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The purpose of our 2005 Annual Meeting is to elect three directors for a three-year
term beginning at the Annual Meeting and to consider and act upon a proposed
amendment to the 2003 Long-Term Incentive Plan (the “Plan”) to increase the number
of shares issuable under the Plan by 4,500,000 shares. The Board of Directors
recommends that you vote FOR each of the director nominees and FOR the amendment
of the Plan.

You can vote at the Annual Meeting in person or by proxy if you were a
shareholder of record on September 2, 2005,

It is important that your shares are represented at the Annual Meeting regardless of
whether you plan to attend. To be certain that your shares are represented, you should
promptly sign, date and return the enclosed proxy card or proxy voting instruction form
or vote by telephone or Internet following the instructions on the proxy card. Whatever
method you choose, please vote as soon as possible. You may revoke your proxy at any
time prior to the Annual Meeting.

Our 2005 Annual Report to Shareholders is enclosed.

Sincerely,

Todd W, Kingma
Secretary

September 28, 2005
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Questions and Answers
Shareholders of publicly held companies often ask the following questions. We trust
that the answers will assist you in casting your vote.
What am I voting on?
We are soliciting your vote o

1. the election of three directors for a three-year term beginning at the Annual
Meeting, and

2 the amendment of our 2003 Long-Term Incentive Plan to increase the
number of shares issuable under the Plan by 4,500,000 shares.
Who may vote?

Shareholders of record at the close of business on September 2, 2005, the record
date, may vote. On that date, there were 93,500,156 shares of Perrigo common stock
outstanding.

How many votes do I have?

Fach share of Perrigo common stock that you own entitles you to one vote.

How do I vote?

If you own shares that are traded through Nasdag, you may generally vote your
shares in any of the following four ways:

1. By mail: complete, sign and date the proxy card or voting
instruction form and return it in the enclosed
envelope.

2. By telephone: call the toll-free number on the proxy card, enter

the control number on the proxy card and follow
the recorded instructions.

3. By Internet: go to the website listed on the proxy card, enter
the control number on the proxy card and follow
the instructions provided.

4. In person: attend the Annual Meeting, where ballots will be
provided.

You may also vote by telephone or over the Internet if you hold your shares
through a bank or broker that offers either of those options. If you choose to vote in
person at the Annual Meeting and your shares are held in the name of your broker, bank
or other nominee, you need to bring an account statement or letter from the nominee
indicating that you were the beneficial owner of the shares on September 2, 2005, the
record date for voting.




If you own shares that are traded through the Tel-Aviv Stock Exchange (the
“TASE”), you may only vote your shares in one of the following two ways:

1. By mail: complete, sign and date the proxy card or voting
instruction form and attach to it an ownership certificate
from the Tel Aviv Stock Exchange Clearing House Ltd.
(the “TASE’s Clearing House”) member through which
your shares are registered (i.e., your broker, bank or other
nominee) indicating that you were the beneficial owner of
the shares on September 2, 2003, the record date for
voting, and return the proxy card or voting instruction
form, along with the ownership certificate, to our
designated address for that purpose in Israel, P.O. Box
20021, Tel Aviv, Israel 61200. If the TASE member
holding your shares is not a TASE’s Clearing House
member, please make sure to include an ownership
certificate from the TASE’s Clearing House member in
which name your shares are registered.

2, In person:  attend the Annual Meeting, where ballots will be
provided. If you choose to vote in person at the Annual
Meeting, you need to bring an ownership certificate from
the TASE’s Clearing House member through which your
shares are registered (i.e., your broker, bank or other
nominee) indicating that you were the beneficial owner of
the shares on September 2, 2005, the record date for
voting. If the TASE member holding your shares is not a
TASE’s Clearing House member, please make sure to
include an ownership certificate from the TASE’s Clearing
House member in which name your shares are registered.

How does discretionary voting auathority apply?

If you sign, date and return your proxy card or vote by telephone or Internet, your
vote will be cast as you direct. If you do not indicate how you want to vote, you give
authority to Douglas R. Schrank and Todd W. Kingma to vote for the items discussed in
these proxy materials and on any other matter that is properly raised at the Annual
Meeting. In that event, your proxy will be voted FOR the election of each director
nominee, FOR the amendment of the 2003 Long-Term Incentive Plan, and FOR or
AGAINST any other properly raised matters at the discretion of Messrs. Schrank and
Kingma,




May I revoke my proxy?

If your shares are traded through the Nasdag, you may revoke your proxy at any
time before it is exercised in one of four ways:

1. Notify our Secretary in writing before the Annual Mecting that you are
revoking your proxy (your notice should be sent to our address on the cover
of this proxy statement);

2. Submit another proxy with a later date;
3, Vote by telephone or Internet after you have given your proxy; or
4. Vote in person at the Annual Meeting.

If your shares are traded through the TASE, you may only revoke your proxy by
using one of the following three methods:

1. Notify our Secretary in writing before the Annual Meeting that you are
revoking your vote (your notice should be sent to our designated address for
that purpose in Isracl, P.O. Box 20021, Tel Aviv Israel 61200);

2. Submit another proxy with a later date; or

3. Vote in person at the Annual Meeting.

What does it mean if I receive more than one proxy card?

Your shares are likely registered differently or are in more than one account. You
should sign and return all proxy cards to guaraniee that ail of your shares are voted.

What constitutes a quorum?

The presence, in person or by proxy, of the holders of a majority of Perrigo shares
entitled to vote at the Annual Meeting constitutes a quorum. You will be considered part
of the quorum if you return a signed and dated proxy card, if you vote by telephone or
Internet, or if you attend the Annual Meeting.

Abstentions and broker non-votes are counted as “shares present” at the Annual
Meeting for purposes of determining whether a quorum exists. A broker non-vote occurs
when a broker submits a proxy that does not indicate a vote for a proposal because he or
she does not have voting authority and has not received voting instructions from you.

What vote is required to elect the director nominees and to approve the amendment
to the 2003 Long-Term Incentive Plan?

Election of Directors: A plurality of the votes cast will elect directors. This means
that the three nominees who receive the highest number of votes will be elected. If you
do not want to vote your shares for a particular nominee, you may indicate that by
following the instructions on the proxy card, by withholding authority as prompted during
telephone or Internet voting or when you vote in person at the meeting. Abstentions and
broker non-votes will have no effect on the election of the directors.
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Amendment of 2003 Long-Term Incentive Plan: Approval of the amendment to
the 2003 Long-Term Incentive Plan requires the affirmative vote of a majority of the
votes cast by the holders of shares entitled to vote on the proposal. Abstentions will not
be treated as votes cast in determining approval of the amendment and, therefore, will
not have the effect of a vote for or against the proposal. In addition, uninstructed shares
may not be voted on this matter, and therefore, a broker non-vote also will have no
effect.

How do I submit a sharcholder proposal for next year’s Annual Meeting?

You must submit a proposal to be included in our proxy statement for the 2006
Annual Meeting no later than May 31, 2006. Your proposal must be in writing and must
comply with the proxy rules of the Securities and Exchange Commission (the “SEC”).
You may also submit a proposal that you do not want included in the proxy statement
but that you want to raise at the 2006 Annual Meeting. If you want to do this, we must
receive your written proposal on or after July 28, 2006, but on or before August 21,
2006. If you submit your proposal after the deadline, then SEC rules permit the
individuals named in the proxies solicited by Perrigo’s Board of Directors for that
meeting to exercise discretionary voting power as to that proposal, but they are not
required to do so.

To properly bring a proposal before an annual meeting, our by-laws require that you
include in your proposal (1) your name and address as they appear on our stock records,
(2) a brief description of the business you want to bring before the meeting, (3) the
reasons for conducting the business at the meeting, (4) any interest you have in the
business you want to bring before the meeting, and (5) the number of shares of Perrigo
common stock that you own beneficially and of record. You should send any proposal to
our Secretary at the address on the cover of this proxy statement.

How do I nominate a director?

If you wish to nominate an individual for election as a director at the 2006 Annual
Meeting, we must receive your nomination on or after July 28, 2006, but on or before
August 21, 2006. In addition, our by-laws require that, for each person you propose to
nominate, you provide (1) your name and address as they appear on our stock records,
(2) the number of shares of Perrigo common stock that you own beneficially and of
record, (3) the nominee’s written statement that he or she is willing to be named in the
proxy statement as a nominee and to serve as a director if elected, and (4) any other
information regarding the nominee that would be required by the SEC to be included in
a proxy statement had Perrigo’s Board of Directors nominated that individual. You
should send your proposed nomination to our Secretary at the address on the cover of
this proxy statement.

Who pays to prepare, mail and solicit the proxies?

Perrigo will pay all of the costs of preparing and mailing the proxy statement and
soliciting the proxies. We will ask brokers, dealers, banks, voting trustees and other
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nominees and fiduciaries to forward the proxy materials and our Annual Report to
Shareholders to the beneficial owners of Perrigo common stock and to obtain the
authority to execute proxies. We will reimburse them for their reasonable expenses upon
request. In addition to mailing proxy materials, our directors, officers and employees may
solicit proxies in person, by telephone or otherwise. These individuals will not be
specially compensated.

Election of Directors

Ten directors currently serve on our Board of Directors. The directors are divided
into three classes. At this Annual Meeting, you will be asked to elect three directors.
Each director will serve for a term of three years, until a qualified successor director has
been elected, or until he or she resigns or is removed by the Board. Peter R. Formanek,
whose term expires at this Annual Meeting, is not standing for re-clection. The
remaining six directors will continue to serve on the Board as described below. The
nominees for this year, Moshe Arkin, Gary K. Kunkle, Jr., and Herman Morris, Jr., are
currently Perrigo directors. Mr. Arkin’s current term does not expire until the 2007
annual meeting, but he has agreed to stand for re-election this year so that our directors
will be evenly divided among the three classes.

We will vote your shares as you specify on the enclosed proxy card or during
telephone or Internet voting. If you do not specify how you want your shares voted, we
will vote them FOR the election of the nominees. If unforeseen circumstances (such as
death or disability) make it necessary for the Board of Directors to substitute another
person for any of the nominees, we will vote your shares FOR that other person. The
Board of Directors does not anticipate that any nominee will be unable to serve. The
nominees have provided the following information about themselves.

Nominees for Election at the 2005 Annual Meeting

Moshe Arkin, 53, has been a director of Perrigo and has served as Vice Chairman
of Perrigo since March 2005. He served as Chairman of the Board of Directors and was
the principal shareholder of Agis Industries (1983) Ltd. from its establishment in 1983
(and prior to that of its affiliated companies) until its acquisition by Perrigo in March
2005. He also served as Agis’ Chief Executive Officer from its establishment through
December 2000 and from that date to the present as its President. Mr. Arkin is also a
Director and the interim Chairman of the Board of Bezeq, Israel’s leading full-service
telecommunications provider. Mr. Arkin resides in Israel.

Gary K. Kunlle, Jr., 58, has been a director of Perrigo since October 2002, He is
Chairman and Chief Bxecutive Officer of DENTSPLY International Inc. and has served
"as the Chief Executive Officer since January 2004. He previously served as President and
Chief Operating Officer from January 1997 to December 2003. DENTSPLY Interna-
tional is a manufacturer and marketer of products for the dental market. He has been a
director of that company since April 2002. From January 1994 to December 1996, he
served as President of Vistakon, a division of Johnson & J ohnson.
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Herman Movris, Jv., 54, has been a director of Perrigo since December 1999 and
has served as Lead Independent Director since August 2005. He is a partner in the
Baker Donelson Bearman Caldwell and Berkowitz law firm in Memphis, Tennessee. He
served as President and Chief Executive Officer of Memphis Light, Gas and Water
Division from August 1997 until January 2004 and was interim President and Chief
Executive Officer from January 1997 until August 1997. Mr. Morris was General
Counsel of Memphis Light, Gas and Water Division from February 1989 to January
1997. :

Directors Continuing Until the 2006 Annual Meeting

Gary M. Cohen, 46, has been a director of Perrigo since January 2003. He has
served as President of BD Medical, one of three business segments of Becton, Dickinson
and Company, since May 1999, and as Executive Vice President of Becton, Dickinson
from July 1998 to May 1999. From October 1997 to June 1998, Mr, Cohen served as
President, Becton Dickinson Europe and Worldwide Sample Collection. He has been an
executive officer of Becton Dickinson since October 1996, Mr. Cohen presently serves as
a member of the Board of Trustees of Rutgers University and the Board of Advisors of
the Rutgers Business School, and as a director of the Academic Alliance Foundation,
which is devoted to training and preparing African clinicians in response to the HIV
pandemic.

David T. Gibbons, 62, has been a director of Perrigo since June 2000. He has served
as the President and Chiefl Executive Officer of Perrigo since May 2000 and as
Chairman of the Board since August 2003. He served as President of Rubbermaid
Europe from August 1997 to April 1999 and as President of Rubbermaid Home
Products from December 1995 to August 1997. Prior to joining Rubbermaid,

Mr. Gibbons served in a variety of general management, sales and marketing positions
during his 27-year career with 3M Company. Mr. Gibbons is a director of Robbins &
Myers, Inc., a supplier of application-critical equipment and systems to the global
pharmaceutical, energy and industrial markets, and of Banta Corporation, a provider of
printing and digital imaging solutions.

Judith A. Hemberger, 58, has been a director of Perrigo since January 2003. Since
January 2000, she has served as Executive Vice President and Chief Operating Officer
and as a director of Pharmion Corporation, a global specialty pharmaceutical company
that she co-founded. From 1979 to 1998, Dr. Hemberger worked at Marion Laboratories
and its successor companies, leading a number of functions including Professional
Education, Global Medical Affairs and Commercial Development. Her final role in the
company was Senior Vice President of Global Drug Regulatory Affairs. Dr. Hemberger
also serves on the board of directors of Renovis, Inc., a biopharmaceutical company that
develops drugs to treat neurological diseases and disorders.




Directors Continuing Until the 2007 Annual Meeting

Lauvie Brlas, 47, has been a director of Perrigo since August 2003. Since April
2000, she has served as Senior Vice President and Chief Financial Officer of STERIS
Corporation, a provider of infection prevention, decontamination and health science
technologies, products and services. From September 1995 through March 2000,

Ms. Brlas held various positions with Office Max, Inc., most recently as Senior Vice
President and Corporate Controller.

Larry D. Fredricks, 68, has been a director of Perrigo since October 1996 and
served as Lead Independent Director from August 2004 to August 2005. Mr. Fredricks
is currently an independent financial consultant. Previously, Mr. Fredricks was
Director—Financial Counseling Services with Deloitte & Touche LLP from November
1997 through May 2000. He was Executive Vice President and Chief Financial Officer
of First Michigan Bank Corp., a multi-bank holding company, from January 1995
through October 1997.

Michael J. Jandernoa, 55, has been a director of Perrigo since January 1981. He
served as Perrigo’s Chief Executive Officer from February 1988 through April 2000 and
as Chairman of the Board from October 1991 to August 2003. Mr. J andernoa also
served as Perrigo’s President from January 1983 to February 1986, from April 1988 to
October 1991, from September 1995 to November 1998 and from November 1999
through April 2000. Prior to January 1983, Mr. Jandernoa served in various executive -
capacities with Perrigo since 1979. He is a general partner of Bridge Street Capital
Fund 1, LP; a director of Fifth Third Bank—West Michigan, a Michigan banking
corporation; and Steelcase, Inc., a manufacturer of casegood products and furniture
systems for the office furniture industry. Mr. J andernoa also serves on the Boards of the
Michigan Technology Tri-Corridor (formerly Life Science Corridor) and the Michigan
Economic Development Corporation.

Corporate Governance

General

Our Board of Directors has oversight responsibility for our business, property and
affairs. The Chief Executive Officer reports directly to the Board, and members of our
executive management report regularly to the Board on those business segments for
which each has management responsibility. In addition, our Board approves and
authorizes our strategic direction after considering strategic plan recommendations made
to the Board by executive management. Finally, as part of our ongoing commitment to
corporate governance, we have reviewed our corporate governance policies and practices
for compliance with the provisions of the Sarbanes-Oxley Act of 2002, the rules and
regulations of the SEC and the Nasdaq listing standards.




Corporate Governance Guidelines

The Board of Directors has set forth its corporate governance policies and practices
in a set of Corporate Governance Guidelines that assist the Board in the exercise of its
responsibilities. The Board may amend these Guidelines from time to time. Our
Corporate Governance Guidelines are available on our website (http://www.perrigo.com)
under the heading Investor Relations—Corporate Governance—Corporate Governance
Guidelines, The Guidelines also are available in print to shareholders upon written
request made to our General Counsel, Todd W, Kingma, at the address shown on the
cover of this proxy statement.

Code of Conduct

The Board of Directors has adopted a Code of Conduct applicable to all of our
employees, officers and directors, including our chief executive officer and senior financial
and accounting officers. Our Code of Conduct acknowledges that a reputation for ethical,
moral and legal business conduct is one of Perrigo’s most valuable assets. The Code
requires that our employees, officers and directors comply with all laws and other legal
requirements, avoid conflicts of interest, protect corporate opportunities and confidential
information, conduct business in an honest and ethical manner and otherwise act with
integrity and in the company’s best interest. In addition, our Code acknowledges special
ethical obligations for financial reporting. Our Code of Conduct is available on our
website (http://www.perrigo.com) under the heading Investor Relations—Governance—
Code of Conduct, and we will promptly post any amendments to or waivers of the Code
on our website. Our Code is available in print to shareholders upon written request made
to our General Counsel, Todd W. Kingma, at the address shown on the cover of this
proxy statement.

Director Independence

Our Corporate Governance Guidelines provide that a substantial majority of the
Board should consist of directors who meet the independence requirements of Nasdagq.
Accordingly, our Board conducts an annual review to determine whether each of our
directors qualifies as independent. A director will not be considered independent unless
the Board of Directors determines that the director has no relationship that, in the
opinion of the Board, would interfere with the exercise of independent judgment in
carrying out the responsibilities of a director. Based on its most recent annual review, the
Board of Directors has concluded that each director, other than Moshe Arkin, David T.
Gibbons and Michael J. Jandernoa, is independent as defined in the Nasdaq listing
standards.

The Board has no fixed policy with respect to the combining or separating of the
offices of the Chairman of the Board and the Chief Executive Officer. The Board
believes that this issue is part of the succession planning process and that it is in
Perrigo’s best interests for the Board to make a determination whenever it elects a new
Chief Executive Officer. The independent members of the Board of Directors meet
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periodically in executive session without management and also meet in executive session
with the Chief Executive Officer on an “as needed” basis.

The Board has a Lead Independent Director. That position is filled on a rotating
basis by the directors based on senjority, with each independent director serving as the
Lead Independent Director for a one-year term. Duties of the Lead Independent
Director include presiding at all Board meetings at which the Chairman is not present,
including executive sessions; serving as liaison between the Chairman and the
independent directors; and having the authority to call meetings of the independent
directors.

Communications with Directors

Stockholders and other interested parties may communicate with any of our
directors or with the independent directors as a group by writing to them in care of our
General Counsel, Todd W. Kingma, at the address shown on the cover of this proxy
statement. In accordance with the policy adopted by our independent directors, any
communications that allege or report fiscal improprieties or complaints about internal
accounting controls or other accounting or auditing matters are forwarded to the Chief
Financial Officer, as appropriate. If either the Chief Financial Officer or the General
Counsel believes that the communication is significant or possibly material to Perrigo, it
is immediately sent to the Chairman of the Audit Committee and, after consultation
with the Chairman, may be sent to the other members of the Audit Committee. If the
compunication is not immediately sent to the Audit Committee Chairman, it will be
reported to the Audit Commitice on a quarterly basis. In addition, the Lead Independent
Director is advised promptly of any communications that allege misconduct on the part
of Perrigo management or that raise Jegal, ethical or compliance concerns about Perrigo’s
policies or practices. On a regular basis, the Lead Independent Director receives updates
on other communications that raise issues related to Perrigo’s affairs, and he or she
determines which of these communications he or she would like to see. In addition, the
General Counsel maintains a log of all such communications, which is available for
review upon the request of any Board member.

Director Nominations

Pursuant to our Corporate Governance Guidelines, the Nominating & Governance
Committee, with the involvement of our Chief Executive Officer, is responsible for
screening and recommending candidates for service as a director and considering
recommendations offered by shareholders in accordance with our by-laws. The Board as
a whole is responsible for approving nominees. The Nominating & Governance
Committee recommends individuals as director nominees based on various criteria,
including their business and professional background, integrity, understanding of our
business and demonstrated ability to make independent analytical inquiries. In addition,
directors should be willing and able to devote the necessary time to Board and
committee duties. A director’s qualifications in meeting these criteria are considered at
Jeast each time the director is re-nominated for Board membership.
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The Nominating & Governance Committee, our Chairman of the Board and Chief
Executive Officer, our Lead Independent Director or other Board members may identify
a need to add new members to the Board to satisfy specific criteria or simply to fill a
vacancy. The Committee will initiate a search for potential director nominees, seeking
input from other Board members and senior management, and may hire outside advisers
to assist in identifying and evaluating candidates.

One of our directors, Moshe Arkin, has the right, subject to Perrigo’s Corporate
Governance standards, to nominate one additional person to Perrigo’s Board of Directors,
pursuant to a Nominating Agreement, dated as of November 14, 2004 and as amended
through September 10, 2005. In addition, upon the next Board vacancy, Mr. Arkin will
have the right to designate a replacement director.

Our by-laws permit shareholders to nominate candidates for consideration at an
annual meeting. The process for sharcholders to submit a director candidate in
accordance with our by-laws is described in this proxy statement under “Questions and
Answers—How do I nominate a director?”” Assuming that a properly submitted
shareholder recommendation for a potential nominee is received and appropriate
biographical and background information is provided, the Nominating & Governance
Committee and the Board follow the same process and apply the same criteria as they
do for candidates submitted by other sources.

Stock Ownership

Each director is required to maintain a minimum ownership of Perrigo stock equal
to the total of his or her preceding three years’ stock grants. If a director has served less
than three years, he or she must maintain a stock ownership level equal to the restricted
shares granted to him or her for service as a director. In addition, the Chief Executive
Officer must own shares of Perrigo stock equal in value to two times his or her annual
base salary, and each executive officer must own shares of Perrigo stock equal in value to
one times his or her annual base salary. These individuals must attain that level of
ownership within the later of three years of appointment to his or her executive position
or July 1, 2005, Our directors and executive officers are in compliance with these
guidelines.

Attendance at Annual Meeting

We encourage all of our directors to attend our Annual Meeting of Shareholders.
While their attendance is not required, each of our directors, except Peter R. Formanek,
attended our last annual meeting.

Board of Directors and Its Committees

Perrigo’s Board of Directors met nine times during fiscal year 2005. In addition to
these meetings of the full Board, directors attended Board commitiee meetings. The
Board of Directors has standing Audit, Compensation and Nominating & Governance
Committees and has adopted a charter for each committee. Copies of the charters are
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available on our website (http://www.perrigo.com) under Investor Relations —
Governance and are available in print to shareholders upon written request made to our
General Counsel, Todd W. Kingma, at the address shown on the cover of this proxy
statement. In addition, a copy of our Audit Committee Charter is attached as

Appendix A to this proxy statement. All committees consist solely of independent Board
members. During fiscal year 2005, each director attended at least 75% of the meetings of
the Board and of the committees on which he or she served.

Audit Committee

Fiscal 2005
Meetings: 6
Members: Laurie Brlas (Chair)

Larry D. Fredricks
Herman Morris, Jr.

The Board of Directors has determined that each member of the
Audit Committee (1) meets the audit committee independence
requirements of the Nasdagq listing standards and the rules and
regulations of the SEC and (2) is able to read and understand
fundamental financial statements, as required by the Nasdaq listing
standards. The Board has also determined that Larry D. Fredricks
has the requisite attributes of an “audit committee financial expert”
under the SEC’s rules and that such attributes were acquired through
relevant education and work experience.

Function: The Audit Committee monitors our accounting and financial reporting
principles and policies and our internal audit controls and procedures.
It is also directly responsible for the compensation and oversight of the
work of the independent auditor in the preparation and issuance of
audit reports and related work, including the resolution of any
disagreements between management and the independent auditor
regarding financial reporting. The Board has adopted an Audit
Committee Charter that specifies the composition and responsibilities
of the Committee. Additional information on the Committee and its
activities is set forth in the Audit Committee Report.

Compensation Committee
Fiscal 2005
Meetings: 5

Members: Judith A. Hemberger (Chair)
Gary K. Kunkle, Jr.
Peter R. Formanek (through October 28, 2005)

Function:  The Compensation Committee reviews and recommends to the Board
compensation arrangements for the Chief Executive Officer and non-
employee directors, It also reviews and approves the evaluation
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processes, compensation structure and annual compensation for
executive officers, including salaries, bonuses and incentive and equity
compensation, and administers Perrigo’s incentive and other long-
term employee compensation plans.

Nominating & Governance Committee

Fiscal 2005
Meetings: 5

Members: Larry D. Fredricks (Chair)
Gary M. Cohen
Herman Morris, Jr.

Function: The Nominating & Governance Committee identifies and recom-
mends to the Board qualified director nominees for the next annual
meeting of shareholders, including consideration of shareholder
nominations for election to the Board submitted in accordance with
the procedures discussed above under “How do I nominate a
director?” This Committee also develops and recommends to the
Board the Corporate Governance Guidelines applicable to Perrigo,
leads the Board in its annual review of Board performance, and
makes recommendations to the Board with respect to assignment of
individual directors to various committees. :

Director Compensation

Annual Retainer and Attendance Fees

Directors who are Perrigo employees receive no fees for their services as directors.
Non-employee directors receive a $25,000 annual cash retainer fee covering all regular
and special Board meetings and the Annual Meeting of Shareholders. Each non-
employee director also receives an annual restricted stock grant having a value on the
grant date of $40,000 based upon the average of the high and low price of our stock on
that date. The restricted stock grant is made pursuant to the company’s 2003 Long-Term
Incentive Plan approved by the shareholders at the 2003 Annual Meeting of
Shareholders and is intended to directly link an element of director compensation to
shareholders’ interests. One-third of the restricted shares vest fully for each director
annually over the three-year period following the grant date.

Compensation and Nominating & Governance Committee members each receive
$1,000 for each in-person committee meeting attended and $500 for each telephonic
committee meeting in which they participate. Audit Committee members each receive
$1,500 for cach in-person committee meeting attended and $750 for each telephonic
meeting in which they participate. The Chairs of the Compensation and Nominating &
Governance Committees each receive an additional annual retainer of $4,000, and the
Chair of the Audit Committee receives an additional annual retainer of $6,000, We also
reimburse directors for expenses incurred in connection with attending Board and
committee meetings.
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Certain Transactions

Lease Agreement

Through our subsidiary, Perrigo Israel Pharmaceuticals Ltd. (formerly Agis
Industries (1983) Ltd.), we lease approximately 60,000 square feet of office space in
Bnei-Brak, Israel from Arkin Real Estate Holdings (1961) Ltd., a corporation that is
wholly owned by Moshe Arkin, who is a director and the Vice Chairman of Perrigo. The
lease pre-dates Perrigo’s acquisition of Agis. The annual rent under the lease is
approximately $522,000 and the lease expires on December 31, 2006. We believe the
rent and other terms of this lease are no less favorable to us than terms we could have
obtained from an unrelated third party for similar property.

Nominating Agreement

In connection with Perrigo’s acquisition of Agis Industries (1983) Ltd., Perrigo
entered into a2 Nominating Agreement with Moshe Arkin on November 14, 2004 that
was amended on July 12, 2005 and September 10, 2005. Pursuant to the amended
Nominating Agreement, and subject to Perrigo’s corporale governance standards, Perrigo
agreed to name Mr. Arkin to Perrigo’s Board of Directors and to give him the right after
closing of the Agis acquisition to nominate an additional independent director (and in
the event of a vacancy on the Perrigo Board, to nominate a replacement director) to the
Perrigo Board, all as subject to Perrigo’s Nominating & Governance Guidelines.

Each independent director nominated pursuant to the Nominating Agreement will
serve on the Perrigo Board for the remainder of the term of the class of directors to
which he or she will be nominated and for one additional full term of such class, subject
to Perrigo’s Nominating & (Governance Guidelines. Each independent director nominated
pursuant to the Nominating Agreement will also serve on at least one committee of the
Perrigo Board in accordance with and subject to his or her respective qualifications.
Perrigo has agreed that one independent director nominated pursuant to the Nominating
Agreement will be invited to serve on the Audit Committee of the Perrigo Board and
one independent director nominated pursuant to the Nominating Agreement will be
invited to serve on the Compensation Committee of the Perrigo Board, in each case
subject to respective qualifications and Perrigo’s Nominating & Governance Guidelines,

Mr. Arkin’s right under the Nominating Agreement to designate the independent
directors (and the right of the independent directors to serve on the Perrigo Board) will
terminate when Mr. Arkin ceases to own at least (1) 9% of the outstanding shares of
Perrigo common stock and (2) 9,000,000 shares of Perrigo common stock. Mr. Arkin’s
right to serve on the Perrigo Board will terminate when he ceases to own at least
5,000,000 shares of Perrigo common stock.
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| Ownership of Perrigo Common Stock

Directors, Nominees and Executive Officers

The following table shows how much Perrigo common stock the directors,
nominees, named executive officers, and all directors, nominees and executive officers as
a group beneficially owned as of September 2, 2005. The named executive officers are
the individuals listed in the Summary Compensation Table.

Beneficial ownership is a technical term broadly defined by the SEC to mean more
than ownership in the usual sense. In general, beneficial ownership includes any shares a
shareholder can vote or transfer and stock options that are exercisable currently or
become exercisable within 60 days. Except as otherwise noted, the shareholders named
in this table have sole voting and investment power for all shares shown as beneficially

owned by them.

* Less than 1%.

Shares of Options
Common Stock Exercisable Percent
Beneficially Owned | Within 60 Days Total of Class
Directors and Nominees
Moshe Arkin(1) 10,022,092 — 10,022,092 10.7%
Lauric Brlas 5,344 5,000 T 10,344 *
Gary M. Cohen 5,773 5,000 . 10,773 #*
Peter R. Formanek(2) 203,855 24,281 ! 228,136 *
Larry D. Fredricks 16,279 32,281 " 48,560 *
David T, Gibbons(3) 212,325 684,234 896,539 *
Judith A. Hemberger 5,773 5,000 10,773 *
Michae!l J. Jandernoa(4) 5,766,169 18,281 5,784,450 6.2%
Gary K. Kunkle, Jr. 6,022 5,000 11,022 *
Herman Morris, Jr.(5) 16,679 23,281 39,960 *
Named Executive Officers Other Than
Directors
John T. Hendrickson (6} 56,664 142,506 199,170 *
Refael Lebel 15,915 — 15,915 #
Douglas R. Schrank 52,917 125,771 178,688 *
Mark P. Olesnavage(7) 437,014 334,308 771,322 *
F. Folsom Bell(8) 21,111 116,400 137,511 *
Directors and Executive Officers
as a Group (13 Persons) (9) 16,385,807 1,070,635 17,456,442 18.5%

(1) All shares owned of record by Nichsei Arkin Ltd., which Mr. Arkin controls. Mr. Arkin is also a

named executive officer.

(2) Shares owned include 192,576 shares owned by Mr. Formanek as Trustee for the Formanek

Investment Trust.
(3) M. Gibbons is also a named executive officer.
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(4) Shares owned consist of 5,205,846 shares owned by the Michael J. Jandernoa Trust, of which
Mr. Jandernoa is trustee; 81,942 shares owned by the Michael J. Jandernoa Grantor Trust Two, of
which Mr. Jandernoa is trustee and under which he has a reversionary interest; 81,942 shares owned
by the Susan M. Jandernoa Grantor Trust Two, of which Mrs. Jandernoa is trustee and under which
she has a reversionary interest; and 394,248 shares owned by the Susan M. Jandernoa Trust, of which
Mius. Jandernoa is trustee. Mr. Jandernoa’s address is c/o Perrigo Company, 333 Bridge Street, NW,
-Suiie 800, Grand Rapids, MI 49504,

(5) Shares owned include 3,000 shares owned as custodian for Mr. Morris’ minor children.

(6) Shares owned include 266 shares owned by the Mary Hendrickson Trust, of which Bank One is
trustee.

(7) Shares owned include 56,472 shares owned by trusts for the benefit of Mr. Olesnavage’s children, of
which Mr. Olesnavage is trustee. Mr. Olesnavage ceased to be an executive officer in June 2005.

(8) Mr. Bell ceased to be an executive officer in June 2005.

(9) See footnotes 1 through 8.

Other Principal Sharcholders

This table shows all shareholders other than directors, nominees and named
executive officers that we know to be beneficial owners of more than 5% of Perrigo
common stock. The percent of class owned is based on 93,500,156 shares of Perrigo
common stock outstanding as of September 2, 2005.

Name and Address Shares of Common Stock | Percent
of Beneficial Owner Beneficially Owned of Class
Royce & Associates, LLC(1) 9,133,600 9.8%

1414 Avenue of the Americas
New York, NY 10019

Wellington Management Company, LLP(2) 8,094,295 8.7%
75 State Street
Boston, MA 02109

Mac-Per-Wolf Company(3) ' 7,156,780 7.7%
310 S. Michigan Ave.
Chicago, IL 60604

Barclays Global Investors, NA(4) 5,314,312 5.7%
45 Fremont Street
San Francisco, CA 94105

(1) Royce & Associates, LLC, an investment adviser registered under Section 203 of the Investment
Advisers Act of 1940, has sole voting and investment power with respect to all of the shares. This
information is based on a Schedule 13G filed with the Securities and Exchange Commission on
February 10, 2005.

(2) Wellington Management Company, LLP, an investment adviser registered under Section 203 of the
Investment Advisers Act of 1940, does not have sole voting or investment power with respect to any
of these shares, has shared voting power as to 2,476,005 ghares and shared investment power as to all
of the shares. This information is based on a Schedule 13G filed with the Securities and Exchange
Commission on February 14, 2005. Of the listed shares, Vanguard Specialized Funds — Vanguard
Health Care Fund (100 Vanguard Boulevard, Malvern, PA 19355) beneficially owns 5,322,320 shares
(5.7% based on shares outstanding as of September 2, 2005), as reported in a Schedule 13G filed
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with the Securities and Exchange Commission on February 10, 2005, and has sole voling and shared
investment power as to these shares.

(3) This information is based on a Schedule 13G filed with the Securities and Exchange Commission on
Janvary 10, 2005.

{4) Barclays Global Investors, NA has sole voting and investment power as to 2,948,066 of the shares and
sole dispositive power as to 3,353,375 of the shares. Barclays Global Fund Advisors has sole voting
and investment power as to 1,875,424 of the shares and sole dispositive power as to 1,877,010 of the
shares. Palomino Limited has sole voting and investment power as to 83,927 of the shares and sole
dispositive power as to 83,927 of the shares, This information is based on a Schedule 13G filed with
the Securities and Exchange Commission on February 14, 2005,

~ Section 16(a) Beneficial Ownership
Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires that Perrigo’s
executive officers, directors and 10% shareholders file reports of ownership and changes
of ownership of Perrigo common stock with the Securities and Exchange Commission.
Based on a review of copies of these reports provided to us and written representations
from executive officers and directors, we believe that all filing requirements were met
during fiscal year 2005. '
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Executive Compensation

This table summarizes the compensation of David T. Gibbons, our Chairman of the
Board, President and Chief Executive Officer, and the other most highly compensated
executive officers of Perrigo during fiscal year 2005. These individuals are sometimes
referred to as the named executive officers.

Summary Compensation

Long Term
Comgpensation
Annual Compensation(1) Awards
Management Restricted | Securities
Name and Incentive Other Annual Stock Underlying All Other
Principal Position Year | Salary Bonus Compensation(2) Awards Options Compensation
David T. Gibbons(3) 2005 § $629,716 o — — 100,000 $13,389
Chairman of the Board, 2004 | $567,000 § $1,073,520 — — 125,000 $16,331
President and Chief 2003 | $540,000 | $ 847,800 — — 125,000 $22,860
Executive Officer
Moshe Arkin(4) 2005 | $127,432 — $38,3802 — — —
Vice Chairman—Global
Generics & APL
John T. Hendrickson(5} 2005 | $317,553 — — — 42,222 $14,009
Executive Yice President, 2004 | $301,744 | § 376,800 — $226,620 48,375 $15,603
General Manager— 2003 | $282,188 | § 312,457 — — 45,000 $13,691
Perrige Consnmer
Healthcare
Refael Lebel(6) 2005 | $103,539 [ -§ 58,000 $39,854 — — —
Exccutive Vice President,
General Manager—Perrigo
Tsrael
Douglas R. Schrank(7) 2005 | $335,152 — — — 40,000 $14,040
Executive Vice President, 2004 | $301,757 | § 376,800 — $226,620 46,034 $16,036
Chief Financial Officer 2003 | $287,388 | § 312457 — — 45,000 $14,254
Mark P. Olesnavage(8) 2005 | $325,706 — — — 35,556 $14,048
Executive Vice President, 2004 | $319,319 [ $ 376,806 — — 43,693 $15,957
General Manager— 2003 | $314,600 | § 312,457 — — 35,000 $13,626
Pemrigo Pharmaceuticals
. Folsom Bell(%} 2005 | $262,230 — — — 32,000 515,768
Executive Vice President, 2004 | $253,344 | § 239,509 — — 40,000 $17,240
Business Development 2003 | $247.200 | $ 198,607 — — 40,000 -§15,180
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(1) The following amounts were deferred from salary for fiscal year 2005: Mr. Hendrickson $18,000, The
following amounts were deferred from salary for fiscal year 2004: Mr. Gibbons $48,000; and
Mr. Hendrickson $12,000. The following amounts were deferred from the Management Incentive
Bonus for fiscat year 2004: Mr. Hendrickson $16,000. The following amounts were deferred from
salary for fiscal year 2003: Mr. Gibbons $124,000; and Mr. Hendrickson $12,000. The following
amounts were deferred from the Management Incentive Bonus for fiscal year 2003: Mr. Gibbons
$84,780; and Mr. Hendrickson $28,000.

(2) Other Annual Compensation for Mr. Arkin in 2005 consists of $19,900 in premiums for supplemental
insurance as required by Mr. Arkin’s employment agreement, $6,750 in contributions to an education
fund and $12,152 in car allowance. Other Annual Compensation for Mr. Lebel in 2005 consists of
$16,408 in premiums for supplemental insurance as required by Mr. Lebel’s employment agreement,
$7,170 in contributions to an education fund and $16,276 in car allowance. None of the other named
executive officers received perquisites in fiscal years 2005, 2004 or 2003 with a value in excess of the
lesser of either $50,000 or 10% of the total of his annual salary and bonus reported above for each
year.

(3} All Other Compensation in fiscal year 2005 consists of a $6,300 matching contribution under our
401 (k) Plan and a $7,089 contribution under our Profit Sharing Plan.

{4) Mr. Arkin became an executive of Perrige in March 2005.

(5) All Other Compensation in fiscal year 2005 consists of a $6,560 matching contribution under our
401 (k) Plan; a $7,089 contribution under our Profit Sharing Plan; and $360 representing the taxable
benefit for certain premium payments made on Mr. Hendrickson’s behalf by us for Group Term Life
Insurance. At the end of fiscal year 2005, Mr. Hendrickson held a total of 12,000 shares of restricted
stock with an aggregate value of $170,280. These restricted shares were issued pursuant to our Long-
Term Incentive Plan and vest on July 1, 2007. Mr. Hendrickson receives dividends on his restricted
stock to the extent we pay dividends on our common stock,

{6) Mr. Lebel became an executive of Perrigo in March 2005.

(7) All Other Compensation in fiscal year 2005 consists of a $6,951 matching contribution under our
401 (k) Plan and a $7,089 contribution under our Profit Sharing Plan. At the end of fiscal year 2005,
M. Schrank held a total of 12,000 shares of restricted stock with an aggregate value of $170,280.
These restricted shares were issued pursuant to our Long-Term Incentive Plan and vest on July I,
2007. Mr. Schrank receives dividends on his restricted stock to the extent we pay dividends on our
common stock,

{8) All Other Compensation in fiscal year 20035 consists of a $6,131 matching contribution under our
401 (k) Plan; a $7,089 contribution under our Profit Sharing Plan; and $828 representing the taxable
benefit for certain premium payments made on Mr. Olesnavage’s behalf by us for Group Term Life
Insurance. Mr. Olesnavage ceased to be an executive officer in June 2005,

(9) All Other Compensation in fiscal year 2005 consists of a $6,303 matching contribution under our
401(k) Plan; a $7,089 contribution under our Profit Sharing Plan; and $2,376 representing the taxable
benefit for certain premium payments made on Mr. Bell’s behalf by us for Group Term Life
Insurance. Mr. Bell ceased to be an executive officer in June 2005,
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Option Grants in Fiscal Year 2005

This table gives information relating to option grants to the named executive officers
during fiscal year 2005. All of the options were granted under our Employee Stock
Option Plan. Since our stockholders approved our 2003 Long-Term Incentive Plan at the
Annual Meeting held on October 28, 2003, no further grants have been, or will be, made
under the Employee Stock Option Plan. The potential realizable value is calculated
based on the term of the option at its time of grant, 10 years. The calculation assumes
that the fair market value on the date of grant appreciates at the indicated rate
compounded annually for the entire term of the option and that the option is exercised
~ at the exercise price and sold on the last day of its term at the appreciated price, Stock

price appreciation of 5% and 10% is assumed under the rules of the Securities and
Exchange Commission. We cannot assure you that the actual stock price will appreciate
over the 10-year option term at the assumed levels or any other defined level.

Individual Grants
Percent of . .
Total Potentinl Realizable
Number of Options Value at Assunied
Securities | Granied to Annual Rates of Stock
Underlying | Employees | Ixercise Price Appreciation for
Options in Fiscal | Price Per Expiration Option Term
Name Granted(1) Year Share Date 5% 0%
David T. Gibbons 100,000 9.6% $18.18 | Aug. 16, 2014 $1,143,330 | $2,897,423
Moshe Arkin — — — — — —
John T. Hendrickson 42,222 4.0% $18.1%8 | Aug. 16,2014 | $ 482,736 | $1,223,350
Refael Lebel e — — — — —
Douglas R. Schrank 40,000 3.8% $18.18 | Aug. 16, 2014 $ 457,332 | $1,158,969
Mark P. Olesnavage 35,556 3.4% $18.18 | Aung. 16,2014 | § 406,522 $1,030,208
F. Folsom Bell 32,000 3.1% $18.18 | Aug. 16, 2014 $ 365,865 | § 927,175

(1) 'These options vest in five equal annual installments, beginning on the first anniversary date of the
grant. The date of the grant was August 16, 2004,
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Option Exercises in Fiscal Year 2005 and
Fiscal Year-End 2005 Option Values

This table provides information regarding the exercise of options during fiscal year
2005 and options outstanding at the end of fiscal year 2005 for the named executive
officers. The “value realized” is calculated using the difference between the option
exercise price and the price of Perrigo common stock on the date of exercise multiplied
by the number of shares underlying the option. The “value of unexercised in-the-money
options at fiscal year end” is calculated using the difference between the option exercise
price and $14.19 (the closing price of Perrigo stock on June 24, 2005, the last trading
day of fiscal year 2005) multiplied by the number of shares underlying the option. An
option is in-the-money if the market value of Perrigo common stock is greater than the
option’s exercise price.

Number of Securities Value of Unexercised
Shares Underlying Unexercised In-the-Money Options at
Acquired Value Options at Fiscal Year End Fiscal Year End
Name on Exercise Realized Excrcisable | Unexercisable Exercisable Unexercisable

David T. Gibbons 274,768 | $3,310,976 | 620,234 299998 $4,647984 | $414,866
Moshe Arkin — — — — — —_—
John T. Hendrickson 36,243 | $ 266,376 | 102,052 131,254 $ 296,799 | $149,460
Refzel Lebel —_ — — — — —_
Douglas R. Schrank 39480 | § 370,598 89,564 135,492 $ 357270 | $197,061
Mark P. Olesnavage 9,000 | $ 39420 311,457 116,510 $1,496,394 | $132,671
F. Folsom Bell 21,000 | $ 194,174 69,000 123,000 $ 173442 [ $215,202

Employment Agreement with Chief Executive Officer

We entered into an Amendment to Employment Agreement with our Chief
Executive Officer, David T. Gibbons, on June 30, 2005 that amended Mr. Gibbons’
original employment agreement. The term of Mr. Gibbons’ amended agreement now
expires on December 31, 2006 and renews for consecutive one-year terms unless either
party gives 90 days’ notice of non-renewal prior to the expiration of any term. Under the
amended agreement, Mr. Gibbons’ base salary is reviewed at least annually by the Board
to determine if an increase is appropriate. Mr. Gibbons’ annual base salary was $589,700
in fiscal year 2005 through April 1, 2005, when the Board increased his annual base
salary to $750,000.

Mr. Gibbons is eligible to participate in the Management Incentive Bonus Plan,
under which he has a target bonus opportunity of at least 100% of his annual salary.
Pursuant to the amended agreement, Mr. Gibbons will be granted 67,159 shares of
restricted stock in fiscal year 2006 that will be forfeited if his employment with Perrigo
terminates before December 31, 2006. Mr. Gibbons will also be granted, pursuant to
Perrigo’s 2003 Long-Term Incentive Plan, options with an exercise price per share equal
to the fair market value of a share of Perrigo common stock on the date of grant fo
purchase a number of shares of Perrigo common stock that will cause the options to
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have a Black-Scholes value on the date of grant of $1,645,500 in fiscal year 2006 and
$1,500,000 in fiscal year 2007 (the “Additional Options™). These options will become
exercisable on January 1, 2007. Under the amended agreement, all Perrigo stock options
held by Mr. Gibbons, other than the Additional Options, became fully vested on

June 30, 2005.

Mr. Gibbons also was granted an option to purchase 750,000 shares of Perrigo
common stock under our Employee Stock Option Plan at the time of his employment.
Under the terms of the employment agreement, Mr. Gibbons received options to
purchase 125,000 shares of Perrigo common stock for each of fiscal years 2002 and 2003.
The options for fiscal year 2002 were actually issued to Mr. Gibbons in May 2001 prior
to the end of fiscal year 2001. Mr. Gibbons also received 95,715 shares of restricied
Perrigo common stock and a cash transition bonus of $160,000. On June 30, 2003, the
restrictions lapsed on all 95,715 shares of Mr. Gibbons’ restricted stock.

If Mr. Gibbons dies or becomes disabled during his employment, he will receive
compensation and benefits earned to date, including payment for unused vacation days
and a pro rata management incentive bonus for the portion of the year he was employed,
and his options and restricted stock will vest in accordance with their terms. If
Mr. Gibbons resigns for “good reason” or if we terminate his employment “without
cause”, each as defined in the employment agreement, Mr, Gibbons, in addition to
receiving earned compensation and benefits and vesting of options and restricted stock,
will receive a cash payment equal to 12 months’ salary. If we terminate Mr. Gibbons’
employment for cause, as defined in the employment agreement, he will receive
compensation and benefits earned to date, but he will forfeit any options (whether vested
or unvested), restricted stock, and unvested benefits. The employment agreement also
provides for the payment of earned compensation and benefits as well as the automatic
vesting of options and lapse of restrictions on restricted stock following a change in
control of Perrigo.

Mr. Gibbons has also entered into a Noncompetition and Nondisclosure agreement
with Perrigo. The agreement provides that Mr. Gibbons will not compete with us in the
store brand business during the term of his employment and for one year thereafter. In
addition, Mr. Gibbons has agreed that he will not, at any time during or after his
employment with Perrigo, disclose any confidential information that he obtained during
his employment.

Employment Agreement with Vice Chairman—Global Generics & API

On November 14, 2004, we entered into an Employment Agreement with our Vice
Chairman—Global Generics & API, Moshe Arkin. This agreement became effective
upon the completion of our merger with Agis Industries (1983) Ltd. on March 17, 2005
and replaced Mr, Arkin’s prior employment agreement with Agis. The term of this
agreement runs through March 17, 2008, subject to automatic two-year renewals unless
either party provides written notice of non-renewal to the other party at least 120 days
before the last day of any term. Under the agreement, Mr. Arkin receives a base salary
at an annual rate of $400,000, which, commencing on or around October 2006, will be

21




reviewed for increase at least annually by the Board to determine if an increase is
appropriate.

Mr. Arkin is eligible to participate in the Management Incentive Bonus Plan, under
which he has a target bonus opportunity of not less than $275,000. Mr. Arkin will be
granted an initial option to purchase 50,000 Perrigo shares in fiscal year 2006 pursuant to
Perrigo’s 2003 Long-Term Incentive Plan. Mr. Arkin also receives various perquisites as
customary under Israeli law, such as manager’s insurance, disability insurance, education
funds, recreation funds, car allowance and other similar perquisites: In the event
Mr. Arkin’s employment agreement terminates due to non-renewal, then he will be
entitled to vest (whether or not his employment terminates) as of the date of the notice
of non-renewal in that number of unvested stock options and restricted stock awards
which would have vested during the 24 month period following the end of the agreement
term.,

If Mr. Arkin’s employment is terminated for any reason, he will receive
compensation and benefits earned to date, including payment for unused vacation days.
If Mr. Arkin resigns for “good reason” or if we terminate his employment “without
cause”, each as defined in the employment agreement, then, in addition to receiving
earned compensation and benefits, he will receive his prorated bonus for the year in
which the termination occurs; his salary, entitled bonus and benefits for the greater of
12 months or the balance of the employment agreement; immediate vesting of his
restricted stock; and immediate vesting of his stock options that would have otherwise
vested within the following 24 months.

Under his employment agreement, Mr. Arkin is also entitled to all accrued
payments due to him under his previous employment agreement with Agis.

In conjunction with his employment agreement, Mr. Arkin executed a noncompeti-
tion and nondisclosure agreement that restricts his ability to compete with Perrigo in the
store brand and value brand business for the longer of the term of his agreement and a
period of one year following his termination.

Employment Agreement with Chief Financial Officer

On July 21, 2005, we entered into an Employment Agreement with our Chief
Financial Offer, Douglas R. Schrank. The term of this agreement runs through June 30,
2006, subject to automatic one-year renewals unless either party provides written notice
of non-renewal to the other party at least 90 days before the last day of any term. Under
the agreement, Mr. Schrank’s base salary is reviewed at least annually by the Board to
determine if an increase is appropriate. Mr, Schrank’s annual base salary was $317,608
in fiscal year 2005 through April 1, 2005, when the Board increased his annual base
salary to $400,000 per year.

Mr. Schrank is eligible to participate in the Management Incentive Bonus Plan,
under which he has a target bonus opportunity of not less than $300,000 for fiscal year
2006. Mr. Schrank is eligible to participate in Perrigo’s equity compensation plans and
will be entitled to receive in fiscal year 2006 a grant pursuant to Perrigo’s 2003
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Long-Term Incentive Plan of an option, which will have an exercise price per share
equal to the fair market value of a share of Perrigo common stock on the date of grant,
to purchase a number of shares of Perrigo common stock that will cause the option to
have a Black-Scholes value on the date of grant of $533,200. In addition, Mr. Schrank
will be awarded 20,148 shares of restricted stock that will be forfeited if his employment
with Perrigo terminates prior to June 30, 2006. If Mr, Schrank remains employed by
Perrigo through June 30, 2006, all of his unvested stock options and restricted stock will
continue to vest as if he had remained employed by Perrigo beyond the term of his
agreement, and all vested options may be exercised at any time prior to the end of their
stated life.

If Mr. Schrank dies or becomes disabled during his employment, all of
Mr. Schrank’s unvested equity compensation will vest, and he will receive all salary,
bonuses and other compensation that he has earned at the time his employment
terminates, as well as any amounts under Perrigo’s compensation plans and programs
that he has then earned or accrued or that, by the terms of such plans or programs,
become payable upon death or disability. If Mr. Schrank resigns for “good reason” or if
we terminate his employment “without cause”, each as defined in the employment
agreement, and, in either case, he does not compete with Perrigo for one year following
termination and executes a written waiver of claims against Perrigo, Mr. Schrank will, in
addition to receiving earned compensation and benefits and vesting of options and
restricted stock, receive a lump sum payment of the base salary and annual bonus that
would have been paid to him if he continued to be employed by Perrigo through
June 30, 2006, and he and his dependents will be entitled to participate in Perrigo’s
employee benefit plans for a period of 18 months following his termination date. If we
terminate Mr. Schrank’s employment for cause, as defined in the employment
agreement, he will receive compensation and benefits earned to date, but he will forfeit
any unvested options, restricted stock, and unvested benefits. The employment agreement
also provides for the payment of earned compensation and benefits, as well as the
automatic vesting of options and lapse of restrictions on restricted stock, following a
change of control of Perrigo.

Mr. Schrank has also entered into a noncompetition and nondisclosure agreement
with Perrigo. The agreement provides that Mr. Schrank will not compete with us during
the term of his employment and for one year thereafter. In addition, Mr. Schrank has
agreed that he will not, at any time during or after his employment with Perrigo, disclose
any confidential information that he obtained during his employment.

Employment Agreement with Executive Vice President &
General Manager—Perrigo Israel

On November 14, 2004, we entered info an Employment Agreement with our
Executive Vice President & General Manager—Perrigo Isracl, Refael Lebel. This
agreement became effective upon the completion of our merger with Agis Industries
(1983) Ltd. on March 17, 2005 and replaced Mr. Lebel’s prior employment agreement
with Agis. The term of this agreement runs through March 17, 2008, subject to
automatic two-year renewals unless either party provides written notice of non-renewal to
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the other party at least 120 days before the last day of any term. Under the agreement,
Mr. Lebel récéives a base salary at an annual rate of $325,000, which, commencing on
or around October 2006, will be reviewed for increase at least annually by the Board to
determine if an increase is appropriate.

Mr. Lebel is eligible to participate in the Management Incentive Bonus Plan, under
which he has a target bonus opportunity of not less than $200,000. However, under the
agreement Mr. Lebel was entitled to a minimum bonus payment of $58,000 for fiscal
2005. Mr. Lebel will be granted an initial option to purchase 50,000 Perrigo shares in
fiscal year 2006 pursuant to Perrigo’s 2003 Long-Term Incentive Plan. Mr. Lebel also
receives various perquisites as customary under Israeli law, such as manager’s insurance,
disability insurance, education funds, recreation funds, and other similar perquisites. In
the event Mr. Lebel’s employment agreement terminates due to non-renewal, then he
will be entitled to vest (whether or not his employment terminates) as of the date of the
notice of non-rénewal in that number of unvested stock options and restricted stock
awards which would have vested durmg the 24 month period followmg the end of the
agreement term -

If Mr. Lebel’s employment is terminated for any reason, he will receive
compensation and bénefits earned to date, including payment for unused vacation days
If Mr. Lebel resigns for “good reason” or if we terminate his employment “without
cause”, each as defined in the employment agreement, then, in addition to recelvmg
eamed compensatmn and benefits, he will receive his prorated bonus for the year in
which the tefmination occurs; his salary, entitled bonus and benefits for the greater of
12 months or the balance of the employment agreement; immediate vesting of his
restricted stock; and immediate vesting of his stock options that would have otherwise
vested within the following 24 months.

Undeér his employment agreement, Mr. Lebel is also entitled to all accrued
payments due to him under his previous employment agreement with Agis.

In conjunction with his employment agreement, Mr, Lebel exccuted a noncompeti-
tion and nondisclosure agreement that restricts his ability to compete with Perrigo in the
store brand and value brand business for the longer of the term of his agreement and a
period of one year following his termination.

Separatmn and General Release Agreements

‘On June 29 2005 Perrigo and Mark P. Olesnavage, Executive Vice President,
General Manager—Perrigo Pharmaceuticals, entered into a Separation and General
Release Agreement pursuant to which Mr. Olesnavage agreed to end employment with
Perrigo. The agreement provided that Mr. Olesnavage, upon the satisfaction of certain
conditions, will receive, among other things: (1) separation pay through June 30, 2006,
and (2) continued vesting of his employee stock options as if his employment had not
ended, through their stated life.

On July 5, 2005, Perrigo and F. Folsom Bell, Executive Vice President, Business
Development, entered into a Separation and General Release Agreement pursuant to
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which Mr. Bell agreed to end employment with Perrigo. This agreement provides that
Mr. Bell, upon the satisfaction of certain conditions, will receive, among other things:
(1) separation pay through June 30, 2006, and (2) continued vesting of his employce
stock options as if his employment had not ended, through their stated life.

Equity Compensation Plan Information

The table below provides information about Perrigo’s common stock that may be
issued upon the exercise of options and rights under all of our equity compensation plans
as of June 25, 2005. At the Annual Meeting held on October 28, 2003, shareholders
approved our 2003 Long-Term Incentive Plan, Prior to the approval of the Long-Term
Incentive Plan, equity compensation grants were made under our shareholder-approved
Employee Stock Option Plan and Non-Qualified Stock Option Plan for Directors, as
well as under our Restricted Stock Plan for Directors II and certain individual restricted
stock arrangements that were not approved by shareholders, No further grants will be
made pursuant to the Employee Stock Option Plan, Non-Qualified Stock Option Plan
for Directors or Restricted Stock Plan for Directors II.

(c)
Number of securities
(a) (h) remaining available for
Number of securities to be Weighted-average future issuance under
issued upon exercise of exercise price of equity compensation
outstanding options, outstanding options, plans (excluding securities
Plan Category warrauts and rights warrants and rights reflected in column {a))
Equity compensation
plans approved by
shareholders 6,428,000 $10.00 3,056,000
Equity compensation
plans not approved by
shareholders 0 - 0
Total 6,428,000 $10.00 3,056,000

Individua! Arrangement

In July 2002, we granted John R. Nichols, a member of our law department,
4,000 shares of restricted common stock under an individual Restricted Stock
Agreement. Under the terms of the Restricted Stock Agreement, these shares vested
upon Mr, Nichols’ retirement from Perrigo in fiscal 2005.
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Report of the Compensation Committee
on Executive Compensation

Compensation Policy

During fiscal year 2005, the Compensation Committee of the Board of Directors
was composed of three independent non-employee directors. The Board of Directors has
adopted a Compensation Committee Charter, which specifies the composition and
responsibilities of the Committee. The Board reviews the Charter annually based on
input from the Committee.

The Chief Executive Officer’s salary and bonus and any stock-based incentive
awards granted to him under the 2003 Long-Term Incentive Plan are approved by the
independent directors after review and recommendation by the Committee. The
Committee reviews and approves the compensation arrangements for all other executive
officers with respect to their salaries, bonuses and stock-based incentive awards under the
2003 Long-Term Incentive Plan.

The Committee strives to:

» motivate officers to create added value for Perrigo shareholders through
compensation incentives that are tied to Perrigo’s operating and stock market
performance;

» reward officers for their individual performance as well as Perrigo’s
performance;

» provide compensation and benefits at levels that enable Perrigo to attract and
retain high-quality executives; and

 align the interests of officers and directors with the interests of Perrigo
shareholders through stock ownership.

Perrigo’s management compensation policy is intended to provide a compensation
package for executive officers that is generally competitive with the compensation of
executive officers of comparable manufacturing companies, In establishing executive
compensation, the Committee considers salary and bonus information compiled by
Mercer Human Resource Consulting. The Mercer compensation data includes non-
durable goods manufacturing companies, some of which are reflected in the Nasdaq
Pharmaceutical Index shown on the Performance Graph included in this proxy
statement. The Committee’s objective is that the total cash compensation for Perrigo’s
executive officers approximate the median reflected in the Mercer data.

Executive Officer Compensation

Executive officer compensation includes cash-based and stock-based components.
Cash-based compensation consists of base salary and an annual bonus if one is warranted
under the criteria of the Management Incentive Bonus Plan. In addition, Perrigo makes
annual contributions under its Profit Sharing Plan for employees with at least one year of
service, including the executive officers. Perrigo also makes matching contributions under
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its 401 (k) Plan to certain of its employees, including the executive officers. The
executive officers are also eligible to receive grants of stock-based incentive awards under
the 2003 Long-Term Incentive Plan.

Cash-Based Compensation

As discussed above, the Committee considers compensation data provided by
Mercer in determining executive officer base salary and bonus awards under the
Management Incentive Bonus Plan. In addition, the Committee evaluates the following
factors, which are ranked in order of importance:

» company-wide performance measured by attainment of specific sirategic
objectives and quantitative measures;

» individual performance;
« compensation levels at comparable manufacturing companies; and
» historical cash and equity compensation levels,

The primary quantitative measure that the Committee considers is return on assets,
although earnings per share and revenue growth are also relevant. Qualitative factors
include the quality and progress of Perrigo’s marketing and manufacturing operations and
the success of strategic actions, such as acquisitions of lines of business or introduction
of new products.

Stock-Based Compensation

Certain designated key management employees, including the Chief Executive
Officer and other executive officers are eligible to participate in the 2003 Long-Term
Incentive Plan approved by the shareholders. Awards under this plan may be in the form
of stock options, stock appreciation rights or stock awards, including restricted shares,
performance shares, performance units and other stock unit awards. The number of
stock-based incentive awards granted to these employees is based on an evaluation of the
officer’s performance and is subject to the approval of the Committee. Options granted
under the 2003 Long-Term Incentive Plan must have an exercise price at least equal to
the fair market value of Perrigo common stock on the grant date as determined by the
Committee. The fair market value, as provided in the plan, is the average of the high
and low prices of our stock on the date of the grant. The Committee views the grant of
stock-based incentive awards pursuant to the shareholder-approved plan as an effective
incentive for executive officers to create value for shareholders since the ultimate value
of these awards is directly related to the increase in the market price of Perrigo’s
common stock.

Chief Executive Officer Compensation

David T. Gibbons, our Chief Executive Officer, is compensated in accordance with
the terms of an Employment Agreement entered into at the time of his employment in
May 2000 and amended in June 2005. A more complete description of his compensation
arrangement can be found in this proxy statement under the heading “Employment
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Agreement with Chief Executive Officer”. Mr. Gibbons’ compensation is reviewed and
adjusted annually by the independent directors based upon the same criteria used to
evaluate and determine the appropriate compensation for other executive officers. For
fiscal year 2005, Mr. Gibbons was paid a base salary of $629,776 under the terms of his
Employment Agreement, but no bonus was paid under the terms of the Management
Incentive Bonus Plan. ’

The Committee believes that the terms of Mr. Gibbons’ employment are similar to
terms granted to chief executive officers of comparable companies and are necessary to
attract and retain a chief executive officer of his stature.

Summary

The Committee carefully reviews executive compensation. After reviewing Perrigo’s
compensation programs, the Committee has concluded that the amounts paid to the
executive officers, including stock-based incentive awards, in fiscal year 2005 appropri-
ately reflect individual performance, are linked to Perrigo’s financial, operational and
market results, and are generally competitive with amounts paid to executive officers of
comparable companies.

Deductibility of Compensation

Internal Revenue Code Section 162(m) limits the deductibility by Perrigo of
compensation in excess of $1,000,000 paid to each of the Chief Executive Officer and
the next four most highly paid officers. Certain “performance based compensation™ is not
included in compensation counted for purposes of the limit. The Committee’s policy is to
establish and maintain a compensation program that will optimize the deductibility of
compensation. The Commiltee, however, reserves the right to use its judgment to
authorize compensation that may not be fully deductible where merited by the need to
respond to changing business conditions or an executive officer’s individual performance.

Judith A. Hemberger, Chair
Gary K. Kunkle, Jr.
Peter R. Formanek
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Company Performance

This graph shows a five-year comparison of cumulative total return for Perrigo with
the cumulative total returns for the Nasdagq Composite Index and the Nasdaq
Pharmaceutical Index from July 1, 2000 through June 25, 2005. Data points are, for
Perrigo, the last day of each fiscal year and, for the indices, June 30 of each year. The
last day of our fiscal year for the fiscal years 2000 through 2005 is noted in each of the
columns below. The graph assumes an investment of $100 at the beginning of the period
and the reinvestment of any dividends.
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Amendment of 2003 Long-Term Incentive Plan

The Board of Directors previously adopted the 2003 Long-Term Incentive Plan,
which was approved by our shareholders. The Board has approved an amendment of the
2003 Plan to increase the number of shares reserved for issuance under the Plan by
4,500,000 shares. The Board believes that the increase will ensure that enough shares are
available for future grants under the 2003 Plan to attract new employees and to
compensate current employees. The Board recommends that you approve the amend-
ment to the Plan.

The following summary of the 2003 Plan describes the material features of the Plan;
however, it is not complete and, therefore, you should not rely solely on it for a detailed
description of every aspect of the Plan. A copy of the Plan, as originally adopted, was
filed with the SEC as an appendix to the proxy statement for our 2003 Annual Meeting,

The Long-Term Incentive Plan Generally

The Board originally adopted the Plan in August 2003, and our sharcholders
approved it on October 28, 2003, which was the effective date of the 2003 Plan. No
awards may be granted under the 2003 Plan more than 10 years after the effective date,

Under the Plan, the Compensation Committee may grant stock-based incentives to
employees, directors and other individuals providing material services to Perrigo. Awards
under the Plan may be in the form of incentive stock options, nonstatutory stock options,
stock appreciation rights or stock awards (including restricted shares, performance
shares, performance units and other stock unit awards). We currently have approxi-
mately 5,800 employees and & non-employee directors who are eligible for awards under
the 2003 Plan, but not all eligible employees receive awards under the 2003 Plan.

Shares Available for the Plan

The 2003 Plan was adopted as a replacement for our Employee Stock Option Plan,
Non-Qualified Stock Option Plan for Directors and Restricted Stock Plan for Directors.
No further awards were made under those plans after the effective date of the 2003
Plan, and the remaining shares available for issuance under those plans became available
for issuance under the 2003 Plan.

The number of shares of common stock initially reserved for issuance under the
Plan was 2,500,000, plus an additional 1,719,000 shares of common stock that remained
reserved for issuance under the Employee Stock Option Plan, Non-Qualified Stock
Option Plan for Directors and Restricted Stock Plan for Directors on the effective date
of the 2003 Plan. If approved by our shareholders, an additional 4,500,000 shares will be
reserved for issuance under the 2003 Plan.

As of September 2, 2005, there were 2,879,000 shares remaining available for
issuance. If any award under the 2003 Plan expires or is terminated on or after the
effective date of the 2003 Plan without the issuance of the shares, then the shares
subject to the award will be added to the shares available for issuance under the 2003
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Plan. As of September 2, 2005, there were 1,551,581 shares underlying outstanding
awards under the 2003 Plan.

In addition, awards that are outstanding under the Employee Stock Option Plan, the
Non-Qualified Stock Option Plan for Directors and the Restricted Stock Plan for
Directors that are cancelled, forfeited or otherwise settled without the delivery of shares
on or after the effective date of the 2003 Plan are available for awards under the 2003
Plan.

The number of shares that may be issued with respect to awards under the Plan to
any one participant in a calendar year may not exceed 400,000 shares.

The number of shares that can be issued and the number of shares subject to
outstanding awards may be adjusted in the event of a stock split, stock dividend,
recapitalization or other similar event affecting the number of shares of Perrigo’s
outstanding common stock. In that event, the Compensation Committee also may make
appropriate adjustments to any stock appreciation rights, restricted stock or performance
units outstanding under the Plan.

Plan Administration

The Compensation Committee administers the Plan. Subject to the specific
provisions of the Plan, the Committee determines award eligibility, timing and the type,
amount and terms of the awards. The Committee also interprets the Plan, establishes
rules and regulations under the Plan and makes all other determinations necessary or
advisable for the Plan’s administration.

Stock Options

Options under the Plan may be either “incentive stock options,” as defined under
the tax laws, or nonstatutory stock options; however, only employees may be granted
incentive stock options. The per share exercise price may not be less than the fair
market value of Perrigo common stock on the date the option is granted. The
Compensation Committee may specify any period of time following the date of grant
during which options are exercisable, but the period cannot be longer than 10 years for
incentive stock options. Incentive stock options are subject to additional limitations
relating to such things as employment status, minimum exercise price, length of exercise
period, maximum value of the stock underlying the options and a required holding period
for stock received upon exercise of the option.

Upon exercise, the option holder may pay the exercise price in several ways. Ile or
she may pay in cash, in previously acquired shares or, if permitted by the Committee,
other consideration having a fair market value equal to the exercise price, or through a
combination of the foregoing.

Except for adjustments to effect stock splits, stock dividends, recapitalizations or
similar events, in no event shall the purchase price of an option be decreased after the
grant date or surrendered in consideration of a new option grant with a lower exercise
price without shareholder approval.
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Stock Appreciation Rights

A stock appreciation right allows its holder to receive payment from us equal to the
amount by which the fair market value of a share of Perrigo common stock exceeds the
grant price of the right on the exercise date. The grant price may not be less than the
fair market value of Perrigo common stock on the grant date of the right.

Under the Plan, the Compensation Committee can grant the rights in conjunction
with the awarding of stock options or on a stand-alone basis. If the Committee grants a
right with an option award, then the holder can exercise the rights at any time during
the life of the related option, but the exercise will proportionately reduce the number of
his or her related stock options. The holder can exercise stand-alone stock appreciation
rights during the period determined by the Compensation Committee. Upon the exercise
of a stock appreciation right, the holder receives cash, shares of Perrigo common stock
or other property, or a combination thereof, in the discretion of the Committee.

Restricted Shares

Restricted shares refers to shares of Perrigo common stock that are subject to a risk
of forfeiture or other restrictions on ownership for a certain period of time. During the
restricted period, the holder of restricted shares may not sell or otherwise transfer the
shares, but he or she may vote the shares and may be entitled to any dividend or other
distributions if determined by the Committee. The restricted shares become freely
transferable when the restriction period expires.

Performance Shares and Performance Units

A performance share is a right to receive shares of Perrigo common stock or
equivalent value in the future, contingent on the achievement of performance or other
objectives during a specified period. A performance unit represents an award valued by
reference to property other than shares of Perrigo common stock, as designated by the
Compensation Committee, contingent on the achievement of performance or other
objectives during a specified period:

The Compensation Committee sets the terms and conditions of each award,
including the performance goals that its holder must attain and the various percentages
of performance unit value to be paid out upon full or partial attainment of those goals.
The Committee also determines whether the goals have been satisfied and the form of
payment, which may be in cash, Perrigo common stock, other property or a combination
thereof. Payment may be made in a lump sum or in installments, as determined by the
Committee.

Other Stock Unit Awards

An “other stock unit award” refers to any award, other than an option, stock
appreciation right, restricted stock, performance share or performance unit, that is valued
in whole or part by reference to shares of Perrigo common stock. The Compensation
Committee determines the terms and conditions of other stock unit awards, including
whether such awards are payable in cash, shares of Perrigo common stock or other
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property. If the other stock unit award is a right to purchase shares of Perrigo common
stock, the purchase price of such shares cannot be less than the fair market value of the
shares on the date the Committee awards the purchase right.

Termination of Employment

The Plan provides that upon a participant’s death, disability or retirement, all
outstanding awards immediately vest, and stock options and stock appreciation rights
may be exercised by the participant, or his or her estate, beneficiary or conservator in the
case of death or disability, at any time prior to their stated expiration dates. If the
participant’s employment is terminated involuntarily for economic reasons, for example,
restructurings, dispositions or layoffs, as determined in the discretion of the Compensa-
tion Committee, he or she may exercise any vested options or stock appreciation rights
until the earlier of 24 months after the termination date or the expiration date of the
options or stock appreciation rights. Unvested options, stock appreciation rights and
restricted shares that are scheduled to vest during the 24 month period following the
termination date will continue to vest as if the participant had continued to perform
services during the 24 month period. Those not scheduled to vest during the 24 month
period are forfeited on the termination date. If a participant’s termination date is for
cause, all outstanding awards are forfeited. In all other terminations, unvested awards are
forfeited on the termination date and the participant may exercise his or her vested
options and stock appreciation rights during the three-month period after the
termination, but not later than the expiration date of the option or stock appreciation
right. In certain circumstances, the Plan provides for extended exercisability when a
participant dies following termination.

Change in Control

Regardless of the vesting requirements that otherwise apply to an award under the
Plan, all outstanding awards vest upon a change in control of Perrigo. Generally, a
change in control is defined in the Plan to mean (1) the ownership of 50% or more of
Perrigo common stock by a person who was not a shareholder on the daie the Plan was
initially adopted and (2) a change in Board composition so that a majority of the Board
is comprised of individuals who are neither incumbent members nor their nominees.

Performance-Based Awards

The Compensation Commitice may designate any award of restricted shares,
performance shares, performance units or other stock unit awards as “performance-based
compensation” for purposes of Section 162{m) of the Internal Revenue Code. These
awards will be conditioned on the achicvement of one or more performance measures
based on one or any combination of the following, as selected by the Committee:
specified levels of earnings per share from continuing operations, funds from operations,
operating income, revenues, gross margin, return on operating assets, refurn on equity,
economic value added, share price appreciation, total sharcholder return (measured in
terms of share price appreciation and dividend growth}, or cost control of Perrigo or of a
division or affiliate of Perrigo that employs the participant.
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Transferability

The recipient of an award under the Plan generally may not pledge, assign, sell or
otherwise transfer his or her stock options, stock appreciation rights, restricted shares or
performance units other than by will or by the laws of descent and distribution. The
Compensation Committee, however, may establish rules and procedures to allow
participants in the Plan to transfer nonstatutory stock options to immediate family

members or to certain trusts or partnerships.

Outstanding Options

We cannot determine the number of shares that may be acquired under stock
options that will be awarded under the Plan, On Sepiember 2, 2005, the last reported
sale price of Perrigo common stock on the Nasdaqg National Market was $14.75 per
share. As of September 2, 2005, options had been granted under the 2003 Plan to

purchase the number of shares shown below:

Name Number of Shares

David T. Gibbons 100,000
Chairman of the Board, President and Chief Executive Officer

Moshe Arkin —
Yice Chairman—Global Generics & API

John T. Hendrickson 427222
Executive Vice President, General Manager—Perrigo Consumer Healthcare

Refael Lebel —
Executive Vice President, General Manager—Perrigo Israel

Douglas R. Schrank 40,000
Executive Vice President, Chiefl Financial Officer

Mark P. Olesnavage 35,556
Executive Vice President, General Manager—Perrige Pharmaceuticals

F. Folsom Bell 32,000
Executive Vice President, Business Development

All current executive officers 182,222

All current directors who are not executive officers —_

All employees (other than current executive officers) 849,336

Tax Consequences

The holder of an award granted under the Plan may be affected by certain federal
income tax consequences. Special rules may apply to individuals who may be subject to
Section 16(b) of the Securities Exchange Act of 1934. The following discussion of tax
consequences is based on current federal tax laws and regulations and you should not
consider it fo be a complete description of the federal income tax consequences that
apply to participants in the Plan. Accordingly, information relating to tax consequences is

qualified by reference to current tax laws.
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Incentive Stock Options. There are no federal income tax consequences associated
with the grant or exercise of an incentive stock option, so long as the holder of the
option was our employee at all times during the period beginning on the grant date and
ending on the date three months before the exercise date. The “spread” between the
exercise price and the fair market value of Perrigo common stock on the exercise date,
however, is an adjustment for purposes of the alternative minimum tax. A holder of
incentive stock options defers income tax on the stock’s appreciation until he or she sells
the shares.

Upon the sale of the shares, the holder realizes a long-term capital gain (or loss) if
he or she sells the shares at least two years after the grant date and has held them for at
least one year. The capital gain (or loss) equals the difference between the sales price
and the exercise price of the shares. If the holder disposes of the shares before the
expiration of these periods, then he or she recognizes ordinary income at the time of sale
(or other disqualifying disposition) equal to the lesser of (1) the gain he or she realized
on the sale and (2) the difference between the exercise price and the fair market value
of the shares on the exercise date. This ordinary income is treated as compensation for
tax purposes. The holder will treat any additional gain as short-term or long-term capital
gain, depending on whether he or she has held the shares for at least one year from the
exercise date. If the holder does not satisfy the employment requirement described
above, then he or she recognizes ordinary income (treated as compensation) at the time
he or she exercises the option under the tax rules applicable to the exercise of a
nonstatutory stock option. We are entitled to an income tax deduction to the extent that
an option holder realizes ordinary income.

Nonstatutory Stock Options. There are no federal income tax consequences (o us
or to the recipient of a nonstatutory stock option upon grant. Upon exercise, the option
holder recognizes ordinary income equal to the spread between the exercise price and the
fair market value of Perrigo stock on the exercise date. This ordinary income is treated
as compensation for tax purposes. The basis in shares acquired by an option holder on
exercise equals the fair market value of the shares at that time. The capital gain holding
period begins on the exercise date. We receive an income tax deduction upon the
exercise of a nonstatutory stock option in an amount equal to the spread.

Stock Appreciation Rights. There are no tax consequences associated with the
grant of stock appreciation rights that may be settled solely in shares of our common
stock. Upon exercise, the holder of such a stock appreciation right recognizes ordinary
income in the amount of the appreciation paid to him or her. This ordinary income is
treated as compensation for tax purposes. We receive a corresponding deduction in the
same amount that the holder recognizes as income.

Due to recent legislation, the taxation of stock appreciation rights that may be
settled in cash is unclear. We do not anticipate awarding any stock appreciation rights
that may be settled in cash until the Internal Revenue Service issues additional guidance
on the tax treatment of these awards.

Restricted Shares. The holder of restricted shares does not recognize any taxable
income on the shares while they are restricted. When the restrictions lapse, the holder’s
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taxable income (treated as compensation) equals the fair market value of the shares.
The holder may, however, avoid the delay in computing the amount of taxable gain by
filing with the Internal Revenue Service, within 30 days after receiving the shares, an
election to determine the amount of taxable income at the time of receipt of the
restricted shares. Generally, at the time the holder recognizes taxable income with
respect to restricted shares, we will receive a deduction in the same amount.

Performance Shares, Performance Units, and Other Stock Unit Awards. There are
no tax consequences associated with the grant of performance shares, performance units,
or other stock unit awards. The holder recognizes ordinary income (treated as
compensation) upon a payment on the performance shares, performance units or other
stock unit awards in an amount equal to the payment received, and we receive a
corresponding tax deduction.

Excise Taxes. Under certain circumstances, the accelerated vesting of an award in
connection with a change in control of Perrigo might be deemed an “excess parachute
payment” for purposes of the golden parachute tax provisions of Section 280G of the
Internal Revenue Code. To the extent the accelerated vesting is considered an excess
parachute payment, a participant in the Plan may be subject to a 20% excise tax and we
may be unable to receive a tax deduction.

Plan Amendment and Termination

Generally, the Board of Directors may amend or terminate the Plan at any time
without shareholder approval. Without shareholder approval, however, the Board may
not: (1) increase the number of shares of Perrigo stock available for issuance under the
Plan; (2) change the employees or class of employees eligible to participate in the Plan;
(3) change the minimum purchase price for any option grant below fair market value; or
(4) materially change the terms of the Plan. In addition, if any action that the Board
proposes to take will have a materially adverse effect on the rights of any participant or
beneficiary under an outstanding award, then the affected participants or beneficiaries
must consent to the action.

The Board of Directors unanimously recommends a vote FOR
the amendment to the 2003 Long-Term Incentive Plan.
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Report of the Audit Committee

The Audit Committee of the Board is responsible for monitoring: (1) Perrigo’s
accounting and financial reporting principles and policies; (2) Perrigo’s financial
statements and the independent audit thereof; (3) the qualifications, independence and
performance of Perrigo’s independent auditor; and (4) Perrigo’s internal control over
financial reporting. In particular, these responsibilities include, among other things, the
appointment and compensation of Perrigo’s independent auditors, reviewing with the
independent auditors the plan and scope of the audit of the financial statements and
internal control over financial reporting and audit fees, monitoring the adequacy of
reporting and internal controls and meeting periodically with internal auditors and the
independent auditors. All of the members of the Audit Committee are independent, as
such term is defined in Rule 4200(a) (15) of the National Association of Securities
Dealers listing standards. The Board has adopted an Audit Committee Charter, which it
reviews annually based upon input from the Committee.

In connection with the June 25, 2005 financial statements, the Audit Committee:
(1) reviewed and discussed the audited financial statements with management,
(2) discussed with the auditors the matters required to be discussed by Statement on
Auditing Standards (SAS) No. 61, as amended, and (3) received and discussed with
the auditors the written disclosures and letter from the auditors required by
Independence Standards No. 1 and has discussed with the auditors their independence.
Based upon these reviews and discussions, the Audit Committee has recommended to
the Board of Directors, and the Board of Directors has approved, that Perrigo’s audited
financial statements be included in Perrigo’s Annual Report on Form 10-K for the fiscal
year ended June 25, 2005 filed with the Securities and Exchange Commission.

THE AUDIT COMMITTEE
Laurie Brlas, Chair
Larry D. Fredricks
Herman Morris, Jr.
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Independent Accountants

BDO Seidman, LLP has been Perrigo’s independent registered public accounting
firm since 1988. The Board has engaged BDO Seidman, LLP as our independent
registered public accountants for fiscal year 2006, Representatives of BDO Seidman,
LLP will be present at the Annual Meeting and will have the opportunity to make a
statement and respond to questions.

During fiscal years 2005 and 2004, we retained BDO Seidman, LLP to perform
auditing and other services for us and paid them the following amounts for these
services:

Fiscal Year 2005 Fiscal Year 2004

Audit Fees $1,497,000 - Audit Fees $536,000

Audit-Related Fees 160,000 Audit-Related Fees 180,000

Tax Fees 52,000 Tax Fees 38,000
Total $1,709,000 Total $754,000

Audit fees in 2005 were substantially higher than in 2004 due to the acquisition of
Agis Industries (1983) Ltd. and the first time audit of Perrigo’s internal control over
financial reporting. Audit-related fees in 2005 and 2004 were for benefit plan audits and
due diligence services, and in 2004 were also for internal control review services, Tax
fees related primarily to tax compliance services.

The Audit Committec maintains a policy pursuant to which it reviews and pre-
approves audit and permitted non-audit services (including the fees and terms thereof)
to be provided by our independent auditors, subject to the de minimis exceptions for
non-audit services described in Section 10A (i) (1) (B) of the Securities Exchange Act of
1934 that are approved by the Audit Committee prior to the completion of our audit.
The Chair of the Audit Committee, or any other member or members designated by the
Audit Committee, is authorized to pre-approve non-audit services, provided that any pre-
approval shall be reported to the full Audit Committee at its next scheduled meeting, All
auditing and other services performed by our independent auditors in fiscal 2005 were
approved in accordance with the Audit Committee’s policy.

Annual Report on Form 10-K

A copy of our Annual Report on Form 10-X for the fiscal year ended June 25,
2005, including schedules, which is on file with the Securities and Exchange
Commission, is included in the Annual Report delivered with this proxy statement. If
you would like a copy of the exhibits to the Form 10-K, please contact Todd W.
Kingma, Secretary, Perrigo Company, 515 Eastern Avenue, Allegan, Michigan 49010.
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Appendix A

PERRIGO COMPANY
AUDIT COMMITTEE CHARTER

Purpose

The primary purpose of the Audit Committee is to assist the Board of Directors of
Perrigo Company (the “Company”) in fulfilling its responsibility of monitoring:

« the Company’s accounting and financial reporting principles and policies;
« the Company’s financial statements and the independent audit thereof;

« the qualifications, independence and performance of the Company’s indepen-
dent auditor;

» the qualifications and performance of the Company’s internal audit function,
including where that service is outsourced; and

+ the Company’s internal control over financial reporting.

Composition of the Audit Committee

The Audit Committee shall be comprised of af least three directors, each of whom
shall meet the independence and experience requirements of the National Association of
Securities Dealers, Inc., Section 10A(m) (3) of the Securities Exchange Act of 1934
(the “Exchange Act”) and the rules and regulations of the Securities and Exchange
Commission (“SEC”).

Accordingly, all of the members of the Audit Committee shall be directors who are
able to read and understand fundamental financial statements. In addition, at least one
member of the Audit Committee shall have past employment experience in finance or
accounting, requisite professional certification in accounting, or any other comparable
experience or background that results in financial sophistication. The Board shall
determine whether at least one member of the Audit Committee qualifies as an “audit
committee financial expert” as defined by the SEC.

Audit Committee members shall not simultaneously serve on the audit committees
of more than two other public companies.

Meetings of the Audit Committee
The Audit Committee shall:

1. meet with management four times annually (more frequently if circumstances
dictate) to discuss the annual audited financial statements and quarterly financial
results;
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2, meet separately with management, the internal auditors and the independent
auditor to discuss any matters that the Audit Committee or any of these persons
believe should be discussed privately (at least annually);

3. be permitted to request any officer or employee of the Company, the Company’s
outside counsel or independent auditor to attend a meeting of the Audit
Committee or to meet with any members of, or consultants to, the Audit
Committee; and

4. be permitted to conduct its meetings by means of a conference call or similar
communications equipment in which all persons participating in the meeting can
hear each other.

Audit Committee Authority and Responsibilities
Generally

1. The Audit Committee shall have the sole authority to appoint or replace the
Company’s independent auditor. The Audit Committee shall be directly
responsible for the compensation and oversight of the work of the independent
auditor for the purpose of preparing or issuing an audit report or related work,
including the resolution of any disagreements between management and the
independent auditor regarding financial reporting. The independent auditor is
ultimately accountable to, and shall report directly to, the Audit Committee. The
Company shall provide appropriate funding, as determined by the Audit
Committee, for payment of compensation to the independent auditor for the
purpose of rendering or issuing an audit report.

2. The Audit Committee shall maintain a policy pursuant to which it reviews and
pre-approves audit and permitted non-audit services (including the fees and
terms thereof) to be provided to the Company by the independent auditor,
subject to the de minimis exceptions for non-audit services described in
Section 10A(i) (1) (B) of the Exchange Act that are approved by the Audit
Committee prior to the completion of the audit. The Chair of the Audit
Committee, or any other member or members designated by the Audit
Committee, shall be authorized to pre-approve audit and permitted non-aundit
services, provided that any pre-approval shall be reported to the full Audit
Committee at its next scheduled meeting.

3. The Audit Committee shall have sole authority over the Company’s internal
audit function, including, but not limited to, the appointment or replacement of
outsourced services, approval of services to be rendered and approval of fees for
services, Any outsourced firm is ultimately accountable to, and shall report
directly to, the Audit Committee.

4, The Audit Committee shall prepare the report of the Audit Committee required
by the SEC to be included in the Company’s annual proxy statement.

5. The Audit Committee shall review this Charter at least annually and recommend
any changes to the full Board of Directors.
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6.

The Audit Committee shall report its activities to the full Board of Directors on
a regular basis and make such recommendations with respect to the matters
addressed in this Charter and other matters as the Audit Committee may deem
necessary or appropriate.

. The Audit Committee shall perform such other functions as assigned by law, the

Company’s Articles of Incorporation or Bylaws, or the Board.

Financial Statement and Disclosure Matters

The Audit Committee, to the extent it deems necessary or appropriate, shall:

1.

10.

review the annual audited financial statements with the independent auditor and
with Company management,

advise management and the independent auditor that they are expected to
provide to the Audit Committee a timely analysis of significant financial
reporting issues and practices;

. discuss with the independent auditor the matters required to be discussed by

Statement on Auditing Standards No. 61, as amended, relating to the conduct of
the audit;

consider any reports or communications (and management’s responses thereto)
submitted to the Audit Committee by the independent auditor;

review any disclosures made to the Audit Committee by the Company’s CEO
and CFO during the certification process for Forms 10-K and 10-Q about any
significant deficiencies in the design or operation of internal controls or material
weaknesses therein and any corrective actions taken, and any fraud involving
management or other employees who have a significant role in the Company’s
internal controls;

recommend to the Board of Directors that the audited financial statements be
included in the Company’s Annual Report on Form 10-K;

. review the form of opinion the independent auditor proposes to render to the

Board of Directors and shareholders;

inquire of management and the independent auditor regarding significant risks or
exposures and assess the steps management has taken to minimize such risks to
the Company;

. review significant changes to the Company’s auditing and accounting principles,

policies, controls, procedures and practices proposed or contemplated by the
independent auditor or management,

obtain from the independent auditor assurance that the audit was conducted in a
manner consistent with Section 10A(b) of the Exchange Act, which sets forth
certain procedures to be followed in any audit of financial statements required
under the Exchange Act; and
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11. review with the Company’s General Counsel any significant legal or regulatory
matters and compliance policies that may have a material effect on the financial
statements, including material notices to or inquiries received from governmental
agencies.

The Company’s Relationship with its Independent Auditor
The Audit Committee, fo the extent it deems necessary or appropriate, shall:

1. require that the independent auditor annually prepare and deliver a Statement
(consistent with Independence Standards Board Standard No. 1) as to their
independence and take appropriate action if the independence of the outside
auditor is in question;

2. at least annually, evaluate and report to the Board regarding the Audit
Committee’s assessment of the independent auditor’s qualifications, performance
(including the lead partner) and independence, taking into account the opinions
of management and the internal auditors and considering whether the auditor’s
quality controls are adequate and the provision of permitted non-audit services is
compatible with maintaining the auditor’s independence;

3. monitor the regular rotation of the audit partners as required by law; and
4. set clear policies compliant with applicable laws or regulations for hiring
employees or former employees of the independent auditor.
Internal Audit Function
The Audit Commitiee, to the extent it deems necessary or appropriate, shall:

1. review the budget and internal audit plan of the Company’s internal audit
function; and

2. review the progress and results of the internal audit projects.

Internal Control Over Financial Reporting

Annually, the Audit Committee shall review the report prepared by management
and attested to by the independent auditors, assessing the effectiveness of the Company’s
internal control over financial reporting and stating managements’ responsibility for
establishing and maintaining adequate internal control over financial reporting prior to its
inclusion in the Company’s annual report.

Procedures for Complaints

The Audit Committee shall establish procedures for the receipt, retention and
treatment of complaints received by the Company regarding accounting, internal
accounting controls or auditing matters, and the confidential, anonymous submission by
the Company’s employees of concerns regarding questionable accounting or auditing
matters.
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Resources and Authority of the Audit Committee

The Audit Committee shall have the resources and authority appropriate to
discharge its responsibilities, including the authority to engage independent auditors for
special audits, reviews and other procedures and to retain independent counsel and other
advisors. The Company shall provide appropriate funding, as determined by the Audit
Committee, for payment of compensation to any advisors employed by the Audit
Committee.

Limitation of the Role of the Audit Committee

The Audit Committee has the authority and responsibilities described in this
Charter. Management is responsible for the preparation, presentation and integrity of the
Company’s financial statements; maintenance of appropriate accounting and financial
reporting principles and policies; and maintenance of internal controls and procedures
designed to assure compliance with accounting standards and applicable laws and
regulations. The independent auditor is responsible for planning and carrying out proper
audits and reviews. Each member of the Audit Committee shall be entitled to rely on
(i) the integrity of those persons and organizations within the Company and outside the
Company that it receives information from and (ii) the accuracy of information provided
to the Audit Committee by such persons or organizations (absent actual knowledge to
the contrary).

This Charter was adopted August 7, 2003; amended through August 30, 2005.
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