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April 1, 2005
To Our Stockholders:

You are cordially invited to attend the 2005 Annual Meeting of Stockholders of Watson Pharmaceuticals, Inc. The meeting will be held at
the Westin South Coast Plaza Hotel located at 686 Anton Boulevard, Costa Mesa, California on Friday, May 13, 2005 at 9:00 a.m. local time.

The Secretary's Notice of Meeting and the Proxy Statement, which follow, describe the matters to come before the meeting. During the
meeting, we will also review the activities of the past year and items of general interest about the company.

We appreciate your continued interest and support as a Watson Pharmaceuticals, Inc. stockholder. We hope that you will be able to attend
the meeting in person and we look forward to seeing you. For your convenience, we are also offering a webcast of the meeting. The webcast will
be available by accessing www.watsonpharm.com shortly before the meeting time. You may also listen to a replay of the webcast on our website
beginning May 14, 2005.

Whether or not you plan to attend the annual meeting, please vote your shares: (i) by calling the toll-free telephone number on your
proxy card, (ii) via the Internet, by following the instructions on your proxy card, or (iii) by marking, dating and signing the enclosed proxy
card and returning it in the accompanying postage paid envelope as quickly as possible, even if you plan to attend the meeting. Stockholders
of record may revoke their proxy and vote in person at the annual meeting.

Sincerely,

Allen Chao, Ph.D.

Chairman of the Board,
President and Chief Executive Officer
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WATSON PHARMACEUTICALS, INC.

311 Bonnie Circle
Corona, California 92880

2005 ANNUAL MEETING OF STOCKHOLDERS

MAY 13,2005

Notice of Annual Stockholders' Meeting:

You are hereby notified that the 2005 Annual Meeting of Stockholders (the "Meeting") of Watson Pharmaceuticals, Inc. (the "Company")
will be held at the Westin South Coast Plaza Hotel, located at 686 Anton Boulevard, Costa Mesa, California at 9:00 a.m. local time, on Friday,
May 13, 2005, for the following purposes:

To elect three (3) directors to hold office until the 2008 Annual Meeting or until their respective successors are duly elected

and qualified.
2.
To approve the Amendment and Restatement of the 2001 Incentive Award Plan of Watson Pharmaceuticals, Inc.
3.
To ratify the appointment of PricewaterhouseCoopers LLP as the Company's independent auditor for the fiscal year ending
December 31, 2005.
4.

To transact such other business as may properly come before the meeting or any adjournment thereof.

The Board of Directors has fixed the close of business on March 21, 2005 as the record date for the determination of stockholders entitled
to notice of and to vote at the Meeting. Only stockholders of record at the close of business on March 21, 2005 will be entitled to notice of and to
vote at the Meeting or any adjourned meeting thereof. Your attention is directed to the attached Proxy Statement for more complete information
regarding the matters to be acted upon at the Meeting.

Whether or not you plan to attend the annual meeting, please vote your shares: (i) by calling the toll-free telephone number on your
proxy card, (ii) via the Internet, by following the instructions on your proxy card, or (iii) by marking, dating and signing the enclosed proxy
card and returning it in the accompanying postage paid envelope as quickly as possible, even if you plan to attend the meeting. Stockholders
of record may revoke their proxy and vote in person at the annual meeting.

By Order of the Board of Directors

David A. Buchen,
Secretary

Corona, California
April 1, 2005
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WATSON PHARMACEUTICALS, INC.
311 Bonnie Circle
Corona, California 92880
2005 ANNUAL MEETING OF STOCKHOLDERS
MAY 13,2005

PROXY STATEMENT

General

This Proxy Statement and the accompanying proxy are furnished to stockholders of Watson Pharmaceuticals, Inc. ("Watson" or the
"Company") in connection with the solicitation of proxies by the Company's Board of Directors for use at the 2005 Annual Meeting of
Stockholders (the "Meeting") to be held at the Westin South Coast Plaza Hotel, located at 686 Anton Boulevard, Costa Mesa, California at
9:00 a.m. local time on May 13, 2005 for the purposes set forth in the accompanying Notice of Annual Stockholders' Meeting. This Proxy
Statement, the enclosed form of proxy, and the Company's 2004 Annual Report to Stockholders are being mailed to stockholders on or about
April 4, 2005.

Stockholders of record at the close of business on March 21, 2005 (the "record date") are entitled to notice of and to vote at the Meeting. On
such date, there were outstanding 110,133,372 shares of the Company's common stock, par value $.0033 per share (the "Common Stock"). In
deciding all questions, each holder of Common Stock shall be entitled to one vote, in person or by proxy, for each share held on the record date.

VOTING RIGHTS AND SOLICITATION OF PROXIES

All expenses incurred in the solicitation of proxies will be borne by the Company. In addition to the use of the mail, proxies may be
solicited on behalf of the Company by directors, officers and employees of the Company, who will receive no additional consideration for such
services. Brokers, custodians, nominees and other stockholders of record will forward copies of the proxy and other soliciting materials to
persons for whom they hold shares of Common Stock and to request authority for the exercise of proxies. In such cases, the Company, upon the
request of the stockholders of record, will reimburse brokers, custodians and nominees for their reasonable expenses.

Votes cast by proxy or in person at the Meeting will be tabulated by the election inspector appointed for the Meeting who will determine
whether or not a quorum is present. The presence, in person or by proxy, of the holders of a majority of Common Stock outstanding and entitled
to vote at a meeting of stockholders is necessary in order to constitute a quorum for the conduct of business at the Meeting. If a proxy is received
but marked abstention or if a broker indicates on the proxy that it does not have discretionary authority as to certain shares to vote on a particular
matter and has not been instructed on how to vote (i.e. "broker non-votes"), those shares will be considered as present and entitled to vote for
purposes of determining the presence of a quorum.

A properly executed proxy will be voted in the manner directed by the stockholder submitting the proxy. If no direction is made, such
proxy will be voted FOR the election of all nominees named under the caption "Election of Directors" as set forth therein as directors of the
Company, FOR the approval of the amendment and restatement of the 2001 Incentive Award Plan of Watson Pharmaceuticals, Inc. and FOR
the ratification of the appointment of PricewaterhouseCoopers LLP as independent auditor. A stockholder of record may revoke his or her proxy

in one of three ways at any time before the proxy is voted at the Meeting. First, the stockholder may send a notice in writing to the Secretary of
the




Edgar Filing: WATSON PHARMACEUTICALS INC - Form DEF 14A

Company revoking the proxy. Second, the stockholder may attend the Meeting in person and vote. Third, the stockholder may execute a proxy
with a later date and deliver it to the Secretary of the Company before the voting at the Meeting.

As of the date of this Proxy Statement, the Board of Directors knows of no other business that will be presented for consideration at the
Meeting. However, if other proper matters are presented at the Meeting, it is the intention of the proxy holders named in the enclosed form of
proxy to take such actions as shall be in accordance with their best judgment.

If your shares are registered in the name of a bank or brokerage firm, you may be eligible to vote your shares electronically over the
Internet or by telephone. A large number of banks and brokerage firms are participating in the ADP Investor Communication Services online
program. This program provides eligible stockholders who receive a paper copy of the Annual Report and Proxy Statement the opportunity to
vote via the Internet or by telephone. If your bank or brokerage firm is participating in ADP's program, your voting form will provide
instructions. The Internet and telephone voting facilities will close at 6:00 a.m. PDT on May 13, 2005. Stockholders who vote through the
Internet or telephone should be aware that they may incur costs to access the Internet, such as usage charges from telephone companies or
Internet service providers, and that these costs must be borne by the stockholder. Stockholders who vote by Internet or telephone need not return
a proxy card by mail. If your voting form does not reference Internet or telephone information, please complete and return the paper Proxy in the
self-addressed postage paid envelope provided. In addition, persons who hold their shares through a bank or brokerage firm may revoke their
proxy and/or attend the meeting in person and vote by following the requirements of their bank or broker.

In an effort to reduce printing costs and postage fees, we have adopted a practice approved by the Securities and Exchange Commission
called "householding." Under this practice, stockholders of record who have the same address and last name and do not participate in the
electronic delivery of proxy materials will receive only one copy of our proxy materials, unless one or more of these stockholders notifies us that
he or she wishes to continue receiving individual copies. Stockholders who participate in householding will continue to receive separate proxy
cards. If you share an address with another stockholder and prefer to receive separate copies of our proxy materials, please mail your request to
Watson Pharmaceuticals, Inc., Investor Relations, 311 Bonnie Circle, Corona, California 92880.

PROPOSAL NO.1 ELECTION OF DIRECTORS

The Company's Articles of Incorporation provide that the Board of Directors will be divided into three classes. One class is elected each
year for a three-year term, expiring at the Company's annual meeting of stockholders. At the Meeting, three directors, who will comprise the
Class I directors, are to be elected to serve until the 2008 annual meeting or until their successors are duly elected and qualified. Directors will
be elected by a favorable vote of a plurality of the shares of Common Stock present and entitled to vote, in person or by proxy, at the Meeting.
Accordingly, abstentions will not affect the outcome of the election of directors. In addition, the election of directors is a matter on which a
broker or other nominee has discretionary voting authority, and thus broker non-votes will not result from this proposal. Based upon the
recommendation of the Nominating and Corporate Governance Committee, the Board of Directors has nominated the following three current
directors of the Company for election as Class I directors: Michael J. Fedida, Albert F. Hummel and Catherine Klema. Messrs. Fedida and
Hummel were elected by the stockholders to their present term. Ms. Klema was appointed in March 2004 to fill a vacancy on the Board and was
recommended to the Nominating and Corporate Governance Committee by Andrew Turner, Chairman of the Nominating and Corporate
Governance Committee. The Class II directors, Ronald R. Taylor, Andrew L. Turner and Jack Michelson are scheduled to serve as directors
until the 2006 Annual Meeting. The Class III directors: Allen Chao, Ph.D., Michel J. Feldman and Fred G. Weiss are scheduled to serve as
directors until the 2007 Annual Meeting. There are no vacant positions on the Board of Directors.
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Information about the nominees for director and our directors, whose term of office will continue after the Meeting, is set forth in the
following paragraphs and is based on information provided to the Company as of March 21, 2005.

Nominees for Election at the Meeting:

Michael J. Fedida Director since 1995

Michael J. Fedida, age 57, a registered
pharmacist, has served for the past fifteen
years as an officer and director of several
retail pharmacies wholly or partially owned
by him, including J&J Saint Michael's
Pharmacy from 2005 to present; J&J
Pharmacy and Classic Pharmacy from 1987
to present; Perfect Pharmacy from 1980 to
2000; and Phoster Pharmacy from 1985 to
2000. Mr. Fedida served on the Board of
Directors of Circa Pharmaceuticals, Inc.
("Circa"), from 1988 to 1995, at which time
Circa was acquired by the Company. Mr.
Fedida has been a Director of Bradley
Pharmaceuticals, Inc., a specialty
pharmaceutical company, since April 2004.

Albert F. Hummel Director since 1986

Albert F. Hummel, age 60, has been a
director of the Company since March 1986,
except for a period from July 1991 to
October 1991. Mr. Hummel has served as a
partner in Affordable Residential
Communities, a property management firm,
since January 1994. Additionally, Mr.
Hummel has been President of Pentech
Pharmaceuticals, Inc., a development stage
pharmaceutical company, since July 1998.

Catherine M. Klema Director since 2004

Catherine M. Klema, age 46, has been a
director of the Company since March 2004.
Ms. Klema is currently President of
Nettleton Advisors LLC, a consulting firm
established by Ms. Klema in 2001. Ms.
Klema served as Managing Director,
Healthcare Investment Banking at SG
Cowen Securities from 1997 to 2001. While
at SG Cowen, Ms. Klema had advised the
Company on investment banking matters.
Ms. Klema also served as Managing
Director, Healthcare Investment Banking at
Furman Selz LLC from 1994 until 1997,
and was employed by Lehman Brothers
from 1987 until 1994. Ms. Klema has been
a Director of Pharmaceutical Product
Development, Inc., a biotechnology
development services company, since 2000.
The Board of Directors knows of no reason why any of the foregoing nominees will be unavailable to serve, but in the event of any such
unavailability, the proxies received will be voted for such substitute nominees as the Board of Directors may recommend.
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The Board of Directors Recommends a Vote FOR the Election of All Nominees.

3
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Directors Whose Terms Expire In 2006:

Jack Michelson Director since 2002

Jack Michelson, age 70, has been a
director of the Company since February
11, 2002 and was a consultant to the
Company from February 2001 to June
2003. Mr. Michelson served as an officer
of G.D. Searle & Co., a pharmaceutical
company, for twenty-four years, of which
Mr. Michelson was Corporate Vice
President and President, Technical
Operations from 1993 to 2001; Senior
Vice President of Technical Operations
from 1981 to 1993; and Vice President of
Production and Engineering from 1977 to
1981.

Ronald R. Taylor Director since 1994

Ronald R. Taylor, age 57, has been
President of Tamarack Bay, LLC, a
private consulting firm, since 2001. Mr.
Taylor has been a director of Westcoast
Hospitality Corporation, a hotel operating
company, since 1998 and a director of
ResMed Inc., a medical device
manufacturer, since 2005. Mr. Taylor was
a limited partner of Enterprise Partners
Venture Capital ("Enterprise Capital"), a
venture capital firm, from April 2001 until
September 2002, and was formerly a
general partner of Enterprise Capital from
April 1998 to March 2001. Mr. Taylor is a
limited partner of several Enterprise
Partners funds. Mr. Taylor was also a
consultant to Cardinal Health, Inc., a
provider of healthcare products and
services, from May 1996 to May 2002.

Andrew L. Turner Director since 1997

Andrew L. Turner, age 58, currently
serves as Chairman of the Board of
EnduraCare Therapy Management, Inc.
(formerly known as EnduraCare, LLC), a
provider of rehabilitation and therapy
management services founded by Mr.
Turner in 2000. Mr. Turner has also been a
director of The Sports Club Company,
Inc., an upscale workout company, since
September 1994. From 1989 until August
2000, Mr. Turner served as Chairman of
the Board and Chief Executive Officer of
Sun Healthcare Group, Inc., a health care
services provider.

Directors whose Terms Expire at the 2007 Meeting:

Allen Chao, Ph.D.

Director since 1985

10
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Allen Chao, Ph.D., age 59, a co-founder of Watson, has been our Chief Executive Officer since 1985,
Chairman since May 1996 and President since November 2004. Dr. Chao also served as our President from
February 1998 to October 2002. Dr. Chao serves on the Board of Directors of Somerset Pharmaceuticals, Inc.,
a research and development pharmaceutical company, which is fifty percent owned by Watson. He also serves
on the Board of Directors of Accuray, Inc., a developer of medical devices for the treatment of cancers.

4
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Michel J. Feldman Director since 1985

Michel J. Feldman, age 62, is a member of
the law firm of Seyfarth Shaw LLP, where
he has practiced since October 2003.
Previously, Mr. Feldman was a member of
the law firm of D'Ancona & Pflaum LLC,
where he practiced from June 1991 to
October 2003. Effective October 2003,
Seyfarth Shaw LLP merged with D'Ancona
& Pflaum LLC. From time to time, Seyfarth
Shaw LLP provides legal services to the
Company. Mr. Feldman also served as the
Secretary of the Company from 1995 to
1998 and Acting Secretary and Interim
General Counsel from May 2002 to
November 2002.

Fred G. Weiss Director since 2000

Fred G. Weiss, age 63, has been the
managing director of FGW Associates, Inc.,
a consulting firm, since 1997. Mr. Weiss
served as Vice President, Planning,
Investment and Development of
Warner-Lambert from 1983 to 1996 and
prior to that served as Vice President and
Treasurer of Warner-Lambert from 1979 to
1983, where he was involved in both
strategic planning and corporate
development. Mr. Weiss is also an
Independent Chairman of the Board and
Audit Committee of numerous Merrill
Lynch-sponsored mutual funds. Mr. Weiss
is also a director and Chairman of the Audit
Committee of BTG International, plc, a
London Stock Exchange traded company.
Board Independence

On an annual basis the Board of Directors reviews the independence of all directors and affirmatively makes a determination as to the
independence of each director. The Board of Directors has determined that a majority of its directors has no direct or indirect material
relationship with the Company (other than as a director of the Company) and such directors are independent within the meaning of the
independence standards promulgated by the Securities and Exchange Commission ("SEC") and the New York Stock Exchange ("NYSE").
Specifically, in January 2005, the Board determined, based on the NYSE standards for independence, that Michael Fedida, Albert Hummel,
Catherine Klema, Jack Michelson, Ronald Taylor, Andrew Turner and Fred Weiss, or seven out of the nine directors, had no material
relationship with the Company and are independent directors. In March 2005, the Board adopted categorical standards for determining director
independence, and reconfirmed the independence of each such director under the categorical standards. Dr. Chao and Mr. Feldman were
determined to be not independent. Dr. Chao was determined to be not independent, in part, because he is the Company's President and Chief
Executive Officer and Dr. David Hsia, the Company's Senior Vice President, Scientific Affairs, is Dr. Chao's brother-in-law. Mr. Feldman
served as the Company's interim general counsel from May 2002 through November 2002. Even though employment in an interim position does
not disqualify a director from being considered independent following that employment under the standards, the Board has, nevertheless,
designated Mr. Feldman as "not independent" as a matter of good corporate practice. A copy of the Company's Director Independence Standards
is attached hereto as Appendix A.

Executive Sessions

We schedule regular executive sessions in which non-management directors meet without management participation. The Chairman of the
Nominating and Corporate Governance Committee presides at these meetings.

12
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Communications with the Board of Directors

Any stockholder wishing to contact the Board of Directors, the presiding director of the non-management director meetings, or any other
individual director may do so in writing by sending a letter to:

Chairman, Nominating and Corporate Governance Committee
c/o Corporate Secretary

Watson Pharmaceuticals, Inc.

311 Bonnie Circle

Corona, CA 92880

Our Corporate Secretary reviews all such written correspondence and regularly forwards to the Board of Directors a summary of all
correspondence and copies of correspondence that, in the opinion of the Corporate Secretary, deal with the functions of the Board of Directors or
its committees, or that the Corporate Secretary otherwise determines requires Board attention.

Director Nomination Process

The Nominating and Corporate Governance Committee considers director candidates from diverse sources, including suggestions from
stockholders. The Nominating and Corporate Governance Committee looks for candidates who (a) bring not only direct experience, but also a
variety of experience and background, both professionally and personally, (b) will represent the balanced, best interests of the stockholders as a
whole rather than special interest groups or constituencies, and (c) have a reputation for integrity and satisfy the independence requirements of
the New York Stock Exchange and applicable law. The Nominating and Corporate Governance Committee's goal is to have a diverse, balanced
and engaged board whose members possess the skills and background necessary to ensure that stockholder value is maximized in a manner
consistent with all legal requirements and the highest ethical standards. The Nominating and Corporate Governance Committee's Charter and the

Company's Corporate Governance Guidelines, which are published on our website at http://www.watsonpharm.com under the Investors section,
set forth in further detail the criteria that guide the Committee in assessing potential candidates for the Board of Directors.

The Nominating and Corporate Governance Committee initially evaluates a candidate for nomination to the Board based on information
supplied by the party recommending the candidate and any additional public information that may be available. If the initial evaluation is
favorable, the Nominating and Corporate Governance Committee gathers additional information on the candidate's qualifications, availability,
probable level of interest and any potential conflicts of interest. If the subsequent evaluation is also favorable, the Nominating and Corporate
Governance Committee contacts the candidate directly to better determine each party's level of interest in pursuing the candidacy and checks the
candidate's references. If the candidate and the Nominating and Corporate Governance Committee establish a mutual interest in pursuing the
candidacy, the Committee makes a final recommendation to the Board to nominate the candidate for election by the stockholders (or to select the
candidate to fill a vacancy, as applicable). The Nominating and Corporate Governance Committee employs the same process for evaluating all
candidates, including those properly submitted by stockholders.

Stockholders wishing to nominate a director candidate may do so by sending the candidate's name, biographical information and
qualifications, together with a consent in writing signed by the recommended nominee that he or she is willing to be considered as a nominee
and, if nominated and elected, he or she will serve as a director, to the Chair of the Nominating and Corporate Governance Committee in care of
the Corporate Secretary, Watson Pharmaceuticals, Inc., 311 Bonnie Circle, Corona, California 92880. The submission of a recommendation by a
stockholder in compliance with these procedures does not guarantee the selection of the stockholder's candidate or the inclusion of the

6

14



Edgar Filing: WATSON PHARMACEUTICALS INC - Form DEF 14A

candidate in the Company's proxy statement; however, the Nominating and Corporate Governance Committee will consider any such candidate
in accordance with the procedures and guidelines as described above and as set forth in the Charter of our Nominating and Corporate
Governance Committee and in our Corporate Governance Guidelines. From time to time, the Nominating and Corporate Governance Committee
may engage a third party for a fee to assist in identifying potential director candidates.

Board Meetings

The Board of Directors held fifteen meetings during the fiscal year ended December 31, 2004. Each director attended at least 75% of all
Board of Directors and applicable Committee meetings. The Company does not have a policy with regard to board members' attendance at
annual meetings. All members of the board attended the Company's 2004 Annual Meeting.

Committee Meetings

The Board of Directors has created four committees: the Audit Committee, the Compensation Committee, the Nominating and Corporate
Governance Committee, and the Regulatory Compliance Committee. The Board of Directors has adopted a charter for each of the four
committees. The current Audit Committee charter, which was revised in March 2004, was included as an appendix to the Company's proxy
statement sent to stockholders in connection with the annual meeting of stockholders held May 17, 2004. The charters for each committee and

other materials related to corporate governance are available under the Investors section of our Web site at http://www.watsonpharm.com. A
copy is also available to stockholders upon request sent to Investor Relations at Watson Pharmaceuticals, Inc., 311 Bonnie Circle, Corona, CA
92880.

The Audit Committee

The Company has an Audit Committee composed of Ronald R. Taylor, Andrew L. Turner and Fred G. Weiss. Mr. Weiss serves as the
Chairman of the Audit Committee. All of the members of the Audit Committee have been determined by the Board of Directors to be
"independent" and meet the independence requirements of the NYSE listing standards and the rules and regulations of the SEC. At least one
member must be an "audit committee financial expert” and have accounting or related financial management expertise as required by the SEC
and the NYSE, respectively. The Board of Directors has determined that all of the current members of the Audit Committee satisfy the
requirements of a "financial expert" within the meaning of the SEC rules, and have accounting or related financial management expertise
required under the NYSE listing standards. The functions of the Audit Committee and its activities during fiscal 2004 are described below under
the heading "Report of the Audit Committee." The Audit Committee is directly responsible for the engagement, compensation and oversight of
the work of the independent auditor (including resolution of disagreements between management and the independent auditor regarding
financial reporting) for the purpose of preparing or issuing an audit report or related work. During the fiscal year ended December 31, 2004, the
Audit Committee met six times.

The Board of Directors and Audit Committee will take appropriate action, including reviewing and reassessing the adequacy of the Audit
Committee charter annually and periodically, as appropriate, and as conditions dictate.

The Compensation Committee

The Company has a Compensation Committee composed of Michael J. Fedida, Ronald R. Taylor and Fred G. Weiss. Mr. Taylor serves as
the Chairman of the Compensation Committee. All of the members of the Compensation Committee have been determined by the Board of
Directors to be

15
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"independent" and meet the independence requirements of the NYSE listing standards. The primary purpose of the Compensation Committee is
to review, approve and evaluate director and senior executive compensation plans, policies and programs for the Company. The Compensation
Committee met seven times and executed one unanimous written consent in lieu of meetings during the fiscal year ended December 31, 2004.

The Nominating and Corporate Governance Committee

The Company has a Nominating and Corporate Governance Committee composed of Ronald R. Taylor, Andrew L. Turner and Fred G.
Weiss. Mr. Turner serves as the Chairman of the Nominating and Corporate Governance Committee. All of the members of the Nominating and
Corporate Governance Committee have been determined by the Board of Directors to be "independent" and meet the independence requirements
of the NYSE listing standards. The key functions of the Nominating and Corporate Governance Committee are to identify and present qualified
candidates to the Board of Directors for election or reelection as directors of the Board and Board of Directors' committees, ensure that the size
and composition of the Board of Directors, its committees, and the Company's Charter and Bylaws are structured in a way that best serves the
Company's practices and objectives, develop and recommend to the Board of Directors a set of corporate governance guidelines and principles
and periodically review and recommend changes to such guidelines and principles as deemed appropriate, and oversee the evaluation of the
Board of Directors and senior management. The Nominating and Corporate Governance Committee met twice during the fiscal year ended
December 31, 2004.

The Regulatory Compliance Committee

The Company has a Regulatory Compliance Committee composed of Albert F. Hummel, Michel J. Feldman and Jack Michelson.
Mr. Michelson serves as the Chairman of the Regulatory and Compliance Committee. The primary purpose of the Regulatory Compliance
Committee is to assist the Board of Directors with the Board's oversight responsibilities regarding the Company's compliance with applicable
legal and regulatory requirements related to product safety and quality and environmental, health and safety matters. The Regulatory
Compliance Committee met three times during the fiscal year ended December 31, 2004.

Corporate Governance

The Board of Directors of the Company has adopted Corporate Governance Guidelines. The guidelines address the make-up and
functioning of the Board of Directors and its committees, which include determining director independence, criteria for Board membership, and
authority to retain independent advisors.

The Board of Directors has also adopted a Code of Conduct. The Code of Conduct applies to all of our Board members and all of our
officers and employees. The code sets forth and summarizes certain policies of the Company related to legal compliance and ethical business
practices. The code is intended to comply with the standards set forth in Section 303A.10 of the New York Stock Exchange's Listed Company
Manual and SEC rules and regulations. Any amendments to, or waivers from, provisions of the Code of Conduct that apply to our directors or
executive officers, including our Chief Executive Officer and Chief Financial Officer and persons performing similar functions, will be promptly

posted on our Web site at http://www.watsonpharm.com.

You can find links to the Corporate Governance Guidelines and the Code of Conduct and other materials under the Investors section of our

Web site at http://www.watsonpharm.com. A copy is also available to stockholders upon request sent to Investor Relations at Watson
Pharmaceuticals, Inc., 311 Bonnie Circle, Corona, CA 92880.
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DIRECTORS' COMPENSATION

All members of the Board of Directors who are not full-time employees of the Company received a director's fee of $40,000 for 2004. In
addition, in 2004 directors were paid $1,500 for each Board of Directors' meeting personally attended and $500 for each meeting attended
telephonically. Directors were also paid $1,000 for each Committee meeting personally attended and $500 for each Committee meeting attended
telephonically. Additionally, the Chairman of each of the Compensation Committee, the Regulatory Compliance Committee and the Nominating
and Corporate Governance Committee received an annual fee of $5,000. The Chairman of the Audit Committee received an annual fee of
$8,000. All directors were reimbursed for expenses incurred in connection with attending Board of Directors and Committee meetings. Michel J.
Feldman's law firm receives his director's fees.

Following last year's annual stockholders' meeting of the Company, each non-employee director elected or re-elected at such meeting,
received non-statutory options to purchase 10,000 shares of the Common Stock multiplied by the number of years for which such director was
elected or re-elected (the "Grants"). The purchase price is equal to 100% of the fair market value of the Common Stock on the date of the option
grant. The Grants become exercisable at a rate of 10,000 shares after the completion of each full year of the director's elected term. The
following table sets forth the options granted under the Company's 2001 Incentive Award Plan, as amended (the "Incentive Award Plan"), to
non-employee directors of the Company from January 1, 2004 to December 31, 2004:

Number of Shares

Underlying Options Exercise Price Date
Name Granted Per Share of Grant
Catherine M. Klema 11,700(1) $ 44.1400 3/26/2004
Michel J. Feldman 30,000(2)$ 36.5700 5/17/2004
Fred G. Weiss 30,000(2)$ 36.5700 5/17/2004

ey
Catherine Klema was appointed to fill a vacancy on the Board in March 2004. The options were granted to Ms. Klema for serving a
partial term on the Board.

@

Reflects the amount of 10,000 shares for each year of the three-year term to which the director was elected.

SECTION 16(a) BENEFICIAL OWNERSHIP
REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), requires the Company's directors and officers, and
persons who own more than 10% of a registered class of the Company's equity securities to file with the SEC reports of ownership and changes
in ownership of Common Stock and other equity securities of the Company. Officers, directors and greater-than-10% stockholders are required
by SEC regulations to furnish the Company with copies of all Section 16(a) forms they file.

Based solely on review of the copies of such reports furnished to the Company or written representations that no other reports were
required, the Company believes that during the 2004 fiscal year all filing requirements applicable to its officers, directors and greater-than-10%
beneficial owners were complied with and timely filed.

BENEFICIAL OWNERSHIP OF STOCKHOLDERS,
DIRECTORS AND EXECUTIVE OFFICERS

The following table sets forth, as of March 21, 2005, the name, address (where required) and beneficial ownership of each person
(including any "group” as defined in Section 13(d)(3) of the
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Exchange Act) known by the Company to be the beneficial owner of more than 5% of the Company's Common Stock, and the amount of
Common Stock beneficially owned by each of the directors and Named Executive Officers (as defined under "Executive Compensation") of the
Company, and by all directors and executive officers (including Named Executive Officers) of the Company as a group:

Percent
Amount and Nature of of
Name of Beneficial Owner Beneficial Ownership(1) Class
Wellington Management Company, LLP
75 State Street
Boston, MA 02109 11,796,482(2) 10.71%
Directors and Named Executive Officers:
Allen Chao, Ph.D 4,845,212(3) 4.40%
Michael J. Fedida 80,000(4) *
Michel J. Feldman 71,000(5) &
Albert F. Hummel 511,846(6) *
Catherine M. Klema 11,700(4) &
Jack Michelson 32,000(4) *
Ronald R. Taylor 50,000(4) &
Andrew L. Turner 50,000(4) *
Fred G. Weiss 51,000(7) &
David A. Buchen 80,550(4) *
Charles D. Ebert, Ph.D 181,128(8) o
David C. Hsia, Ph.D 1,973,382(9) 1.79%
Charles P. Slacik 56,500(10) .
All current directors and executive officers of the Company (16 persons) 8,102,435(11) 7.36%

Represents less than 1%

ey
Unless otherwise indicated in the footnotes to this table and pursuant to applicable community property laws, the Company believes
the persons named in this table have sole voting and investment power with respect to all shares of Common Stock reflected in this
table. As of March 21, 2005, 110,133,372 shares of Common Stock were issued and outstanding.

2
According to a Schedule 13G filed with the SEC on February 14, 2005 by Wellington Management Company, LLP ("WMC"), an
investment adviser and the parent holding company of Wellington Trust Company, NA ("WTC"), a bank. WMC is deemed to be the
beneficial owner of 11,796,482 shares, which are held of record by clients of WMC. Such Schedule 13G discloses that of the
11,796,482 shares held by WMC, WMC has sole power to dispose of all 11,796,482 shares held by it, has sole power to vote none of
such shares and has shared power to vote 7,924,474 of such shares.

3
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Represents 1,180,000 shares of Common Stock subject to options exercisable within 60 days of March 21, 2005, 1,418,661 shares of
Common Stock held by Allen Chao Interests, Ltd., a partnership in which Dr. Chao is a controlling partner, 959,083 shares of
Common Stock held by

10
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MAL Investment Company, a corporation of which Dr. Chao is a controlling stockholder, 899,968 shares of Common Stock held by
the Allen Chao and Lee Hwa Chao Family Trust, and 387,500 shares of Common Stock held by Dr. Chao.

Represents shares of Common Stock subject to options exercisable within 60 days of March 21, 2005.

Represents 70,000 shares of Common Stock subject to options exercisable within 60 days of March 21, 2005 and 1,000 shares of
Common Stock held by Ercelle Feldman, the wife of Michel J. Feldman, for which Mr. Feldman disclaims beneficial ownership.

Represents 100,000 shares of Common Stock subject to options exercisable within 60 days of March 21, 2005 and 147,846 shares of
Common Stock held by Mr. Hummel. Mr. Hummel's exercisable options include options to purchase 264,000 shares of Common
Stock, which Mr. Hummel acquired from Dr. Alec Keith (a former director of the Company).

Represents 50,000 shares of Common Stock subject to options exercisable within 60 days of March 21, 2005 and 1,000 shares of
Common Stock held by Mr. Weiss.

Represents 180,747 shares of Common Stock subject to options exercisable within 60 days of March 21, 2005 and 381 shares of
Common Stock held by Dr. Ebert.

Represents 90,100 shares of Common Stock subject to options exercisable within 60 days of March 21, 2005, 1,024,218 shares of
Common Stock held by Hsia Interests, Ltd., a partnership in which Dr. Hsia is a general partner, 759,064 shares of Common Stock
held by Hsia Family Trust, 40,000 shares held by CRT Trust, and 60,000 shares of Common Stock held by Dr. Hsia.

Represents 40,000 shares of Common Stock subject to options exercisable within 60 days of March 21, 2005 and 16,500 shares of
Common Stock held by Mr. Slacik.

See footnotes (1)-(10). Includes 2,306,347 options exercisable within 60 days of March 21, 2005.

11
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EXECUTIVE COMPENSATION

The following table sets forth certain information regarding the annual and long-term compensation for services rendered to the Company
in all capacities for the fiscal years ended December 31, 2004, 2003 and 2002 of those persons who were, at December 31, 2004 (i) the chief
executive officer, (ii) the other four most highly compensated executive officers whose annual salary and bonuses exceeded $100,000 who were
serving as executive officers at the end of the 2004 fiscal year, and (iii) any other executive officer who would have qualified under sections
(1) or (ii) of this paragraph but for the fact that the individual was not serving as an executive officer of the Company at the end of the 2004 fiscal
year (collectively, the "Named Executive Officers").

SUMMARY COMPENSATION TABLE

Long-Term
Compensation
Awards
Annual Compensation
Securities
Underlying All Other

Name and Principal Position Year Salary Bonus(8) Options Compensation
Allen Chao, Ph.D 2004 $ 937,695 $ 0 200,000 $ 20,126
Chairman of the Board, President 2003 890,000 970,000 100,000 18,727
and Chief Executive Officer(1)(2)(3) 2002 889,750 650,000 200,000 18,392
David A. Buchen 2004 $ 322,708 $ 38,604 17,000 $ 9,176
Senior Vice President, 2003 275,000 107,811 8,000 8,113
General Counsel and Secretary(1)(2)(3)(4)

Charles D. Ebert, Ph.D 2004 $ 369,861 $ 36,762 17,000 $ 10,948
Senior Vice President, 2003 365,817 130,734 8,000 10,638
Research and Development(1)(2)(3)(5) 2002 324,303 69,324 20,000 42,213
David C. Hsia, Ph.D 2004 $ 278,892 $ 27,553 16,000 $ 14,394
Senior Vice President, 2003 268,313 98,289 8,000 11,674
Scientific Affairs(1)(2) 2002 247,089 48,534 10,000 10,478
Joseph C. Papa 2004 $ 541,876 $ 0 40,000 $ 2,096,797
President and Chief 2003 567,208 342,839 40,000 15,545
Operating Officer(1)(2) 2002 496,035 262,000 120,000 9,070
Charles P. Slacik 2004 458,654 50,400 20,000 32,450
Executive Vice President 2003 294,231 140,937 100,000 37,008

and Chief Financial Officer (1)(2)(6)

6]

For 2004, perquisites have been excluded. The aggregate value of these perquisites did not exceed the lesser of $50,000 or 10% of the
total amount of salary and bonus for any Named Executive Officer. Salary for 2004 includes cash paid in lieu of vacation to the
Named Executive Officers (except for Dr. Hsia) as follows: Dr. Chao, $17,692; Mr. Buchen, $5,155; Dr. Ebert, $15,845; Mr. Papa,
$24,514; and Mr. Slacik, $8,654. All Other Compensation for 2004 includes: (i) contributions under the Company's 401(k) plan as
follows: Dr. Chao, $14,846; Mr. Buchen, $8,451; Dr. Ebert, $8,996; Dr. Hsia, $10,272; Mr. Papa, $11,440; and Mr. Slacik, $12,323;
and (ii) group life insurance coverage as follows: Dr. Chao, $5,280; Mr. Buchen, $725; Dr. Ebert, $1,952; Dr. Hsia, $4,122; Mr. Papa,
$1,612; and Mr. Slacik, $2,391. All Other Compensation paid to Mr. Papa also includes $2,083,745 in severance pay.

@

Dr. Chao, Mr. Buchen, Dr. Ebert, Dr. Hsia and Mr. Slacik have entered into employment agreements with the Company. Please refer
to "Employment Agreements" below for details. Mr. Papa resigned from his position as President and Chief Operating Officer of the

Company effective November 19, 2004.
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Dr. Chao, Dr. Ebert and Mr. Buchen all serve on the Board of Directors of Somerset Pharmaceuticals, Inc., a joint venture which has
been 50% owned by the Company since 1995. Any fees paid to Drs. Chao and Ebert and Mr. Buchen for serving on the Board of
Somerset were not paid by the Company and, therefore, have not been included in the Summary Compensation Table.

Mr. Buchen was designated an Executive Officer of the Company effective May 19, 2003.

All Other Compensation paid to Dr. Ebert in 2002 includes $32,828 for relocation expenses.

Mr. Slacik became an executive officer of the Company effective May 5, 2003. All Other Compensation paid to Mr. Slacik in 2004
and 2003 includes $17,736 and $36,007, respectively, for relocation expenses.

Bonuses are paid after the end of the year based on performance for that year (e.g. 2004 bonus reflects amounts earned for 2004
performance).

12
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Employment Agreements

The Company has entered into employment agreements with each of the Named Executive Officers. Mr. Papa's employment agreement
with the Company was terminated effective November 19, 2004. Each of the agreements provides for an annual base salary and eligibility to
receive a bonus. The target bonus, if granted, for each of Mr. Buchen, Dr. Ebert and Mr. Slacik is 25%, 30% and 40% of his annual base salary,
respectively. Pursuant to the employment agreements, annual increases to base salary and determination of bonuses are at the discretion of the
Compensation Committee or the Chief Executive Officer of the Company, as appropriate. Furthermore, stock options may be granted at the
discretion of the Compensation Committee and in accordance with the Company's policies regarding stock option grants. Dr. Chao's annual
salary and bonuses and stock option grants, if any, are determined by the Compensation Committee. (See "Report of the Compensation
Committee on Executive Compensation").

Each Named Executive Officer's employment may be terminated at any time with or without cause, or by reason of death or disability, or
each Named Executive Officer may voluntarily resign at any time with or without good reason. In the event of termination of employment
without cause, or if the Named Executive Officer resigns for good reason, the Company will provide Named Executive Officer with severance
compensation and benefits (the "Severance Benefits"). Severance Benefits consist of: (a) a lump sum severance payment, subject to standard
withholdings or deductions, in an amount equal to the sum of: (i) twenty-four (24) months of Named Executive Officer's then base salary; and
(i1) two times Named Executive Officer's target bonus to be earned for the year in which termination occurs or two times the bonus amount paid
to the Named Executive Officer in the prior year, whichever is greater; (b) continued group health insurance benefits (e.g., medical, dental,
vision, etc.) for Named Executive Officer and Named Executive Officer's eligible dependents for a period of up to eighteen (18) months under
COBRA, and if Named Executive Officer is not covered under the Company's group health insurance plan at the end of eighteen (18) months,
the Company will use its best efforts to provide Named Executive Officer and Named Executive Officer's eligible dependents with comparable
health insurance coverage for an additional period of up to six (6) months, but the Company shall not be obligated to pay more than one hundred
fifty percent (150%) of the cost of COBRA coverage for such comparable coverage; provided, however, that in any event the Company's
obligation to provide any health benefits pursuant to this sentence ends when Named Executive Officer becomes eligible for health insurance
with a new employer; and (c) outplacement services for one year with a nationally recognized service selected by the Company. In the event of a
change of control of the Company and if Named Executive Officer is terminated without cause or Named Executive Officer resigns for good
reason within ninety (90) days prior to or twenty-four (24) months following such change of control, the Company will provide to Named
Executive Officer the Severance Benefits and any unvested options held by Named Executive Officer will become one hundred percent (100%)
vested and immediately exercisable as of the date of termination. The Named Executive Officer is also entitled to receive a gross-up payment on
any payments made to the Named Executive Officer that are subject to the excise tax imposed by Section 4999 of the Internal Revenue Code
(the "Code").

13
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The following table sets forth certain information concerning individual grants of stock options made during the year ended December 31,
2004 to each Named Executive Officer of the Company:

Option Grants During 2004(1)

Potential Realizable
Value at Assumed
% of :I‘otal Annual Rates of Stock
Number of Options Price Appreciation
Shares Granted to for Option Term(3)
Underlying Employees Exercise or
Options in Fiscal Base Price Expiration
Name Granted Year(2) Per Share Date 5% 10%
Allen Chao, Ph.D. 200,000 9.1001% $ 46.5100 2/02/2014 5,849,978 14,824,992
David A. Buchen 17,000 0.7735% $ 26.1400 8/09/2014 279,468 708,227
Charles D. Ebert, Ph.D. 17,000 0.7735% $ 26.1400 8/09/2014 279,468 708,227
David C. Hsia, Ph.D. 16,000 0.7280% $ 26.1400 8/09/2014 263,029 666,567
Joseph C. Papa 40,000 1.8200% $ 26.1400 8/09/2014 657,572 1,666,417
Charles P. Slacik 20,000 0.9100% $ 26.1400 8/09/2014 328,786 833,209

ey

The options have a 10-year term. The exercise price of the options granted is equal to the fair market value of the Company's Common
Stock on the date of grant. The options vest by one-fifth each year beginning on the first anniversary of the grant date, therefore,
becoming 100% vested on the fifth anniversary of the date of grant.

@)

Based on approximately 2,197,790 options granted by the Company during the year ended December 31, 2004 to employees of the
Company, including the Named Executive Officers.

3

The assumed annual rates of stock price appreciation of 5% and 10% are set by the SEC's rules and are not intended as a forecast of
possible future appreciation in stock prices. There is no assurance provided to any executive officer or any other holder of the
Company's securities that the actual stock price appreciation over the ten year option term will be at the assumed 5% and 10% levels
or at any other defined level. Unless the market price of the Common Stock appreciates over the option period, no value will be
realized from the option grants made to the Named Executive Officers.

14
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Option Exercises and Fiscal Year-End Values
The following table sets forth certain information with respect to each Named Executive Officer concerning the exercise of options during

the fiscal year ended December 31, 2004, as well as unexercised options held as of the end of such fiscal year:

Aggregated Option Exercises in Last Fiscal Year
and Fiscal Year End Option Values

Number of Securities Value of Unexercised
Underlying Unexercised In-the-Money
Options at Options at
December 31, 2004 December 31, 2004(2)
Shares
Acquired On Value
Name Exercise Realized(1) Exercisable Unexercisable Exercisable Unexercisable
Allen Chao, Ph.D. 100,000 $ 3,512,000 1,240,000 460,000 $ 7,836,300 $ 845,200
David A. Buchen 0 $ 0 77,250 54,500 $ 153,810 $ 221,780
Charles D. Ebert, Ph.D. 0 3 0 178,747 46,400 $ 248,480 $ 190,310
David C. Hsia, Ph.D. 200,000 $ 3,359,000 90,100 35400 $ 385,490 $ 145,180
Joseph C. Papa 138,000 $ 443,920 0 (U 0o $ 0
Charles P. Slacik 0 $ 0 20,000 100,000 $ 77,200 $ 442,200

ey
Determined by calculating the spread between the fair market value of the Common Stock on the date of exercise and the exercise
price of the options.

@

Based on the closing sales price of the Common Stock ($32.81) on the New York Stock Exchange on December 31, 2004, minus the
exercise price of the in-the-money option, multiplied by the number of shares to which the in-the-money option relates.

The following table sets forth information regarding outstanding options and shares reserved for future issuance under the equity
compensation plans as of December 31, 2004:

Equity Compensation Plan Information

As of December 31, 2004
Number of securities
remaining available
for future issuance
under equity
Number of securities to Weighted-average compensation plans
be issued upon exercise exercise price of (excluding securities
of outstanding options, outstanding options, reflected in
warrants and rights warrants and rights column (a))
Plan category (a) (b) (c)
Equity compensation plans approved by
security holders(1) 12,086,509 $ 36.0516 5,471,196
Equity compensation plans not approved by
security holders 0 $ 0 0
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Number of securities
remaining available
for future issuance
under equity

Number of securities to Weighted-average compensation plans
be issued upon exercise exercise price of (excluding securities
of outstanding options, outstanding options, reflected in
warrants and rights warrants and rights column (a))
Plan category (a) (b) (c)
Total 12,086,509 $ 36.0516 5,471,196(2)

ey
Based on the Company's 1991 Stock Option Plan, 1995 Non-Employee Directors' Stock Option Plan and the 2001 Incentive Award

Plan.

@

Represents shares available for issuance under the Company's 2001 Incentive Award Plan and the 1995 Non-Employee Directors'
Stock Option Plan. The 1995 Non-Employee Directors' Stock Option Plan expired in February 2005. No Securities were issued under

the 1995 Non-Employee Directors' Stock Option Plan after December 31, 2004.
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PROPOSAL NO.2 AMENDMENT AND RESTATEMENT
OF THE 2001 INCENTIVE AWARD PLAN

General

In 2001, the Company's stockholders approved the adoption of the Company's 2001 Incentive Award Plan (the "Incentive Plan"). The
Incentive Plan was subsequently amended effective as of May 16, 2001, May 19, 2003 and August 4, 2003. The Board of Directors has adopted,
subject to stockholder approval, an amendment to the Incentive Plan in the form of the Amendment and Restatement of the 2001 Incentive
Award Plan of Watson Pharmaceuticals, Inc. (the "Amended and Restated Plan"), which provides for the grant of certain additional types of
awards to eligible employees, consultants and directors. The Amended and Restated Plan will become effective on the date it is approved by the
stockholders.

The main objective of the Amended and Restated Plan is to provide incentives to enable the Company to strengthen its competitive ability
to attract, retain, motivate and reward employees, consultants and directors (collectively, "participants") by utilizing a variety of equity-based
incentives. As of March 21, 2005, there were 4,870,066 shares remaining available for grant or issuance under the Amended and Restated Plan.
The Amended and Restated Plan is not subject to the provisions of ERISA, and is not a qualified plan under Section 401(a) of the Internal
Revenue Code of 1986, as amended (the "Code").

The Incentive Plan was amended and restated in part to:

expand the types of awards available to include restricted stock awards, stock appreciation rights, dividend equivalents,
restricted stock unit awards, deferred stock awards and stock payment awards;

add specified performance criteria and provide that awards may be granted, become exercisable or be distributable upon the
achievement of performance targets based on the performance criteria; and

add provisions incorporating the requirements of Section 409A of the Code that are applicable to awards treated as
non-qualified deferred compensation.

The Amended and Restated Plan does not increase the aggregate number of shares of Common Sto