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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2009.

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

Commission file number: 001-15989

ENDO PHARMACEUTICALS HOLDINGS INC.

(Exact Name of Registrant as Specified in Its Charter)
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Delaware 13-4022871
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification Number)
100 Endo Boulevard Chadds Ford, Pennsylvania 19317
(Address of Principal Executive Offices) (Zip Code)

(610) 558-9800
(Registrant s Telephone Number, Including Area Code)
Not applicable

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check whether the registrant: (1) has filed all reports required to be filed by Sections 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to
such filing requirements for the past 90 days. Yes x No ~

Indicate by check whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit and post such files). Yes © No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a smaller reporting company. See definitions of
large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer x Accelerated filer

Non-accelerated filer ~~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). YES = NO x

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practical date.

Common Stock, $0.01 par value Shares outstanding as of April 30, 2009: 117,155,344

Table of Contents 2



Edgar Filing: ENDO PHARMACEUTICALS HOLDINGS INC - Form 10-Q

Table of

nien

ENDO PHARMACEUTICALS HOLDINGS INC.

INDEX

Forward-Looking Statements
PART 1. FINANCIAL INFORMATION

Item 1.

Item 2.
Item 3.
Item 4.

Item 1.
Item 1A.
Item 2.
Item 3.
Item 4.
Item 5.
Item 6.

Financial Statements

Condensed Consolidated Balance Sheets (Unaudited) March 31. 2009 and December 31, 2008

Condensed Consolidated Statements of Operations (Unaudited) Three Months Ended March 31. 2009 and 2008
Condensed Consolidated Statements of Cash Flows (Unaudited) Three Months Ended March 31, 2009 and 2008
Notes to Condensed Consolidated Financial Statements (Unaudited)

Management s Discussion and Analysis of Financial Condition and Results of Operations

Quantitative and Qualitative Disclosures About Market Risk

Controls and Procedures

PART II. OTHER INFORMATION

Legal Proceedings

Risk Factors

Unregistered Sales of Equity Securities and Use of Proceeds
Defaults Upon Senior Securities

Submission of Matters to a Vote of Security Holders
Other Information

Exhibits
SIGNATURES

Table of Contents

66
66
68
68
68
68
68

69



Edgar Filing: ENDO PHARMACEUTICALS HOLDINGS INC - Form 10-Q

Table of Conten
FORWARD LOOKING STATEMENTS

Statements contained or incorporated by reference in this Quarterly Report on Form 10-Q contain information that includes or is based on
forward-looking statements within the meaning of Section 27A of the Securities Act and Section 21E of the Exchange Act. These statements,
including estimates of future net sales, future expenses, future net income and future earnings per share, contained in the section titled
Management s Discussion and Analysis of Financial Condition and Results of Operations, in our Annual Report on Form 10-K for the year ended
December 31, 2008, filed with the Securities and Exchange Commission on March 2, 2009, are subject to risks and uncertainties.
Forward-looking statements include the information concerning our possible or assumed results of operations. Also, statements including words
such as believes, expects, anticipates, intends, estimates, plan, will, may or similar expressions are forward-looking statements. We
these forward-looking statements on our current expectations and projections about the growth of our business, our financial performance and
the development of our industry. Because these statements reflect our current views concerning future events, these forward-looking statements
involve risks and uncertainties. Investors should note that many factors, as more fully described under the caption Risk Factors in Item 1A of our
Annual Report on Form 10-K for the year ended December 31, 2008 and as otherwise enumerated herein or therein, could affect our future
financial results and could cause our actual results to differ materially from those expressed in forward-looking statements contained in our
Annual Report on Form 10-K. Important factors that could cause our actual results to differ materially from the expectations reflected in the
forward-looking statements in our Annual Report on Form 10-K include those factors described herein under the caption Risk Factors and in
documents incorporated herein by reference, including, among others:

our ability to successfully develop, commercialize and market new products;

timing and results of pre-clinical or clinical trials on new products;

our ability to obtain regulatory approval of any of our pipeline products;

competition for the business of our branded and generic products, and in connection with our acquisition of rights to intellectual
property assets;

market acceptance of our future products;

government regulation of the pharmaceutical industry;
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our dependence on a small number of products;

our dependence on outside manufacturers for the manufacture of most of our products;

our dependence on third parties to supply raw materials and to provide services for certain core aspects of our business;

new regulatory action or lawsuits relating to our use of narcotics in most of our core products;

our exposure to product liability claims and product recalls and the possibility that we may not be able to adequately insure
ourselves;

our ability to protect our proprietary technology;

the successful efforts of manufacturers of branded pharmaceuticals to use litigation and legislative and regulatory efforts to limit the
use of generics and certain other products;

our ability to successfully implement our acquisition and in-licensing strategy;

regulatory or other limits on the availability of controlled substances that constitute the active ingredients of some of our products
and products in development;

the availability of third-party reimbursement for our products;

the outcome of any pending or future litigation or claims by third parties or the government;

our dependence on sales to a limited number of large pharmacy chains and wholesale drug distributors for a large portion of our total
net sales;

significant litigation expenses to defend or assert patent infringement claims;

any interruption or failure by our suppliers, distributors and collaboration partners to meet their obligations pursuant to various
agreements with us;

a determination by a regulatory agency that we are engaging or have engaged in inappropriate sales or marketing activities, including
promoting the off-label use of our products;
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existing suppliers become unavailable or lose their regulatory status as an approved source, causing an inability to obtain required
components, raw materials or products on a timely basis or at commercially reasonable prices;

the loss of branded product exclusivity periods and related intellectual property;

our exposure to securities that are subject to market risk including auction-rate securities that are currently illiquid due to an inactive
auction-rate market;

the holders of our 1.75% Convertible Senior Subordinated Notes due April 15, 2015 (the Convertible Notes) could require us to
repurchase the principal amount of the notes for cash before maturity of the notes upon the occurrence of a Fundamental Change, as
defined in the indenture relating to the Convertible Notes. Such a repurchase could require significant amounts of cash and could
adversely affect our financial condition; and

our ability to successfully integrate Indevus Pharmaceuticals, Inc.
We do not undertake any obligation to update our forward-looking statements after the date of this Report for any reason, even if new
information becomes available or other events occur in the future. You are advised, however, to consult any further disclosures we make on
related subjects in our 10-Q, 10-K, and 8-K reports to the Securities and Exchange Commission (or SEC). Also note that we provide the
preceding cautionary discussion of risks, uncertainties and possibly inaccurate assumptions relevant to our business. These are factors that,
individually or in the aggregate, we think could cause our actual results to differ materially from expected and historical results. We note these
factors for investors as permitted by the Private Securities Litigation Reform Act of 1995. You should understand that it is not possible to predict
or identify all such factors. Consequently, you should not consider the preceding to be a complete discussion of all potential risks or
uncertainties.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
ENDO PHARMACEUTICALS HOLDINGS INC.

CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

(In thousands, except share and per share data)

March 31,
2009
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 394,157
Restricted cash 180,805
Marketable securities
Accounts receivable, net 361,709
Income taxes receivable
Inventories 94,708
Prepaid expenses and other current assets 18,600
Deferred income taxes 102,779
Total current assets 1,152,758
MARKETABLE SECURITIES 231,090
AUCTION-RATE SECURITIES RIGHTS, at fair value 33,587
PROPERTY AND EQUIPMENT, Net 50,006
GOODWILL 283,569
OTHER INTANGIBLES, Net 780,428
OTHER ASSETS 29,465
TOTAL ASSETS $ 2,560,903
LIABILITIES AND STOCKHOLDERS EQUITY
CURRENT LIABILITIES:
Accounts payable $ 149,652
Accrued expenses 302,914
Estimated amount due seller 134,130
6.25% convertible notes payable 71,749
Income taxes payable 34,288
Total current liabilities 692,733
DEFERRED INCOME TAXES 123,380
ESTIMATED AMOUNT DUE SELLER 40,220
CONVERTIBLE SENIOR SUBORDINATED NOTES DUE 2015 247,268
NON-RECOURSE NOTES PAYABLE 115,143
OTHER LIABILITIES 90,628

COMMITMENTS AND CONTINGENCIES (NOTE 10)
STOCKHOLDERS EQUITY:
Preferred Stock, $0.01 par value; 40,000,000 shares authorized; none issued

Table of Contents

December 31,
2008

$ 775,693

6,500
246,326
1,600
80,656
24,515
48,404

1,183,694

239,204
27,321
44,378

181,079

205,055
28,002

$ 1,908,733

$ 160,468
226,005

386,473
1,270
243,150

70,729
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Common Stock, $0.01 par value; 350,000,000 shares authorized; 134,870,772 and 134,302,004 shares issued;
117,154,469 and 116,585,701 outstanding at March 31, 2009 and December 31, 2008, respectively

Additional paid-in capital
Retained earnings

Accumulated other comprehensive loss
Treasury stock, 17,716,303 shares at March 31, 2009 and December 31, 2008

Total stockholders equity

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY
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See Notes to Condensed Consolidated Financial Statements.

1,349 1,343
799,853 793,285
877,992 838,955

(2,847) (1,656)
(424,816) (424,816)
1,251,531 1,207,111

$2,560,903 $ 1,908,733
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ENDO PHARMACEUTICALS HOLDINGS INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

(In thousands, except per share data)

Three Months Ended
March 31,
2009 2008
NET SALES $335,300 $290,271
COSTS AND EXPENSES:
Cost of sales 83,009 56,534
Selling, general and administrative 120,006 115,002
Research and development 28,414 33,582
Acquisition-related costs 26,405
OPERATING INCOME 77,466 85,153
INTEREST EXPENSE (INCOME), net of interest income of $1,140 and interest expense of $270, respectively 7,593 (9,265)
OTHER EXPENSE, NET 1,105 282
INCOME BEFORE INCOME TAX 68,768 94,136
INCOME TAX 29,731 34,608
NET INCOME $ 39,037 $ 59,528
NET INCOME PER SHARE:
Basic $ 033 $§ 044
Diluted $ 033 §$§ 044
WEIGHTED AVERAGE SHARES:
Basic 116,822 134,141
Diluted 117,209 134,652

Table of Contents
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ENDO PHARMACEUTICALS HOLDINGS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(In thousands)

OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Stock-based compensation

Amortization of debt issuance costs and premium / discount
Selling, general and administrative expenses paid in shares of common stock
Deferred income taxes

Interest earned on marketable securities

Gain on disposal of property and equipment

Gain on auction-rate securities rights

Unrealized loss on trading securities

Changes in assets and liabilities which provided (used) cash:
Accounts receivable

Inventories

Note receivable

Prepaid and other assets

Accounts payable

Accrued expenses

Other liabilities

Income taxes receivable/payable

Net cash provided by operating activities

INVESTING ACTIVITIES:

Purchases of property and equipment

Purchases of available-for-sale securities

Proceeds from sales of available-for-sale securities
Principal payments on note receivable

License fees

Acquisition, net of cash acquired

Funding of acquisition-related escrow

Other investments

Net cash (used in) provided by investing activities
FINANCING ACTIVITIES:

Capital lease obligations repayments

Tax sharing payments to Endo Pharma LLC

Tax benefits of stock awards
Exercise of Endo Pharmaceuticals Holdings Inc. Stock Options

Net cash provided by (used in) financing activities

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS

Table of Contents

Three Months Ended
March 31,
2009 2008
$ 39,037 $ 59,528
14,915 7,304
1,937 4,397
4914 70
64
(5,744) (4,267)
(1,150) (4,543)
(114) (15)
(6,266)
6,094
(101,658) 18,521
1,756 (12,982)
(416)
6,946 6,677
(12,179) (25,126)
49,672 4,287
868 858
35,939 21,160
35,031 75,453
(4,409) (7,262)
(134,211)
6,650 363,525
3,333
(85,000)
(249,546) (15,000)
(175,000)
(1,250)
(423,555) 125,385
(55) (395)
(343)
666 22
6,377 93
6,988 (623)
(381,536) 200,215
10
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CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

SUPPLEMENTAL INFORMATION:

Interest paid

Income taxes paid

SCHEDULE OF NON-CASH INVESTING AND FINANCING ACTIVITIES
Purchases of property and equipment financed by capital leases

Accrual for purchases of property and equipment

Settlement of note receivable

Acquisition of license rights

In connection with the purchase of all of the capital stock of Indevus Pharmaceuticals, Inc., liabilities were
assumed as follows:

Fair value of assets acquired

Cash paid for the capital stock

Contingent consideration

Liabilities assumed

See Notes to Condensed Consolidated Financial Statements.
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775,693

$ 394,157

& P
(@)}

1,792

40
493

@B PH L PH

$ 1,013,724
(367,221)
(174,350)

$ 472,153

350,325

$ 550,540

$ 13
$ 17,015

$ 416

$ 1,886

$ (46,667)
90,657
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ENDO PHARMACEUTICALS HOLDINGS INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
FOR THE THREE MONTHS ENDED MARCH 31, 2009
1. BASIS OF PRESENTATION

The accompanying unaudited Condensed Consolidated Financial Statements have been prepared in accordance with generally accepted
accounting principles for interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X of the Securities
and Exchange Commission for interim financial information. Accordingly, they do not include all of the information and footnotes required by
generally accepted accounting principles for complete financial statements. In the opinion of management, the accompanying Condensed
Consolidated Financial Statements of Endo Pharmaceuticals Holdings Inc. (referred to as the Company or we, our, us, or Endo) and its
subsidiaries, which are unaudited, include all normal and recurring adjustments considered necessary to present fairly the Company s financial
position as of March 31, 2009 and the results of our operations and our cash flows for the periods presented. Operating results for the
three-month period ended March 31, 2009 is not necessarily indicative of the results that may be expected for the year ending December 31,
2009.

On February 23, 2009, the Company acquired Indevus Pharmaceuticals, Inc. (Indevus). Accordingly, as of February 23, 2009, all of the assets
acquired and liabilities assumed were recorded at their respective fair values and our consolidated results of operations include Indevus s
operating results from February 23, 2009 through March 31, 2009.

The accompanying Condensed Consolidated Balance Sheet as of December 31, 2008 is derived from the Company s audited financial statements
at that date and has been adjusted as a result of our retrospective adoption of FASB Staff Position APB 14-1, Accounting for Convertible Debt
Instruments That May be Settled in Cash upon Conversion (Including Partial Cash Settlement). See Note 2. Recent Accounting Pronouncements
and Note 12. Debt, for further details. The Condensed Consolidated Balance Sheet as of December 31, 2008 does not include all of the
information and footnotes required by generally accepted accounting principles (referred to as GAAP) for complete financial statements. Since
certain information and footnote disclosures normally included in financial statements prepared in accordance with accounting principles
generally accepted in the United States have been condensed or omitted, we suggest that these Condensed Consolidated Financial Statements be
read in conjunction with the consolidated financial statements and notes thereto as of and for the year ended December 31, 2008 contained in the
Company s Annual Report on Form 10-K. Certain prior period amounts have been reclassified to conform to the current period presentation.

2. RECENT ACCOUNTING PRONOUNCEMENTS
Recently Adopted Accounting Pronouncements

In September 2006, the Financial Accounting Standards Board (FASB or the Board) issued SFAS No.157, Fair Value Measurements (SFAS
157), which addresses how companies should measure fair value when they are required to use a fair value measure for recognition or disclosure
purposes under accounting principles generally accepted in the United States. SFAS 157 is effective for fiscal years beginning after

November 15, 2007. In February 2008, the FASB issued FASB Staff Position No. 157-2, Effective Date of FASB Statement No. 157 (FSP
157-2). FSP 157-2 delayed the effective date of SFAS 157 for certain non-financial assets and non-financial liabilities to fiscal years beginning
after November 15, 2008. SFAS 157 defines fair value, establishes a framework for measuring fair value under generally accepted accounting
principles and enhances disclosures about fair value measurements. Fair value is defined under SFAS 157 as the exchange price that would be
received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants on the measurement date. Valuation techniques used to measure fair value under SFAS 157 must
maximize the use of observable inputs and minimize the use of unobservable inputs. The standard describes a fair value hierarchy based on three
levels of inputs, of which the first two are considered observable and the last unobservable, that may be used to measure fair value which are the
following:

Level 1 Quoted prices in active markets for identical assets or liabilities.
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Level 2 Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by observable
market data for substantially the full term of the assets or liabilities.

Level 3 Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.
On January 1, 2008, the Company adopted SFAS 157 for financial assets and liabilities. The adoption of SFAS 157 for financial assets and
liabilities did not have a material impact on the Company s consolidated results of operations and financial condition. On January 1, 2009, the
Company adopted SFAS 157 for non-financial assets and non-financial liabilities. The adoption of SFAS 157 for non-financial assets and
non-financial liabilities did not have a material impact on the Company s consolidated results of operations and financial condition.
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In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities (SFAS 159), providing
companies with an option to report selected financial assets and liabilities at fair value. This Standard s objective is to reduce both complexity in
accounting for financial instruments and the volatility in earnings caused by measuring related assets and liabilities differently. Generally
accepted accounting principles have required different measurement attributes for different assets and liabilities that can create artificial
volatility in earnings. SFAS 159 helps to mitigate this type of accounting-induced volatility by enabling companies to report related assets and
liabilities at fair value, which would likely reduce the need for companies to comply with detailed rules for hedge accounting. SFAS 159 also
established presentation and disclosure requirements designed to facilitate comparisons between companies that choose different measurement
attributes for similar types of assets and liabilities. This Standard requires companies to provide additional information that will help investors
and other users of financial statements to more easily understand the effect of the Company s choice to use fair value on its earnings. It also
requires entities to display the fair value of those assets and liabilities for which the Company has chosen to use fair value on the face of the
balance sheet. SFAS 159 became effective for fiscal years beginning after November 15, 2007. Upon adoption, we chose not to elect the fair
value option for our existing financial assets and liabilities. Therefore, adoption of SFAS 159 did not have any impact on our consolidated
financial statements. In November 2008, simultaneously with our execution of the agreement with UBS, we elected the fair value option for the
auction-rate securities rights (See Note 3).

On September 12, 2008, the FASB issued FASB Staff Position SFAS 133-1 and FIN 45-4, Disclosures about Credit Derivatives and Certain
Guarantees: An Amendment of FASB Statement No. 133 and FASB Interpretation No. 45; and Clarification of the Effective Date of FASB
Statement No. 161 (FSP SFAS 133-1 and FIN 45-4). FSP SFAS 133-1 and FIN 45-4 requires disclosures by sellers of credit derivatives and
amends FASB Interpretation No. 45, Guarantor s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of
Indebtedness to Others, to require an additional disclosure about the current status of the payment or performance of a guarantee. FSP SFAS
133-1 and FIN 45-4 became effective for the first interim or annual reporting period that ends after November 15, 2008. We adopted FSP SFAS
133-1 and FIN 45-4 in November 2008. The adoption of FSP SFAS 133-1 and FIN 45-4 did not have a material effect on the Company s
consolidated results of operations, financial condition, or required financial statement disclosures.

In October 2008, the FASB issued FASB Staff Position SFAS 157-3, Determining the Fair Value of a Financial Asset When the Market for That
Asset Is Not Active (FSP SFAS 157-3). FSP SFAS 157-3 clarifies the application of SFAS 157 when determining the fair value of a financial
asset when the market for that asset is not currently active. FSP SFAS 157-3 emphasizes that approaches other than the market approach to
determining fair value may be appropriate when it is determined that, as a result of market inactivity, other valuation approaches are more
representative of fair value. Other valuation approaches can involve significant assumptions regarding future cash flows. FSP SFAS 157-3
clarifies that these assumptions must incorporate adjustments for nonperformance and liquidity risks that market participants would consider in
valuing the asset in an inactive market. FSP SFAS 157-3 emphasizes the existing disclosure requirements under SFAS 157 regarding significant
unobservable inputs (Level 3 inputs). FSP SFAS 157-3 became effective on October 10, 2008, including with respect to prior periods for which
financial statements have not been issued. The Company has adopted FSP SFAS 157-3 beginning with the quarterly period ended September 30,
2008. See Note 3 for a further discussion of fair value.

On December 11, 2008 the FASB issued FASB Staff Position SFAS 140-4 and FIN 46(R)-8, Disclosures by Public Entities (Enterprises) about
Transfers of Financial Assets and Interests in Variable Interest Entities (FSP SFAS 140-4 and FIN 46(R)-8). FSP SFAS 140-4 and FIN 46(R)-8
requires additional disclosures by public entities with continuing involvement in transfers of financial assets to special purpose entities and with
variable interests in variable interest entities (VIEs), including sponsors that have a variable interest in a VIE. FSP SFAS 140-4 and FIN 46(R)-8
became effective for the first interim or annual reporting period that ends after December 15, 2008. We adopted FSP SFAS 140-4 and FIN
46(R)-8 in December 2008. The adoption of FSP SFAS 140-4 and FIN 46(R)-8 did not have a material effect on the Company s consolidated
results of operations, financial condition, or required financial statement disclosures.

In November 2007, the Emerging Issues Task Force of the FASB issued a consensus on Issue No. 07-1, Accounting for Collaborative
Arrangements (EITF 07-1). The scope of EITF 07-1 is limited to collaborative arrangements where no separate legal entity exists and in which
the parties are active participants and are exposed to significant risks and rewards that depend on the success of the activity. The Task Force
concluded that revenue transactions with third parties and associated costs incurred should be reported in the appropriate line item in each
company s financial statements pursuant to the guidance in EITF 99-19, Reporting Revenue Gross as a Principal versus Net as an Agent. The
Task Force also concluded that the equity method of accounting under Accounting Principles Board Opinion 18, The Equity Method of
Accounting for Investments in Common Stock, should not be applied to arrangements that are not conducted through a separate legal entity. The
Task Force also concluded that the income statement classification of payments made between the parties in an arrangement should be based on
a consideration of the following factors: the nature and terms of the arrangement; the nature of the entities operations; and whether the partners
payments are within the scope of existing GAAP. To the extent such costs are not within the scope of other authoritative accounting literature,
the income statement characterization for the payments should be based on an analogy to authoritative accounting literature or a reasonable,
rational, and consistently applied accounting policy election. The provisions of EITF 07-1 became effective for fiscal years beginning on or after
December 15, 2008, and companies are required to apply the provisions through retrospective application to all collaborative arrangements
existing at adoption
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as a change in accounting principle. If it impracticable to apply the consensus to a specific arrangement, disclosure is required regarding the
reason why retrospective application is not practicable and the effect of reclassification on the current period. We have adopted EITF 07-1 as of
January 1, 2009. The adoption of EITF 07-1 did not have a material effect on the Company s consolidated results of operations, financial
condition or cash flows.

In December 2007, the FASB issued SFAS 141(R) Business Combinations (SFAS 141(R)) and SFAS 160, Noncontrolling Interests in
Consolidated Financial Statements, an amendment of ARB No. 51 (SFAS 160). SFAS 141(R) will change how business acquisitions are
accounted for and will impact financial statements both on the acquisition date and in subsequent periods. SFAS 160 will change the accounting
and reporting for minority interests, which will be recharacterized as noncontrolling interests and classified as a component of equity.

SFAS 141(R) and SFAS 160 are required to be adopted concurrently and became effective for fiscal years, beginning on or after December 15,
2008. We have adopted SFAS 141(R) and SFAS 160 as of January 1, 2009. The adoption of SFAS 141(R) had a material impact on the
accounting for our merger with Indevus Pharmaceuticals, Inc. in February of 2009. See Note 5 for further discussion. The adoption of SFAS 160
did not have a material effect on the Company s consolidated results of operations, financial condition or cash flows.

In April 2009, the FASB issued FASB Staff Position FAS 141(R)-1, Accounting for Assets Acquired and Liabilities Assumed in a Business
Combination That Arise from Contingencies (FSP SFAS 141(R)-1), which amended the provisions related to the initial recognition and
measurement, subsequent measurement and disclosure of assets and liabilities arising from contingencies in a business combination under SFAS
141(R). The Board voted to carry forward the requirements in SFAS 141, for acquired contingencies, which would require that such
contingencies be recognized at fair value on the acquisition date if fair value can be reasonably estimated during the allocation period.
Otherwise, companies would typically account for the acquired contingencies in accordance with Statement of Financial Accounting Standards
No. 5, Accounting for Contingencies (SFAS 5). FSP SFAS 141(R)-1 became effective for fiscal years, beginning on or after December 15, 2008.
We have adopted FSP SFAS 141(R)-1 as of January 1, 2009. See Note 5 for further discussion.

In April 2008, the FASB issued FASB Staff Position No. 142-3, Determination of the Useful Life of Intangible Assets, or FSP 142-3, which
amends the factors that should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized
intangible asset under SFAS 142. This pronouncement requires enhanced disclosures concerning a company s treatment of costs incurred to
renew or extend the term of a recognized intangible asset. FSP 142-3 became effective for financial statements issued for fiscal years beginning
after December 15, 2008. We have adopted FSP 142-3 as of January 1, 2009. The adoption of FSP 142-3 did not have a material impact on our
consolidated financial statements.

In May 2008, the FASB issued FASB Staff Position APB 14-1, Accounting for Convertible Debt Instruments That May be Settled in Cash upon
Conversion (Including Partial Cash Settlement) (FSP APB 14-1). FSP APB 14-1 requires that issuers of convertible debt instruments that may
be settled in cash or other assets on conversion to separately account for the liability and equity components of the instrument in a manner that
will reflect the entity s nonconvertible debt borrowing rate on the instrument s issuance date when interest cost is recognized in subsequent
periods. Our Convertible Notes are within the scope of FSP APB 14-1. Therefore, we are required to separate the debt portion of our Convertible
Notes from the equity portion at their fair value retrospective to the date of issuance and amortize the resulting discount into interest expense
over the life of the debt. The provisions of FSP APB 14-1 are to be applied retrospectively to all periods presented upon adoption and became
effective for fiscal years beginning after December 15, 2008, and interim periods within those fiscal years. We have adopted FSP APB 14-1 as
of January 1, 2009. The adoption of FSP APB 14-1 will result in the recognition of approximately $138.7 million of additional interest expense,
on a pre-tax basis, over the life of our Convertible Notes. See Note 12 for further details.

In June 2008, the FASB issued FASB Staff Position EITF 03-6-1, Determining Whether Instruments Granted in Share-Based Payment
Transactions Are Participating Securities (FSP EITF 03-6-1). FSP EITF 03-6-1 addresses whether instruments granted in share-based payment
transactions are participating securities prior to vesting, and therefore need to be included in the computation of earnings per share under the
two-class method as described in FASB Statement of Financial Accounting Standards No. 128, Earnings per Share. FSP EITF 03-6-1 is
effective for financial statements issued for fiscal years beginning on or after December 15, 2008 and earlier adoption is prohibited. We have
adopted FSP EITF 03-6-1 as of January 1, 2009. The adoption of FSP EITF 03-6-1 did not have a material effect on our results of operations or
financial position.

In June 2008, the EITF of the FASB ratified the consensus reached in EITF Issue No. 07-5, Determining Whether an Instrument (or Embedded
Feature) Is Indexed to an Entity s Own Stock (EITF 07-5). EITF 07-5 was issued to clarify how to determine whether certain instruments or
features are indexed to an entity s own stock under EITF Issue No. 01-6, The Meaning of Indexed to a Company s Own Stock (EITF 01-6).
The consensus in EITF 07-5 applies to any freestanding financial instrument or embedded feature that has the characteristics of a derivative as
defined in FASB Statement No. 133, Accounting for Derivative Instruments and Hedging Activities (SFAS 133). The consensus in EITF 07-5
supersedes EITF 01-6 and became effective for financial statements issued for fiscal years beginning after December 15, 2008, and interim
periods within those fiscal years. We adopted EITF 07-5 as of January 1, 2009. The adoption of EITF 07-5 did not have a material effect on the
Company s consolidated results of operations or financial condition.
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In November 2008, the EITF of the FASB ratified the consensus reached in EITF Issue No. 08-6, Equity Method Accounting Considerations
(EITF 08-6). The application of the equity method is affected by the accounting for business combinations under SFAS 141(R) and the
accounting for consolidated subsidiaries under SFAS 160. Therefore, the objective of EITF 08-6 is to clarify how to account for certain
transactions and impairment considerations involving equity method investments. EITF 08-6 became effective for fiscal years beginning on or
after December 15, 2008, and interim periods within those fiscal years, consistent with the effective dates of Statement 141(R) and Statement
160. EITF 08-6 is to be applied prospectively. We adopted EITF 08-6 as of January 1, 2009. The adoption of EITF 08-6 did not have a material
effect on the Company s consolidated results of operations or financial condition.

In November 2008, the EITF of the FASB ratified the consensus reached in EITF Issue No. 08-7, Accounting for Defensive Intangible Assets
(EITF 08-7). While the guidance in SFAS 141(R) governs initial recognition and measurement of defensive intangible assets, EITF 08-7 was
issued to clarify how defensive intangible assets acquired in a business combination or an asset acquisition should be accounted for subsequent
to their acquisition. A defensive intangible asset is defined as an intangible asset acquired in a business combination or asset acquisition that an
entity does not intend to actively use but intends to prevent others from using. EITF 08-7 requires a defensive intangible asset to be accounted
for as a separate unit of accounting and assigned a useful life in accordance with SFAS No. 142, Goodwill and Other Intangible Assets. EITF
08-7 became effective for intangible assets acquired on or after the beginning of the first annual reporting period beginning on or after
December 15, 2008. We adopted EITF 08-7 as of January 1, 2009. The adoption of EITF 08-7 did not have a material effect on the Company s
consolidated results of operations or financial condition.

Accounting Pronouncements Issued But Not Yet Adopted

In April 2009, the FASB issued FSP No. SFAS 157-4, Determining Fair Value When the Volume and Level of Activity for the Asset or Liability
Has Significantly Decreased and Identifying Transactions That Are Not Orderly (FSP SFAS 157-4). FSP SFAS 157-4 amends SFAS 157 and
provides additional guidance for estimating fair value in accordance with SFAS 157 when the volume and level of activity for the asset and
liability have significantly decreased in relation to normal market activity for the asset or liability. FSP SFAS 157-4 also provides guidance on
identifying circumstances that indicate a transaction is not orderly. FSP SFAS 157-4 is effective for interim and annual periods ending after
June 15, 2009 with early adoption permitted for periods ending after March 15, 2009. Early adoption of FSP SFAS 157-4 must be accompanied
by early adoption of FSP SFAS 115-2 as described below. The Company has not adopted FSP SFAS 157-4 early. The Company is currently
evaluating the impact of adopting FSP FAS 157-4 on our consolidated results of operations, cash flows and financial position.

In April 2009, the FASB issued FSP No. SFAS 115-2 and SFAS 124-2, Recognition and Presentation of Other-Than-Temporary Impairments
(FSP SFAS 115-2). FSP SFAS 115-2 amends SFAS No. 115, Accounting for Certain Investments in Debt and Equity Securities, and FSP

No. FAS 115-1 and FAS 124-1, The Meaning of Other-Than-Temporary Impairment and its Application to Certain Investments. FSP SFAS
115-2 provides additional guidance to make other-than-temporary impairments more operational and to improve the financial statement
presentation of such impairments. FSP SFAS 115-2 is effective for interim and annual periods ending after June 15, 2009. FSP SFAS 115-2 is
effective for interim and annual periods ending after June 15, 2009 with early adoption permitted for periods ending after March 15, 2009. Early
adoption of FSP SFAS 115-2 must be accompanied by early adoption of FSP SFAS 157-4 as described above. The Company has not adopted
FSP SFAS 115-2 early. The Company is currently evaluating the impact of adopting FSP SFAS 115-2 on our consolidated results of operations,
cash flows and financial position.

In April 2009, the FASB issued FSP No. SFAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of Financial Instruments (FSP SFAS
107-1). FSP SFAS 107-1 amends SFAS No. 107, Disclosures about Fair Value of Financial Instruments, and APB Opinion No. 28, Interim
Financial Reporting, by requiring disclosures about fair value of financial instruments in interim financial statements as well as in annual
financial statements. FSP SFAS 107-1 is effective for interim and annual periods ending after June 15, 2009 with early adoption permitted for
periods ending after March 15, 2009. Early adoption of FSP SFAS 107-1 must be accompanied by early adoption of FSP SFAS 115-2 and FSP
SFAS 157-4 as described above. The Company has not adopted FSP SFAS 107-1 early. The Company is currently evaluating the impact of
adopting FSP SFAS 107-1 on our consolidated results of operations, cash flows and financial position.

NOTE 3. FAIR VALUE OF FINANCIAL INSTRUMENTS

We adopted the provisions of SFAS 157 as of January 1, 2008, for financial assets and liabilities. As of January 1, 2009, we also adopted the
provisions of SFAS 157 for non-financial assets and non-financial liabilities. Although the adoption of SFAS 157 did not materially impact our
financial condition, results of operations, or cash flows, we are now required to provide additional disclosures as part of our financial statements.

SFAS 157 establishes a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value. These tiers include: Level 1,
defined as observable inputs such as quoted prices in active markets; Level 2, defined as inputs other than quoted prices in active markets that
are either directly or indirectly observable; and Level 3, defined as unobservable inputs in which little or no market data exists, therefore
requiring an entity to develop its own assumptions.
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As of March 31, 2009, the Company held certain assets that are required to be measured at fair value on a recurring basis, including money
market funds, available-for-sale securities and trading securities and auction-rate securities rights as described in more detail below. The
Company s available-for-sale and trading securities include auction-rate securities which consist of municipal bonds with an auction reset feature,
the underlying assets of which are student loans that are backed substantially by the federal government and have credit ratings of Baal or better.

Overview of Auction-Rate Securities

Auction-rate securities are long-term variable rate bonds tied to short-term interest rates. After the initial issuance of the securities, the interest
rate on the securities is reset periodically, at intervals established at the time of issuance (e.g., every seven, twenty-eight, or thirty-five days;
every six months; etc.). In an active market, auction-rate securities are bought and sold at each reset date through a competitive bidding process,
often referred to as a Dutch auction . Auctions are successful when the supply and demand of securities are in balance. Financial institutions
brokering the auctions would also participate in the auctions to balance the supply and demand. Beginning in the second half of 2007, auctions
began to fail for specific securities and in mid-February 2008 auction failures became common, prompting market participants, including
financial institutions, to cease or limit their exposure to the auction-rate market. Given the current negative liquidity conditions in the global
credit markets, the auction-rate securities market has become inactive. Consequently, our auction-rate securities are currently illiquid through the
normal auction process. As a result of the inactivity in the market, quoted market prices and other observable data are not available or their
utility is limited. Prior to February 2008, the Company was able to determine the fair value of the auction-rate securities using a market approach
valuation technique based on successful auctions of our securities or based on quoted prices in active markets for identical auction-rate securities
without any adjustment (Level 1 of the fair value hierarchy).

Since mid-February 2008, the market for auction-rate securities has seen a dramatic decrease in the volume of trades relative to historical levels.

At March 31, 2009, (the measurement date), the Company determined that the market for its auction-rate securities was inactive. That
determination was made considering that there are very few observable transactions for the auction-rate securities or similar securities, the prices
for transactions that have occurred are not current, and the observable prices for those transactions to the extent they exist vary substantially either
over time or among market makers, thus reducing the potential usefulness of those observations. In addition, the current lack of liquidity

prevents the Company from comparing our securities directly to securities with quoted market prices. Consequently, while we have

appropriately considered those observable inputs, ultimately, our auction-rate securities will be classified within Level 3 of the fair value

hierarchy described in Note 2 because significant judgments are required to determine fair value at the measurement date.

Overview of Auction-Rate Securities Rights

In October 2008, UBS AG (UBS) made an offer (the UBS Offer) of auction-rate securities rights (the Rights) to the Company and other clients
of UBS Securities LLC and UBS Financial Services Inc. (collectively, the UBS Entities), pursuant to which the Company is entitled to sell to
UBS all auction-rate securities held by the Company as of February 13, 2008 in a UBS account (the Eligible Auction-Rate Securities). The
Rights permit the Company to require UBS to purchase the Eligible Auction-Rate Securities for a price equal to original par value plus any
accrued but unpaid dividends or interest beginning on June 30, 2010 and ending on July 2, 2012 (the Expiration Date). As of March 31, 2009,
we had Eligible Auction-Rate Securities with original par value of $247.4 million, representing 93% of our total auction-rate securities portfolio
at par. The remaining seven percent (7%), or $18.8 million at par, of our auction-rate securities portfolio are not held in a UBS account and
therefore are not subject to the UBS Offer.

The UBS Offer was made pursuant to agreements in principle entered into by the UBS Entities with the Securities and Exchange Commission,
the New York Attorney General, the Texas State Securities Board and other state regulatory agencies represented by North American Securities
Administrators Association, and a settlement agreement with the Massachusetts Securities Division to settle investigations brought by each of
these agencies against the UBS Entities relating to the sale and marketing of auction-rate securities. The alleged conduct underlying these
investigations suggested that the UBS Entities marketed auction-rate securities as cash alternatives but failed to adequately disclose liquidity
risk.

On November 10, 2008, the Company accepted the UBS Offer. As a result, the Company granted to the UBS Entities, the sole discretion and
right to sell or otherwise dispose of, and/or enter orders in the auction process with respect to the Eligible Auction-Rate Securities on the
Company s behalf until the Expiration Date, without prior notification, so long as the Company receives a payment of par value plus any accrued
but unpaid dividends or interest upon any sale or disposition.

In addition, as part of the UBS Offer, Endo is eligible for no net cost loans, should we desire to borrow money prior to the commencement of the
exercise period for the Rights. Under the terms of the UBS Offer, Endo may be eligible for no net cost loans for an amount up to 75% of the
market value of the Eligible Auction-Rate Securities at the time of the loan. If and as soon as UBS receives proceeds from a purchase of the
Eligible Auction-Rate Securities, the loans will become partially payable in the amount of the proceeds.
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Acceptance of the UBS Offer constituted a substantive change in facts and circumstances that altered the Company s view that it intends to hold
the impaired securities until their anticipated recovery. Accordingly, we can no longer assert that we have the intent to hold the auction-rate
securities until anticipated recovery. As a result, during the fourth quarter of 2008, we recognized an other-than-temporary impairment charge of
approximately $26.4 million recorded in earnings. The charge was measured as the difference between the par value and fair value of the
auction-rate securities on November 10, 2008. Previously recognized declines in fair value associated with the Eligible Auction-Rate Securities
that were determined to be temporary were transferred out of other comprehensive income and charged to earnings as part of the $26.4 million
impairment charge.

Acceptance of the UBS Offer created an enforceable legal right by and between the Company and UBS. The UBS Offer is a legally separate
contractual agreement and is non-transferable. The Rights are not readily convertible to cash and do not provide for net settlement. That is, the
Company must tender the securities to receive the Rights. Accordingly, the Rights do not meet the definition of a derivative instrument and are
being treated as a freestanding financial instrument. Accordingly, during the fourth quarter of 2008, the Company recognized an asset, measured
at fair value, in the amount of $25.4 million with the resultant gain recorded in earnings.

Concurrent with the acceptance of the UBS offer, the Company made a one-time election to transfer the Eligible Auction-Rate Securities from
the available-for-sale category to the trading category pursuant to SFAS No. 115, Accounting for Certain Investments in Debt and Equity
Securities. The Company made the election to transfer the securities into trading after considering the unprecedented failure of the entire market
for auction-rate securities and the broad-reaching legal settlements that have been agreed to by certain broker-dealers and securities regulators.
Changes in the fair value of the Eligible Auction-Rate Securities are now recorded to earnings. During the three-month period ended March 31,
2009, the fair value of these securities decreased by $6.1 million which was recorded as a charge to earnings and included in other expense, net
in the Condensed Consolidated Statements of Operations.

Subsequent Accounting for Auction-Rate Securities Rights

In November 2008, we elected the fair value option under SFAS 159 for our auction-rate securities rights. As further described in Note 2, SFAS
159 provides companies with an option to report selected financial assets and liabilities at fair value. As a result of our SFAS 159 election, the
fair value of the auction-rate securities rights will be re-measured each reporting period with the corresponding changes in fair value reported in
earnings. Since the auction-rate securities rights are freestanding financial instruments, they do not affect the separate determination of the fair
value of the Eligible Auction-Rate Securities. However, in management s view the auction-rate securities rights act as an economic hedge against
further fair value changes in the Eligible Auction-Rate Securities. Accordingly, management has elected the fair value option under SFAS 159,
as it believes it is most appropriate to recognize future changes in the fair value of the auction-rate securities rights as those changes occur in
order to offset the fair value movements in the Eligible Auction-Rate Securities. As of December 31, 2008 the fair value of our auction-rate
securities rights was $27.3 million. At March 31, 2009, the fair value of our auction-rate securities rights increased to $33.6 million to reflect the
fair value measurement of the auction-rate securities rights at that date. The increase in fair value from December 31, 2008 to March 31, 2009 of
$6.3 million was recognized in earnings and included in other expense, net in the Condensed Consolidated Statements of Operations. Future
changes in fair value will also be recognized in earnings in accordance with SFAS 159.

Valuation of the Auction-Rate Securities

The Company has determined that an income approach (present value technique) that maximizes the use of observable market inputs is the
preferred approach to measuring the fair value of our securities. Specifically, the Company used the discount rate adjustment technique
described in Appendix B of SFAS 157 to determine an indication of fair value.

To calculate a price for our auction-rate securities, the Company calculates times to maturity, coupon rates, market required rates of return
(discount rate) and a discount for lack of liquidity in the following manner:

The Company identifies the times to maturity of the auction-rate securities as the time at which principal is available to the investor.
This can occur because the auction-rate security is paying a coupon that is above the required rate of return, and the Company treats
the security as being called. It can also occur because the market has returned to normal and the Company treats the auctions as
having recommenced. Lastly, and most frequently, the Company treats the principal as being returned as prepayment occurs and at
the maturity of the security. The weighted average life used for each security representing time to maturity ranges from 4 to 8 years.
The weighted average life measured across the entire auction-rate portfolio is approximately seven (7) years.
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The Company calculates coupon rates based on estimated relationships between the maximum coupon rate (the coupon rate in event
of a failure) and market interest rates. The representative coupon rates on March 31, 2009 ranged from 4.25% to 4.69%. The
Company calculates appropriate discount rates for securities that include base interest rates, index spreads over the base rate, and
security-specific spreads. These spreads include the possibility of changes in credit risk over time. At March 31, 2009, the spreads
over the base rate for our securities applied to our securities ranged from 270 basis points to 771 basis points.
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The Company believes that a market participant would require an adjustment to the required rate of return to adjust for the lack of
liquidity. We believe it is not unreasonable to assume a 150 basis points adjustment to the required rate of return and a term of either
three, four or five years to adjust for this lack of liquidity. The increase in the required rate of return decreases the prices of the
securities. However, the assumption of a three, four or five-year term shortens the times to maturity and increases the prices of the
securities. The Company has evaluated the impact of applying each term and the reasonableness of the range indicated by the results.
The Company chose to use a four-year term to adjust for the lack of liquidity as we believe it is the point within the range that is
most representative of fair value. The Company s conclusion is based in part on the fact that the fair values indicated by the results
are reasonable in relation to each other given the nature of the securities and current market conditions.
At March 31, 2009, the fair value of our auction-rate securities, as determined by applying the above described discount rate adjustment
technique, was approximately $227.7 million, representing a 17%, or $38.6 million discount from their original purchase price or par value. We
believe we have appropriately reflected our best estimate of the assumptions that market participants would use in pricing the assets in a current
transaction to sell the asset at the measurement date. Accordingly, the carrying value of our auction-rate securities were reduced by
approximately $6.2 million at March 31, 2009, reflecting the change in fair value for the three months ended March 31, 2009, which the
Company attributes to liquidity issues rather than credit issues. The portion of this decline in fair value related to the Eligible Auction-Rate
Securities was $6.1 million and was recorded in earnings as changes in the fair value of trading securities. The Company has assessed the
portion of the decline in fair value not associated with the Eligible Auction-Rate Securities to be temporary due to the financial condition and
near-term prospects of the underlying issuers, our intent and ability to retain our investment in the issuers for a period of time sufficient to allow
for any anticipated recovery in market value and based on the extent to which fair value is less than par. Accordingly, we recorded a $0.1 million
reduction in shareholders equity in accumulated other comprehensive loss. Securities not subject to the UBS Offer are analyzed each reporting
period for other-than-temporary impairment factors.

Valuation of the Auction-Rate Securities Rights

The Company has determined that an income approach (present value technique) that maximizes the use of observable market inputs is the
preferred approach to measuring the fair value of the auction-rate securities rights. Specifically, the Company used the discount rate adjustment
technique described in Appendix B of SFAS 157 to determine an indication of fair value. The Rights provide the Company with the ability to
sell the Eligible Auction-Rate Securities at par to UBS beginning on June 30, 2010.

The values of the Rights were estimated as the value of a portfolio designed to approximate the cash flows of the UBS Agreement. The portfolio
consists of a bond issued by UBS that will mature equal to the face value of the auction-rate securities, a series of payments that will replicate
the coupons of the auction-rate securities, and a short position in the callable auction-rate security. If the UBS agreement is in the money on the
exercise date, then both the UBS agreement and the replicating portfolio will be worth the difference between the par value of the ARS and the
market value of the ARS. If the UBS agreement is out of the money on the exercise date, then both the replicating portfolio and the UBS
agreement will have no value.

For purposes of valuing the UBS bond, management selected a required rate of return for a UBS obligation based on market factors including
relevant credit default spreads. The rate of return for the auction-rate securities is determined as described above under Valuation of the
Auction-Rate Securities and is used to determine the present value of the coupons of the auction-rate security.

At March 31, 2009, the fair value of our auction-rate securities rights, as determined by applying the above described discount rate adjustment
technique, was approximately $33.6 million. As described above, the Company chose to use a four-year term to adjust for the lack of liquidity
on the auction-rate securities as we believe it is the point within the range that is most representative of fair value. Accordingly, the same term
was used when valuing the Rights. We believe we have appropriately reflected our best estimate of the assumptions that market participants
would use in pricing the asset in a current transaction to sell the asset at the measurement date.

The Company s financial assets measured at fair value on a recurring basis subject to the disclosure requirements of SFAS 157 at March 31,
2009, were as follows (in thousands):

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Other Significant Total
Active Observable Unobservable
Markets Inputs Inputs
for (Level 2) (Level 3)
Identical
Assets

Table of Contents 24



Edgar Filing: ENDO PHARMACEUTICALS HOLDINGS INC - Form 10-Q

(Level 1)
Assets:
Money market funds $ 44,879 $ $ $ 44,879
Auction-rate securities 227,670 227,670
Auction-rate securities rights 33,587 33,587
Equity securities 3,420 3,420
Total $ 48,299 $ $ 261,257 $ 309,556
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The following table presents changes to the Company s financial assets measured at fair value on a recurring basis using significant unobservable
inputs (Level 3) as defined in SFAS 157 for the three months ended March 31, 2009 (in thousands):

Fair Value Measurements Using Significant
Unobservable Inputs (Level 3)

Auction-rate Auction-rate
Securities Securities Rights Total

Balance at January 1, 2009 $ 234,005 $ 27,321 $ 261,326
Transfers to Level 3
Securities sold or redeemed (150) (150)
Securities purchased or acquired
Transfers in and/or (out) of Level 3
Changes in fair value recorded in earnings (6,094) 6,266 172
Unrealized loss included in other comprehensive loss 1) 1)
Balance at March 31, 2009 $ 227,670 $ 33,587 $ 261,257

At March 31, 2009, the fair value of the Company s trading securities was $210.7 million. The following is a summary of available-for-sale
securities held by the Company as of March 31, 2009 and December 31, 2008 (in thousands):

Available-for-sale

Gross Gross
Amortized Unrealized Unrealized
Cost Gains (Losses) Fair Value
March 31, 2009:
Money market funds $44879 $ $ $ 44,879
Total included in cash and cash equivalents 44,879 44,879
Auction-rate securities 18,800 (1,820) 16,980
Equity securities 5,000 (1,580) 3,420
Long-term marketable securities 23,800 (3,400) 20,400
Total available-for-sale securities $68,679 $ $ (34000 $ 65279
Available-for-sale
Gross Gross
Amortized Unrealized  Unrealized
Cost Gains (Losses) Fair Value
December 31, 2008:
Money market funds $356,867 $ $ $ 356,867
Total included in cash and cash equivalents 356,867 356,867
Auction-rate securities 18,800 (1,729) 17,071
Equity securities 5,000 199 5,199
Long-term available-for-sale securities 23,800 199 (1,729) 22,270
Total available-for-sale securities $380,667 $ 199 $ (1,729) $ 379,137
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Equity securities included in Long-term Marketable Securities in the Condensed Consolidated Balance Sheets consists of publicly traded equity
securities which are not held to support current operations. Accordingly, they are classified as non-current assets. Money market funds represent
a type of mutual fund required by law to invest in low-risk securities (for example, U.S. government bonds, U.S. Treasury Bills and commercial
paper). Money market funds are structured to maintain the fund s net asset value at $1 per unit, which assists in ensuring adequate liquidity upon
demand by the holder. Money market funds pay dividends that generally reflect short-term interest rates. Thus, only the dividend yield
fluctuates. As of March 31, 2009 and December 31, 2008 $44.3 million and $356.4 million, respectively, of our money market funds are held in
funds that solely invest in U.S. Treasury Bills.

During the three-month period ended March 31, 2009, we sold $6.7 million of auction-rate securities at par value. There were no realized
holding gains and losses resulting from the sales of our auction rate securities and variable rate demand obligations during the three-month
period ended March 31, 2009 and 2008.

The underlying assets of our auction-rate securities are student loans. Student loans are insured by either the Federal Family Education Loan
Program, or FFELP, or a combination of FFELP and other monocline insurers such as Ambac Assurance Corp., or AMBAC, and MBIA

Insurance Corp, or MBIA. As of April 30, 2009, MBIA was rated Bal by Moody s and BB+ by Standard and Poor s. AMBAC was rated Caal by
Moody s and BBB by Standard and Poor s.

The following table sets forth the fair value of our long-term auction-rate securities by type of security and underlying credit rating as of
March 31, 2009 and December 31, 2008 (in thousands):

As of March 31, 2009 Underlying Credit Rating(1)

AAA AA A Baal Total
Underlying security:
Student loans $139,602 $4,673 $61,411 $21,984 $227,670
Total auction-rate securities included in long-term marketable securities $139,602 $4,673 $61,411 $21,984 $227,670
As of December 31, 2008 Underlying Credit Rating(1)

AAA AA A Total

Underlying security:
Student loans $166,885 $35,302 $31,818 $234,005
Total auction-rate securities included in long-term marketable securities $166,885 $35302 $31,818 $234,005

(1)  Our auction-rate securities maintain split ratings. For purposes of this table, securities are categorized according to their lowest rating.
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As of March 31, 2009, the yields on our long-term auction-rate securities ranged from 0.84% to 1.34%. These yields represent the predetermined
maximum reset rates that occur upon auction failures according to the specific terms within each security s prospectus. As of March 31, 2009, the

weighted average yield for our long-term auction-rate securities was 1.09%. Total interest earned on our auction-rate securities during the

three-month periods ended March 31, 2009 and 2008 was $0.8 million and $5.2 million, respectively. Further, the issuers have been making

interest payments promptly.

The amortized cost and estimated fair value of available-for-sale debt and equity securities by contractual maturities are shown below (in
thousands). Actual maturities may differ from contractual maturities because borrowers may have the right to call or prepay obligations with or
without call or prepayment penalties.

March 31, 2009 December 31, 2008
Amortized Fair Amortized Fair
Cost Value Cost Value

Debt securities:

Due in less than 1 year $ $ $ $
Duein 1 to 5 years

Due in 5 to 10 years

Due after 10 years 18,800 16,980 18,800 17,071
Equity securities 5,000 3,420 5,000 5,199
Total $23,800 $20,400 $23,800 $22,270
4. INVENTORIES

Inventories are comprised of the following at March 31, 2009 and December 31, 2008, respectively (in thousands):

March 31, December 31,

2009 2008
Raw materials $ 10,361 $ 7,157
‘Work-in-process 16,637 10,131
Finished goods 67,710 63,368
Total $ 94,708 $ 80,656

5. ACQUISITIONS
Indevus Pharmaceuticals, Inc.

On February 23, 2009 (the Acquisition Date), the Company, completed its initial tender offer (the Offer) for all outstanding shares of common
stock, par value $0.001 per share (the Indevus Shares), of Indevus Pharmaceuticals, Inc., a Delaware corporation (Indevus). On that day, the
Company accepted for payment in accordance with the terms of the Offer, approximately 60.3 million Indevus Shares representing
approximately 76% of the total outstanding Indevus Shares. Through extensions of the Offer and a subsequent merger (the Merger), the
Company completed its acquisition of Indevus on March 23, 2009, at which time Indevus became a wholly-owned subsidiary of the Company.
The Indevus Shares were purchased at a price of $4.50 per Indevus Share, net to the seller in cash, plus contractual rights to receive up to an
additional $3.00 per Indevus Share in contingent cash consideration payments (the Offer Price), pursuant to the terms of the Agreement and Plan
of Merger, dated as of January 5, 2009. Accordingly, the Company paid approximately $367 million in aggregate initial cash consideration for
the Indevus Shares tendered to the depositary and entered into the Nebido® Contingent Cash Consideration Agreement and the Octreotide
Contingent Consideration Agreement (each as defined in the Merger Agreement), providing for the payment of up to an additional $3.00 per
Indevus Share in contingent cash consideration payments, in accordance with the terms of the Offer.

The total cost to acquire all outstanding Indevus Shares pursuant to the Offer and the Merger could be up to an additional approximately $267
million. As of the date hereof, Endo has paid the entire cost of (i) the initial cash consideration in respect of the Indevus Shares and (ii) the
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outstanding unexercised options. Endo funded the acquisition with existing cash on hand. Indevus common stock ceased trading on NASDAQ at
market close on March 23, 2009.

Indevus Pharmaceuticals, Inc. was a specialty pharmaceutical company engaged in the acquisition, development, and commercialization of
products to treat conditions in urology and endocrinology.
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Indevus s approved products include the following:

Sanctura® (trospium chloride) was launched by Indevus in August 2004. Sanctura® is indicated for the treatment of overactive
bladder (OAB) with symptoms of urge urinary incontinence, urgency and urinary frequency. Indevus currently co-promotes
Sanctura® in the U.S. with its marketing partner, Allergan, Inc.

Sanctura XR  (trospium chloride extended release capsules) is a 60 mg, once-daily formulation of Sanctur$, the only approved
quaternary amine compound clinically proven to effectively treat OAB symptoms in as early as one week, with a low incidence of
side effects. Indevus currently co-promotes Sanctura XR in the U.S. with its marketing partner, Allergan, Inc.

Supprelin® LA was launched by Indevus in June 2007. Supprelin® LA is 12-month hydrogel implant for treating central precocious
puberty (CPP) or the early onset of puberty in children. Supprelin® LA utilizes Indevus s patented Hydrofi Polymer Technology, has
been designed to provide the continuous 12-month administration of a controlled dose of histrelin, a GnRH agonist.

Vantas® was launched by Indevus in the U.S. in November 2004. Vantas® is a soft and flexible 12-month hydrogel implant currently
marketed in the U.S. that provides histrelin, a luteinizing hormone releasing hormone (LHRH) agonist, for the palliative treatment of
advanced prostate cancer. The product utilizes Indevus s patented Hydrofi Polymer Technology that allows for a controlled delivery
of medicine over a 12-month period. In November 2005, Vantas® was approved in Denmark, and in March 2006, received approval
for marketing in Canada from Health Canada. Regulatory approval was granted in May 2007 in Germany, Ireland, Italy, Spain and
the United Kingdom. As of August 2007, Vantas® was approved in Thailand, Singapore, and Malaysia and approval is pending in
Taiwan, Korea, Hong Kong and China. Additionally, Vantas® has been approved and is being marketed in Argentina.

Delatestryl® is a marketed injectable testosterone preparation for the treatment of male hypogonadism. Delatestryl® provides
testosterone enanthate, a derivative of the primary endogenous androgen testosterone, for intramuscular injection.

Hydron® Implant is a subcutaneous, retrievable, non-biodegradable, hydrogel reservoir drug delivery device. The Hydron® Implant is
designed to provide sustained release of a broad spectrum of drugs continuously, at constant, predetermined rates. The Hydron®
Implant is the only soft, flexible, reservoir-based drug delivery system available for parenteral administration. The hydrogel polymer
compositions possess flexible, tissue-like characteristics providing excellent biocompatibility and patient comfort. This technology
serves as the basis for two currently marketed products of Indevus: Vantas® and Supprelin® LA.

Valstar is a sterile solution of valrubicin for intravesical instillation and is the only product approved by the FDA for therapy of
bacillus Calmette-Guerin (BCG)-refractory carcinoma in situ (CIS) of the urinary bladder. Valstar , originally approved by the FDA
in 1998, was withdrawn from the market due to a manufacturing problem involving impurity issues in the original formulation and
was placed on the FDA Drug Shortages List. In April 2007, Indevus submitted a supplemental New Drug Application (sSNDA) to the
FDA seeking approval to reintroduce Valstar and in February 2009 obtained FDA approval of its SNDA for Valstar . We currently
intend to begin to market Valstar during the second half of 2009.

Indevus s primary development products include the following:

A long-acting injectable testosterone preparation for the treatment of male hypogonadism that we have historically referred to as
Nebido®. Nebido® is expected to be the first long-acting testosterone preparation available in the U.S. in the growing market for
testosterone replacement therapies. Indevus acquired U.S. rights to Nebido® from Schering AG, Germany, in July 2005. In June
2008, Indevus received an approvable letter from the FDA indicating that the NDA may be approved if the Company is able to
adequately respond to certain clinical deficiencies related to the product. In September 2008, agreement was reached with the FDA
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with regard to the additional data and risk management strategy. In March 2009, the U.S. Food and Drug Administration (FDA)
accepted for review the complete response submission to the new drug application for Nebido® intramuscular injection. The FDA is
targeting September 2, 2009 as the action date for a decision on this application. On May 6, 2009, we received notice from the FDA
that Nebido® is unacceptable as a proprietary name. The Company is currently preparing a request for review for a new proprietary
name for this product.

PRO 2000, currently in Phase III clinical trials, is a candidate topical microbicide for the prevention of sexually transmitted
infections including infection by the Human Immunodeficiency Virus (HIV), the cause of Acquired Immunodeficiency Syndrome
(AIDS). The compound is believed to block the entry of sexually transmitted disease (STD) pathogens into human cells. In addition
to its demonstrated activity against HIV infection in laboratory tests and animal models, PRO 2000 has been shown to be active
against other STD pathogens such as herpes, chlamydia, and the bacterium that causes gonorrhea. Designed to be applied vaginally
prior to sexual intercourse, PRO 2000 promises to offer a discreet safer sex option that can be controlled by women.

Octreotide implant, currently in Phase III clinical trials for the treatment of acromegaly, utilizes Indevus s patented Hydrofi Polymer
Technology to deliver six months of octreotide, a long-acting octapeptide that mimics the natural hormone somatostatin to block
production of growth hormone (GH). Octreotide is also approved to treat symptoms associated with metastatic carcinoid tumors and
vasoactive intestinal peptide secreting adenomas, which are gastrointestinal tumors. The Octreotide implant is also currently in Phase
II trials for the treatment of carcinoid syndrome.
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Management believes the Company s acquisition of Indevus is particularly significant because it reflects our commitment to expand our business
beyond pain management into complementary medical areas where we believe we can be innovative and competitive. The combined company
will market products through four field sales forces and have the capability to develop innovative new therapies using a novel drug delivery
technology.

The operating results of Indevus from February 23, 2009 to March 31, 2009 are included in the accompanying Condensed Consolidated
Statements of Operations. The Condensed Consolidated Balance Sheet as of March 31, 2009 reflects the acquisition of Indevus, effective
February 23, 2009, the date the Company obtained control of Indevus. The Acquisition Date fair value of the total consideration transferred was
$541.6 million, which consisted of the following (in thousands):

Fair Value of

Consideration

Transferred

Cash $ 367,221
Contingent consideration 174,350
Total $ 541,571

The Contingent Consideration relates to the amounts payable under the Nebido® Contingent Cash Consideration Agreement and the Octreotide
Contingent Consideration Agreement. In the event that Indevus receives an approval letter from the FDA with respect to the Nebido® NDA on
or before the third anniversary of the time at which we purchased the Indevus Shares in the Offer, then the Company will, subject to the terms
described below, (i) pay an additional $2.00 per Indevus Share to the former stockholders of Indevus, if such approval letter grants the right to
market and sell Nebido® immediately and provides labeling for Nebido® that does not contain a boxed warning (Nebfl&Vith Label) or
alternatively, (ii) pay an additional $1.00 per Indevus Share, if such approval letter grants the right to market and sell Nebido® immediately and
provides labeling for Nebido® that contains a boxed warning (Nebfil®Vithout Label). In the event that either a Nebido® With Label Approval
or a Nebido® Without Label Approval has not been obtained prior to the third anniversary of the Effective Time, then the Company will not pay,
and the former stockholders shall not receive, the Nebido® With Label Contingent Cash Consideration Payment or the Nebido® Without Label
Contingent Cash Consideration Payment, as applicable.

Further, in the event that the Nebido® Without Label Approval is received and subsequently, Endo and its subsidiaries publicly report audited
financial statements which reflect net sales of Nebido® of at least $125.0 million, on or prior to the fifth anniversary of the date of the first
commercial sale of Nebido®, then the Company will, subject to the terms described below, pay an additional $1.00 per Share to the former
stockholders of Indevus. In the event that the Nebido® Net Sales Event does not occur prior to the fifth anniversary of the date of the first
commercial sale of Nebido® then Purchaser will not pay, and tendering stockholders shall not receive, the Nebido® Net Sales Contingent Cash
Consideration Payment.

Endo has deposited $175.0 million in cash with a paying agent pursuant to the terms of the Nebido® Contingent Cash Consideration Agreement,
which amount is consistent with the aggregate amount payable to the former Indevus stockholders if the Nebido® approval is obtained and is not
subject to a boxed warning label (described above) by the FDA, and will be paid to the former Indevus stockholders under the terms of the
Nebido® Contingent Cash Consideration Agreement. This amount is included in our restricted cash balance in the accompanying Condensed
Consolidated Balance Sheet and is restricted through December 15, 2009.

The range of the undiscounted amounts the Company could pay under the Nebido® Contingent Cash Consideration Agreement is between $0
and approximately $175 million. The fair value of the Nebido® contingent consideration recognized on the acquisition date is $134.1 million and
represents the current portion of the estimated amount due seller line item in the Condensed Consolidated Balance Sheets. We determined the
fair value of the Nebido® contingent consideration based on a probability-weighted income approach. This fair value measurement is based on
significant inputs not observable in the market and thus represents a Level 3 measurement as defined in SFAS 157. Under the Nebido®
Contingent Cash Consideration Agreement, there are three scenarios that could potentially lead to amounts being paid to the former shareholders
of Indevus. These scenarios are (1) obtaining a Nebido® With Label approval, (2) obtaining a Nebido® Without Label approval and (3) achieving
the $125.0 million sales milestone on or prior to the fifth anniversary of the date of the first commercial sale of Nebido® should the Nebido®
Without Label approval be obtained. The fourth scenario is Nebido® not receiving approval within three years of the Acquisition Date, which
would result in no payment to the former shareholders of Indevus. Each scenario was assigned a probability based on the current regulatory
status of Nebido®. The resultant probability-weighted cash flows were then discounted using a discount rate of U.S. Prime plus 300 basis points,
which the Company believes is appropriate and is representative of a market participant assumption.

Table of Contents 33



Edgar Filing: ENDO PHARMACEUTICALS HOLDINGS INC - Form 10-Q

Similarly, in the event that an approval letter from the FDA is received with respect to an Octreotide NDA (such approval letter, the Octreotide
Approval) on or before the fourth anniversary of the Acquisition Date, then the Company will, subject to the terms described below, pay an
additional $1.00 per Indevus Share to the former stockholders of Indevus (such payment, the Octreotide Contingent Cash Consideration
Payment). In the event that an Octreotide Approval has not been obtained prior to the fourth anniversary of the Acquisition Date, then the
Company will not pay, and the former stockholders shall not receive, the Octreotide Contingent Cash Consideration Payment.
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The range of the undiscounted amounts the Company could pay under the Octreotide Contingent Consideration Agreement is between $0 and
approximately $91 million. The fair value of the Octreotide contingent consideration recognized on the acquisition date is $40.2 million and
represents the long-term portion of the estimated amount due seller line item in the Condensed Consolidated Balance Sheets. We determined the
fair value of the Octreotide Contingent Consideration Agreement based on a probability-weighted income approach. This fair value
measurement is based on significant inputs not observable in the market and thus represents a Level 3 measurement as defined in SFAS 157.
Under the Octreotide Contingent Cash Consideration Agreement, the two scenarios that require consideration are (1) FDA approval with respect
to an Octreotide NDA (such approval letter, the Octreotide Approval) on or before the fourth anniversary of the Acquisition Date or (2) no FDA
approval with respect to an Octreotide NDA on or before the fourth anniversary of the Acquisition Date. Each scenario was assigned a
probability based on the current development stage of Octreotide. The resultant probability-weighted cash flows were then discounted using a
discount rate of U.S. Prime plus 300 basis points, which the Company believes is appropriate and is representative of a market participant
assumption.

As of March 31, 2009, there were no changes in the recognized amounts or range of outcomes for the contingent consideration recognized as a
result of the acquisition of Indevus.

In addition to the potential payouts under the Nebido® Contingent Consideration Agreement and the Octreotide Contingent Consideration
Agreement the Company has assumed a pre-existing contingent consideration obligation relating to Indevus s previously consummated
acquisition of Valera Pharmaceuticals, Inc (Valera Contingent Consideration) on April 18, 2007. The pre-existing contingent consideration
related to the rights of Valera shareholders to receive additional Indevus Shares based on an agreed upon conversion factor if FDA approval of
the Octreotide implant for the treatment for acromegaly is achieved within five years of the closing of Indevus s acquisition of Valera, or

April 18, 2012. Upon Endo s acquisition of Indevus, each Valera shareholder s right to receive additional Indevus Shares was converted into the
right to receive $4.50 per Indevus Share plus contractual rights to receive up to an additional $3.00 per Indevus Share in contingent cash
consideration payments. These amounts would only be payable upon the approval of the Octreotide implant.

In accordance with SFAS 141(R), the Company is accounting for the Valera Contingent Consideration in the same manner as if it had entered
into that arrangement with respect to its acquisition of Indevus. Accordingly, the fair value of the Valera Contingent Consideration recognized
on the acquisition date is $13.7 million and is included in other non-current liabilities in the Condensed Consolidated Balance Sheets. Fair value
was estimated based on a probability-weighted discounted cash flow model, or income approach. This fair value measurement is based on
significant inputs not observable in the market and thus represents a Level 3 measurement as defined in SFAS 157. The fair value of the Valera
Contingent Consideration is estimated using the same assumptions used for the Nebido® and Octreotide Contingent Cash Consideration
Agreements, except that the probabilities associated with the Nebido® Contingent Cash Consideration Agreement have been compounded
further by the probability of obtaining the Octreotide Approval on or before the fourth anniversary of the Acquisition Date. This is due to the
fact that the Valera Contingent Consideration will not be paid unless Octreotide for the treatment of acromegaly is approved.

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the Acquisition Date (in thousands):

February 23,
2009

Cash and cash equivalents $ 117,675
Accounts receivable 13,725
Inventories 15,808
Prepaid and other current assets 8,327
Property, plant and equipment 8,266
Other intangible assets 586,900
Deferred tax assets 159,769
Other non-current assets 764
Total identifiable assets $ 911,234
Accounts payable $ (5,081)
Accrued expenses (27,357)
Convertible notes (71,682)
Non-recourse notes (115,235)
Deferred tax liabilities (234,599)
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Other non-current liabilities
Total liabilities assumed

Net identifiable assets acquired
Goodwill

Net assets acquired
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(18,199)

(472,153)

$ 439,081
$ 102,490

$ 541,571
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The above estimated fair values of assets acquired and liabilities assumed are provisional and are based on the information that was available as
of the acquisition date to estimate the fair value of assets acquired and liabilities assumed. The Company believes that information provides a
reasonable basis for estimating the fair values of assets acquired and liabilities assumed but the Company is waiting for additional information
necessary to finalize those fair values. Thus, the provisional measurements of fair value reflected are subject to change. Such changes could be
significant. The Company expects to finalize the valuation and complete the purchase price allocation as soon as practicable but no later than
one-year from the acquisition date.

Of the $586.9 million of acquired intangible assets, $312.9 million was provisionally assigned to in-process research and development. The
remaining $274.0 million was provisionally assigned to License Rights and is subject to a provisional weighted average useful life of
approximately 12 years.

The valuation of the intangible assets acquired and related amortization periods are as follows:

Amortization
Valuation Period
(in millions) (in years)
In Process Research & Development:
Valstar™ $ 62.0 n/a
Nebido® 120.0 n/a
Octreotide 75.0 n/a
Pagoclone 24.0 n/a
Pro 2000 30.0 n/a
Other 1.9 n/a
Total $ 3129 n/a
License Rights:
Hydron® Polymer $ 25.0 17
Vantas® 22.0 6
Sanctura® Franchise 90.0 14
Supprelin® LA 136.0 10
Other 1.0 4
Total $ 2740 12
Total intangible assets $ 5869

The fair value of the in-process research and development (IPR&D) assets and License Rights assets, with the exception of the Hydron®
Polymer Technology, were estimated using an income approach. Under this method, an intangible asset s fair value is equal to the present value
of the incremental after-tax cash flows (excess earnings) attributable solely to the intangible asset over its remaining useful life. To calculate fair
value, the Company used probability-weighted cash flows discounted at rates considered appropriate given the inherent risks associated with
each type of asset. The Company believes that the level and timing of cash flows appropriately reflect
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market participant assumptions. Cash flows were generally assumed to extend either through or beyond the patent life of each product,
depending on the circumstances particular to each product. The fair value of the Hydron® Polymer Technology was estimated using an income
approach, specifically known as the relief from royalty method pursuant to SFAS 157. The relief from royalty method is based on a hypothetical
royalty stream that would be received if the Company were to out-license the technology. The Hydron® Polymer Technology is currently used in
the following products: Vantas®, Supprelin® LA and Octreotide. Thus, we derived the hypothetical royalty income from the projected revenues
of those drugs. The fair value of the Hydron® Polymer Technology also includes an existing royalty of 3% payable by the Company to the
Population Council based on the net sales derived from drugs that use the Hydron® Polymer Technology. Discount rates applied to the estimated
cash flows for all intangible assets acquired ranged from 15% to 19%, depending on the current stage of development, the overall risk associated
with the particular project or product and other market factors. We believe the discount rates used are consistent with a market participant s
perspective.

The $102.5 million of goodwill is currently assigned to our pharmaceutical products segment, which is our only segment as of March 31, 2009.
This assignment is subject to change as this business combination could lead to additional reportable segments in the future. The goodwill
recognized is attributable primarily to the potential additional applications for the Hydron® Polymer Technology, expected corporate synergies,
the assembled workforce of Indevus and other factors. None of the goodwill is expected to be deductible for income tax purposes. As of
March 31, 2009, there were no changes in the recognized amounts of goodwill resulting from the acquisition of Indevus.

The deferred tax assets of $159.8 million are related principally to federal net operating loss carryforwards of Indevus Pharmaceuticals, Inc. and
subsidiaries. The deferred tax liabilities of $234.6 million related principally to the difference between the book basis and tax basis of
identifiable intangible assets. To the extent of any change to the provisional fair values of the intangible assets or other items there also would be
a change to the related deferred tax assets and liabilities that have been recorded at the acquisition date.

The Company recognized $26.4 million of acquisition-related costs that were expensed in the current period. These costs are included in line
item entitled Acquisition-related costs in the accompanying Condensed Consolidated Statements of Operations and are comprised of the
following items (in thousands):

Acquisition-related

Costs
Investment bank fees $ 13,030
Accounting / legal 5,889
Separation costs 6,969
Other 517
Total $ 26,405

The amounts of revenue and net loss of Indevus included in the Company s Condensed Consolidated Statements of Operations from the
Acquisition date to the period ending March 31, 2009 are as follows (in thousands, except per share data):

Revenue and
Losses included
in
the Condensed
Consolidated
Statements of
Operations from
February 23, 2009

to March 31,
2009
Revenue $ 7,916
Net loss $ (11,252)
Basic and diluted loss per share $ (0.10)

The following supplemental pro forma information presents the financial results as if the acquisition of Indevus had occurred January 1, 2009 for
the three months ended March 31, 2009 and on January 1, 2008 for the three months ended March 31, 2008. This supplemental pro forma
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information has been prepared for comparative purposes and does not purport to be indicative of what would have occurred had the acquisition

been made on January 1, 2008 or January 1, 2009, nor are they indicative of any future results.

Pro forma consolidated results (in thousands, except per share data):
Revenue

Net income

Basic earnings per share

Diluted earnings per share

18
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Quarter ended
March 31,

March 31,
2009

$ 345,599
$ 21,913
$ 0.6
$ 016

2008

$305,211

$
$
$

20,914
0.16
0.16
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These amounts have been calculated after applying the Company s accounting policies and adjusting the results of Indevus to reflect a different
revenue recognition model, the additional depreciation and amortization that would have been charged assuming the fair value adjustments to
property, plant and equipment, intangible assets, unfavorable leases and current and long-term debt, had been applied on January 1, 2009 or
2008, as applicable, together with the consequential tax effects.

RxKinetix, Inc.

On October 12, 2006, the Company acquired all of the outstanding common stock of privately held RxKinetix, Inc. RxKinetix specialized in
developing new therapeutics focused on improving the quality of life for patients being treated for cancer. RxKinetix s most advanced product,
now named EN3285, was, as of the acquisition date, in clinical Phase II for the prevention of oral mucositis, a painful, debilitating and often
dose-limiting side effect that afflicts many patients being treated for cancer with radiation and/or chemotherapy. All of the purchased in-process
research and development value from this transaction was assigned to EN3285 since the other products, as of the acquisition date, were very
early stage and did not meet the criteria to be recognized as assets.

In December 2007, the Company initiated the first of two phase III clinical trials of EN3285 for the prevention or delay of oral mucositis (OM).
Endo had agreed to the trial design with the FDA under the Special Protocol Assessment (SPA) process. In March 2008, the first dosage of EN
3285 was administered to a patient enrolled in the clinical phase III trial, triggering a contingent purchase consideration payment in the amount
of $15 million that was made in March 2008. In April 2008, the FDA notified us that they were placing our studies on clinical hold pending the
submission to the FDA of additional pre-clinical data. In February 2009, the Company decided to discontinue all development activities related
to EN3285.

6. LICENSE AND COLLABORATION AGREEMENTS
Commercial Products
Novartis AG

On March 4, 2008, we entered into a license and supply agreement (referred to as the Voltaren ® Gel Agreement) with and among Novartis AG
and Novartis Consumer Health, Inc., (referred to as Novartis), to obtain the exclusive U.S. marketing rights for the prescription medicine
Voltaren® Gel (diclofenac sodium topical gel) 1% (referred to as Voltaren® Gel or Licensed Product). Voltaren® Gel received regulatory
approval in October 2007 from the U.S. Food and Drug Administration (FDA), becoming the first topical prescription treatment for use in
treating pain associated with osteoarthritis and the first new product approved in the U.S. for osteoarthritis since 2001. Voltaren® Gel has been
granted marketing exclusivity in the U.S. as a prescription medicine until at least October 2010.

Under the terms of the five-year Voltaren® Gel Agreement, Endo made an upfront cash payment of $85 million. Endo has agreed to pay
royalties to Novartis AG on annual Net Sales of the Licensed Product, subject to certain thresholds as defined in the Voltaren® Gel Agreement.
In addition, Endo has agreed to make certain guaranteed minimum annual royalty payments of $30 million per year payable in the fourth and
fifth year of the Voltaren® Gel Agreement, subject to certain limitations as defined in the Voltaren® Gel Agreement. These guaranteed minimum
royalties will be creditable against royalty payments on a Voltaren® Gel Agreement year basis such that Endo s obligation with respect to each
Voltaren® Gel Agreement year is to pay the greater of (i) royalties payable based on annual net sales of the Licensed Product or (ii) the
guaranteed minimum royalty for such Voltaren® Gel Agreement year. No royalty payments were payable to Novartis during the three months
ended March 31, 2009 or 2008. Novartis is also eligible to receive a one-time milestone payment of $25 million if annual net sales of Voltaren®
Gel exceed $300 million in the U.S. The $85 million upfront payment and the present value of the guaranteed minimum royalties have been
capitalized as an intangible asset in the amount of $129.0 million, representing the fair value of the exclusive license to market Voltaren® Gel.
We are amortizing this intangible asset over its estimated useful life of approximately 5 years.

Endo shall be solely responsible to commercialize the Licensed Product during the term of the Novartis Agreement. With respect to each year
during the term of the Voltaren® Gel Agreement, Endo is required to expend a minimum amount of annual advertising and promotional expenses
on the commercialization of the Licensed Product, subject to certain limitations as provided for under the Voltaren® Gel Agreement. In addition,
Endo will be required to perform a minimum number of face-to-face one-on-one discussions with physicians and other healthcare practitioners
(referred to as details) for the purpose of promoting the Licensed Product within its approved indication during each year of the Voltaren® Gel
Agreement, subject to certain provisions under the Voltaren® Gel Agreement. Further, during the term of the Voltaren® Gel Agreement, Endo
will share in the costs of certain clinical studies and development activities initiated at the request of the FDA or as considered appropriate by
Novartis and Endo.
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During the term of the Voltaren® Gel Agreement, Endo has agreed to purchase all of its requirements for the Licensed Product from Novartis.
The price of product purchased under the Voltaren® Gel Agreement is fixed for the first year and subject to annual changes based upon changes
in the producer price index and raw materials as set forth in the Voltaren® Gel Agreement. Endo has an existing long-term manufacturing and
development agreement with Novartis whereby Novartis has agreed to manufacture certain of our commercial products and products in
development.

Novartis has the exclusive right, at its sole discretion, to effect a switch of the Licensed Product from a prescription product to an
over-the-counter (OTC) product in the United States (referred to as an OTC Switch) by filing an amendment or supplement to the Licensed
Product New Drug Application or taking any other action necessary or advisable in connection therewith to effect the OTC Switch, and
thereafter to commercialize such OTC product. Notwithstanding the foregoing, Novartis shall not launch an OTC equivalent product prior to a
time specified in the Voltaren® Gel Agreement, and Novartis shall not take any action that results in the loss of the prescription product status
for the Licensed Product prior to such time. Novartis will notify Endo if it submits a filing to the FDA in respect of an OTC equivalent product.
In the event that Novartis gains approval of an OTC equivalent product that results in the Licensed Product being declassified as a prescription
product, then Novartis will make certain royalty payments to Endo on net sales of such OTC equivalent product in the United States by Novartis,
its affiliates and their respective licensees or sublicensees as set forth in the Voltaren® Gel Agreement, provided that, and subject to certain
limitations and provisions as set forth in the Voltaren® Gel Agreement. As a condition to the payment of any and all such royalties, net sales of
the Licensed Product in the United States must have exceeded a certain threshold as defined in the Voltaren® Gel Agreement prior to the launch
of the OTC equivalent product by Novartis or its affiliates.

The initial term of the Voltaren® Gel Agreement will expire on June 30, 2013. Endo has the option to extend the Voltaren® Gel Agreement for
two successive one (1) year terms (each referred to as a Renewal Term) beyond the initial term. The Voltaren® Gel Agreement will remain in
place after the first two Renewal Terms unless either party provides written notice of non-renewal to the other party at least six (6) months prior
to the expiration of any Renewal Term after the first Renewal Term or the Voltaren® Gel Agreement is otherwise terminated in accordance with
its terms. Among other standard and customary termination rights granted under the Voltaren® Gel Agreement, the Voltaren® Gel Agreement
can be terminated by either party upon reasonable written notice, if either party has committed a material breach that has not been remedied
within ninety (90) days from the giving of written notice. Endo may terminate the Voltaren® Gel Agreement by written notice upon the
occurrence of several events, including the launch in the United States of a generic to the Licensed Product. Novartis may terminate the
Voltaren® Gel Agreement upon reasonable written notice (1) if Endo fails to deliver a set percentage of the minimum details in any given six
(6)-month period under the Voltaren® Gel Agreement; or (2) on or after the launch in the United States of an OTC equivalent product by
Novartis, its affiliates or any third party that does not result in the declassification of the Licensed Product as a prescription product, following
which net sales in any six-month period under the Voltaren® Gel Agreement are less than a certain defined dollar amount.

Hind Healthcare Inc.

In November 1998, Endo entered into a license agreement (referred to as the Hind License Agreement) with Hind Healthcare Inc., or Hind, for
the sole and exclusive right to develop, use, market, promote and sell Lidoderm® in the United States. Under the terms of the Hind License
Agreement, Endo paid Hind approximately $10 million based upon the achievement of certain milestones and capitalized this amount as an
intangible asset representing the fair value of these exclusive rights. In addition, Endo pays Hind nonrefundable royalties based on net sales of
Lidoderm®. Royalties are recorded as a reduction to net sales due to the nature of the license agreement and the characteristics of the license
involvement by Hind in Lidoderm®. The royalty rate is 10% of net sales through the shorter of (1) the expiration of the last licensed patent or
(2) November 20, 2011, including a minimum royalty of at least $500,000 per year. During the three-month periods ended March 31, 2009 and
2008 we recorded $19.0 million and $20.0 million for these royalties to Hind, respectively, which were recorded as a reduction to net sales. In
March 2002, we extended this license with Hind to cover Lidoderm® in Canada and Mexico.

Penwest Pharmaceuticals Co.

In September 1997, we entered into a collaboration agreement with Penwest Pharmaceuticals Co. to exclusively co-develop opioid analgesic
products for pain management, using Penwest s patent-protected proprietary technology, for commercial sale worldwide. On April 2, 2002, we
amended and restated this strategic alliance agreement between the parties (the 2002 Agreement) to provide, among other things, that this
collaboration would cover only the opioid analgesic product, oxymorphone ER, now known as Opana® ER. We had historically shared, on an
equal basis, the costs of products developed under this agreement. On March 18, 2003, we received notice from
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Penwest that it was exercising its right under the agreement to cease funding its share of the development and pre-launch marketing costs of
oxymorphone ER on account of their concern about their ability to access external capital funding opportunities in the future. Accordingly, we
were responsible for funding 100% of these remaining costs until June 22, 2006, the date on which oxymorphone ER received FDA approval. In
January 2007, the Company and Penwest entered into an amendment (the 2007 Amendment) to the 2002 Agreement. Under the terms of the
2007 Amendment, Endo and Penwest agreed to restructure the 2002 Agreement to provide that royalties payable to Penwest for U.S. sales of
Opana® ER will be calculated based on net sales of the product rather than on operating profit, and to change certain other provisions of the 2002
Agreement. The 2007 Amendment also resolved the parties ongoing disagreement with regard to sharing of marketing expenses during the
period prior to when Opana® ER reaches profitability. The key financial terms of the 2007 Amendment are summarized as follows:

With respect to U.S. sales of Opana® ER, Endo s royalty payments to Penwest will be calculated starting at 22% of annual net sales of
the product, and, based on agreed-upon levels of annual net sales achieved, the royalty rate can increase to a maximum of 30%.

No royalty payments will be due to Penwest for the first $41 million of royalties that would otherwise have been payable beginning
from the time of the product launch in July 2006.

Penwest is entitled to receive milestone payments of up to $90 million based upon the achievement of certain agreed-upon annual
sales thresholds.

In 2003, Penwest opted out of funding development costs for Opana® ER. Under the 2007 Amendment, the parties have agreed that
Penwest s share of these unfunded development costs will be fixed at $28 million and will be recouped by Endo through a temporary
50% reduction in royalties payable to Penwest. As of March 31, 2009, Endo has recouped approximately $9.4 million of these
unfunded development costs.
Royalties will be reduced by fifty percent (50%) until we recoup our previously recognized unfunded development costs, after which time
royalties will be payable on annual net sales based on the royalty rates described above. In September 2008, the $41 million royalty threshold
was met. As a result, we began incurring royalties on the net sales of Opana® ER. Such royalties will be reduced by fifty percent (50%) until we
recoup Penwest s share of the unfunded development costs of $28 million, after which time royalties will be payable on annual net sales based on
the royalty rates described above. During the three months ended March 31, 2009, we recorded in costs of sales, royalties on the net sales of
Opana® ER of approximately $4.4 million. No royalties were payable during the three months ended March 31, 2008.

Vernalis Development Limited

In July 2004, we entered into a license agreement and a loan agreement with Vernalis Development Limited, or Vernalis, under which Vernalis
agreed to license exclusively to us rights to market Frova® (frovatriptan succinate) in North America. Launched in the U.S. in June 2002, Frova®
is indicated for the acute treatment of migraine headaches in adults. Under the terms of the license agreement, we paid Vernalis an upfront fee of
$30 million and were required to make anniversary payments for the first two years at $15 million in 2005 and 2006 (both $15 million
anniversary payments have been made). Under the loan agreement, we provided Vernalis with a loan of $50 million in August 2004. We
capitalized the $30 million up-front payment, the present value of the two $15 million anniversary payments and the difference of $6.2 million
between the face amount of the loan and its present value at inception as an intangible asset representing the fair value of the exclusive license to
market Frova®. We are amortizing this intangible asset into cost of sales over approximately 12.5 years.

Under the terms of the license agreement with Vernalis, we would have been required to make a $40 million milestone payment upon FDA
approval for the short-term prevention of menstrual migraine indication. In September 2007, the FDA issued to the Company and our
development partner Vernalis, a not approvable letter pertaining to our supplemental new drug application (SNDA) for Fré¥for the additional
indication of short-term prevention of menstrual migraine. In April 2008, Endo notified the FDA of the withdrawal of the sSNDA without
prejudice to refiling as afforded under 21 CFR 314.65 for Frova® (frovatriptan succinate) 2.5 mg tablets. Frova® is approved and marketed for
the acute treatment of migraine with or without aura in adults.

In addition, Vernalis could receive one-time milestone payments for the achievement of defined annual net sales targets. These sales
milestone payments increase based on increasing net sales targets ranging from a milestone of $10 million on $200 million in net sales to a
milestone of $75 million on $1.2 billion in net sales. These sales milestones could total up to $255 million if all of the defined net sales targets
are achieved. Beginning on January 1, 2007, we began paying royalties to Vernalis based on the net sales of Frova®. We withheld 50% of those
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royalties and used the withholding to offset a portion of the unpaid accrued interest on the note receivable. The term of the license agreement is
for the shorter of the time (i) that there are valid claims on the Vernalis patents covering Frova® or there is market exclusivity granted by a
regulatory authority, whichever is longer, or (ii) until the date on which a generic version of Frova® is first offered, but in no event longer than
20 years. We can terminate the license agreement under certain circumstances, including upon one years written notice. In July 2007, Vernalis
and Endo entered into Amendment No. 3 (Amendment No. 3) to the License Agreement dated July 14, 2004. Under Amendment No. 3, Vernalis
granted to Endo, a sole and exclusive (even as against Vernalis) license to make, have made, use, commercialize and have commercialized the
product Frova® (frovatriptan) in Canada, under the Canadian Trademark.
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On July 1, 2005, we entered into a co-promotion agreement, as amended on December 22, 2005, with Vernalis. The co-promotion agreement, as
amended, was related to the above described license agreement under which Vernalis agreed to exclusively license to us rights to market the
product Frova® in North America. Pursuant to the license agreement, Vernalis had retained rights to co-promote Frova® in the United States and
exercised its co-promotion option effective January 2006. Concurrent with the execution of Amendment No. 4 to the License Agreement (see
below), the co-promotion agreement was terminated.

In February 2008, we entered into a termination agreement with Vernalis to terminate the existing loan agreement between the parties and to
settle the outstanding note receivable. Concurrent with the termination agreement, we entered into Amendment No. 4 to the 2004 License
Agreement between Vernalis and the Company (Amendment No. 4). In addition to amending certain specific terms and conditions of the
License Agreement, Amendment No. 4 sets forth an annual minimum net sales threshold such that no royalties will be due on annual U.S. net
sales of Frova® less than $85 million. Prior to this amendment, royalties were payable by us to Vernalis on all net sales of Frova® in the United
States. Now, once the annual minimum net sales amount is reached, royalty payments will be due only on the portion of annual net sales that
exceed the $85 million threshold. We received a cash payment from Vernalis of $7 million and acquired an intangible asset representing a future
royalty stream on the net sales of Frova® as consideration for the full settlement of the note receivable.

The fair value of the royalty stream that we acquired as a result of the settlement of the note receivable was calculated using the present value of
expected future cash flows using a discount rate that we considered to be appropriate given the inherent risk in the timing and the amount of
estimated cash flows. Our estimate of expected future cash flows was based on the royalty savings that we expect to realize as a result of
Amendment No. 4 described above. Based upon our analysis, the fair value of the royalties that we would have otherwise been required to pay
plus the $7 million cash payment made by Vernalis to us in February 2008 was sufficient to recover the amounts owed to us.

Accordingly, we recorded the intangible asset on our books in an amount equal to the book value of the note receivable surrendered, after
applying the $7 million payment received from Vernalis, or $46.7 million. We are amortizing this acquired intangible asset, into costs of sales,
on a straight-line basis over its estimated useful life of nine (9) years. The nine-year estimated useful life is consistent with the period of time we
currently expect to maximize use of the asset without the significant risk of generic competition for Frova®.

Allergan/Esprit

In September 2007, Indevus Pharmaceuticals, Inc., or Indevus (now known as Endo Pharmaceuticals Solutions Inc.), entered into an Amended
and Restated License, Commercialization and Supply Agreement with Esprit Pharma, Inc (Esprit), which re-defined the obligations of each

party and superseded all previous agreements (the Allergan Agreement). On October 16, 2007, the effective date of the Allergan Agreement,
Allergan, Inc. (Allergan) acquired Esprit resulting in Esprit being a wholly-owned subsidiary of Allergan. Upon effectiveness of the Allergan
Agreement, Indevus received the right to receive a fixed percentage of net sales for the term of the Allergan Agreement, subject to increasing
annual minimum royalties. Aggregate minimum royalties for the remainder of the Allergan Agreement amount to approximately $112 million,
provided there is no product adverse event, as defined in the Allergan Agreement. Commencing January 1, 2010, or earlier in the case of generic
competition, Allergan has the right to reduce, subject to quarterly and annual restrictions, royalty payments by $20 million in the aggregate. The
Company may also receive a payment of $20 million related to a long-term commercialization milestone related to generic competition. Lastly,
all third-party royalties paid by the Company as a result of existing licensing, manufacturing and supply agreements associated with sales of
Sanctura® and Sanctura XR  will be reimbursed to the Company by Allergan up to six percent (6%) of net sales. Pursuant to the Allergan
Agreement, on August 13, 2008, Allergan assumed responsibility to manufacture Sanctura XR for its use. Additionally, in March 2009, Allergan
assumed responsibility to manufacture Sanctura® for its use. The Allergan Agreement expires on the later of the twelfth annual anniversary of
the launch of Sanctura XR or the last to expire patent covering Sanctura XR in the United States. Either party may also terminate the Allergan
Agreement under certain customary conditions of breach. In August 2008, Indevus assigned its rights to receive a fixed percentage of net sales
and $20 million related to a long-term commercialization milestone related to generic competition to the holders of the non-recourse Notes (see
Note 12). The Allergan Agreement superseded all previous agreements with Esprit or its predecessors pertaining to Sanctura® and Sanctura XR .

In May 2008, together with Madaus AG (Madaus), Indevus also licensed to Allergan the exclusive right to develop, manufacture, and

commercialize Sanctura XR in Canada. As a result, the Company could receive milestone payments upon achievement of certain sales
thresholds. In addition, third-party royalties owed by the Company on net sales in Canada will be reimbursed by Allergan. This agreement will
expire after the later of the expiration of the last applicable patent or our third party royalty obligation, after which Allergan will have a
fully-paid license.

Madaus

In November 1999, Indevus entered into an agreement with Madaus AG (Madaus) under which Indevus licensed exclusive rights under Madaus
patents and know-how to develop and market certain products, including Sanctura® in the United States. In exchange for these rights, Indevus
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agreed to pay Madaus potential regulatory and sales milestone payments and royalties on net sales of the licensed products or, if sublicensed by
Indevus, a portion of royalties received from its sublicensee on net sales of the licensed product by the
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sublicensee, in lieu of royalty payments. The agreement expires on the tenth annual anniversary of the launch of Sanctura XR provided either
party may also terminate this agreement under certain customary conditions of breach. The term of the agreement continues for ten years from
the first commercial sale of each licensed product, after which the license is fully paid for that licensed product.

In November 2006, Indevus entered into (i) a License and Supply Agreement and (ii) an amendment to its original license agreement with
Madaus (collectively, the Madaus Agreements). Under the Madaus Agreements, Indevus agreed to (a) purchase from Madaus all required

trospium active pharmaceutical ingredient for production of Sanctura XR through November 2007, (b) license to Madaus the rights to sell
Sanctura XR in all countries outside of the U.S. (the Madaus Territory) except Canada, Japan, Korea and China (the Joint Territory), (c) pay to
Madaus a fee based on the number of capsules of Sanctura XR sold in the U.S. through the earlier of August 23, 2014 or upon generic
formulations achieving a predetermined market share, (d) supply Sanctura XR to Madaus for a specified period of time, (e) provide development
committee support for a defined period, and (f) provide future know-how to Madaus. In exchange, Madaus (a) waived all rights to manufacture
Sanctura XR, (b) will purchase Sanctura XR from Indevus at cost plus a fee based on the number of Sanctura XR capsules sold in the Madaus
Territory, and (c) will make payments upon the achievement of certain commercial milestones and royalties based on future sales of Sanctura

XR in the Madaus Territory. The Company and Madaus will share the economics of development and commercialization in the countries in the
Joint Territory. If either party decides not to pursue development and commercialization of Sanctura XR in any country in the Joint Territory,
the other party has the right to develop and commercialize Sanctura XR in that country. Madaus is also due a portion of royalties the Company
receives for Sanctura” and Sanctura XR subject to a minimum of 4% of net sales, which is offsetable by any third party royalties owed by the

Company. The term of the Madaus Agreement for Sanctura XR extends until the expiration, on a country-by-country basis, of all royalty
obligations owed to the Company from Madaus which ceases upon the last to expire applicable patent in the Madaus territory. Either party may
also terminate this agreement under certain customary conditions of breach.

Supernus

In March 2003, Indevus signed a development and license agreement with Supernus Pharmaceuticals, Inc. (Supernus) under which Supernus

developed Sanctura XR and granted exclusive, worldwide rights under Supernus-related patents and know-how to Indevus. The agreement
includes potential future development and commercialization milestone payments from the Company to Supernus, including royalties based on
sales of Sanctura XR , and potential future development and commercialization milestone payments for up to an aggregate of $2.4 million

pertaining to the launch of Sanctura XR in certain geographic areas. In addition, the agreement includes potential future development and
commercialization milestone payments for up to an aggregate of $4.5 million pertaining to the launch of new formulations and over-the-counter

products. The Company is responsible for all development costs and the commercialization of Sanctura XR under this agreement. This
agreement continues until the earlier of, in any particular country, (i) the last date on which the manufacture, use or sale of licensed product in
such country would infringe a valid claim of a licensed patent in such country but for the license granted by the agreement; or (ii) 12 years from
the date of first commercial sale of licensed product in such country. Either party may also terminate this agreement under certain customary
conditions of breach or by mutual consent.

The Population Council

The Company markets its products utilizing the Hydron® Polymer Technology pursuant to an existing agreement between Indevus and the
Population Council. Subject to earlier termination by either party under certain customary conditions of breach, the term of the agreement is the
shorter of twenty-five years from October 1997 or until the date on which The Population Council receives approximately $40 million in
payments from the Company. The Company is required to pay to The Population Council 3% of its net sales of Vantas® and any polymer
implant containing an LHRH analog. The Population Council is also entitled to receive royalties ranging from 0.5% of net sales to 4% of net
sales under certain conditions. The Population Council is entitled to 30% of certain profits and payments in certain territories received by the
Company from the licensing of Vantas® or any other polymer implant containing an LHRH analog and 5% for other implants.

Orion Corporation

In April 2008, Indevus entered into a License, Supply and Distribution Agreement (the Orion Agreement) with Orion Corporation (Orion)
granting Orion the rights to market Vantas® throughout Europe as well as in certain other countries. Vantas® is currently approved for the
treatment of advanced prostate cancer in Denmark, the United Kingdom and other European countries. Vantas® is currently undergoing the
mutual recognition procedure for further European approvals. The Company could receive certain contingent payments related to approvals and
sales thresholds. Additionally, the Company will supply Vantas® to Orion at a pre-determined transfer price subject to annual minimum
purchase requirements. The Orion Agreement expires in April 2023, subject to earlier termination by either party under certain customary
conditions of breach. The Orion Agreement will automatically renew for one-year periods at a time, subject to the right of either party to
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least six months prior written notice to the other party.
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Products in development
Harvard University

In December 2008, we entered into a license agreement and a sponsored research agreement with Harvard University (referred to as the Harvard
Agreement). Under the terms of the Harvard Agreement, we obtained the exclusive worldwide rights to a new combination pain-drug-delivery
technique that targets pain-sensing neurons without affecting motor neurons. Endo will be responsible for development and commercialization
of any drug candidates discovered under the Harvard Agreement. In December 2008, under the terms of the Harvard Agreement, we made an
upfront payment of $2.0 million and may pay up to an additional $16.5 million in clinical, regulatory and approval milestones. In addition, we
agreed to provide research funding with respect to these products of approximately $2.0 million over the three-year life of the sponsored
research agreement. Harvard will also receive payments from Endo based on a percentage of Endo s annual net sales of licensed products
commercialized under the Harvard Agreement. Endo may terminate the Harvard Agreement upon 60 days prior written notice without penalty.

Aurigene Discovery Technologies Limited

In February 2009, we entered into a discovery collaboration agreement with Aurigene Discovery Technologies Limited (referred to as the
Aurigene Agreement). The Aurigene Agreement is a three-year collaboration to discover novel drug candidates to treat cancer. Endo has agreed
to provide discovery research funding of approximately $3.0 million over the first three years of the Aurigene Agreement. Endo will be
responsible for all clinical development and commercialization of drug candidates that advance into human testing. We also may be required to
make additional clinical, regulatory and approval milestones of up to $29.8 million and commercial milestone payments of up to an additional
$32.5 million based on cumulative net sales of products commercialized under the Aurigene Agreement. The Aurigene Agreement includes an
initial three-year discovery research program, which may be terminated by Endo at our sole discretion upon 60 days prior written notice without
penalty. The Aurigene Agreement will expire in its entirety if Endo does not select any development product candidates by the end of the
discovery research program or upon satisfaction and/or expiration of Endo s obligations to make the milestone payments. Subsequent to the
initial discovery research program, Endo may terminate the Aurigene Agreement at our sole discretion upon 30 days prior written notice without
penalty.

Griinenthal GMBH

In February 2009, we entered into a development, license and supply agreement with Griinenthal GMBH, referred to as Griinenthal, granting us
the exclusive right in North America to develop and market Griinenthal s investigational drug, axomadol (referred to as the Griinenthal
Agreement). Currently in Phase II trials, axomadol is a patented new chemical entity being developed for the treatment of moderate to
moderately-severe chronic pain and diabetic peripheral neuropathic pain. Under the terms of the Griinenthal Agreement, Endo paid Griinenthal
approximately $9.4 million up-front, which was recognized in research and development expense during the three month period ended

March 31, 2009, and could possibly pay additional clinical, regulatory and approval milestones of up to approximately 37 million euros and
possibly development and commercial milestone payments of up to an additional $68 million. In addition, Griinenthal will receive payments
from Endo based on a percentage of Endo s annual net sales of the product in the United States and Canada. The Griinenthal Agreement will
expire in its entirety on the date of (i) the 15th anniversary of the first commercial sale of the product; or (ii) the expiration of the last issued
patent claiming or covering the product, or (iii) the expiration of exclusivity granted by the FDA for the product, whichever occurs later. Among
other standard and customary termination rights granted under the Griinenthal Agreement, we may terminate the Griinenthal Agreement at our
sole discretion at any time upon 90 days written prior notice to Griinenthal and payment of certain penalties.

BayerSchering

In July 2005, Indevus licensed exclusive U.S. rights from Schering AG, Germany, now BayerSchering Pharma AG (BayerSchering) to market a
long-acting injectable testosterone preparation for the treatment of male hypogonadism that we have historically referred to as Nebido® (the
BayerSchering Agreement). The Company is responsible for the development and commercialization of Nebido® in the United States.
BayerSchering is responsible for manufacturing and supplying the Company with finished product. As part of the BayerSchering Agreement,
Indevus agreed to pay to BayerSchering up to $30 million in up-front, regulatory milestone, and commercialization milestone payments,
including a $5.0 million payment due upon approval by the FDA to market Nebido®. Indevus also agreed to pay to BayerSchering 25% of net
sales of Nebido® to cover both the cost of finished product and royalties. This agreement extends to ten years from the first commercial sale of
Nebido®. Either party may also terminate this agreement under certain customary conditions of breach.

In October 2006, Indevus entered into a supply agreement with BayerSchering under which Indevus finalized terms of its July 2005 license for
the manufacture and the supply of Nebido® from BayerSchering. Pursuant to the terms of this agreement, BayerSchering agreed to manufacture
and supply Indevus with all of its requirements for Nebido® for a supply price based on net sales of Nebido®. The supply price is applied against
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commercial sale of Nebido®.
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Sanofi-Aventis

In February 1994, Indevus licensed from Rhone-Poulenc Rorer, S.A., now Sanofi-Aventis, (Sanofi-Aventis), exclusive, worldwide rights for the
manufacture, use and sale of pagoclone under patent rights and know-how related to the drug, except that Indevus granted Sanofi-Aventis an
option to sublicense, under certain conditions, rights to market pagoclone in France. In exchange, Indevus paid Sanofi-Aventis a license fee and
agreed to make milestone payments based on clinical and regulatory developments, and to pay royalties based on net sales through the expiration
of the composition of matter patent. If sublicensed, the Company would pay to Sanofi-Aventis a portion of receipts from the sublicensee in lieu
of payments. Under the terms of the agreement with Sanofi-Aventis, the Company is responsible for all costs of developing, manufacturing, and
marketing pagoclone. This agreement expires with respect to each country upon the last to expire applicable patent. Additionally either party
may also terminate this agreement under certain customary conditions of breach. The Company could owe an additional $5.5 million if the
Company successfully achieves remaining clinical and regulatory development milestones, as well as royalties on net sales or a percentage of
royalties it receives if the product is sublicensed.

Teva

In September 2008, Indevus entered into a development, license and commercialization agreement with Teva Pharmaceutical Industries Ltd.
(Teva) for the exclusive, worldwide rights to pagoclone (the Teva Agreement). The Teva Agreement became effective in November 2008.
Under the terms of the Teva Agreement, the Company will conduct, and Teva will reimburse expenses for, a Phase IIb study for stuttering. Teva
will be responsible for the conduct of all remaining development and commercialization, including the Phase III program.

In March 2009, Teva converted the Teva Agreement from an equal cost sharing arrangement to a royalty structure whereby Teva will be
responsible for all development and commercial costs in the U.S. and the Company will receive royalties on potential net sales, in addition to
milestones.

Under the Teva Agreement, the Company could receive up to $142.5 million in development and sales threshold milestones and payments,
including an estimated $11.0 million of contractual payments to be received during the Phase IIb study, of which Indevus has received $6.0
million as of March 31, 2009.

The term will extend on a country-by-country basis from the effective date to the later of 12 years from first commercial sale or the last valid
claim in a country in the territory. Teva may terminate the Teva Agreement (i) by giving notice within a certain time frame from the completion
of the Phase IIb study, and (ii) anytime with a specified advance notice, except no such termination will be effective until the completion of any
ongoing Phase IIb clinical trial. If Teva terminates the Teva Agreement after a product is approved, the Company will pay Teva royalties on its
revenues up to an aggregate of certain amounts expended by Teva on development and commercialization. Either party may terminate the Teva
Agreement upon certain customary conditions of breach.

Medical Research Council

In July 2005, Indevus entered into the Collaborative Research and Licensing Agreement (the MRC Agreement) with the Medical Research
Council (MRC), an agency of the United Kingdom. In exchange for the right to have PRO 2000 included in the MRC s approximately 10,000
person Phase III clinical trial studying the prevention of the transmission of HIV and other sexually-transmitted diseases to be conducted
primarily in Africa and India and the right to use the results of this trial, Indevus agreed to grant to the MRC a non-exclusive license to PRO
2000 solely for its use in the Phase III trial and also to supply, at no cost to the MRC, all PRO 2000 and placebo required for the Phase III trial.
The MRC will be responsible for all other trial costs. Additionally, Indevus agreed to make PRO 2000 available in developing countries with
high need under a license agreement to be negotiated in good faith, or to supply to the MRC PRO 2000 to be distributed in these developing
countries at its cost plus a markup pursuant to a supply agreement to be negotiated. The Company will pay the MRC a minimal royalty on sales
of PRO 2000 in developed countries. The term of this agreement will extend to ten years from the date of first commercial sale in a developed
country.

Hydron Technologies, Inc.

In November 1989, GP Strategies Corporation (GP Strategies), then known as National Patent Development Corporation, entered into an
agreement (the Hydron Agreement) with Dento-Med Industries, Inc., now known as Hydron Technologies, Inc. In June 2000, Valera
Pharmaceuticals, Inc., or Valera, (now a wholly-owned subsidiary of the Company known as Endo Pharmaceuticals Valera Inc.) entered into a
contribution agreement with GP Strategies, pursuant to which Valera acquired the assets of GP Strategies drug delivery business, including all
intellectual property, the Hydron Agreement, and certain other agreements with The Population Council, Inc. and Shire US, Inc.
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Pursuant to the Hydron Agreement, the Company has the exclusive right to manufacture, sell or distribute any prescription drug or medical
device and certain other products made with the Hydron® Polymer, while Hydron Technologies was granted an exclusive, worldwide license to
manufacture, market or use products composed of, or produced with the use of, the Hydron® Polymer in certain
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consumer and oral health fields. Neither party is prohibited from manufacturing, exploiting, using or transferring the rights to any new
non-prescription drug product containing the Hydron® Polymer, subject to certain exceptions, for limited exclusivity periods. Subject to certain
conditions and exceptions, the Company is obligated to supply certain types of Hydron® Polymers if Hydron Technologies elects to purchase
them from the Company. In the event the Company withdraws from the business of manufacturing the Hydron® polymer, the Company will
assign all of its right and interest in the Hydron trademark to Hydron Technologies. The agreement continues indefinitely, unless terminated
earlier by the parties. Each party may owe royalties up to 5% to the other party on certain products under certain conditions.

Orexo AB

In August 2004, we entered into an agreement with Orexo AB, (referred to as the Orexo Agreement), granting us the exclusive rights to develop
and market Orexo AB s patented sublingual muco-adhesive fentanyl product (Rapinyl ) in North America. Rapinyl is a sub-lingual,
fast-dissolving tablet of fentanyl intended for the treatment of breakthrough cancer pain. Rapinyl is based on Orexo s unique patented technology
for sublingual administration. The Orexo Agreement provided for us to make an up-front license fee payment of $10 million, which we

capitalized as an intangible asset representing the fair value of the exclusive right to market products utilizing Orexo s unique patented

technology for sublingual administration. We were amortizing this intangible asset over its estimated useful life of 20 years.

During the second quarter of 2008, the Company completed an in-depth review of its research and development (R&D) activities. The review
included an analysis of the Company s R&D priorities, focus and available resources for current and future projects as well as the commercial
potential for each product. As a result of this review, in July 2008 the Company decided to discontinue development of Rapinyl and terminate
the Orexo Agreement in accordance with its terms. As a result of this decision, the Company recorded a pre-tax impairment of other intangible
assets in the amount of $8.1 million in the second quarter of 2008 to reduce the remaining balance of our Rapinyl intangible asset to zero and
also recorded an impairment charge of approximately $3.1 million related to the impairment of property and equipment that has been included in
research and development expenses.

Pursuant to the terms the Orexo Agreement, we were required to pay a $0.8 million termination fee to Orexo. In addition, we were required to
continue all ongoing clinical trials related to Rapinyl for a maximum of six months from the delivery of the Orexo Agreement termination notice
in July 2008. On October 30, 2008, Endo entered into an early termination agreement effective October 31, 2008 pursuant to which we agreed to
cease all involvement in the ongoing clinical trials of Rapinyl and paid Orexo a lump sum fee equal to $2.3 million, including the termination fee
of $0.8 million. In exchange, Orexo has released Endo from certain claims under the Orexo Agreement. We are also required to transition the
manufacturing process to Orexo or an agreed-upon third party, and supply manufactured product to Orexo or the agreed-upon third party during
the transition period for up to a maximum of two years from the date of termination of the agreement. Orexo will pay us 125% of the cost for all
manufactured product we provide during the transition period.

EpiCept Corp.

In December 2003, we entered into a license granting us exclusive, worldwide rights to certain patents of EpiCept Corp. as well as exclusive,
worldwide commercialization rights to EpiCept s LidoPAIN BP product. The license agreement provides for Endo to pay EpiCept milestones as
well as royalties on the net sales of EpiCept s LidoPAIR BP product. Under this agreement, we made an upfront payment to EpiCept of $7.5
million which we capitalized as an intangible asset representing the fair value of the exclusive right and the patents. We are amortizing this
intangible asset over its useful life of 13 years. EpiCept has also retained an option to co-promote the LidoPAIN® BP product. Milestone
payments made by Endo under this agreement, including regulatory milestones and sales thresholds, could total up to $82.5 million. In addition,
this agreement also contains terms and conditions customary for this type of arrangement, including representations, warranties, indemnities and
termination rights. This agreement generally lasts until the underlying patents expire. In January 2009, EpiCept announced that it was
discontinuing all drug discovery activities including the development of LidoPAIN® BP. However, the Company intends to maintain its patent
rights conveyed by the EpiCept license agreement.

Other

In December 2007, we entered into a license, development and supply agreement with an undisclosed third party collaborative partner for the
exclusive clinical development and commercialization rights in Canada and the United States for a certain technology to be utilized in our
various product development activities. Under the terms of this agreement the collaborative partner will be responsible for development efforts
to conduct pharmaceutical formulation development and will manufacture any such product or products which obtain FDA approval. Endo will
be responsible for conducting clinical development activities and for all development costs incurred to obtain regulatory approval. Additional
payments of approximately 71.0 million euros may become due upon achievement of predetermined regulatory and commercial milestones.
Endo will also make payments to the collaboration partner based on net sales of any such product or products commercialized under this
agreement.
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We have also entered into certain other collaboration agreements with third parties for the development of pain management and other products.
These agreements require us to share in the development costs of such products and grant marketing rights to us for such products.

We have also licensed from universities and other companies rights to certain technologies or intellectual property generally in the field of pain
management. We are generally required to make upfront payments as well as other payments upon successful completion of regulatory or sales
milestones. In addition, these agreements generally require us to pay royalties on sales of the products arising from these agreements. These
agreements generally permit Endo to terminate the agreement with no significant continuing obligation.

In July 2008, the Company made a $20 million investment in a privately-held company focused on the development of an innovative treatment
for certain types of cancer. In exchange for our $20 million payment, we received an equity interest in the privately-held company and the rights
to negotiate an exclusive worldwide development and commercialization arrangement with respect to a certain technology for use in a specified
indication. The Company s $20 million payment resulted in an ownership interest of less than 20% of the outstanding voting stock of the
privately-held company. In addition, Endo does not have the ability to exert significant influence over the privately-held company. Pursuant to
Financial Accounting Standards Board Interpretation No. 46R, Consolidation of Variable Interest Entities, our investment constitutes a variable
interest in this privately-held company. We have determined that Endo is not the primary beneficiary and therefore have not consolidated the
assets, liabilities, and results of operations of the privately-held company into our Condensed Consolidated Financial Statements. Accordingly,
Endo is accounting for this investment under the cost method. As of March 31, 2009, our investment in the privately-held company was $20
million, representing our maximum exposure to loss.

7. GOODWILL AND OTHER INTANGIBLES

The changes in the carrying amounts of goodwill were as follows:

Carrying Amount

Balance at December 31, 2008 $ 181,079
Acquisition of Indevus 102,490
Balance at March 31, 2009 $ 283,569

Our other intangible assets consist of the following at March 31, 2009 and December 31, 2008, respectively (in thousands):

March 31, December 31,
2009 2008
Indefinite-lived intangibles:
In process research and development (Note 5) $ 312,900 $
Amortizable intangibles:
Licenses $ 257,757 $ 257,757
Less accumulated amortization (61,729) (54,452)
License Rights (Note 5) 274,000
Less accumulated amortization (2,500)
Patents 3,200
Less accumulated amortization (1,450)
467,528 205,055

Other intangibles, net $ 780,428 $ 205,055

During the first quarter of 2009, net sales of Voltaren® Gel did not meet our original sales forecast. As a result, the Company believed that this
could be a potential indicator that the carrying amount of our Voltaren® Gel intangible asset could not be recoverable. As a result, as of

March 31, 2009, we compared the carrying amount of our Voltaren® Gel intangible asset to the undiscounted future cash flows of Voltaren® Gel.
We concluded that an impairment did not exist since the carrying value of the asset did not exceed the undiscounted future cash flows of
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Voltaren® Gel. We will continue to monitor any indicators of impairment related to Voltaren® Gel and will perform impairment testing
whenever events or changes in circumstances indicate the carrying amount of the asset may not be recoverable.

Amortization expense for the three month periods ended March 31, 2009 and 2008 was $11.5 million and $4.5 million, respectively. As of
March 31, 2009, the weighted average amortization period for our definite lived intangible assets in total was approximately 10 years. As of
March 31, 2009, the weighted average amortization period for our licenses and License Rights was approximately 8.6 years and 11.6 years,
respectively.
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Changes in the gross carrying amount of our other intangible assets for the three-month period ended March 31, 2009, are as follows:

(in thousands) Gross carrying amount
Balance at December 31, 2008 $ 260,957
Acquisition of Indevus (Note 5) 586,900
Balance at March 31, 2009 $ 847,857

Estimated amortization of intangibles for the five fiscal years subsequent to December 31, 2008 is as follows (in thousands):

2009 $61,368
2010 $ 65,658
2011 $ 65,658
2012 $ 65,658
2013 $53,352

8. COMPREHENSIVE INCOME

Comprehensive income includes the following components for the three months ended March 31, 2009 and 2008 (in thousands):

March 31, March 31,
2009 2008
Net income $ 39,037 $ 59,528
Other comprehensive loss:
Unrealized loss on securities, net of tax (1,191) (15,054)
Total comprehensive income $ 37,846 $ 44,474

9. STOCKHOLDERS EQUITY
Stock-Based Compensation
Endo Pharmaceuticals Holdings Inc. 2000, 2004 and 2007 Stock Incentive Plans

On August 11, 2000, we established the Endo Pharmaceuticals Holdings Inc. 2000 Stock Incentive Plan. The 2000 Stock Incentive Plan reserves
an aggregate of 4,000,000 shares of common stock of the Company for issuance to employees, officers, directors and consultants. The 2000
Stock Incentive Plan provides for the issuance of stock options, restricted stock, stock bonus awards, stock appreciation rights or performance
awards. In May 2004, our stockholders approved the Endo Pharmaceuticals Holdings Inc. 2004 Stock Incentive Plan. The maximum number of
shares of Company stock reserved for issuance under the 2004 Stock Incentive Plan is 4,000,000 shares. The 2004 Plan provides for the grant of
stock options, stock appreciation rights, shares of restricted stock, performance shares, performance units or other share-based awards that may
be granted to executive officers and other employees of the Company, including officers and directors who are employees, to non-employee
directors and to consultants to the Company. In May 2007, our stockholders approved the Endo Pharmaceuticals Holdings Inc. 2007 Stock
Incentive Plan. The maximum number of shares of Company stock reserved for issuance under the 2007 Stock Incentive Plan is seven million
(7,000,000) shares (subject to adjustment for certain transactions), but in no event may the total number of shares of Company stock subject to
awards awarded to any one participant during any tax year of the Company exceed seven hundred fifty thousand (750,000) shares (subject to
adjustment for certain transactions). As of March 31, 2009, stock options, restricted stock awards and restricted stock units have been granted
under the Stock Incentive Plans.

Stock-Based Compensation
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The Company accounts for its stock-based compensation plans in accordance with SFAS No. 123(R), Share-Based Payment (SFAS
123R). Under SFAS 123R, all stock-based compensation cost is measured at the grant date, based on the estimated fair value of the award, and is
recognized as an expense in the income statement over the requisite service period.

The Company recognized stock-based compensation expense of $1.9 million and $4.4 million, during the three months ended March 31, 2009
and 2008, respectively. As of March 31, 2009, the total remaining unrecognized compensation cost related to all non-vested stock-based
compensation awards amounted to $68.4 million. This expected cost does not include the impact of any future stock-based compensation
awards.

Stock Options

For all of the Company s stock-based compensation plans, the fair value of each option grant was estimated at the date of grant using the
Black-Scholes option-pricing model. Black-Scholes utilizes assumptions related to volatility, the risk-free interest rate, the dividend yield (which
is assumed to be zero, as the Company has not paid cash dividends to date and does not currently expect to pay
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cash dividends) and the expected term of the option. Expected volatilities utilized in the model are based mainly on the historical volatility of the
Company s stock price over a period commensurate with the expected life of the share option as well as other factors. The risk-free interest rate is
derived from the U.S. Treasury yield curve in effect at the time of grant. We estimate the expected term of options granted based on our

historical experience with our employees exercise of stock options and other factors.

A summary of the activity under 2000, 2004 and 2007 Stock Incentive Plans for the three months ended March 31, 2009 is as follows:

Weighted
Number Weighted Average Aggregate
of Average Remaining Intrinsic

Shares Exercise Price Contractual Term Value
Outstanding, January 1, 2009 4,659,382 $ 23.95
Granted 1,938,174 $ 19.56
Exercised (451,982) $ 14.11
Forfeited (34,366) $ 27.37
Expired (437,078) $ 24.10
Outstanding, March 31, 2009 5,674,130 $ 23.20 7.63 $2,202,764
Vested and expected to vest, March 31, 2009 5,129,637 $ 23.34 7.42 $2,165,147
Exercisable, March 31, 2009 2,251,352 $ 23.84 5.17 $ 2,006,882

The total intrinsic value of options exercised during the three months ended March 31, 2009 and 2008 was $3.1 million and $0.1 million,
respectively. The weighted-average grant date fair value of the stock options granted in the three months ended March 31, 2009 and 2008 was
$7.55 per option and $9.41 per option, respectively, determined using the following assumptions:

2009 2008
Average expected term (years) 5.3 4.8
Risk-free interest rate 1.99% 2.78%
Dividend yield 0.00 0.00
Expected volatility 40% 39%
The weighted average remaining requisite service period of the non-vested stock options was 3.2 years.
Restricted Stock Awards
A summary of our restricted stock activity as of March 31, 2009, is presented below:
Weighted
Average Aggregate
Number of Fair Value Per Intrinsic
Shares Share Value
Non-vested, January 1, 2009 5,655 $ 29.84
Granted $
Forfeited (1,131) $ 29.84
Vested (4,524) $ 29.84 $ 79,984
Non-vested, March 31, 2009 $

Restricted Stock Units

A summary of our restricted stock units as of March 31, 2009, is presented below:
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Outstanding, January 1, 2009
Granted

Forfeited

Vested

Outstanding, March 31, 2009
Vested and expected to vest, March 31, 2009
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Number of
Shares
548,353

1,075,827
(15,561)
(114,312)

1,494,307
1,217,181
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Weighted
Average Aggregate
Remaining Intrinsic
Contractual Term Value

2.37 $ 26,419,348
2.26 $ 21,490,558
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The weighted average remaining requisite service period of the non-vested restricted stock units was 3.6 years. The weighted-average grant date
fair value of the restricted stock units granted during the three months ended March 31, 2009 was $19.55 per unit.

10. COMMITMENTS and CONTINGENCIES
Manufacturing, Supply and Other Service Agreements

We contract with various third party manufacturers and suppliers to provide us with raw materials used in our products and finished goods. Our
most significant agreements are with Novartis Consumer Health, Inc., Novartis AG, Teikoku Seiyaku Co., Ltd., Mallinckrodt Inc., Almac
Pharma Services and Sharp Corporation. If for any reason we are unable to obtain sufficient quantities of any of the finished goods or raw
materials or components required for our products, it could have a material adverse effect on our business, financial condition, results of
operations, and cash flows.

Novartis Consumer Health, Inc.

On May 3, 2001, we entered into a long-term manufacturing and development agreement with Novartis Consumer Health, Inc. whereby
Novartis has agreed to manufacture certain of our commercial products and products in development. We are required to purchase, on an annual
basis, a minimum amount of product from Novartis. The purchase price per product is equal to a predetermined amount per unit, subject to
periodic adjustments. This agreement had a five-year term, with automatic five-year renewals thereafter. In August 2005, we extended this
agreement until 2011. We are required to purchase a minimum of approximately $20 million per year in 2009 and 2010 and approximately $21
million in 2011. Either party may terminate this agreement on three-years notice, effective at any time after the initial five-year term. Either
party may also terminate this agreement on account of a material breach by the other.

Pursuant to the March 2008 Voltaren® Gel license and supply agreement with Novartis AG and Novartis Consumer Health, Inc. (the Voltaren®
Gel Agreement) Endo has agreed to purchase from Novartis all of its requirements for Voltaren® Gel during the entire term of the Voltaren® Gel
Agreement. The price of product purchased under the Voltaren® Gel Agreement is fixed for the first year and subject to annual changes based
upon changes in the producer price index and raw materials as set forth in the Novartis Agreement.

As part of the Voltaren® Gel Agreement, we also agreed to fund certain advertising and promotion of Voltaren® Gel (A&P Expenditures),
subject to certain thresholds set forth in the Voltaren® Gel Agreement. We agreed to spend a minimum of $15.0 million on A&P Expenditures
during the first Voltaren® Gel Agreement Year which ends on June 30, 2009. During the second Voltaren® Gel Agreement Year beginning on
July 1, 2009 and extending through June 30, 2010, we agreed to spend a minimum of $20 million on A&P Expenditures. In subsequent
Agreement Years, the minimum A&P Expenditures set forth in the Voltaren® Gel Agreement are determined based on a percentage of net sales
of Voltaren® Gel.

Teikoku Seiyaku Co., Ltd.

Under the terms of our agreement with Teikoku, a Japanese manufacturer, Teikoku manufactures Lidoderm® at its Japanese facility for
commercial sale by us in the United States. We also have an option to extend the supply area to other territories. The agreement contains certain
provisions requiring Teikoku to qualify an additional manufacturing site, at our request, should we meet certain defined purchasing levels for a
defined period of time. On April 24, 2007, we amended this agreement. The material components of the Amended Agreement are as follows:

We agreed to purchase a minimum number of patches per year through 2012, representing the noncancelable portion of the Amended
Agreement.

Teikoku agreed to fix the supply price of Lidoderm® for a period of time after which the price will be adjusted at future dates certain
based on a price index defined in the Amended Agreement. Since future price changes are unknown, we have used prices currently
existing under the Amended Agreement, and estimated our minimum purchase requirement to be approximately $32 million per year
through 2012. The minimum purchase requirement shall remain in effect subsequent to 2012, except that Endo has the right to
terminate the Amended Agreement after 2012, if we fail to meet the annual minimum requirement.
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Following cessation of our obligation to pay royalties to Hind Healthcare Inc. ( Hind ) under the Sole and Exclusive License
Agreement dated as of November 23, 1998, as amended, between Hind and Endo, we will pay to Teikoku annual royalties based on
our annual net sales of Lidoderm®.

The Amended Agreement will expire on December 31, 2021, unless terminated in accordance with its terms. Either party may
terminate this Agreement, upon thirty (30) days written notice, in the event that Endo fails to purchase the annual minimum quantity
for each year after 2012 (e.g., 2013 through 2021) upon thirty (30) days written notice. Notwithstanding the foregoing, after
December 31, 2021, the Amended Agreement shall be automatically renewed on the first day of January each year unless (i) we and
Teikoku agree to terminate the Amended Agreement upon mutual written agreement or (ii) either we or Teikoku terminates the
Amended Agreement with 180-day written notice to the other party, which notice shall not in any event be effective prior to July 1,
2022.

Mallinckrodt Inc.

Under the terms of our agreement with Mallinckrodt, Mallinckrodt manufactures and supplies to us narcotic active drug substances, in bulk
form, and raw materials for inclusion in our controlled substance pharmaceutical products. There is no minimum annual purchase commitment
under this agreement. However, we are required to purchase a fixed percentage of our annual requirements of each narcotic active drug
substance from Mallinckrodt. The purchase price for these substances is equal to a fixed amount, adjusted on an annual basis. The initial term of
this agreement is July 1, 1998 until June 30, 2013, with an automatic renewal provision for unlimited successive one-year periods. Either party
may terminate this agreement for a material breach.

Almac Pharma Services

Under the terms of our agreement with Almac Pharma Services (Almac), a European manufacturer, Almac manufactures Frova® at its Ireland
facility for commercial sale by us in the United States. The agreement with Almac will expire on January 1, 2010, unless terminated sooner in
accordance with its terms and can be extended beyond January 1, 2010 upon mutual agreement by both parties. If no agreement as to any
extension or termination is reached six months prior to the end of the term, then the agreement will automatically renew for a period of twelve
months. Almac has agreed to fix the supply price of Frova® for a period of time after which the price will be adjusted at future dates certain
based on a price index defined in the agreement, subject to an annual maximum increase.

Sharp Corporation

Under the terms of our agreement with Sharp Corporation (Sharp), a U.S. manufacturer, Sharp performs certain services for Endo including the
packaging and labeling of Lidoderm® at its facility in Allentown, Pennsylvania, for commercial sale by us in the United States. The Sharp
agreement will expire on March 1, 2011, subject to renewal for additional one-year periods upon mutual agreement by both parties. Endo has the
right to terminate the Sharp agreement at any time upon ninety (90) days written notice.

Ventiv Commercial Services, LLC

On May 15, 2008, we entered into a services agreement with Ventiv Commercial Services, LLC (Ventiv), (referred to as the Ventiv Agreement).
Under the terms of the Ventiv Agreement, Ventiv will provide to Endo certain sales and marketing services through a contracted field force and
other sales management positions, collectively referred to as the Ventiv Field Force. The Ventiv Field Force will promote primarily Voltaren®
Gel and will be required to perform a minimum number of face-to-face one-on-one discussions with physicians and other healthcare
practitioners for the purpose of promoting Voltaren® Gel and other Endo products within their respective approved indications during each year
of the Ventiv Agreement, subject to certain provisions.

Under the terms of the Ventiv Agreement, we incurred a one-time implementation fee that we recognized in selling, general, and administrative
expense in the second quarter of 2008. In addition, each month we are required to pay Ventiv a monthly fixed fee during the term of the Ventiv
Agreement based on a pre-approved budget. Included in the fixed monthly fee are certain costs such as the Ventiv sales representative and
district manager salaries, Ventiv field force travel, and office and other expenses captured on routine expense reports, as well as a fixed
management fee. If the Ventiv Agreement is terminated prior to the completion of the first twelve months of Detailing (as defined in the Ventiv
Agreement), Endo is obligated to pay Ventiv the remaining unpaid portion of the fixed management fee. During the term of the Ventiv
Agreement, Ventiv will also be eligible to earn a performance-based bonus equal to the fixed management fee during each year of the Ventiv
Agreement. This performance-based bonus is payable upon the achievement of certain conditions, including the number of Voltaren® Gel tubes
sold and the number of Details achieved.
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The Ventiv Agreement is effective April 1, 2008 and will expire on June 30, 2010. Among other standard and customary termination rights
granted under the Ventiv Agreement, we may terminate the Ventiv Agreement at our sole discretion at any time upon 120 days written prior
notice to Ventiv, at which time we may be required to pay Ventiv a termination fee of up to $1 million. In January 2009, we agreed to certain
changes to the Ventiv Agreement allowing for modifications to certain provisions, including the modification
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to the termination rights such that Endo is now permitted to terminate the Ventiv Agreement at our sole discretion at any time upon 30 days
written prior notice. The Ventiv Agreement can also be terminated by either party upon reasonable written notice, if either party has committed a
material breach that has not been remedied within thirty (30) days from the giving of written notice.

In May 2009, we entered into an Amendment to the Ventiv Agreement (the Ventiv Amendment), to amend certain provisions in the Ventiv
Agreement including a reduction in the Ventiv Field Force from 275 to 80 sales representatives effective June 1, 2009. The Company will pay
Ventiv a partial termination fee as part of the Ventiv Amendment.

Helsinn Chemicals SA and Helsinn Advanced Synthesis SA

In November 2006, Indevus entered into an API Supply Agreement with Helsinn Chemicals SA and Helsinn Advanced Synthesis SA, or
Helsinn, (the Helsinn Agreement) whereby Helsinn agreed to supply trospium active pharmaceutical ingredient to Indevus. Trospium active
pharmaceutical ingredient is used in the production of Sanctura XR. The term of the Helsinn Agreement is seven years and contained certain
minimum purchase requirements which would cease after Indevus purchased a certain aggregate quantity based on the current supply price. As
described in Note 6, in August of 2008, Allergan assumed responsibility to manufacture Sanctura XR for its own use. As a result, the minimum
purchase requirement has been transferred to Allergan. Either party may also terminate this agreement under certain customary conditions of
breach, and the Company may terminate the agreement if regulatory actions prohibit or materially restrict the manufacture, sale or use if the
product in the United States. While retaining rights under this agreement, the Company also assigned certain rights and obligations under this
agreement to Allergan, including the minimum purchase requirements described above.

Catalent Pharma Solutions, Inc.

In September 2007, Indevus entered into a Manufacturing and Supply Agreement (the Catalent Agreement) with Catalent Pharma Solutions, Inc.
(now Catalent Pharma Solutions, LLC) (Catalent), to manufacture Sanctura XR bulk capsules and to package them in bottles for sale and blister
packages to be used as samples in the United States. As described in Note 6, in August 2008, Allergan assumed responsibility to manufacture
Sanctura XR for its own use, As a result, Allergan entered into a separate agreement to manufacture and package Sanctura XR, and Indevus
entered into a new agreement to manufacture Sanctura XR bulk capsules. The Catalent Agreement terminates in September 2012, subject to
earlier termination by either party under certain customary conditions of breach. The Company may terminate this agreement at any time if
regulatory actions prohibit or materially restrict the manufacture, sale or use of the product in the United States. The Company supplies Catalent
the active pharmaceutical ingredient used to manufacture the Sanctura XR capsules sold to Madaus.

BayerSchering

The BayerSchering Agreement contains certain minimum purchase requirements that would commence after the second year of sales of
Nebido®, upon approval. Such minimums will be determined to be a percent of purchases the Company would make in the second year of sales.
After the second year of sales, the Company will be able to determine such minimum purchase requirements.

In October 2006, Indevus entered into a supply agreement with BayerSchering under which Indevus finalized terms of its July 2005 license for
the manufacture and the supply of Nebido® from BayerSchering. Pursuant to the terms of this agreement, BayerSchering agreed to manufacture
and supply Indevus with all of its requirements for Nebido® for a supply price based on net sales of Nebido®. The supply price is applied against
the 25% of net sales owed to BayerSchering pursuant to the BayerSchering Agreement. This agreement expires ten years from the first
commercial sale of Nebido®.

Plantex

Indevus has a supply agreement (the Plantex Agreement) with Plantex USA Inc. (Plantex), whereby Plantex will supply the Company with the
active pharmaceutical ingredient for Valstar called Valrubicin. The Agreement will expire ten years after the date of the first commercial sale of
Valstar provided Valstar is approved by June 30, 2009. Beginning in the calendar year following the year in which it receives regulatory
approval for Valstar in the U.S., the Company will have annual minimum purchase requirements of $1.0 million. This agreement may be
terminated by either party under certain customary conditions of breach, by mutual agreement of the parties, or by Plantex if Valstar is not
approved by June 30, 2009.

Les Laboratories Servier

Pursuant to agreements with Les Laboratoires Servier, from whom Indevus in-licensed rights to Redux, Boehringer Ingelheim Pharmaceuticals,
Inc., the manufacturer of Redux, and other parties, the Company may be required to indemnify such parties for Redux-related liabilities.
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General

In addition to the manufacturing and supply agreements described above, we have agreements with (1) UPS Supply Chain Solutions, Inc.
(f/d/b/a Livingston Healthcare Services, Inc.) for customer service support, warehouse and distribution services and certain
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financial functions that expires in 2010, (2) Kunitz and Associates Inc. for assistance with adverse event reporting, and (3) DecisionLine Clinical
Research Corporation for certain clinical development services. Although we have no reason to believe that the parties to these agreements will
not meet their obligations, failure by any of these third parties to honor their contractual obligations may have a materially adverse effect on our
business, financial condition, results of operations and cash flows.

Milestones and Royalties

See Notes 5 and 6 for a complete description of future milestone and royalty commitments pursuant to our acquisitions, license and collaboration
agreements.

Employment Agreements
We have entered into employment agreements with certain members of management.
Research Contracts

We routinely contract with universities, medical centers, contract research organizations and other institutions for the conduct of research and
clinical studies on our behalf. These agreements are generally for the duration of the contracted study and contain provisions that allow us to
terminate prior to completion.

Legal Proceedings

While we cannot predict the outcome of our ongoing legal proceedings, we believe that the claims against us are without merit, and we intend to
vigorously defend our position. An adverse outcome in any of these proceedings could have a material adverse effect on our current and future
financial position, results of operations and cash flows.

Withdrawal of Redux, Legal Proceedings, Insurance Claims, and Related Contingencies

In September 1997, Indevus announced a market withdrawal of its first commercial prescription product, the anti-obesity medication Redux
(dextenfluramine hydrochloride capsules C-1V), which had been launched by its licensee, American Home Products Corporation, now Wyeth, in
June 1996. The withdrawal of Redux was based on a preliminary analysis by the FDA of potential abnormal echocardiogram 