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10,510,108 Shares

Endo Pharmaceuticals Holdings Inc.
Common Stock

The selling stockholders are offering 10,510,108 shares of our common stock, $.01 par value per share, by this prospectus
supplement and the accompanying prospectus. We will not receive any proceeds from the sale of the shares of
common stock by the selling stockholders.

Our common stock is quoted on the Nasdaq National Market under the symbol ENDP. On March 20, 2006, the last reported sale price of
our common stock was $33.43 per share.

Investing in our common stock involves risks. See Risk Factors beginning on page 2 of the accompanying prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus supplement or the accompanying prospectus. Any representation to the
contrary is a criminal offense.

We expect to select an underwriter, or the Underwriter, in connection with this offering.

Per Share [Total
Public Offering Price $ $
[Underwriting Discount $ $
Proceeds to Selling Stockholders, Before Expenses S S

Delivery of shares of common stock is expected to be made in New York, New York on or about March , 2006.

The date of this prospectus supplement is March , 2006.
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This document is in two parts. The first part is the prospectus supplement, which describes the specific terms of this offering. The second part is
the accompanying prospectus, which gives more general information, some of which may not apply to this offering.

You should rely only on the information contained in or incorporated by reference in this prospectus supplement and the accompanying
prospectus. We have not, and the Underwriter has not, authorized anyone to provide you with different or additional information. We
are not, and the Underwriter is not, making an offer of these securities in any state where the offer is not permitted. You should assume
that the information contained in this prospectus supplement, the accompanying prospectus and the documents incorporated by
reference is accurate only as of its respective date or on the date which is specified in those documents.
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THE OFFERING

Common Stock Offered by the Selling

Stockholders 10,510,108 shares
Nasdaq National Market Symbol ENDP
USE OF PROCEEDS

All of the shares of common stock offered hereby are being sold by the selling shareholders. We will not receive any proceeds from the sale of
shares by the selling stockholders.

SELLING STOCKHOLDERS

The following table provides information regarding the beneficial ownership of our common stock by the selling stockholders, as of March 21,
2006. Footnote (a) below provides a brief explanation of what is meant by the term beneficial ownership. No offer or
sale under this prospectus supplement and the accompanying prospectus may be made by a holder of the securities
unless that holder is listed in the table in this prospectus supplement or until that holder has notified us and an
amendment to the related registration statement has become effective.

We have prepared the table based on information given to us by, or on behalf of, the selling stockholders on or before March 21, 2006.
Pursuant to the terms of our executive stockholder agreement, executive stockholders cannot directly or indirectly sell,
assign, mortgage, transfer, pledge, hypothecate or otherwise dispose of any of their shares of our common stock
acquired in connection with our formation in 1997 or the shares of our common stock underlying their stock options
granted pursuant to the Endo Pharma LLC stock option plans, in each case, without the consent of Endo Pharma LLC s
Board of Managers, except to Endo Pharma LLC, Kelso Investment Associates V, L.P. and Kelso Equity Partners V,
L.P. in accordance with the terms of the executive stockholders agreement.

Our Executive Stockholder Agreement will be terminate following, this offering because ENDO PHARMA LLC will no longer own 5% or more
of our common stock.

[Percentage of
INumber of Shares of

INumber of Shares of (Common Stock
Shares of Common Stock to be
Common Stock Number of [Beneficially Beneficially
IBeneficially Shares That lOwned Owned After
lOwned Prior to Will Be [Following the (Completion of

[Name of Beneficial Owner the Offering(a) Offered(a) lOffering(a) the Offering(a

IDirectors and Executive Officers:

Carol A. Ammon(b)(c)(d) 1,976,118 1,272,504 703,614 *

Uohn J. Delucca(e) 10,000 10,000 *

IMichael Hyatt(f)** 295,750 295,750 *

Roger H. Kimmel(g)** 268,741 70,000 198,741 >

Clive A. Meanwell, M.D., Ph.D(h) 35,000 35,000 *

Joseph T. O Donnell, Jr.(i) 50,000 15,000 35,000 i

Peter A. Lankau(b)(j) 1,332,131 1,332,131 *

IDavid A. H. Lee, M.D., Ph.D.(b)(d)(k) 656,036 470,282 185,754 i

Ueffrey R. Black(b)(d)(1) 596,993 3,193 593,800 *

Caroline B. Manogue(b)(m) 311,083 311,083 *

All current directors and executive officers of Endo

[Pharmaceuticals Holdings Inc. as a group (10 persons) 5,531,852 1,830,979 3,700,873 2.7 %
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Percentage ¢ff
Number of Shares of

[Number of Shares of Common Stp¢k
Shares of Common Stock to be
(Common Stock [Number of Beneficially Beneficially
Beneficially Shares That (Owned Owned Aftef
Owned Prior to Will Be Following the Completion jo

[Name of Beneficial Owner the Offering(a) Offered(a) Offering(a) the Offering(3)

(Other Selling Stockholders:

[Endo Pharma LLC(d)(n) 10,616,158 9,422,034 1,194,124 f

Kelso Investment Associates V, L.P.(d)(n)(0) 5,408,633 5,408,633

Kelso Equity Partners V, L.P.(d)(n)(0) 455,102 455,102

IFrank T. Nickell(n)(p)

[Thomas R. Wall, IV(n)(p)

George E. Matelich(n)(p)

[Frank K. Bynum, Jr.(n)(p)

IPhilip E. Berney(n)(p)

[Frank J. Loverro(n)(p)

Wames J. Connors, II(n)(p)

Michael B. Goldberg(n)(p)

[David I. Wahrhaftig(n)(p)

Greenwich Street Capital Partners, L.P.(d)(q) 693,018 693,018

Greenwich Street Capital Offshore Fund, Ltd.(d)(q) 13,014 13,014

Citigroup Employees Fund GSP, L.P.(d)(q)** 168,421 168,421

[The Travelers Insurance Company(d)(q)** 35,752 35,752

[The Travelers Life and Annuity Company(d)(q)** 17,608 17,608

IMariann T. MacDonald(b)(d)(r) 1,704,575 1,704,575

Brian T. Clingen(s) 20,000 3,750 16,250 *

Michael W. Mitchell(t) 21,250 7,500 13,750 i

Other selling stockholders representing less than 1% owners of

lour common stock(u) 141,756 141,756

* The percentage of the class to be owned by such security holder after completion of the offering represents

less than 1%.

i These selling stockholders have identified themselves as affiliates of broker dealers. See also Underwriting.

(a) Beneficial ownership is a term broadly defined by the SEC in Rule 13d-3 under the Exchange Act, and

includes more than the typical form of stock ownership, that is, stock held in the person s name. The term also includes
what is referred to as indirect ownership, meaning ownership of shares as to which a person has or shares investment
power. For purposes of this table, a person or group of persons is deemed to have beneficial ownership of any shares
as of a given date that such person has the right to acquire within 60 days after such date.

(b) The business address for this person is c/o Endo Pharmaceuticals Holdings Inc., 100 Endo Boulevard, Chadds
Ford, Pennsylvania 19317.
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(©) Ms. Ammon is our Chairman. The shares to be sold by Ms. Ammon include 25,542 shares, which represent
Ms. Ammon s pro rata portion of Endo Pharma LLC s shares, and 1,246,962 shares, which represent the shares of
common stock that Ms. Ammon received when she exercised her Endo Pharma LLC employee stock options in
connection with this offering. Prior to this offering, Ms. Ammon owned 0.36% of Endo Pharma LLC and may be
deemed to share beneficial ownership of shares of common stock owned of record by Endo Pharma LLC by virtue of
her status as a manager of Endo Pharma LL.C. Ms. Ammon shared voting power along with the other members of
Endo Pharma LLC with respect to shares of our common stock owned by Endo Pharma LLC, but disclaimed
beneficial ownership of such securities except to the extent of her pecuniary interest. Ms. Ammon s beneficial
ownership after the offering includes 703,614 shares of our common stock.

(d) Members of Endo Pharma LLC will receive a pro rata distribution of the net proceeds received by Endo
Pharma LLC from the offering pursuant to this prospectus supplement based on the number of Endo Pharma LLC
units held by each such member. Affiliates of Kelso & Company own 83.6% of Endo Pharma LLC; Greenwich Street
Capital Partners, L.P., Greenwich Street Capital Offshore Fund, Ltd., Citigroup Employees Fund GSP, L.P., The
Travelers Insurance Company and The Travelers Life and Annuity Company together own 13.7% of Endo Pharma
LLC; our management, in the aggregate, owns 0.7% of Endo Pharma LLC; and certain other outside investors own
2.0% of Endo Pharma LLC. Following the completion of this offering, Endo Pharma LLC will beneficially own less
than 1% of our common stock representing shares underlying Endo Pharma LLC stock options that have been granted
or will be granted in the future.

(e) Mr. Delucca is a director of our company. The business address for this person is 314 Ardmore Road,
Ho-Ho-Kus, NJ 07423. Mr. Delucca s beneficial ownership after the offering represents options to purchase 10,000
shares of common stock under the Endo Pharmaceutical s Holdings Inc. 2004 Stock Incentive Plan, none of which are
currently exercisable.

® Mr. Hyatt is a director of our company. The business address for Mr. Hyatt is c/o Bear, Stearns & Co. Inc.,
383 Madison Avenue, New York, New York 10179. Mr. Hyatt s beneficial ownership after the offering includes

(1) 225,000 shares of common stock owned directly by Mr. Hyatt, (ii) 20,750 shares held in trusts for which Mr. Hyatt
serves as trustee and as to which shares Mr. Hyatt holds either the sole or the shared power of disposition or the power
to vote and (iii) options to purchase 50,000 shares of common stock granted under the Endo Pharmaceuticals
Holdings Inc. 2000 and 2004 Stock Incentive Plans, 26,250 of which are currently exercisable. Mr. Hyatt s beneficial
ownership after the offering excludes 25,000 shares of common stock held in a trust for the benefit of the children of
Mr. Hyatt, as to which shares Mr. Hyatt has neither the power of disposition nor the power to vote.

() Mr. Kimmel is a director of our company. The business address for Mr. Kimmel is c/o Rothschild, Inc., 1251
Avenue of the Americas, New York, New York 10022. Mr. Kimmel s beneficial ownership after the offering includes
(1) 165,000 shares of common stock held in trusts for which Mr. Kimmel serves as trustee and as to which shares

Mr. Kimmel holds either the sole or the shared power of disposition and power to vote and (ii) options to purchase
33,741 shares of common stock granted under the Endo Pharmaceuticals Holdings Inc. 2000 and 2004 Stock Incentive
Plans, 9,991 of which are currently exercisable. Mr. Kimmel s beneficial ownership excludes a total of 40,367 shares
of common stock held in trusts for the benefit of Mr. Kimmel s adult children, as to which shares Mr. Kimmel has
neither the power of disposition nor the power to vote. Of the shares of common stock held in the trusts, 177,865 had
been placed in a 10b5-1 pre-set selling program for a period of six months which began on November 1, 2005. On
November 23, 2005, Mr. Kimmel sold 43,684 shares pursuant to his 10b5-1 pre-set selling program. On January 4,
2006, Mr. Kimmel sold 26,128 shares pursuant to his 10b5-1 pre-set selling program. 108,053 shares remain in his
10b5-1 pre set selling program.
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(h) Dr. Meanwell is a director of our company. The business address for Dr. Meanwell is c/o The Medicines
Company, 5 Sylvan Way, Parsippany, New Jersey 07054. Dr. Meanwell s beneficial ownership represents options to
purchase 35,000 shares of our common stock granted under the Endo Pharmaceuticals Holdings Inc. 2000 and 2004
Stock Incentive Plans, 11,250 of which are currently exercisable.

@) Mr. O Donnell is a director of our company. The business address for Mr. O Donnell is Briscoe Capital
Management, L.L.C., 295 Madison Avenue, 31st Floor, New York, New York 10017. Mr. O Donnell s beneficial
ownership after the offering represents options to purchase 35,000 shares of our common stock granted under the
Endo Pharmaceuticals Holdings Inc. 2000 and 2004 Stock Incentive Plans, none of which are currently exercisable.

G) Mr. Lankau is our President and Chief Executive Officer and is a director of our company. Mr. Lankau s
beneficial ownership after the offering includes 23,747 shares of our common stock and 1,308,384 shares underlying
options granted under the Endo Pharmaceuticals Holdings Inc. 2000 and 2004 Stock Incentive Plans, 549,246 of

which are currently exercisable. Of Mr. Lankau s options, 436,520 had been placed in a 10b5-1 pre-set selling program
for a period of approximately 24 months which began on March 1, 2006. On March 1, 2006, Mr. Lankau sold 43,652
shares pursuant to the exercise of options under his 10b5-1 pre-set selling program. 392,868 shares underlying options
remain in his 10b5-1 pre set selling program.

k) Dr. Lee is our Executive Vice President and Chief Scientific Officer. The shares to be sold by Dr. Lee include
1,596 shares, which represent Dr. Lee s pro rata portion of Endo Pharma LL.C s shares, 233,404 shares of Endo
common stock and 235,282 shares, which represent the shares of common stock that Dr. Lee received when he
exercised his Endo Pharma LLC employee stock options in connection with this offering. Dr. Lee owned 0.02% of
Endo Pharma LLC and may have been deemed to share beneficial ownership of shares of common stock owned of
record by Endo Pharma LLC by virtue of his status as a member of Endo Pharma LLC. Dr. Lee shared voting power
along with the other members of Endo Pharma LLC with respect to shares of common stock owned by Endo Pharma
LLC, but disclaimed beneficial ownership of such securities except to the extent of his pecuniary interest. Dr. Lee s
beneficial ownership after the offering includes 185,754 shares.

o Mr. Black is our Executive Vice President, Chief Financial Officer and Treasurer. The shares to be sold by

Mr. Black include 3,193 shares, which represent Mr. Black s pro rata portion of Endo Pharma LLC s shares. Mr. Black
owned 0.05% of Endo Pharma LLC and may have been deemed to share beneficial ownership of shares of common
stock owned of record by Endo Pharma LLC by virtue of his status as a member of Endo Pharma LLC. Mr. Black
shared voting power along with the other members of Endo Pharma LLC with respect to shares of common stock

owned by Endo Pharma LLC, but disclaimed beneficial ownership of such securities except to the extent of his
pecuniary interest. Mr. Black s beneficial ownership after the offering includes 358,518 shares and 235,282 shares
underlying options that he holds in the Endo Pharma LLC 1997 Stock Option Plans and the Endo Pharma LLC 2000
Supplemental Stock Option Plans, all of which are currently exercisable.

(m) Ms. Manogue is our Executive Vice President, Chief Legal Officer and Secretary. Ms. Manogue s beneficial
ownership after the offering includes 30,835 shares of our common stock and 280,248 shares underlying options
granted under the Endo Pharmaceuticals Holdings Inc. 2000 and 2004 Stock Incentive Plans, 91,740 of which are
currently exercisable.

(n) The business address for this person is c/o Kelso & Company, 320 Park Avenue, 24th Floor, New York, New
York 10022.

(0) KIA V and KEP V shared investment and voting power along with the other members of Endo Pharma LLC
with respect to shares of common stock owned by Endo Pharma LLC, but each

10
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disclaimed beneficial ownership of such securities except to the extent of its pecuniary interest. Kelso Partners V, L.P., or KP V, may have been
deemed to share beneficial ownership of shares of common stock owned of record by Endo Pharma LLC by virtue of its status as a general
partner of KIA V, which is a member of Endo Pharma LLC. KP V shares investment and voting power along with its general partners with
respect to shares of common stock owned by Endo Pharma LLC, but disclaims beneficial ownership of such securities except to the extent of its
pecuniary interest.

) Messrs. Goldberg and Wahrhaftig were directors of our company through March 15, 2006. Messrs. Nickell,
Wall, Matelich, Goldberg, Wahrhaftig, Bynum, Berney, Loverro and Connors may be deemed to share beneficial
ownership of shares of common stock owned of record by Endo Pharma LLC by virtue of the status of Kelso
Investment Associates V, L.P., or KIA V, and Kelso Equity Partners V, L.P., or KEP V, as members of Endo Pharma
LLC. Messrs. Nickell, Wall, Matelich, Goldberg, Wahrhaftig, Bynum, Berney, Loverro and Connors may be deemed
to share beneficial ownership of securities owned of record by KIA V and KEP V, by virtue of the status of each of
them as a general partner of the general partner of KIA V and as a general partner of KEP V. Messrs. Nickell, Wall,
Matelich, Goldberg, Wahrhaftig, Bynum, Berney, Loverro and Connors share investment and voting power along with
the other general partners with respect to shares of our common stock owned indirectly by KIA V and KEP V through
Endo Pharma LLC, but disclaim beneficial ownership of such securities except to the extent of each individual s
pecuniary interest.

(@ The business address for Greenwich Street Capital Partners, L.P. and Greenwich Street Capital Offshore

Fund, Ltd. is 500 Campus Drive, Suite 220, Florham Park, New Jersey 07932. The business address for Citigroup
Employees Fund GSP, L.P. is 399 Park Avenue, New York, New York 10043. The business address for The Travelers
Insurance Company and The Travelers Life and Annuity Company is One City Place, Hartford, Connecticut
06103-3415. Greenwich Street Investments, L.P. is the general partner of Greenwich Street Capital Partners, L.P.
Greenwich Street Investments, L.L.C. is the managing general partner of Greenwich Street Investments, L.P. The
Travelers Insurance Company is the sole member of Greenwich Street Investments, L.L..C. Andrew Wagner and
Woodbourne Corporation (BVI) Limited are the directors of Greenwich Street Capital Offshore Fund, Ltd. TRV
Employees Investments, Inc. is the general partner of Citigroup Employees Fund GSP, L.P. and is a wholly owned
subsidiary of Citigroup Inc. GSCP (NJ), L.P. is the manager of Greenwich Street Capital Partners, L.P., Greenwich
Street Capital Offshore Fund, Ltd. and Citigroup Employees Fund GSP, L.P. GSCP (NJ), Inc. is the general partner of
GSCP (NJ), L.P. Each of Keith W. Abell, Alfred C. Eckert III, Robert A. Hamwee, Richard M. Hayden, Thomas V.
Inglesby, Matthew C. Kaufman, Christine K. Vanden Beukel, Andrew Wagner and Frederick H. Horton is an
executive officer and stockholder of GSCP (NJ), Inc. and a limited partner of GSCP (NJ), L.P. Greenwich Street
Investments, L.P., Greenwich Street Investments, L.L.C. and The Travelers Insurance Company, because of their
relationships with Greenwich Street Capital Partners, L.P., may be deemed to beneficially own the securities held by
Greenwich Street Capital Partners, L.P. Notwithstanding the foregoing, the above persons and entities disclaim
beneficial ownership of the securities held by Greenwich Street Capital Partners, L.P. except to the extent of their
respective pecuniary interest in the securities. Andrew Wagner and Woodbourne Corporation (BVI) Limited, because
of their relationships to Greenwich Street Capital Offshore Fund, Ltd., may be deemed to beneficially own the
securities held by Greenwich Street Capital Offshore Fund, Ltd. Notwithstanding the foregoing, the above person and
entity disclaim beneficial ownership of the securities held by Greenwich Street Capital Offshore Fund, Ltd. except to
the extent of their respective pecuniary interest in the securities. TRV Employees Investments, Inc. and Citigroup Inc.,
because of their relationships with Citigroup Employees GSP Fund, L.P., may be deemed to beneficially own the
securities held by Citigroup Employees GSP Fund, L.P. Notwithstanding the foregoing, the above persons and entities
disclaim beneficial ownership of the securities held by Citigroup Employees GSP Fund, L.P. except to the extent of
their respective pecuniary interest in the securities. GSCP (NJ),
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L.P., GSCP (N)), Inc., Keith W. Abell, Alfred C. Eckert III, Robert A. Hamwee, Richard M. Hayden, Thomas V. Inglesby, Matthew C.
Kaufman, Christine K. Vanden Beukel, Andrew Wagner and Frederick H. Horton, because of their relationships with Greenwich Street Capital
Partners, L.P., Greenwich Street Capital Offshore Fund, Ltd. and Citigroup Employees Fund GSP, L.P., may be deemed to beneficially own the
securities held by Greenwich Street Capital Partners, L.P., Greenwich Street Capital Offshore Fund, Ltd. and Citigroup Employees Fund GSP,
L.P. Notwithstanding the foregoing, the above persons and entities disclaim beneficial ownership of the securities held by Greenwich Street
Capital Partners, L.P., Greenwich Street Capital Offshore Fund, Ltd. and Citigroup GSP Fund, L.P. except to the extent of their respective
pecuniary interest in the securities. The Travelers Life and Annuity Company is a wholly owned subsidiary of The Travelers Insurance
Company, which is a subsidiary of Metlife, Inc. The Travelers Insurance Company and Metlife, Inc. may be deemed to be the beneficial owner
of the securities held by The Travelers Life and Annuity Company. The above persons and entities may have been deemed to share beneficial
ownership of the shares of common stock owned of record by Endo Pharma LLC because they were members of Endo Pharma LLC or affiliates
of members of Endo Pharma LLC. The above persons and entities disclaimed beneficial ownership of the securities owned by Endo Pharma
LLC, except to the extent of their respective pecuniary interest in the securities.

63) Until December 31, 2003, Ms. MacDonald was our Executive Vice President of Operations, at which time she
resigned from her executive office, while remaining an employee. The shares to be sold by Ms. MacDonald include
19,156 shares, which represent Ms. MacDonald s pro rata portion of Endo Pharma LLC s shares, 758,420 shares of
Endo common stock and 926,999 shares, which represent the shares of common stock that Ms. MacDonald received
when she exercised her Endo Pharma LLC employee stock options in connection with this offering. Ms. MacDonald
owned 0.27% of Endo Pharma LLC and may have been deemed to share beneficial ownership of shares of common
stock owned of record by Endo Pharma LLC by virtue of her status as a member of Endo Pharma LLC.

Ms. MacDonald shared voting power along with the other members of Endo Pharma LL.C with respect to securities
owned by Endo Pharma LLC, but disclaimed beneficial ownership of such securities except to the extent of her
pecuniary interest.

(s) Mr. Clingen was a director of our company through March 15, 2006. The business address for Mr. Clingen is
c/o BP Capital Management, 5101 Darmstadt Road, Suite A, Hillside, Illinois 60162. Mr. Clingen s beneficial
ownership after the offering represents options to purchase 16,500 shares of common stock under the Endo
Pharmaceuticals Holdings Inc. 2000 and 2004 Stock Incentive Plans, none of which are currently exercisable.

(t) Mr. Mitchell was a director of our company through March 15, 2006. The business address for Mr. Mitchell is
c/o Skadden, Arps, Slate, Meagher & Flom LLP, Four Times Square, New York, New York 10036. Mr. Mitchell s
beneficial ownership after the offering represents options to purchase 13,750 shares of our common stock granted
under the Endo Pharmaceuticals Holdings Inc. 2000 and 2004 Stock Incentive Plans, none of which are currently
exercisable.

() The 141,756 shares that will be sold by the other selling stockholders represent those selling stockholders pro
rata portion of shares that are beneficially owned by Endo Pharma LLC. The other selling stockholders own 2.02% of
Endo Pharma LLC and may have been deemed to share beneficial ownership of shares of common stock owned of
record by Endo Pharma LLC by virtue of their status as members of Endo Pharma LLC. Each selling stockholder
shares voting power along with the other members of Endo Pharma LLC with respect to securities owned by Endo
Pharma LLC, but each disclaimed beneficial ownership of such securities except to the extent of each selling
stockholder s pecuniary interest.

S-8

14



Edgar Filing: ENDO PHARMACEUTICALS HOLDINGS INC - Form 424B5

Compensation

In connection with its sale pursuant to this offering (which will reduce Endo Pharma LLC s ownership to 1,194,124 shares of our
common stock, representing less than 1% of our outstanding common stock), Endo Pharma LLC has advised our
board of directors that it intends to pay a one-time cash bonus to each of Mr. Lankau and Ms. Manogue in the amount
of $3 million and $6 million, respectively, in recognition of their significant contributions to our success. These bonus
payments will be recorded as compensation charges in our financial statements. In addition, a portion of these bonus
payments to Mr. Lankau and Ms. Manogue will, subject to IRS regulations, be permitted to be deducted for income
tax purposes. We are not required to pay nor will we pay to Endo Pharma LLC the amount of any of the tax benefits
related to these bonus payments pursuant to the Tax Sharing Agreement between us and Endo Pharma LLC.

In addition, Endo Pharma LLC has recently determined to pay Kelso & Company $15 million in recognition of its advisory services
in connection with its investment in us. These bonuses to Mr. Lankau and Ms. Manogue and this payment to Kelso &
Company will be funded entirely by Endo Pharma LLC, with no contribution by us.

Endo Pharma LLC has also informed us that, in connection with its eventual winding up, it expects to pay Mr. Black $10 million and make a
special allocation to Ms. Ammon of approximately $22 million, with all or a portion of Ms. Ammon s payment being satisfied
by granting to her the remaining unallocated Endo Pharma LLC stock options for approximately 0.8 million shares
under the Endo Pharma LLC stock option plans. This grant of options to Ms. Ammon is currently expected to be made
in the last quarter of 2006, as determined by Endo Pharma LLC. The exercise of these stock options (assuming they
are granted and exercised) will result in compensation charges which we will be permitted to deduct for income tax
purposes. Under the terms of the Tax Sharing Agreement, we are required to pay to Endo Pharma LLC the amount of
the tax benefit usable by us as a result of the exercise of these stock options into shares of our common stock held by
Endo Pharma LLC. Upon the exercise of the stock options granted under the Endo Pharma LLC stock option plans,
only currently outstanding shares of our common stock held by Endo Pharma LLC will be received by holders of such
options upon exercise. The exercise of stock options pursuant to Endo Pharma LLC stock option plans does not
increase the number of our shares outstanding, and only dilutes the equity holdings of the members of Endo Pharma
LLC and not the equity holdings of our other stockholders.

Assuming an exercise price of these options ($2.42) and assuming a tax rate of 38.4% and a price of our common stock of
$33.43 per share (the closing price on March 20, 2006), we would generally be able to deduct, for income tax

purposes, compensation charges of approximately $31 million, which could result in a tax benefit amount of
approximately $12 million payable to Endo Pharma LLC. This amount is in addition to our estimated tax sharing
liability as of December 31, 2005 payable to Endo Pharma LLC of approximately $195 million. See We entered into a
tax sharing agreement with Endo Pharma LLC in July 2000, pursuant to which we have made and may continue to
make large cash payments to Endo Pharma LLC in Risk Factors in the accompanying prospectus.

On March 21, 2006, Endo Pharma LLC accelerated the vesting of the remaining 0.3 million Class B stock options issued pursuant to
Endo Pharma LLC s 1997 Executive and Employee Stock Option Plans. This acceleration will create a compensation
charge which will be recorded in the first quarter of 2006, upon exercise of these stock options. Only currently
outstanding shares of our common stock held by Endo Pharma LLC will be received by holders of such options upon
exercise.
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UNDERWRITING

We expect to select an Underwriter in connection with this offering, and to enter into an underwriting agreement with such Underwriter pursuant
to which the Underwriter will agree with us and the selling stockholders, subject to the terms and conditions contained in the such underwriting

agreement, to purchase from the selling stockholders 10,510,108 shares of common stock.

The underwriting agreement will provide that the obligations of the Underwriter are subject to approval of various legal matters by its counsel
and to various other conditions including delivery of legal opinions by our counsel and counsel for the selling stockholders, the delivery of a
comfort letter by our independent auditors and the accuracy of the representations and warranties made by us and the selling stockholders in the
underwriting agreement. Under the underwriting agreement, the Underwriter will be obliged to purchase and pay for all of the above shares of
common stock if any are purchased.

The Underwriter will propose initially to offer the shares of common stock offered by this prospectus supplement to the public at the public
offering price per share set forth on the cover page of this prospectus supplement. After commencement of this offering, the offering price and
other selling terms may be changed by the Underwriter. No such change will alter the amount of proceeds to be received by the selling
stockholders as set forth on the cover page of this prospectus supplement.

The following table summarizes the compensation to be paid to the Underwriter by the selling stockholders in connection with this offering:

Per share Total
[Underwriting discount 51 1 51 |

The expenses of the offering, other than the underwriting discount, are estimated at approximately $800,000 and are payable entirely by us.

In the underwriting agreement, we and the selling stockholders will agree to indemnify the Underwriter against certain liabilities, including
liabilities under the Securities Act, or to contribute to payments the Underwriter may be required to make in connection with these liabilities.

We, our executive officers, our directors, Endo Pharma LLC and the other selling stockholders will agree, subject to limited exceptions, that for

a period of 45 days from the date of this prospectus supplement, we and they will not, without the prior written consent of Underwriter, offer,

sell, contract to sell, pledge or otherwise dispose of any shares of our common stock or any securities convertible into or exchangeable for our
common stock. The Underwriter in its sole discretion may release any of the securities subject to these lock-up agreements at any time without
notice. See Selling Stockholders. The Underwriter will agree to exclude from these lock-up agreements, securities exercised and/or sold pursuant

to 10b5-1 pre-set selling programs that are in place at the time of this offering. As of March 17, 2006, Messrs. Kimmel and Lankau
have remaining in their respective 10b5-1 pre-set selling programs 108,053 shares and 392,868 shares underlying
options, respectively, which expire on May 1, 2006 and March 1, 2008, respectively.

Our common stock is quoted on the Nasdaq National Market under the symbol ENDP.

In connection with the offering, the Underwriter may engage in stabilizing transactions, over-allotment transactions, syndicate covering
transactions and penalty bids.

o Stabilizing transactions permit bids to purchase the underlying security so long as the stabilizing bids do not
exceed a specified maximum price.

e Over-allotment involves sales by an underwriter of shares in excess of the number of shares an underwriter is
obligated to purchase, which creates a syndicate short position. Any short position created in connection with this
offering would be a naked short position. A naked short position is more likely to be created if an underwriter is

concerned that there could be downward pressure on
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the price of the shares in the open market after pricing that could adversely affect investors who purchase in the offering the Underwriter may
close out any short position by purchasing shares in the open market.

e  Penalty bids permit representatives to reclaim a selling concession from a syndicate member when the common
stock originally sold by the syndicate member is purchased in a stabilizing or syndicate covering transaction to cover
syndicate short positions.

These stabilizing transactions, syndicate covering transactions and penalty bids may have the effect of raising or maintaining the market price of
our common stock or preventing or retarding a decline in the market price of the common stock. As a result, the price of our common stock may
be higher than the price that might otherwise exist in the open market. These transactions may be effected on the Nasdaq National Market or
otherwise and, if commenced, may be discontinued at any time.

A prospectus in electronic format may be made available on the web sites maintained by the Underwriter, and the Underwriter may distribute
prospectuses electronically. Any Internet distributions will be allocated by the Underwriter on the same bases as other allocations.

Any selling stockholder who is a broker dealer will be deemed to be an underwriter within the meaning of Section 2(11) of the Securities Act,
unless such selling stockholder purchased its shares in the ordinary course of business, and at the time of its purchase of the shares to be resold,

did not have any view to or arrangements or understandings, directly or indirectly, with any person to distribute the shares. The selling

stockholders have each informed us that they are not registered broker dealers. Certain selling stockholders have identified themselves to us as
affiliates of broker dealers. See Selling Stockholders. The selling stockholders who are affiliates of broker dealers have each informed us that
they did not receive the common stock outside of the ordinary course of business nor, at the time of issuance of the common stock, did they have
any view to or any arrangements or understandings, directly or indirectly, with any person to distribute the shares of common stock.

The Underwriter and certain of its affiliates have in the past provided, and may in the future provide, investment banking and other financial and
banking services to us for which they have in the past received, and may in the future receive, customary fees.

United Kingdom

This prospectus supplement is only being distributed to, and is only directed at, persons in the United Kingdom that are qualified investors
within the meaning of Article 2(1)(e) of the Prospectus Directive ( Qualified Investors ) that are also (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the Order ) or (ii) high net worth entities, and
other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being
referred to as relevant persons ). This prospectus supplement and its contents are confidential and should not be distributed, published or
reproduced (in whole or in part) or disclosed by recipients to any other persons in the United Kingdom. Any person in the United Kingdom that
is not a relevant persons should not act or rely on this document or any of its contents.

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a Relevant Member
State ), with effect from and including the date on which the Prospectus Directive is implemented in that Relevant Member State (the Relevant
Implementation Date ) an offer of securities described in this prospectus supplement may not be made to the public in that Relevant Member
State prior to the publication of a prospectus in relation to the shares which has been approved by the competent authority in that Relevant
Member State or, where appropriate, approved in another Relevant Member State and notified to the competent authority in that Relevant
Member State,
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all in accordance with the Prospectus Directive, except that, with effect from and including the Relevant Implementation Date, an offer of shares
may be made to the public in that Relevant Member State at any time:

e to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or
regulated, whose corporate purpose is solely to invest in securities;

e to any legal entity which has two or more of (1) an average of at least 250 employees during the last financial
year; (2) a total balance sheet of more than 43,000,000 and (3) an annual net turnover of more than 50,000,000, as
shown 1n its last annual or consolidated accounts; or

e in any other circumstances which do not require the publication by the issuer of a prospectus pursuant to Article 3
of the Prospectus Directive.

Each purchaser of securities described in this prospectus supplement and the accompanying prospectus located within a Relevant Member State
will be deemed to have represented, acknowledged and agreed that it is a qualified investor within the meaning of Article 2(1)(e) of the
Prospectus Directive.

For the purposes of this provision, the expression an offer of shares to the public in relation to any shares in any Relevant Member State means
the communication in any form and by any means of sufficient information on the terms of the offer and the shares to be offered so as to enable

an investor to decide to purchase or subscribe the shares, as the same may be varied in that Relevant Member State by any measure

implementing the Prospectus Directive in that Relevant Member State and the expression Prospectus Directive means Directive 2003/71/EC and
includes any relevant implementing measure in each Relevant Member State.

LEGAL MATTERS

The validity of the securities offered pursuant to this prospectus supplement has been passed upon for us by our counsel, Skadden, Arps, Slate,
Meagher & Flom LLP, New York, New York. Skadden, Arps, Slate, Meagher & Flom LLP represents Kelso & Company and its affiliates from
time to time. Debevoise & Plimpton LLP, New York, New York is acting as legal counsel to the Underwriter. Debevoise & Plimpton LLP also
represents Kelso and its affiliates from time to time.

S-12

19



Edgar Filing: ENDO PHARMACEUTICALS HOLDINGS INC - Form 424B5

Filed Pursuant to Rule 424(b)(5)
Registration No. 333-131115
PROSPECTUS

Endo Pharmaceuticals Holdings Inc.

Common Stock

Certain selling stockholders from time to time may offer to sell shares of our common stock. We will not receive any proceeds from the sale of
shares of our common stock offered by the selling stockholders.

The selling stockholders may offer and sell our common stock to or through one or more underwriters, dealers and agents, or directly to
purchasers, on a continuous or delayed basis.

You should read this prospectus and any accompanying prospectus supplement carefully before you make your investment decision. The
applicable prospectus supplement will describe, among other things, the means of distribution for any shares of our common stock sold.

Our common stock is quoted on the Nasdaq National Market under the symbol ENDP. On March 20, 2006, the last sale price of the
shares as reported on the Nasdaq National Market was $33.43 per share.

Investing in our common stock involves risks. See Risk Factors beginning on page 2 of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is March 21, 2006.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we filed with the Securities and Exchange Commission, or the SEC, on
January 19, 2006 using a shelf registration or continuous offering process. Under this shelf process, certain selling stockholders may from time
to time sell the shares of common stock described in this prospectus in one or more offerings.

This prospectus provides you with a general description of the common stock that we and certain selling stockholders may offer. Each time we
or a selling stockholder sells common stock, we will provide you with a prospectus supplement containing specific information about the selling
stockholders, if any, the terms of the offering and the means of distribution. A prospectus supplement may include other special considerations
applicable to such offering of common stock. The prospectus supplement may also add, update or change information in this prospectus. If there
is any inconsistency between the information in this prospectus and any prospectus supplement, you should rely on the information in the
prospectus supplement. You should read carefully this prospectus and any prospectus supplement together with the additional information
described under the headings Where You Can Find More Information and Incorporation of Certain Documents by Reference.

FORWARD-LOOKING STATEMENTS

This prospectus, any supplement hereto and documents incorporated by reference herein or therein may contain or incorporate by reference
information that includes or is based on forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act. These statements,
including estimates of future net sales, 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, which is included in documents incorporated by reference, 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, or similar expressions are forward-looking statements.
have based 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
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current views concerning future events, these forward-looking statements involve risks and uncertainties. Investors should note that many

factors, as more fully described in Risk Factors in this document, as updated by any prospectus supplement, and as otherwise enumerated herein
or therein and in documents incorporated by reference, could affect our future financial results and could cause our actual results to differ
materially from those expressed in forward-looking statements contained in this prospectus and any prospectus supplement. Important factors

that could cause our actual results to differ materially from the expectations reflected in the forward-looking statements in this prospectus and

any accompanying prospectus supplement include those factors described in this prospectus under the section titled Risk Factors, including,
among others:

e our ability to successfully develop, commercialize and market new products;
e timing and results of pre-clinical or clinical trials on new products;
e our ability to obtain regulatory approval of any of our pipeline products;

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

e significant cash payments we may be required to make to Endo Pharma LLC pursuant to a tax sharing agreement;
e market acceptance of our future products;

e government regulation of the pharmaceutical industry;

e our dependence on a small number of products;

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

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

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

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

e our ability to protect our proprietary technology;

e 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;

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

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

e the availability of third-party reimbursement for our products;

e the outcome of any pending or future litigation or claims by the government; and
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e 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.

We do not undertake any obligation to update our forward-looking statements after the date of this prospectus 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 and 8-K reports to the SEC.

ii
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THE COMPANY

We are a specialty pharmaceutical company with market leadership in pain management. We are engaged in the research, development, sale and
marketing of branded and generic prescription pharmaceuticals used primarily to treat and manage pain. We have one reportable segment,
pharmaceutical products. According to Wolters Kluwer Health data (formerly NDC Health), the total U.S. market for pain management
pharmaceuticals, excluding over-the-counter products, totaled $18.7 billion in 2005. This represents an approximately 6% compounded annual
growth rate since 2001. Our primary area of focus within this market is analgesics and, specifically, opioid analgesics. In 2005, analgesics were
the fourth most prescribed medication in the United States with over 246 million prescriptions written for this classification. Opioid analgesics is
a segment that comprised approximately 89% of the U.S. analgesics prescriptions for 2005. Total U.S. sales for the opioid analgesic segment
were $8.2 billion in 2005, representing a compounded annual growth rate of 10% since 2001.

We have a portfolio of branded products that includes established brand names such as Lidoderm®, Percocet®, Frova®, Percodan® and
DepoDure. Branded products comprised approximately 71% of our net sales in 2005, with 51% of our net sales
coming from Lidoderm®. Our non-branded generic portfolio, which accounted for 29% of net sales in 2005, currently
consists of products primarily focused in pain management, with our generic oxycodone extended-release tablets
accounting for 14% of our net sales in 2005. We focus on selective generics that have one or more barriers to market
entry, such as complex formulation, regulatory or legal challenges or difficulty in raw material sourcing.

We have established research and development expertise in analgesics and devote significant resources to this effort so that we can maintain and
develop our product pipeline. Our late-stage branded product pipeline includes two filed New Drug Applications, or NDAs, three products in
Phase III clinical trials and four products in Phase II clinical trials.

We enhance our financial flexibility by outsourcing certain of our functions, including manufacturing. Currently, our primary suppliers of
contract manufacturing services are Novartis Consumer Health, Inc. and Teikoku Seiyaku Co., Ltd.

Through a dedicated sales force of approximately 370 sales representatives in the United States, we market our branded pharmaceutical products
to high-prescribing physicians in pain management, neurology, surgery, anesthesiology, oncology and primary care. Our sales force also targets
retail pharmacies and other healthcare professionals throughout the United States.

On a continuous basis, we evaluate and, where appropriate, pursue acquisition and licensing opportunities on terms we consider favorable. In
particular, we look to continue to enrich our product line by acquiring or licensing rights to additional products and compounds and therefore
regularly evaluate selective acquisition and license opportunities. Such acquisitions or licenses may be carried out through the purchase of
assets, joint ventures and licenses or by acquiring other companies. Currently, however, we have no binding commitment related to any
acquisitions or licenses.

Our wholly owned subsidiary, Endo Pharmaceuticals Inc., commenced operations in 1997 by acquiring certain pharmaceutical products, related
rights and assets of The DuPont Merck Pharmaceutical Company, which subsequently became DuPont Pharmaceuticals Company and was
thereafter purchased by the Bristol Myers Squibb Pharma Company in 2001. Endo Pharmaceuticals Inc. was formed by some members of the
then-existing management of DuPont Merck and an affiliate of Kelso & Company who were also parties to the purchase agreement, under which
we acquired these initial assets. We were incorporated in Delaware as a holding company on November 18, 1997.

Our executive offices are located at 100 Endo Boulevard, Chadds Ford, Pennsylvania 19317. Our telephone number is (610) 558-9800. The
address of our website is www.endo.com (this is an inactive textual reference only). The information on our website is not part of this prospectus
or any accompanying prospectus supplement.
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RISK FACTORS

You should carefully consider the following risk factors in addition to the other information in this prospectus and any accompanying
prospectus supplement before investing in our common stock.

Risks Related to Our Business

We face intense competition, in particular from companies that develop rival products to our branded products and from companies with
which we compete to acquire rights to intellectual property assets.

The pharmaceutical industry is intensely competitive, and we face competition across the full range of our activities. If we fail to compete
successfully in any of these areas, our business, profitability and cash flows could be adversely affected. Our competitors include many of the
major brand name and generic manufacturers of pharmaceuticals, especially those doing business in the United States. In the market for branded
pharmaceutical products, our competitors, including Abbott Laboratories, Alpharma Inc., Johnson & Johnson, Ligand Pharmaceuticals
Incorporated, Pfizer, Inc. and The Purdue Frederick Company, vary depending on product category, dosage strength and drug-delivery systems.
In addition to product safety, development and efficacy, other competitive factors in the branded pharmaceutical market include product quality
and price, reputation, service and access to scientific and technical information. It is possible that developments by our competitors will make
our products or technologies uncompetitive or obsolete. Because we are smaller than many of our national competitors in the branded
pharmaceutical products sector, we may lack the financial and other resources needed to maintain our profit margins and market share in this
sector.

The intensely competitive environment of the branded products business requires an ongoing, extensive search for medical and technological
innovations and the ability to market products effectively, including the ability to communicate the effectiveness, safety and value of branded
products to healthcare professionals in private practice, group practices and managed care organizations.

Our branded products face competition from generic versions. Generic versions are generally significantly cheaper than the branded version,
and, where available, may be required or encouraged in preference to the branded version under third party reimbursement programs, or
substituted by pharmacies for branded versions by law. The entrance of generic competition to our branded products generally reduces our

market share and adversely affects our profitability and cash flows. Generic competition with our branded products, including Percocet® , has
had and will continue to have a material adverse effect on the net sales and profitability of our branded products.

Additionally, we compete to acquire the intellectual property assets that we require to continue to develop and broaden our product range. In
addition to our in-house research and development efforts, we seek to acquire rights to new intellectual property through corporate acquisitions,
asset acquisitions, licensing and joint venture arrangements. Competitors with greater resources may acquire assets that we seek, and even where
we are successful, competition may increase the acquisition price of such assets or prevent us from capitalizing on such acquisitions or licensing
opportunities. If we fail to compete successfully, our growth may be limited.

If generic manufacturers use litigation and regulatory means to obtain approval for generic versions of our branded drugs, our sales may

suffer.
The Hatch Waxman Act permits the FDA to approve abbreviated new drug applications (each, an ANDA ) for generic versions of branded drugs.

The ANDA process permits competitor companies to obtain marketing approval for a drug with the same active ingredient for the same uses but
does not require the conduct and submission of clinical studies demonstrating safety and efficacy for that product.

2
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In place of such clinical studies, an ANDA applicant essentially needs only to submit data demonstrating that its product is bioequivalent to the
branded product.

The Hatch Waxman Act requires an applicant for a drug that relies, at least in part, on data from the branded drug regarding the safety and
efficacy of the same active ingredient, to notify us of their application and potential infringement of our patent rights. Upon receipt of this notice
we would have 45 days to bring a patent infringement suit in federal district court against the company seeking to violate our patent rights. The
discovery, trial and appeals process in such suits can take several years. If such a suit is commenced, the Hatch Waxman Act provides a
30-month stay on the approval of the competitor s application. If the litigation is resolved in favor of the generic applicant or the challenged
patent expires during the 30-month stay period, the stay is lifted and the FDA s review of the application may be completed. Such litigation is
often time-consuming and quite costly and may result in generic competition if such patent(s) are not upheld or if the generic competitor does

not infringe such patent(s). The filing of any ANDA with respect to any of our branded drugs, particularly Lidoderm®, could have an
adverse impact on our stock price and, if the patents covering our branded drugs, including Lidoderm®, were not
upheld in litigation or if the generic competitor is found to not infringe these patents, the resulting generic competition
would have a material adverse effect on our net sales, gross profit, operating income, net income and cash flows.

We face intense competition from other manufacturers of generic versions of our generic products.

Our generic products compete with branded products and with generic versions made by or for other manufacturers, such as Mallinckrodt Inc.,
Roxane Laboratories, Inc., Teva Pharmaceutical Industries Ltd. and Watson Pharmaceuticals, Inc. When additional versions of one of our
generic products enter the market, we generally lose market share and our selling prices and margins on the product decline. Because we are
smaller than many of our full-line competitors in the generic pharmaceutical products sector, we may lack the financial and other resources
needed to maintain our profit margins and market share in this sector.

On June 7, 2005, we launched the 10mg, 20mg, 40mg and 80mg strengths of our bioequivalent versions of OxyContin®. We had 180 days
of marketing exclusivity under the Hatch Waxman Act with respect to the 10mg, 20mg and 40mg strengths of this
product, since we were the first applicant to file an ANDA containing a Paragraph IV certification for these
oxycodone extended release strengths. After the expiration of our marketing exclusivity period on December 5, 2005,
several competitors launched bioequivalent versions of the 10mg, 20mg and 40mg strengths of OxyContin® . Other
competitors may launch additional generic versions of all four strengths of OxyContin®. The entrance of other
competitors has and will continue to reduce our market share for bioequivalent versions of OxyContin® and adversely
affect the profitability of these products.

Most of our net sales come from a small number of products.

Net sales of Lidoderm®, generic oxycodone extended release, Percocet®, Endocet®, and generic morphine sulfate
accounted for: 51%, 14%, 13%, 8% and 5%; 50%, 0%, 14%, 19% and 10%; and 30%, 0%, 36%, 11% and 16% of our
net sales for the years ended December 31, 2005, 2004 and 2003, respectively. The FDA has granted

Lidoderm® orphan drug status for the treatment of the pain associated with post herpetic neuralgia, which means,
generally, that no other lidocaine containing product can be approved for this indication prior to March 19, 2006. On
June 7, 2005, we launched our generic extended release oxycodone product, our bioequivalent, or generic, version of
OxyContin®. After the expiration of our marketing exclusivity period in December 2005, several competitors
launched bioequivalent versions of the 10mg, 20mg and 40mg strengths of OxyContin®. In addition, we could be
forced to stop selling our generic OxyContin® product if we are ultimately unsuccessful in our litigation with Purdue.
See  We face intense competition from other manufacturers of generic versions of our generic products. and
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Although we were successful in our patent challenge against Purdue for our generic OxyContin® product, both at trial and on appeal,
the Court of Appeals has vacated its unanimous affirmance of the Opinion and Order in our favor and affirmed the
District Court s finding that, if Purdue s patents are enforceable, our oxycodone extended-release tablets infringe these
patents. Further, the Federal Circuit issued a new opinion on February 1, 2006 remanding the case to the same District
Court for its further consideration as to whether the Purdue patents are unenforceable. If we are ultimately
unsuccessful, we may be liable for damages and the price of our common stock may decline.

If we were unable to continue to market any of these products, if any of them were to lose market share, for example, as the result of the entry of
new competitors, particularly from generic versions of branded drugs, or if the prices of any of these products were to decline significantly, our
net sales, profitability and cash flows would be materially adversely affected. For example, the introduction of other bioequivalent versions of
the 10mg, 20mg and 40mg strengths of OxyContin® has had and will continue to have an adverse effect by reducing our market
share and adversely affecting our profitability and cash flows that we would have otherwise achieved if we supplied
the exclusive generic equivalent to the 10mg, 20mg and 40mg strengths of OxyContine.

We face intense competition from brand-name companies that sell or license their own generic versions of our generic products or seek to
delay the introduction of generic products.

Brand-name pharmaceutical companies have taken aggressive steps to thwart competition from generic equivalents of their brand-name

products. In particular, brand-name companies sell directly to the generics market or license their products for sale to the generics market

through licensing arrangements or strategic alliances with generic pharmaceutical companies (so-called authorized generics ). No significant
regulatory approvals are required for a brand-name manufacturer to sell directly or through a third party to the generic market. Brand-name
manufacturers do not face any other significant barriers to entry into such market. Purdue has permitted Watson Pharmaceuticals Inc. to

distribute the so-called authorized generic versions of OxyContin® and MS Contin®, the branded version of our morphine sulfate
extended release tablets, pursuant to one or more distribution arrangements with Purdue. The introductions of these
so-called authorized generics have had and may continue to have an adverse effect by reducing our market share and

adversely affecting our profitability and cash flows.

In addition, brand-name companies continually seek new ways to delay generic introduction and decrease the impact of generic competition,
such as filing new patents on drugs whose original patent protection is about to expire; filing an increasing number of patents that are more
complex and costly to challenge; filing suits for patent infringement that automatically delay approval by the FDA; developing patented
controlled release or other next generation products, which often reduces the demand for the generic version of the existing product for which
we may be seeking approval; changing product claims and product labeling; developing and marketing as over-the-counter products those
branded products that are about to face generic competition; or filing citizens petitions with the FDA seeking restraints on our products or
seeking to prevent them from coming to market. These strategies may increase the costs and risks associated with our efforts to introduce
generic products and may delay or prevent such introduction altogether.

We entered into a tax sharing agreement with Endo Pharma LLC in July 2000, pursuant to which we have made and may continue to make
large cash payments to Endo Pharma LLC.

Endo Pharma LLC is a limited liability company that currently holds a significant portion of our common stock, in which affiliates of Kelso &
Company and certain members of management have an interest. Endo Pharma LLC was formed in connection with the acquisition of Algos
Pharmaceutical Corporation in July 2000 to ensure that the stock options granted pursuant to the Endo Pharma LLC stock option plans diluted
only the Endo common stock held by persons and entities that held such shares prior

4
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to our merger with Algos. Upon the exercise of the stock options granted under the Endo Pharma LLC stock option plans, only currently
outstanding shares of our common stock held by Endo Pharma LLC will be received by holders of such options upon exercise.

Upon exercise of any of these Endo Pharma LLC stock options, we generally will be permitted to deduct as a compensation charge, for income
tax purposes, an amount equal to the difference between the market price of our common stock and the exercise price paid upon exercise of
these options (as of December 31, 2005, we had recognized compensation deductions of approximately $669 million, which is estimated to
result in a tax benefit amount of approximately $257 million). Because Endo Pharma LLC, and not us, will provide the shares upon the exercise
of the stock options granted pursuant to the Endo Pharma LLC stock option plans, we entered into a tax sharing agreement with Endo Pharma
LLC under which we are required to pay to Endo Pharma LLC upon the occurrence of a liquidity event, as described further below, the amount
of the tax benefit usable by us as a result of the exercise of these stock options into shares of our common stock held by Endo Pharma LLC. As
of December 31, 2005, approximately 32.7 million of these stock options had been exercised into shares of our common stock held by Endo
Pharma LLC. Under the tax sharing agreement, we are required to pay approximately $257 million to Endo Pharma LLC to the extent that a
compensation charge deduction is usable by us to reduce our taxes and based upon the assumption that all other deductions of Endo
Pharmaceuticals Holdings Inc. are used prior thereto.

We had no obligation to make any payments under the tax sharing agreement to Endo Pharma LLC prior to the occurrence of a liquidity event.
The tax sharing agreement defines a liquidity event as a transaction or series of transactions resulting in (a) a sale of greater than 20% on a fully
diluted basis of our common equity (either through (i) primary offerings by us, (ii) secondary sales by Endo Pharma LLC or other holders of
common stock or (iii) a combination of both such primary and secondary offerings), (b) a change in control of us or (c) a sale of all or
substantially all of our assets. On April 30, 2004, we amended the tax sharing agreement to clarify when a liquidity event has occurred and to
provide for a specific schedule upon which payments currently contemplated by the tax sharing agreement would be made once a liquidity event
has occurred. The amendment established a formula for calculating when a sale of 20% of our common equity had occurred and specified that
secondary sales of our common stock include sales pursuant to a shelf registration statement. The amendment also provides that upon the
occurrence of a liquidity event, we are obligated to pay to Endo Pharma LLC, within 30 business days, the amount of the tax benefits usable by
us in each of the previous taxable years for which we have filed a federal income tax return. Moreover, with respect to all taxable years for
which we file our federal income tax return after the occurrence of a liquidity event, the amount of the tax benefits usable by us in each such
year will be paid to Endo Pharma LLC in two installments: (i) 50% of the estimated amount shall be paid within 15 business days of our receipt
from our independent registered public accounting firm of an opinion on our final audited financial statements, and (ii) the remaining amount
shall be paid within 30 business days of the filing of our federal income tax return.

A liquidity event occurred on August 9, 2004, when Endo Pharma LLC completed the secondary sale of 11 million shares of common stock. The
closing of this offering, when combined with the sale by Endo Pharma LLC of the sale of 16.6 million shares on July 8, 2003, constituted a
liquidity event under the tax sharing agreement and triggered a payment obligation with respect to tax benefits usable by us in previous years. In
2004, we paid $13.5 million to Endo Pharma LLC to satisfy the tax sharing obligations attributable to 2001, 2002 and 2003.

Since 6.6 million shares underlying stock options granted under the Endo Pharma LLC stock option plans were exercised into common stock
and sold in the offerings on August 9, 2004 and November 29, 2004, at prices of $17.46 and $20.02, respectively, with a weighted average
exercise price of $2.44, and an assumed tax rate of 38.7%, we were obligated to pay Endo Pharma LLC a tax benefit of approximately

$41 million. Fifty percent of the tax benefit amount attributable to these two 2004 offerings and other
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Endo Pharma LLC stock option exercises in 2004, aggregating $21.4 million, was due and was paid within 15 business days of the date we
received an opinion on our audited 2004 financial statements from our independent registered public accounting firm and the remaining fifty
percent of the tax benefit amount attributable to 2004 was due within 30 business days of the date on which we filed our 2004 tax return with the
Internal Revenue Service (which occurred in September 2005) and approximately $21.4 million was paid in October 2005 to satisfy the tax
sharing obligations attributable to 2004.

On October 12, 2005, as part of the sale of 33.35 million shares of our common stock, approximately 19.5 million shares underlying stock
options granted under the Endo Pharma LLC stock option plans were exercised at a market price of $26.04, with a weighted average exercise
price of $2.72, and an assumed tax rate of 38.4%. Since the attributable compensation charge deductions are usable to reduce our taxes in 2005,
we are obligated, under our amended tax sharing agreement, to pay to Endo Pharma LLC an additional tax benefit amount of approximately
$175 million, which was accrued in the fourth quarter of 2005. Fifty percent of the estimated tax benefit amount attributable to the October 12,
2005 offering and any additional tax benefits attributable to the exercise of stock options granted under the Endo Pharma LLC stock option plans
in 2005, totalling approximately $100 million, will be paid on March 22, 2006 and the remaining tax benefit amount attributable to 2005 is due
within 30 business days of the date on which we file our 2005 tax return with the Internal Revenue Service.

Additionally, since approximately 2.7 million additional stock options granted under the Endo Pharma LLC stock option plans were exercised
prior to January 1, 2006 and since the attributable compensation charge deductions are usable to reduce our taxes in 2005, we will be obligated,
under our amended tax sharing agreement, to pay to Endo Pharma LLC an additional tax benefit amount of approximately $26 million in 2006.
As a result of the significant tax deductions expected to have been generated in 2005 from the exercise of the 22.2 million stock options
discussed above, we have incurred a net operating loss in 2005 for tax purposes which will permit us to obtain a tax refund of a portion of prior
years payments during 2006. All payments that have been, or will be, made or accrued pursuant to the tax sharing agreement have been, or will
be, reflected as a reduction of stockholders equity in our consolidated financial statements. As of December 31, 2005, there are approximately
2.8 million stock options remaining to be exercised under the Endo Pharma LLC stock option plans. Using a weighted average exercise price of
$2.42 per share and an assumed tax rate of 38.4%), if all of these remaining stock options under the Endo Pharma LLC stock option plans were
vested and exercised, and assuming the price of our common stock was $30.26 per share, the closing price on December 30, 2005, we would
generally be able to deduct, for income tax purposes, compensation of approximately $78 million, which could result in a tax benefit amount of
approximately $30 million payable to Endo Pharma LLC in 2007 and beyond. Our tax sharing liability as of December 31, 2005 payable to
Endo Pharma LLC is approximately $195 million.

Although we were successful in our patent challenge against Purdue for our generic OxyContin® product, both at trial and on appeal,
the Court of Appeals has vacated its unanimous affirmance of the Opinion and Order in our favor and affirmed the
District Court s finding that, if Purdue s patents are enforceable, our oxycodone extended-release tablets infringe these
patents. Further, the Federal Circuit issued a new opinion on February 1, 2006 remanding the case to the same District
Court for its further consideration as to whether the Purdue patents are unenforceable. If we are ultimately

unsuccessful, we may be liable for damages and the price of our common stock may decline.

The Purdue Frederick Company and related parties filed suit against us and our subsidiary, Endo Pharmaceuticals Inc., or EPI, in October 2000
(and again in March 2001 and August 2001) alleging that our 10mg, 20mg, 40mg and 80mg bioequivalent versions of OxyContin®, for which
we filed an ANDA, violate three of their patents. The trial of the patent claims concluded in June 2003. The U.S.
District Court for the Southern District of New York issued an Opinion and Order on January 5, 2004 holding that,
while EPI infringes the three Purdue patents, the patents are unenforceable due to Purdue s inequitable conduct.
Accordingly, the district court dismissed Purdue s patent infringement suit against us and EPI,
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declared the patents invalid, and enjoined Purdue from further enforcement of the patents. Purdue filed an appeal as well as motions to stay the
injunction against the enforcement of their patents pending the outcome of the appeal and to expedite the appeal. Both motions were denied on
March 18, 2004. On June 7, 2005, the U.S. Court of Appeals for the Federal Circuit in Washington, D.C. affirmed the Opinion and Order of the
District Court issued in our favor on January 5, 2004. This affirmance by the Federal Circuit Court dismissed the claims that our oxycodone
extended release tablets infringe Purdue patents, and permanently enjoined Purdue from enforcing these patents.

On June 21, 2005, Purdue filed a petition with the Federal Circuit Court of Appeals seeking rehearing of the case by the panel that issued the
June 7, 2005 decision, or alternatively by the entire court. On July 18, 2005, the Federal Circuit Court of Appeals requested that we submit a
response brief as part of its review process of Purdue s petition for rehearing and rehearing en banc. We submitted this response on August 1,
2005. On February 1, 2006, we announced that the Federal Circuit Court of Appeals had vacated its unanimous June 7, 2005 affirmance of the
Opinion and Order in our favor and affirmed the District Court s finding that, if Purdue s patents are enforceable, our oxycodone extended-release
tablets infringe these patents. Further, the Federal Circuit issued a new opinion on February 1, 2006 remanding the case to the same District
Court for its further consideration as to whether the Purdue patents are unenforceable. We intend to continue marketing our generic oxycodone
extended-release tablets at this time. In the event there is a final nonappealable judgment that Purdue s patents are valid and enforceable, we
could face substantial liability for patent infringement and be obligated to pay Purdue damages in an amount to be determined by the District
Court. Although there can be no assurance, we believe that we would be able to fund the payment of these damages without materially adversely
affecting our business operations, including our acquisition and licensing strategy. We can make no prediction as to how or when the District
Court will rule on remand or whether Purdue will appeal again in the event we are successful on remand. Because we commenced commercial

sale of our bioequivalent versions of OxyContin®, we could face substantial damages for patent infringement and be forced to
stop selling our generic OxyContin® product if we are ultimately unsuccessful and one or more of the Purdue patents
is found valid and enforceable and there is a final court decision adverse to us.

Most of our core products contain narcotic ingredients. As a result of reports of misuse or abuse of prescription narcotics, the sale of such
drugs may be subject to new regulation, including the development and implementation of Risk Minimization Action Plans ( Risk MAP ),
which may prove difficult or expensive to comply with, and we and other pharmaceutical companies may face lawsuits.

Most of our core products contain narcotic ingredients. Misuse or abuse of such drugs can lead to physical or other harm. Specifically, in the
past two years, reportedly widespread misuse or abuse of OxyContin®, a Purdue product containing the narcotic oxycodone,
resulted in the strengthening of warnings on its labeling. In addition, Purdue, the manufacturer of OxyContin®, faces
numerous lawsuits, including class action lawsuits, related to OxyContin® misuse or abuse. On June 7, 2005, we
began commercial sale of our oxycodone extended release tablets, 10mg, 20mg, 40mg and 80mg strengths, each
bioequivalent versions of OxyContin®. We may be subject to litigation similar to the OxyContin® suits related to our
generic version of OxyContin® or any other narcotic containing product we market.

The FDA or the DEA may impose new regulations concerning the manufacture and sale of prescription narcotics. Such regulations may include
new labeling requirements, the development and implementation of Risk MAPs, restrictions on prescription and sale of these products and
mandatory reformulation of our products in order to make abuse more difficult. In addition, state health departments and boards of pharmacy
have authority to regulate distribution and may modify their regulations with respect to prescription narcotics in an attempt to curb abuse. In
either case, any such new regulations may be difficult and expensive for us to comply with, may delay our introduction of new products, may
adversely affect our net sales and may have a material adverse effect on our business, profitability and cash flows.
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On July 13, 2005, the FDA asked Purdue to withdraw its product Palladone (hydromorphone hydrochloride extended release capsules) from the
market after acquiring new information that serious and potentially fatal adverse reactions can occur when the product is taken together with
alcohol. The data were gathered from a Purdue sponsored study testing the potential effects of alcohol use and showed that when Palladone is
taken with alcohol the extended release mechanism is harmed, which can lead to dose-dumping. Dose-dumping is a term that describes the rapid
release of the active ingredient from an extended release product into the blood stream, resulting in serious, even fatal, adverse events in some
patients. Although we do not currently market any product comprised of a formulation similar to Purdue s Palladone, we cannot predict what, if
any, new regulations may result from the FDA s actions with regard to Palladone and what effect such regulations would have on our business.

The pharmaceutical industry is heavily regulated, which creates uncertainty about our ability to bring new products to market and imposes
substantial compliance costs on our business.

The federal, state and local governmental authorities in the United States, the principal one of which applies to our products is the FDA, impose
substantial requirements on the development, manufacture, labeling, sale, distribution, marketing, advertising, promotion and introduction of
therapeutic pharmaceutical products through lengthy and detailed laboratory and clinical testing and other costly and time-consuming
procedures. The submission of an NDA or ANDA to the FDA alone does not guarantee that the FDA will grant approval to market the product.
Satisfaction of FDA requirements typically takes a number of years, varies substantially based upon the type, complexity and novelty of the
pharmaceutical product and is subject to uncertainty. The NDA approval process for a new product varies in time, generally requiring a
minimum of 10 months, but could also take several years from the date of application. The timing for the ANDA approval process for generic
products is difficult to estimate and can vary significantly.

NDA approvals, if granted, may not include all uses for which a company may seek to market a product. The FDA actively enforces regulations
prohibiting marketing of products for unapproved uses. Failure to comply with applicable regulatory requirements in this regard can result in,
among other things, suspensions of approvals, seizures or recalls of products, injunctions against a product s manufacture, distribution, sales and
marketing, operating restrictions, civil penalties and criminal prosecutions. Furthermore, changes in existing regulations or the adoption of new
regulations could prevent us from obtaining, or affect the timing of, future regulatory approvals. The effect of government regulation may be to
delay marketing of our new products for a considerable period of time, to impose costly procedures upon our activities and to furnish a
competitive advantage to larger companies that compete against us.

We cannot assure you that the FDA or other regulatory agencies will approve any products developed by us, including oxymorphone extended
release (ER) or oxymorphone immediate release (IR), on a timely basis, if at all, or, if granted, that approval will not entail limiting the indicated
uses for which we may market the product, which could limit the potential market for any of these products.

In particular, on October 20, 2003, we announced that the FDA had issued approvable letters for both oxymorphone ER and oxymorphone IR. In
the letters, the FDA requested that we address certain questions and provide additional clarification and information, including some form of
clinical trials to further confirm the safety and efficacy of these products. We have undertaken additional clinical trials of both oxymorphone ER
and oxymorphone IR to provide the FDA with additional safety and efficacy data. On August 22, 2005, we reported the results from one of these
Phase III clinical trails. In this multi center, randomized, double blind, parallel group trial, the safety and efficacy of oxymorphone ER were
compared with placebo in 205 opioid naive patients with moderate-to-serve chronic low back pain. This study demonstrated a statistically
significant (p<0.0001) difference in pain scores between oxymorphone ER and placebo during a 12-week treatment period. On October 3, 2005,
we reported the results from the second of these two Phase III clinical trials. In this multi-center, randomized, double-blind parallel group trial,
the
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safety and efficacy of oxymorphone ER were again compared with placebo but this time in 142 opioid-experienced patients with
moderate-to-severe chronic low back pain. This study demonstrated a statistically significant (p<0.0001) difference in pain scores from placebo
during a 12-week treatment period. On October 3, 2005, we also announced positive results for a placebo-controlled, multi-center Phase III trial
for oxymorphone IR in the treatment of acute post-operative pain. On the primary outcome variable (time to discontinuations for all causes over
a 48-hour period), oxymorphone IR 20 mg and 10 mg, given every four to six hours, were both superior to placebo (p<0.002 and (p<0.006,
respectively). In addition, in order to anticipate questions from the FDA with respect to the potential dose-dumping effect of opioids given the
FDA s experience with Palladone (see Most of our core products contain narcotic ingredients. As a result of reports of misuse or abuse of
prescription narcotics, the sale of such drugs may be subject to new regulation, including the development and implementation of Risk MAPs,
which may prove difficult or expensive to comply with, and we and other pharmaceutical companies may face lawsuits. ), we have recently
completed both in vitro and human testing of the effect of alcohol on our oxymorphone ER product. In the in vitro testing of alcohol and
oxymorphone ER, we did not find any effect on the time release mechanism of the product. With respect to the human testing of alcohol and
oxymorphone ER, we do not believe that there was evidence of dose-dumping or signs of degradation of the controlled-release mechanism. We
did note in this human testing a transient effect on blood levels which we believe reflects a short-lived increase in the absorption rate of
oxymorphone already released from the tablet.

However, there is no certainty that the FDA will accept any of the above studies or what, if any, additional information the FDA will require for
final approval of oxymorphone ER and oxymorphone IR. The FDA has not provided clear guidance as to whether or what type of in vitro and/or
human testing of new extended-release opioid formulations may be required to determine whether dose-dumping occurs when a product is taken
together with alcohol, nor has the FDA indicated what action they might take based on any results arising from this testing. There can be no
assurance that the FDA will approve oxymorphone ER and oxymorphone IR or if the FDA will require significant additional testing which could
result in a substantial delay in launching these products, if at all. If such testing is conducted, we cannot predict what actions, if any, the FDA
may take based on the results of such testing. Any delay in obtaining, or failure to obtain, FDA approval of oxymorphone ER or IR would delay
our ability to bring these products to market and would adversely affect our ability to generate revenue from these products. If the FDA approves
oxymorphone ER and IR, we cannot assure that it may not take other actions, such as requiring certain labeling or restricting the marketing of
one or both of these products, either of which may also adversely affect our ability to generate revenue from these products.

The current FDA standards of approving new pharmaceutical products are more stringent than those that were applied in the past. These
standards were not applied to many established products currently on the market, including certain opioid products. As a result, the FDA does
not have as extensive safety databases on these products as on some products developed more recently. We understand that the FDA intends to
develop such databases for certain of these products, including many opioids.

In particular, the FDA has expressed interest in specific chemical structures that may be present as impurities in a number of opioid narcotic
active pharmaceutical ingredients, such as oxycodone, which, based on certain structural characteristics and laboratory tests, may indicate the
potential for having mutagenic effects. More stringent controls of the levels of these impurities have been required and may continue to be
required for FDA approval of products containing these impurities, such as oxymorphone. Also, labeling revisions, formulation or

manufacturing changes and/or product modifications may be necessary for new or existing products containing such impurities. The FDA s more
stringent requirements together with any additional testing or remedial measures that may be necessary could result in increased costs for, or
delays in, obtaining approval for certain of our products in development. Although we do not believe that the FDA would seek to remove a
currently marketed product from the market unless such
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mutagenic effects are believed to indicate a significant risk to patient health, we cannot make any such assurance.

The FDA and the DEA also have important and complementary responsibilities with respect to our business. The FDA administers an
application process to assure that marketed products are safe, effective and consistently of uniform, high quality. The DEA administers
registration, drug allotment and accountability systems to assure against loss and diversion of controlled substances. Both agencies have trained
investigators that routinely, or for cause, conduct inspections, and both have authority to enforce their statutory authority and regulations using
administrative remedies as well as civil and criminal sanctions.

The FDA regulates the facilities and procedures used to manufacture pharmaceutical products in the United States or for sale in the United

States. Such facilities must be registered with the FDA and all products made in such facilities must be manufactured in accordance with current
good manufacturing practices, or cGMP, regulations enforced by the FDA. Compliance with cGMP regulations requires the dedication of
substantial resources and requires significant expenditures. The FDA periodically inspects our third party manufacturing facilities and

procedures to assure compliance. The FDA may cause a recall or withdrawal of product approvals if regulatory standards are not maintained.
FDA approval to manufacture a drug is site-specific. In the event an approved manufacturing facility for a particular drug is required by the FDA
to cease or curtail operations, or otherwise becomes inoperable, or the manufacturing contract applicable thereto terminates, obtaining the
required FDA approval to manufacture such drug at a different manufacturing site could result in production delays, which could adversely

affect our business, profitability and cash flows.

The stringent DEA regulations on our use of controlled substances include restrictions on their use in research, manufacture, distribution and
storage. A breach of these regulations could result in imposition of civil penalties, refusal to renew or action to revoke necessary registrations, or
other restrictions on operations involving controlled substances. See also  The DEA limits the availability of the active ingredients used in our
current products and products in development and, as a result, our procurement quota may not be sufficient to meet commercial demand or
complete clinical trials.

We cannot determine what effect changes in regulations or legal interpretations, when and if promulgated, may have on our business in the
future. Changes could, among other things, require expanded or different labeling, the recall or discontinuance of certain products, additional
record keeping and expanded documentation of the properties of certain products and scientific substantiation. Such changes, or new legislation,
could have a material adverse effect on our business, financial condition and results of operations. For example, in December 2003, Congress
enacted new requirements for testing drug products in children, which may increase the time and cost necessary for new drug development.
Congress also recently passed measures intended to speed the process by which generic versions of brand name drugs are introduced to the
market. Among other things, these measures are intended to limit regulatory delays of generic drug applications and penalize companies that
reach certain types of agreements with makers of brand name drugs to delay the introduction of generic versions. These changes could result in
increased generic competition for our branded and generic products and could have a material adverse effect on our business, financial condition
and results of operations.

The evolving and complex nature of regulatory requirements, the broad authority and discretion of the FDA and the generally high level of
regulatory oversight results in a continuing possibility that from time to time, we will be adversely affected by regulatory actions despite
ongoing efforts and commitment to achieve and maintain full compliance with all regulatory requirements.
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Timing and results of clinical trials to demonstrate the safety and efficacy of products as well as the FDA s approval of products are
uncertain.

Before obtaining regulatory approvals for the sale of any of our products, other than generic products, we must demonstrate through preclinical
studies and clinical trials that the product is safe and effective for each intended use. Preclinical and clinical studies may fail to demonstrate the
safety and effectiveness of a product. Even promising results from preclinical and early clinical studies do not always accurately predict results
in later, large scale trials. A failure to demonstrate safety and efficacy would result in our failure to obtain regulatory approvals.

The rate of patient enrollment sometimes delays completion of clinical studies. There is substantial competition to enroll patients in clinical trials
for pain management products, and such competition has delayed clinical development of our products in the past. Delays in planned patient
enrollment can result in increased development costs and delays in regulatory approval. In addition, we rely on collaboration partners that may
control or make changes in trial protocol and design enhancements that may also delay clinical trials. We cannot assure you that we will not
experience delays or undesired results in these or any other of our clinical trials.

We presently have two products under NDA review, three products in Phase III of clinical trials and four products in Phase II of clinical trials.
We cannot assure you that the FDA or other regulatory agencies will approve any products developed by us, including oxymorphone ER or
oxymorphone IR, on a timely basis, if at all, or, if granted, that such approval will not subject the marketing of our products to certain limits on
indicated use. Any limitation on use imposed by the FDA or delay in or failure to obtain FDA approvals of products developed by us would
adversely affect the marketing of these products and our ability to generate product revenue, as well as adversely affect the price of our common
stock.

In particular, on October 20, 2003, we announced that the FDA had issued approvable letters for both oxymorphone ER and oxymorphone IR. In
the letters, the FDA requested that we address certain questions and provide additional clarification and information, including some form of
additional clinical trials to further confirm the safety and efficacy of these products. We have undertaken additional clinical trials of both
oxymorphone ER and oxymorphone IR to provide the FDA with additional safety and efficacy data. On August 22, 2005, we reported the results
from one of these Phase III clinical trials. In this multi center, randomized, double blind, parallel group trial, the safety and efficacy of
oxymorphone ER were compared with placebo in 205 opioid naive patients with moderate-to-severe chronic low back pain. This study
demonstrated statistically significant (p<0.0001) difference in pain scores between oxymorphone ER and placebo during a 12-week treatment
period. On October 3, 2005, we reported the results from the second of these two Phase III clinical trials. In this multi-center, randomized,
double-blind, parallel group trial, the safety and efficacy of oxymorphone ER were again compared with placebo but this time in 142
opioid-experienced patients with moderate-to-severe chronic low back pain. This study demonstrated a statistically significant (p<0.0001)
difference in pain scores from placebo during a 12-week treatment period. On October 3, 2005, we also announced positive results for a
placebo-controlled, multi-center Phase III trial for oxymorphone IR in the treatment of acute post-operative pain. On the primary outcome
variable (time to discontinuations for all causes over a 48-hour period), oxymorphone IR 20 mg and 10 mg, given every four to six hours, were
both superior to placebo (p<0.002 and p<0.006, respectively). We submitted complete responses to the approvable letters to the FDA on
December 22, 2005. Under the PDUFA guidelines, the FDA has confirmed our six-month PDUFA date as June 22, 2006, which is the date on
which we expect to receive action letters from the FDA on these filings. There is no certainty that the FDA will accept these results or what, if
any, additional information the FDA will require for final approval of oxymorphone ER and oxymorphone IR. There can be no assurance that
the FDA will approve oxymorphone ER and oxymorphone IR or if the FDA will require significant additional testing which could result in a
substantial delay in launching these products, if at all.
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Before obtaining regulatory approvals for certain generic products, we must conduct limited clinical or other trials to show comparability to the
branded products. A failure to obtain satisfactory results in these trials would prevent us from obtaining required regulatory approvals.

The success of our acquisition and licensing strategy is subject to uncertainty and any completed acquisitions or licenses may reduce our
earnings, be difficult to integrate, not perform as expected or require us to obtain additional financing.

We regularly evaluate selective acquisitions and look to continue to enrich our product line by acquiring rights to additional products and
compounds. Such acquisitions may be carried out through the purchase of assets, joint ventures and licenses or by acquiring other companies.
However, we cannot assure you that we will be able to complete acquisitions that meet our target criteria on satisfactory terms, if at all. In
particular, we may not be able to identify suitable acquisition candidates, and we may have to compete for acquisition candidates. Our
competitors may have greater resources than us and therefore be better able to complete acquisitions or may cause the ultimate price we pay for
acquisitions to increase. If we fail to achieve our acquisition goals, our growth may be limited.

Acquisitions may expose us to additional risks and may have a material adverse effect on our profitability and cash flows. Any acquisitions we
make may:

fail to accomplish our strategic objectives;

not be successfully combined with our operations;

not perform as expected; and

e expose us to cross border risks.

In addition, based on current acquisition prices in the pharmaceutical industry, acquisitions could decrease our income per share and add
significant intangible assets and related amortization charges. Our acquisition strategy may require us to obtain additional debt or equity
financing, resulting in leverage, or increased debt obligations as compared to equity, and dilution of ownership. We may not be able to finance
acquisitions on terms satisfactory to us.

Further, if we are unable to maintain, on commercially reasonable terms, product, compound or other licenses that we have acquired, our ability
to develop or commercially exploit our products may be inhibited.

Our growth and development will depend on developing, commercializing and marketing new products, including both our own products
and those developed with our collaboration partners. If we do not do so successfully, our growth and development will be impaired.

Our future revenues and profitability will depend, to a significant extent, upon our ability to successfully commercialize new branded and
generic pharmaceutical products in a timely manner. As a result, we must continually develop, test and manufacture new products, and these
new products must meet regulatory standards and receive requisite regulatory approvals. Products we are currently developing may or may not
receive the regulatory approvals necessary for us to market them. Furthermore, the development and commercialization process is
time-consuming and costly, and we cannot assure you that any of our products, if and when developed and approved, can be successfully
commercialized. Some of our collaboration partners may decide to make substantial changes to a product s formulation or design, may
experience financial difficulties or have limited financial resources, any of which may delay the development, commercialization and/or
marketing of new products. In addition, if a co-developer on a new product terminates our collaboration agreement or does not perform under
the agreement, we may experience delays and, possibly, additional costs in developing and marketing that product.
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We conduct research and development primarily to enable us to manufacture and market FDA-approved pharmaceuticals in accordance with
FDA regulations. Much of our development effort is focused on technically difficult-to-formulate products and/or products that require advanced
manufacturing technology. Typically, research expenses related to the development of innovative compounds and the filing of NDAs for these
products are significantly greater than those expenses associated with ANDAs for generic products. As we continue to develop new products,
our research expenses will likely increase. Because of the inherent risk associated with research and development efforts in our industry,
particularly with respect to new drugs, our research and development expenditures may not result in the successful introduction of FDA
approved new pharmaceutical products. Also, after we submit an NDA or ANDA, the FDA may request that we conduct additional studies and
as a result, we may be unable to reasonably predict the total research and development costs to develop a particular product.

Our ability to protect our proprietary technology, which is vital to our business, is uncertain.

Our success, competitive position and amount of future income will depend in part on our ability to obtain patent protection relating to the
technologies, processes and products we are currently developing and that we may develop in the future. Our policy is to seek patent protection
and enforce the intellectual property rights we own and license. We cannot assure you that patent applications we submit and have submitted
will result in patents being issued. If an advance is made that qualifies as a joint invention, the joint inventor or his or her employer may have
rights in the invention. We cannot assure you that a third party will not infringe upon, design around or develop uses not covered by any patent
issued or licensed to us or that these patents will otherwise be commercially viable. In this regard, the patent position of pharmaceutical
compounds and compositions is particularly uncertain. Even issued patents may later be modified or revoked by the U.S. Patent and Trademark
Office, or PTO, or in legal proceedings. Moreover, we believe that obtaining foreign patents may be more difficult than obtaining domestic
patents because of differences in patent laws and, accordingly, our patent position may be stronger in the United States than abroad. Foreign
patents may be more difficult to protect and/or the remedies available may be less extensive than in the United States. Various countries limit the
subject matter that can be patented and limit the ability of a patent owner to enforce patents in the medical field. This may limit our ability to
obtain or utilize those patents internationally. Patent applications in the United States are maintained in secrecy until at least 18 months after the
filing of the application with the PTO and, since publication of discoveries in the scientific or patent literature tends to lag behind actual
discoveries, we cannot be certain that we were the first creator of the inventions covered by pending patent applications or the first to file patent
applications on those inventions. Several drug companies and research and academic institutions have developed technologies, filed patent
applications or received patents for technologies that may be related to our business. Others may file patent applications and may receive patents
that may conflict with patents or patent applications we have obtained or licensed for our use, either by claiming the same methods or
compounds or by claiming methods or compounds that could dominate those owned by or licensed to us. We cannot assure you that any of our
pending patent applications will be allowed, or, if allowed, whether the scope of the claims allowed will be sufficient to protect our products.
Litigation to establish the validity of patents, to defend against patent infringement claims of others and to assert patent infringement claims
against others can be expensive and time-consuming even if the outcome is favorable to us. If the outcome is unfavorable to us, this could have a
material adverse effect on our business. We have taken and may, in the future, take steps to enhance our patent protection, but we cannot assure
you that these steps will be successful or that, if unsuccessful, our patent protection will be adequate.

We also rely upon trade secrets, know-how, continuing technological innovations and licensing opportunities to develop and maintain our
competitive position. We attempt to protect our proprietary technology in large part by confidentiality agreements with our employees,
consultants and other contractors. We cannot assure you, however, that these agreements will not be breached, that we would have adequate
remedies for any breach or that competitors will not know of, or independently discover,

13

36



Edgar Filing: ENDO PHARMACEUTICALS HOLDINGS INC - Form 424B5

our trade secrets. We cannot assure you that others will not independently develop substantially equivalent proprietary information or be issued
patents that may prevent the sale of our products or know-how or require licensing and the payment of significant fees or royalties by us in order
to produce our products. Moreover, we cannot assure you that our technology does not infringe upon any valid claims of patents that other
parties own.

In the future, if we were found to be infringing on a patent, we might have to seek a license to use the patented technology. We cannot assure
you that, if required, we would be able to obtain such a license on terms acceptable to us, if at all. If a third party brought a legal action against
us or our licensors, we could incur substantial costs in defending ourselves, and we cannot assure you that such an action would be resolved in
our favor. If such a dispute were to be resolved against us, we could be subject to significant damages, and the testing, manufacture or sale of
one or more of our technologies or proposed products, if developed, could be enjoined.

We cannot assure you as to the degree of protection any patents will afford, whether the PTO will issue patents or whether we will be able to
avoid violating or infringing upon patents issued to others or that others will not manufacture and distribute our patented products upon
expiration of the applicable patents. Despite the use of confidentiality agreements and non-compete agreements, which themselves may be of
limited effectiveness, it may be difficult for us to protect our trade secrets.

If the efforts of manufacturers of branded pharmaceuticals to use litigation and legislative and regulatory means to limit the use of generics
and certain other products are successful, our sales may suffer.

Pharmaceutical companies that produce patented brand products are increasingly employing a range of legal and regulatory strategies to delay
the introduction of competing generics and certain other products to which we do not have a right of reference to all necessary preclinical and
clinical data. Opposing such measures can be costly and time-consuming and result in delays in the introduction of our products.

The products for which we are developing generic versions may be claimed by their manufacturer to be protected by one or more patents. If we
file an ANDA to seek FDA approval of our generic version of such a drug, we are required to certify that any patent or patents listed as covering
the approved listed drug are invalid, unenforceable or will not be infringed by our generic version. Similar certification and notification
requirements apply to new drug applications filed under section 505(b)(2) of the Federal Food, Drug and Cosmetic Act, where we rely on
information to which we do not have a right of reference. Once the FDA accepts our ANDA or section 505(b)(2) NDA filing, we are required to
notify the brand manufacturer of this fact. The brand manufacturer then has 45 days from the receipt of the notice in which to sue us for patent
infringement. If it does so, the FDA is generally prevented from granting approval of the ANDA or section 505(b)(2) NDA until the earliest of
30 months from the date the FDA accepted the application for filing, the conclusion of litigation in our favor or expiration of the patent(s).

One of the key motivators for challenging patents is the 180-day market exclusivity period vis-a-vis other ANDA applicants granted to the
developer of a generic version of a product that is the first to have its ANDA accepted for filing by the FDA and whose filing includes a
certification that the applicable patent(s) are invalid, unenforceable and/or not infringed (a Paragraph IV certification ) and that prevails in
litigation with the manufacturer of the branded product over the applicable patent(s). Given the recent passage of the Medicare Prescription
Drug, Improvement, and Modernization Act of 2003, or the 2003 Medicare Act, with accompanying amendments to the Hatch Waxman Act,
this marketing exclusivity would begin to run upon the earlier of our commercial launch of the generic product or upon an appellate court
decision in our favor. However, we cannot assure you that we will be prepared, authorized or willing (depending on the circumstances) to
commercialize the applicable product prior to an appellate decision in our favor.
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We had received favorable decisions from the U.S. District Court for the Southern District of New York and the U.S. Court of Appeals for the
Federal Circuit in Washington, D.C. in our patent litigation with respect to our extended release oxycodone product. This litigation was

instituted by Purdue, the manufacturer of the brand OxyContin® and resulted in a delay in our ability to obtain final FDA
approval for our extended release oxycodone product. On June 7, 2005, the Court of Appeals affirmed the Opinion
and Order of the District Court in our favor. On the same day, we launched the 10mg, 20mg, 40mg and 80mg
strengths of our bioequivalent versions of OxyContin®.

On June 21, 2005, Purdue filed a petition with the Federal Circuit Court of Appeals seeking rehearing of the case by the panel that issued the
June 7, 2005 decision, or alternatively by the entire court. On July 18, 2005, the Federal Circuit Court of Appeals requested that we submit a
response brief as part of its review process of Purdue s petition for rehearing and rehearing en banc. We submitted this response on August 1,
2005. On February 1, 2006, we announced that the Federal Circuit Court of Appeals had vacated its unanimous June 7, 2005 affirmance of the
Opinion and Order in our favor and affirmed the District Court s finding that, if Purdue s patents are enforceable, our oxycodone extended-release
tablets infringe these patents. Further, the Federal Circuit issued a new opinion on February 1, 2006 remanding the case to the same District
Court for its further consideration as to whether the Purdue patents are unenforceable. We intend to continue marketing our generic oxycodone
extended-release tablets at this time. In the event there is a final nonappealable judgment that Purdue s patents are valid and enforceable, we
could face substantial liability for patent infringement and be obligated to pay Purdue damages in an amount to be determined by the District
Court. Although there can be no assurance, we believe that we would be able to fund the payment of these damages without materially adversely
affecting our business operations, including our acquisition and licensing strategy. We can make no prediction as to how or when the District
Court will rule on remand or whether Purdue will appeal again in the event we are successful on remand. Because we commenced commercial
sale of our bioequivalent versions of OxyContin®, we could face substantial damages for patent infringement and be forced to
stop selling our generic OxyContin® product if we are ultimately unsuccessful and one or more of the Purdue patents

is found valid and enforceable and there is a final court decision adverse to us.

We may be the subject of product liability claims or product recalls, and we may be unable to obtain or maintain insurance adequate to cover
potential liabilities.

Our business exposes us to potential liability risks that arise from the testing, manufacturing, marketing and sale of our products. In addition to
direct expenditures for damages, settlement and defense costs, there is a possibility of adverse publicity as a result of product liability claims.
Product liability is a significant commercial risk for us. Some plaintiffs have received substantial damage awards in some jurisdictions against
pharmaceutical companies based upon claims for injuries allegedly caused by the use of their products. In addition, it may be necessary for us to
recall products that do not meet approved specifications, which would also result in adverse publicity, as well as resulting in costs connected to
the recall and loss of revenue.

We cannot assure you that a product liability claim or series of claims brought against us would not have an adverse effect on our business,
financial condition, profitability and cash flows. If any claim is brought against us, regardless of the success or failure of the claim, we cannot
assure you that we will be able to obtain or maintain product liability insurance in the future on acceptable terms or with adequate coverage
against potential liabilities or the cost of a recall.
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The availability of third party reimbursement for our products is uncertain, and thus we may find it difficult to maintain current price levels.
Additionally, the market may not accept those products for which third party reimbursement is not adequately provided.

Our ability to commercialize our products depends, in part, on the extent to which reimbursement for the costs of these products is available
from government health care programs, private health insurers and others. We cannot assure you that third party insurance coverage will be
adequate for us to maintain price levels sufficient for realization of an appropriate return on our investment. Government, private insurers and
other third party payers are increasingly attempting to contain health care costs by (1) limiting both coverage and the level of reimbursement
(including adjusting co-pays) for products approved for marketing by the FDA, (2) refusing, in some cases, to provide any coverage for uses of
approved products for indications for which the FDA has not granted marketing approval and (3) requiring or encouraging, through more
favorable reimbursement levels or otherwise, the substitution of generic alternatives to branded products.

On December 8, 2003, President Bush signed into law the Medicare Modernization Act of 2003. The Medicare Modernization Act created a new
prescription drug coverage program for people with Medicare through a new system of private market insurance providers; the program began in
January 2006. This new benefit may result in an increased use of formularies (listings of prescription drugs approved for use) such that, in the
event a Medicare beneficiary s medications are not listed on the applicable formulary, such Medicare beneficiary may not receive reimbursement
for such medications. Moreover, once these formularies are established, Medicare will not be obligated to pay for drugs omitted from a
formulary, and the cost of these non-covered drugs will not be counted towards the $3,600 annual out-of-pocket beneficiary deductible
established by the Medicare Modernization Act. Further, beginning in 2006, Medicare prescription drug program beneficiaries are not permitted
to purchase private insurance policies, known as Medigap policies, to cover the cost of off-formulary medications. If our products are excluded
from these new formularies, demand for our products might decrease and we may be forced to lower prices for our products, which may
adversely affect our business and our results of operations. If government and third party payers do not provide adequate coverage and
reimbursement levels for users of our products, the market acceptance of these products could be adversely affected. In addition, the following
factors could significantly influence the purchase of pharmaceutical products, which would result in lower prices and a reduced demand for our
products that might force us to reduce the price of these products to remain competitive:

e the trend toward managed health care in the United States;
e the growth of organizations such as HMOs and managed care organizations;
e legislative proposals to reform health care and government insurance programs; and

e price controls and non-reimbursement of new and highly priced medicines for which the economic therapeutic
rationales are not established.

Our reporting and payment obligations under the Medicaid rebate program and other governmental pricing programs are complex and may
involve subjective decisions. Any failure to comply with those obligations could subject us to penalties and sanctions.

We are subject to various federal and state laws pertaining to health care fraud and abuse, including prohibitions on the offer of payment or
acceptance of kickbacks or other remuneration in return for the purchase of our products. Sanctions for violating these laws include criminal
penalties and civil sanctions and possible exclusion from the Medicare, Medicaid, and other government health care programs. There can be no
assurance that our practices will not be challenged under these laws in the future or that such a challenge would not have a material adverse
effect on our business or results of operations.
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We also are subject to federal and state laws prohibiting the presentation (or the causing to be presented) of claims for payment (by Medicare,
Medicaid, or other third-party payers) that are determined to be false, fraudulent, or for an item or service that was not provided as claimed.
These false claims statutes include the Federal civil and criminal False Claims Acts, which allow any person to bring suit in the name of the
government alleging false or fraudulent claims presented to or paid by the government (or other violations of the statutes) and to share in any
amounts paid by the entity to the government in fines or settlement. Such suits, known as qui tam actions, have increased significantly in the
health care industry in recent years. These actions against health care companies may result in payment of fines or exclusion from the Medicare,
Medicaid, and/or other government health care programs as the result of an investigation arising out of the action.

We and other pharmaceutical companies are defendants in a number of lawsuits filed by local and state government entities, alleging generally
that we and numerous other pharmaceutical companies reported false pricing information in connection with certain drugs that are reimbursable
under Medicaid. We intend to defend these lawsuits vigorously. Depending on developments in the litigation however, as with all litigation,
there is a possibility that the company will suffer adverse decisions or verdicts of substantial amounts, or that the company will enter into
monetary settlements in one or more of these actions. Government regulations regarding reporting and payment obligations are complex and we
are continually evaluating the methods we use to calculate and report the amounts owed with respect to Medicaid and other government pricing
programs. Our calculations are subject to review and challenge by various government agencies and authorities and it is possible that any such
review could result either in material changes to the method used for calculating the amounts owed to the pertinent government agency (or
agencies), or to the amounts themselves. In addition, because our processes for these calculations and our judgments supporting these
calculations involve, and will continue to involve, subjective decisions, these calculations are subject to the risk of errors. As noted above, any
governmental agency that commences an investigation of us could impose, based on a claim of violation of fraud and false claims laws or
otherwise, civil and/or criminal sanctions, including fines, penalties and possible exclusion from federal health care programs (including
Medicaid and Medicare). Some of the applicable laws impose liability even in the absence of specific intent to defraud. Furthermore, should
there be ambiguity with regard to how to properly calculate and report payments and even in the absence of such ambiguity a governmental
authority may take a position contrary to a position we have taken, and may impose civil and/or criminal sanctions. Any such penalties or
sanctions could have a material adverse effect on our business, financial position and results of operations and could cause the market value of
our common stock to decline.

Once approved, there is no guarantee that the market will accept our future products, and regulatory requirements could limit the
commercial usage of our products.

Even if we obtain regulatory approvals, uncertainty exists as to whether the market will accept our products. A number of factors may limit the
market acceptance of our products, including the timing of regulatory approvals and market entry relative to competitive products, the
availability of alternative products, the price of our products relative to alternative products, the availability of third party reimbursement and the
extent of marketing efforts by third party distributors or agents that we retain. We cannot assure you that our products will receive market
acceptance in a commercially viable period of time, if at all. We cannot be certain that any investment made in developing products will be
recovered, even if we are successful in commercialization. To the extent that we expend significant resources on research and development
efforts and are not able, ultimately, to introduce successful new products as a result of those efforts, our business, financial position and results
of operations may be materially adversely affected, and the market value of our common stock could decline. In addition, many of our products
contain narcotic ingredients that carry stringent record keeping obligations, strict storage requirements and other limitations on these products
availability, which could limit the commercial usage of these products.
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We sell our products to a limited number of wholesale drug distributors and large pharmacy chains, the loss of whose business could materially
affect our sales.

We sell our products directly to a limited number of large pharmacy chains and through a limited number of wholesale drug distributors who, in
turn, supply our products to pharmacies, hospitals, governmental agencies and physicians. Three distributors and one pharmacy chain
individually accounted for 31%, 27%, 13% and 3% respectively, of net sales in 2005, 29%, 18%, 18% and 9% respectively, of net sales in 2004,
and 26%, 26%, 19% and 11% respectively, of net sales in 2003. If we were to lose the business of any of these customers, or if any were to
experience difficulty in paying us on a timely basis, our net sales, profitability and cash flows could be materially and adversely affected.

We are dependent on outside manufacturers for the manufacture of our products; therefore, we will have limited control of the
manufacturing process and related costs. Certain of our manufacturers currently constitute the sole source of one or more of our products.

Third party manufacturers currently manufacture all of our products pursuant to contractual arrangements. Certain of our manufacturers
currently constitute the sole source of one or more of our products. Because of contractual restraints and the lead-time necessary to obtain FDA
approval, and possibly DEA registration, of a new manufacturer, replacement of any of these manufacturers may be expensive and time
consuming and may cause interruptions in our supply of products to customers. Because all of our products are manufactured by third parties,
we have a limited ability to control the manufacturing process or costs related to this process. Increases in the prices we pay our manufacturers,
interruptions in our supply of products or lapses in quality could adversely impact our margins, profitability and cash flows. We are reliant on
our third party manufacturers to maintain the facilities at which they manufacture our products in compliance with FDA, DEA, state and local
regulations. If they fail to maintain compliance with FDA, DEA or other critical regulations, they could be ordered to cease manufacturing
which would have a material adverse impact on our business, profitability and cash flows. In addition to FDA and DEA regulation, violation of
standards enforced by the Environmental Protection Agency, or EPA, and the Occupational Safety and Health Administration, or OSHA, and
their counterpart agencies at the state level, could slow down or curtail operations of third party manufacturers.

We have entered into minimum purchase requirement contracts with some of our third party manufacturers. In May 2001, we entered into a
long-term manufacturing and development agreement with Novartis Consumer Health, Inc., pursuant to which Novartis has agreed to
manufacture certain of our commercial products in addition to products in development. As of December 31, 2005, we are required to purchase a
minimum of $7.8 million per year through December 31, 2009 from Novartis.. We also have a long-term contract with Teikoku Seiyaku

Co., Ltd. under which Teikoku manufactures Lidoderm® at its Japanese facility for commercial sale by us in the United States.
We are required to purchase a minimum of $18 million of Lidoderm® at cost of goods from Teikoku in 2006. In
addition, we may consider entering into additional manufacturing arrangements with third party manufacturers. In
each case, we will incur significant costs in obtaining the regulatory approvals and taking the other steps necessary to
begin commercial production by these manufacturers. If the market for the products manufactured by these third
parties substantially contracts or disappears, we will continue to be financially obligated under these contracts, an
obligation which could have a material adverse effect on our business.

We are dependent on third parties to supply all raw materials used in our products and to provide services for certain core aspects of our
business. Any interruption or failure by these suppliers, distributors and collaboration partners to meet their obligations pursuant to various
agreements with us could have a material adverse effect on our business, profitability and cash flows.

We rely on third parties to supply all raw materials used in our products. In addition, we rely on third party suppliers, distributors and
collaboration partners to provide services for certain core aspects of our
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business, including manufacturing, warehousing, distribution, customer service support, medical affairs services, clinical studies, sales and other
technical and financial services. All third party suppliers and contractors are subject to FDA, and very often DEA, requirements. Our business
and financial viability are dependent on the regulatory compliance of these third parties, and on the strength, validity and terms of our various
contracts with these third party manufacturers, distributors and collaboration partners. Any interruption or failure by these suppliers, distributors
and collaboration partners to meet their obligations pursuant to various agreements with us could have a material adverse effect on our business,
financial condition, profitability and cash flows.

In addition, we have entered into minimum purchase requirement contracts with some of our third party suppliers. If the market for the products
that utilize these raw materials substantially contracts or disappears, we will continue to be financially obligated under these contracts and
meeting such obligations could have a material adverse effect on our business.

The DEA limits the availability of the active ingredients used in our current products and products in development and, as a result, our
procurement quota may not be sufficient to meet commercial demand or complete clinical trials.

The DEA regulates chemical compounds as Schedule I, II, III, IV or V substances, with Schedule I substances considered to present the highest
risk of substance abuse and Schedule V substances the lowest risk. The active ingredients in some of our current products and products in
development, including oxycodone, oxymorphone, morphine, fentanyl, sufentanil and hydrocodone, are listed by the DEA as Schedule II or III
substances under the Controlled Substances Act of 1970. Consequently, their manufacture, shipment, storage, sale and use are subject to a high
degree of regulation. For example, all Schedule II drug prescriptions must be signed by a physician, physically presented to a pharmacist and
may not be refilled without a new prescription.

Furthermore, the DEA limits the availability of the active ingredients used in many of our current products and products in development and, as
a result, our procurement quota of these active ingredients may not be sufficient to meet commercial demand or complete clinical trials. We must
annually apply to the DEA for procurement quota in order to obtain these substances. Any delay or refusal by the DEA in establishing our
procurement quota for controlled substances could delay or stop our clinical trials or product launches or could cause trade inventory disruptions
for those products that have already been launched, which could have a material adverse effect on our business, financial position and results of
operations.

Sales of our products may be adversely affected by the consolidation of the wholesale drug distribution and retail pharmacy industries, a
trend which may continue.

The network through which we sell our products has undergone significant consolidation marked by mergers and acquisitions among wholesale
distributors and the growth of large retail drug store chains. As a result, a small number of large wholesale distributors control a significant share
of the market, and the number of independent drug stores and small drug store chains has decreased. We expect that consolidation of drug
wholesalers and retailers will place competitive pressures on drug manufacturers, including us. If we lose any of these customer accounts, or if
our relationship with them were to deteriorate, our business could also be materially and adversely affected. Orders for our products may
increase or decrease depending on the inventory levels held by our major customers. Significant increases and decreases in orders from our
major customers could cause our operating results to vary significantly from quarter to quarter.

Retail availability of our products is greatly affected by the inventory levels our customers hold. We monitor wholesaler inventory of our
products using a combination of methods, including tracking
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prescriptions filled at the pharmacy level to determine inventory amounts the wholesalers have sold to their customers. Beginning in 2005,
pursuant to our agreement with one of our significant wholesale customers, we receive inventory level reports. For other wholesalers where we
do not receive inventory level reports, however, our estimates of wholesaler inventories may differ significantly from actual inventory levels.
Significant differences between actual and estimated inventory levels may result in excessive inventory production, inadequate supplies of
products in distribution channels, insufficient or excess product available at the retail level, and unexpected increases or decreases in orders from
our major customers. Forward buying by wholesalers, for example, may result in significant and unexpected changes in customer orders from
quarter to quarter. These changes may cause our revenues to fluctuate significantly from quarter to quarter, and in some cases may cause our
operating results for a particular quarter to be below our expectations or projections. If our financial results are below expectations for a
particular period, the market price of our securities may drop significantly.

We may not be able to maintain our current insurance policies covering our business, assets, directors and officers and product liability
claims and we may not be able to obtain new policies in the future.

Property, product liability, directors and officers and general liability insurance represent significant costs to us. Since the events of
September 11, 2001, and due to recent concerns over corporate governance in the U.S., corporate accounting scandals and product liability
lawsuits related to pharmaceuticals, liability and other types of insurance have become more difficult and costly to obtain. Unanticipated
additional insurance costs could have a material adverse effect on our results of operations and cash flows. There can be no assurance that we
will be able to maintain our existing insurance policies or obtain new policies in meaningful amounts or at a reasonable cost. Any failure to
obtain or maintain any necessary insurance coverage could have a material adverse effect on our business, financial condition and results of
operations.

If we are unable to retain our key personnel, and continue to attract additional professional staff, we may be unable to maintain or expand
our business.

Because of the specialized scientific nature of our business, our ability to develop products and to compete with our current and future
competitors will remain highly dependent, in large part, upon our ability to attract and retain qualified scientific and technical personnel. The
loss of key scientific and technical personnel or the failure to recruit additional key scientific and technical personnel could have a material
adverse effect on our business. While we have consulting agreements with certain key individuals and institutions and have employment
agreements with our key executives, we cannot assure you that we will succeed in retaining this personnel or their services under existing
agreements. There is intense competition for qualified personnel in the areas of our activities, and we cannot assure you that we will be able to
continue to attract and retain the qualified personnel necessary for the development of our business.

We have significant goodwill and other intangible assets. Consequently, potential impairment of goodwill and other intangibles may
significantly impact our profitability.

Goodwill and other intangibles represent a significant portion of our assets and stockholders equity. As of December 31, 2005, goodwill and
other intangibles comprised approximately 20% of our total assets and 33% of our stockholders equity. Statement of Financial Accounting
Standards No. 142, Goodwill and Other Intangible Assets, prescribes a two-step method for determining goodwill impairment. In the first step,
we determine the fair value of our one reporting unit. If the net book value of our reporting unit exceeds the fair value, we would then perform
the second step of the impairment test which requires allocation of our reporting unit s fair value to all of its assets and liabilities in a manner
similar to a purchase price allocation, with any residual fair value being allocated to goodwill. An impairment charge
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will be recognized only when the implied fair value of our reporting unit s goodwill is less than its carrying amount. Our other intangible assets,
consisting of licenses and patents, are assessed for impairment, in accordance with Statement of Financial Accounting Standards No. 144,
Accounting for the Impairment or Disposal of Long-Lived Assets, whenever events or changes in circumstances indicate the carrying amount of
the asset may not be recoverable. The impairment testing involves comparing the carrying amount of the asset to the forecasted undiscounted
future cash flows of the product. In the event the carrying value of the asset exceeds the undiscounted future cash flows of the product and the
carrying value is not considered recoverable, an impairment exists. An impairment loss is measured as the excess of the asset s carrying value
over its fair value, calculated using a discounted future cash flow method. An impairment loss would be recognized in net income in the period
that the impairment occurs. Events giving rise to impairment are an inherent risk in the pharmaceutical industry and cannot be predicted. As a
result of the significance of goodwill and other intangible assets, our results of operations and financial position in a future period could be
negatively impacted should an impairment of goodwill or other intangible assets occur.

Our credit agreement limits our ability to conduct our business, which could negatively affect our ability to finance future capital needs and
engage in other business activities.

The covenants in our existing credit agreement contain a number of significant limitations on our ability to, among other things:

pay dividends;

incur additional indebtedness;

create liens on our assets; and

e acquire or dispose of assets.

These restrictive covenants could negatively affect our ability to finance our future capital needs, engage in other business activities or withstand
a future downturn in our business or the economy.

Under our credit agreement, we are required to maintain certain specified financial ratios and meet financial tests, including maintaining a
specific level of EBITDA, as defined therein. Our ability to comply with these may be affected by matters beyond our control. A breach of any
of these covenants would prevent us from being able to draw under our revolving loan and will result in a default under our credit agreement.

We are a holding company with no operations.

We are a holding company with no direct operations. Our principal assets are the equity interests we hold in our operating subsidiaries. As a
result, we are dependent on loans, dividends and other payments from our subsidiaries to generate the funds necessary to meet our financial
obligations. Our subsidiaries are legally distinct from us and have no obligation to make funds available to us.

Risks Related to Ownership of Our Common Stock

We caution readers of this prospectus and any accompanying prospectus supplement not to place undue reliance on our forward-looking
financial information.

Neither our independent registered public accounting firm nor any other independent registered public accounting firm has compiled, examined
or performed any procedures with respect to any prospective financial information that may be contained or incorporated by reference in this
prospectus or any accompanying prospectus supplement, nor have they expressed any opinion or any other form of assurance on such
information or its achievability, and assume no responsibility for, and disclaim any association with, any such prospective financial information.
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Our assumptions and estimates underlying the prospective financial information contained in documents incorporated by reference in this
prospectus and any accompanying prospectus supplement are inherently uncertain and are subject to a wide variety of significant regulatory,
business, economic, and competitive risks, uncertainties and conditions that could cause actual results to differ materially from those contained
in the prospective financial information. In particular, our estimates are based on assumptions regarding the anticipated timing of generic
competition and the continued growth in net sales of our products. Accordingly, we cannot assure you that the prospective results are indicative
of our future performance or that actual results will not differ materially from those that the prospective financial information present. You
should not regard inclusion of the prospective financial information in the documents incorporated by reference in this prospectus or any
accompanying prospectus supplement as a representation by any person that we will achieve the results the prospective financial information
contains.

We have expressly disclaimed any obligations to update this prospective financial information for any reason, even if new information becomes
available or other events occur in the future.

Our revenues and operating results may fluctuate in future periods and we may fail to meet expectations, which may cause the price of our
common stock to decline.

Our quarterly operating results are difficult to predict and may fluctuate significantly from period to period. Accordingly, one cannot predict our
quarterly financial results based on our full-year financial guidance. We cannot predict with certainty the timing or level of sales of our products
in the future. If our quarterly sales or operating results fall below the expectations of investors or securities analysts, the price of our common
stock could decline substantially. Our operating results may fluctuate due to various factors including those set forth above. As a result of these
factors, we believe that period-to-period comparisons of our operating results are not a good indication of our future performance. For example,

our 2006 guidance is based upon our assumptions that our sales of Lidoderm® , Depodur® and Frova® will grow over the course of
the year and that we will launch Synera in the second half of 2006.

The composition of our board of directors has recently changed and will continue to change in the near-term.

Brian T. Clingen and Michael W. Mitchell resigned from our board of directors effective March 15, 2006, in order to devote more time to their
respective current activities. In addition, Michael B. Goldberg and David I. Wahrhaftig, both managing directors of Kelso, also resigned from
our board of directors on the same date; these resignations were consistent with Kelso s practice of not having its partners serve on the boards of
directors of public companies unless Kelso s level of beneficial stock ownership in the company is significant and warrants such participation.
Following such resignations, our board of directors has seven board members, including John J. Delucca who was appointed on January 6, 2006
to replace Endo board member Frank J. Loverro, a managing director of Kelso, who resigned as a board member on that date. In order to ease
this transition, we have underway an active process to identify persons qualified to serve as members of our board of directors and may propose
such persons for election or appointment in the future.

We could be influenced by a significant shareholder whose interests may not be aligned with the interests of our other shareholders.

Endo Pharma LLC at one time owned a majority of the shares of our common stock and currently owns approximately 8.0% of the shares of our
common stock. Endo Pharma LLC is, in turn, controlled by affiliates of Kelso & Company, which currently own 83.6% of Endo Pharma LLC.
One of our directors, Ms. Ammon, serves as a member of the Board of Managers of Endo Pharma LL.C. Ms. Ammon therefore may direct how
Endo Pharma LLC votes its shares on corporate matters. Mr. Goldberg and
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Mr. Wahrhaftig, managing directors of Kelso, formerly served as members of our board of directors and continue to serve as members of the
Board of Managers of Endo Pharma LLC.

As aresult, Endo Pharma LLC and Kelso may be able to influence the outcome of stockholder votes, including votes concerning the election of
directors, the adoption or amendment of provisions in our charter or by-laws, the approval of mergers, decisions affecting our capital structure
and other significant corporate transactions. Endo Pharma LLC and Kelso may also have influence over our management and policies. The
interests of Endo Pharma LLC and Kelso may conflict with your interests. Their influence may also have the effect of deterring hostile
takeovers, delaying or preventing changes in control or changes in management or limiting the ability of our stockholders to approve
transactions that they may deem to be in their best interests.

Our stock price may be volatile, and your investment in our common stock could decline in value.

The market prices for securities of healthcare companies in general have been highly volatile and may continue to be highly volatile in the
future. Within the last 12 months through December 31, 2005, our stock has traded between $19.02 and $31.93 per share. The following factors,
in addition to other risk factors described in this section, may cause the market price of our common stock to change:

e FDA approval or disapproval of any of the drug applications we have submitted;
e the success or failure of our clinical trials;
e competitors announcing technological innovations or new commercial products;

e introduction of generic substitutes for our products, including the filing of ANDAs with respect to generic
versions of our branded products, including Lidoderme;

e developments concerning our or others proprietary rights, including patents;

e competitors publicity regarding actual or potential products under development;

e regulatory developments in the United States and foreign countries, or announcements relating to these matters;
e period-to-period fluctuations in our financial results;

e new legislation in the United States relating to the sale or pricing of pharmaceuticals;

e litigation; and

economic and other external factors, including disasters and other crises.
If our stockholders sell substantial amounts of our common stock, the market price of our common stock may fall.

If our stockholders sell substantial amounts of our common stock, including shares issued upon the exercise of outstanding options, the market
price of our common stock may fall. These sales also may make it more difficult for us to sell equity or equity related securities in the future at a
time and price that we deem appropriate.

At March 17, 2006, approximately 12.6 million shares of common stock, representing approximately 9.5% of our common stock currently
outstanding, were eligible for sale, subject to compliance with Rule 144 or Rule 145(d) under the Securities Act.

Of the 3,229,430 shares that may be issued upon the exercise of options outstanding as of December 31, 2005, 1,430,058 are vested, currently
exercisable and eligible for sale. The sale of these
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shares is unrestricted, subject to any lock-up agreements that may be entered into with underwriters in connection with any underwritten offering
of such shares covered by this prospectus.

We have not paid, and may not pay, dividends and therefore, unless our stock appreciates in value, investors in our stock may not benefit
Jfrom holding our stock.

We have not paid any cash dividends since our inception. Furthermore, our existing credit facility limits our ability to pay dividends. We may
not pay cash dividends in the future. As a result, investors in our stock will not be able to benefit from owning our stock unless the shares that
these investors acquire appreciate in value.
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USE OF PROCEEDS
We will not receive any proceeds from sales of our common stock by the selling stockholders.
DIVIDEND POLICY

We have never paid cash dividends on our common stock. Furthermore, the payment of cash dividends from earnings is currently restricted by

our credit facility. Assuming removal of this restriction, the payment of cash dividends is subject to the discretion of our board of directors and
will be dependent on many factors, including our earnings, capital needs and general financial condition. We anticipate that, for the foreseeable
future, we will retain our earnings in order to finance the expansion of our business.

DESCRIPTION OF CAPITAL STOCK
Authorized Capital Stock
Under our current charter, we have the authority to issue up to 175,000,000 shares of common stock and 40,000,000 shares of preferred stock.

Common Stock

Common Stock Outstanding. As of March 17, 2006, there were 132,937,648 shares of common stock outstanding. As of
March 17, 2006, we had approximately 105 shareholders of record of our common stock.

Shares of our common stock are listed on the Nasdaq National Market and trade under the symbol ENDP.

Dividends. Owners of shares of common stock are entitled to receive dividends when, as and if declared by our board
of directors, out of funds legally available for their payment, subject to the rights of holders of any outstanding shares
of preferred stock.

Voting Rights. Owners of shares of common stock are entitled to one vote per share. Subject to the rights of the holders
of any preferred stock pursuant to applicable law or the provision of any future certificate of designations creating a
specific series of preferred stock, all voting rights are vested in the owners of shares of common stock. Owners of
shares of common stock have non-cumulative voting rights, which means that the holders of more than 50% of the
shares voting for the election of directors can elect 100% of the directors.

Rights Upon Liquidation. In the event of our voluntary or involuntary liquidation, dissolution or winding up, the owners
of shares of common stock will be entitled to share equally in any assets available for distribution after the payment in
full of all debts and distributions and after the owners of any of our outstanding preferred stock have received their
liquidation preferences in full.

Other Rights. Owners of shares of common stock are not entitled to pre-emptive rights with respect to the future
issuances of common stock. We may, however, enter into contracts with stockholders to grant holders pre-emptive
rights. Shares of common stock are not convertible into shares of any other class of capital stock. If we merge or
consolidate with or into another company and, as a result, the shares of common stock are converted into or
exchangeable for other securities or property including cash, all owners of shares of common stock will be entitled to
receive the same kind and amount of such consideration for each share of common stock.

Preferred Stock

No shares of preferred stock are outstanding. Our board of directors may, without further action by our stockholders, issue a series of preferred
stock and fix the rights and preferences of those shares,
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including the dividend rights, dividend rates, conversion rights, exchange rights, voting rights, terms of redemption, redemption price or prices,
liquidation preferences, the number of shares constituting any series and the designation of such series.

Directors Liability

Our certificate of incorporation allows us to eliminate the personal liability of our directors and to indemnify directors and officers to the fullest
extent authorized by Delaware Law.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock and transferable warrants is American Stock Transfer & Trust Company. Its address is 40
Wall Street, New York, New York 10005.
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SELLING STOCKHOLDERS

To the extent that this prospectus is used by any selling stockholder to sell any of our common stock, additional information with respect to the
selling stockholder and the plan of distribution will be contained in a supplement to this prospectus.

The following table provides information as of March 21, 2006 regarding the beneficial ownership of our common stock by
certain stockholders who may use this prospectus as a selling stockholder. Footnote (a) below provides a brief
explanation of what is meant by the term beneficial ownership. There may be other selling stockholders who use this
prospectus who are not listed in the table below. Information regarding such selling stockholders will be contained in

a supplement to this prospectus.

We have prepared the following table based on information given to us by, or on behalf of, the selling stockholders on or before March 21,
2006. Pursuant to the terms of our executive stockholder agreement, executive stockholders cannot directly or
indirectly sell, assign, mortgage, transfer, pledge, hypothecate or otherwise dispose of any of their shares of our
common stock acquired in connection with our formation in 1997 or the shares of our common stock underlying their
stock options granted pursuant to the Endo Pharma LLC stock option plans, in each case, without the consent of Endo
Pharma LLC s Board of Managers, except to Endo Pharma LLC, Kelso Investment Associates V, L.P. and Kelso
Equity Partners V, L.P. in accordance with the terms of the executive stockholders agreement.

Number of Shares of IPercentage of Shares of
(Common Stock [Common Stock
[Beneficially Owned Prior [Beneficially Owned Prior

[Name of Beneficial Owner to any Offering(a) to any Offering(a

IDirectors and Executive Officers:

Carol A. Ammon(b)(c)(d) 1,976,118 1.5 %

Uohn J. Delucca(e) 10,000

IMichael Hyatt(f)** 295,750 *

Roger H. Kimmel(g)** 268,741 i

Clive A. Meanwell, M.D., Ph.D(h) 35,000 ¥

Joseph T. O Donnell, Jr.(i) 50,000 [

Peter A. Lankau(b)(j) 1,332,131 [+

IDavid A. H. Lee, M.D., Ph.D.(b)(d)(k) 656,036 [

Ueffrey R. Black(b)(d)(1) 596,993 *

Caroline B. Manogue(b)(m) 311,083 &

All current directors and executive officers of Endo Pharmaceuticals Holdings Inc.

as a group (10 persons) 5,531,852 4.1 %

27

52



Edgar Filing: ENDO PHARMACEUTICALS HOLDINGS INC - Form 424B5

Other Selling Stockholders:

Endo Pharma LLC(d)(n) 10,616,158 8.0 %
Kelso Investment Associates V, L.P.(d)(n)(o) 5,408,633 4.1 %
Kelso Equity Partners V, L.P.(d)(n)(0) 455,102 *

Frank T. Nickell(n)(p)
Thomas R. Wall, IV(n)(p)
George E. Matelich(n)(p)
Frank K. Bynum, Jr.(n)(p)
Philip E. Berney(n)(p)
Frank J. Loverro(n)(p)
James J. Connors, II(n)(p)
Michael B. Goldberg(n)(p)
David I. Wahrhaftig(n)(p)

Greenwich Street Capital Partners, L.P.(d)(q) 693,018 *
Greenwich Street Capital Offshore Fund, Ltd.(d)(q) 43,014 i
Citigroup Employees Fund GSP, L.P.(d)(q)** 168,421 *
The Travelers Insurance Company(d)(q)** 35,752 o
The Travelers Life and Annuity Company(d)(q)** 17,608 *
Mariann T. MacDonald(b)(d)(r) 1,704,575 1.3 %
Brian T. Clingen(s) 20,000 *
Michael W. Mitchell(t) 21,250 £
Other selling stockholders representing less than 1% owners of our
common stock(u) 141,756 *

* The percentage of the class to be owned by such security holder represents less than 1%.

o These selling stockholders have identified themselves as affiliates of broker dealers.

() Beneficial ownership is a term broadly defined by the SEC in Rule 13d-3 under the Exchange Act, and

includes more than the typical form of stock ownership, that is, stock held in the person s name. The term also includes
what is referred to as indirect ownership, meaning ownership of shares as to which a person has or shares investment
power. For purposes of this table, a person or group of persons is deemed to have beneficial ownership of any shares
as of a given date that such person has the right to acquire within 60 days after such date.

(b) The business address for this person is c/o Endo Pharmaceuticals Holdings Inc., 100 Endo Boulevard, Chadds
Ford, Pennsylvania 19317.

(©) Ms. Ammon is our Chairman. The shares beneficially owned by Ms. Ammon include 25,542 shares, which
represent Ms. Ammon s pro rata portion of shares that are beneficially owned by Endo Pharma LLC. Ms. Ammon
owns 0.36% of Endo Pharma LLC and may be deemed to share beneficial ownership of shares of common stock
owned of record by Endo Pharma LLC by virtue of her status as
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a member of Endo Pharma LLC. Ms. Ammon shares voting power along with the other members of Endo Pharma LLC with respect to shares of
our common stock owned by Endo Pharma LLC, but disclaims beneficial ownership of such securities except to the extent of her pecuniary
interest. Ms. Ammon s beneficial ownership also includes 703,614 shares of our common stock and 1,246,962 shares underlying options to
acquire our common stock that she holds pursuant to the Endo Pharma LLC 1997 Stock Option Plans and the Endo Pharma LLC 2000
Supplemental Stock Option Plans all of which are currently exercisable. Although the shares of common stock that Ms. Ammon receives upon
exercise of these stock options are currently subject to significant restrictions that are set forth in the stockholders agreement including
restrictions on sale, assignment, mortgage, transfer, pledge or other disposals or transfers, the stockholders agreement terminates once Endo
Pharma LLC owns less than five percent of our common stock.

(d) Members of Endo Pharma LLC will receive a pro rata distribution of the net proceeds received by Endo
Pharma LLC from any offering pursuant to this prospectus based on the number of Endo Pharma LLC units held by
each such member. Affiliates of Kelso & Company own 83.6% of Endo Pharma LLC; Greenwich Street Capital
Partners, L.P., Greenwich Street Capital Offshore Fund, Ltd., Citigroup Employees Fund GSP, L.P., The Travelers
Insurance Company and The Travelers Life and Annuity Company together own 13.7% of Endo Pharma LLC; our
management, in the aggregate, owns 0.7% of Endo Pharma LLC; and certain other outside investors own 2.0% of
Endo Pharma LLC. Endo Pharma LLC beneficially owns approximately 8.0% of our common stock.

(e) Mr. Delucca is a director of our company. The business address for this person is 314 Ardmore Road,
Ho-Ho-Kus, NJ 07423. Mr. Delucca s beneficial ownership represents options to purchase 10,000 shares of common
stock under the Endo Pharmaceuticals Holdings Inc. 2004 Stock Incentive Plan, none of which are currently
exercisable.

® Mr. Hyatt is a director of our company. The business address for Mr. Hyatt is c/o Bear, Stearns & Co. Inc.,
383 Madison Avenue, New York, New York 10179. Mr. Hyatt s beneficial ownership includes (i) 225,000 shares of
common stock owned directly by Mr. Hyatt, (ii) 20,750 shares held in trusts for which Mr. Hyatt serves as trustee and
as to which shares Mr. Hyatt holds either the sole or the shared power of disposition or the power to vote and

(iii) options to purchase 50,000 shares of common stock granted under the Endo Pharmaceuticals Holdings Inc. 2000
and 2004 Stock Incentive Plans, 26,250 of which are currently exercisable. Mr. Hyatt s beneficial ownership excludes
25,000 shares of common stock held in a trust for the benefit of the children of Mr. Hyatt, as to which shares

Mr. Hyatt has neither the power of disposition nor the power to vote.

() Mr. Kimmel is a director of our company. The business address for Mr. Kimmel is c/o Rothschild, Inc.,

1251 Avenue of the Americas, New York, New York 10022. Mr. Kimmel s beneficial ownership includes (i) 235,000
shares of common stock held in trusts for which Mr. Kimmel serves as trustee and as to which shares Mr. Kimmel
holds either the sole or the shared power of disposition and power to vote and (ii) options to purchase 33,741 shares of
common stock granted under the Endo Pharmaceuticals Holdings Inc. 2000 and 2004 Stock Incentive Plans, 9,991 of
which are currently exercisable. Mr. Kimmel s beneficial ownership excludes a total of 40,367 shares of common stock
held in trusts for the benefit of Mr. Kimmel s adult children, as to which shares Mr. Kimmel has neither the power of
disposition nor the power to vote. Of the shares of common stock held in the trusts, 177,865 had been placed in a
10b5-1 pre-set selling program for a period of six months which began on November 1, 2005. On November 23, 2005,
Mr. Kimmel sold 43,684 shares pursuant to his 10b5-1 pre-set selling program. On January 4, 2006, Mr. Kimmel sold
26,128 shares pursuant to his 10b5-1 pre-set selling program. 108,053 shares remain in his 10b5-1 pre-set selling
program.
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(h) Dr. Meanwell is a director of our company. The business address for Dr. Meanwell is c/o The Medicines
Company, 5 Sylvan Way, Parsippany, New Jersey 07054. Dr. Meanwell s beneficial ownership represents options to
purchase 35,000 shares of our common stock granted under the Endo Pharmaceuticals Holdings Inc. 2000 and 2004
Stock Incentive Plans, 11,250 of which are currently exercisable.

@) Mr. O Donnell is a director of our company. The business address for Mr. O Donnell is Briscoe Capital
Management, L.L.C., 295 Madison Avenue, 31st Floor, New York, New York 10017. Mr. O Donnell s beneficial
ownership represents options to purchase 50,000 shares of our common stock granted under the Endo Pharmaceuticals
Holdings Inc. 2000 and 2004 Stock Incentive Plans, 26,250 of which are currently exercisable.

G) Mr. Lankau is our President and Chief Executive Officer and is a director of our company. The shares
beneficially owned by Mr. Lankau includes 23,747 shares of our common stock and 1,308,384 shares underlying
options granted under the Endo Pharmaceuticals Holdings Inc. 2000 and 2004 Stock Incentive Plans, 549,246 of
which are currently exercisable. Of Mr. Lankau s options, 436,520 have been placed in a 10b5-1 pre-set selling
program for a period of approximately 24 months which began on March 1, 2006. On March 1, 2006, Mr. Lankau sold
43,652 shares pursuant to the exercise of options under his 10b5-1 pre-set selling program. 392,868 shares underlying
options remain in his 10b5-1 pre set selling program.

k) Dr. Lee is our Executive Vice President and Chief Scientific Officer. The shares beneficially owned by Dr. Lee
include 1,596 shares, which represent Dr. Lee s pro rata portion of shares that are beneficially owned by Endo Pharma
LLC. Dr. Lee owns 0.02% of Endo Pharma LLC and may be deemed to share beneficial ownership of shares of
common stock owned of record by Endo Pharma LLC by virtue of his status as a member of Endo Pharma LLC.

Dr. Lee shares voting power along with the other members of Endo Pharma LLC with respect to shares of common
stock owned by Endo Pharma LLC, but disclaims beneficial ownership of such securities except to the extent of his
pecuniary interest. Dr. Lee s beneficial ownership also includes 419,158 shares and 235,282 shares underlying options
that he holds in the Endo Pharma LLC 1997 Stock Option Plans and the Endo Pharma LLC 2000 Supplemental Stock
Option Plans, all of which are currently exercisable. Although the shares of common stock that Dr. Lee receives upon
exercise of these stock options are currently subject to significant restrictions that are set forth in the stockholders
agreement including restrictions on sale, assignment, mortgage, transfer, pledge or other disposals or transfers, the
stockholders agreement terminates once Endo Pharma LL.C owns less than five percent of our common stock.

) Mr. Black is our Executive Vice President, Chief Financial Officer and Treasurer. The shares beneficially
owned by Mr. Black include 3,193 shares, which represent Mr. Black s pro rata portion of shares that are beneficially
owned by Endo Pharma LLC. Mr. Black owns 0.05% of Endo Pharma LL.C and may be deemed to share beneficial
ownership of shares of common stock owned of record by Endo Pharma LLC by virtue of his status as a member of
Endo Pharma LLC. Mr. Black shares voting power along with the other members of Endo Pharma LLC with respect
to shares of common stock owned by Endo Pharma LLC, but disclaims beneficial ownership of such securities except
to the extent of his pecuniary interest. Mr. Black s beneficial ownership also includes 358,518 shares and 235,282
underlying options that he holds in the Endo Pharma LLC 1997 Stock Option Plans and the Endo Pharma LLC 2000
Supplemental Stock Option Plans, all of which are currently exercisable. Although the shares of common stock that
Mr. Black receives upon exercise of these stock options are currently subject to significant restrictions that are set
forth in the stockholders agreement including restrictions on sale, assignment, mortgage, transfer, pledge or other
disposals or transfers, the stockholders agreement terminates once Endo Pharma LL.C owns less than five percent of
our common stock.
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(m) Ms. Manogue is our Executive Vice President, Chief Legal Officer and Secretary. The shares beneficially
owned by Ms. Manogue includes 30,835 shares of our common stock and 280,248 shares underlying options granted
under the Endo Pharmaceuticals Holdings Inc. 2000 Stock Incentive Plan, 91,740 of which are currently exercisable.

(n) The business address for this person is c/o Kelso & Company, 320 Park Avenue, 24th Floor, New York, New
York 10022.

(0) KIA V and KEP V share investment and voting power along with the other members of Endo Pharma LLC
with respect to shares of common stock owned by Endo Pharma LLC, but each disclaims beneficial ownership of such
securities except to the extent of its pecuniary interest. Kelso Partners V, L.P., or KP V, may be deemed to share
beneficial ownership of shares of common stock owned of record by Endo Pharma LLC by virtue of its status as a
general partner of KIA V, which is a member of Endo Pharma LL.C. KP V shares investment and voting power along
with its general partners with respect to shares of common stock owned by Endo Pharma LLC, but disclaims
beneficial ownership of such securities except to the extent of its pecuniary interest.

) Messrs. Goldberg and Wahrhaftig were directors of our company through March 15, 2006. Messrs. Nickell,
Wall, Matelich, Goldberg, Wahrhaftig, Bynum, Berney, Loverro and Connors may be deemed to share beneficial
ownership of shares of common stock owned of record by Endo Pharma LLC by virtue of the status of Kelso
Investment Associates V, L.P., or KIA V, and Kelso Equity Partners V, L.P., or KEP V, as members of Endo Pharma
LLC. Messrs. Nickell, Wall, Matelich, Goldberg, Wahrhaftig, Bynum, Berney, Loverro and Connors may be deemed
to share beneficial ownership of securities owned of record by KIA V and KEP V, by virtue of the status of each of
them as a general partner of the general partner of KIA V and as a general partner of KEP V. Messrs. Nickell, Wall,
Matelich, Goldberg, Wahrhaftig, Bynum, Berney, Loverro and Connors share investment and voting power along with
the other general partners with respect to shares of our common stock owned indirectly by KIA V and KEP V through
Endo Pharma LLC, but disclaim beneficial ownership of such securities except to the extent of each individual s
pecuniary interest.

(@ The business address for Greenwich Street Capital Partners, L.P. and Greenwich Street Capital Offshore

Fund, Ltd. is 500 Campus Drive, Suite 220, Florham Park, New Jersey 07932. The business address for Citigroup
Employees Fund GSP, L.P. is 399 Park Avenue, New York, New York 10043. The business address for The Travelers
Insurance Company and The Travelers Life and Annuity Company is One City Place, Hartford, Connecticut
06103-3415. Greenwich Street Investments, L.P. is the general partner of Greenwich Street Capital Partners, L.P.
Greenwich Street Investments, L.L.C. is the managing general partner of Greenwich Street Investments, L.P. The
Travelers Insurance Company is the sole member of Greenwich Street Investments, L.L..C. Andrew Wagner and
Woodbourne Corporation (BVI) Limited are the directors of Greenwich Street Capital Offshore Fund, Ltd. TRV
Employees Investments, Inc. is the general partner of Citigroup Employees Fund GSP, L.P. and is a wholly owned
subsidiary of Citigroup Inc. GSCP (NJ), L.P. is the manager of Greenwich Street Capital Partners, L.P., Greenwich
Street Capital Offshore Fund, Ltd. and Citigroup Employees Fund GSP, L.P. GSCP (NJ), Inc. is the general partner of
GSCP (NJ), L.P. Each of Keith W. Abell, Alfred C. Eckert III, Robert A. Hamwee, Richard M. Hayden, Thomas V.
Inglesby, Matthew C. Kaufman, Christine K. Vanden Beukel, Andrew Wagner and Frederick H. Horton is an
executive officer and stockholder of GSCP (NJ), Inc. and a limited partner of GSCP (NJ), L.P. Greenwich Street
Investments, L.P., Greenwich Street Investments, L.L..C. and The Travelers Insurance Company, because of their
relationships with Greenwich Street Capital Partners, L.P., may be deemed to beneficially own the securities held by
Greenwich Street Capital Partners, L.P. Notwithstanding the foregoing, the above persons and entities disclaim
beneficial ownership of the securities held by Greenwich Street Capital Partners, L.P. except to the extent of their
respective pecuniary interest in the securities. Andrew Wagner and Woodbourne Corporation (BVI) Limited,
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because of their relationships to Greenwich Street Capital Offshore Fund, Ltd., may be deemed to beneficially own the securities held by
Greenwich Street Capital Offshore Fund, Ltd. Notwithstanding the foregoing, the above person and entity disclaim beneficial ownership of the
securities held by Greenwich Street Capital Offshore Fund, Ltd. except to the extent of their respective pecuniary interest in the securities. TRV
Employees Investments, Inc. and Citigroup Inc., because of their relationships with Citigroup Employees GSP Fund, L.P., may be deemed to
beneficially own the securities held by Citigroup Employees GSP Fund, L.P. Notwithstanding the foregoing, the above persons and entities
disclaim beneficial ownership of the securities held by Citigroup Employees GSP Fund, L.P. except to the extent of their respective pecuniary
interest in the securities. GSCP (NJ), L.P., GSCP (NJ), Inc., Keith W. Abell, Alfred C. Eckert III, Robert A. Hamwee, Richard M. Hayden,
Thomas V. Inglesby, Matthew C. Kaufman, Christine K. Vanden Beukel, Andrew Wagner and Frederick H. Horton, because of their
relationships with Greenwich Street Capital Partners, L.P., Greenwich Street Capital Offshore Fund, Ltd. and Citigroup Employees Fund GSP,
L.P., may be deemed to beneficially own the securities held by Greenwich Street Capital Partners, L.P., Greenwich Street Capital Offshore
Fund, Ltd. and Citigroup Employees Fund GSP, L.P. Notwithstanding the foregoing, the above persons and entities disclaim beneficial
ownership of the securities held by Greenwich Street Capital Partners, L.P., Greenwich Street Capital Offshore Fund, Ltd. and Citigroup GSP
Fund, L.P. except to the extent of their respective pecuniary interest in the securities. The Travelers Life and Annuity Company is a wholly
owned subsidiary of The Travelers Insurance Company, which is a subsidiary of Metlife, Inc. The Travelers Insurance Company and

Metlife, Inc. may be deemed to be the beneficial owner of the securities held by The Travelers Life and Annuity Company. The above persons
and entities may be deemed to share beneficial ownership of the shares of common stock owned of record by Endo Pharma LLC because they
are members of Endo Pharma LLC or affiliates of members of Endo Pharma LLC. The above persons and entities disclaim beneficial ownership
of the securities owned by Endo Pharma LLC, except to the extent of their respective pecuniary interest in the securities.

3] Until December 31, 2003, Ms. MacDonald was our Executive Vice President of Operations, at which time she
resigned from her executive office, while remaining an employee. The shares beneficially owned by Ms. MacDonald
include 19,156 shares, which represent Ms. MacDonald s pro rata portion of shares that are beneficially owned by
Endo Pharma LLC. Ms. MacDonald owns 0.27% of Endo Pharma LL.C and may be deemed to share beneficial
ownership of shares of common stock owned of record by Endo Pharma LLC by virtue of her status as a member of
Endo Pharma LLC. Ms. MacDonald shares voting power along with the other members of Endo Pharma LLC with
respect to securities owned by Endo Pharma LLC, but disclaims beneficial ownership of such securities except to the
extent of her pecuniary interest. Ms. MacDonald s beneficial ownership also includes 758,420 shares and 926,999
shares underlying options that she holds in the Endo Pharma LLC 1997 Stock Option Plans and the Endo Pharma LL.C
2000 Supplemental Stock Option Plans, all of which are currently exercisable. Although the shares of common stock
that Ms. MacDonald receives upon exercise of these stock options are currently subject to significant restrictions that
are set forth in the stockholders agreement including restrictions on sale, assignment, mortgage, transfer, pledge or
other disposals or transfers, the stockholders agreement terminates once Endo Pharma LLC owns less than five
percent of our common stock.

(s) Mr. Clingen was a director of our company through March 15, 2006. The business address for Mr. Clingen is
c/o BP Capital Management, 5101 Darmstadt Road, Suite A, Hillside, Illinois 60162. Mr. Clingen s beneficial
ownership represents options to purchase 16,500 shares of common stock under the Endo Pharmaceuticals

Holdings Inc. 2000 and 2004 Stock Incentive Plans, none of which are currently exercisable.
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(t) Mr. Mitchell was a director of our company through March 15, 2006. The business address for Mr. Mitchell is
c/o Skadden, Arps, Slate, Meagher & Flom LLP, Four Times Square, New York, New York 10036. Mr. Mitchell s
beneficial ownership represents options to purchase 13,750 shares of our common stock granted under the Endo
Pharmaceuticals Holdings Inc. 2000 and 2004 Stock Incentive Plans, none of which are currently exercisable.

() The 141,756 shares that are beneficially owned by the other selling stockholders represent the selling
stockholders pro rata portion of shares that are beneficially owned by Endo Pharma LLC. The other selling
stockholders own 2.02% of Endo Pharma LL.C and may be deemed to share beneficial ownership of shares of
common stock owned of record by Endo Pharma LLC by virtue of their status as members of Endo Pharma LLC.
Each selling stockholder shares voting power along with the other members of Endo Pharma LLC with respect to
securities owned by Endo Pharma LLC, but each disclaims beneficial ownership of such securities except to the extent
of each selling stockholder s pecuniary interest.
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CERTAIN U.S. FEDERAL TAX CONSEQUENCES TO NON-U.S. HOLDERS
OF COMMON STOCK

The following is a general discussion of the principal United States federal income and estate tax consequences of the ownership and disposition
of our common stock by a non-U.S. holder. As used in this discussion, the term non-U.S. holder means a beneficial owner of our common stock
that is not, for U.S. federal income tax purposes:

e an individual who is a citizen or resident of the United States;

e acorporation created or organized in or under the laws of the United States or any political subdivision of the
United States;

e  a partnership;

e an estate whose income is includible in gross income for U.S. federal income tax purposes regardless of its
source; or

e atrust, in general, if a U.S. court is able to exercise primary supervision over the administration of the trust and
one or more U.S. persons have authority to control all substantial decisions of the trust.

An individual may be treated as a resident of the United States in any calendar year for U.S. federal income tax purposes, instead of a
nonresident, by among other ways, being present in the United States on at least 31 days in that calendar year and for an aggregate of at least
183 days during the current calendar year and the two immediately preceding calendar years. For purposes of this calculation, you would count
all of the days present in the current calendar year, one-third of the days present in the immediately preceding calendar year and one-sixth of the
days present in the second preceding calendar year. Residents are treated for U.S. federal income tax purposes as if they were U.S. citizens.

This discussion does not consider:

e U.S. state and local or non-U.S. tax consequences;

e specific facts and circumstances that may be relevant to a particular non-U.S. holder s tax position;
« the tax consequences for the stockholders, partners or beneficiaries of a non-U.S. holder;

e special tax rules that may apply to particular non-U.S. holders, such as financial institutions, insurance companies,
tax-exempt organizations, U.S. expatriates, broker dealers, and traders in securities; or

e special tax rules that may apply to a non-U.S. holder that holds our common stock as part of a straddle, hedge,
conversion transaction,  synthetic security or other integrated investment.

The following discussion is based on provisions of the U.S. Internal Revenue Code of 1986, as amended, applicable U.S. Treasury regulations
and administrative and judicial interpretations, all as in effect on the date of this prospectus, and all of which are subject to change, retroactively
or prospectively. The following discussion also assumes that a non-U.S. holder holds our common stock as a capital asset. EACH NON-U.S.
HOLDER SHOULD CONSULT ITS TAX ADVISOR REGARDING THE U.S. FEDERAL, STATE, LOCAL, AND NON-U.S.
INCOME AND OTHER TAX CONSEQUENCES OF ACQUIRING, HOLDING, AND DISPOSING OF OUR COMMON STOCK.

Dividends

Distributions on common stock constitute dividends for U.S. federal income tax purposes to the extent of our current and accumulated earnings
and profits, as determined under U.S. federal income tax
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principles. We may not pay cash dividends on our common stock in the foreseeable future. See Dividend Policy. In the event, however, that we
pay dividends on our common stock, we will have to withhold U.S. federal withholding tax at a rate of 30%, (or at a lower rate under an
applicable income tax treaty that allows for a reduced rate of withholding, provided that we have received proper certification of the application
of such income tax treaty), from the gross amount of the dividends paid to a non-U.S. holder unless such dividends are effectively connected

with a non-U.S. holder s conduct of a trade or business, as described below.

Non-U.S. holders should consult their tax advisors regarding their entitlement to benefits under an applicable income tax treaty and the manner
of claiming the benefits of such treaty. A non-U.S. holder that is eligible for a reduced rate of U.S. federal withholding tax under an income tax
treaty may obtain a refund or credit of any excess amounts withheld by filing an appropriate claim for a refund with the U.S. Internal Revenue
Service.

Dividends that are effectively connected with a non-U.S. holder s conduct of a trade or business in the United States are not subject to the U.S.
withholding tax, but, unless otherwise provided in an applicable income tax treaty, are instead taxed in the manner applicable to U.S. persons. In
that case, we will not have to withhold U.S. federal withholding tax if the non-U.S. holder complies with applicable certification and disclosure
requirements. In addition, dividends received by a foreign corporation that are effectively connected with the conduct of a trade or business in
the United States may be subject to a branch profits tax at a 30% rate, or at a lower rate if provided by an applicable income tax treaty.

Gain on Disposal of Common Stock

A non-U.S. holder generally will not be taxed on gain recognized on a disposition of our common stock unless:

e the non-U.S. holder is an individual who holds our common stock as a capital asset, is present in the United States
for 183 days or more during the taxable year of the disposition and meets certain other conditions (though any such
person will generally be treated as a resident of the U.S.);

e the gain is effectively connected with the non-U.S. holder s conduct of a trade or business in the United States or,
in some instances if an income tax treaty applies, is attributable to a permanent establishment maintained by the
non-U.S. holder in the United States; or

e we are or have been a U.S. real property holding corporation for U.S. federal income tax purposes, and such
non-U.S. holder held more than 5 percent of our common stock at any time during the shorter of the five-year period
ending on the date of disposition or the period that such non-U.S. holder held our common stock.

We have determined that we are not, and we do not anticipate that we will become, a U.S. real property holding corporation.

An individual non-U.S. holder who is subject to U.S. tax because the holder was present in the U.S. for 183 days or more during the year of
disposition is taxed on the amount by which capital gains allocated to U.S. sources (including gains from sale of our common stock) exceed
capital losses allocated to U.S. sources incurred during the year at a flat rate of 30%, or at a lower rate if provided by an applicable income tax
treaty. Other non-U.S. holders that are subject to U.S. federal income tax on gain from the disposition of our common stock will be taxed on
such gain in the same manner in which citizens or residents of the U.S. would be taxed, and if such non-U.S. holder is a foreign corporation such
gain may also be subject to a branch profits tax at a 30% rate, or at a lower rate if provided by an applicable income tax treaty.
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Federal Estate Tax

Common stock owned or treated as owned by an individual who is a non-U.S. holder at the time of death will be included in the individual s
gross estate for U.S. federal estate tax purposes and may be subject to U.S. federal estate tax unless an applicable estate tax treaty provides
otherwise.

U.S. federal legislation enacted in 2001 provides for reductions in the U.S. federal estate tax through 2009 and the elimination of the tax entirely
in 2010. Under the legislation, the estate tax would be fully reinstated, as in effect prior to the reductions, in 2011.

Information Reporting and Backup Withholding Tax

We must report annually to the U.S. Internal Revenue Service and to each non-U.S. holder the amount of dividends paid to that holder and the
tax withheld from those dividends. Copies of the information returns reporting those dividends and withholding may also be made available by
the U.S. Internal Revenue Service to the tax authorities in the country in which the non-U.S. holder is a resident under the provisions of an
applicable income tax treaty or agreement.

Under some circumstances, U.S. Treasury regulations require additional information reporting and backup withholding on payments made with
respect to or on our common stock. Under currently applicable law, the gross amount of dividends paid to a non-U.S. holder that fails to certify
its non-U.S. holder status in accordance with applicable U.S. Treasury regulations generally will be subject to additional information reporting
and backup withholding.

The payment of proceeds on the disposition of common stock by a non-U.S. holder to or through a U.S. office of a broker or a non-U.S. office of
a U.S. broker generally will be reported to the U.S. Internal Revenue Service and, if to or through U.S. offices of a broker, reduced by backup
withholding, unless the non-U.S. holder either certifies its status as a non-U.S. holder under penalties of perjury or otherwise establishes an
exemption and certain other conditions are met. The payment of proceeds on the disposition of common stock by a non-U.S. holder to or through
anon-U.S. office of a non-U.S. broker will not be reduced by backup withholding or reported to the U.S. Internal Revenue Service unless the
non-U.S. broker has certain enumerated connections with the United States.

Non-U.S. holders should consult their own tax advisors regarding the application of the information reporting and backup withholding rules to
them.

Any amounts withheld under the backup withholding rules from a payment to a non-U.S. holder will be refunded, or credited against the holder s
U.S. federal income tax liability, if any, provided that certain required information is furnished to the U.S. Internal Revenue Service.
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PLAN OF DISTRIBUTION

We are registering the shares of common stock covered by this prospectus for the selling stockholders. As used in this prospectus, selling
stockholders includes the donees, transferees or others who may later hold the selling stockholders interest. The common stock may be sold from
time to time by the selling stockholders. Such sales may be made in the over-the-counter market at prices and at terms then prevailing or at

prices related to the then current market price, or in negotiated transactions. The selling stockholders will act independently of our company in
making decisions with respect to the timing, manner and size of each sale.

The selling stockholders may negotiate and pay underwriters or broker-dealers commissions, discounts or concessions for their services as
applicable. Underwriters or broker-dealers engaged by the selling stockholders may allow other underwriters or broker- dealers to participate in
resales.

The common stock may be sold in one or more of the following types of transactions:
(a) A sale to one or more underwriters for resale to the public or to institutional investors in one or more transactions;

(1) If a selling stockholder notifies us of any material arrangement that it has entered into with an underwriter(s), we will execute an
underwriting agreement with such underwriter(s) and file a supplemental prospectus, if required, pursuant to Rule 424(b) under the Securities
Act of 1933. In that supplemented prospectus, we will disclose the name of each such underwriter, the number of shares to be sold, the price at
which such shares were sold, the commissions paid or discounts or concessions allowed to such underwriter(s), where applicable, and any other
facts material to the transaction.

(i) The selling stockholders and any underwriters involved in the sale or resale of the common stock may qualify as underwriters within the
meaning of Section 2(a)(11) of the Securities Act. In addition, the underwriters commissions, discounts or concessions may qualify as
underwriters compensation under the Securities Act. If a selling stockholder qualifies as an underwriter, it will be subject to the prospectus
delivery requirements of Section 5(b)(2) of the Securities Act.

(b) A block trade in which a selling stockholder will engage a broker-dealer as agent, who will then attempt to sell the common stock, or
position and resell a portion of the block, as principal, in order to facilitate the transaction;

(c) Derivative transactions with third parties;

(i) If the applicable prospectus supplement indicates, in connection with those derivatives, the third parties may sell securities covered by this
prospectus and the applicable prospectus supplement, including in short sale transactions. If so, the third party may use securities pledged by the
selling shareholder or borrowed from the selling shareholder or others to settle those sales or to close out any related open borrowings of stock,
and may use securities received from the selling shareholder in settlement of those derivatives to close out any related open borrowings of stock.
The third party in such sale transactions will be an underwriter and, if not identified in this prospectus, will be identified in the applicable
prospectus supplement (or a post-effective amendment).

(d) Other hedging transactions, whereby the selling stockholder may:

(1) enter into transactions with a broker-dealer or affiliate thereof in connection with which such broker-dealer or affiliate will engage in short
sales of the common stock pursuant to this prospectus, in which case such broker-dealer of affiliate may use shares of common stock received
from the selling stockholders to close out its short positions;
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(i1) sell common stock short itself and redeliver such shares to close out its short positions;

(iii) enter into option or other types of transactions that require the selling stockholder to deliver common stock to a broker- dealer or an affiliate
thereof, who will then resell or transfer the common stock under this prospectus; or

(iv) loan or pledge the common stock to a broker-dealer or an affiliate thereof, who may sell the loaned shares or, in an event or default in the
case of a pledge, sell the pledged shares pursuant to this prospectus; or

(e) Sales to third parties who may deliver the common stock upon exchange of exchangeable securities issued by such third parties or their
affiliates, which in either case may deliver this prospectus in connection with the sale of those exchangeable securities. Such transactions may be
combined with other transactions of the types described above. In particular, such third parties or their affiliates may engage in sales of common
stock (including short sales) to hedge their position prior to the exchange of their exchangeable securities, may deliver this prospectus in
connection with some or all of those sales and may deliver shares of common stock covered by this prospectus to close out any short positions
created in connection with those sales.

Pursuant to the terms of our executive stockholder agreement, executive stockholders cannot directly or indirectly sell, assign, mortgage,
transfer, pledge, hypothecate or otherwise dispose of any of their shares of our common stock acquired in connection with our formation in 1997
or the shares of our common stock underlying their stock options granted pursuant to the Endo Pharma LLC stock option plans, in each case,
without the consent of Endo Pharma LLC s Board of Managers, except to Endo Pharma LLC, Kelso Investment Associates V, L.P. and Kelso
Equity Partners V, L.P. in accordance with the terms of the stockholders agreement. Executive stockholders are also permitted to sell such shares
or shares of our common stock underlying such options in connection with a sale of shares by Endo Pharma LLC.

Subject to the foregoing, in addition to selling its common stock under this prospectus, a selling stockholder may:

(a) agree to indemnify any underwriter or broker-dealer against certain liabilities related to the selling of the common stock, including
liabilities arising under the Securities Act;

(b) transfer its common stock in other ways not involving market maker or established trading markets, including directly by gift, distribution,
or other transfer;

(c) sell its common stock under Rule 144 of the Securities Act rather than under this prospectus, if the transaction meets the requirements of
Rule 144; or

(d) sell its common stock by any other legally available means.
For any particular offering pursuant to the shelf registration statement dated January 19, 2006, of which this prospectus is a part:
(a) anunderwriter may allow, and dealers may reallow, concessions on sales to certain other dealers;

(b) we and the selling stockholders may agree to indemnify an underwriter against certain liabilities, including liabilities under the Securities
Act, or to contribute to payments an underwriter may be required to make in connection with these liabilities; and

(c) we, our executive officers, our directors, Endo Pharma LLC and the other selling stockholders may agree, subject to certain exceptions, that
for a certain period from the date of the prospectus supplement under which the securities are offered, we and they will not, without the prior
written consent of an underwriter, offer, sell, contract to sell, pledge or otherwise dispose of any shares of our common stock or any securities
convertible into or exchangeable for our common stock. However, an underwriter, in its sole discretion, may release any of the securities subject
to these lock-
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up agreements at any time without notice. We expect an underwriter to exclude from these lock-up agreements, securities exercised and/or sold
pursuant to 10b5-1 pre-set selling programs that are in place at the time of an offering made pursuant to this prospectus and any prospectus
supplement hereto. As of March 17, 2006, Messrs. Kimmel and Lankau have remaining in their respective 10b5-1 pre-set selling programs
108,053 shares and 392,868 shares underlying options, respectively, which expire on May 1, 2006 and March 1, 2008, respectively.

In connection with any particular offering pursuant to the shelf registration statement dated January 19, 2006, of which this prospectus is a part,
an underwriter may engage in stabilizing transactions, over-allotment transactions, syndicate covering transactions and penalty bids.

e Stabilizing transactions permit bids to purchase the underlying security so long as the stabilizing bids do not
exceed a specified maximum price.

e Over-allotment involves sales by an underwriter of shares in excess of the number of shares an underwriter is
obligated to purchase, which creates a syndicate short position. The short position may be either a covered short
position or a naked short position. In a covered short position, the number of shares over-allotted by an underwriter is
not greater than the number of shares that it may purchase in the over-allotment option. In a naked short position, the
number of shares involved is greater than the number of shares in the over-allotment option. An underwriter may close
out any short position by either exercising its over-allotment option and/or purchasing shares in the open market.

e Syndicate covering transactions involve purchases of the common stock in the open market after the distribution
has been completed in order to cover syndicate short positions. In determining the source of shares to close out the
short position, an underwriter will consider, among other things, the price of shares available for purchase in the open
market as compared to the price at which they may purchase shares through the over-allotment option. If an
underwriter sells more shares than could be covered by the over-allotment option, a naked short position, the position
can only be closed out by buying shares in the open market. A naked short position is more likely to be created if an
underwriter is concerned that there could be downward pressure on the price of the shares in the open market after
pricing that could adversely affect investors who purchase in the offering.

e  Penalty bids permit representatives to reclaim a selling concession from a syndicate member when the common
stock originally sold by the syndicate member is purchased in a stabilizing or syndicate covering transaction to cover
syndicate short positions.

These stabilizing transactions, syndicate covering transactions and penalty bids may have the effect of raising or maintaining the market price of
our common stock or preventing or retarding a decline in the market price of the common stock. As a result, the price of our common stock may
be higher than the price that might otherwise exist in the open market. These transactions may be effected on the Nasdaq National Market or
otherwise and, if commenced, may be discontinued at any time.

A prospectus in electronic format may be made available on the web sites maintained by an underwriter, or selling group member, if any,
participating in any particular offering and an underwriter participating in any particular offering may distribute prospectuses electronically. Any
representatives may agree to allocate a number of shares to an underwriter and selling group members for sale to their online brokerage account
holders. Internet distributions will be allocated by an underwriter and selling group members that will make internet distributions on the same
bases as other allocations.

Any selling stockholder who is a broker dealer will be deemed to be an underwriter within the meaning of Section 2(11) of the Securities Act,
unless such selling stockholder purchased its shares in the ordinary course of business, and at the time of its purchase of the shares to be resold,
did not have any view to or arrangements or understandings, directly or indirectly, with any person to distribute the shares. The
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selling stockholders have each informed us that they are not registered broker dealers. Certain selling stockholders have identified themselves to
us as affiliates of broker dealers. See Selling Stockholders. The selling stockholders who are affiliates of broker dealers have each informed us
that they did not receive the common stock outside of the ordinary course of business nor, at the time of issuance of the common stock, did they
have any view to or any arrangements or understandings, directly or indirectly, with any person to distribute the shares of common stock.

United Kingdom

This prospectus is only being distributed to, and is only directed at, persons in the United Kingdom that are qualified investors within the
meaning of Article 2(1)(e) of the Prospectus Directive ( Qualified Investors ) that are also (i) investment professionals falling within

Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the Order ) or (ii) high net worth entities, and
other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being
referred to as relevant persons ). This prospectus and its contents are confidential and should not be distributed, published or reproduced (in
whole or in part) or disclosed by recipients to any other persons in the United Kingdom. Any person in the United Kingdom that is not a relevant
person should not act or rely on this document or any of its contents.

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a Relevant Member
State ), with effect from and including the date on which the Prospectus Directive is implemented in that Relevant Member State (the Relevant
Implementation Date ) an offer of securities described in this prospectus may not be made to the public in that Relevant Member State prior to
the publication of a prospectus in relation to the shares which has been approved by the competent authority in that Relevant Member State or,
where appropriate, approved in another Relevant Member State and notified to the competent authority in that Relevant Member State, all in
accordance with the Prospectus Directive, except that, with effect from and including the Relevant Implementation Date, an offer of shares may
be made to the public in that Relevant Member State at any time:

e to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or
regulated, whose corporate purpose is solely to invest in securities;

e to any legal entity which has two or more of (1) an average of at least 250 employees during the last financial
year; (2) a total balance sheet of more than 43,000,000 and (3) an annual net turnover of more than 50,000,000, as
shown 1n its last annual or consolidated accounts; or

e in any other circumstances which do not require the publication by the issuer of a prospectus pursuant to Article 3
of the Prospectus Directive.

Each purchaser of securities described in this prospectus and any accompanying prospectus supplement located within a Relevant Member State
will be deemed to have represented, acknowledged and agreed that itis a qualified investor within the meaning of Article 2(1)(e) of the
Prospectus Directive.

For the purposes of this provision, the expression an offer of shares to the public in relation to any shares in any Relevant Member State means
the communication in any form and by any means of sufficient information on the terms of the offer and the shares to be offered so as to enable

an investor to decide to purchase or subscribe the shares, as the same may be varied in that Relevant Member State by any measure

implementing the Prospectus Directive in that Relevant Member State and the expression Prospectus Directive means Directive 2003/71/EC and
includes any relevant implementing measure in each Relevant Member State.
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VALIDITY OF THE SECURITIES

In connection with particular offerings of shares of common stock in the future, and if stated in the applicable prospectus supplement, the
validity of those shares of common stock may be passed upon for us by Skadden, Arps, Slate, Meagher & Flom LLP, New York, New York.
Debevoise & Plimpton LLP, New York, New York will act as legal counsel to the underwriters. Both Skadden, Arps, Slate, Meagher & Flom
LLP and Debevoise & Plimpton LLP also represent an affiliate of ours, Kelso & Company, and its affiliates, from time to time.

EXPERTS

The financial statements, the related financial statement schedule, and management s report on the effectiveness of internal control over financial
reporting incorporated in this prospectus by reference from the Company s Annual Report on Form 10-K have been audited by Deloitte &
Touche LLP, an independent registered public accounting firm, as stated in their reports, which are incorporated herein by reference, and have
been so incorporated in reliance upon the reports of such firm given upon their authority as experts in accounting and auditing.

INTERESTS OF CERTAIN DIRECTORS

Mr. Michael Mitchell, of counsel to Skadden, Arps, Slate, Meagher & Flom LLP, which provides legal services to us from time to time, was a
director of Endo Pharmaceuticals Holdings Inc. through March 15, 2006, and as of the date hereof beneficially owns 21,250 options, 7,500 of
which are currently exercisable into shares of Endo Pharmaceuticals Holdings Inc. s common stock.

WHERE YOU CAN FIND MORE INFORMATION

We file reports and other information with the SEC. On January 19, 2006, we filed our registration statement on Form S-3 with the SEC. This
prospectus, which is a part of the registration statement, was filed with the SEC on March 21, 2006. This prospectus does not contain
all of the information included in the registration statement, and you should refer to the registration statement and its
exhibits and any related prospectus supplement in order to read that information. References in this prospectus and
any related prospectus supplement to any of our contracts or other documents are not necessarily complete, and you
should refer to the exhibits attached thereto or incorporated by reference to the registration statement for copies of the
actual contract or document.

You may read and copy the registration statement of which this prospectus is a part, the related exhibits and the other material we file with the
SEC at the SEC s public reference room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. You can also request copies of those
documents, upon payment of a duplicating fee, by writing to the SEC. Please call the SEC at 1-800-SEC-0330 for further information on the
operation of the public reference rooms. The SEC also maintains an internet site that contains reports, proxy and information statements and
other information regarding issuers that file with the SEC. The SEC s Internet site can be found at http://www.sec.gov. You may also request a
copy of these filings, at no cost, by writing or telephoning us as follows: 100 Endo Boulevard, Chadds Ford, Pennsylvania 19317, Attention:
Chief Financial Officer or (610) 558-9800.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to incorporate by reference the information we file with them, which means that we can disclose important information to
you by referring you to those documents. The information incorporated by reference is considered to be part of this prospectus, and information
that we later file with the SEC will automatically update and supersede the information contained or incorporated by reference in this prospectus.
Accordingly, we incorporate by reference (except any portions of any documents that have been furnished butnot filed for purposes of the
Exchange Act):

e our annual report on Form 10-K for the year ended December 31, 2005;
e our proxy statement on Schedule 14A for our 2005 annual stockholders meeting;
e our Form 8-A filed on July 12, 2000; and

e our current reports on Form 8-K filed on January 9, 2006, January 23, 2006, January 25, 2006, February 7, 2006
and March 9, 2006.

All documents that we subsequently file pursuant to Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 prior to the
termination of an offering pursuant to this prospectus shall be deemed to be incorporated by reference into this prospectus from the date of filing
of such documents. These documents are or will be available for inspection or copying at the locations identified above under the caption Where
You Can Find More Information.

We will provide without charge to each person, including any beneficial owner of common stock, to whom this prospectus is delivered, upon
written or oral request, a copy of any and all of the documents that have been or may be incorporated by reference in this prospectus. You should
direct requests for documents to 100 Endo Boulevard, Chadds Ford, Pennsylvania 19317, Attention: Chief Financial Officer (610) 558-9800.
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