred Stock is
convertible at anytime after two years, at EIS's option, into the
Conpany's common stock at a price of $18.00 per share and has a
termof six years. At the end of the sixth year, at the option of
Elite, the Series A Preferred Stock shall either be redeemed in
cash or in shares of Elite common stock at a fair market val ue
equal to the aggregate outstanding Series A |iquidation
preference and accrued dividends. As of March 31, 2002, the
Conmpany has accrued dividends on the Series A Preferred Stock,
totaling $853, 148.

The Series A Preferred Stock is exchangeable at the option of EIS
at any time during the termof the agreenent for that anount of
the preferred shares of ERL which will allow EIS to own a total

of 50% of the issued and outstanding cormpn and preferred shares
of ERL.

For a period of one year after the issuance of the above
securities, EIS shall have the right to require registration
under the Securities Act of all or part of these securities. Al
registration expenses will be borne by EIS. EIS also has the
right to piggyback registration if at any tine the Conpany shall
propose to register shares of common stock under the Securities
Act .
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STOCKHOLDERS' EQUI TY ( CONTI NUED)

Joint Venture Subscription Ofering (Continued)

On COctober 17, 2000, the Conpany al so authorized 7,250,000 shares
of newy created Elite Series B Preferred Stock of which

4,806, 000 has been designated for issuance to EIS for a total
consi deration of $4,806,000. These shares can be issued upon
demand by Elite in increments of $100, 000 and shall be used to
fund Elite's 80.10% portion of the future capital contributions
to ERL and for subsequent funding of the research and devel opnent
activities for ERL.

Series B Preferred Stock shall be entitled to receive a mandatory
di vi dend equal to 7% per year of the original issue price. Such
di vidend shall be accrued and conpounded on each succeedi ng

twel ve nonth anniversary of the first issuance and is payable
solely by the issuance of additional Series B Preferred Stock, at
a price per share equal to the original issue price and not in
cash. Dividends shall be conpounded commencing one year after

i ssuance. Additionally, Cass B Preferred Stock shall have a
senior |iquidation preference of $1 per share (original issue
price) plus any accrued and unpaid dividends. As of March 31,
2002, the Conpany has accrued no dividends on Series B Preferred
St ock.



Additionally, Series B Stock shall be exchangeable, at the option
of EI'S, at any tinme after two years fromthe date of issuance,
into shares of the Conpany's common stock using an exchange price
of $14.84 per share and has a termof six years fromthe date of
first issuance.

At the end of the sixth year, at the option of Elite, Series B
Stock can be redeened in cash or by the issuance of shares of
Elite common stock at a fair market value equal to the Series B
liquidation preference and accrued divi dends.

In addition to the offering above, on October 17, 2000 the
Conpany issued EI'S 100,000 warrants to purchase common stock of
Elite Pharmaceuticals at the exercise price of $18 per share. The
warrants are exercisable at any time on or before Cctober 17,
2005.

As of March 31, 2002, a $200,000 capital contribution was made on
behal f of ERL and financed through the issuance of 200,000 shares
of Series B Preferred Stock.

Warrants

The Conpany aut horized the issuance of commpn stock purchase
warrants, with terms of five to six years, to various
corporations and individuals, in connection with the sale of
securities, |oan agreenents and consul ting agreenents. Exercise
prices range from $2.00 to $18.00 per warrant. The warrants
expire at various times from August 1, 2001 to Cctober 17, 2005.
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YEARS ENDED MARCH 31, 2002, 2001 AND 2000
NOTE 9 - STOCKHOLDERS' EQUI TY ( CONTI NUED)

Warrants (Continued)

A summary of warrant activity for the periods indicated were are
foll ows:

Begi nni ng bal ance

Warrants issued

Warrants issued pursuant to Placenent Agent
Agr eenment

Pl acenent Agent Warrants Exercised

Warrants exercised or expired

Endi ng bal ance

NOTE 10 - STOCK OPTI ON PLANS

Under various qualified and non-qualified plans, the Conpany may grant
stock options to officers, selected enployees, as well as nenmbers of the board
of directors and advisory board nenbers. Al options have generally been granted
at a price equal to or greater than the fair market value of the Conpany's
common stock at the date of grant. Generally, options are granted with a vesting
period of up to three years and expire ten years fromthe date of grant.
Transactions under the various stock option and incentive plans for the periods
indicated were as follows:

2001

3, 020, 869
100, 000

2, 260
(50, 766)
(88, 435)

2,983, 928




Years Ended March 31, 2002 2001
Aver age Aver age
Wi ght ed Wei ght ed
Exerci se Exerci se
Shar es Price Shar es Price Shar es
CQut standi ng at begi nning of the
Year 2,009, 064 $ 5.64 1,935,714 $ 5.56 1,472,717
Granted 63, 000 10. 00 518, 100 6.94 663, (
Exerci sed (20, 000) 6. 00 (18, 750) 2.00 (125, oC
Expi red (25, 000) 7.80 (426, 000) 7.00 (75, 0C
Pur chased by the Conpany for
retirenent (20, 214) 4.00 - -
Qutstandi ng at end of year 2,006, 850 $ 5.78 2, 009, 064 $ 5.64 1,935,7
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NOTE 10 - STOCK OPTI ON PLANS ( CONTI NUED)
The follow ng table summarizes information about stock options
out standi ng at March 31, 2002:
Wei ght ed
Aver age
Remai ni ng Wei ght ed- Wei ght ec
Cont r act ual Aver age Aver age
Range of Shar es Life Exerci se Shar es Exer ci sak
Exerci se price Qut st andi ng (Years) Price Exerci sabl e Price
$ 2.00 718, 750 3.76 $2. 00 718, 750 $2. 0C
6.00 - 7.00 725, 100 4.93 6.26 625, 700 6. 22
9.00 - 10.00 563, 000 8.17 10. 00 110, 000 10. 0C
$2.00 - 10.00 2,006, 850 5.42 $5.78 1, 454, 450 $4. 43
The per share wei ghted-average fair value of each option granted
during fiscal 2002, 2001 and 2000 was $8.38, $6.12 and $7. 49,
respectively, on the date of grant using the Bl ack-Schol es options
pricing nodel with the follow ng wei ghted-average assunptions used
for grants; no dividend yield; expected volatility of 76.69%
87.29% and 119.72% for fiscal 2002, 2001 and 2000, respectively;
risk-free interest rate ranging from4.55%to 4.875%in 2002, 5.12%
to 6.20%in 2001, and 5.05%to 6.79%in 2000; and expected |ives of
approxi mately five years. Wighted-averages are used because of
varyi ng assuned exercise dates.
The Conpany applies APB Opinion 25 and related interpretations in
accounting for stock options; accordingly, no conpensation cost has
been recogni zed for any enpl oyees, officers and directors. Had
conpensation cost been determ ned based upon the fair value of the
stock options at grant date consistent with the nethod in SFAS
Statenment 123, the Conpany's net (loss) and (loss) per share woul d
have been increased to the pro fornma anpbunts indicated bel ow
2002 2001 z
| oss as reported $ (1,774,527) $ (13,964,981) $
Pro forma | oss (3, 553, 865) (15, 796, 850)
Basic and diluted | oss per share as reported (0.19) (1.53)
Pro forma basic and diluted | oss per share (0.38) (1.73)



NOTE 11 -

NOTE 12 -

as follows:
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YEARS ENDED MARCH 31, 2002, 2001 AND 2000

CONSULTI NG AGREEMENTS
Col | aborative Agreenents

On June 1, 2000, the Conpany entered into a Menorandum of

Under standing (MOU) with Inabata Anerica Corporation ("Inabata"),
an international trading conmpany which markets specialty

chemi cal s throughout the world in several industry segnents
including the pharnmaceutical industry. The purpose of the
Menorandum was to agree that the two parties would explore the
possibility of entering into a joint venture for the purpose of
marketing Elite products in Japan through the efforts of |nabata.
The parties will review each other's capabilities and obtain
information concerning regul atory procedures, price restrictions
and marketing information for the Japanese narkets. The parties
wi || performother due diligence investigations and anal yses.
Al'though Elite declined to extend the termof the (MU after its
initial termof six nonths expired, both Inabata and the Conpany
continued in good faith to explore opportunities. On COctober 8,
2001, | nabata acknow edged that the Menorandum of Understandi ng
woul d not be extended. Both parties later agreed to devise a nore
definitive col |l aboration agreenent.

Consul ting Agreenent

On Cctober 1, 1998, the Conpany entered into a consulting
agreenent with an investment-banking firm ("Consultant"). The
terms of the agreement provide for the consultant to render
various services to the Conpany relating to financial and
investnent activities for a termof twenty-four nonths.

As conpensation for the consultant's services, the Conpany shall
grant warrants to purchase 300,000 shares of the Conpany's common
stock at an exercise price of $6 per share. The warrants shall
vest at the rate of 50,000 warrants every ninety days after the
comrencenent of the agreenent.

On June 30, 1999, this consulting agreenment was anended to
provide for paynent of a nonthly consulting fee of $5, 000,
commencing on July 1, 1999 and was term nated on Decenber 1,
2000. Consulting fees under this agreenent ampunted to $45, 000
for the years ended March 31, 2001 and 2000.

MAJCOR CUSTOVERS

For the years ended March 31, revenues from maj or custoners are

2002 2001 2000
Customer A 50. 19% 84. 90% 58. 10%
Custonmer B -- 13.90% 32.90%
Custonmer C 49.52% -- --
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NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS

YEARS ENDED MARCH 31, 2002, 2001 AND 2000

NOTE 13 - SUBSEQUENT EVENTS

The consul ting agreenent originally entered into on August 1,
1997 and which expired on March 31, 2002 was extended through
June 30, 2002 at a nonthly fee of $5,000.

As of April 4, 2002, a $254,000 capital contribution was made on
behal f of ERL and financed through the issuance of 254,000 shares
of Series B Preferred Stock. Anpunts due from ERL for research
and devel opnent activities totaling $379,310 and anmounts due to
joint venture for Elite's shares of these expenses totaling

$317, 149 were simultaneously satisfied.
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CONSENT OF | NDEPENDENT
CERTI FI ED PUBLI C ACCOUNTANTS

Elite Pharnaceuticals, Inc. and Subsidiary
Nort hval e, New Jersey

We hereby consent to the incorporation by reference in the Annual Report of
Elite Pharmaceuticals, Inc. and .Subsidiary (the "Conpany") on Form 10-K of our
report dated May 10, 2002, appearing in the Conpany's Form 10-K for the years
ended March 31, 2002, 2001 and 2000.

M LLER, ELLIN & COWPANY, LLP

June 25, 2002

EXH BI T ATTACHED TO FORM 10-K FOR
THE FI SCAL YEAR ENDI NG MARCH 13, 2002
OF ELI TE PHARVACEUTI CALS, | NC.

Subsi di ari es of the Conpany:

Elite Laboratories, Inc., a Del aware corporation



Elite Research, Ltd., a Bernuda corporation

ELI TE RESEARCH, LTD.

Fi nanci al Statenents
(Wth I ndependent Auditors' Report Thereon)
March 31, 2002

| NDEPENDENT AUDI TORS' REPORT

The Board of Directors and Sharehol ders of
Elite Research, Ltd.

We have audited the acconpanying bal ance sheet of Elite Research, Ltd. as at
March 31, 2002 and the related statenent of operations, changes in sharehol ders’
equity and cash flows for the year ended March 31, 2002. These financi al
statenents are the responsibility of the conpany's managenent. Qur
responsibility is to express an opinion on these financial statenents based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of Anerica. Those standards require that we plan and
performthe audit to obtain reasonabl e assurance about whether the financial
statements are free of material misstatement. An audit includes exanining, on a
test basis, evidence supporting the ambunts and disclosures in the financial
statements. An audit al so includes assessing the accounting principles used and
significant estimates nmade by managenent, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a
reasonabl e basis for our opinion.

I'n our opinion, the financial statements referred to above present fairly, in
all material respects, the financial position of Elite Research, Ltd. as at
March 31, 2002, and the results of its operations and its cash flows for the

year ended March 31, 2002 in conformity with accounting principles generally
accepted in the United States of Anerica.

KNG

Chartered Accountants
Hami | ton, Bernuda
June 11, 2002

ELI TE RESEARCH, LTD.
Bal ance Sheet

March 31, 2002
(Expressed in United States Doll ars)

2002 2001
(Unaudi t ed)
Asset s
Cash and cash equival ents $ 63, 478 $ -
Total assets $ 63,478 $ -
Liabilities
Deferred capital contributions $ 62, 990 $ -
Accounts payable to related parties (Note 3) 544,012 80, 931
Total liabilities 607, 002 80, 931

Shar ehol ders' equity
Share capital (Note 5) 12, 000 12, 000
Share prem um (Note 6) 14,988, 000 14, 988, 000



Contributed surplus (Note 7) 171, 049 -
Ret ai ned deficit (15, 714,573) (15, 080, 931)

Total sharehol ders' equity (543, 524) (80, 931)
Total liabilities and sharehol ders' equity $ 63, 478 $ -

See acconpanying notes to financial statenents

Si gned on behal f of the Board

Di rector

Di rector

ELI TE RESEARCH, LTD.
Statenent of Operations

Year Ended March 31, 2002
(Expressed in United States Doll ars)

2002 2001

(Unaudi t ed)

| ncone
Interest income $ 48 $ -
48 -
Total income meeeeeeeiees eeeeee o
Expenses
Research and devel opment (Note 3) 619, 693 80, 931
General and administrative 13,997 -
Li cense fee (Note 4) - 15, 000, 000
Total operating expenses 633, 690 15, 080, 931
Net (| oss) $ (633,642) $ (15,080,931)
See acconpanying notes to financial statenents
ELI TE RESEARCH, LTD.
St atenent of Changes in Sharehol ders' Equity
For the Year Ended March 31, 2002
(Expressed in United States Dollars)
2002 2001
(Unaudi t ed)
Share Capital
Bal ance at begi nning of period (Note 5) $ 12, 000 $ -
Shares issued during the period - 12, 000
Bal ance at end of period 12, 000 12, 000

Share prem um
Bal ance at begi nning of period 14, 988, 000 -
Share prem um during the period (Note 6) - 14, 988, 000



Bal ance at end of period 14,988, 000 14,988, 000

Contri buted surplus
Bal ance at begi nning of period - -

Contributed surplus during the period (Note 7) 171, 049 -
Bal ance at end of period 171, 049 -
Deficit

Bal ance at begi nning of period (15, 080, 931) -
Net |oss for the period (633, 642) (15, 080, 931)
Bal ance at end of period (15, 714, 573) (15, 080, 931)
Total sharehol ders' deficit $ (543,524) $ (80,931)

See acconpanying notes to financial statenents

ELI TE RESEARCH, LTD.
Statenent of Cash Fl ows

For the Year Ended March 31, 2002
(Expressed in United States Dol l ars)

2002 2001

(Unaudi t ed)

Cash flows fromoperating activities
Net (1 oss) $ (633, 642) $ (15, 080, 931)
Adj ustnents to reconcile net income to net cash
provi ded by operating activities:
Due to related parties 463, 081 80, 931

Cash used in operating activities (170, 561) (15, 000, 000)

Cash flows fromfinancing activities

Contri buted surplus 234,039 -
Proceeds fromissuance of common stock - 7,500, 000
Proceeds fromissuance of non-voting
convertible preferred shares - 7,500, 000
Cash provided by financing activities 234,039 15, 000, 000
Net change in cash and cash equival ents 63, 478 -

Cash and cash equival ents at begi nning of period - -

Cash and cash equival ents at end of period $ 63, 478 $ -

See acconpanying notes to financial statenents

ELI TE RESEARCH, LTD.
Notes to Financial Statenents

March 31, 2002



1. Gener al

Elite Research, Ltd. (the "Conpany") ("ERL") was incorporated on
Cctober 6, 2000 under the Laws of Bermuda, in order to engage in
research and devel opnent activities for the purpose of obtaining Food
and Drug Administration approval, and, thereafter, comercially
exploiting generic and new control |l ed-rel ease pharmaceutical products
using the technol ogies of the joint venture partners of the Conpany.

The Conpany is owned by Elite Pharmaceuticals, Inc. ("Elite") and El an
International Services Ltd. ("EIS"), a wholly owned subsidiary of Elan
Cor poration plc, holding 80.1% and 19.9% (non-voting shares) of the shares
respectively.

The Conpany is subject to the terms and conditions of a joint

devel opnent and operating agreement between Elite Laboratories, Inc.
("Elite Labs"), a wholly owned subsidiary of Elite, and Elan to

devel ope products using drug delivery technol ogi es and expertise of
both Elite and Elan. The Conpany funds its research through capital
contributions fromits partners based on the partner's ownership
percentage. The Conpany subcontracts research and devel opnent efforts
to Elite Labs and Elan. Elite Labs provides nost of the formulation and
devel opnent work. Elite Labs has conpleted in-vivo (pilot clinical
trial) on the first product the Conpany has formul ated and began
fornul ati on and devel opnent of two additional products as of March 31,
2002.

The Conpany was initially capitalized with $15, 000,000 which included
the issuance of 6,000 Voting Common Shares and 6,000 Non-Voting
Convertible Preferred Shares. The proceeds of $15,000,000 were used to
pay a licensing fee to Elan, under the ternms of a |icense agreenent
entered into between Elan and the Conpany as fully described in Note 4.

As at March 31, 2002, the Conpany has a deficit of $15,714,573. The
Conpany is currently in the research and devel opment stage, and hence
is not yet generating revenue. As nore fully described in Note 7, the
Conpany' s sharehol ders have, by way of a Joint Devel opnent and
Operating Agreement, agreed to provide additional funding.

2. Si gni ficant accounting policy
The acconpanying financial statenents are prepared in accordance with
accounting principles generally accepted in the United States of
Anmerica which require managenent to make estinmates and assunptions that
affect the reported anpbunts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial
statenents and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ fromthose estinmates. The

following are the significant accounting policies adopted by the
Conpany:

(a) Cash and cash equival ents

The Conpany considers highly liquid short-terminvestnents purchased
with initial nmaturities of three nonths or less to be cash equival ents.

ELI TE RESEARCH, LTD.

Notes to Financial Statenents

March 31, 2002

2. Signi ficant accounting policy (continued)
(b) Research and devel opnent costs

Research costs are charged as an expense of the period in which they
are incurred.

(c) Revenue recognition

To date, the Conpany has not generated revenues, however, it expects
that future revenues, if any, will be earned primarily by licensing
certain pharmaceutical products. Such revenues will be recorded as
certain projected goals are attained, as defined in the individual
contact .

(d) Fair value of financial instrunments



The carrying ampbunts of cash, accounts payable and accrued expenses
approximate fair value due to the short termmaturity of these itens.

3. Rel ated party transactions

For the year ended March 31, 2002 and for the period of Cctober 6, 2000
(date of incorporation) through March 31, 2001 ERL recogni zed net

| osses of $633, 642 and $15, 080, 931, respectively. The net loss for the
year ended March 31, 2002 includes research and devel opnent services
rendered by Elite Labs and Elan in the anounts of $600, 940 and $18, 753,
respectively. The net loss for the period ended March 31, 2001 incl udes
a $15, 000, 000 paynment to Elan for a technology |icense fee, as well as
$80,931 due to Elite Labs for services rendered to ERL.

As of March 31, 2002 and 2001, the Conmpany had outstandi ng accounts
payable to Elite Labs for research and devel opment services in the
anmounts of $525,259 and $80, 931, respectively.

As of March 31, 2002, the Conpany had outstandi ng accounts payable to
El an for research and devel opnent services in the anount of $18, 753.

4. Li cense agreenent
In Cctober 2000, the Conpany entered into a |icense agreement with El an
Corporation, plc ("Elan") whereby Elan licensed certain patents and
intellectual property to the Conpany in consideration of a
non-refundabl e license fee of $15 nillion. The fee was not subject to

future performance obligations of Elan to the Conpany and was taken as
a charge to operations in the period ended March 31, 2001.

ELI TE RESEARCH, LTD.
Notes to Financial Statenents

March 31, 2002

5. Share capital

Voting common shares, of par value US $1.00 per share
6,000 shares authorised;
6,000 shares issued and outstanding

Non-voting convertible preferred shares, of par value US$1.00 per share
6, 000 shares authori sed;
6,000 shares issued and outstandi ng

The Preferred shares may be converted at the option of the holders on a
one-for-one basis into common shares of the Conpany at any tinme after
two years fromthe date of issuance of the preferred stock. The
Preferred shares are non-voting, do not bear a dividend and shall have
a liquidation preference equal to their original issue price.

6. Share prem um

Share premiumrepresents anounts contributed by sharehol ders in excess
of the par value of the shares subscribed for.

7. Contri but ed surplus

Contributed surplus represents anmpbunts contributed by shareholders in
addition to their subscription to the issued share capital. These anpunts were
provided to fund the operations of the Conpany as agreed by the sharehol ders on
a pro rata basis based on their equity participation. In addition, within three
years fromthe date of incorporation, the sharehol ders may provide the Conpany,
on a pro rata basis in accordance with the sharehol ders' respective percentage
ownership of capital, up to an aggregate maxi mum of $6, 000, 000, as agreed upon
by the sharehol ders, by way of contributed surplus or |oans. During the year
sharehol ders contributed an additional $234, 039.

6, 000



8. Taxes

Under current Bernuda |aw, the Conpany is not required to pay any taxes
in Bernuda on either inconme or capital gains. The Conpany has received an
undertaking fromthe Mnister of Finance in Bernuda that in the event of such
taxes being inposed, the Conpany will be exenpted fromtaxation until the year
2016.

The Board of Directors
Elite Research Ltd.

We hereby consent to the inclusion in the Annual Report on Form 10-K of Elite
Pharnaceuticals, Inc. to be filed with the U S. Securities and Exchange Commi ssion

of our Report dated June 11, 2002 on the Financial Statenents of Elite Research Ltd. for the
period ended March 31, 2002.

Hami | ton, Bernuda
June 26, 2002



