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Item 7.01 Regulation FD Disclosure.

On January 2, 2012, The Tan Sheet, an OTC trade source publication, published an article under the headline “CEO Karkus Talks Cold-EEZE Turnaround At “Lean, Mean”
ProPhase Labs.” A copy of that article is attached as Exhibit 99.1.
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“The Tan Sheet.’

CEO Karkus Talks Cold-EEZE Turnaround At
“Lean, Mean” ProPhase Labs

By Dan Schiff |~ Email the Author “Tha Tan Shaeat™ fan. 2, 2072 Vol. 20, No. 01
OTCs | Word Count: 3042 Article # 05120102001

Executive Summary

In an interview, ProPhase Labs CEO Ted Karkus talks ahout the ongoing turnaround of
Cold-EEZE zinc lozenges, ProPhase’s flagship brand, as wel as efforts tolaunch new products
and restore relationships with retailers.

Ted Karkus' path to becoming CEQ and chairman of ProPhase Labs was no walkin the park. In
20049, the former consultart and investor in heszlth care stat-ups led dissident shareholders in a
provy Tght Tor control of the strugoling CoiFEEZE maker, then known as Quigley Corp. Karkus
ultimately ousted Guy Guigley, who had founded the firm and led it since 1989 {Cuoigley now
FraPhase Labs" — 'The Ten Sheet"May 10, 2010).

Since then, Karkus has been ona questto grow sales of Cald-EEZE zine lozenges, the firm's
flagship product, and return ProPhase to profitshilite. The Doylestown, P&, company iecenily
launched a Cold-EETE oral spray and plans additional line extensions in 201 2. Karkus also pares
costs where possible, including shutting down the Suigley Pharma research and development
division and trimming main office stafffrom 25to 15.




FroPhase Labs CEOQ Ted Karkus
FPhoto coutesy of FroPhase Labs

"The Tan Sheet" recently talked to Karkus about ProPhase's ongoing turnaround. Excerpis from the
Moy, 29, 2011, interview fallow.

“The Tan Sheet™ Where are PrePhase and Cold-EEZE right now ¢compared to
your expectations?

Ted Karkus: | became CED In June 2009, and atthattime, the stategy was really all ahout
puting out fires, restucturing poorly constructed deals and cleaning up issues. We inherited 2
hirand that had declining sales since 2005 and the losses were increasing. Ourfirst goal as a
campany, in terms of carporate strateay, was put qutthefires and startto urn around the brand,
cutout as much overthead as possible withoot huding the operations of the company; hire key
peopla for the appropriate positions.



| believe we'te now at a pointwhere we are alean, mean, fighting machine. And at the same
time, we helieve that we've turned around the Cold-EEZE brand. Yie recognized ver early onthat
itwas important to strengthan our brand before moving outzide the couahicold categore. We'rein
the nrocess of doing that

‘Wherewe are right now is our sales are growing an an annualized basis. However, we're
reirvesting whatever dollars we can back into the brand. Sowhile it would be nice to have
pramtabiit, we really nave 1o Tarega prantabiity st the curent tme,

Q: You got invelved with Cold-EEZE during your career on Wall Street. What
attracted you o the brandrs

|'was attracted 1o this ProPhase Labs early on bacause | provided some ofthe anginalwarking
capitalthatwas usedta ramp up production of the Cold-EEZE orand. This goes back to 1996
when the Cleweland Clinic conducted a study They had actually set out o prove that Cold-EEZE
didn't work, and they were shocked 1o find it not only warked, itwarked incredibhyweell, They
produced highly significant resultz in their study that provad once and for all that Cold-EETE truly
does shoten the length of the common caold.

In 2004, | thought the company needed nevw direction. ... | knew the history of Cold-EEZE pretty
well, [but] | had a steep lzaming cure with regards to the CFG Industy in general. | moved up
thatlearning curve pretty quickly, while at the sametime | had to completely restructure the
operations of the company and turn around the brand. So fast-forward two and a halfyears, 've
movedwway Up thatlearning curve and ' now very confident in my abiliies as CEOQ. L woauld say
the same for our CO0O Bob Coddiby, who | couldn'thave dane this without.




When |ariginally carme into the company, thero was a late-stage phase 1B study being done on
one of ourlead products in the pharmaceutical division. | thought thatthe results were gaing to
b wary positive and 1 was going 0 come inas sort or 2 reinmakendealmaker 10 deal with major
pharma faor the pharmaceutical division and retum significant dallars to the shareholders. .. After
hacomingthe CEO, | lzamed that study failed, and | basically came to the realization that the
pharmaceutical division was relatvel warthless . Wiz basically were & one-product company,
an awer-the-counter productwith declining =ales

| recognized thal our valuz was not onlyin the brand but itwas also inour distibution platfarm,
because we'te in roughly 40,000 st01es. Mow we're ala pointwhere se'e iirned arodnd the
brand andwe wantto levarage that distibiution plationm, which Dasically means we'se improved
our relationships with all our retailers. Costeo had been clozed because of diference s with prior
managerment, lttaok twovears, butwe reopened Costra, and opened up some cther retail
accounts aswel  Wie'te hopeful that, moving foreand, ey will zccept our new products as we
introduce tharn.

©: Did you shutter the pharma division or sell it off?

Wie'te no longerdeveloping the pharmaceutical division. We didn't =ell it off, there reallvwasn't
anything to =all. WWe do have sorme patents on some forrmulations that rmay or may not still have
some value. Butfor all infents and purposes, our corporale strategy is to not focus on the
prarmacedtical division.

Q: Net ceming from a CPG backgreund, what weuld you say you <o differently
than semeone who's been In the Industry?

| oring an enormous amourt o passion and energy tothe business, and |hink thatmightbe a
litle difierent than what people are used to. That's not a knock on anyane within the industry. This
i just my style; | really beliere inwhat 'm daing, I'm really commitied to it .. Dwark harder now
than I've worked at any time of my life, and | love literally every minute of it




| also personally go amund the country 35 the CEQ meeting with &1l of the ratailers. [thinkit's
critically impartant that the retailers understand thatwe fruly helieve thatthey are aur partners. If
our retailers are not successful and profitable, there's noreason we should expect that we will
be successful and profitable.

Qurgoal, going rarard, 1S 10 reach oullo mone Consumers .. and creale @ laiger base af
cansumers that know akbout us and purchase our brand. &nd that reguires a partnership with the
retailers. The retailers have real estate and they have to generate profits on every sgquare inch of
thatreal estate. Wye have to work closelswith them. If our products aren't performing, thay're
going to kick us out and put other products in.

: What have you done to overhaul the Cold-EEZE brand?

Step no. 1was o listen to what aur consumers hadto say about our product. The ones that knew
about Cold-EEZE, that liked Cold-EEZE, that purchased Cold-EEZE, many of them had anissue
with the taste. There are new naturallavartechnalogies that exst now thatdid not exist 15 vears
afgo, =0 tha firstthing we et about doing was improving e taste of Cold-EEZE. At the same
tirme, wo improved the image of Cold EEZE by changing the packaging. ... Dur package now
says "cold remedy. Alotof people didn't know what Cold-EEZE was before. Caold-EEZE 15 acold
rermedy, and that was never really Tully explained berore.

WWre did market research to make sure thatwe have the hestclaims on our package that resonate
with consumears. And then we went about a complete overhaul of the marketing and advertising
effart. e fave all new consultants andvendaors that wea'ra warking with in tarms of our
advertizing. | am wery hands-on with regard to the advertising. | have a different company
respansible for TV & diffarent company recponsible for radio. We're committed to social media,
we're committed to a powerful PR campaign. Sowe have a fully infegrated marketing effort that |
mversee or behall oTthe comparny.




Q: Hemeopathics represent a grewing OTC
market segment. How do you incerporate
Cold-EEZE's homeopathic nature in

“I recagnized that our
value was not enly in the
brand bUt It was also In our

marketing? el
distribution platform,
Interestingly, sorme people believe very stronglyin hecause wa're in roughly
hnmenpathy The Homenpathic Pharmacopoeia ofthe 40,000 stores. Now we're

United States giwves us the ahility fo place e product an
the chelf notas a dietary supplement but 35 a product
that's considered a medicine, whare we can make
claims And he combinstion o HPUS snd our clinical and we want te leverage
studles ghe Usthe rght o make he claims thatwe that distribution platform.”
make on the package.

at a point where we've
turned around the brand

Az far as homeapathy goes, [ hink that's 2 mixed bag. Some consumers purchase our product
hecause it's homeopathic. [think some consumers probably don't purchase our prodoct
because it's homenpathic. Regardless, wa are required to say"hameapathic’ on aur package.
Butwe don'tnecessarily highlighi the fact hat we are homeopathic, | don'tthink this product
wiorks theway same traditional homeaopathic products work The claims wa malke are notelaims
thatwe make because we're homeopathic; those are claims that we make because of aur
clinical studias.




Q: What's geing on with ProPhase’s other brands, Kids-EEZE soft chews and
Organix drops?

Kids-EEZE and Organixjust are not significant fram a revenue-generating standpaint relative to
Cold-EEZE. We're mare focused on building the Colc-EEZE hrand. | think our Organix line does
hawe some potential. Thare are some unigue qualities to Orgzanix besides the factthat its
arganic, it has vitamin Cinit, it tastes really pood and it's priced vary competitively. .. [But] weall
aver 30% of our sales come from Cold-EEZE.

0: Could you talk aboutthe develapment of the Cold-EEZE oral spray and how
it’s <doing so far?

The difficultywith our brand was that we did have declining sales for so many years, so il's very
difficulito convince retailers to put 8 new product of ours on the shelfwhile they're looking at our
numbers and seeingthe declining sales. Bythe samea twkeh, [think our eTons 1o ten arodnd the
company helped in the initial rollout of he oral spray. . We're really just ramping up gt nove;
i's fooearly to fell haw the oral spray is going to fare. [ can only say thal | was pleased with the
initial launchinterms of refailer acceptance fo putit on the shelves of roughly 20,000 stores
around tha country,

Q: You’re planning to introduce other new products in 2012. What ¢an you say
about thosa?

lean tell youwhat | told our shareholders which is that we initially intend to expand the
Cold-EEZE brand and have a Cold-EEZE line of praducts. . . Itjust makes a ot of senseto
introduce Cold-EEZE-branded products as opposed fo going outside the brand andfor outside
e catzgory. Beyond that, | have notdiscussed any Tuither specifically what type o products that
we're going o introduce. But | helieve them to be unioue relative to other products in the category,
andwe're haopefulthat, ifthey are introducad, that they'll get a strong reception from tha retailers.




Q: How big a challenge is seasonality for Cold-EEZE?

Itisr't 2 challenge, it's just 2 way of life. There's nothing we can doto alter the seasanality of aur
brand. It's just Mother Nature that people get more colds in the winterdime and we are gaing to
sell more product in the winlerirme. So we have a four- or five-rmonth window where we have to
sell he bulk of the Cold-EEZE products. YWe justhave 1o make sure each coughicold season that
wi're gaared up and setup properly, we've planned accormdingly, we have our adwartising in
place, we have qurin-store merchandising in place. YWya're just moving into the height af the
season right now. I'm excited about this season in terms of the pozitioning of our company.
Seasanality is just the way of life for aur brand and thatwill continue to be the case for some fime
gince our gameplan is tointoduce moare Cold-EEZE-related products, which ahwiouslywill be
seasoral as well.

Colc-EEZE Iczendges and oral spray
Fhoto conrtzsy of ProPhase Labs




Q: Are you looking to grow ProPhase’s private label manufacturing business?

We're happyto do some private label business. Among other things, it sosks up some ofthe
EXCRSE capacity in our manufacturing facility. Private label is still a profitable business, although
ohvioushy we sell our private label products at a lower price than we <ell our branded products,
so the profits aren't as good. However, we are in tough economic times where price isvery
impaortantto consumers. And consumers in droves are swilching from branded products to
private label progucts when the private [abel products are avallable. Several of the major retallers
thatwe do business with are heavily promoting and focused on their private-lahel brands at the
expense of the branded products. So it makes for challenging imeas forus; inour particular case,
we do manufaciure sorme of the private label brands that compete against our branded product

Q: Do you see much cannibalization of the branded products from your own
private-label products?

There's no question that private label cannibalizes af least come branded sales . Fromwhat
wa'va saen over tha lastcoupls of years, private label is growing prety much throughout the
industry. ... Cedainly i our category, private label is growing significanily grezter than branded.

Qur state-oT-he-an ma nuractunng Tacliey is primany a faciliy 1or manuracturing 10Zenges. Butwe
are akways looking for opportunities o expand to manufacture the private-label versions of other
branded products as well.




Q: In recent years, zinc has bean in the news with the Zicam intranasal
praduct recalls and lawsuits over denture craam. Have you seen any zine
backlash affecting Cold-EEZE product sales?

I thinkwhatever interest ar hoopla that surmounded Ficam] died down long age. ltnever affzctad
our bBusiness. Both our 10Zenges a5well 45 odr orsl spray are products that youd putin your
mouth, 5o that wasn't an issue. With regard to the denture cream adhesves, there was heavily
roncentrated zing in the cream that satin your mowh dayin and day out. The exposure o the zing
was mary times thatof all the lozanges vou could evertake in Cold-EEZE. So there really was no
ielevance there I anvthing, the consumer interest is going up in terms of zine 1o fight colds.

0: Who is the target Cold-EEZE consumer?

That's a question [ve heen asking myself every day for two and a halfyears since becoming
CED. ook at lots of resaarch and you can slice and dice our target howesyer you like. Althe end
of the day, evervhody gets 7 cald. Everybody is @ polential consumer of Cold-EEZE. If's
will-known thal warmen shop in drugstores moarz than men, soto some exent we wanito target
the person thatis actually purchasing the product, Butas | said, everybody catches colds,
everybody's 3 potentlal consumer.

Q:Is getting acquired something yeu're looking at for ProPhase? Are you
receiving any overtures?

| don'tworry aboutthat stuft I'm interesied inouilding our business. . [fwe grow the underlying
fundamentalvalue ofthe compariy, the stock orice will go higher. Ifthe stock price goes higher,
the shareholders will e happy. In terms of MEA aciivity, it's not anything that particularly inlerests
me. | am cammitted 1o building this company | justsioned 2 new three-vear cantract, which
shows rmy commitment to the company




MEA sctivity | would be interested in, In terms of inding products 1o acquire that could leverage
aur distribution platform. But given the size of aur company, given the lovw-priced stock and given
ourlevels of cash, there aren't 2 1ol ofbrands tatwe could afford thatwould excite me. And that's
vk prirnarily we're focused on internal growmth as opposed to acquisitions. But | wauld cetainly
be opento acouisitions ifthe right one came along st the right price.

Q: What's the latest on ProPhase’s Phusion

“I'm not interested in

Labs joint venture with Australian delivery . 5
introducing products that

technology firm Phosphagenics Ltd. ("Quigley

Counts On Delivery Technology Partner To then become a write-off 2

Expand Consumer Business” — "The Tan year ortwo years later. We

Shoet,” Mar. 29, 2010)? will enly introduce
preducts that make

Tha company actually boughi back roughly B1 million sense.”
wotth of stock from that original joint varure. Sowe in

effectdecreased ourinvestment inthe jointventure by

$1 milllon while maintaining all the same rights to the jointventure. .. 1I'm not Interested in
introducing products that then become awite-off a vaar of twid yaars [ater, We will anly intraduce
products that make sense. Qur initial strategy right now is to introduce products thatlevarage the
Cold-EEZE hrand. We are daing both marketing and development recearch for products that
could include TPM [the Targeled Penetraiion Matrix delivery platform]. That's ongoing. And we're
loaking to introduce products langer-term from the jointventure, but | dor't fareses infroducing
anything ona very shor-term basis,

Q: The JY originally intended to begin launching products in 2011. Is the
product develapmeant running hehind schedule?

Well, our corporate stretegy has changed somewhal Twoyears 60, wewere [ooking 1o
agaressivel introduce products autside of the Cold-EEZE brand and possibly even autside the
coughfcold category, Howewer, given economic times and givan the riskireward of infroducing
products outside the categary, &5 opposed o introducing Cold-EEZE-brandad products, we feal
thatwe need to achiave a critcal mass of Cold-EEZE sales thatcan support the infrastructure of
the company hefore introducing produets outside the category that would reguire a significant
invesimentin marketing and so forth. Sa it iz still cedainly in our strategyto introduce products
with the joint venture's state-of-te-art delivery fechnology, buiwe are notin any hurryto rosh oot
& product and make mistakes thatare going 0 costthe shareholders dearly, | would much rather
rmove forward with the joint venture on a slower, more methodical gpprozach, which will pay ofi
langer term.



