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operating income

A-03

2 1%
operating margin l ).1

$ ~
3185 million

Activision
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delivering growth

free cash flow

$1 4 billion

net revenues

45%

- | return on invested capital
154, -

$2¢OO million

61

net earnings
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ADOLOR CORPORATION

woeninonn Ad0LOT'S Strategy
is the intem £ O d evelo P and market vaivabie
pharmaceutical products m e

the significant and prevalent pain management challenges

faced by physicians and patients each day.
Adolor has created a culture and developed an

organization that is effectively implementing this
strategy. Adolor employees work collectively in
cross{unctional teams with a drive to generate and
"We live in a web of ideas, a fabric of our own making.” execute imovative ideas. A clear vision of drug
development and a creative outlook give the
company the edge to discover, invent and inficense.
products that address substantial needs.

- Joseph Chiton Pearce. Author

Over the course of ts 11-year history, Adolor has
demonstrated the instinct to advance promising
product candidates such as Entereg’ avmopan).
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Poised to Fully Maximize Our Potential Developing Much Needed Pain Management Products A Year of Continuity and Purpose
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ADOLOR CORPORATION

Adolor's R&D programs are essential flaments of the
company's future product offerings. Our research
teams focus on opioid and non-opioid pain targets, to
discover and develop products to real pain more
effectively and with fewes adverse effects and (o
‘manage the detrimental effects often caused by
today's opioid pain products

The result of our efforts to date is manifested
in a number of projects in various stages of
clinical development. Ou lead product candidate,
Entereg (ahvimopan). has potential in rmultple
indications where the use of opioid analgesics
produces untoward gastrointestinal (G side effects.
These GI side effects manifest themselves in different
ways in different conditions. for imstance, many
patients who undergo open abdominal surgery
experience temporary bowel impairment, known as
postoperative ileus (PO), which may be exacerbated
and prolonged by mulple factors including the use of
opioids. When opioid analgesics are used chronically
for the treatment of pain, they can produce chronic
Gl side effects. Among these symploms are
constipation, abdominal cramping and gastro-
esophageal reflux. Adolor is collaborating

Engaging the Right People
‘The fabric of Adolor is comprised of its people.
During 2005 we strengthened our management team
with the addition of key personnel in the R&D,
corporate and manufacturing teams. Joining the
company in 2005 were Richard Woodward, Ph.D.

Vice President, Discovery, Randall Mack, Vice
President, Project Management, Thomas Hess, CPA,
Vice President, Finance and Chief Financial Officer,
and Kevin Taylor, Vice President, Business
Development. In addition, George Maurer was.
promoted to Vice President, Commercial

with GlaxoSmithKiine (GSK) on the development
and commercialization of Entereg in these and
potentially other conditions.

The most advanced of these is the management of
POL In July of 2005, Adolor received an “approvable:
letter” from the U.5. Food and Drug Administration
{FDA) in response to the new drug appication (NDA)
submitted in 2004. The FDA requested additional
clinical data before finally deciding the status of the
appication. As part of a complete response (0 the
FDA, Adolor is compiling the resuls of Study
14CL314, a Phase 3 dlinical wial in PO, for which we
announced posiive, topline resuls in February 2006.

As part of the comprehensive development of Frtereg,
GSK is conducting a program of pvotal clinical studies
evaluating Entereg n patients taking opioid analgesics
for persistent pain condiions who have developed
opioidinduced bowel dysfunction (OBD). Early in 2005
GSK announced inial, positive topiine resuts from a
Phase 2b dinical trial evalualing Entereg for the
wreatment of OBD and later in the year, the iniiation of
an intermational Phase 3 cinical program

Adolor also recruited a talented sales and
‘marketing team vith the appointment of Roger
Graham as Senior Vice President, Sales and
Marketing and Joseph Schiiz as Vice President

Sales. We aiso hired a field sales organization to
satisfy our obligations under the agreement with GSK
for the copromotion of its antithrombotic agent.
Avixtra*, and to coordinate our efforts and prepare for
the launch of Fntereg.

In 2006, Adolor intends to begin the development
of an alvimopan/opioid combination product. The
idea behind this product is 10 provide the pai relief of
a well characterized and highly prescribed opioid
analgesic, while reducing untoward Gl side effects
As we proceed with the development of the product,
we look forward to communicating more about our
plans throughout the year.

Outside of the alvimopan family of products, we are
developing a sterile lidocaine paich that is in clinical
development for postsurgical incisional pain. This
product was licensed from EpiCept in 2003, After
overcoming significant manufacturing design
challenges, we initiated Study 29CL227 in the third
quarter of 2005. A Phase 2 cinical trial principaly
designed 10 evaluate the systemic absorption of
Kdocaine, Study 29CL227 should be completed in
the first half of 2006. This represents a first, but
important step, in a planned substantal development
program for the product

As we ended 2005, we announced the fing of an
investigational new drug (IND) application with the:
FDA for ADL5859, a novel oral compound that

o

targets the Delta opioid receptor for the management
of pain. Delta receptor agonists are thought 1o offer
benefits over other analgesics in the management of
pain in certain indications, including inflammatory pain
and morphine resistant pain. Following the submission,
the FDA requested addtional precinical safety data
and further clarification of the intended Phase 1
protocol. We expect to complete the tests needed 0
support the FDA's requests and subimit the data with
 view to commencing Phase 1 testing in the third
quarter of 2006

In addition to the development programs
outlined above, we have a number of discovery
research programs focused on the identification of
novel compounds with the potential for broad
beneficial therapeutic effects of opioids but with
fewer side effects. Each of these programs reflects
the company’s strategy to have a productive internal
research effort as well as an active effort 10 in
icense and develop product candidates based on
the discoveries of others.

'

Rooted in an Innovative Process

The more than 180 employees who comprise the
company work cohesively 1o assemble the pieces of
the product puzzie. Teams comprised of members
with expertise in multiple discipiines evaluate cinical

need, and integrate their considerable scientific insight

with an evaiuation of the drug candidate’s commercial
viabilty. This integrated vision manages risk and
endeavors to faciltate the invention of a cliically
meaningful drug

ADOLOR CORPORATION

Fellow Stockhoiders:

No company that has made a successful

wansition from the development stage through to
commercialization of a new drug of any consequence
has enjoyed a straightiine trajectory along the way.
Adolor is no exception. Following an NDA submission
in June of 2004 comprising the results of three pivotal
studies that evaluated the drug in some 2000 patients,
2005 saw the company recenve  response from the
FDA for the first indication for Entereg - management
of postoperative ileus. The response was what is
commonly called an “approvable letter.” Neither an
approval nor a demval of approval, the letter was a
request by the Agency for additional information
regarding the drug, including a requirement that
Adolor pesform an additional clinical trial. This setback
has caused a delay of approximately 18 months in the
commerciallaunch of the product and reflects a
fakre to meet our primary objective for the year 2005

Fortunately, at the time we received the FDA response.
the company had begun to evaluate Entereg in what
was intended to be a postapproval study 10 assess
the timing of administration of the product. n an
informational meeting with the FDA, we were able 10
confirm that the ongoing study could satisfy its request
for additional information. Following the meeting,
we redoubled our efforts to complete the study
expeditiously to minimize further delay in
commercial launch. i late Novernber of 2005,
we completed enrolment of the clinical
study and in February we evaluated
and disclosed the results

By all measures, we believe the study was a great
success and provides a sound basis for our response
10 the Agency's request

We have been planning o formally respond to the
FDAS request by June of 2006 and, based on our
current progress, we are well positioned (0 achieve
this goal. I the Agency decides that our submission
satisfies s request. we would expect 1o receive ts
assent to market Entereg in the U.S. by the end of this
year. In anticipation of a positive cutcome, we are
planning our commercial launch efforts around this
umeine. The temporal setback suffered in the
reguiatory process and subsequent success of the
addtional study ilustrates the dificulties that can be
encountered in drug development and the need to be.
resikient and to persevere in the face of inital
disappointment

While the regulatory process for Entereg provided
the headiines in 2005, there was a substantial effort
underway to advance Entereg in other indications and
1o further the company’s pipeline of other potential
products. In September, GSK. our partner for the
development of Entereg initiated a large-scale program
of pivotal clinical studies intended Lo confirm the
efficacy of the product in opioidnduced bowel
dysfunction, or OBD. OBD is a condibon that s suffered
by those who require opioid analgesics, such as
oxycodone, for the relief of persistent pain

Persistent pain can be the result of many underiyng
diseases and conditions, including inflammatory
diseases. cancer and osteoarthitis. An exploratory
study conducted by GSK 10 evaluate Entereg for the
treatment of OBD in non-cancer pain conditions, the
results of which were avaable i the spring of 2005,
demonstrated a marked improvement for the patients
and provided the basis for pivotal clinical studes. These

Manufacturing The more than 180 employees who

comprise the company work cohesively to

20 engthel
Daring 2005 e Stregthienco;cur assemble the pieces of the product puzzle.
management team and recruited a

talented sales and marketing team
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-> PASSION FOR SPORT

adidas Sport Heritage ///

PASSION FOR SPORT

- DETERMINATION AND EMOTION ARE EVIDENT

IN THE FACE OF EVERY ATHLETE. LESS 0BVIOUS

IS THE RELENTLESS DEDICATION TO- BECOMING
FASTER, STRONGER, BETTER. BUT THAT DEDICATION
IS A KEY COMPONENT OF PASSION. PASSION
DRIVES OUR ATHLETES TO EXCEL. AND IT

IS PASSION THAT DRIVES US TO CONTINUALLY
DEVELOP AND IMPROVE PRODUCTS TO HELP
ATHLETES PERFORM BETTER.

DEVELOPING PRODUCTS FOR CONSUMERS

—> WE UNDERSTAND AND ARE CONTINUOUSLY
RESPONDING TO THE FACT THAT WE SERVE
DIFFERENT CONSUMER GROUPS WHO BUY OUR
PRODUCTS FOR VARYING REASONS. FOR SOME, IT'S
ABOUT ACHIEVING SPORTING EXCELLENCE. FOR
OTHERS, IT'S ABOUT A WAY OF LIFE. FOR STILL
OTHERS, IT'S PURELY AND SIMPLY A FASHION
STATEMENT. IN FACT, WE HAVE IDENTIFIED AND
ARE WORKING TO SATISFY FIVE DISTINCT GROUPS
OF CONSUMERS. WE BELIEVE THAT EACH OF

THESE GROUPS HAS DIFFERENT PRODUCT NEEDS,
BUYING PATTERNS, MARKETING DEMANDS AND

IN PARTICULAR A DIFFERENT PASSION THEY
BRING WITH THEM TO SPORT.




adidas Sport Performance /// runnine FasTe

THAT WE ARE CONTINUOUSLY SEEKING TO MAXIMIZE ATHLETIC PERFORMANCE IN EVERY ARE

DEDICATED TO PROVIDING ATHLETES WITH THE PRODUCTS
EXPERIENCE HAS GIVEN US A TRUE UNDERSTANDING OF WHA

AND OCCASIONAL ATHLETES WHO BUY BECAUSE THEY ARE DIRE

o
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adidas-Salomon AG

WORLD OF SPORTS /// ADI-DASSLER-STRASSE 1
91074 HERZOGENAURACH /// GERMANY

TEL: +49{019132 84-0 /// FAX: +491019132 84-2241
www.adidas-Salomon.com
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Team leader, motivator,
inspirator,
Sometimes [m the bottom

Brand Strategu

Letter to the Shareholders ///
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