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STATEMENT OF CLAIM

TO THE DEFENDANTS

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the Plaintiff.
The claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario iawyer acting for
you must prepare a statement of defence in Form 18A prescribed by the Rules of Civil
Procedure, serve it on the Plaintiff's lawyer or, where the Plaintiff does not have a lawyer, serve
it on the Plaintiff, and file it, with proof of service, in this court office, WITHIN TWENTY DAYS
after this statement of clairm is served on you, if you are served in Ontario.

if you are served in another province or territory of Canada or in the United States of
America, the period for serving and filing your statement of defence is forty days. If you are
served outside Canada and the United States of America, the period is sixty days.

Instead of serving and filing a statement of defence, you may serve and file a notice of
intent to defend in Form 18B prescribed by the Rules of Civil Procedure. This will entitle you to
ten more days within which to serve and file your statement of defence.

IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE GIVEN
AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. [F YOU
WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY LEGAL FEES, LEGAL
AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID OFFICE.



IF YOU PAY THE PLAINTIFF'S CLAIM, and $500.00 for costs, within the time for
serving and filing your statement of defence, you may move to have this proceeding dismissed
by the court. [f you believe the amount claimed for costs is excessive, you may pay the
Plaintiff's claim and $400.00 for costs and have the costs assessed by the court.
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CLAIM

The Plaintiff claims, on its behalf and on behalf of all class members in Canada:

(a)

(b}

(c)

(d)

(e)

(f)

an Order certifying this action as a class proceeding and appointing the Plaintiff

as representative Plaintiff;

damages, in the amount of $100,000,000.00, for misrepresentation and for
breaches of 5. 134 of the Securities Act, R.8.0. 19980, c. 8.5, and ss. 36 and 52

of the Competition Act, R.S. 1985, ¢. C-34;

class-wide punitive and exemplary damages in the amount of $5,000,000.00;

pre-judgment interest in the amount of 10% compounded annually or as

otherwise awarded pursuant to the Courts of Justfice Act, R.8.0. 1990, c. C.43;

costs of this action on a substantial indemnity basis, including G.S.T.; and

such further and other relief as to this Honourabie Court may seem just.

PARTIES

The Plaintiff, Canadian Commercial Workers Industry Pension Plan ("CCWIPP"), is

Canada's largest multi-employer pension plan, covering employees of many different

employers in all ten provinces. CCWIPP has a regisiered office located in Toronto,

Ontario.

The Defendant, Biovail Corporation ("Biovail"), is a corporation incorporated pursuant to

the laws of the province of Ontario, with its head office at 7150 Mississauga Road,

Mississauga, Ontario, LSN 8M5, At all material times, the common shares of Biovail



were traded publicly and were listed on the Toronto Stock Exchange ("TSX") and the

New York Stock Exchange ("NYSE").

At all material times, the Defendant, Eugene N. Melnyk ("Melnyk™), was Chairman and
Chief Executive Officer of Biovail. Melnyk had direct involvement in the daily activities of
Biovail and participated in the preparation and dissemination of Biovail's communications
to the public, including, but not limited to, Biovail's press releases and financial

statements.

At all material times, the Defendant, Brian H. Crombie ("Crombie"™), was Chief Financial
Officer and Senior Vice President of Biovail. Crombie had direct involvement in the daily
activities of Biovail and participated in the preparation and dissemination of Biovail's
communications to the public, including, but not limited to, Biovail's press releases and

financial statements.

At all material times, the Defendant, John R. Miszuk {"Miszuk"), was Vice President,
Controller and Assistant Secretary of Biovail. Miszuk had direct involvement in the daily
activities of Biovail and pariicipated in the preparation and dissemination of Biovail's
communications to the public, including, but not limited to, Biovail's press releases and

financial statements.

At all material times, the Defendani, Kenneth G. Howling ("Howling™), was Vice
President of Finance of Biovail. Howling had direct involvement in the daily activities of
Biovall and participated in the presentation and dissemination of Biovail's
communications to the public, including, but not limited to, Biovail's press releases and

financiai statements,
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The Defendants Melnyk, Crombie, Miszuk and Howling are collectively referred to herein
as the "Individual Defendants.” The Individual Defendants, because of their positions
within Biovail, possessed the power and authority to control the contents of Biovail's
quarterly reports, press releases and presentations to securities analysts, money and
portfolio managers and institutional investors. Each Individual Defendant was provided
with copies of Biovail's reports and press releases alleged herein to be misleading prior
to or shortly after their issuance and had the ability and opportunity to prevent their

issuance or to cause them to be corrected.

Because of their positions and access to material non-public information, each of the
individual Defendants knew or ought to have known that the material facts described
herein had not been disclosed to the investing public, and that numerous of the
misrepresentations described herein were materially false and misleading at the time

they were made.

THE BUSINESS OF BIOVAIL

Biovail is a fully-integrated, pharmaceutical company engaged in the development,
manufacture, marketing, licensing and disfribution of pharmaceutical products for the
treatment of medical conditions. Biovail's products are focussed on cardiovascular
disease, central nervous system disorders and pain management. A core element of
Biovail's business strategy is the application of Biovail's advanced, proprietary delivery
technology fo drugs originally developed by other phamaceutical companies.
Essentially, Biovail reformulates existing drugs to make them easier to administer. For
example, Biovail may reformulate a drug that needs to be taken four times daily so that it

can be taken in a single daily dose. Biovail's delivery technology platforms include
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controlied-release technologies, FlashDose® (orally disintegrating tablet technology),

enhanced absorption/super bicavailable, and oral colonic drug delivery.

THE DEFENDANTS' MISREPRESENTATIONS

As set forth more particuiarly below, during the period February 7, 2003 to March 3,
2004 (the "Class Period"), the Defendants issued a series of false and/or materially
misleading statements with respect to the business, operations and financial position of

Biovail.

At all material times, Biovail's market value depended largely on two drugs, Cardizem LA
and Wellbutrin XL. Fully aware of the importance of these two key drugs, on February 7,
2003, Biovail made two critical public announcements. (Attached hereto as Exhibits "A"

and "B" are copies of two press releases issued by Biovail on February 7, 2003.)

First, Biovail announced that Cardizem LA had been approved by the United States
Food and Drug Adminisiration (the "FDA"). Second, Biovail issued projections for
upcoming sales of both Cardizem LA and Wellbutrin XL, which projections were based
entirely on the successful launches of these products. Biovaii then announced that it
would launch Cardizem LA commercially on April 2, 2003, and Wellbutrin XL in the third
quarter of 2003. Biovail's revenue projection for the Cardizem family of drugs was
US$140 million to US$200 million. These figures included internal projected sales of

Cardizem LA of US$30 million to US$100 million.

Subseguently, the Defendants repeatedly assured investors that Biovaill was making
great strides in promoting and distributing Cardizem LA, and that the launch of this
product had been a tremendous success. On April 29, 2003, Biovail issued a press
release entitled, "Biovail Reports Positive Cardizem LA Launch Results.” (Attached

hereto as Exhibit "C" is a copy of Biovail's April 29, 2003 press release.} One week
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later, on May 7. 2003, Biovail issued another press release with the headline, "Biovail's
Cardizem LA Obtains Favourable Formulary Coverage; Access to over 74 Million
Managed Care Lives." (Attached hereto as Exhibit "D" is a copy Biovail's May 7, 2003

press release.)

In advance of the launch of Cardizem LA, the Defendanis devised a plan to inflate sales
of the drug temporarily. Under this plan, called the PLACE program (Proving LA through
Clinical Experience), doctors were paid between US$1,000 and US$1,500 for every 10
to 15 prescriptions they wrote. As a result of the PLACE program, over 17,000 doctors

wrote tens of thousands of prescriptions for Cardizemn LA.

The Defendants knew or ought to have known, however, that they would be unable to

meet their sales projections for Cardizem LA.

First, PLACE was nothing more than a temporary inducement for physicians to write
prescriptions for Cardizem LA. Once the PLACE program ended, many of the
prescribing physicians ceased to prescribe Cardizem LA, as they had no financial
incentive to do so. Accordingly, the number of prescriptions fell dramatically. The
PLACE program was billed by Biovail as a clinical experience program aimed at
developing meaningful, scientific data for Cardizem LA. In reality, however, no
meaningful, scientific data was generated by PLACE, and no significant client base for
Cardizem LA was established. Biovail nevertheless touted the launch of Cardizem LA
as a tremendous success based in large part on the number of prescriptions that were

written through the PLACE program.

Second, at the time the defendants issued their initial projections for Cardizem LA,
Biovail was experiencing severe problems manufacturing Cardizem LA and could not

generate sufficient quantities of the drug to support the projected launch. Specifically,
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the Defendants knew or ought to have known that the maximum sales of Cardizem LA
that Biovail could support in 2003 was US350 million (actual 2003 sales were US$47.7

million).

The Defendants' scheme quickly fell apart. In the third guarter of 2003, Cardizem LA
generated a mere US$6.2 million in revenues, resulting in Biovail missing its earning
projections by tens of millions of dollars. Rather than admit that their initial sales
projections were unattainable and/or unsustainable, which admission would have
adversely affected Biovail's stock price, the Defendants elected fo conceal the root

causes of Biovail's earnings shortfall.

On October 1, 2003, just after the close of the third quarier, a Biovail truck was involved
in a multi-car accident that resulted in eight deaths and fifteen hospitalizations. Although
the truck contained little or minimal stocks of Biovail's new drug, Wellbutrin XL, the
Defendants falsely stated to the public that the truck held approximately US$15 million to
US$20 million worth of Wellbutrin XL stocks, and that the value of the medication on the
truck would have to be eliminated from its third quarter 2003 revenues forecast. The
Defendants further announced that, as a result of the accident and two other
circumstances unrelated to the unsuccessful launch of Cardizem LA (including a
fictitious backorder of Cardizem CD), Biovail would miss analysts' earnings expectations
for that quarter. (Attached hereto as Exhibit "E" is a copy of a press release issued by

Biovail on October 3, 2003.)

The market quickly reacted to the Defendants’ announcement. Biovail's stock price on
the TSX dropped from $50.60 per share on October 2, 2003 fo $41.80 on October 3,
2003, a decrease of over 17%. Within days of the announcement, at least one analyst

questioned the veracity of Biovail's statements about the amount of Wellbutrin XL on
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board the truck, but the Defendants denied and continued to deny throughout the Class
Period that they had grossly over-stated the quantity of Wellbutrin stocks lost in the

aforesaid truck accident.

The Defendants issued other false and misleading statements with respect to facts that
would have alerted investors to the unreasonableness of Biovail's initial Cardizem LA
projections. When the Defendant, Melnyk, was asked whether or not he had pledged
any of his Biovail stock for personal loans, he answered in the negative, despite the fact
that he had indeed pledged his Biovail stock against two personal lines of credit, totalling
US§72 million. Biovail also specifically denied that it was the subject of an investigation
by the Ontario Securities Commission ("OSC"), despite the fact that an investigation into
suspicious trading in Biovail stock had been commenced by that regulatory agency.
This false statement caused the OSC to take the extraordinary step of publicly
announcing its investigation into Biovail in order to ensure there was no

misunderstanding among investors as to the true facts.

On March 3, 2004, Biovail announced that its fourth quarter and full year, 2003 financial
results had once again fallen far short of its revised earnings guidance, which had just
been reduced on October 30, 2003. (Attached hereto as Exhibit "F" is a copy a press
release issued by Biovail on October 30, 2003.) At this time, Biovail also finally admitied
that the value of Wellbutrin XL involved in the October 1, 2003 accident was a mere
US$5 million, and that the unexplained backorder of Cardizem CD, the second
justification for Biovail's failure to meet earnings, had never actually existed. (Attached

hereto as Exhibit "G" is a copy of a press release issued by Biovail on March 3, 2004.)

In May 2004, the true reason for Biovail's large shortfall in the third quarter of 2003 was

revealed: the projected biockbuster sales of Cardizem LA had never actually developed.
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in Biovail's 2003 Annual Report, issued on May 14, 2004, Biovail finally admitted that
sales of Cardizem LA in the third quarter amounted to only US$6.2 million, tens of
millions of dollars lower than Biovail had projected. (Atftached hereto as Exhibit "H" is a

copy of Biovail's 2003 Annual Report.)

As a result of the Defendants' misrepresentations, Biovail's stock price dropped from an
artificial high of $67.75 per share (reached during the Class Period) to $24.26 per share,
following Biovail's release of its fourth quarter and full year financial resuits for 2003 on

March 3, 2004.

DEFENDANTS' TRADES DURING THE CLASS PERIOD

During the Class Period, while he knew or ocught to have known that Biovail's February
7. 2003, Cardizem LA and Wellbutrin XL projections were unreasonable and
unattainable, and that the other misrepresentations described herein were false and/or
materially misleading, the Defendant Melnyk sold 3,120,000 shares of Biovail stock for

aggregate proceeds of US$62,870,000.

Defendants Crombie, Miszuk and Howling had each borrowed money from Biovail to
purchase shares of Biovail. If Biovail's stock price declined below the price at which they
had originally purchased the stock, they would each take a loss and be forced to repay
the loan with personal funds because the sale of the stock would no longer cover the
principal of the loan. As of April 30, 2003, Crombie, Miszuk and Howling had each
borrowed approximately US$2,034,000.00 to purchase 44,020 shares each of Biovail
stock. They therefore had a substantial interest in the price of Biovail's stock. Following
the collapse of Biovail's stock price in October of 2003, it was necessary for Melnyk to
give personal loans to Crombie, Miszuk and Howling so that they could satisfy their

obligations to Biovail.

10
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THE DEFENDANTS' LIABILITY

The Defendants knew or ought to have known that the 2003 projections issued on
February 7, 2003 were unreasonable and unattainable, especially the revenue
projections with respect to Cardizem LA. The Defendants Melnyk, Miszuk and Crombie
attended meetings in which Biovail's team responsible for the launch and sales of
Cardizem LA specifically told them that revenues of Cardizem LA in 2003 would not

exceed US$50 million.

Biovail's financial projections also had no reasonable basis because the projections did
not reflect Biovail's true view of future product sales. Rather, the Defendants set sales

targets based on the dollar figures needed to achieve analysts earning expectations.

The Individual Defendants knew or ought to have known that Biovail had severe
problems manufacturing Cardizem LA in the beginning of 2003 and that, as a result,

Biovail did not have sufficient product to conduct a successful launch of Cardizem LA.

After Biovail issued unreasonable and unattainable projections on February 7, 2003, the
individual Defendants made repeated misrepresentations in connection with Biovail's
earnings and financial position. On October 30, 2003, the Defendant Melnyk concealed
the fact that he had pledged Biovail shares as collateral for personal lines of credit in the

amount of US$72 million.

The Individual Defendants also made misrepresentations about the supposed Cardizem
CD backorder of $20 million in the second and third quarters of 2003. Following both
quarters, they claimed that revenue would have been US$20 million higher had the
manufacturer of Cardizem CD, Aventis, supplied Biovail with the product. In a fourth
quarter 2003 earnings conference call on March 3, 2004, the Defendant Melnyk admitted

that the backorder simply did not exist.

11



33.

34.

3.

36.

The Defendants also misrepresented the Wellbutrin XL trucking accident referred to
above. The Defendants Meinyk and Crombie claimed in the October 3, 2003 conference
call that Biovail had lost revenues of about US$15-20 million. Five months later, Biovail
admitted that the amount of lost revenue was only US$5 million. The Defendants
Melnyk and Crombie knew or ought to have known exactly how much product was in the

truck.

The Defendant Howling made misrepresentations about the OSC investigation into
suspicious trading activity in Biovail stock prior to Biovail's earnings announcement on
October 3, 2003 and October 30, 2003. The Defendant Howling specifically fold the
media on February 20, 2004 that there was no investigation. The same day, in response
to Howling's statement, the OSC issued a statement confirming it was indeed

investigating suspicious trades of Biovail stock.

By virtue of their position of authority and responsibility within Biovail, each of the
Individual Defendants had a duty, at law and under the provisions of the Securities Act,
R.S.0. 1990, c. S.5, to disseminate promptly, or to ensure the prompt dissemination of,
truthful, complete and accurate statements regarding Biovail's business and affairs, and
promptly to correct previously-issued, materially inaccurate information, so that the price
of Biovail's publicly-traded securities was based upon complete, accurate and fruthful

information.

At all times material to the matters complained of herein, each of the Defendants knew
or ought to have known that the misrepresentations described herein would cause the
price of Biovail's publicly traded securities to rise to, or to remain at, artificially high
levels, and that prospective purchasers of Bioviail securities would rely upon such

misrepresentations in making a decision whether {o purchase or sell Biovail securities.

12
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in direct or indirect reliance upon the Defendants’ press releases and related disclosures
described herein, the Plaintiff, CCWIPP, made numerous purchases of Biovail shares
during the Class Period: 8,200 shares at $52.93 per share on August 8, 2003; 3,100
shares at $55.09 per share on August 8, 2003; 2,200 shares at $54.85 per share on
August 11, 2003; 2,800 shares at $33.93 per share on October 8, 2003; 3,600 shares at
$35.39 per share on October 9, 2003; and 3,200 shares at $36.96 per share on October
20, 2003. The only sale of Biovail shares made by the Plaintiff during the Class Period
was for 5,200 shares at $31.42 per share on October 30, 2003. CCWIPP sustained
losses of approximately $481,000 as a result of its aforesaid trades in Biovail shares. All

such trades were effected over the TSX.

At all material times, Biovail's business and affairs were followed and pubiicly
commented upon by numerous analysts employed by major brokerages in Canada and
the United States. Numerous such analysts wrote reports that incorporated the material
elements of the press releases and other public disclosures of Biovail described herein.
Numerous such reports recommended, based in whole or in part on the
misrepresentations described herein, the purchase of Biovail's publicly-traded securities.

Such reports were distributed to the sales forces of such brokerages.

At all imes material to the matters complained of herein, Biovail's common shares were

traded on the TSX and the NYSE, both highly efficient and automated markets.

The market for Biovail's pubiicly fraded securities is an open and highly efficient market
that promptly incorporates into the price of Biovail's publicly traded securities all material

information disseminated to the public by Biovail and/or its officers and directors.

The Plaintiff states that the Plaintiff and all other persons and entities who purchased

Biovail securities during the period described herein relied directly or indirectly upon the

13
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press releases and other public disclosures of the Defendants described herein in

making a decision to purchase or otherwise acquire Biovail securities.

Further, or in the alternative, the Plaintiff states that the Plaintiff and all other persons
and entities who acquired Biovail securities during the period described herein were
damaged by the Defendants’ misrepresentations. Such misrepresentations caused the
price of Biovail securities to appreciate substantially during the period described herein,
andfor caused such securities to trade at a price substantially in excess of the price at
which such securities would have traded had Biovail's disclosures relating to its actual
and expected financial resulls been materially accurate. Had the Biovail press releases
and related disclosures described herein been matenally accurate, the Plaindiff and all
other persons and entities who acquired Biovail securities during the Class Period would

have paid less for such securities, or would not have acquired such securities at all.

The Plaintiff pleads that, by virtue of the Defendants' negligence, gross negligence and
recklessness as described herein, and the Defendants’ indifference to the rights of, and
duties owed to, the Plaintiff and persons and entities similarly situated to the Plaintiff, the
Plaintiff and such persons and entities are entitled to recover aggravated, punitive and

exemplary damages.

The Plaintiff pleads and relies upon the Class Proceedings Act, 1992, R.S.0. 1992, ¢. 6.

The Plaintiff pleads and relies upon the Negligence Act, R.S.0. 1990, c.N.1, as

amended.

The Plaintiff pleads and relies upon sections 36 and 52 of the Competition Act, R.S.C.

1985, ¢. C-34.

14
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48.

The Plaintiff pleads and relies upon Section 134 of the Securities Act, R.S.0. 1980, c.

S.5.

The Plaintiff proposes that this action be tried at the City of London, Ontario, as a

proceeding under the Class Proceedings Act, 1992.

Siskind, Cromarty, lvey & Dowler ¥
Barristers & Solicitors

680 Waterloo Street

London, ON NG6A 3V8

Charles M. Wright (LSUC # 36599Q)
A. Dimitri Lascaris (LSUC # 50074A)
Tel: (519)672-2121
Fax: (519) 672-6065

Cavalluzzo Hayes Shilton Mcintyre & Cornish LLP
Barristers & Solicitors

474 Bathurst Street, Suite 300

Toronto, ON M5T 256

Michael Wright (LSUCH# 32522T)
Simon Archer (LSUC # 46263D)
Tel: (416) 964-5545
Fax: (416) 964-5895

Solicitors for the Plaintiff
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EIOVAIL

‘Financils .
T FDA Approves Biovail's Cardizem LA for Hypertension

«Stock Watch
*Earnings Estimate TORONTO—(BUSINESS WIRE)--Feb. 7. 2003--Biovail Corporaticn
» Fundamentais {(NYSEBVF)(TSX:BVF}
= Shareholder Reperts
~Webcasts o Cardizem(R) LA "graded release” provides 24-hour blood pressure
»Reguiatory Fifings conirol
tiProduct Pipeline: o L )
TG e o Convemence and flexibility of once-daily dosing
s About Blovail oo
«Corporate Governance e Clinical wials indicate safety and tolerability even at lugher doses

=Exgculive Team
=Affiliated Companies
*Press Room

o Conference cali scheduled for 11:30 a.m. E.S.T.

e Bionall Corporation (NYSE:BVFYTSX:BVF) announced today that the U.S.
S Investor Contacts - paag ang Drug Administration {FDA) has approved Cardizem(R) LA, a new

=Analysts graded extended-release formulation of diltiazem HCI for the treatment of
=Request Invesior high blood pressure or hypertension. CardizemyR} LA - long acting —
information provides 24-hour blood pressure conlrol with a single daily dose and a

flexible dosing range from 120mg to 540mg. Cardizem{R) LA 1s the only
product labeled fo allow admimistration in either the morning or the evening.
72004 Annual Repart 0 With evening administration and the unique graded release {echnology,

" clinical tnals have shown increased reduction in blood pressure in the early
morning hours, which is when patients may be at greatest risk of significant
cardiac events.

/' Corporate Fact Shest

"Cardizern{R) LA is the first New Drug Application (NDA) product that Biovail
will launch directly to physicians using our own fully-integrated sales force in
the United States,” stated Eugene Meinyk, Chairman and CEO of Biovail.
"The mtreduction of Cardizem(R)} LA offers physicians a once daily
formulation of the compound diltiazem, a drug that is well-regarded for its
safety profile and one with a brand name that physicians have come fo know
and trust.”

Hypertension

Clinical studies indicate that morning or evening dosing of Cardizem(R) LA
provides effective 24-hour blood pressure control.

"Uncontrolied hypertension plays a significant role in the deaths of hundreds
of thousands of heart-disease patients i the U.S. each year,{1)" said Joe!
Neutel, MD, assistant climical professor, University of California at Irvine.
"With the approval of Cardizem(R} LA, we now have a proven therapy that
provides effective and safe 24-hour blood pressure control with potential
added benefits for patients with specific hypertensive risks.”

Approximately 50 million American adults — or one i3 four — have high blood
pressure, and 25 percent of these are not adequately treated. Uncontrolied
hypertension kills 430,000 Amencans each year and conlributes to the
deaths of 210,000 others.

Climcal Studies

In twe randomized, placebo-controlled clinical trials, Cardizem{R) LA
demonsirated dose-related mean reductions in trough diastolic blood
pressure {DBP) following evering administration of 120mg, 240mg, 360my
and 540mg doses when compared 1o placebo. Reductions ranged from -2.0
millimeters of mercury {mm/Hg} with the 120mg dose to -8.1mm/Hg with the
540mg dose. A similar range of morning doses showed a linear decrease in
BBP from -1.9mm Hg with 2 120mg dose to -8.6mm/Hg with 540mg. All
doses above 120mg maintained their anti-hypertensive effect for a complete
24-hour peried. Side effects at dosages up 10 540mg were similar io piacebo,

http://www.biovail.com/english/Investor%20Relations/Latest%20News/default.asp?s=1&stat... 9/20/05



Latest News

"The data demonstrate that Cardizem{R) LA delivers 24-hour biood pressure
control whether dosed in the morfung or the evening,” said Stephen Glasser,
MD, professor of epidemiciogy at the University of Minnesota, School of
Public Health. "We continue to explore the clinical significance of the blood
pressure effect of evening Cardizem{R) LA administration and have seen
favorable clinical tniat results in the treatment of angina.”

The most commonly reporied side effects with Cardizem(R} LA were
headache, edema and upper respiratory tract infection. Side effect incidence
was simnilar o placebo.

Cardizem{R) LA should not be used by patients who have abnormal heart
rhythms due to sick sinus syndrome or very slow heartbeats as & result of
second- or third-degree AV block, except in the presence of a functioning
ventricular pacemaker. Patients should also avoid Cardizemn(R) LA if they
have hypotension (less than 90mm/Hg systolic blocd pressure),
hypersensitivity to diliazem or acute myccardiat infarction and puimonary
congestion confirmed by x-ray.

Cardizem{R) LA will be launched in doses of 120mg, 180mg, 240myg, 300mg,
360mg and 420mg. Dosing up to 540mg has been approved by the FDOA and
Biovail currently has a single dose 540mg preduct under development.

Other Clinical Studies

in October of 2002, Biovail released the positive resulls from a Phase 1l
clinical trial focused on the use of Cardizem{R} LA in chromnic siable angina
pectoris. This study illusirated that significantly greater efficacy s
demonstrated in the mornng time period when dosed in the evening and that
evening dosing demonsirates efficacy 24 hours after dosing in patients with
chronic stable angina. Biovail intends to file an NDA for the trealment of
angina with the FDA based on the resuits of this study.

Three Cardizem(R) LA Phase IV clinicat siudies have beern iniliated
comparing Cardizemn(R) LA to ramipril and to amiodipine. One of these
studies involves African American patients with hypertension. A second study
involves diabetic patients with proteinuria. Both of these tnals are progressing
on scheduie. A third study, which was completed in October of 2002,
evaiuated the safety and efficacy of Cardizem({R) LA dosed at night
compared to the ACE-inhibitor ramupril alse dosed at night in patients with
stage-one and stage-two central hyperiension. Resuits of this study showed
that, versus ramipril, Cardizem(R) LA not only provided better blood pressure
control during the criical morming hours but better Blood pressure control
over a full 24 hours.

Biovail expects to launch Cardizem(R} LA commercially on April 2, 2003.
Conierence Call Details

The management of Biovail will host a conference call today at 11:30 AM
EST to discuss the clinical benefits and commercial programs refated {o
Cardizem(R} LA. During the cali, Biovail management will aiso discuss its
2003 revenue and earnings per share guidance. Following the discussion,
Biovail executives will address inguiries from invesiment analysts.

A live webcast of this call will be available through the Invesior Relations
section of the Biovail web site, www.biovail.com. To access this live call,
please dial 1-416-6840-4127 (Toronto area and Inlernational} and 1-800-814-
4853 {Toll Freel. A replay of the conference call will be availabie untii 7:00
p.m. EST on Friday February 14, 2003 by dialing 1-416-640-1917 {Toronto
area and International) or 1-877-282-8525 (Toll Free), using access code
237001 for both,

Biovail Corporation is an international full-service pharmaceutical company,
engaged in the formulation, clinical testing, registration, manufacture, sale
and promotion of pharmaceutical preducts ulilizing advanced drug delivery
technologies. More information on Biovaii Corporation can be found on
hitp/iwww . biovail.com.

"Safe Harbor" statement under the Private Securities Litigation Reform Act of
1985:

To the extent any statements made in this release contain information that is
not histarical, these statements are essentially forward looking and are
subiect to risks and uncertainties, including the difficulty of predicting FDA
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approvals, acceptance and demand for new pharmaceutical products, the
impact of competitive products and pricing, new product development and
launch, reliance on key strategic aliances, availability of raw malerais, the
regulatory enviranment, fluctuations in operating results and other nsks
detailed from time o time n the company’s filings with the Securities and
Exchange Commussion.

{1} Philadeiphiz Inquirer. Nov. 13, 2002: A01.
—-30-LR/sf*

CONTACT: Biovail Corporation
Kenneth G. Howling, 805/286-3000 {Investors)
ir@biovail.com
or
Landmark Communications
Mana MargiottalJoe Landi, 201/585-9911 (Media}
mdmargictta@gprland.com

© 2004 Biovail Corporation - Al Righis Reserved {BIO113B0602) I Privacy Policy I Discla
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« Stock Watch iovail Provides uidance
=Earnings Estimate TORONTO—-(BUSINESS WIRE)—Feb. 7, 2003-Biovail Corporation
»Fundamentals (NYSE:BVF)} (FSE:BVF)
»Shareholder Reports
~Webcasts ” » Revenues expected to grow i excess of 30%
«Regulatory Filings
Product Pipeline e Diluted earnings per share expected to grow by 30%
Ahout Biovail » Biovail's 2003 product launch expectations mciude Cardizem(R)
wCorporate Governance LA, Weilbutnn{R) XL, Teveten(R) HCT and Zowvirax(R) Cream

«Eyecutive Team

=Affiliated Companies Biovail Corporation (NYSE:BVF) {TSX:BVF) announced today its revenue
=Press Room and earnings guidance for 2003. The financial guidance presented today
continues to reflect the Company's considerable opporiunities for growth and

Inyestor Contacts its ability to capitalize on its drug delivery {echnological asset base and its

»Analysts rich pipeline,
~Request Investor
information Bigvail's annual product sales revenue by major category, research and

development revenue, royalty and co-promate revenue and total revenue for
- 2603 1s expected io graw approximately 30% and be within the following
2004 Annual Roport annual ranges:

Corporata Fact Sheet

Fanges
{$ millions)
and genexict S0 70
& narics 170 200
ceutt Canada {including Cardizem{R) €D} 75 100
rmaceuticals USAE {ex Cardizam(R)} ZiQ 280
U.8. Cardizem(R} Family (2D, 8R ang LA} 140 PAYY
fellibutrin{f) XL 5 130
Total product sales ravenuss (1 45 930
Research & development revsnues 15 25
Rovality and co-promote rovenuses g5 125
Totai Revenues {11 950 1,050
{1} Do=s not necassarily acd
Numerous factors may mpact the Company’s quarterly results including the
iiming of various product launches and the associated launch costs, the
potential erosicn of revenues related fo branded products due fo competitive
or genenc activity and in the case of Tiazac(R), the potential that this product
may be genencised al some point i 2003, Quarterly product revenue will
fikely increase throughout the year on a quarter over quarter basis due {o
{hese factors and are expected to be within the following ranges:
Fevenue Rangss 953 oz o3 Q=
{$ millionst
Product sales 135 - 186 170 - 19% 250 - 280 273 -~ 310
Basearch £ developnent 3 -3 I -5 3 -5 1 - &
Poyvalty and co-promote 3% - 45 35 - 45 5 - 34 5 - 36
Total 176 - 200 215 - Z4%  T6Q - 300 Z9D - 320
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Gross margins are forecast to be mgher in 2003 than in 2002 and are
expected io be in the range of 76% lo 78% of praduct sales revenue.
Research and development spending is forecast to be in the range of §75
million to $80 million reflecting an expected increase in clinical activity.
Selling, general and administralive expenses are expected to be in the range
of 20% to 23% (excluding amoriization expense) of total revenue for the year.
Selfing, general and administrative expenses are expected to be significantly
migher in the first two quarers of 2003 due to the launch of several products
and are expected o be lower, in percentage terms, during the second half of
2003.

Amortization expense for 2003 will vary depending on the values assigned to
certain assets the Company acquired at the end of 2002. Consistent with
prior years, the Company’s tax rate 1s expected to remain in the 7% to 8%
range.

Fully diluted earnings per share are expected o increase by 30% or more in
2003 versus 2002 and be in the range of $2.25 and §2.35. Fully diluted
earmings per share in 2004 are also expected to grow in excess of 30%
hased on continued success of anticipated product launches and a favorable
competitive market environment. On & quarterly basis, 2003 year over year
growth will likely be lower than 30% for the first two quarters versus the pror
year's applicable quarierly results due to the timing of expenses associated
with [aunching several products. Fully diluled earnings per share could be
significantly higher than 30% dunng Q3 and Q4 of 2003 depending on
numerous factors including the tinung and success of product launches, a
higher level of first half 2003 spending associated with the [aunch costs for
these products and due to the anticipated launch of Weilbutrin(R) XL m the
second half of 2003. The Coempany will not be incurning launch expenses
associated with the commercialization of Welibutnin{R) XL in the United
States as our marketing partner will be bearning thess expenses.

Quarterly fully diluted 2003 earmings per share guidance by quarteris as

follows:

o1 o2 Gz 0d
Earnings
par share $0.3% - $0.40 $0.43 - £0.5%0 30.38 - 50.88 50.70 - $0.80

For further information, please contact Ken Howling at 905/286-3000 or send
mquines to r@biovail.com.

Biovail Corporation 1s an mternational full-service pharmaceutical company,
engaged in the formulation, clinical testing, registration, manufacture, sale
and promotion of pharmaceutical products utitizing advanced drug delivery
technologies. More information on Biovail Corporation can be found on
htipfiwww. biovail.com.

“Safe Harbor” statement under the Private Securities Litigation Reform Act of
1995. To the extent any siatements made In this release contain mformation
that is not historical, these statements are essentially forward looking and are
subject to nisks and uncertainties, including the difficully of predicting FDA
approvals, acceptance and demand for new pharmaceutical products, the
impact of competitive products and pricing, new product deveiopment and
launch, reliance on key strategic alliances, availability of raw matenals, the
reguiatory environment, fluctuations in operating resulis and other risks
detailed from time to time n the company's filings with the Securities and
Exchange Commission.

~30—-El/sf* DJidcl

CONTACT: Biovall Corporation
Kenneth G. Howling, 805/285-3C00

@ 2004 Bicva# Carporation - All Rights Reserved {BIO113B0602)
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Biovail Reports Positive CardizemLA Launch Results
TORGHTO~~ |BUSINESS WIRE)--April 29, 2003--

ardizemLd Prescriptions Exceed 20,000

(el
[l
pet
1]
H
=1
fan]
3
o
H
oy
w
[
.
i
]

Biovail Corporation (NYSE:BVFY{TSX:BVF) reported today on the progress of
Cardizem{R)LA {diltiazem HCD, the recently |aunched once-daily controiled
release medication for the treatment of hyperiension. Cardizem({R)LA
provides true 24-hour blood pressure coverage and delivars optimal levels of
medication in the early morning when patients may be at greater nsk of an
adverse cardiac event. Launched April 2, 2003, over 20,000 prescriptions
have been written for Cardizem{R)LA, more than 45.60C pharmacies — over
B80% of the chain and independent pharmacies in the U.S8. - now have
Cardizem{R}LA in stock and Biovail is in active negotiations with 16 of the
largest managed care orgaluzations that collectively represent more than
Q0% of total lives covered in the U.S.

Biopvail is currently executing its planned multi-phased approach to the [aunch
of Cardizem(R)LA. A clinical experience program entitled P.LAC.E. (Froving
LA through Clinicat Experience) is bemng conducied as a means of
intraducing the unique attributes of Cardizem(RILA to patients through
targeted physicians. To ensure these prescriptions are filled prior to the
completion of the retail stocking program, the prescnptions writlen dunng
Phase | were filled through select mail order pharmacies, These mail order
organizations dao not report to IMS or NDC data tracking systems. As a result,
there are 20,000 prescrnptions filled over and above the total that appears in
the IMS or NDC prescription summary data.

Phase |l of the Cardizem{R)LA launch plan began icday and a high level
retail stocking campaign has been initiaied. Product supply has been shipped
to over 45,000 pharmacies. Phase Il also involves sales force detailing of an
expanded target group of doctors, In this phase, all prescnptions will be filled
through the usual retait and mail order channels that report to IMS and NDC.

Early pregress with managed care organizations such as FBMs, HMOs and
state Medicaid programs has been exceptional. Currently, Biovail is in active
negotiations with 16 of the largest managed care organizations that
collectively represent more than 90% of total lives covered in the U.S.
Specifically, the company I1s 1n mid-to-late stage negotiations with several
large customners and expecls to enter into agreements that will provide
favorable formuiary coverage for Cardizer{R)LA. The unique clinical profile
of this product, combined with the compelling economic proposition,
continues to resonaie with the {arget customer base.

Biovait Corporation is an mtemational full-service pharmaceutical company,
engaged in the formulation, clinical testing, registration, manufacture, sale
and promotion of pharmaceutical preducts utilizing advanced drug delivery
technologies.

Far further information, please contact Ken Howling at 905-286-3000 or send
inquines to r@biovail.com.

"Safe Harbor" statement under the Private Securities Litigation
Reform Act of 1895,

To the extent any statements made in this reiease contain information that s
not historical, these statements are essentially forward looking and are

http://www.biovail.com/english/Investor%20Relations/Latest%20News/default.asp?s=1&stat... 8/24/05
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subject to nisks and uncertamties, including the difficulty of predicting FDA
approvals, acceptance and demand for new pharmaceutical products, the
impact of competitive products and pricing, new product development and
launch, reliance on key strategic alliances, availability of raw materials, the
regulatory environment, fluctuations in eperating results and other nsks
detailed from time to time in the company's filings with the Securities and
Exchange Commission,

CONTACT: Biovall Cozporatien
Ken Howling, 805/286-3000

SQURCE: Biovall Corporation

€ 2004 Biovail Corporation - All Rights Reserved (BIO 11380502} Frrracy Policy
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Biovail's Cardizem LA Obtains Favorabie Formulary Coverage; Access
to over 74 Million Managed Care Lives

TORONTO--{BUSINESS WIRE}--May 7, 2003—Biovail Corporation
(NYSE:BVF} (TSX:BVF) announced today that it has achieved favorable
formulary coverage for recently launched Cardizem{R) LA, a graded once-
daily controlied release medication for the treatment of hypertension. Biovail
has signed agreements giving Cardizem(R) LA a favorable formulary position
with a number of Pharmacy Benefils Managers (PBMs) and Managed Care
Organizations {MCOs) providing prescription healthcare services for about 74
million individuals in the United States.

In total, approximately 170 miflion individuals in the United States are
covered under some form of managed pharmacy henefit, Biovail continues ifs
negotiations with PBMs and MCOs across the United States to secure
Cardizem(R)} LA formulary status for the majority of these managed lives.

"This 1s an excelient position for Cardizem{R} LA to be in four weeks post-
tzunch,” commented Eugens Meinyk, Chairman and Chief Executive Officer,
Biovail Corporation, "The unigue climcal profile of Cardizem{R) LA and the
compeiling economic proposition it offers makes this medication a good
choice for physicians, their patients, and the managed care mdustry. The
favorabie formuiary coverage Cardizem({R) LA has achieved to date will offer
an additional opportunity for physicians to continue to choose Cardizem{R)
LA for their patients.”

MCOs offer employers comprehensive and diversified health care services
via a nelwork of Specialty and Pnmary Care physicians, hospitals and
pharmacies designed to improve the guality of healthcare while restraiming
medical inflation, PEM firms assist health plans and employers 1n managing
drug ¢osts by using formulanes, cbtainmng discount rates from retail
pharmacies, utiizing mail / home delivery, negotiating rebates from
pharmaceutical manufacturers and using intervention techniques that guide
drug usage toward more cost effective medications.

Biovail Corporation 1s an internationat full-service pharmaceutical company,
engaged in the formulation, clinical testing, registration, manufacture, sale
and promotion of pharmaceutical products utilizing advanced drug delivery
technoiogies.

For further mformation. please contact Ken Howling at 905-285-3000 or send
inquines to r@movail.com,

"Safe Harbor” statement under the Private Securities Liigation Reform Act of
15895,

To the extant any statements made n this refease contain mformation thats
not historical, these statements are essentially forward looking and are
sub|ect lo nsks and uncertamties, including the difficulty of predicting FDA
approvals, acceptance and demand for new pharmaceutical products, the
impact of competitive products and pricing, new product development and
faunch, reliance on key strategic alliances, availability of raw matenails, the
reguiatory enviranment, fluctuations i operating results and other nsks
detailed from time to time n the company's filings with the Securities and
Exchange Commission.

CONTACT: Biovail Corporation
Ken Howling, 903/28¢-3000
SOURCE. Biovaili Corporation

@ 2004 Biovail Corporation - All Righis Reserved {BIO113B0602) Frivacy Colicy
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Biovail Provides Guidance on 2603 Third QGuarter Resulfs

TORONTO-({BUSINESS WIRE)~-QOct. 3, 2003--Biovai Corporation
(NYSE:BVF){(TSX:BVF} announced today that while it has not compleled 2
final compilation and analysis of its 2003 third quarter, prefiminary results
indicate that revenugs will be below previously issued guidance and will be in
the range of $215 miliion to 5235 million and earmings per share of $0.35 to
%0.45 for the three months ended Seplember 30, 2003. Contributing
significantly to this unfavorable vanance was the less of revenue and income
assoctated with a significant in-transit shipment loss of Wellbutnin Xk as a
result of a traffic accident.

After lzaving Biovail's Steinbach, Manitoba manufactuning facility on
Sepiember 30, 2003, a truck carrying a matenal shipment of Welibutnin XL
was involved in a multi-vehicle traffic accident at approximaigly 4 p.m.
eastern standard time October 1, 2003 near Chicago, Hllinois. While this
product may still be salable in the future, it must first be returned for
inspection to Biovail's manufactuning facility in Maniteba to ensure it 1s still
within acceptable specifications. Revenue associated with this shipment 1s in
the range of $10 to $20 million. The manufacturing cost vaiue of this
shipment was fully insured.

As a result of numerous recent inquines, Biovaii also commentis on two
additional items assocsated with third quarter income.

Bipvail has an economic interest in the gross profits denved from the sales of
a genenc version of omeprazole. The distributor of this genenc omeprazole
product has anncunced that it will provide significant price reductions on a
retreactive bas:s to wholesalers. This distributor has alsc indicaled that it will
be fowering its financial guidance for this product given lower pricing and for
competitive reasons. Biovail's second haif 2003 financial guidance assumed
that additional competition for genenc omeprazole would senously erode the
financial benefit fo the Company's interest in the gross profits of this product.
However, since Biovail shares i a percentage of the gross profit of this
product, swgnificant credits 1ssued by the distributor during the third quarter
2003 could have a negative effect on Bigvail's participating interest of up to
%15 million 1in net income. As well, it can be anticipated that there could be a
fourth quarter 2003 negative income impact of $15 to $20 million.

Dunng the third quarter 2603, Biovail was working with Aventis, the supplier
of branded Cardizem CD product, io alieviate a back order position that
existed at the end of June 2003, Considerable progress was made in this
regard durning the third quarter 2003 and additional shipments from Aventis
were recewved in Q3 however, further shipmenis, which had been anticipaied
prior to September 30, 2003 arnived immediately following guarter-end. As a
result, hese additional shupmeants will not be inciuded in third quarter 2003
revenue as expected but will favorably impact fourth quarter 2003 revenue.
Dunng third quarter 2003, approximately half of the June 30, 2003 back order
position was alleviated however, due to continued strong saies of Cardizem
CD 360 mg and new orders for this dosage sirength, backorders have
increased io approximaiely $18 million as at September 30, 2003. We will
continue to work with Aventis to rectify this situation expeditiousiy.

Biovait management it will host a conference cail and webcast on Friday,
Cctober 3rd, 2003 at 10:30 a.m. EST for company executives to discuss
2003 third quarter earmings guidance. Following the discussion, Biovail
executives will address inguines from investment analysts.

A live webcast of this call will be available through the Investor Relations
section of the Biovail web site, www.biovail.com . Alternatively, please dial i-
800-884-5695 {North Amenica.) or 1-617-786-2860 for International callers,
with passcode 29341981, to sccess the conference call. A replay of the
conterence call wifl be available until 7:00 p.m., EST on Friday, October 1Gth,

Page 1 of 2
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2003 by dialing 1-888-286-8010 {North America) or 1-617-801-6888 far
International calfers, using access code, 45094403,

Biovail Corporation is an internationat full-service pharmaceutical company,
engaged in the formulation, clinical tesling, registration, manufacture, sale
and promotion of pharmaceutical products utilizing advanced drug delivery
fechnologiss.

For further mformation, please coniact Ken Howling at $05-286-3000 or send
inquires o r@biovail.com.

“Safe Harbor" statement under the Private Securities Litigation Reform Act of
1995.

To the extent any statements made in this release contan information that s
not histoncal, these statements are essentially forward looking and are
subject fo risks and uncartainties, including the difficully of predicting FDA
approvals, acceplance and demand for new pharmaceutical products, the
impact of competitive products and pricing, new product development and
faunch, refiance on key strategic aliiances, availability of raw matenals, the
regulatory environment. fluctuations in aperating results and other risks
detailed from fime to ime in the company's filings with the Securities and
Exchange Commmssion,

CONWTACT: Biovail Corporation
Ken Howling, 905-286-20600

SOURCE: Biosvail Corporation

& 2004 Biovail Corporation - All Rights Reserved (31011380602) Privacy Policy Discla
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Biovail Reports Third Quarter 2003 Financial Results - Correction
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TORONTO, Oct. 30 /PRNewswire-FirstCaill - Biovail Corporation
{NYSEITSX: BVF) announced today its financial results for the three month
and nine month penods ending September 30, 2003, Total revenues for the
three months ended September 30, 2003 increased 3% to $215.3 million
versus the prior year comparable period. Total revenues for the nine months
ended September 30, 2003 were $624.0 million reflecting an increase of 14%

versus the pri

or year comparable period,

"Third quarier results reftect a senes of decisions we made {0 remain
consistent with our conservative approach to our financiai reporting”,
commented Eugene Meinyk, Chairman and CEQ of Biovail.

Third guarier 2603 revenue growth was favorably impacied by a 3% mcrease
in Product Sales revenus versus the prior year comparable penod primarily
due to Biovail's launch of Cardizern LA, Teveten HCT and Zovirax Cream as
weli as the approval and recent commercialization of Weilbutnin XL in the
U.5. marketplace. Total revenue growth of 14% for the mine-month period
ended September 30, 2003 s primarily due to the product launches
described above, as well from Biovail's economic mterest in the sales of a
generic versian of Prilosec.

"Third quarter 2003 validates the value that Biovail's technologies can bring
{o established compounds while at the same time highlights the difficulties in
fransitioning mio a fully mtegraied pharmaceutical company rapidiy while
matntaining an exceptional growth rate”, commentad Mr. Melnyk. "Biovail has
{ransitioned very rapidly towargds full integration and has expenenced many of
the associated growing pains. Expense controls, operational efficiencies,
logistics management and matenals management are now key elemenis of
Biovail's internal Success Metrics. The semor executives hured over the past
several months are now in place and can contribute o successfully
completing the integration of commercial and product development groups.
During the quarter, Biovail's Wellbuinn XL recewved Food and Drug

Admimistration (FDA) approval resulting in one of the industry's most

successiul pharmaceutical product launches. Cardizem LA achieved its
phase one penetration level earlier than expected and is well positioned m
the managed care segment gomng forward."

Net income and diluted earnings per share for the three month and nine

month periads ending September 30, 2003 in accordance with U.S.

accepted accounting principles (GAAP} are as follows:

n Smillions,
siiare da
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income — U5 {4RP

generally
Thres Months Ended Y¥ine M
Septemmer 30 Sept
2843 200z 2003
5 13.9 £ 75.0 £ 75.¢0

i\

Page 1 of 9

onths
SRNE Y

hﬁp://Ww.biovail.com/englishﬁnvestor%ZGReIaﬁonstatest%2ONews/defauit.asp?s=i&stat... 8/24/05



Latest News

http://www biovail.com/english/Investor%20Relations/Latest%20News/default.asp?s=1&stat...

US GAAP s 0.08 S .49 5 .47
Net income - US GAAP 5 1i3.0 3 753.0 $ 15,4

Acla {deduci) certain items

REstructuring costs 3.2 - 3.1
ABcauired resesarcn and davelopment 18.4 - 102.¢
Othar income - {3.3) -
Writa-down 0f assets - 1.3 -
Het income sxoluding

cartain items 5 3.8 § 73.0 $ig0.7
Dilutad earnings pey snars

grcluding certain i1tems S 0.22 § 0.47 5 1.13
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In accordance with U.8. GAAP, third quarter 2003 net income was $13.0
million and diluted earnings per share of 30.08 comparad to net iIncome was
$75.0 million and diluted earnings per share of $0.49 for third quarier 2002. In
accordance with U.S. GAAP for the nine month period ended September 30,
2003, net income was $75.0 million and diluted earnings per share was 50.47
compared to net income of $190.6 million and sarnings per share of $1.18 for
the nine-month period ended September 30, 2002.

Excluding certan items, third quarter 2003 net income of $34.6 million and
diluted earnings per share of $0.22 both declined by §3% versus third quarter
2002 net income and eamings per share of $73.0 million and $0.47 per share
excluding the expense reiated to the ineffective portion of interest rate swaps.
Excluding certain ifems, net sncome of $180.7 million and diluted earings per
share of $1.13 for the nine months ended Sepiember 30, 2003 decreased 4%
and 3% respectively compared to net income of $188.7 million and earnings
per share of $1.17 for the comparable 2002 periods excluding the sneffective
portion of interest rate swaps and a write-down of assets related to a decline
in the value of the Company's investment in Hemispherx Biopharma Inc.

Exciuded acquired research and development expenses of $18.4 milfion for
third quarter 2003 includes a $3.1 million net charge related to a multifaceted
transaction with Ethypharm S.A. (Ethypharm) {(see below} and Biovail's §15.3
million share {49%) of the fair value of the in-process super- bicavailzble
research and development programs under development with Pharma Pass
i, LLC. In addition to the third quarier 2003 excluded acquired research and
development expense items |ust described, the nine month perod ended
September 30, 2003 also mcluded expenses related to the second quarier
2003 acguisition of four developmental cardiovascular products from
Athpharma Limited and the acquisition of a sublingual Ativan preduct and
related technologies from Wyeth Pharmaceuticals Inc.

Third quarier and nine months ended September 30, 2003 U.S. GAAP
calculations of nef inceme and fully diluted earnings per share inciude
reorganization cosis associated with Biovail's U.S. operation and expenses
associated with the sneffective portion of inferest rate swaps. Management
utilizes a measure of net income and earnings per share on a basis that
excludes certain items {o belter assess operating performance. Each of the
items excluded is considered o be of a non-operaticnal nature In the
applicable period. Management has consistently applied this measure when
discussing earnings or earmings guidance and will continue to do so going
forward. Management believes that most of the Company's shareholders
prefer to analyze the Company's results based on s measure, asit1s
consistent with industry practice, Earnings excluding certain items are also
disciosed to give investors the ability to further analyze the Company’s
resuits.

2003 Third Quarier Activities

Cn August 28, 2003, Biovail received final approval from the FDA for
Weilbutrin XL, the once daily ant-depression product manufactured by
Biovail for commercialization m the U5, by GlaxoSmithKline (GSK). GSK's
markeling mitiatives began the first week of September with pharmacy calls
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and the product began shipping fo wholesalers a week later. Recent tracking
data shows Weilbutrin XL. capturing approximately 49,500 prescriptions for
the week ending October 24, 2003 and a New Prescription capture rate of
approximately 33% for October 23, 2003.

During third quarter 2003, Biovail and Pharma Pass I, LLC established a
fornt venture to develop a number of super-bioavailabte products. Biovail
invested $30.6 million to acquwre a 49% interest in the jomt venture and
Pharma Pass If, LLC contributed all of its inteliectual property, formulations
and scientific know-how related to the super-bioavailable products to acquire
its 51% interest. Given that it has an option to purchase the (0int venture,
Biovail has delermined that it wili be fully consolidating thes entity m its
financial statements, recording 100% of the research related expenses on ifs
income statement, reflecting Pharma Pass i, LLC's ownership interest (51%)
as minority interest on its mcome statement and reflecting any cash held by
the entity as restncited cash on its balance sheetl.

tn Aprit 2002, Biovail licensed the nghts to Ethypharm's tramadol Fiashtab
product. Tramadot Flashtab is an orally-disintegrating tabiet (CDT) offering
gase of adminstration. Biovail is in the process of completing relevant studies
and expects {o file a New Drug Application (NDA) immediately. Biovail
believes this product complements its parallel research activily on its
ramadol controlled-release product {tramadoi XL} for which recentfy
completad clinical results are being analyzed. Filing for tramadol XL 15
expected by year-end.

In September 2003, Biovail paid $21 millicn to eliminate any future milestone
and royaliy obligation reiated to this product. Biovail has also agreed, subject
to certain conditions, to subscribe to 2 maximum of 520 million of convertible
and/or exchangeable bonds of Ethypharm during the fourth quarter 2003. In
addition, Biovail entered into a multifaceted transaction with Ethypharm
inciuding the licensing {o Ethypharm of the international nghts to Diftiazem LA
and provided the mitial $15 million supply of Diltiazemn LA fo Ethypharm.
Furthermore, Biovail has substantially improved its rights in the shareholder
agreement to better protect its investment. Lastly, Biovail granted Ethypharm
a night of first offer to market Wellbutnin XL i all countries outside of North
Amenca that are not optioned by GlaxeSmithKline {Glaxo).

Biovail entered ino a lease for 110,000 sguare foot of office space in
Bridgewsater, New Jersey dunng third guarter 2003. This facility will
accommodate Biovail's U.S. Sales and Marketing Division, formerly located in
Raleigh, Narth Carolina, as well as select functions within the Research and
Development Division currently residing in Chantilly, Virgmia. The objective of
integrating sales and marketing with R&D is streamiining the product
development precess and ensuring that developed products will satisfy
patient needs. Hirng continues and approximately 100 staff shouid be
located in the new facility towards the end of 2003. The addition of seven
senior executives earlier this year complements the final siep in Biovail's
transition to a fully integrated pharmaceutical company.

While the facility in Virginia wili be mamiained, Biovail will be closing the
MNorth Carclina facility as a result of the integration of these two groups.
Transitional and restructuring cosis associated with this program are on-
going and will be included within Biovail's Selling, General and Adminisirative
expenses.

A late thurd quarier 2003 shipment of Wellbutrin XL involved in an accident
ouiside of Chicago was refurned to Biovail's facility on Octeber 8, 2003 for
inspection. No revenue was recognized from this shipment in Q3 2003. The
shipment included both bulk and fully packaged matenal. Al bulk tablets,
which are packaged in plastic drums, were salvaged and have already been
shipped to GSK, A small poriion of the packaged goods (less than 1,000
hottles) was effected in the accident and could not be re-shipped.

The Company has an economic interest in the Gross Margin of a genere
version of Prilosec that 1s distributed under license i the U.S. in the third
guarter, additional genernc compefition entered the market. Due to the
additional competition, the licensee offered rebates to wholgsalers. These
rebates have the affect of reducing Gross Margin and had a negative impact
to Biovail's third quarter 2003 relative to Biovail's prior expectations. Biovail
does not know if further rebates will be offered or if the licensee has
processed all rebates.

Biovail was able to secure addiional quantities of branded Cardizem CD
during the 2003 third quarter from Aventis Pharmaceuticals Inc. {Aventis).
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Aventis manufactures and supplies Cardizem CD to Biovail for distribution in
the U.S. Backorders were approximaiely $20 million at the end of Septemnber
2003. Based on current production schedules, Biovail believes backorders for
this product will be less than $1 million.

Financial performance

To provide greater financial clarity and ease 1n measunng areas of organic
grawth, Biovail will be describing its Product Sales revenue m the following
calegones:

Core Products - includes Cardizem LA, Zovirax products and Teveten
products.

Wellbutrin XL

Legacy Products - includes Tiszac (hrand and generic), Cardizem CD
ibrand},. ativan/Iisordil, Vasotec/Vaserstic, Rondec and Ceda
Generics - controlled-reieass generics disrributed by Tevs

Pharmaceuticals

Biovail details Core Products {in the U.S) and BPC Producis {in Canada)
directly to physicians through its own network of integrated sales represents,
Both of these categornes, as well as Weilbuinn XL are growing and are
expected o expenence significant future growth. Legacy Products ars not
promoted as most of these products have been genencized. As anticipated,
these products are declining marginally quarter over guarter. However, there
are several products i this group that continue to have substantial patient
utilization and excellent brand awareness. These products/brands may create
future growth opporiunities given on-going clinical programs designed to
mezningfully enhance the product's perfformance. !n a separale press release
{oday, Biovail has provided financial guidance in the same format, which
should provide ease in monitoring Biovail's fulure financial performance.

Product sales performance

Product sales increased 3% for the third quarter to $180.0 million and 1% to
$484 .6 million for the nine months ended September 30, 20C3. Core Product
sales revenue was $60.1 million or 33% of total Product Sales revenue for
third quarter 2003 versus $18.1 million or 10% of total Product Sales revenue
for the comparabie 2002 period. The increase n1 Core Product sales revenue
reflects the launch of Cardizem LA, Teveten HCT and Zovirax Cream during
2003.

Wellbutnin XL product sales revenue was $8.2 million for third quarter 2003
and $16.3 million for the nine months ended September 30, 2003. Biovail
recelves a percentage of Glaxo's net sales as revenue for suppiying trade
supplies of Wellbutrin XL. Biovail also 1s paid for bulk sample product that s
produces and supplies to Glaxo. Samples are sold at a contractually agreed
price at approximately Biovail's manufacturing cost

PProduct sales revenue by Biovail Pharmaceuticals Canadz {BPC} dusing the
2003 third quarter of $23.1 million reflected 154% growth versus the third
quarter 2002 leve! of $9.1 million. Product sales revenue by BPC represented
13% of total Preduct Sales and were 361.8 million for the nine months ended
September 30, 2003. The primary growth drivers are Tiazac as well as
revenues from Wallbutrin SR ard Zyban, which were acquired at the end of
2002.

Product sales revenue from Legacy Products was $68.2 million and $172.4
million for the third quarter and nine months ended September 30, 2003
respectively and represented 38% and 37% of tolal Product Sales for the
same respective periods. Legacy Product revenue for the three months
ended September 30, 2003 reflected penod over comparable 2002 perod
reductions of 58% for Tiazac and 34% far Cardizemn CD. These declines
were partially offset by a 14% increase in other Legacy Producis due to the
acquisition of Ativan/isordil such that the decline in tolal Legacy Products for
the comparable 2003 and 2002 three month penocds was 22%.

Preduct sales revenue from controfled-release genencs were $20.4 million
and $75.5 million for the three month and nine month periods ended
September 30, 2003. Product sales revenue frem controlled-release genencs
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were 560.4 milion and $129.1 million for the three and nine month periods
ended September 30, 2002.

Iin summary:

Core Products S60. 1 33 o328

Research and development (R&D) revenues were $4.5 million and $10.8
mitlion for the three months and e months ended September 30, 2003 and
compared to $7.7 million and $19.2 millicn for the comparable 2002 perods.
The 2003 decline n R&D revenues Is primarily due to R&D revenue in 2002
that was received from GSK relaied to the development of Wellbutrin X1..

Co-promotion, royalty and licensing revenue was $30.8 mitlion for third
quarter 2003 and compared to $26.8 million for the comparabte 2002 peniod.
Co-promotion, royaity and licensing revenue of $148.5 million for the nine
months ended September 30, 2003 compared to $68.0 million for the 2002
comparabie penod. The increase in these revenues pnmarily relates to the
Company's economic Interest m the sales of a generic version of Prilosec.
The Company earned $15.3 million and $91.8 million dunng the three and
nine month penods ended September 30, 2003 from this economic inferest.

Gross margins on {otal Product Sales were 78% and 81% for the three and
nne maonth penods ended September 30, 2003 and compared o 75% and
74% for the prior year comparable period. Gross margms were favorably
impacted by sales mix of higher margin products (Cardizem LA and Zovirax}
offset partially by the lower margins asscciated with the Weilbutnn fine due to
msx {trade versus sample} and initial inefficiencies that are expected {o
improve both due o yield increases and recently approved larger batch sizes.

Research and devsiopment expenses increased by 41% and 53% to $20.6
million and $60.4 millien for the thres and nne month percds ended
September 30, 2003. The increase in Research and development expenses
primarily relates to a significant increase in the number of on-going
deveiopmental pregrams {veniafaxine, fenofibrate, acyclowir, simvastatin,
sumatnptan, Hepacol, lorazepam and four chrono-therapeutic cardiovascular
products) as well as two recently completed Phase [l clinical tnals on
tramadot XL.

Selling, general and adminisirative expenses were $76.7 mitlion for the third
quarier 2003 versus $56.8 million for the second quarter 2003 and versus
$44.9 million for third quarter 2002. Selling, general and administrative
expenses were $179.8 millicn for the nine menth perod ended Seplember
30, 2003 versus $123.2 million for the comparable 2002 peartod. The
significant increase i selling, general and adminustrative expenses Is due {o
a number of factors. Dunng the 2003 third quarter, Biovail incurred initial
expenses related fo the transition of its commercial operations group from
Raleigh o Bridgewater. New Jersey. This mitialive aiso includes transitioning
the resaarch and development executive leadership and select research and
development functions from Chantilly Virgima to the Bridgewater facility as
well. Costs associated with this initiative were 1n excess of $3.0 million during
Q3 2003 and were primazily due to emnployes relocation and severance costs,
There will be further costs associated with these activities, On-going U.5.
salary and benefit costs have nsen by 50% for the comparable nine month
2003 and 2002 penods. Advertising and promotion cosis have aiso increased
significantly given the launches of Cardizem LA, Teveten HCT and Zovirax
Cream. Previously deferred advertising and promotional expenses related to
Zovirax Cream were expensed in third quarter 2003 given the launch of this
product in Juiy 2003, At the end of the Hurd quarter, the Cempany did not
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have any deferred advertising and promoticnal expenses, Biovail recorded
significant expenses related {o the co-promational efforts of Reliant
Pharmaceuticals, LLP (Reliani), Durng the mitial launch phase of Cardizem
LA, Reliant provided an additional 250 sales representatives. As Biovail pays
Reliant a percentage on the sales of basket of products, including Cardizem
LA, these costs are escalating given the nising level of Cardizem LA revenue.
As the initial launch phase for Cardizem LA has pasi, Biovail is evaluating the
costs, benefits and its options refated to this arrangement.

Amortization expanse was $28.2 million and $114.7 million for the three and
nine month penods ending September 30, 2003 respectively versus $16.0
mittion and $42.5 million for the three and nine month penods ending
September 30, 2002. The mcreases primarily reflect the mcremental
amortization related to our economic mterest in a generic version of Prilosec,

On June 30, 2003, it was determined thai Biovail's inferest rate swaps no
ionger gualified as highly effective hedges. Subsequent to September 30,
2003, Biovail believed that the interest rate swaps could qualify as highly
effective hedges and anticipated reinstating the application of hedge
accounting effective July 1, 2003. However, though the swap was believed to
be effective at July 1, it was subsequently determmed that the reinstatement
date used must be Oclober 1, 2003. This resulied in recording a $4.7 million
loss of fair value on the swaps that would otherwise have been offset by a
reduction on the fair value of the loans.

Cash flow from operations increased 40% at September 30, 2003 to 5244.1
million versus $174.2 miflion at June 30, 2003. Earnings before interest, tax,
depreciation and amortization {EBITDA) excluding certain items increased to
$341.7 million for tha nme month pernod ending September 30, 2003
reflecting an increase of 25% versus the comparable 2002 period.

Biovail management will host a conference call and webcast on Thursday,
Cectober 30th, 2003 at 8:00 a.m. EST for company executives to discuss
2003 third guarter earnings. Following the discussicn, Biovail executives will
address nquines from research analysts.

A preseniztion will be used to facililate today's call, which can be accessed
through the Investor Relations section of the Biovail web site. A live webcast
of this call will also be available through the Invesior Relations section of the
Biovail web site at www.biovail.com. Alternatively, please dial 1-800-299-
7635 (Morth America.) or 1-617-786-2801 for international cailers, with
passcode 96026666, to access the conference call. A repiay of the
conference call will be available until 7:00 p.m. EST on Thursday, November
Bth, 2003 by dialing 1-888-286-8010 (North Amerca) or

1-617-801-6888 for International callers, using access code, 32225542,

Biovail Corporation 15 an indernational full-service pharmaceutical company,
engaged in the formulation, clinical testing, registration, manufacture, safe
and promotion of pharmaceutical producis utilizing advanced drug delivery
technelogies.

"Safe Harbor” statement under the Prvate Secunties Litigation Reform Act of
1895

To the extent any statements made i this refease contain information that s
not historical, these statements are forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1834, as amended. We have
based these forward-leoking statements on our current expectstions and
projections about future events. Qur actual resulis could differ matenally from
those discussed i, or implied by, these forward-looking slatemenis. Forward-
locking statements are identified by words such as "believe”, "anticipaie”,
"expect’, "intend”, "plan”, "will", "may” and other similar expressicns. In
addition, any statements that refer to expectations, projections or cther
characterizations of future events or circumstances are forward-looking
statements. Forward-looking stalements include, but are not necessarily
timited to nsks and uncertainties, wcluding the difficulty of predicting FDA
approvals, acceptance and demand for new pharmaceutical products, the
impact of competitive preducts and prioing, new product development and
faunch, reliance on key strategic alliances, availabiiity of raw matenals and
fimshed products, third parties, the regulatery environment, fluctuations in
cperating results and other nisks detailed from time to time in the company's
filings with the Securities and Exchange Commission.
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Biovail Reports 2003 Fourth Quarter and Full Year Financial Results

TProducts

TORONTO—(BUSINESS WIRE)—March 3, 2004-—-Bjovail Corporation
(NYSE:BVF) (TSX:BVF}):

e Core Product sales revenue increases by 55%

Core Product Revenue $172 million for 2003 versus $108 million
for 2002

& Biovail Pharmaceuticals Canada Product Revenue 385 miilion for
2003 versus $33 million for 2002

o Wellbutnin XL Revenue $65 million for 2003

#» Legacy Product Revenue $209 million for 2003 versus $324
million for 2002

s CGenernc Product Revenue $101 million for 2003 versus 5182
millicn for 2002

e Siides to facilitate the earnings call may be accessed at
www . biovail.com

Biovail Corporation {NYSE:BVF) (TSX:BVF) announced today its financal
resulls for the three and tweive month periocds ending December 31, 2003.
Totat revenues for the three months ended December 31, 2003 were $199.7
million versus $238.7 million for the three months ended December 31, 2002.
Total revenues for the twelve months ended December 31, 2003 were $823.7
million representing an ncrease of 5% versus $788.0 million for the pror
year.

Total revenues for fourth quarter 2003 were favourably impacted versus
fourth quarter 2002 total revenues by the launches of Cardizem LA, Tevelen
HCT, Zovirax Cream and Wellbutrin X1 in 2003, as well as an increase 1n
products sales by the Company's Canadian division due fo the acquisition of
Welibuinn SR and Zyban. Fourih quarter 2003 total revenue versus fourth
quarter 2002 total revenues were offset by lower revenue of the Company's
Zovirax, Legacy and Genernic product fines, as well as lower research and
development revenue and co-promotion, royalty and licensing revenue.

Full year 2003 iotal revenues versus 2002 iotal revenues were favourably
impacted by the product launches described above and the Company's
Canadian division, as well as by higher royally revenue related to an interest
in the gross margms of a genenc omeprazole product. This Increase ir 2003
tolal revenue was partiglly offset by lower product sales revenue of the
Company's Legacy and Genengc product fines.

Eugene Melnyk, Chawrman of the Board and Chief Executive Cfficer
commented, 2003 was a year of transition for Biovail as we made significant
progress fowards a fully-integrated pharmaceutical company and started fo
invest strategicaily for long-term growth m our operations, sales and
marketing areas. First half 2004 will be a perod of investment as we continue
o expand and specizlize our sales force m the U.S. and capitalize on our
products and prpeling by balancing conservative returns on nvestment with
necessary mvestments for growth, 2005 will be a year of superior financial
resuits whereby the henefits of 2004 sirategic investing 1s expected to defiver
on long-term objectives for growih and profitability. These resulis wilt be seen
in new product launches, increased sales throughout the U.S. and
simuitaneously developing our rapidly matuning pipeline of high value
produgts.”

In accordance with 1.8, GAAP, fourth quarter 2003 net loss of $956.0 miilion
and diluted loss per share of $0.60 compared to fourth quarter 2002 net loss
of $102.8 million and diluted loss per share of $0.65. In accordance with U.S.
GAAP, the twelve-month period ended December 31, 2003 net loss was
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$27.3 million and diluted loss per share was $0.17 compared to net income of
$87.8 million and earnings per share of $0.55 for the twelve-month period
ended December 31, 2002. The Company had diluted shares outstanding of
159.3 million and 159.9 million for fourth quarter and full year 2003
respecively compared to 158.1 million and 160.5 million for the fourth gquarter
and full year 2002 respectively.

in the fourth quarter of 2003, Biovail reduced its provision for fax
contingencies by $12.0 million that were no longer required due to the
resclution of tax uncertainties and incremental tax loses mn the U.S.

2003 Financial Performance

Biovail uses five categonies to describe its product sales revenue thereby
providing financsal clarity and ease in monitering Biovail's performance.
These categories are as follows:

Core Products — inciudes Cardizem LA, Zowrax products and Tevelen
products

Wellbuirin XL -- identified as a separate line for ease n fracking

Biovail Pharmaceuticals Canada (BPC) — inciuding Tiazac, Wellbutnin SR
and Zyban

Legacy Products -- mcludes Tiazac {brand and generic), Cardizem CD
(brand) Ativanflsordil, Vasotec/Vaseretic, Rondec and Cedax

Generics - controlled-release generncs distributed by Teva Pharmaceuticals

Preduct Sales Performance

Product sales revenue for the fourth quarter 2003 were $168.3 mitlion
compared to $183.8 million m the fourth quarter of 2002, reflecting a
decrease of 8%. Product sales revenue were $632.8 million for the year 2003
compared to $646.0 million for the year 2002, reflecting a decrease of 2%.
Fourth quarter 2003 preduct sales revenue was decreased by a $20.0 million
increase in the provision for returns,

The mncrease in the provision for relurns 1s due to greater physician
accepiance of the benefits of Cardizern LA versus Cardizem CD and an
anticipalion of greater conversion by Cardizem LA of Cardizem CD.

Core Product sales revenue for the fourth quarter was $33.8 million
compared o $34.1 million 1n the fourth quarter of 2062, a decrease of 1%.
The Core Product sales revenue for year 2003 was $172.4 million compared
{0 $108.3 million for year 2002 reflecting an increase of 58%. The Core
Product sales revenue reflects the izaunches of Cardizem LA, Teveten HCT
and Zovirax Cream dunng 2003. Cardizem LA 1s performing well and is now
captuning 10% of new prescriptions written for once-daily ditiazems. Teveten
total prescriptions increased 110% in 2003 versus 2002 and Zovirax 15
captunng 85% share of the topical anti-viral market.

Wellbutrin XL product sales revenug was 548.6 million for fourth quarter 2003
and $64.9 million for the year 2003, Fourth quarter 2003 Waellbutna XL sales
mnciuded the recovery of over 90% of Wellbutnin XL product that was invalved
in a traffic accident on October 1, 2003

As part of a comprehensive earnings guidance press release on October 3,
2003, Bigvait announced that its estimated revenue from Wellbutnn XL for
third quarter 2003 would be less than $10.C million partialiy as a resulf of the
truck accident and that the loss in revenue due to the accident would be in
the range of $10.0 million to 520.0 million. Numerous vanables that were not
known and were unavailable on Oclober 3, 2003 are now determinable given
better information and the recongiliation provided by GSK to Biovail.

Vanables that determine Biovail's revenue that were not then known include
levels of discounts, free goods or rebates that would have been deducted
from GSK's gross sales and the percentage of GSK's net sales Biovait is to
receive. In calculating the high end of the estimate range, Biovail also ook
into consideration the vanables that analysts were generally using in therr
models to estimate the Wellbutnn XL revenues, which included typically
hugher pricing, highar percentage supply prices and did not reflect the typical
gross to net deductions. This analysis with analyst estimates was completed
to better explain why revenue in third guarter 2003 would be less than
previously expecied by analysts.

After a subsequent review of all of the facts, the actual revenue loss from the
accidenf was delermined to be $5.0 million. Calculated with anaiysts'
assumptions for these vanables, the revenue loss estimate would range from
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%7.5 million ic $8.0 million.

Product sales revenue by BPC was $23.4 miiion for the fourth quarter in
2003 compared to $9.7 million i the fourth guarter of 2002, an increase of
141%. The product sales were $85.2 million for the year 2003 compared {0
$32 6 million for year 2002 an mcrease of 161%. The primary growth drivers
are Tiazac as well as revenues from Wellbutrin SR and Zyban, which were
acquired at the end of 2002.

Product sales revenue from Legacy Products was $38.4 million for the fourth
quarter in 2003 compared o $87.5 million In the fourth quarter of 20602.
These product sales were $208.9 millien for the year 2003 compared to
$323.6 millicn for year 2002. The lower level of Legacy Products revenue
refiects the expected decline in these older, genencized products.

Preduct sales revenue from controlled-release generncs was $25.9 million for
the fourth quarter in 2003 compared to $52.5 million 1n the fourth quarter of
2002, These product sales were $101.5 million for the year 2003 compared
to $181.5 milijon for year 2002. The decline in the generic product saies s in
part due to lower volumes of Adaiat CC sold followsng the genernic entry of
Watson Pharmaceuticals Ing. into the market. Sales of generic products for
year 2003 were favourably impacted by an §8.5 miflion credit recesved from
Teva in the third guarter for 2003, related to cerlain deductions it had taken in
the calcuiation on net sales.

In summary:

Page 3 of 9
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Research and development (R&D) revenues were $3.4 mitlion and $14.2
million for the three months and twelve months ended December 31, 2063
and compared to $9.3 miflion and $28.4 miltion for the comparable 2002
periods. The higher level of R&D revenues in 2002 s related to revenue
recelved from GSK associated with the development of Wellbutrin XL.

Co-promotion, royalty and licensing revenue was $28.0 million for fourth
quarter 2003 and compared to $45.6 million for the comparable 2002 period.
Co-promotion, royalty and licensing revenue of $176.6 miilion for the twelve
monihs ended December 31, 2003 compared to $113.6 million for the 2002
comparable period. The ncrease In these revenues pamarily refates to the
Company's economic mnterest in the sales of a genenc version of Prilosec.
The Company earned $11.3 million and $103.0 million for the fourth guarter
and full year 2003 respectively from this economic interest.

Gross margins on total Product Sales were 7G% and 78% for the three and
twelve monih periods ended December 31, 2003 versus 76% and 75% for
the prior year comparable periods. Gross margins were favourably impacted
by sales mix of higher margin products such as Cardizem LA and Zovirax,
offset by lower margins related to Wellbutrin XL revenue, which includes a
mix of trade and samples.

Research and development expenses increased by 107% and 66% to §26.1
million and $86.6 million for the three and twelve month periods ended
December 31, 2003. The increase in research and developmeni expenses s
primarily due to numerous on-gomg deveiopmental programs, Wellbutrin XL
scale up activities and the Cardizem PLACE program.

Selling, general and administrative expenses were $66.3 million for the fourth
quarier 2003 versus $43.5 million for fourth quarter 2002, an increase of
52%. Seliing, general and admunsstrative expenses were $242.8 million for
the twelve month pencd ended December 31, 2003 versus $166.4 million for
the comparable 2002 penod, an increase of 46%. The significant increase in
selling, general and administrative expenses is due to a number of sirategic
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decisions taken. The significant increase in selling, general and
administrative expenses in 2003 are pnmarily related to our investment in our
U.S. pharmaceutical business, both in terms of infrastructure restructunng
and costs associated with the launches of three products. Selling, general
and administrative expenses for the fourth quarter and full year 2003 also
included co-promotion fees payable io Reliant of $3.7 million and $20.9
miilion respectively.

Amortization expense was $26.2 million and $140.9 million for the three and
twelve monih periods ending December 31, 2003 respectively versus $29.0
million and $71.5 million for the three and twelve month periods ending
December 31, 200Z. These increases primarily reflect the incremantal
amortization related to our economic inierest in a genenc version of Prilosec.

Cash flow from operations decreased 16% at December 31, 2003 {o $282.0
million versus $334.1 million at December 31, 2002,

2003 Significant lterns

Fourth quarter and twelve months ended December 31, 2003 U.S. GAAP
financials were affected by several significant items. These 2003 significant
temns and their effect on U.S. GAAP earnings 1n the fourth quarter and full
year 2003 are listed in the chart below:

Significant Ttems includea in U.5. GARP earnings
{All dollar amounts are expressed in millaon of U.S., doliars, except
per share datal

2003 2602
Par Par
dilutesd dilutsd
Amount share  Amount share
Reorganization costs $4.4 $0.063 5- §-
Acguired research and devalopmant 22.1 0,14 i671.7 L.08
Write-down of assets 45.1 G.2% ig.5 0.19
Extingurshment of royalty obligation 51.3 0.38 - -
Beduction in eifective tax rate 5.9 {0.04} - -
kelzase of tax resarve (1z.0 10,028y - -
Ldiustment to product returns
Provision to.a 0.13 - -
Foreign exchange (gain) loss 1.4 0.02 {1.L) (0.0
Twalve Monihs Ended December 31
2003 2000
by Per
diluted diluted
Amount shars Amount share
Reorganization costs £7.% 50,05 - £-
Acguired rasearch and development 124.7 0.78 167.7 1.05
Write-down of assets 45,1 0.28 30.0 0.12
Extingurshment of royalty obliigation 61.2 .38 - -
Leliesase of tax reserve {12.0;} (G.08) - -
Adjustment to product raturns
Provision 18,4 0.10 - -
Foreign exchange {gain} loss 14.0 0.0% 8.1 (0.00}

1. Reorganization Costs

Selling, general and administrative expenses in the fourth quarter and twelve
months of 2003 inciuded %4.4 million and $7.5 million, respectively, of cosls
associated with the transition of U.S. commercial operations from Raleigh o
Bridgewater. Those cosls mamiy comprised severance and retention
honuses payable lo employees in Raleigh, as well as the cost to termmate
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the Raleigh iease.
2. Acquired research and development

In the fourth quarter of 2003, we incurred a charge of $22.1 million for
acquired research and development, which 1s compnsed of: (i) $12.9 million
related to the acquisition of tramadol FT from Ethypharm S.A. ("Ethypharm™);
and (i) $11.1 million related to our increased interest In the BNC-
PHARMAPASS products under development. in addition, we finalized the
aliocation of the purchase price related to our second guarter of 2003
acquisition of Ativan and [sordil, resulting 1 a reallocation of $1.9 million from
acquired research and development to intangible assets

In the twelve months of 2003, we incurred a charge of $124.7 million for
acquired research and development, which 1s compased of: (i} $44.2 miilion
related to our acquisition of the Athpharma products; (i) $38.1 million (as
adiusted) related to our acquisition of the Ativan sublingual products under
development; {ii} $16.0 million related tc our acquisition of tramadol FT from
Ethypharm; and (ivy 326.4 million related o our interest in the BNC-
PHARMAPASS products under development.

Subsequent to year-end, Biovail acquired North Amencan nghts to
Ethypharm’s Flashtab combination tramadol and acetaminophen {Fiashtab
tamadoifacetammnephan) product, which complements Biovail's September
20903 purchase from Ethypharm of Flashtab kramadol and Biovail's once daily
tramadoi product.

Concurrent with the negotigtion for Flashtab tramadel/acetaminophen, Biovail
has modified its shareholders Agreement with Ethypharm with respect to
value protection of its 15% equity mvestment in Ethypharm from an indefinite
penod {o an 18-month term. Biovail and Ethypharm have agreed to terminate
the September 2003 Ditiazem CR License Agreement and Supply
Agreement and terminated Biowvial's obligation to provide convertible
debenture financing ic Ethypharm. The effect of these negotiations 1s 2 $12.9
miflion acquired research and development charge in fourth quarter, such
that tolal charge for framadol FT and the combination Flashtab
tramado¥/acetammnophen was $16.0 million 1n 2003.

The vaiue of Bigvail's 15% investment in Ethypharm 1s currently enhanced by
the equily protection the Company has negotiated. However, Ethypharm will
need to achieve certain milestones within the 18-month term of equity
protection in order for Biovail to realize its value or 3 write-down of this
investment may become necessary.

in July 2003, a joint venture was established between BLI Pharmaceutical
Bevelopments Lid (BNC), a subsidiary of Biovail Laboratories Incorparated
{49% ownership} and PharmaPass I, LLC {51% ownership) for the purpose
of developing enhanced or Super-Biovailable formuiations of Coreg, Teveten
and Flomax. The joint venture (BNC-PHARMAPASS, LLC) agreed 1o enter
into an exclusive manufacturing and distribution agreement with Biovail of
these products and BNC held an oplion io acquire PharmaPass H, LLC's
inferest in the joimt venture. Dunng third quarter and fourth quarter of 2003
research activities of the joint venture preduced formuiations for two
products. Dunng the fourth guarier PHARMAPASS I reduced its investmant
in BNC-PHARMAPASS, LLC it was entitied to following completion of certain
development activities, which resuited in BNC's interest increasing to 84%,
which resulted m an incrementat $11.1 million charge fo acquired research
and development, Subsequent to year end Biovail exercised its oplion to
purchase the remaining mterest in BNC-PHARMAPRASS, LLC for $5.0 mifion
which will resuit in a charge in first guarter 2004 to acquired research and
development.

3. Write-down of assels

Bue to the Company's transition plan for its U.S. pharmaceutical business,
Biovail has identified certain non-core assets (approved pharmaceutical
producis) that do not fit with Biovail's therapeutically aligned promotionat
programs. Biovail focuses its therapeutically aligned sales efforis on
cardiovascular products including Cardizem LA, Teveten as well as Zovirax,
Additionally, Biovail has to consider and plan for the launch of several
mpeline products. With respect to progucts such as Rondec and Ceday, the
Company 18 considering at several commercial options for these products
including the initiation of negetistions for the potential sale of these products,
Biovall recorded a $22.0 millicn non-cash charge related to the write-down of
the net book value of Cedax. In additron, we recorded a $21.4 mitlion non-
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cash charge related to the write-down of the net book value of Rondec,
based on the estimated fair value of this product at December 31, 2003.

4. Extinguwishment of a royally obiigation

In December 2003, we muiuaily agreed with Reliant to terminate Reliant's co-
promotion of certain of our products effective December 31, 2003. We paid
$561.3 million to extinguish our trailing royalty obligation to Reliant. Reliant
repaid $61.1 million of its $70.0 million toan payable to us, as well as §3.2
million of accrued interaest on the loan. The remaining principal amount of
$8.9 million was converted inlo 446,457 Senes D Preferred Units of Reliant,
which represents an ownership interest in Reliant of less than 2%.

5, Tax provision

The effeclve tax rate for the year is 4% reflecting the losses ansing in the
LS. from increased sales and marketing expenses. In the fourth quarter of
2003, we reduced the provision for tax contingencies by $12.C miilion that
were no longer required due to the resolution of tax uncertainties and
ncremental 1ax losses in the U.8.

6. Returns Provision

Durning the fourth quarter 2003, Biovail increased its provision for returns by
520.0 millien at December 31, 2003. The increase mn the provision for returns
is dua fo greater physician acceptance of the benefils of Cardizem LA versus
Cardizem CD and an anticipation of greater conversion by Cardizemn LA of
Cardizem CD.

7. Foreign Exchange (gain} loss

In preparation of its interim financial statements for each of the first three
quarters of 2003, the Company ¥anslated the Canadian dollar liability to GSK
incurred in 2002 n regard to the purchase of Wellbutrin SR at the exchange
rate existing as at the date of acqussition. However, in the course of prepanng
its financial statements for the fourth quarter and the full year 2003, the
Company determined that U.S. GAAP requires that the Canadian dollar
liability be translated at current rates.

This translation results in changes to previously recognized foreign exchange
{gains) losses of which $5.4 millicn, 53.8 million and {$3.1} million in the first,
second and third quariers, respectively. The net income {loss} per share as
adjusted is $0.36 for the first quarter, as compared with previously reported
$0.39, (50.03} for the second quarter, as compared with the previously
reported {30.01) and $0.10 for the third quarier, as compared with the
previousiy reported $0.08.

In additicn we have added a new foreign exchange {gawn) foss line to our
financial statements for greater fransparency

Legal and Regulatory

Office of the Attorney General

On July 24, 2003 Biovail received a letter fom the Department of Justice for
the Bosicn Attorney General's office reguesting information on the marketing
activities surrounding the launch of Cardizem{R) LA. Over the past several
manths, Biovail has provided documenis to the Cffice of the Inspector
Generai and met with representatives of the Department of Justice to discuss
this matter. Biovail is continuing to cooperate i respect of this enquiry but at
this trme, it 15 difficult to predict when this matter will come o resolution.

U.S. Securities and Exchange Commission (SEC)

Gn, November 20, 2003 Biovail received a letter from the SEC indicating that
the Commission will be conducting an informal inquiry relating to the
Company’s financial performance and certain accounting matters for the
fiscal year 2003. Over the past several months, Biovail has provided
decuments to the SEC and met with represeniatives of the SEC o discuss
this matter. Biovail is continuing to cooperate in respect of this informai
enquiry but at this time, it is difficult to predict when this matter will come to
resolution.

Ontano Securities Commission (OSC)

In September 2002, the OSC initiated an extensive, review of the disclosure
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practices of public companes with a view towards ensunng the integrity of
the public markets is always matamed and to ensure that Ontario based
public companies listed on the Toronto Stock Exchange were diligent in
meeting thaw disclosure obfigations. According to the OSC's website, staff
was redepioyed in the OSC's Corporate Finance Branch to ensure that all of
the largest 100 TSX-listed companies that are headquartered in Ontario were
reviewed n fiscal 2003. Biovsil was part of the initial disclosure review and
continues to work with the OSC to maintain high standards in its commitment
to disclosure.

in November of last year, Biovaill received nofification that, "the Onlario
Securities Commission is conducting a routine inquiry inte the trading of
Bicvail Corporation.” This previously undisclesed OSC mvestigation 1s,
according to the OSC, n its early stages. It s important to note the Biovail
Corporation itself was not invelved in any trading activity duning the perneds in
question.

Biovail takes the ongoing continuous disclosure review and trading activity
mnvestigation very senously and will continue o fully assist the OSC with
these important mitiatives.

Biovail management will host a conference call and web cast on Wednesday,
March 3rd, 2003 at 8:00 a.m. EST for company executives to discuss 2003
fourth quarter earnings. Following the discussion, Biovail executives will
address inquiries from research analysts.

A live web cast of this call will be available through the Investor Relations
section of the Biovail web site, www.bjovail.com. To access this live cali,
please dial 1-800-814-4853 (U.S. and Canada) and 1-416-640-1907 for
international callers. Callers are encouraged to dial in ten minutes before the
call begins to avoid delays. A replay of the conferance call will be available
until 7:00 p.m. EST on Wednesday March 10, 20604 by dialing 1-877-289-
8525 (U.S. and Canada) or 1-416-640-1817 for international callers, using
access code, 21037415,

Biovail Corporation 1s an international fuli-service pharmaceutical company,
engaged in the formulation, clineal testing, registration, manufaclure, sale
and promotion of pharmaceutical products ulilizing advanced drug delivery
{echnologies.

For further information, please contact Ken Howling at 805-286-3000 or send
nquines to r@brovail.com.

"Safe Harbor" statement under the Private Securities Litigation Reformn Act of
1995.

To the extent any statements made n this release contain information that is
not histonical, these statements are forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1834, as amended. We have
based these forward-looking statements on our current expectations and
projections about future events. Qur actual results could differ matenally from
those discussed in, or implied by, these forward-iooking statements. Forward-
locking statements are identified by words such as "believe”, “anticipate”,
“expect”, “intend", "plan”, "will", "may" and other similar expressions. in
addition, any siatemenis that refer to expectations, projections or other
characterizations of future events or circumstances are forward-looking
statements. Forward-looking statements include, hut are not necessarily
limited to risks and uncertainties, including the difficulty of predicting FDA
approvais, acceptance and demand for new phammaceutical products, the
impact of competitive products and pncing, new product development and
launch, refiance on key strategie alliances, availability of raw matenals and
finished products, thud parties, the regulatory environment, fluctuations in
operating results and other risks detailed from time to time 1n the company's
filings with the Securities and Exchange Commission.

BIGVAIL CORPORATION
CONDENSED CONSOLIDATED STATEMENTS CF INCOME {1L0SS)
(11 dollar amounts a@re exprassed in thousands of U.5. dollars,
eucert per share cata)
{Unaudited}
Three Months Ended Twelve Honths Ended
December 31 Decemiber 31
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LETTER TO SHAREHOQLDERS

Since inception, Biovail's goal has been to become a fully mtegrated pharmaceutical company with a
significant, internally directed, North American sales and marketing capability. Over the past 10 years, Biovail
has evolved from a research-driven developer of pharmaceutical products utilizing novel drug delivery
technologies to an integrated company capable of developing, manufacturing, distributing and detailing its
products directly to piysicians m Canada and, more recently, m the U.S.

During 2003, important decisions were made to strengthen Biovail’s U.S. pharmaceutical business. These
investments included the hiring of a new executive team to manage Biovail’s presence in the U.S. marketplace.
These investments also included integrating critical product development functions and commercial operations
in Bridgewater, New Jersey, investing in the expansion of our manufacturing capacities, strengthening our sales
force and investing in the promotion of our key products, including Cardizem LA, which was launched in
April 2003

These necessary investments have better positioned Biovail in the U.S. market; however, these investments
impacted Biovail's short-term financial performance. The challenges Biovail faced in 2003 are recognized as
those that any progressive, growing company must address as it turns the corner towards full integration and
sustainable profitability. Biovail today is stronger as a company because of the necessary and targeted
investments made throughout 2003 and that will continue to be made in 2004. The benefits from these
investments are already visible and reflected in recent prescription trends for our key promoted products and in
the attainment of numerous pipeline milestones.

During 2003, Biovail launched a record four major new products in the U.S.: Cardizem LA, Teveten HCT,
Zovirax Cream and, through GSK, Wellbutrin XL. This required our manufacturing operations to increase
capacity to meet demand. It also required an aggressive investment in an expansion of our U.S. sales and
marketing operations. The investment in our U.S. pharmaceutical business is a critical component in optimizing
the potential of Biovail’s in-market products, as well as the numerous pipeline products to be launched in
future years.

It was also an excellent year in terms of product development. In 2003, Biovail received an nnprecedented
number of NDA approvals, completed numerous late-stage clinical programs and added over 10 new
developmental programs to our pipeline. At the same time, we integrated our sales and marketing operations
with select R&D functions, an initiative with clear long-term advantages.

These vital infrastructure enhancements are complemented by the hiring of key semior execufives who will
play critical roles in the U.S. sales growth of our existing portfolio, as well as in the successful development and
launch of our pipeline products.

Today, Biovail is moving forward. During the first four months of 2004, Biovail submitted two NDAs and
received approval for a supplemental NDA for the angina indication for Cardizem LA. Biovail will continue to
make further targeted investments in its U.S. pharmaceutical business to ensure superior results in 2004
and beyond.

Given the investments described above, I have never been more confident in the future of Biovail. This is an
important time in the Company’s evoiution as these investments will allow Biovail to turn the corner towards
achieving greater U.S. market penetration,

I would like to take this opportunity to comment on the strategic rationale involved in making certain key
decisions and investments in 2003.
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Investments versus the bottom line

To be a fully integrated pharmaceutical company in the U.S., Biovail needed to make necessary strategic
decisions regarding its U.S. operations — especially i the area of sales and marketing. These modifications
were made to ensure we could compete with indusiry leaders and continue to grow and maximize profitability.
These initiatives impacted 2003’s bottom line. However, the core of Biovail’s business is significantly stronger
now because of these investments.

In 2003, Biovail took a number of major steps to improve integration and infrastructure. First and foremost
among these was the integration of our U.S. commercial operations with select R&D functions in Bridgewater,
New Jersey — in the heart of the U.S. pharmaceutical industry. This will allow for 2 more seamless blending of
R&D with sales and marketing. The anticipated resuft is a smoother, faster timeline from development fo
market, and a sharper focus on emerging market opportunities where the application of Biovail’s innovative
delivery technologies can create product advantages in a highly competitive environment.

Our manufacturing capacity was also expanded to keep up with current and anticipated future demand for
important brands such as Cardizem LA and Wellbutrin XL, as well as new products. Our larger facility in
Manitoba is capable of producing 1.8 billion units a year — enough to keep up with the growing demand
generated by our U.S. sales operation and marketing partners, critical contributors to long-term growth.

Finally, we supported these initiatives by significantly enhancing our executive team, adding several
seasoned and experienced industry professionals to fead Biovail's mitiatives in the U.S. market. Important senior
appointments in 2003 included commercial operations, R&D,. regulatory and pharmaceutical sciences and
manufacturing,

For Biovail, 2003 was a year of transition. During 2004, Biovail will continue to invest, primarily in its
U.S. pharmaceutical business. Biovail will strategically add a cardiovascular specialty sales force dedicated to
detailing Cardizem LA, Teveten and Teveten HCT to cardiologists, and will add a dedicated specialty sales force
to market Zovirax to dermatologists and obstetrician-gynecologists. These initiatives will help ensure that 2004
and beyond will yield superior results.

Biovail’s portfolio and pipeline

The potential of Biovail’s current product portfolio and the strength of its pipeline are important factors in
developing sustainable long-term growth and profitability.

Biovail’s business model emphasizes the combination of strong established brands with novel formulations
leading to organic growth. The Company currently has a number of key brands, such as Cardizem, Ativan,
Vasotec and Zovirax, which enjoy wide acceptance among the world’s health care professionals and patients. We
have aiready added value to some of these brands through line extensions and new enhanced formulations. In
April of 2003, we successfully launched Cardizem LA, a novel, once-daily antihypertensive with specific
therapeutic advantages. Cardizern LA is an excellent example of a product that addresses an identified yet
previously unmet need of the medical community, and its launch was the most successful in the Company’s
history.

We will continue to leverage the tremendous potential of these well established brands, through expanded
sales efforts and by using our proprietary drug delivery technologies to create improved formulfations or unique
combination products that better serve patients and practitioners.

Another exampie of this strategy is our partnership with GSK on the highly successful launch of Wellbutrin
XL, the Biovail-developed once-daily formulation of one of the world’s leading antidepressants. The conversion
rate from multiple-dose to once-daily dosing for Wellbutrin XL is one of the fastest ever in the
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U.S. pharmaceutical industry. In fact, demand for this product is one of the reasons for expansion of our
manufacturing operations.

In addition, we will supplement these flagship brands with the addition of new products from Biovail's
extensive development pipeline, which is currently the strongest it has ever been. The commercialization of these
new products will be undertaken either directly by Biovail or through out-licensing to strategic partners,
depending on resources, synergies and market factors, thus ensuring maximum return in each instance.

2004 and beyond

Following a year of transition, Biovail is progressing towards achieving additional milestones in the
Company’s evolution. Biovail is confidently moving forward with conservative gnidance, financial transparency
and a pian for further targeted growth-oriented investments 1n 2004. Biovail will continue to capitalize on sales
reveniue from our exsting product portfolio and further develop our strong and maturing pipeline. Biovail
completed numerous late-stage clinical programs in 2003, and a number of significant filings are anticipated in
2004. Among these are the recent NDA filing of Ralivia ER, a once-daily formulation of tramadol, which is
targeting the $13.9 billion non-narcotic and narcotic portion of the U.S. pain market, and the recent submission
of Glumetza, a once-daily metformin product for diabetes.

Revenue from U.S. sales operations is expected to continue to grow as a result of optimized geographic
coverage and an expanded number of sales representatives. We will continue to leverage Biovail’s strong brands
and will benefit from the invaluable input from the newer members of the Company’s strong management team.

Looking forward, we are confident that the return on mvestments made in 2003 and ongoing investments in
key areas, such as continued expansion of the U.S. sales operations, will be realized. We are committed to
achieving superior results in 2004 and beyond. Returns will be seen through new product launches, continued
growth in sales and revenue, and expedited maturation of high-value products through our pipeline.

On behalf of Biovail's Board of Directors and employees, I would like to thank our sharehoiders for
their continued support of the Company and I fook forward to communicating Biovail’s progress over the
coming year.

%

Eugene N. Melnyk
Chairman of the Board and
Chief Executive Officer
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The following Management’s Discussion and Analysis of Financial Condition and Results of Operations
(“MD&A”) prepared in accordance with Canadian generally accepted accounting principles (“GAAP”) should
be read in conjunction with the audited consolidated financial statements and related notes thereto prepared tn
accordance with Canadian GAAP.

The discussion and analysis contained in this MD&A are as of April 23, 2004.

FORWARD-LOOKING STATEMENTS

To the extent any statements made in this report contain information that is not historical, these statements
are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended,
and Section 21E of the Securities Exchange Act of 1934, as amended. We have based these forward-looking
statements on our current expectations and projections about future events. Qur actual resuits couid differ
materially from those discussed in, or implied by, these forward-looking statements. Forward-looking statements
are identified by words such as “believe”, “anticipate”, “expect”, “intend”, “plan”, “will”, “may” and other
similar expressions. In addition, any statements that refer to expectations, projections or other characterizations
of future events or circumstances are forward-looking statements. These forward-looking statements are subject
to various risks and uncertainties including, but are nof necessarily limited to, the difficulty of predicting
.S, Food and Drug Adminstration (“FDA”} and Canadian Therapeutic Products Directorate approvals,
acceptance and demand for new pharmaceutical produets, the impact of competitive products and pricing, new
product development and launch, reliance on key strategic alliances, availability of raw materials and finished
products, third parties, the regulatory environment, fluctuations in operating results and other risks detailed
from time to time in our filings with the U.S, Securities and Exchange Commussion {(“SEC™), the Ontario
Securities Commission, and other securities regulatory authorities in Canada.

PROFILE

We are a full-service pharmaceutical company, engaged in the formulation, clinical testing, registration,
manufacture, promotion and sale of pharmaceutical products utilizing advanced oral drug delivery technologies.
Our main therapeutic areas of focus are cardiovascular {including Type II diabetes), central nervous system and
pain management.

We have various research and development, clinical testing, manufacturing, and commercial operations
located in the United States, Canada, Barbados, Puerto Rico and Ireland.
OVERVIEW

2003 was a pivotal transition year for us as we moved from being primarily a developer of once-daily
pharmaceutical formulations with a Canadian commercial operation towards becoming a fully integrated
pharmaceutical company with expanding commercial operations in both Canada and the United States.

The highlights of 2003 were the introductions of the following products in the United States:

* In September 2003, GlaxoSmithKline pic (“GSK”") launched Wellbutrin XL™, our once-daily formulation
of bupropion hydrochloride (“HCI™), prescribed for the treatment of depression. We are the exclusive
manufacturer and supplier of Wellbutrin XL™ to GSK. By April 2004, Wellbutrin XI.™ accounted for
approximately 40% of Wellbutrin® (including generics) prescriptions in the United States.

+ In July 2003, we launched Zovirax Cream, prescribed for the treatment of cold sores.
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* In April 2003, we launched Cardizem® LA, our graded extended-release formulation of diltiazem HCI,
prescribed for the treatment of hypertension. By April 2004, Cardizem® LA accounted for approximately
10% of once-daily diltiazem formulation prescriptions in the United States.

« In April 2003, we launched Teveten® HCT, prescribed for the treatment of hypertension.

We launched Zovirax Cream, Cardizem® LA and Teveten® HCT through our own commercial operations in
collaboration with our co-promotion partner. Since January 1, 2004, we have been promoting these products,
together with Zovirax Ointment and Teveten®, exclusively through our own commercial operations.

In 2003, we continued to make significant progress in the area of product approvals. We received New Drug
Application (“NDA"Y approvals from the FDA for Cardizem® LA and, in collaboration with GSK, for
Wellbutrin XL™. This progress has continued into 2004. In February 2004, our NDA submussion for Ralivia
ER™ (tramadol HCI}, for the treatment of moderate to moderately severe pain, was accepted for review by the
FDA. In March 2004, we complemented this filing with a NDA submission for Ralivia™ FlashDose®, an orai
disintegrating tablet formulation. In April 2004, we received FDA approval for our suppiemental NDA for an
angina indication for Cardizem® LA.

in 2003, we expanded and realigned our commercial operations in the United States, and we
accommodated certain sentor personnel from our commercial and research and development operations in our
new 110,000 square foot facility in Bridgewater, New Jersey. We also expanded our manufacturing facility in
Steinbach, Manitoba by 40,000 square feet to meet demand for the launches of Wellbutrin XL ™ and Cardizem®
LA, and we added 10 new developmental programs to our research and development pipeline. In 2004, we are
adding two specialty sales forces to our U.S. commercial operations. The first will focus on cardiologists and
nephrologists to promote Cardizem® LA, Teveten® and Teveten® HCT, and the second will target
dermatologists, obstetrician-gynecologists and other specialists to promote Zovirax Ointment and Zovirax
Cream.

Notwithstanding our successes with new product launches, the strategic investments we made in our
commercial, manufacturing, and research and development operations translated into lower than anticipated
earnings m 2003. We expect to continue to make significant investments in 2004 to strengthen and expand our
sales and marketing infrastructure, to further increase our manufacturing capacity and efficiency, and to pursue
the development of our pipeline of products. These investments are likely to limit our earnings growth in 2004;
however, we believe that these investments will create substantial value for our sharehoiders m years subsequent
to 2004, through increased revenue from our existing and pipeline products.

CRITICAL: ACCOUNTING POLICIES AND ESTIMATES

Critical accounting policies and estimates are those policies and estimates that are most important and
material to the preparation of our consolidated financial statements, and which require management’s most
subjective and complex judgment due to the need to select policies from among alternatives available, and to
make estimates about matters that are inherently uncertain. We base our estimates on historical experience and
other factors that we believe to be reasonable under the circumstances. Under certain agreements, we rely on
estimates and assumptions made by our third party licensees. On an ongoing basis, we review our estimates to
ensure that these estimates appropriately reflect changes in our business and new information as it becomes
available. If historical experience and other factors we use to make these estimates do not reasonably reflect
future activity, our financial position and results of operations could be materially impacted.

Our critical accounting policies and estimates relate to the following: (i) the impact of product returns,
recalls, rebates and chargebacks on revenue recogmtion; (ii) the evaluation of long-term investments for
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impatrment; (iif) the useful lives of intangible assets (including acquired research and development) and the
evaluation of these assets for impairment; (iv) the determination of the provision for income taxes; and (v) the
outcome of legal proceedings.

Product returns, recalls, rebates and chargebacks

We recognize product sales revenue when title has transferred to the customer, provided that we have not
retained any significant risks of ownership or future obligations with respect to the product sold. Revenue from
product sales is recognized net of provisions for estimated returns, recalls, rebates and chargebacks. We establish
these provisions concurrently with the recogmtion of product sales revenue. In connection with these provisions
refated to sales of products manufactured by us for distribution by our third party licensees, we rely on estimates
and assumptions made by these licensees. Provisions for returns and recalls are estimated based on historical
return and exchange levels, and third party data with respect to inventory levels in our distribution channels.
Provisions for rebates and chargebacks are estimated based on historical experience, contractual sales terms with
wholesalers and indirect customers, and relevant statutes with respect to governmental pricing programs. A
significant change in these estimates could have a material impact on our results of operations.

Long-term investments

We are required to estimate the fawr value of our long-term investments in order to evaluate these
investments for impairment. Certain of our investments are not publicly traded securities and, as a result, the
estimation of the fair values of these investments involves a greater degree of uncertainty. For these types of
mvestments, we determine fair value based on the estimated discounted future cash flows of the investee. Some
of the more significant estimates and assumptions inherent in this methodology for determming fair value
include: (i) the amount and timmg of the future cash flows of the investee; and (ii) the discount rate used to
reflect the risks mherent in the future cash flows. A change in any of these estimates and assumptions could
produce a different fair value, which could have a material impact on our resulis of operations.

Intangible assets

Intangible assets acquired through asset acquisitions or business combinations are initially recorded at fair
value based on an allocation of the purchase price. We often engage independent valuation specialists to
perform valuations of the assets acquired. There are several methods that can be used to determune the fair
value of the assets acquired. For acquired intangible assets, we generally use the mcome approach. This
approach starts with a forecast of all of the estimated future cash flows. These cash flows are then adjusted to
present value by applying an appropriate discount rate that reflects the risk factors associated with the cash flow
sireams. Some of the more significant estimates and assumptions inherent in the income approach include:
(i) the amount and timing of the future cash flows; and (ii) the discount rate used to reflect the risks inherent in
the future cash flows.

The costs of assets that are purchased through asset acquisitions or business combinations for a particuiar
research and development project are capitalized as acquired research and development at the time of
acquisition. The amount allocated to acquired research and development is determined by identifying those
specific in-process research and development projects that we intend to continue, and for which:
(i) technological feasibility had not been established at the date of acquisition; and (ii) there was no alternative
future use. We classify the cost of acquired research and development as a cash outflow from investing activities
because we expect to generate future income and cash flows from these assets if they can be developed into
commercially successful products.
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We generally engage independent valuation specialists to perform valuations of acquired research and
development assets. There are several methods that can be used to determine the fair value of acquired assets.
For acquired research and development, we generally use the income approach. This approach starts with a
forecast of all of the estimated future cash flows. These cash flows are then adjusted to present value by applying
an appropriate discount rate that reflects the risk factors associated with the cash flow streams. Some of the
more significant estimates and assumptions inherent m the income approach include: (i) the expected costs to
develop the acquired research and development mto commercially viable products; (ii} the estimated future cash
flows from the projects when completed: (iif) the timing of the future cash flows; and (iv} the discount rate used
to reflect the risks inherent in the future cash flows. A change in any of these estimates and assumptions could
have a material impact on our results of operations.

Our intangible assets are stated at cost, less accumulated amortization generally computed using the
straight-line method based on their estimated useful lives ranging from 8 years to 20 years. We amortize
intangible assets on a systematic basis to reflect the pattern in which the economic benefits of the asset are
consumed, if that basis can be reliably determined. Useful life is the period over which the intangible asset is
expected to contribute directly or indirectly to our future cash flows. We determine the useful lives of intangible
assets based on a number of factors such as legal, regulatory or contractual limitations, known technological
advances, anticipated demand and the existence or absence of competition. A significant change in these factors
may warrant a revision of the expected remaming useful life of an intangible asset, which could have a material
impact on our resuits of operations.

We evaluate intangible assets annually for impairment, or more frequently if events or changes in
circumstances indicate that the carrying amounts of these assets may not be recoverable. Impairment exists when
the carrying amount of an asset is less than its estimated fair value. We determine fair value based on estimated
discounted future cash flows. Some of the more significant estimates and assumptions inherent in this
methodology for determining fair value include: (i) the amount and timing of the future cash flows; and (ii) the
discount rate used to reflect the risks inherent in the future cash flows. A change in any of these estimates and
assumptions could produce a different fair value, which could have a material impact on our results of
operations.

Provision for income taxes

Our provision for income taxes is subject to a number of different estimates made by management. A
change in these estimates could have a material affect on the effective tax rate.

We have operations in various couniries that have differing tax laws and rates. Our income tax reporting 1s
subject to review by both domestic and foreign tax authorities. The effective tax rate may change from year to
year based on the mix of income among the different jurisdictions in which we operate, changes in tax laws in
these jurisdictions, changes in tax treaties between various countries in which we operate, and changes 1n the
estimated values of future tax assets and liabilities.

We have recorded a valuation allowance on future tax assets primarily relating to operating losses, future
tax depreciation and tax credit carryforwards. We have assumed that these future tax assets are more likely than
not to remain unrealized. Significant judgment is applied to determine the appropriate amount of valuation
allowance to record. Changes in the amount of the valuation allowance required could materially increase or
decrease the provision for income taxes tn a period.
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Legal proceedings

We are required to accrue for a loss contingency with respect to legal proceedings against us if it 1s probable
that the cutcome will be unfavourable and if the amount of the loss can be reasonably estimated. Management
evaluates our exposure to loss based on the progress of each legal proceeding, experience in similar proceedings
and consultation with legal counsel. The ultimate outcome of any legal proceeding may be materially different
from the amounts estimated, given the uncertainties inherent in complex litigation.

SELECTED ANNUAL INFORMATION

The following table provides selected information for the last three years.

Years ended December 31

{In 0003, except per share data} 20603 2602 26801

Revenue ... ............. s ceeeeaeaa.... 3823722 % 788,025 $ 583,263
Net mcome (loss) attributable to common sharehoiders .. ... ... ... (40,345) 207,553 85,553
Basic earmungs (loss) pershare .. ... ... ... o 3 (0.25) $ 137 § 0.62
Diluted earnings (Joss) pershare . ........ ... ................ $ (025 § 129 % 0.57
Total assets . . .............. e e e e $2,297.604 $2237,666 $1,643,026
Long-term obligations . ... ... ... ... ... .. . ... e rraan. 812,526 732,111 46,161

Total revenue was $823.7 million in 2003 compared to $788.0 million in 2002 and $583.3 million in 2001.
Total revenue increased by $35.7 million or 5% in 2003 compared to 2002, and by $204.7 million or 35% in 2002
compared to 2001. We recorded a net loss attributable to common shareholders of $40.3 million in 2003
compared to net mcome attributable to common shareholders of $207.6 million and $85.6 million in 2002 and
2001, respectively. We recorded a diluted loss per share of $0.25 in 2003 compared to diluted earnings per share
of $1.29 and $0.57 in 2002 and 2001, respectively.

Impact of specific events on operations

Our results of operations were impacted by specific events that resulted in net charges of $152.1 million,
$31.9 million and $58.2 million in 2003, 2002 and 2001, respectively. These events include, but are not limited to:
(i) relocation activities; (ii) asset impairments; and (iii} early extinguishments of obligations. We believe that the
identification of these events enhances an analysis of our results of operations when comparing these resuits to
those of a previous or subsequent period. However, if should be noted that the determination of these events
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involves judgment by us. The impacts of these events on our results of operations in each year are identified in
the following table.

Years ended December 31

(kn 080s, except per share data) 2003 2002 2001
Relocation costs ., . ... ... e e e . 8 7539 5 — § —
Write-down of assets, netof tax. . ... ... ... ... ... ... ... e 82,189 31,944 48246
Extinguishment of royalty obligation ... ... .. ............... .. ... . 61,348 — —
Foreign exchange loss on long-term obligation . . ............... ... .. . 13,061 —_ —
Reduction n tax cOntingency proviSion . . .. ... ... vuvervnon oo {12,000) - —
Debt conversion premiUms . . . .. .o v it e — 10,001
Total - e e e ... $152]137 831,944 358247
Total per share (diluted) . . ... .. ... . .. ... ... $ 095 § 020 § 039

STRATEGIC TRANSACTIONS
Year ended December 31, 2003

Tramadol FT products

in September 2003 (as amended in February 2004), we acquired from Ethypharm S.A. (“Ethypharm™) the
rights (including all relevant patenis) to Ethypharm’s Flashtab versions of tramadol {*Tramadol FT”} and
combination tramadol/acetaminophen (“Tramadol/Acetaminophen FT™} for $16.0 million. In March 2004, we
filed an NDA for Tramadol FT (Ralivia™ FlashDose®) and we are continuing the development of Tramadol/
Acetaminophen FT m collaboration with Ethypharm.

Carvedilol and eprosartan

In July 2003, we formed BNC-PHARMAPASS, LLC (“BNC-PHARMAPASS™) with Pharma Pass II, LLC
(“PPII"} to advance the development of carvedilo! (Coreg}, a beta-blocker indicated for the treatment of
congestive heart failure, eprosartan (leveten®), indicated for the treatment of hypertension, and tamsulosin
(Flomax), Indicated for the treatment of benign prostatic hyperplasia. On the formation of
BNC-PHARMAPASS, PPII contributed all of its intellectual property refating to these products, and we
contributed cash in the amount of $30.1 million. Subsequent to the date of formation, PPII reduced its interest
in BNC-PHARMAPASS through a series of withdrawals of cash from BNC-PHARMAPASS. In February 2004,
we acquired PPII’s remaining interest in BNC-PHARMAPASS for $5.0 million, for a total purchase price of
£35.1 million. We also agreed with PPII to terminate the development of tamsulosin, and the intellectual
property related to this product was returned to PPIIL

Ativan® and Isordil®

In May 2003, we acquired from Wyeth Pharmaceuticals Inc. (“Wyeth™) the rights to Ativan® and Isordil® in
the United States for $163.8 million. Ativan® (lorazepam) is indicated for the management of anxiety disorders
and Isordil® (isosorbide dinifrate} i1s indicated for the prevention of angina pectoris due to coronary artery
disease. Wyeth will manufacture and supply Ativan® and Isordil® to us for three years from the date of
acquisition. We also acquired a license to use certain fechneologies relating to Wyeth’s Canadian sublingual
version of Ativan® to develop new Ativan® products to be sofd in the United States.



BIOVAIL CORPORATION

MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (Continued)

In accordance with Canadian generally accepted accounting principles
(All dollar amountis expressed in U.S. dollars)

Athpharma products

In April 2003, we entered into an agreement with Athpharma Limited (“Athpharma”) to acquire four
cardiovascular products under development for $44.2 million. The four products under development are
Bisochron (bisoprolol), a beta-1 selective beta-blocker formulation for the treatment of hypertension, Isochron
(isosorbide-5-mononitrate), a long acting nitrate formulation for the treatment of angina, and Hepacol I
(pravastatin) and Hepacol II (simvastatin), two liver-selective statin formulations for the treatment of high
cholesterol.

Year ended December 31, 2602
Pharma Pass

In December 2002, we acquired Pharma Pass LLC and Pharma Pass S.A. (collectively, “Pharma Pass™) for
$178.7 million. Pharma Pass was a developer of advanced oral controlled-release technologies and formulations
for pharmaceutical companies, including us, m the United States and Europe.

At the time of acquisition, Pharma Pass was involved in the development of approximately 20 branded and
generic products. Subsequent to the date of acquisition, one of these products received FDA approval and we
are continuing the development programs for the remaining products. Through this acquisition, we extinguished
any future milestone or royalty obligations that we may have had to Pharma Pass resulting from the approval
and successful commercialization of any of the products under development, pursuant to the research and
development agreements we previously entered into with Pharma Pass.

Through this acquisition, we obtained Pharma Pass’s interests in certain licensed products including Tricor
(fenofibrate) and a participating interest in the gross profit on sales by a third party of generic omeprazole. We
also obtained Pharma Pass’s Zero Order Release System, a drug delivery technology that controls the rate of
release of a drug and/or significantly enhances the systemic absorption of a drug molecule, and its oral Colonic
Delivery System, a drug delivery technology designed for the targeted release of medication into the lower
intestine and upper colon.

Pharma Tech

In December 2002, we acquired Pharmaceutical Technologies Corporation (“Pharma Tech”) for
$22.6 million. Pharma Tech was a development-stage company engaged in the application of drug delivery
technologies to the formulation and development of a portfolio of products. Pharma Tech contracted directly
with third parties, including us, to conduct the contract research and development services.

At the time of acquisition, Pharma Tech was involved in a number of product development projects that
were in various stages of completion and had not been submitted for approval by the FDA. Subsequent to the
date of acquisition, we discontinued one of these projects but we are continuing the development programs for
the remaining products. At the date of acquisition, two additional product development projects had received
approvable letters from the FDA. We are continuing to work to resolve the issues raised in these letters.
Through this acquisition we extinguished any future milestone or royalty obligations that we may have had to
Pharma Tech resulting from the approval and successful commercialization of any of the products under

development, pursuant to the research and development agreements we previously entered into with
Pharma Tech.

Prior to the date of acquisition, we paid $43.1 million to Pharma Tech to terminate its development of one
of the products under development for us, as well as the associated royalties on future sales of this product if
appraved by the FDA. We are continuing the development program for this product.

10
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Wellbutrin® SR and Zyban®

In December 2002, we acquired from GSK the rights to Wellbutrin® SR and Zyban® in Canada for
$72.0 million. Wellbutrin® SR is prescribed for the treatment of depression and Zyban® is administered for the
treatment of nicotine addiction as an aid to smoking cessation. Both products are formulations of bupropion
HCL. GSK will manufacture and supply Wellbutrin® SR and Zyban® to us for four years from the date of
acquisition. In addition, we acquired the rights to market our once-daily formulation of bupropion HCl in
Canada under the trade name Wellbutrin® XL subject to regulatory approval.

Vasotec® and Vaseretic®

In May 2002, we acquired from Merck & Co., Inc. (“Merck”™) the rights to Vasotec® and Vaseretic® in the
United States for $245.3 million. Vasotec® (enalapril) is a leading angiotensin converting enzyme mhibitor
indicated for hypertension and symptomatic congestive heart failure and Vaseretic® is a fixed-dose combmation
of Vasotec® and a diuretic. Merck will manufacture and supply Vasotec® and Vaseretic® to us for five years from
the date of acquisition. We are developing an enhanced formulation of Vasotec®, and a fixed-dose combination
of Vasotec® with another active ingredient, to capitalize on the value of the acquired trademark. We also entered
into a separate agreement with Merck to develop a new dosage format (utilizing our CEFORM™ technology) of
a Merck product under development.

Teveten® and Teveten® HCT

In March 2002, we acquired from Solvay Pharmaceuticals Marketing & Licensing AG (“Solvay™) the rights
to Teveten® and Teveten® HCT in the United States for $94.3 million. Teveten® (eprosartan) is an angiotensin-II
receptor blocker that is indicated for use either alone or in conjunction with other antihypertensive medications
and Teveten® HCT is a combination of Teveten® and a diuretic. Solvay will manufacture and supply Teveten®
and Teveten HCT® to us for up to 12 years from the date of acquisition. We re-launched Teveten® in June 2002
and began to actively promote Teveten® HCT in April 2003 following receipt of FDA approval in February 2003.

Zovirax

Effective January 1, 2002, we acquired from GSK the exclusive distribution rights to Zovirax Ointment and
Zovirax Cream in the United States for $133.4 million. Zovirax is a topical anti-viral product. Zovirax Ointment
is indicated for the treatment of herpes and Zovirax Cream is indicated for the treatment of cold sores. In
December 2002, we agreed to pay GSK $40.0 million to extend the term of the Zovirax distribution and supply
agreement from 10 years to 20 years. We also agreed to pay GSK an aggregate amount of $45.0 million, over
four years beginning in 2004, to amend several terms of the original Zovirax distribution and supply agreement.
GSK will manufacture and supply Zovirax Ointment and Zovirax Cream to us over the term of the amended
Zovirax distribution and supply agreement. We received FDA approval for Zovirax Cream 1n January 2003 and
[aunched this product n July 2003.

Year ended December 31, 2001
‘Wellbutrin XEL™

In October 2001, we entered into an agreement with GSK for the development and license of Wellbutrin
XL™ and the co-promotion of GSK’s sustained-refease Wellbutrin SR®. We collaborated with GSK fo complete
the development of Wellbutrin XL™ and we licensed this product to GSK for sale and distribution in the
United States. In addition, we co-promoted Wellbutrin SR® in the United States during the period from
January 1, 2002 to March 31, 2003. GSK filed an NDA for Wellbutrin XL™ in August 2002 and recerved FDA
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approval for this product in August 2003. GSK has elected to develop and market Wellbutrin XL™ on a
worldwide basis (except in Canada, where we have retained the rights to market this product subject to
regulatory approval). We will manufacture Wellbutrin XL™ to meet GSK's global supply requirements.

RESULTS OF OPERATIONS
YEAR ENDED DECEMBER 31, 2003 COMPARED TO 2002
REVENUE

Our revenue is derived from: (i) sales of pharmaceutical products; (if) providing research and development
services; (iii) the co-promotion of pharmaceutical products; and (iv) royalties and license fees. Product sales
include sales of products developed and manufactured by us, as well as sales of proprietary and in-licensed
products. Research and development revenue relates to product development activities in collaboration with
third parties and pharmaceutical contract research services. Fees for co-promotion services are derived from the
sale of co-promoted products developed by other companies. Royalties are derived from the sale of products we
developed or acquired and from our mterests in certain licensed products. License fees are derived from the
license of our technologies or product rights.

The following table displays the dollar amount of each source of revenue in 2003 and 2002, the percenlage
of each source of revenue as compared to total revenue in the respective year, and the dollar and percentage
changes in the dollar amount of each source from 2002 to 2003.

Years ended December 31

(% in 000s) 2003 2002 Change
Product $ales. .. ..o ovveoon . ..., $632898 77% $645.986 82% $(13,088) (1%
Research and development ... .. ............ 14,239 2 28,425 4 (14,186) (50)
Co-promotion, royalty and licensing ... .._..... 176385 21 113,614 14 62971 55

$823.722 100% $788.025 100% § 35697 5%

Product sales

Product sales revenue comprises sales of Promoted products, Wellbutrin XL™, Biovail Pharmaceuticals
Canada (“BPC”) products, Legacy products and Generic products. These categories are explained as follows:

 Promoted products comprise Cardizem® LA, Zovirax Ointment and Cream, and Teveten® and Teveten®
HCT. We promote these products directly to physicians in the United States through our own national
network of integrated sales representatives.

= We are the exclusive manufacturer and supplier of Wellbutrin XL™ trade and sample product to GSK.
The supply price for Wellbutrin XL™ trade product is based on an increasing tiered percentage of
revenue generated on GSK’s net sales (after taking into consideration GSK’s provisions for estimated
discounts, returns, rebates and chargebacks) of this product. The supply price for Wellbutrin X1.™ sample
product is based on contractually agreed prices.

* BPC products include Tiazac®, Cardizem® CD, Wellbutrin® SR, Zyban®, Monocor and Retavase. We
promote most of these products directly to physicians in Canada through our own national network of
integrated sales representatives.
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*» Legacy products include Tiazac®, Cardizem® CD, Vasotec®, Vaseretic®, Ativan®, Isordil®, Cedax and
Rondec. These products are sold 1n the United States. We do not promote Legacy products as most of
these products have been genericized.

* We manufacture and supply our Generic products to our distributor, Teva Pharmaceuticals USA, Inc.
(“Teva™). The supply prices for our Generic products are based on a percentage of Teva’s net selling
prices (after taking into consideration Teva’s provisions for estimated discounts, allowances, returns,
rebates and chargebacks}.

The following tabie displays product sales by category in 2003 and 2002, the percentage of each category as
compared to total product sales in the respective year, and the dollar and percentage changes in the dollar
amount of each category from 2002 to 2003.

Years ended December 31

(% in 0085) 2003 2002 Change
Promoted products. ... ....... ... ......... $172418 27% $108261 17% § 64,157 59 %
Wellbutrin XL® ... .. ... ... ... ... 64932 10 — —_ 64,932 N/A
BPCoproducts ...... .. . covuurnnann.nn. 85,197 14 32,565 S 52,632 162
Coreproducts . ....... ......... . ,.-...- 322547 51 140,826 22 181,721 129
Legacy products. ... .. .. .. e 208,860 33 323,626 50 (114,766 (35}
Genericproducts . .. ... ... ..., 101491 16 181,534 28 {80,043 (44

$632.898 100% $645986 100% $(13088) ()%

Product sales were $632.9 million in 2003 compared to $646.0 million in 2002, a decrease of
$13.1 million or 2%.

Promoted product sales were $172.4 million in 2003 compared to $108.3 million in 2002, an increase of
$64.1 million or 59%. The increase in Promoted product sales in 2003 compared to 2002 reflected the launches
of Teveten® HCT, Cardizem® LA and Zovirax Cream. In February 2003, we received FDA approval for Teveten®
HCT, and we launched this product in March 2003. In February 2003, we also received FDA approval for a
hypertension indication for Cardizem® LA, and we launched this product in April 2003. In January 2003, we
received FDA approval for Zovirax Cream, and we [aunched this product in July 2003. In total, these new
products contributed $68.6 million in product sales revenue in 2003.

Wellbutrin XL™ revenue from sales of trade and sample product was $64.9 million in 2003. Our Wellbutrin
XL.™ revenue in 2003 reflected a high initial proportion of lower value sample versus trade product sales, and
the fact that most of our revenue from trade product sales was earned at the lowest tier of the supply price. In
June 2003, GSK received an approvable letter from the FDA for Wellbutrin XI.™. In anticipation of receiving
final approval for Wellbutrin XL™ in the third quarter of 2003, we began manufacturing and recognizing
revenue from the sale of launch quantities of Wellbutrin XL.™ to GSK immediately following the receipt of the
approvable letter. GSK received final FDA approval for Wellbutrin XL™ 1n August 2003 and GSK launched this
product in September 2003.

BPC product sales were $85.2 million in 2003 compared to $32.6 million in 2002, an increase of
$52.6 million or 162%. The increase in BPC product sales in 2003 compared to 2002 was due to higher Tiazac®
sales, and the added contribution from Wellbutrin® SR and Zyban®, which we acquired from GSK
December 2002.
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Core product sales is a subtotal that includes all products that we actively promote. Core product sales were
$322.5 million in 2003 compared to $140.8 million in 2002, an increase of $181.7 million or 129%. The increase
in Core product sales reflected the additions of Wellbutrin XL™, Cardizem® LA, Zovirax Cream and Teveten®
HCT in the United States, and Wellbutrin® SR and Zyban® in Canada.

Legacy product sales were $208.9 million in 2003 compared to $323.6 million in 2002, a decrease of
$114.7 million or 35%. The decrease in Legacy product sales in 2003 compared to 2002 was mainly due to a
decline in sales of Cardizem® CD and Tiazac® in the United States, which offset the added contribution from
Ativan® and Isordil®, which we acquired from Wyeth in May 2003. Sales of Cardizem® CD were impacted by an
overall decline in market share for this product, as well as the conversion from Cardizem® CD to Cardizem® LA.
In addition, management determined that, based on recent trends in return and exchange levels and an
anticipated increase in the conversion from Cardizem® CD to Cardizem® LA, the provision for product returns
refated primarily to Cardizem® CD should be increased. Accordingly, we recorded an increase in these
provisions of approximately $20.0 million in the fourth quarter of 2003. Sales of Tiazac® in the Umnited States
were impacted by the introduction of a generic version of this product by Andrx Corporation (“Andrx™) in
April 2003. We are entitied to receive a royalty from Andrx based on the net sales of its generic Tiazac® product.
In April 2003, we launched our own generic version of Tiazac® through our licensee, Forest Laboratories Inc., to
compete with Andrx’'s product.

Generic product sales were $101.5 million in 2003 compared to $181.5 million in 2002, a decrease of
$80.0 million or 44%. The decrease in Generic product sales in 2003 compared to 2002 was due to increased
competition and fower pricing, as well as a reduction in inventory levels by Teva. We also determined through a
third party audit that Teva had improperly deducted certain amounts in the calculation of net sales of our
Generic products that resufted in lower than expected revenue. In the third quarter of 2003, Teva paid us
$8.5 million in compensation for a portion of these deductions, which we recorded as an addition to Generic
product sales. We have commenced arbitration proceedings agamnst Teva to recover our proportion of what we
believe were additional improper deductions taken by Teva.

We expect our Promoted product sales to increase in 2004 compared to 2003 due to a full-year contribution
from Cardizem® LA, Teveten® HCT and Zovirax Cream, as well as increased promotion of these products by
our new specialty sales forces. We expect our revenue from Wellbutrin XL™ sales to increase mn 2004 compared
to 2003 due to a full-year contribution from this product, combmed with the impact of an increasing tiered
supply price through the year for Wellbutrin XL™ trade product, and an anticipated increase in the conversion
from Wellbutrin SR® to Wellbutrin XL™. We expect our BPC product sales to increase in 2004 compared to
2003 due to our promotion of Wellbutrin® SR and Zyban® We expect our Legacy product sales to decline in
2004 compared to 2003 due to generic competition and an anticipated increase in the conversion from
Cardizem® CD to Cardizem® LA. We expect our Generic product sales level to remain relatively unchanged n
2004 compared to 2003, as Teva’s demand for inventory stabilizes, offsetting an anticipated decline due to
competitive pressure on volume and pricing.

Research and development

Research and development activities generated revenue of $14.2 million in 2003 compared to $28.4 million
in 2002, a decrease of $14.2 million or 50%.

In 2002, research and development revenue inciuded $11.5 million of revenue associated with our
development of Wellbutrin XL™ in collaboration with GSK. During 2002, we completed the development of
Wellbutrin XL™. In 2003 and 2002, our remaining research and development revenue was primarily generated
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from clinical research and laboratory testing services provided to external customers by our contract research
operation.

We expect research and development revenue in 2004 to be comparable to the 2003 level.

Co-promeotion, royalty and licensing

Co-promotion, royalty and licensing activities generated revenue of $176.6 million in 2003 compared to
$113.6 million in 2002, an increase of $63.0 million or 55%.

In the first quarter of 2003, we concluded our co-promotion, with GSK, of Wellbutrin SR® in the
United States, and we earned the final quarterly increment of $10.0 million. In 2002, we earned four quarterly
increments, of $10.0 million each, related to the co-promotion of Wellbutrin SR®. Our remaining co-promotion
revenue was related to the co-promotion of H. Lundbeck A/S’s Celexa m Canada, which amounted to
$33.1 million and $21.0 million in 2003 and 2002, respectively. Effective December 31, 2003, we discontinued our
promotion of Celexa m order to focus our marketing efforts on Wellbutrin® SR and Zyban® i Canada.

Royalty revenue increased n 2003 compared to 2002 due to the added contribution from our participating
interest in the gross profit on sales by a third party of generic omeprazole, which amounted to $103.0 million in
2003 as compared to $20.3 million in 2002. We earned the final contribution from this participating interest in
the first quarter of 2004.

We expect co-promotion, royalty and licensing revenue to be significantly lower in 2004 compared to 2003
due to conclusion of the contributions from our participating interest in generic omeprazole and the
co-promotion of Celexa in Canada.

OPERATING EXPENSES

The following tabie displays the dollar amount of each operating expense item in 2003 and 2002, the
percentage of each item as compared to total revenue in the respective year, and the dollar and percentage
change in the dollar amount of each item from 2002 to 2003.

Years ended December 31

{$ in 000s) 2603 2002 Change
Costofgoodssold .......... ........... $139456 17% §$164706 21% $(25.250) (15)%
Research and development .. .............. 86,570 10 52,150 7 34420 66
Selling, general and admmistrative ... ... ..... 2427771 29 166,397 21 76,374 46
Amortization .. ..... . .......... e 240,650 30 125,849 16 114,801 91
Write-down ofassets ... .. ................ 82,1890 10 31,544 4 50,245 157
Extinguishment of royahly obligation. .. ....... 61,348 7 — — 61.348 N/A
Settlements . . .., . e s {34,055y (4 - — (34,055) N/A

$818020 99% §541,046 69%  $277.883  51%

Cost of goods sold and gross margins

Cost of goods sold was $139.5 million in 2003 compared to $164.7 million in 2002, a decrease of
$25.2 million or 15%. Gross margins based on product sales were 78% in 2003 compared to 75% in 2002.

The decrease in cost of goods sold in 2003 compared to 2002 was mainly related to a lower Zovirax supply
price. Effective October 1, 2002, we amended several terms of the original Zovirax distribution agreement with
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GSK, including a reduction in the supply price for this product. We have been paying the reduced supply price
since October 1, 2002; however, the reduction in the supply price was subject to repayment if Wellbutrin XL™
was not approved by the FDA. Accordingly, prior to the second quarter of 2003, we had been deferring the value
of the reduction in the supply price pending the outcome of the Wellbutrin XL™ approval. In June 2003, GSK
received an approvable letter from the FDA relating to Wellbutrin XL.™, which raised only routine matters. As a
result, we believed that the likelihood of repaying the reduction in the supply price was low and, accordingly, we
reversed the accrued liability for the deferred value of the reduction in the supply price. The recognition of the
aggregate deferred value of $25.5 million was recorded as a reduction to the cost of Zovirax sold in the second
quarter of 2003. Also contributing to the decrease in cost of goods sold in 2003 was a recovery from Elan
Corporation, plc (“Elan”} of $2.7 million related to its supply to us of generic versions of Adalat CC.

Gross margins in 2003 were favourably impacted by the reduction in the Zovirax supply price, the
compensation rec