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Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, $0.001 Par Value Nasdaq Global Market
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. YES © NO x
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. YES © NO x

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

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K.

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

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

The aggregate market value of the voting and non-voting common equity (excluding preferred stock outstanding as of March 31, 2008 that prior
to its conversion in April 2008 was convertible into 622,000 shares of Common Stock and had voting rights on certain matters equivalent to
568,750 shares of Common Stock) held by non-affiliates of the registrant was approximately $308,000,000, based on the last sales price of the
Common Stock as of March 31, 2008. Shares of Common Stock held by each executive officer and director and each person who beneficially
owns 10% or more of the outstanding Common Stock and individuals or entities related to such persons have been excluded. This determination
of affiliate status may not be conclusive for other purposes.

As of December 1, 2008, 78,151,727 shares of Common Stock, $.001 par value per share, of the registrant were issued and outstanding.
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DOCUMENTS INCORPORATED BY REFERENCE

See Part III hereof with respect to incorporation by reference from the registrant s definitive proxy statement for the fiscal year ended
September 30, 2008 to be filed pursuant to Regulation 14A under the Securities Exchange Act of 1934 and the Exhibit Index beginning on page
number 79 hereto.

PARTI
Note Regarding Forward Looking Statements

Statements in this Form 10-K that are not statements or descriptions of historical facts are forward looking statements under Section 21E of the
Securities Exchange Act of 1934, as amended (the Exchange Act ), and the Private Securities Litigation Reform Act of 1995 and are subject to
numerous risks and uncertainties. These and other forward-looking statements made by us in reports that we file with the Securities and
Exchange Commission, press releases, and public statements of our officers, corporate spokespersons or our representatives are based on a
number of assumptions and relate to, without limitation: our ability to successfully develop, obtain regulatory approval for and commercialize
any products, including SANCTURA® (trospium chloride tablets), SANCTURA XR (once-daily SANCTURA), NEBID®, (injectable
testosterone undecanoate), VANTAS® (histrelin implant for prostate cancer) and SUPPRELIN® LA (histrelin implant for central precocious
puberty); our ability to enter into corporate collaborations or to obtain sufficient additional capital to fund operations; and the Redux -related
litigation. The words believe, expect, anticipate, intend, plan, estimate or other expressions which predict or indicate future events and tre
do not relate to historical matters identify forward-looking statements. Readers are cautioned not to place undue reliance on these
forward-looking statements as they involve risks and uncertainties and such forward-looking statements may turn out to be wrong. Actual results
could differ materially from those currently anticipated due to a number of factors, including those set forth under Risk Factors and elsewhere in,
or incorporated by reference into, this Form 10-K. These factors include, but are not limited to: dependence on the success of SANCTURA,
SANCTURA XR, NEBIDO, VALSTAR , VANTAS and SUPPRELIN LA; need for additional funds and corporate partners, including for the
development of our products; risks related to increased leverage; effectiveness of our sales force; competition and its effect on pricing, spending,
third-party relationships and revenues; dependence on third parties for supplies, particularly for histrelin, manufacturing, marketing, and clinical
trials; risks associated with being a manufacturer of some of our products; risks associated with contractual agreements, particularly for the
manufacture and co-promotion of SANCTURA, SANCTURA XR and SUPPRELIN LA; the manufacture of NEBIDO, VANTAS, SUPPRELIN
LA and VALSTAR as well as those relating to the outstanding indebtedness of our subsidiaries; reliance on intellectual property and having
limited patents and proprietary rights; dependence on market exclusivity, changes in reimbursement policies and/or rates for SANCTURA,
SANCTURA XR, VANTAS, SUPPRELIN LA, DELATESTRYL® and any future products; acceptance by the healthcare community of our
approved products and product candidates; uncertainties relating to clinical trials, regulatory approval and commercialization of our products,
particularly SANCTURA XR, NEBIDO, VALSTAR, VANTAS and SUPPRELIN LA; product liability and insurance uncertainties; risks
relating to the Redux-related litigation; history of operating losses and expectation of future losses; uncertainties relating to controls over
financial reporting; valuation of our Common Stock; risks related to repayment of debts; general worldwide economic conditions and related
uncertainties; and other risks. The forward-looking statements represent our judgment and expectations as of the date of this Form 10-K. Except
as may otherwise be required by applicable securities laws, we assume no obligation to update any such forward looking statements. See Risk
Factors.

Unless the context indicates otherwise, Indevus ,the Company , we , our and us refer to Indevus Pharmaceuticals, Inc., and Common Stock
to the common stock, $.001 par value per share, of Indevus. In the United States, SANCTURA is a registered trademark of Esprit Pharma, Inc.,
which became a wholly-owned subsidiary of Allergan, Inc. as of October 16, 2007 (subject to our co-exclusive right to use the mark). The
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mark SANCTURA XR is the subject of a pending application for registration by Allergan, Inc. Outside the United States, SANCTURA is a
registered trademark of the Company. The marks DELATESTRYL, VANTAS, and SUPPRELIN are also registered trademarks of the
Company. The Company also has a pending application for the registration of the mark VALSTAR. NEBIDO is a registered trademark of Bayer
Schering Pharma AG, Germany. Other trademarks, trade names and service marks used in this Form 10-K are the property of their respective
owners. Symbols for trademarks and registrations are omitted hereinafter for convenience.

Where You Can Find More Information

We are subject to the information and reporting requirements of the Securities Exchange Act of 1934, or the Exchange Act, under which we file
periodic reports, proxy and information statements and other information with the SEC. Copies of the reports, proxy statements and other
information may be examined without charge at the Public Reference Section of the SEC, 100 F Street, N.E., Room 1580, Washington, D.C.
20549, or on the Internet at http://www.sec.gov. Copies of all or a portion of such materials can be obtained from the Public Reference Room of
the SEC upon payment of prescribed fees. Please call the SEC at 1-800-SEC-0330 for further information about the Public Reference Room.

Financial and other information about Indevus is available on our website (http://www.indevus.com). We make available on our website, free of
charge, copies of our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those
reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable after filing such material
electronically or otherwise furnishing it to the SEC. Copies are available in print to any Indevus shareholder by completing an on-line request in
the Investor section of our website or by request in writing to Investor Relations, Indevus Pharmaceuticals, Inc., 33 Hayden Ave., Lexington,
MA 02421.

ITEM 1. Business
Overview

We are a specialty pharmaceutical company engaged in the acquisition, development and commercialization of products to treat conditions in
urology and endocrinology. Our approved products include SANCTURA® and SANCTURA XR  for overactive bladder ( OAB ), which we
co-promote with our partner Allergan, Inc. ( Allergan ), VANTA&Sor advanced prostate cancer, SUPPRELIN® LA for central precocious
puberty ( CPP ), and DELATESTR ¥Ifor the treatment of hypogonadism. We market our products through an approximately 100-person
specialty sales force.

Our core urology and endocrinology portfolio contains multiple compounds in development in addition to our approved products. Our most
advanced compounds are VALSTAR  for bladder cancer, NEBID® for hypogonadism, PRO 2000 for the prevention of infection by HIV and
other sexually-transmitted pathogens, and the octreotide implant for acromegaly and carcinoid syndrome.

In addition to our core urology and endocrinology portfolio, there are multiple compounds outside of our core focus area which we either
currently outlicense for development and commercialization, or intend to outlicense in the future. These compounds include pagoclone for
stuttering, which we recently licensed to Teva Pharmaceutical Industries Ltd. ( Teva ), ALKS 27 for chronic obstructive pulmonary disease
( COPD ), which we have been jointly developing with Alkermes, Inc. ( Alkermes ), and aminocandin for systemic fungal infections, the
know-how for which we licensed to Novexel S.A. ( Novexel ).

Indevus Pharmaceuticals, Inc. is a Delaware corporation. Our corporate headquarters is located at 33 Hayden Avenue, Lexington, Massachusetts
02421-7971, and our main telephone number is (781) 861-8444.
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Our Strategy

Our goal is to become a leading specialty pharmaceutical company focused in urology and endocrinology. The key elements of our strategy,
which we employ in our efforts to achieve our goal include:

(1) Identifying and acquiring products, product candidates or companies within our core focus area that are complementary to our
current product portfolio.

(2) Adding value to acquired development stage compounds through research, pre-clinical development, clinical testing and regulatory
activities.

(3) Commercializing products independently with our specialty sales force or in collaboration with corporate partners in order to help
ensure broader penetration of target markets.
Core Focus Area Urology and Endocrinology

In the urology and endocrinology markets, we believe we have developed strong capabilities in product development based on our research and
development organization and in sales and marketing based upon our approximately 100-person specialty sales force.

Through our business development efforts and our research and development capabilities, we have a late-stage product pipeline. We believe our
capabilities will enable us to continue to successfully acquire, develop and commercialize products and product candidates and achieve our
strategic goal of becoming a leading specialty pharmaceutical company in our core focus area.

OUR CORE PRODUCTS AND PRODUCT CANDIDATES

The following table outlines the products and product candidates in our core focus area:

Product Name Indication/Use Status! Commercial Rights?
SANCTURA Overactive bladder Marketed U.S.

SANCTURA XR Overactive bladder Marketed? Worldwide
VANTAS Advanced Prostate Cancer Marketed? Worldwide
SUPPRELIN LA Central Precocious Puberty Marketed? Worldwide
DELATESTRYL Hypogonadism Marketed U.S.

VALSTAR Bladder Cancer sNDA* Submitted Worldwide
NEBIDO Hypogonadism NDA?’ Approvable U.s.

PRO 2000 HIV and STD prevention Phase 111 Worldwide
Octreotide Implant Acromegaly Phase 111 Worldwide

See Government Regulation.

See Agreements.

Currently marketed in the U.S.

VALSTAR is an approved product awaiting approval of a manufacturing facility and re-introduction to the market.

As used in this Form 10-K, the phrase NDA refers to New Drug Application. See discussion of NEBIDO NDA re-submission.
SANCTURA

LS N N

General. In August 2004, we launched SANCTURA, a muscarinic receptor antagonist for the treatment of OAB. We co-promote SANCTURA
in the U.S. with our marketing partner, Allergan. SANCTURA is indicated for the treatment of OAB with symptoms of urge urinary
incontinence, urgency and urinary frequency.
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SANCTURA belongs to the anticholinergic class of compounds and binds specifically to muscarinic receptors. These compounds relax smooth
muscles, such as the detrusor muscle in the bladder, thus decreasing bladder contractions. Overactive or unstable detrusor muscle function is
believed to be one of the principal causes of OAB symptoms. Current treatments in the U.S. for OAB include compounds in the same
therapeutic class as SANCTURA.

SANCTURA is a quaternary ammonium compound, which we believe provides significant differentiation to the tertiary ammonium compounds
currently being marketed for the treatment of OAB. Quaternary ammonium compounds are highly charged and hydrophilic with a limited ability
to cross lipid membranes.

OAB is a medical condition whose symptoms include urinary frequency, urgency, and urge incontinence, the accidental loss of urine that occurs
after the strong, sudden urge to urinate. An estimated 33 million Americans suffer from OAB. In 2008, the market for drugs to treat OAB is
expected to be approximately $1.8 billion in the United States. OAB represents a significant clinical problem with potential medical, hygienic,
and social consequences. When untreated, this condition can lead to disability, dependence, and isolation from the community. It is most
prevalent among the elderly and strikes women twice as frequently as men.

We licensed exclusive rights to develop and market SANCTURA in the U.S. from Madaus GmbH ( Madaus ) in December 1999. In addition,
Madaus currently manufactures and sells us commercial quantities of SANCTURA in bulk form.

Commercialization. We currently co-promote SANCTURA in the U.S. with Allergan. To support the commercialization of SANCTURA and as
a platform for future growth, we have a sales and marketing infrastructure which includes a specialty sales force who call on urologists and other
prescribers specializing in treating patients with OAB. Effective October 16, 2007, Allergan acquired our previous partner, Esprit Pharma Inc.

( Esprit ), and we entered into a revised agreement whereby we granted Allergan certain rights to SANCTURA. Esprit had previously acquired
the rights to market SANCTURA in the U.S. from Odyssey Pharmaceuticals, Inc. ( Odyssey ), a specialty-branded subsidiary of PLIVA d.d.

( PLIVA ).See Agreements.

SANCTURA XR

General. SANCTURA XR is a once-daily formulation of SANCTURA, our currently marketed product for the treatment of OAB. SANCTURA
XR belongs to a class of anticholinergic compounds known as muscarinic receptor antagonists. Current treatments in the U.S. for OAB include
compounds in the same therapeutic class as SANCTURA XR.

SANCTURA XR is a quaternary ammonium compound, which we believe provides significant differentiation to the tertiary ammonium
compounds currently being marketed for the treatment of OAB. Quaternary ammonium compounds are highly charged and hydrophilic with a
limited ability to cross lipid membranes.

Our formulation of SANCTURA XR was developed under a development and license agreement with Supernus Pharmaceuticals, Inc.
(' Supernus ), formerly Shire Laboratories, Inc. We completed pharmacokinetic and safety studies with several once-daily formulations, including
our lead formulation that was used in our Phase II trial and our Phase III program.

Development. On August 3, 2007, the FDA approved the NDA for SANCTURA XR. Our development program for SANCTURA XR included
two randomized, double-blind, placebo-controlled Phase III trials conducted in the U.S. that were submitted in the NDA. We announced positive
data from the first Phase III trial in June 2006 and positive data from the second Phase III trial in July 2006. The first trial included 601 patients
who were studied at 55 sites. The second trial included 564 patients who were studied at 62 sites. Both trials were 12-week trials and measured
the effects of 60 mg of SANCTURA XR versus placebo, once-daily, on symptoms
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of OAB. Patients treated with SANCTURA XR experienced statistically significantly fewer toilet voids per day at the end of the 12-week trial
than did patients on placebo. SANCTURA XR treated patients also experienced statistically significantly fewer episodes of urge urinary
incontinence per day at the end of the 12-week trial than did placebo patients. Treatment with SANCTURA XR also led to a statistically
significant improvement (decrease) in average urgency severity, another key symptom of OAB. Additionally, SANCTURA XR had a rapid
onset of action and achieved a statistically significant difference from placebo as early as Week 1 of therapy for key efficacy endpoints. The
most common anticholinergic side effects were dry mouth (10.7% of the SANCTURA XR treated patients compared to 3.7% of the placebo
treated patients) and constipation (8.5% of the SANCTURA XR treated patients compared to 1.5% of the placebo treated patients).

In June 2005, we announced positive results from a pilot Phase II trial of SANCTURA XR. The trial was a two-week, multi-center,
placebo-controlled, double-blind study designed to evaluate the efficacy and safety of 60 mg SANCTURA XR versus placebo, once-daily, in
148 patients with OAB.

Commercialization. SANCTURA XR was launched in the U.S. in January 2008. We market the product with our partner, Allergan, in the U.S.
through our specialty sales force. We have extended our co-promotion rights through March 2009. We entered into (i) a License and Supply
Agreement and (ii) an amendment to the original license agreement with Madaus (collectively, the Madaus Agreements ). Under the Madaus
Agreements, we agreed to (a) purchase from Madaus all required trospium active pharmaceutical ingredient through November 2007 (b) license
Madaus the rights to sell SANCTURA XR in all countries outside of the U.S. (the Madaus Territory ) except Canada, Japan, Korea and China
(the Joint Territory ), (c) pay to Madaus a fee based on the number of capsules of SANCTURA XR sold by us in the U.S. through the earlier of
August 23, 2014 or upon generic formulations achieving a predetermined market share, (d) supply SANCTURA XR to Madaus for a specified
period of time (e) provide development committee support for a defined period and (f) provide future know-how to Madaus.

In May 2008, we signed a License Agreement with Allergan Inc., a Canadian affiliate of Allergan, Inc., granting Allergan the right to market
SANCTURA XR throughout Canada. See Agreements. Our partner, Madaus, has received marketing approval in October 2008 from their
Reference Member State which they designated as Germany. Nine additional European countries are expected to grant marketing approvals by
December 2008.

VANTAS

General. VANTAS was launched in the U.S. in November 2004. We obtained VANTAS through our acquisition of Valera Pharmaceuticals, Inc.

( Valera ) in April 2007. VANTAS is a soft, flexible 12-month hydrogel implant based on our patented HYDRONolymer Technology

( HYDRON Polymer Technology ) that delivers histrelin, a luteinizing hormone-releasing hormone agonist, or LHRH agonist and is indicated for
the palliative treatment of advanced prostate cancer. See  HYDRON Polymer Technology below for additional information.

The current standard of care for the palliative treatment of prostate cancer is LHRH agonist therapy. An agonist is a chemical substance capable
of activating a receptor to induce a full or partial pharmacological response. LHRH agonist therapies for advanced prostate cancer are designed
to suppress the production of testosterone because testosterone promotes and accelerates the growth of tumors associated with prostate cancer.
Histrelin, a powerful inhibitor of testosterone production, is the most potent LHRH agonist available.

Prostate cancer is the most common cancer for men other than skin cancers and the second leading cause of cancer death in men. According to
the American Cancer Society, every year approximately 190,000 men will be diagnosed with prostate cancer and approximately 29,000 will die
from this disease in 2008. The National Cancer Institute s SEER Program and the National Oncology Database each project that this patient
group will grow at an annual rate of 2% to 3% per year. In 2007, the LHRH market, according to IMS Health, was approximately $820 million
in the United States.
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Development and Commercialization. On October 12, 2004 the FDA approved the NDA for VANTAS. In November 2005, VANTAS was
approved for marketing in Denmark. In March 2006, Paladin Labs, Valera s marketing partner in Canada, received approval from Health Canada
to market VANTAS in Canada although we believe marketing of the product will require the establishment of a reimbursement price for
VANTAS, which has not been achieved to date by Paladin.

Mutual Recognition Procedure (MRP) in Germany, Ireland, Italy, Spain and the United Kingdom for marketing authorization began in July
2006. Approval was granted in May 2007. In April 2008, we entered into a License, Supply and Distribution Agreement with Orion Corporation
( Orion ) granting them the rights to market VANTAS throughout Europe as well as certain other countries.

As of August 2007, in conjunction with BioPro Pharmaceutical Inc., our marketing partner for most countries in Asia, VANTAS was approved
in Thailand, Singapore and Malaysia and approval is pending in Taiwan, Korea, Hong Kong and China. In addition, our partner Teva-Tuteur has
received approval and begun marketing VANTAS in Argentina. See Agreements.

SUPPRELIN LA

General. We launched SUPPRELIN LA in the U.S. in June 2007. We obtained SUPPRELIN LA through our acquisition of Valera.
SUPPRELIN LA is a soft, flexible 12-month hydrogel implant based on our patented HYDRON Polymer Technology that delivers histrelin, a
luteinizing hormone-releasing hormone agonist, or LHRH agonist and is indicated for the treatment of CPP.

CPP is the early onset of puberty in young children resulting in the development of secondary sex characteristics and short stature, if left
untreated. The development of these secondary sex characteristics is due to an increase in the secretion of sex hormones, the cause of which is
unknown. The incidence of CPP has been reported from national registries in the EU. A recent study has shown that CPP, subdivided by gender
and age at diagnosis was <1 per 10,000 in girls who were younger than 4 years, thereafter gradually rising to 8 per 10,000 for girls aged 5 to 9
years. The incidence in boys younger than 8 years was <1 per 10,000. CPP is treated by pediatric endocrinologists in the U.S. The current
standard of care for the treatment of CPP is LHRH agonist therapy. An agonist is a chemical substance capable of activating a receptor to induce
a full or partial pharmacological response. LHRH agonist therapies for CPP are designed to suppress the secretion of sex hormones in order to
delay the onset of puberty. Histrelin, a powerful inhibitor of hormone secretion, is the most potent LHRH agonist available.

Development and Commercialization. On May 3, 2007, the FDA approved the NDA for SUPPRELIN LA. Meetings have been held with various
European regulatory authorities to seek scientific advice regarding the strategies for filing marketing applications for SUPPRELIN LA in
Europe. Various strategies being evaluated include seeking marketing partners in territories outside of the United States.

We market SUPPRELIN LA in the U.S. through our specialty sales force primarily to pediatric endocrinologists. There are approximately 900
pediatric endocrinologists that are members of the Lawson Wilkins Pediatric Endocrine Society, however, about half of them see patients and
most are located within major teaching hospitals in major metropolitan areas in the U.S. In 2008, the market for drugs to treat CPP, reported by
IMS Health, is estimated to be approximately $100 million in the United States. If SUPPRELIN LA is approved in territories outside of the U.S.,
we intend to seek partners for commercialization and marketing.

10
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NEBIDO

General. In July 2005, we licensed the exclusive U.S. rights for NEBIDO from Bayer Schering Pharma AG, Germany ( BayerSchering ).
Currently under development as a testosterone therapy for male patients with hypogonadism, NEBIDO is an intramuscular depot injection which
was designed to provide testosterone treatment in hypogonadal men for up to three months before requiring the next injection. NEBIDO has
been approved in over 80 countries and is being marketed by BayerSchering and its partners in Europe and a number of other countries outside
of the U.S. as the first injectable product for treating hypogonadism requiring dosing only once every 10 to 14 weeks.

Hypogonadism is characterized by a deficiency in endogenous testosterone production resulting in abnormally low levels of circulating
testosterone. Testosterone deficiency is accompanied by symptoms of differing severity which include sexual dysfunction, fatigue, reduced
muscle mass and strength, depressed mood and osteoporosis.

We believe NEBIDO is highly differentiated when compared to the current testosterone therapies available today. Based on the benefits of its
dosing regimen, NEBIDO has the potential to offer an attractive treatment option to current therapies that require either more frequent injection
or daily application of topical gels and patches.

Development. The NDA for NEBIDO was submitted to the FDA by us on August 28, 2007. The NDA was accepted for review and the FDA
Prescription Drug User Fee Act ( PDUFA ) target action date was June 27, 2008.

In January 2008, we announced the final results of an additional Phase III pharmacokinetic trial for NEBIDO. The data from the trial showed
that NEBIDO met its primary endpoints, including a responder analysis based on an average testosterone concentration during the steady state
dosing interval and an outlier analysis based on the maximum testosterone concentration during the steady state closing interval. In addition, the
drug was well-tolerated.

As part of our development program we conducted a pharmacokinetic trial which enrolled 237 hypogonadal men to supplement the existing
BayerSchering clinical database. The trial was a randomized open-label (unblinded) study that included the evaluation of the pharmacokinetics
of NEBIDO dosed as either 1000 mg every 12 weeks or as 750 mg every 12 weeks, both via intramuscular injection. We announced positive
data from the trial in June 2007. Of the 97 patients in the 1000 mg arm receiving their fourth injection, 94% had a Cavg over the course of the
12-week injection period that was within the normal range, demonstrating that treatment with NEBIDO was sufficient to maintain clinically
therapeutic testosterone levels in hypogonadal men with injections given only once every 12 weeks. Further, no patients in the 1000 mg arm
exceeded a testosterone concentration of 2500 ng/dL; four of 97 (4.1%) patients had a peak level over 1800 ng/dL; and 11 of 97 (11.3%) patients
had a peak level exceeding 1500 ng/dL. Of the 102 patients in the 750 mg arm receiving their fourth injection, 86% had a Cavg within the
normal range. No patients in the 750 mg arm exceeded a testosterone level of either 2500 ng/dL or 1800 ng/dL, and only four of 102

(3.9%) patients had a peak level exceeding 1500 ng/dL. Both treatment arms demonstrated improvements from baseline in the key secondary
clinical outcome variables. Both doses of the drug were well-tolerated as indicated by the analysis of the safety measurements collected and the
persistence with study treatment. Furthermore, the spectrum of adverse events reported were comparable to other injectable hypogonadism
treatments reported in the literature. There were no significant adverse changes in laboratory parameters with NEBIDO treatment.

The existing combined database from BayerSchering and Indevus clinical development program contains over 2,500 patients, which includes
over 500 patients from Indevus US studies and over 2,000 patients from BayerShering s European studies. Some of these patients have been
treated for up to eight years in five clinical trials. These studies assessed the pharmacokinetic parameters of various dosing regimens of
NEBIDO. Approved in over 80 countries and marketed in over 60 countries, commercial use has totaled more than 700,000 doses as of March
2008.

11
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On June 4, 2008, we announced that after a discussion with the FDA that we expected the FDA to request that we provide additional safety data
prior to its approval of NEBIDO. We believed at the time that this request would result in approximately a 24-month delay in approval. We also
believed the FDA s concern related to a reaction immediately following the injection and is a known, rare complication of oil-based depot
injections. The reaction is characterized by short-term coughing episodes, urge to cough or a shortness of breath. In rare cases, the reaction has
been classified as serious or the patient experiences other symptoms such as dizziness, flushing or fainting. In addition, we believed the FDA s
safety concerns were related to spontaneous post-marketing adverse event reports from the European experience using NEBIDO 1000 mg dose.
In our U.S. clinical trials, using the 750 mg dose, which include approximately 500 patients, there was a single, non-serious, instance of this
reaction. The patient did not require medical intervention and the event resolved without issue within 10 minutes.

On June 30, 2008, we announced that we had received an approvable letter for NEBIDO from the FDA. The letter confirmed our
previously-announced indications from the FDA. The FDA expressed a concern about the relatively small number of patients who experienced
respiratory symptoms immediately following the intramuscular injection of NEBIDO 1000 mg. The FDA also indicated that four of the cases in
the European post-marketing database may have had an allergic, anaphylactoid reaction. We believe that each of the four cases were improperly
classified and represent the same oil-based reaction. The FDA requested that we address these clinical deficiencies by providing additional
safety information to determine the precise incidence of serious post-injection oil-based reactions and allergic reactions. Specifically, the FDA
has requested follow-up data from the on-going U.S. and European studies in which patients are being treated with NEBIDO on an extended
basis. A majority of these trials are scheduled to be completed within twelve months. The FDA stated that depending on the findings, the number
of subjects and the number of injections of testosterone undecanoate, the safety database may need to include data from additional clinical
studies. Additionally, the FDA has requested that we provide a plan to minimize the risks associated with the clinical use of testosterone
undecanoate intramuscular injection to reduce the incidence and/or severity of the serious oil-based reactions. Additionally, they requested
certain data to exclude an allergic component to the truc or some of its excipients.

On September 26, 2008, we announced that we had reached an agreement with the FDA regarding additional data and risk management strategy
that will lead to a re-submission of the NDA for NEBIDO in the first quarter of calendar 2009. The re-submission will include over 14,000
injections in more than 2,600 patients, all of which come from existing clinical trials conducted in the U.S. and in Europe.

The FDA also agreed on an education plan to minimize the risks associated with the clinical use of NEBIDO. This plan is intended to reduce the
incidence and/or severity of the serious oil-based reactions. Additionally, we have agreed to gather skin-testing data to characterize an allergic
component to the drug or any of its excipients in certain patients. We have also agreed to conduct a large, simple post-marketing study of the
safety of NEBIDO in approximately 10,000 patients.

Commercialization. We are conducting additional trials for marketing and if applicable, regulatory purposes. If approved, we intend to
commercialize NEBIDO in the U.S. utilizing our specialty sales force. We may expand our existing 100-person sales force for the launch of
NEBIDO, if approved.

VALSTAR

General. We obtained VALSTAR through our acquisition of Valera. VALSTAR was acquired by Valera in March 2006 from Anthra
Pharmaceuticals. VALSTAR is a sterile solution of valrubicin for intravesical instillation and is the only product approved by the FDA for
therapy of bacillus Calmette-Guerin ( BCG )-refractory carcinoma in situ ( CIS ) of the urinary bladder.

Bladder cancer incidence is nearly four times higher in men than in women and almost two times higher in Caucasians than in African
Americans. According to the American Cancer Society, approximately 69,000
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individuals will be diagnosed with bladder cancer and approximately 14,000 will die from the disease in 2008. In 2008, according to Decision
Resources, the value of the non-muscle invasive bladder cancer market in the U.S. is estimated to be approximately $115 million.

Development and Commercialization. VALSTAR was originally approved by the FDA in 1998 and was marketed in the U.S. until its
withdrawal in 2002. In 2002, VALSTAR was withdrawn from the market due to a manufacturing problem involving impurity issues in the
original formulation and was placed on the FDA Drug Shortages List. In April 2007, we submitted a supplemental New Drug Application

( sSNDA ) to the FDA seeking approval to reintroduce VALSTAR and in May 2007, we submitted a chemistry, manufacturing and controls
( CMC ) NDA supplement to the FDA.

In August 2007, we received an approvable letter from the FDA asking for clarification regarding manufacturing validation protocols and for
additional data on the manufacturing process. We submitted a response to the approvable letter in October 2007. In December 2007, we received
a non-approvable letter from the FDA for VALSTAR limited only to issues at the manufacturing facility.

We believe the VALSTAR-specific issues that caused the 2002 withdrawal of the product from the market have been satisfactorily resolved.
However, based on the 2007 non-approvable letter, deficiencies were identified with respect to our third-party manufacturing facility for
VALSTAR that require resolution prior to approval. We believe that successfully addressing the deficiencies at the manufacturing plant is the
only remaining item for product approval. Upon resolution, which we expect to occur within the first half of calendar 2009, we will respond to
the FDA and request re-inspection of the facility.

We anticipate resolving these manufacturing issues during the first half of calendar 2009. If marketing clearance is received, we intend to
commercialize VALSTAR in the U.S. utilizing our specialty sales force, and we are seeking commercialization partners in territories outside of
North America. Additionally, we are evaluating opportunities for the use of VALSTAR in other indications and potential clinical development
requirements of such opportunities.

DELATESTRYL

General. In January 2006, we acquired DELATESTRYL, a marketed injectable testosterone preparation for the treatment of hypogonadism from
Savient Pharmaceuticals, Inc., ( Savient ). DELATESTRYL provides testosterone enanthate, a derivative of the primary endogenous androgen
testosterone, for intramuscular injection. Suggested dosing of DELATESTRYL is once every 2 to 4 weeks. Dosage and duration of therapy will
depend on age, sex, diagnosis and patient s response to treatment. DELATESTRYL has been shown to reduce symptoms and prevent
consequences associated with testosterone deficiency.

Commercialization. We market DELATESTRYL in the U.S. through our specialty sales force primarily to urologists and endocrinologists.
PRO 2000

General. PRO 2000 is under development as a topical vaginal microbicide to prevent the sexual transmission of HIV and certain other sexually
transmitted infections including herpes, chlamydia and gonorrhea. Topical microbicides represent a new class of protective substances that are
designed to be applied vaginally before sexual contact. Topical microbicides have the potential to offer a female-controlled supplement or an
alternative to condoms, the only product currently known to prevent HIV transmission and to reduce the risk of infection by other STDs.

We believe that PRO 2000 (aldehyde and sulfonic acid condensation polymer) may block HIV infection and other sexually transmitted
infections by preventing their attachment and entry into susceptible cells. Laboratory studies have shown that the drug is active against HIV,
herpes simplex virus, chlamydia and the bacterium that
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causes gonorrhea. In government-sponsored tests, vaginally applied PRO 2000 was shown to be efficacious in mouse models for genital herpes
infection and gonorrhea, and in a simian model for vaginal HIV infection.

HIV infection usually leads to AIDS, a life-threatening impairment of the immune system. According to an August 2008 UNAIDS report, an
estimated 2.7 million new HIV infections were acquired in 2007. Other STDs, such as genital herpes, chlamydia and gonorrhea, can lead to
serious complications, especially in women, and can increase the risk of HIV infection. The Kaiser Family Foundation and the World Health
Organization have estimated that there are approximately 15 million new STD cases each year in the U.S. and more than 340 million worldwide.

Development and Commercialization. PRO 2000 is being studied, as the only agent, in a large, multi-national Phase III trial sponsored by the
Microbicides Development Programme ( MDP ), an international partnership to develop and test vaginal microbicides. The MDP was established
in February 2002 with funding of approximately $22,700,000 from the United Kingdom s Department for International Development. The
program is administered by the Clinical Trials Unit of the Medical Research Council ( MRC ) and Imperial College in London, and involves
researchers in the U.K., Cameroon, South Africa, Tanzania, Uganda and Zambia. This trial commenced in October 2005, and is designed to
examine the safety and efficacy of PRO 2000 in preventing HIV infection and transmission of other STDs in women. Enrollment into the trial
was completed in August 2008, with a total of 9,395 women enrolled. Results from the MRC trial should be available in late 2009. PRO 2000 is
also being studied, as one of two investigational topical microbicides, in a large, multi-national Phase II/III clinical trial sponsored by the
National Institute of Allergy and Infectious Diseases, part of the National Institutes of Health ( NIH ). The trial, which commenced in February
2005, is designed to examine the safety and effectiveness of two candidate topical microbicides, including PRO 2000, in preventing HIV
infection and transmission of other STDs in women. Approximately 3,100 women were enrolled in the study at multiple sites in Africa and the
United States. Enrollment was completed in July 2007. We expect results from the NIH-sponsored trial to be available in early 2009.

In February 2008, we were advised by the MRC that after review of data from the Phase III clinical trial of PRO 2000, our candidate vaginal
microbicide for HIV prevention, the Independent Data Monitoring Committee ( IDMC ) has recommended that the low-dose arm (0.5%) continue
to be tested for safety and effectiveness in the trial. The IDMC, a group of independent experts providing oversight to the MDP 301 trial, also
recommended the high-dose arm (2.0%) be closed as there is no more than a small chance of the high dose showing protection against HIV
infection compared to placebo gel.

Prior to the initiation of the Phase III trials in 2005, a number of pre-clinical and early clinical studies with PRO 2000 had been completed under
the sponsorship of government agencies and research organizations in the U.S., Europe, Africa and India.

We are currently considering strategic partners for future development and commercialization of PRO 2000.
OCTREOTIDE IMPLANT

General. We obtained the octreotide implant through our acquisition of Valera. Our octreotide implant is a soft, flexible 6-month hydrogel
implant based on our patented HYDRON Polymer Technology that delivers octreotide, a somatostatin analogue, to reduce growth hormone
( GH ) and insulin-like growth factor ( IGF-1 ) levels in patients with acromegaly.

Acromegaly is a chronic hormonal disorder that occurs when a pituitary tumor produces excess growth hormone. It most commonly affects
middle-aged adults, and if untreated, causes enlargement of certain bones, cartilage, muscles, organs and other tissue, leading to serious illness
and potential premature death.

Octreotide is also approved to treat the symptoms associated with metastatic carcinoid tumors and vasoactive intestinal peptide secreting
adenomas, which are gastrointestinal tumors.
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Development and Commercialization. In 2004, Valera initiated and completed a Phase I/II pharmacokinetic clinical trial with eleven patients
with acromegaly. The trial was designed to evaluate the release characteristics of the octreotide implant and to examine safety and efficacy
parameters. The endpoints achieved in the trial were the reductions in GH and IGF-1 levels in the blood in these patients. During the trial, side
effects included diarrhea, low blood sugar and implant site reactions.

In November 2007, we announced positive results from a Phase II clinical trial of the octreotide implant. The trial was an open-label study
designed to evaluate the pharmacokinetic and pharmacodynamic response of octreotide implants in patients with acromegaly. The trial evaluated
the release effectiveness of both pre-hydrated and non-hydrated octreotide implants and evaluated the suppression of growth hormones ( GH ) and
insulin-like growth factor 1 ( IGF-1 ). The trial enrolled and evaluated a total of 34 patients who had previously demonstrated a full or partial GH
and IGF-1 response to octreotide. Approximately half of the patients had a baseline growth hormone of <5 ng/mL on entry into the study
indicating that the prior octreotide injections were providing adequate control. In these patients, the octreotide implant successfully maintained

GH in 94% of patients. Approximately 60% of these implant trial patients achieved a normal age-adjusted IGF-1 concentration. The remaining
patients had entered the trial with baseline GH levels >5 ng/mL, and 59% achieved GH suppression to <5 ng/mL and 35% achieved suppression

to <2.5 ng/mL. The trial also confirmed by pharmacokinetic analysis that there was no difference in the predictable, steady release of octreotide
from either the pre-hydrated or non-hydrated octreotide implant. All patients enrolled completed the six month trial and there were no serious or
severe adverse events reported. We announced the initiation of a Phase 111 trial on September 30, 2008. Approximately 34 clinical sites in six
countries are participating in this trial. Participants in the open-label trial will be randomized in a 3:1 ratio to either the octreotide implant or
month injections of Sandosatatin® LAR® (' S-LAR ). The trial is expected to recruit approximately 140 patients in the U.S. and Europe. Patients
must be known responders, having well-maintained GH and IGF-1 levels, to somatostatin analogues. The primary efficacy endpoint of this trial

is the suppression of GH and IGF-1. If approved, we intend to commercialize the octreotide implant in the U.S. utilizing our specialty sales force
primarily to endocrinologists and medical oncologists. We are seeking partners for commercialization in territories outside the United States.

URETERAL STENT

General. We obtained our biodegradable ureteral stent technology through our acquisition of Valera. Ureteral stents are plastic tubes inserted
into the ureter to allow urine to drain from the kidney to the bladder when the flow of urine may be obstructed due to a number of conditions,
including kidney stones and inflammation. Current available ureteral stents require physician intervention for removal from the body. A
biodegradable ureteral stent could be naturally voided by the body, a potentially important advantage over existing stents.

Development. In November 2006, Valera announced that it completed proof-of-concept studies on a flexible, biodegradable polymer-based
ureteral stent. Beginning in February 2007, we conducted studies in several animal models to establish safety and effectiveness in order to
support the submission of a 510K device application for this product candidate. Upon consideration of the results of these studies, as well as
several other factors, including clinical benefit, market size, and cost-benefit analysis, we have concluded that further development of this stent
is not warranted at this time.
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OUR NON-CORE PRODUCTS AND PRODUCT CANDIDATES

In addition to the products and product candidates in our core focus area, we have products and product candidates that address certain other
specialty medical areas.

The following table summarizes the status of our other products:

Commercial Rights? /

Product Name Indication/Use Status! Licensee

Pagoclone Stuttering Phase IIb Worldwide / Teva
HYDRON Polymer Technology Multiple indications Pre-clinical Worldwide
Bucindolol Congestive heart failure NDA filed  Worldwide

ALKS 27 Chronic Obstructive Pulmonary Disease Phase II Worldwide?
Aminocandin Systemic fungal infections Phase I Worldwide / Novexel

1
2
3

See Government Regulation.

See Agreements.

Jointly being developed with Alkermes, Inc.
Pagoclone

General. Pagoclone is a novel, non-benzodiazepine, GABA-A receptor modulator and is under development as a treatment for stuttering. In
early 2005, we were granted a new method of use patent in the U.S. that covers the use of pagoclone as a therapeutic agent for stuttering.
Stuttering is a disease of uncertain etiology that affects approximately three million adults and children in the United States. The treatment for
stuttering consists mainly of behavioral modification and speech therapy. There are currently no drugs approved in the U.S. for the treatment of
stuttering.

According to the National Stuttering Association, stuttering is defined as a communication disorder involving disruptions, or disfluencies, ina
person s speech. In addition to producing disfluencies, people who stutter often experience physical tension and struggle in their speech muscles,
as well as embarrassment, anxiety, and fear about speaking.

Stuttering Development and Commercialization. In May 2006, we announced results of our Phase II trial for pagoclone in stuttering. The trial,
known as the EXPRESS study, was an eight-week, randomized, double-blind, placebo-controlled trial, with an open-label extension. There were
a total of 132 patients randomized in the study at 16 sites in the United States. Results from the trial showed that pagoclone produces a
statistically significant benefit in multiple primary and secondary endpoints compared to placebo. Additionally, pagoclone produced either
numerically superior improvements or trends for significant improvement on virtually all other primary and secondary endpoints when
compared to placebo. Pagoclone was also shown to be well-tolerated and not associated with any serious adverse events.

The primary endpoints evaluated in the double-blind phase of the study were the Frequency and Duration Subscale of the Stuttering Severity
Instrument Version 3 ( SSI-3 ), the Stuttering Severity Scale ( SEV ) and the Subjective Screening of Stuttering ( SSS ) Severity Subscore. The
secondary endpoints evaluated in the study included the Clinician Global Impression-Improvement ( CGI-1 ), the Liebowitz Social Anxiety Scale
( LSAS ) and the Speech Naturalness Scale ( SNS ). Given that this was an exploratory study, pre-specified analyses utilized 1-tailed tests of
significance.

On September 26, 2008, we announced that we had signed a development, license and commercialization agreement with Teva Pharmaceutical
Industries Ltd. ( Teva ) for the exclusive, worldwide rights to pagoclone. We will conduct and Teva will reimburse us for expenses we incur for
the Phase IIb study. Teva will conduct all development after the Phase IIb study and be responsible for commercialization if development is
successful. We
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plan to initiate the Phase IIb study in the first calendar quarter of 2009. The trial will be a six-month, randomized, double-blind,
placebo-controlled trial, with an open-label extension. There will be approximately 300 patients randomized in the study at 40 sites in the United
States. See  Agreements.

Pre-Stuttering Development. Prior to the initiation of the Phase II stuttering trial, over 1,500 patients had participated in clinical studies with
pagoclone, including three Phase II trials that demonstrated statistically significant efficacy, two in panic disorder conducted by us and one in
GAD conducted by Pfizer Inc. ( Pfizer ), then our licensee. Pfizer then conducted two Phase II GAD trials and one Phase III panic disorder trial
that did not show statistically significant efficacy. In all of the clinical trials, pagoclone was well-tolerated, with no clinically significant
differences with respect to adverse events, such as sedation and withdrawal effects as compared with placebo. As a result of the prior clinical
programs, we have an extensive database for pagoclone including toxicology, pharmacology and manufacturing packages.

HYDRON Polymer Technology

General. The HYDRON Polymer Implant is a proprietary, non-biodegradable, reservoir-based drug delivery device designed to be inserted
under a patient s skin. The technology underlying the HYDRON Polymer Implant evolved from similar technology used in soft contact lenses,
resulting in flexible material which can be adapted to deliver many types of drugs. The HYDRON Polymer Technology serves as the foundation
for two currently marketed, FDA approved products being VANTAS and SUPPRELIN LA. We will need to obtain approval for each product
we develop, including products using HYDRON Polymer Technology. Our implant is designed to allow release of drugs continuously, at even,
controlled rates for periods up to 12 months. We believe such predictable release over a period of 12 months has not been achieved by most
other drug delivery systems, including sustained release injections, biodegradable implants and transdermal devices. In addition, implants
utilizing HYDRON Polymer Technology are generally smaller, softer and more flexible than other implants.

Utilizing HYDRON Polymer Technology, we are able to manufacture implants to the exact chemical and physical specifications required by the
particular drugs to be released. By modifying the geometric characteristics (wall thickness, diameter and length) and the polymer make-up of the
implants, we can vary the release rates of a broad spectrum of drugs according to the therapeutic levels required for a particular indication. Once
filled with an active ingredient, sealed and sterilized, the implant is inserted into a patient in a minor outpatient procedure generally performed in
a physician s office. The procedure to insert the implant takes approximately 7 to 10 minutes.

Bucindolol

General. CPEC LLC, an entity jointly owned 65% by us and 35% by Aeolus Pharmaceuticals, Inc. ( Aeolus ) (formerly Incara Pharmaceuticals,
Inc.) was developing bucindolol, a nonselective beta-blocker for treatment of congestive heart failure. In October 2003, CPEC LLC licensed its
bucindolol development and marketing rights to ARCA Discovery, Inc. ( ARCA ) in exchange for potential future milestone and royalty
payments. In fiscal 2008, ARCA filed an NDA for bucindolol with the FDA. See Agreements.

ALKS 27

General. In January 2007, we announced our joint collaboration with Alkermes for the development of ALKS 27, an inhaled formulation of
trospium chloride for the treatment of COPD using Alkermes proprietary AIR pulmonary delivery system. Trospium chloride is a muscarinic
receptor antagonist that relaxes smooth muscle tissue and has the potential to improve airflow in patients with COPD. The formulation under
development for ALKS 27 is specifically designed for inhalation utilizing Alkermes proprietary AIR pulmonary delivery system. Pursuant to the
collaboration agreement, we and Alkermes share equally in all costs of the development and commercialization of ALKS 27 on a worldwide
basis.
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COPD is characterized by airflow obstruction and loss of expiratory force and comprises mostly smoking-related diseases such as emphysema
and chronic bronchitis. COPD is the fourth largest cause of death in the U.S. and is projected to be the third leading cause of death for both
males and females by 2020. It is estimated that over 12 million adults in the U.S. have been diagnosed with COPD and there is no known cure at
the present time. The total U.S. market for COPD product sales is over $3 billion and worldwide sales are over $6 billion.

Development. In January 2007, we announced results of our Phase I trial for ALKS 27 in healthy volunteers. The Phase I randomized,
double-blind, placebo-controlled study was designed to assess the safety, tolerability, and pharmacokinetics of ALKS 27 in 20 healthy,
non-smoking adults. Subjects were given single escalating inhaled administrations of ALKS 27 at dose levels ranging from 50 mcg to 800 mcg.
The study results showed that ALKS 27 was well tolerated over a wide dose range, with no dose-limiting effects observed. Evaluation of the
pharmacokinetic data indicated that exposure was dose-related.

In September 2007, we announced results of our Phase Ila trial for ALKS 27 in COPD. The Phase Ila randomized, double-blind,

placebo-controlled crossover study was designed to assess the safety, tolerability, pharmacokinetics and efficacy of ALKS 27 in 24 patients with
moderate to severe COPD. During the study, patients received a single administration of two different dose levels of ALKS 27 and placebo, with
each dose separated by a wash out period. The primary objective of the study was to assess the effect of ALKS 27 as measured by the area under
the curve ( AUC ) of FEV1 over a 24-hour time period. FEV1 is an important clinical measure of lung function defined as the amount (volume) of
air expelled during the initial second of forced exhalation. In the study, patients treated with a single dose of ALKS 27 showed a statistically
significant improvement in lung function (p<0.0001) compared to placebo. The onset of action of ALKS 27 was rapid and observed as early as

15 minutes post-treatment. ALKS 27 was well tolerated, and all 24 enrolled patients completed the study. No treatment-related adverse events

were reported in this study.

In April 2008, we received from Alkermes, Inc. a letter purporting to terminate the Feasibility Agreement dated as of February 4, 2005, between
us and Alkermes. We and Alkermes have been engaged in discussions with several third parties relating to the further development and
commercialization of this product and with each other to provide for further development by us and Alkermes. We dispute Alkermes position
that this agreement has terminated and intend to pursue vigorously our rights and remedies under this agreement and applicable law. We own or
have an exclusive license to various know-how, and own the IND, relating to the product that has been under development by us and Alkermes.
We also have certain rights to joint intellectual property.

Alkermes has agreed to submit to the dispute resolution procedures set forth in the Feasibility Agreement to reach a resolution of these
contractual issues.

Aminocandin

General. In December 2006, we licensed the know-how to aminocandin to Novexel. Aminocandin is a member of a new class of anti-fungal
compounds, known as echinocandins, in development for the treatment of a broad spectrum of systemic, invasive fungal infections.
Echinocandins function by inhibiting a key component of the cell wall of fungi, and lack cross-resistance with older antifungal agents.
Echinocandins are the first new class of anti-fungal agents to be developed and introduced in approximately 30 years. They are designed to be
fungicidal, that is, to destroy fungi rather than simply to inhibit their growth, and to have broad-spectrum activity against multiple fungi that
cause serious systemic infections. Examples of such infections include aspergillosis, blastomycosis, candidiasis, coccidioidomycosis,
cryptococcosis and zycomycosis.

Aminocandin has shown in vitro and in vivo activity against a number of candida and aspergillus fungal species. The worldwide market for
anti-fungal agents that target invasive fungal infections is currently estimated at $4.1 billion.

Development. We conducted two Phase I trials for aminocandin prior to licensing the compound to Novexel. Novexel is responsible for all
future development and commercialization of aminocandin. See Agreements.
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AGREEMENTS
SANCTURA and SANCTURA XR
Allergan and Esprit

In September 2007, we entered into an Amended and Restated License, Commercialization and Supply Agreement with Esprit, which re-defined
the obligations of each party and superseded all previous agreements, (the Allergan Agreement ). On October 16, 2007, the effective date of the
Allergan Agreement, Allergan also acquired Esprit resulting in Esprit being a wholly-owned subsidiary of Allergan. Upon effectiveness of the
Allergan Agreement, we received an up-front license fee, partially creditable by Allergan against future payments to us, of $25,000,000, and
$8,000,000 as payment of the supply price for future deliveries of SANCTURA XR, subject to purchase orders issued by Allergan. The Allergan
Agreement also grants us the right to receive a fixed percentage of net sales for the term of this Agreement, subject to increasing annual
minimum royalties aggregating up to approximately $123,000,000 for the first seven years of this Agreement, provided there is no product
adverse event, as defined in the Allergan Agreement. Commencing January 1, 2010, or earlier in the case of generic competition, Allergan has
the right to reduce, subject to quarterly and annual restrictions, royalty payments by $20,000,000. In addition, we received approximately
$9,000,000 in annual sales force subsidy in fiscal year 2008 and extended our copromotion through December 31, 2008 and subsequently have
extended our copromotion to March 31, 2009 at an annual rate of approximately $9,000,000. We may also receive a payment of $20,000,000
related to a long-term commercialization milestone related to generic competition. Lastly, all third-party royalties paid by us as a result of
existing licensing, manufacturing and supply agreements associated with sales of SANCTURA and SANCTURA XR as of October 16, 2007

will be reimbursed to us by Allergan. Pursuant to the Allergan Agreement, on August 13, 2008, Allergan assumed responsibility to manufacture
SANCTURA XR for its use (the Processing Assumption Date ) and we assigned to Allergan certain agreements and purchase orders relating to
the manufacture SANCTURA XR. We manufactured and supplied SANCTURA XR to Allergan at our cost through the Processing Assumption
Date and will manufacture and supply SANCTURA through September 30, 2012. The Allergan Agreement expires on the later of the twelfth
annual anniversary of the launch of SANCTURA XR or the last to expire patent covering SANCTURA XR in the United States. Either party
may also terminate the Allergan Agreement under certain customary conditions of breach.

In August 2008, we assigned our rights to receive a fixed percentage of net sales and $20,000,000 related to a long-term commercialization
milestone related to generic competition to investors pursuant to our private placement of the Non-recourse Notes. See Part II, Item

7 Management s Discussion and Analysis of Financial Condition and Results of Operations, Liquidity and Capital Resources Cash, Cash
Equivalents and Marketable Securities for additional details regarding the Non-recourse Notes.

The Allergan Agreement superseded all previous agreements with Esprit or its predecessors pertaining to SANCTURA and SANCTURA XR. In
April 2004, we entered into a license, commercialization and supply agreement with PLIVA d.d. ( PLIVA ), through its specialty-branded
subsidiary, Odyssey, for the U.S. commercialization of SANCTURA for OAB (the SANCTURA Agreement ). In May 2005, we, PLIVA and
Esprit entered into an Amendment and Consent Agreement (the Amendment and Consent Agreement ), which became effective as of July 1,
2005, pursuant to which we amended certain provisions of the SANCTURA Agreement and consented to the acquisition by Esprit of the rights
to market SANCTURA in the U.S. from PLIVA and the assumption by Esprit of PLIVA s obligations under the SANCTURA Agreement.
Collectively through September 30, 2008 and pursuant to all agreements between us and PLIVA, Esprit and Allergan, we have received
approximately $364,000,000 in the form of up front and milestone payments, royalties, sales force reimbursements and payments for product
shipped to our marketing partners at our cost to manufacture.

Except if the context indicates otherwise, all references in this Form 10-K to the SANCTURA Agreement shall mean the SANCTURA
Agreement, as amended by the Amendment and Consent.
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Madaus

In November 1999, we entered into an agreement with Madaus under which we licensed exclusive rights under Madaus patents and know-how
to develop and market certain products, including SANCTURA in the United States. In exchange for these rights, we agreed to pay Madaus
potential regulatory and sales milestone payments and royalties on net sales of the licensed products or, if sublicensed by us, a portion of
royalties received by us from our sublicensee on net sales of the licensed product by the sublicensee, in lieu of royalty payments. We are
responsible for all clinical development and regulatory activities and costs related to licensed products in the United States. The agreement
expires on the tenth annual anniversary of the launch of SANCTURA XR provided either party may also terminate this agreement under certain
customary conditions of breach. The term of the agreement continues for ten years from the first commercial sale of each licensed product, after
which the license is fully paid for that licensed product. In December 2002, we entered into a manufacturing agreement with Madaus under
which Madaus produces and sells to us commercial quantities of SANCTURA in bulk form.

In November 2006, we entered into (i) a License and Supply Agreement and (ii) an amendment to our original license agreement with Madaus
(collectively, the Madaus Agreements ). Under the Madaus Agreements, we agreed to (a) purchase from Madaus all required trospium active
pharmaceutical ingredient for production of SANCTURA XR through November 2007, (b) license Madaus the rights to sell SANCTURA XR in
all countries outside of the U.S. (the Madaus Territory ) except Canada, Japan, Korea and China (the Joint Territory ), (c) pay to Madaus a fee
based on the number of capsules of SANCTURA XR sold by us in the U.S. through the earlier of August 23, 2014 or upon generic formulations
achieving a predetermined market share, (d) supply SANCTURA XR to Madaus for a specified period of time, (e) provide development
committee support for a defined period, and (f) provide future know-how to Madaus. In exchange, Madaus (a) waived all rights to manufacture
SANCTURA XR, (b) will purchase SANCTURA XR from us at cost plus a fee based on the number of SANCTURA XR capsules sold in the
Madaus Territory, and (c) will make payments upon the achievement of certain commercial milestones and royalties based on future sales of
SANCTURA XR in the Madaus Territory. Certain of the milestone and royalty payments we will receive represent royalty and milestone
payments due to Supernus from Indevus under the Supernus Agreement. We and Madaus will share the economics of development and
commercialization in the countries in the Joint Territory. If either party decides not to pursue development and commercialization of
SANCTURA XR in any country in the Joint Territory, the other party has the right to develop and commercialize SANCTURA XR in that
country. Madaus is also due a portion of royalties we receive for SANCTURA and SANCTURA XR subject to a minimum of 4% of net sales,
which is offsetable by any third party royalties owed by us. There is $1,200,000 of potential additional milestone payments due to us, from
Madaus, pursuant to these agreements. As of September 30, 2008 we have received $700,000 from Madaus under the Madaus Agreement for
SANCTURA XR. The term of the Madaus Agreement for SANCTURA XR extends until the expiration, on a country-by-country basis, of all
royalty obligations to us from Madaus which ceases upon the last to expire applicable patent in the Madaus territory. Either party may also
terminate this agreement under certain customary conditions of breach. Through September 30, 2008, we have paid Madaus approximately
$33,400,000 pursuant to these agreements. There are no other milestones due pursuant to all Madaus Agreements.

In May 2008, together with Madaus, we also licensed to Allergan the exclusive right to develop, manufacture, and commercialize SANCTURA
XR in Canada. In exchange, the Company received an upfront payment of $7,000,000 and could receive milestone payments totaling $2,000,000
upon achievement of certain sales thresholds. In addition, third-party royalties owed by us on net sales in Canada will be reimbursed by
Allergan. This agreement will expire after the later of the expiration of the last applicable patent or our third party royalty obligation, after which
Allergan will have a fully-paid license. The $7,000,000 payment represents the aggregate amounts paid to us pursuant to this Agreement through
September 30, 2008. Additionally, either party may terminate this agreement under certain customary conditions of breach.
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Supernus

In March 2003, we signed a development and license agreement with Supernus under which Supernus developed SANCTURA XR and granted
us exclusive, worldwide rights under Supernus-related patents and know-how. The agreement includes payments from us to Supernus, including
royalties based on sales of SANCTURA XR as well as potential future development and commercialization milestone payments for up to an
aggregate of $2,400,000 pertaining to the launch of SANCTURA XR in certain geographic areas. In addition, the agreement includes potential
future development and commercialization milestone payments for up to an aggregate of $4,500,000 pertaining to the launch of new
formulations and over-the-counter products. We are responsible for all development costs and the commercialization of SANCTURA XR under
this agreement. This agreement continues until the earlier of, in any particular country, (i) the last date on which the manufacture, use or sale of
licensed product in such country would infringe a valid claim of a licensed patent in such country but for the license granted by the agreement;
or (ii) 12 years from the date of first commercial sale of licensed product in such country. Either party may also terminate this agreement under
certain customary conditions of breach or by mutual consent. As of September 30, 2008 we have paid approximately $5,600,000 to Supernus
pursuant to the agreement.

Helsinn Chemicals SA and Helsinn Advanced Synthesis SA

In November 2006, we entered into the API Supply Agreement with Helsinn Chemicals SA and Helsinn Advanced Synthesis SA ( Helsinn ) (the
Helsinn Agreement ) whereby Helsinn agreed to supply trospium active pharmaceutical ingredient to us. Trospium active pharmaceutical

ingredient is used in the production of SANCTURA XR and ALKS 27. The term of the Helsinn Agreement is seven years and contained certain

minimum purchase requirements which would cease after we purchased a certain aggregate quantity. As of September 30, 2008, we have paid

approximately $1,900,000 to Helsinn pursuant to this agreement. This minimum purchase requirement has been transferred to Allergan pursuant

to the Processing Assumption Date. Either party may also terminate the Helsinn Agreement under certain customary conditions of breach, and

we may terminate the agreement if regulatory actions prohibit or materially restrict the manufacture, sale or use if the product in the United

States. While retaining rights under this agreement, we also assigned certain rights and obligations under this agreement to Allergan, including

the minimum purchase requirements, pursuant to the Processing Assumption Date.

Catalent Pharma Solutions, Inc.

In September 2007, we entered into a Manufacturing and Supply Agreement with Catalent Pharma Solutions, Inc. (now Catalent Pharma
Solutions, LLC), ( Catalent ), to manufacture SANCTURA XR bulk capsules and to package them in bottles for sale and blister packages to be
used as samples in the United States. In August 2008, pursuant to the Processing Assumption Date, Allergan entered into a separate agreement
to manufacture and package SANCTURA XR, and we entered into a new agreement to manufacture SANCTURA XR bulk capsules. Our
agreement with Catalent terminates in September 2012, subject to earlier termination by either party under certain customary conditions of
breach. We may terminate this agreement at any time if regulatory actions prohibit or materially restrict the manufacture, sale or use of the
product in the United States. We supply to Catalent the active pharmaceutical ingredient used to manufacture the SANCTURA XR capsules sold
to Madaus.

VANTAS and SUPPRELIN LA
The Population Council

We market our products utilizing the HYDRON Polymer Technology pursuant to our agreement with the Population Council. Subject to earlier
termination by either party under certain customary conditions of breach, the term of the agreement is the shorter of twenty-five years from
October 1997 or until the date on which The Population Council receives approximately $40,000,000 in payments from us. We are required to
pay to The Population Council 3% of our net sales of VANTAS and any polymer implant containing an LHRH analog. The Population Council
is also entitled to receive royalties ranging from 0.5% of net sales to 4% of net sales under
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certain conditions. The Population Council is entitled to 30% of certain profits and payments in certain territories received by us from the
licensing of VANTAS or any other polymer implant containing an LHRH analog and 5% for other implants.

Shire Pharmaceuticals Group plc

Until April 2008, we had been marketing VANTAS pursuant to a license agreement and a related manufacturing and supply agreement with

Shire plc ( Shire ). Royalties were payable to Shire for ten years from the date of the first commercial sale of VANTAS in November of 2004 and
we were paying Shire approximately 2% of net sales of VANTAS. In April 2008, the Company entered into an agreement to terminate its
manufacturing and supply agreement with Shire related to VANTAS. Under this termination agreement, Shire relinquished its right to receive
royalties on net sales of VANTAS or a percentage of royalties and other consideration received by the Company relative to a sublicense of our
VANTAS selling and marketing rights granted by Shire. In exchange, the termination agreement provided for the Company to pay Shire a total

of $5,000,000 consisting of an immediate payment of $1,000,000 and the balance of $4,000,000 in three annual installments commencing in
January 2009.

Orion Corporation

In April 2008, we entered into a License, Supply and Distribution Agreement with Orion granting them the rights to market VANTAS
throughout Europe as well as in certain other countries (the Orion Agreement ). VANTAS is currently approved for the treatment of advanced
prostate cancer in certain European countries. VANTAS is currently undergoing the mutual recognition procedure for further European
approvals. We received a $7,000,000 up-front payment and could receive certain additional contingent payments related to approvals and sales
thresholds aggregating up to $14,000,000. The $7,000,000 payment represents the aggregate amounts paid to us pursuant to this Agreement
through September 30, 2008. Additionally, we have agreed to supply VANTAS to Orion at a pre-determined transfer price subject to annual
minimum purchase requirements beginning in 2009. The agreement expires in April 2023, subject to earlier termination by either party under
certain customary conditions of breach. The Orion Agreement will automatically renew for one-year periods at a time, subject to the right of
either party to terminate the agreement at any time effective at the end of the initial 15-year term or any subsequent one-year renewal period
thereafter with at least six months prior written notice to the other party.

DELATESTRYL
Savient

In January 2006, we acquired DELATESTRYL, an injectable testosterone therapy for the treatment of hypogonadism, from Savient. Under the
terms of the acquisition, we are obligated to pay royalties to Savient for three years from January 2006 based upon the cumulative net sales of
DELATESTRYL. Through