Edgar Filing: VALEANT PHARMACEUTICALS INTERNATIONAL - Form 10-Q

VALEANT PHARMACEUTICALS INTERNATIONAL
Form 10-Q
August 05, 2009

UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
Form 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2009
or
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 1-11397

Valeant Pharmaceuticals International
(Exact name of registrant as specified in its charter)

Delaware 33-0628076
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
One Enterprise 92656
Aliso Viejo, California (Zip Code)

(Address of principal executive offices)
(949) 461-6000
(Registrant s telephone number, including area code)

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes
oNoo

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

Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting
(Do not check if a smaller company o
reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No p
The number of shares outstanding of the registrant s Common Stock, $0.01 par value, as of July 31, 2009 was
81,229,290.



Edgar Filing: VALEANT PHARMACEUTICALS INTERNATIONAL - Form 10-Q




Edgar Filing: VALEANT PHARMACEUTICALS INTERNATIONAL - Form 10-Q

VALEANT PHARMACEUTICALS INTERNATIONAL
INDEX

PART1 FINANCIAL INFORMATION
Item 1. Financial Statements (unaudited)
Consolidated Condensed Balance Sheets as of June 30. 2009 and December 31. 2008

Consolidated Condensed Statements of Operations for the three and six months ended June 30. 2009
and 2008

Consolidated Condensed Statements of Comprehensive Income for the three and six months ended
June 30. 2009 and 2008

Consolidated Condensed Statements of Cash Flows for the six months ended June 30. 2009 and 2008
Notes to Consolidated Condensed Financial Statements

Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
Item 3. Quantitative and Qualitative Disclosures About Market Risk

Item 4. Controls and Procedures

PARTII _OTHER INFORMATION

Item 1. Legal Proceedings
Item 1A. Risk Factors
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Item 4. Submission of Matters to a Vote of Security Holders
Item 6. Exhibits

SIGNATURES

Page
Number

2
2

51
51
53
54
55
57




Edgar Filing: VALEANT PHARMACEUTICALS INTERNATIONAL - Form 10-Q

PART1I FINANCIAL INFORMATION
Item 1. Financial Statements
VALEANT PHARMACEUTICALS INTERNATIONAL
CONSOLIDATED CONDENSED BALANCE SHEETS
As of June 30, 2009 and December 31, 2008 (unaudited)

December
31,
2008

(In thousands, except par value

June 30,
2009
ASSETS

Current Assets:
Cash and cash equivalents $ 345,620
Marketable securities 107,359
Accounts receivable, net 145,622
Inventories, net 85,159
Prepaid expenses and other current assets 14,178
Current deferred tax assets, net 19,029
Income taxes 3,638
Total current assets 720,605
Property, plant and equipment, net 95,435
Deferred tax assets, net 2,151
Goodwill 108,585
Intangible assets, net 452,015
Other assets 16,488
Total non-current assets 674,674

$ 1,395,279

LIABILITIES AND STOCKHOLDERS EQUITY

Current Liabilities:
Trade payables $ 31,608
Accrued liabilities 198,734
Notes payable and current portion of long-term debt 766
Deferred revenue 11,599
Income taxes payable 8,354
Current deferred tax liabilities, net
Current liabilities for uncertain tax positions
Total current liabilities 251,061
Long-term debt, less current portion 649,447
Deferred revenue 10,389
Deferred tax liabilities, net 14,430

data)

$ 199,582
19,193
144,509
72,972

17,605

16,179

470,040
90,228
14,850

114,634

467,795
28,385

715,892

$ 1,185,932

$ 41,638
231,450

666

15,415

2,497

2,446

478

294,590
398,136
11,841
812
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Liabilities for uncertain tax positions
Other liabilities

Total non-current liabilities

Total liabilities

Commitments and contingencies

Stockholders Equity:

Common stock, $0.01 par value; 200,000 shares authorized; 82,332

(June 30, 2009) and 81,753 (December 31, 2008) shares outstanding (after
deducting shares in treasury of 19,787 as of June 30, 2009 and 18,688 as
of December 31, 2008)

Additional capital

Accumulated deficit

Accumulated other comprehensive income

Total Valeant stockholders equity
Noncontrolling interest

Total stockholders equity

$

13,652
139,287

827,205

1,078,266

824

1,143,037
(841,729)

14,862

316,994
19

317,013

1,395,279

$

53,425
175,380

639,594

934,184

818

1,138,575
(905,784)

18,122

251,732
17

251,748

1,185,932

The accompanying notes are an integral part of these consolidated condensed financial statements.
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VALEANT PHARMACEUTICALS INTERNATIONAL
CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS
For the three and six months ended June 30, 2009 and 2008

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(Unaudited, in thousands, except per share data)

Revenues:
Product sales $ 166,865 $ 138,751 $319,698 $277,961
Service revenue 5,606 12,344
Alliances (including ribavirin royalties) 19,227 14,805 37,579 27,578
Total revenues 191,698 153,556 369,621 305,539

Costs and expenses:

Cost of goods sold (excluding amortization) 42,750 47,874 82,447 83,629

Cost of services 5,337 9,663

Selling, general and administrative 62,535 70,772 126,751 140,211

Research and development costs, net 9,145 22,567 17,880 51,861

Special charges and credits including acquired

in-process research and development 1,974 1,974

Restructuring, asset impairments and dispositions 1,694 13,957 2,905 767

Amortization expense 17,105 12,799 34,109 26,128

Total costs and expenses 140,540 167,969 275,729 302,596

Income (loss) from operations 51,158 (14,413) 93,892 2,943

Other income (expense), net including translation and

exchange (646) (298) 566 (1,829)
Gain on early extinguishment of debt 2,777 7,376

Interest income 725 5,236 2,560 9,960

Interest expense (8,551) (13,325) (16,564) (26,709)
Income (loss) from continuing operations before

income taxes 45,463 (22,800) 87,830 (15,635)
Provision for income taxes 12,427 29,215 23,996 33,874

Income (loss) from continuing operations 33,036 (52,015) 63,834 (49,509)
Income (loss) from discontinued operations, net of tax (175) (26,313) 223 (23,020)
Net income (loss) 32,861 (78,328) 64,057 (72,529)
Less: Net income attributable to noncontrolling

interest 1 2 2 4

Net income (loss) attributable to Valeant $ 32,860 $ (78,330) $ 64,055 $ (72,533)

Basic income (loss) per share attributable to Valeant:
$ 040 $ (0.58) $ 077 $ (0.55)
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Income (loss) from continuing operations attributable

to Valeant

Loss from discontinued operations attributable to

Valeant (0.29) (0.26)
Net income (loss) per share attributable to Valeant $ 040 $ (0.87) $ 077 $ (0.81)
Diluted income (loss) per share attributable to

Valeant:

Income (loss) from continuing operations attributable

to Valeant $ 039 $ (0.58) $ 076 $ (0.55)
Income (loss) from discontinued operations

attributable to Valeant (0.29) 0.01 (0.26)
Net income (loss) per share attributable to Valeant $ 039 $ (0.87) $ 077 $ (0.81)
Shares used in per share computation - Basic 82,794 89,802 82,733 89,696
Shares used in per share computation - Diluted 83,673 89,802 83,566 89,696

The accompanying notes are an integral part of these consolidated condensed financial statements.
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VALEANT PHARMACEUTICALS INTERNATIONAL
CONSOLIDATED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME
For the three and six months ended June 30, 2009 and 2008

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(Unaudited, in
thousands)

Net income (loss) $32,861 $ (78,328) $ 64,057 $(72,529)
Other comprehensive income (loss):
Foreign currency translation adjustments 26,011 16,970 (3,474) 70,539
Unrealized gain on marketable equity securities 172 2,958 172 1,084
Unrealized gain (loss) on hedges (155) 622 56 27
Pension liability adjustment (83) 147 (14) 161
Comprehensive income (loss) $ 58,806 $ (57,631) $ 60,797 $  (718)

The accompanying notes are an integral part of these consolidated condensed financial statements.
4
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VALEANT PHARMACEUTICALS INTERNATIONAL
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
For the six months ended June 30, 2009 and 2008

Six Months Ended
June 30,
2009 2008
(Unaudited, in thousands)
Cash flows from operating activities:

Net income (loss) $ 64,057 $ (72,529)
Income (loss) from discontinued operations 223 (23,020)
Income (loss) from continuing operations 63,834 (49,509)

Adjustments to reconcile income (loss) from continuing operations to net cash
provided by operating activities in continuing operations:

Depreciation and amortization 41,753 35,686
Provision for losses on accounts receivable and inventory 1,505 16,152
Stock compensation expense 7,703 (1,687)
Excess tax deduction from stock options exercised (734)

Translation and exchange (gains) losses, net (625) 1,829
Impairment charges and other non-cash items 8,320 (21,045)
Payments of accreted interest on long-term debt (22,987)

Deferred income taxes (501) 27,436
Gain on extinguishment of debt (7,376)

Change in assets and liabilities, net of effects of acquisitions:

Accounts receivable 11,850 37,566
Inventories (9,662) (16,565)
Prepaid expenses and other assets 4,603 677
Trade payables and accrued liabilities 4,965 12,838
Income taxes 2,790 12,769
Other liabilities (23,155) (90)
Cash flow from operating activities in continuing operations 82,283 56,057
Cash flow from operating activities in discontinued operations (2,434) (4,354)
Net cash provided by operating activities 79,849 51,703

Cash flows from investing activities:

Capital expenditures (9,108) (5,769)
Proceeds from sale of assets 484 418
Proceeds from sale of businesses 3,342 48,575
Proceeds from investments 20,408 77,904
Purchase of investments (108,012) (100,172)
Acquisition of businesses, license rights and product lines (84,098) (980)
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Cash flow from investing activities in continuing operations
Cash flow from investing activities in discontinued operations

Net cash provided by (used in) investing activities

Cash flows from financing activities:

Payments on long-term debt and notes payable

Proceeds from capitalized lease financing, long-term debt and notes payable
Stock option exercises and employee stock purchases

Excess tax deduction from stock options exercised
Purchase of treasury stock

Cash flow from financing activities in continuing operations

Cash flow from financing activities in discontinued operations

Net cash provided by financing activities

Effect of exchange rate changes on cash and cash equivalents

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Cash and cash equivalents classified as part of discontinued operations

Cash and cash equivalents of continuing operations

(176,984)
(10,610)

(187,594)

(94,301)
349,603
31,445
734

(25,706)

261,775

261,775
(7,992)

146,038

199,582

345,620

$ 345,620

19,976
67,741

87,717

(595)
101
7,867

(6,819)

554

554
16,961
156,935
309,365
466,300
(127,263)

$ 339,037

The accompanying notes are an integral part of these consolidated condensed financial statements.
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VALEANT PHARMACEUTICALS INTERNATIONAL
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(Unaudited)
(all amounts in thousands, except share and per share amounts, unless otherwise indicated)

In the consolidated condensed financial statements included herein, we, us, our, Valeant andthe Company re
Valeant Pharmaceuticals International and its subsidiaries. The consolidated condensed financial statements have been
prepared by us, without audit, pursuant to the rules and regulations of the Securities and Exchange Commission (the

SEC ). Certain information and footnote disclosures normally included in financial statements prepared on the basis of
accounting principles generally accepted in the United States of America have been condensed or omitted pursuant to
such rules and regulations. The results of operations presented herein are not necessarily indicative of the results to be
expected for a full year. Although we believe that all adjustments (consisting only of normal, recurring adjustments)
necessary for a fair presentation of the interim periods presented are included and that the disclosures are adequate to
make the information presented not misleading, these consolidated condensed financial statements should be read in
conjunction with the consolidated financial statements and notes thereto included in our Current Report on Form 8-K
filed on May 28, 2009 (the 2008 Annual Report 8-K ). The year-end condensed balance sheet data presented here was
derived from audited financial statements, but does not include all disclosures required by accounting principles
generally accepted in the United States of America.

1. Organization and Summary of Significant Accounting Policies

Organization: We are a multinational specialty pharmaceutical company that develops, manufactures and markets
a broad range of pharmaceutical products. Additionally, we generate alliance revenue, including royalties from the
sale of ribavirin by Schering-Plough Ltd. ( Schering-Plough ) and revenues associated with the Collaboration and
License Agreement with GSK (as defined in Note 3 below). We also generate alliance revenue and service revenue
from the development of dermatological products by Dow Pharmaceutical Sciences, Inc. ( Dow ).

Principles of Consolidation: The accompanying consolidated financial statements include the accounts of Valeant
Pharmaceuticals International, its wholly owned subsidiaries and its majority-owned subsidiary in Poland. All
significant intercompany account balances and transactions have been eliminated.

Marketable Securities: Marketable securities include short-term commercial paper, bank certificates of deposit and
corporate bonds which, at the time of purchase, have maturities of greater than three months. Marketable securities are
generally categorized as held-to-maturity and are thus carried at amortized cost, because we have both the intent and
the ability to hold these investments until they mature. As of June 30, 2009 and December 31, 2008, the fair value of
these marketable securities approximated cost. As of December 31, 2008, corporate bonds are categorized as
available-for-sale and are carried at fair value.

Accumulated Other Comprehensive Income: The components of accumulated other comprehensive income consists
of accumulated foreign currency translation adjustments, unrealized gains on marketable equity securities, pension
funded status and changes in the fair value of derivative instruments.

Discontinued Operations: The results of operations related to our product rights in Infergen and our business
operations located in Western and Eastern Europe, Middle East and Africa (the WEEMEA business ) have been
reflected as discontinued operations in our consolidated financial statements in accordance with Statement of
Financial Accounting Standards ( SFAS ) No. 144, Accounting for the Disposal and Impairment of Long-Lived Assets
( SFAS 144 ) and Emerging Issues Task Force ( EITF ) Issue No. 03-13, Applying the Conditions in Paragraph 42 of
FASB Statement No. 144 in Determining Whether to Report Discontinued Operations ( EITF 03-13 ). For more details
regarding our discontinued operations, see Note 5.

Derivative Financial Instruments: We account for derivative financial instruments based on whether they meet our
criteria for designation as hedging transactions, either as cash flow, net investment or fair value hedges. Our derivative
instruments are recorded at fair value and are included in other assets or accrued liabilities. Depending on the nature of
the hedge, changes in the fair value of a hedged item are either offset against the change in the fair value of the hedged
item through earnings or recognized in other comprehensive income until the hedged item is recognized in earnings.

6
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VALEANT PHARMACEUTICALS INTERNATIONAL
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (Continued)

Use of Estimates: The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires us to make estimates and assumptions that affect the reported
amount of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting periods. Actual results could differ materially
from those estimates.

Recently Adopted Accounting Standards:

Effective January 1, 2009, we adopted SFAS No. 160, Noncontrolling Interests in Consolidated Financial
Statements-an amendment of ARB No. 51 ( SFAS 160 ). The adoption of SFAS 160 changed the presentation format of
our consolidated statements of operations and consolidated balance sheets but did not have an impact on net income or
equity attributable to Valeant stockholders. SFAS 160 establishes accounting and reporting standards for the
noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. It clarifies that a noncontrolling
interest in a subsidiary is an ownership interest in the consolidated entity that should be reported as a separate
component of equity in the consolidated financial statements. In addition, SFAS 160 changes the way the consolidated
statement of operations is presented and requires consolidated net income to be reported at amounts that include the
amount attributable to both Valeant and the noncontrolling interest.

In February 2008, the Financial Accounting Standards Board ( FASB ) issued Staff Position No. FAS 157-2,
Effective Date of FASB Statement No. 157 ( FSP FAS 157-2 ), which delayed the effective date of SFAS No. 157, Fair
Value Measurements ( SFAS 157 ), for certain nonfinancial assets and nonfinancial liabilities until interim periods for
fiscal years beginning after November 15, 2008. SFAS 157 changed the underlying methodology of determining fair
value when fair value measurements are required in accounting principles generally accepted in the United States.
SFAS 157 also expanded the disclosure requirements about fair value measurements. The adoption of FSP FAS 157-2
in the first quarter of 2009 did not have a material impact on our financial position, cash flows or results of operations.

In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations ( SFAS 141(R) ). SFAS
141(R) establishes principles and requirements for how the acquirer of a business recognizes and measures in its
financial statements the identifiable assets acquired, the liabilities assumed and any noncontrolling interest in the
acquiree. SFAS 141(R) also provides guidance for recognizing and measuring goodwill acquired in the business
combination and determines what information to disclose to enable users of the financial statements to evaluate the
nature and financial effects of the business combination. Among other requirements, SFAS 141(R) expands the
definition of a business combination, requires acquisitions to be accounted for at fair value, and requires transaction
costs and restructuring charges to be expensed. SFAS 141(R) is effective for fiscal years beginning on or after
December 15, 2008. SFAS 141(R) requires that any reduction to a tax valuation allowance established in purchase
accounting that does not qualify as a measurement period adjustment will be accounted for as a reduction to income
tax expense, rather than a reduction of goodwill. We adopted SFAS 141(R) as of January 1, 2009. The adoption did
not have a material effect on our consolidated financial statements. SFAS 141(R) is required to be adopted
concurrently with SFAS 160.

In December 2007, the FASB ratified the consensus reached by the EITF in EITF Issue No. 07-1, Accounting for
Collaborative Arrangements ( EITF 07-1 ). EITF 07-1 defines collaborative arrangements and establishes reporting
requirements for transactions between participants in a collaborative arrangement and between participants in the
arrangement and third parties. EITF 07-1 also establishes the appropriate income statement presentation and
classification for joint operating activities and payments between participants, as well as the sufficiency of the
disclosures related to these arrangements. EITF 07-1 is effective for fiscal years beginning after December 15, 2008,
and interim periods within those fiscal years. Retrospective application to all prior periods presented is required for all
collaborative arrangements existing as of the effective date. We adopted EITF 07-1 on January 1, 2009. The adoption
of EITF 07-1 did not have a material impact on our consolidated financial statements.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities
an amendment of FASB Statement No. 133 ( SFAS 161 ). SFAS 161 requires enhanced disclosures about an entity s
derivative and hedging activities, including (i) how and why an entity uses derivative instruments,

12
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VALEANT PHARMACEUTICALS INTERNATIONAL
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (Continued)
(i1) how derivative instruments and related hedged items are accounted for under SFAS 133, and (iii) how derivative
instruments and related hedged items affect an entity s financial position, financial performance and cash flows. We
adopted SFAS 161 on January 1, 2009. The adoption of SFAS 161 did not have a material impact on our consolidated
financial statements.

In April 2008, the FASB issued Staff Position No. FAS 142-3, Determination of the Useful Life of Intangible
Assets ( FSP FAS 142-3 ). FSP FAS 142-3 amends the factors that should be considered in developing renewal or
extension assumptions used to determine the useful life of a recognized intangible asset under SFAS No. 142,
Goodwill and Other Intangible Assets, ( SFAS 142 ) in order to improve the consistency between the useful life of a
recognized intangible asset under SFAS 142 and the period of expected cash flows used to measure the fair value of
the asset under SFAS 141(R). We adopted FSP FAS 142-3 on January 1, 2009. The adoption of FSP FAS 142-3 did
not have a material effect on our consolidated financial statements.

In May 2008, the FASB issued Staff Position No. APB 14-1, Accounting for Convertible Debt Instruments That
May Be Settled in Cash upon Conversion (Including Partial Cash Settlement) ( FSP APB 14-1 ). FSP APB 14-1
requires the liability and equity components of convertible debt instruments that may be settled in cash upon
conversion (including partial cash settlement) to be separately accounted for in a manner that reflects the issuer s
nonconvertible debt borrowing rate. FSP APB 14-1 requires bifurcation of a component of the debt instruments,
classification of that component in equity and the accretion of the resulting discount on the debt to be recognized as
interest expense.

We adopted FSP APB 14-1 on January 1, 2009. The guidance in FSP APB 14-1 was applied retrospectively to all
periods presented. FSP APB 14-1 is effective for our 3.0% Convertible Subordinated Notes (the 3.0% Notes ) and our
4.0% Convertible Subordinated Notes (the 4.0% Notes ) issued in 2003, each of which had an original principal
amount of $240.0 million. The adoption of FSP APB 14-1 resulted in an increase in interest expense and decrease in
net income from continuing operations of $2.7 million and $6.1 million for the three and six months ended June 30,
2009, respectively. The impact on basic and diluted earnings per share was a reduction of $0.03 and $0.07 in the three
and six months ended June 30, 2009. The adoption resulted in an increase in interest expense and net loss from
continuing operations of $3.7 million and $7.4 million for the three and six months ended June 30, 2008, respectively.
Basic and diluted loss per share increased $0.04 and $0.08 for the three and six months ended June 30, 2008 as a result
of the adoption. The adoption also resulted in a decrease in additional capital of $70.0 million as of January 1, 2009.
See Note 9 for additional information regarding our implementation of FSP APB 14-1.

In April 2009, the FASB issued Staff Position No. FAS 115-2 and FAS 124-2, Recognition and Presentation of
Other-Than-Temporary Impairments ( FSP FAS 115-2 ), which provides new guidance on the recognition of
other-than-temporary impairments of investments in debt securities and provides new presentation and disclosure
requirements for other-than-temporary impairments of investments in debt and equity securities. FSP FAS 115-2 is
effective for interim reporting periods ending after June 15, 2009. We adopted FSP FAS 115-2 in the second quarter
of 2009. The adoption did not have a material impact on our consolidated financial statements.

In April 2009, the FASB issued Staff Position No. FAS 107-1 and APB 28-1, Interim Disclosures about Fair
Value of Financial Instruments ( FSP FAS 107-1 ). FSP FAS 107-1 amends SFAS No. 107, Disclosures about Fair
Value of Financial Instruments ( SFAS 107 ) to require disclosures about fair value of financial instruments in interim
reporting periods. Such disclosures were previously required only in annual financial statements. FSP FAS 107-1 is
effective for interim reporting periods ending after June 15, 2009. We adopted FSP FAS 107-1 in the second quarter
of 2009 and have provided the additional disclosures required in Note 9.

In May 2009, the FASB issued SFAS No. 165, Subsequent Events ( SFAS 165 ). SFAS 165 establishes general
standards of accounting for and disclosure of events that occur after the balance sheet date but before financial
statements are issued or are available to be issued. In particular, SFAS 165 sets forth the following: (i) the period after
the balance sheet date during which management of a reporting entity should evaluate events or transactions that may
occur for potential recognition or disclosure in the financial statements; (ii) the circumstances under which an entity
should recognize events or transactions occurring after the balance sheet date in its financial statements; and (iii) the

14



Edgar Filing: VALEANT PHARMACEUTICALS INTERNATIONAL - Form 10-Q

disclosures that an entity should make about events or transactions that occurred after the balance sheet
8

15



Edgar Filing: VALEANT PHARMACEUTICALS INTERNATIONAL - Form 10-Q

VALEANT PHARMACEUTICALS INTERNATIONAL
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (Continued)

date. SFAS 165 does not apply to subsequent events or transactions that are within the scope of other applicable U.S.
generally accepted accounting principles ( GAAP ) that provide different guidance on the accounting treatment for

subsequent events or transactions. SFAS 165 is effective for interim or annual reporting periods ending after June 15,
2009. We adopted SFAS 165 in the second quarter of 2009. In accordance with SFAS 165, we evaluated subsequent

events through August 4, 2009, the issuance date of these financial statements.

New Accounting Standards Not Yet Adopted:

In December 2008, the FASB issued Staff Position No. FAS 132(R)-1, Employers Disclosures about
Postretirement Benefit Plan Assets ( FSP FAS 132(R)-1 ). FSP FAS 132(R)-1 provides additional guidance regarding
an employer s disclosures about plan assets of a defined benefit pension or other postretirement plan. FSP FAS
132(R)-1 requires an employer to disclose information about how investment allocation decisions are made and the
investment policies and strategies that support those decisions, major categories of plan assets, the inputs and
valuation techniques used to develop fair value measurements of plan assets and significant concentrations of credit
risk within plan assets. The disclosures about plan assets are to be provided for fiscal years ending after December 15,
2009. We do not expect the adoption of FSP FAS 132(R)-1 to have a material impact on our financial statements.

In June 2009, the FASB issued SFAS No. 167, Amendments to FASB Interpretation No. 46(R) ( SFAS 167 ). SFAS
167 amends FASB Interpretation No. 46(R), Consolidation of Variable Interest Entities, ( FIN 46(R) ) and changes the
consolidation guidance applicable to a variable interest entity (  VIE ). It also amends the guidance governing the
determination of whether an enterprise is the primary beneficiary of a VIE, and is, therefore, required to consolidate
an entity, by requiring a qualitative analysis rather than a quantitative analysis. The qualitative analysis will include,
among other things, consideration of who has the power to direct the activities of the entity that most significantly
impact the entity s economic performance and who has the obligation to absorb losses or the right to receive benefits of
the VIE that could potentially be significant to the VIE. This standard also requires continuous reassessments of
whether an enterprise is the primary beneficiary of a VIE. Previously, FIN 46(R) required reconsideration of whether
an enterprise was the primary beneficiary of a VIE only when specific events had occurred. SFAS 167 also requires
enhanced disclosures about an enterprise s involvement with a VIE. SFAS 167 will be effective as of the beginning of
interim and annual reporting periods beginning after November 15, 2009. We are currently assessing the impact that
SFAS 167 may have on our financial statements.

In June 2009, the FASB issued SFAS No. 168, The FASB Accounting Standards Codification™ and the Hierarchy
of Generally Accepted Accounting Principles ( SFAS 168 ). SFAS 168 establishes the FASB Accounting Standards
Codification as the source of authoritative accounting principles recognized by the FASB to be applied by
non-governmental entities in the preparation of financial statements in conformity with GAAP in the United States.
SFAS 168 is effective for financial statements issued for interim and annual periods ending after September 15, 2009.
We do not expect the adoption of SFAS 168 to have a material impact on our financial statements.

2. Restructuring

Our restructuring charges include severance costs, contract cancellation costs, the abandonment of capitalized
assets, the impairment of manufacturing facilities, and other associated costs, including legal and professional fees.
We have accounted for statutory and contractual severance obligations when they are estimable and probable,
pursuant to SFAS No. 112, Employers Accounting for Postemployment Benefits. For one-time severance
arrangements, we have applied the methodology defined in SFAS No. 146, Accounting for Costs Associated with Exit
or Disposal Activities ( SFAS 146 ). Pursuant to these requirements, these benefits are detailed in an approved
severance plan, which is specific as to number, position, location and timing. In addition, the benefits are
communicated in specific detail to affected employees and it is unlikely that the plan will change when the costs are
recorded. If service requirements exceed a minimum retention period, the costs are spread over the service period;
otherwise they are recognized when they are communicated to the employees. Contract cancellation costs are recorded
in accordance with SFAS 146. We have followed the requirements of SFAS No. 144, Accounting for the Impairment
or Disposal of Long-lived Assets ( SFAS 144 ), in recognizing the abandonment of capitalized assets and the
impairment of manufacturing facilities. For a further description of the accounting for impairment of long-lived assets
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under SFAS 144, see Note 1, Organization and Summary of Significant Accounting Policies, in our
9
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2008 Annual Report 8-K. Other associated costs, such as legal and professional fees, have been expensed as incurred,
pursuant to SFAS 146.
2008 Restructuring

In October 2007, our board of directors initiated a strategic review of our business direction, geographic
operations, product portfolio, growth opportunities and acquisition strategy. In March 2008, we completed this
strategic review and announced a strategic plan designed to streamline our business, align our infrastructure to the
scale of our operations, maximize our pipeline assets and deploy our cash assets to maximize shareholder value. The
strategic plan included a restructuring program (the 2008 Restructuring ), which reduced our geographic footprint and
product focus by restructuring our business in order to focus on the pharmaceutical markets in our core geographies of
the United States, Canada and Australia and on the branded generics markets in Europe (Poland, Hungary, the Czech
Republic and Slovakia) and Latin America (Mexico and Brazil). The 2008 Restructuring plan included actions to
divest our operations in markets outside of these core geographic areas through sales of subsidiaries or assets and
other strategic alternatives.

In March 2008, we closed the sale to Invida Pharmaceutical Holdings Pte. Ltd. ( Invida ) of certain assets in Asia
that included certain of our subsidiaries, branch offices and commercial rights in Singapore, the Philippines, Thailand,
Indonesia, Vietnam, Taiwan, Korea, China, Hong Kong, Malaysia and Macau. This transaction also included the sale
of certain product rights in Japan. During the three months ended March 31, 2008, we received initial proceeds of
$37.9 million and recorded a gain of $36.9 million in this transaction. During the three months ended June 30, 2008,
we recorded net asset adjustments and additional closing costs aggregating $1.0 million, which resulted in a reduced
gain of $35.9 million as of June 30, 2008. During the three months ended March 31, 2009, we received substantially
all of the remaining additional proceeds of $3.4 million from the sale in accordance with net asset settlement
provisions of the sale.

In June 2008, we sold our subsidiaries in Argentina and Uruguay and recorded a loss on the sale of $2.7 million, in
addition to a $7.9 million impairment charge recorded in the first quarter of 2008 related to the anticipated sale.

In December 2008, as part of our efforts to align our infrastructure to the scale of our operations, we exercised our
option to terminate the lease of our Aliso Viejo, California corporate headquarters as of December 2011 and, as a
result, recorded a restructuring charge of $3.8 million for the year ended December 31, 2008. The charge consisted of
a lease termination penalty of $3.2 million, which will be payable in October 2011, and $0.6 million for certain fixed
assets.

The net restructuring, asset impairments and dispositions charge of $1.7 million in the three months ended June 30,
2009 included $0.9 million of severance charges for a total of 8 affected employees. The charge also included
$0.8 million of contract cancellation costs and other cash costs. The net restructuring, asset impairments and
dispositions charge of $2.9 million in the six months ended June 30, 2009 included $1.8 million of severance charges
for a total of 30 affected employees. The charge also included $1.1 million of contract cancellation costs and other
cash costs.

The following table summarizes the restructuring costs recorded in the three and six months ended June 30, 2009:

Three Six
Months Months
Ended Ended
June 30, June 30,
2009 2009
Severance costs (422 employees, cumulatively) $ 847 $ 1,775
Contract cancellation costs, legal and professional fees and other associated
costs 839 1,094
Subtotal: cash charges 1,686 2,869
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Non-cash charges 8
Restructurings, asset impairments and dispositions $ 1,694

10

$

36

2,905
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The net restructuring, asset impairments and disposition charge of $14.0 million in the three months ended June 30,
2008 included the $1.0 million of additional costs and net asset adjustments recorded as reductions of the gain
originally recorded in the first quarter of 2008 in the Invida transaction, $5.9 million of severance charges for a total
of 126 affected employees, professional service fees and other cash costs of $3.7 million, a $0.7 million impairment
charge related to certain fixed assets in Mexico and the $2.7 million loss on the sale of our subsidiaries in Argentina
and Uruguay.

The net restructuring, asset impairments and disposition charge of $0.8 million in the six months ended June 30,
2008 included $12.1 million of severance costs for a total of 141 affected employees who were part of the supply,
selling, general and administrative and research and development workforce in the United States, Mexico and Brazil.
The charge also included $6.9 million for professional service fees related to the strategic review of our business and
other cash costs of $1.7 million. Additional amounts incurred included a stock compensation charge for the
accelerated vesting of the stock options of our former chief executive officer of $4.8 million, impairment charges
relating to the sale of our subsidiaries in Argentina and Uruguay and certain fixed assets in Mexico of $8.5 million and
the $2.7 million loss on the sale of our subsidiaries in Argentina and Uruguay, offset in part by the gain of
$35.9 million in the transaction with Invida.

The following table summarizes the restructuring costs and gains recorded in the three and six months ended
June 30, 2008:

Three Six
Months Months
Ended Ended
June 30, June 30,
2008 2008
Severance costs (144 employees, cumulatively) $ 5,854 $ 12,069
Legal and professional fees and other associated costs 3,666 8,552
Subtotal: cash charges 9,520 20,621
Stock compensation 4,778
Impairment of long-lived assets 684 8,537
Loss on sale of long-lived assets 2,736 2,736
Subtotal: restructuring expenses 12,940 36,672
Gain on Invida transaction 1,017 (35,905)
Restructurings, asset impairments and dispositions $ 13,957 $ 767

In the three and six months ended June 30, 2008, we recorded inventory obsolescence charges of $11.5 million and
$18.0 million, respectively, resulting primarily from decisions to cease promotion of or discontinue certain products,
decisions to discontinue certain manufacturing transfers, and product quality failures. These inventory obsolescence
charges were recorded in costs of goods sold, in accordance with EITF Issue No. 96-9, Classification of Inventory
Markdowns and Other Costs Associated with a Restructuring.

Reconciliation of Cash Restructuring Payments with Restructuring Accrual

As of June 30, 2009, the restructuring accrual includes $7.2 million related to the 2008 restructuring plan for
severance costs, lease termination penalty costs, contract cancellation costs, legal and professional fees and other
associated costs expected to be paid primarily during the remainder of 2009, except for the lease termination penalty
which will be paid in 2011. A summary of accruals and expenditures of restructuring costs which will be paid in cash
is as follows:
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Reconciliation of Cash Payments and Accruals

Restructuring accrual, March 31, 2009 $ 8,404

Charges to earnings 1,686

Cash paid (2,896)

Restructuring accrual, June 30, 2009 $ 7,194
11
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We expect the 2008 restructuring initiatives to be substantially completed by the end of the third quarter of 2009.
We expect to continue to recognize costs in 2009 including one-time employee severance costs of $0.2 million related
to severance plans already approved for which the costs are spread over the service period in accordance with SFAS
146, and through 2011, related to the accretion of lease termination penalty costs.

3. Acquisitions and Collaboration Agreement
Asset Purchase in Australia

On May 1, 2009, we acquired assets related to certain dermatology products in Australia from a private company
for cash of approximately $7.0 million, including transaction costs. We acquired title and rights to the intellectual
property, trademarks and inventory related to products which are approved for sale in Australia and New Zealand. We
accounted for the acquisition as a purchase of assets. The purchase price was allocated to product rights of
$6.2 million and inventories of $0.8 million. The weighted-average useful life of the product rights was determined to
be approximately 15.7 years.

Emo-Farm Acquisition

On April 29, 2009, we acquired all of the outstanding stock of EMO-FARM sp. z 0.0. ( Emo-Farm ), a privately
held Polish company, for a purchase price of $28.6 million, net of cash acquired. Emo-Farm specializes in gel-based
over-the-counter and cosmetic products. The acquisition of Emo-Farm expands our base in Poland into multiple
therapeutic categories and includes the acquisition of a manufacturing facility. The results of operations of Emo-Farm
are included in the Consolidated Condensed Statements of Operations since the acquisition date.

We accounted for the acquisition as a business combination. The purchase price was allocated to tangible and
intangible assets acquired and liabilities assumed based upon their estimated fair value as of the date of acquisition.
Amortizing intangible assets aggregating $11.2 million consist primarily of developed technology and customer
relationships with weighted-average amortization periods of 9.2 years and 6.8 years, respectively. The excess of the
purchase price over the estimated fair value of net assets acquired was allocated to goodwill totaling $9.0 million,
which is not deductible for tax purposes. The effects of this acquisition are not considered material. Accordingly, pro
forma information reflecting this acquisition has been omitted. The following table summarizes the estimated fair
value of the net assets acquired:

Current and long-term assets $ 14,364

Identifiable intangible assets 11,227

Goodwill 8,995

Current and long-term liabilities (6,001)

Net assets acquired $28,585
Dow Acquisition

On December 31, 2008, we completed the purchase of all of the outstanding common stock of Dow, a privately
held healthcare company that provides biopharmaceutical development services primarily in the United States.

We acquired Dow for an agreed price of $285.0 million, subject to certain closing adjustments, plus transaction
costs. Pursuant to the terms of the acquisition, in the first half of 2009 we paid $35.0 million into an escrow account
for the benefit of the Dow common stockholders, subject to any indemnification claims made by us for a period of
eighteen months following the acquisition closing.

The accounting treatment for the Dow acquisition requires the recognition of an additional $85.1 million of
conditional purchase consideration because the fair value of the net assets acquired exceeded the total amount of the
acquisition price. Contingent consideration of up to $235.0 million may be incurred for future milestones related to
certain pipeline products still in development. Over 85% of this contingent consideration is dependent upon the

12
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achievement of approval and commercial targets. Future contingent consideration paid in excess of the $85.1 million
will be treated as an additional cost of the acquisition and result in the recognition of goodwill.

During the first quarter of 2009, we completed our evaluation of the fair value of assets acquired and liabilities
assumed. The conditional purchase consideration was reduced from $95.9 million recorded as of December 31, 2008
to $85.1 million as of June 30, 2009, due to the reduction in the estimated fair value of the intangible assets acquired
from the preliminary appraisal, reduction in deferred tax assets and other closing adjustments.

The acquired intangible assets consisted of outlicensed technology, customer relationships and developed
formulations. Developed formulations include Dow s U.S. Food and Drug Administration ( FDA ) approved product,
Acanya, a topical treatment for acne which was launched in the first quarter of 2009. Outlicensed technology has been
licensed to third parties and will generate future royalty revenue. Customer relationships are from Dow s contract
research services. The weighted-average amortization period for such intangible assets acquired is outlined in the table
below:

Value of
Intangible Weighted-Average
Assets Amortization

Acquired Period
Developed formulations $ 104,500 6.1 years
Outlicensed technology 70,000 9.5 years
Customer relationships 6,600 7.0 years
Total identifiable intangible assets $ 181,100

Collaboration Agreement with GSK

In October 2008, we closed the worldwide License and Collaboration Agreement (the Collaboration Agreement )
with Glaxo Group Limited, a wholly owned subsidiary of GlaxoSmithKline plc ( GSK ) to develop and commercialize
retigabine and its backup compounds and received $125.0 million in upfront fees from GSK upon the closing.

We agreed to share equally with GSK the development and pre-commercialization expenses of retigabine in the
United States, Australia, New Zealand, Canada and Puerto Rico (the Collaboration Territory ) and GSK will develop
and commercialize retigabine in the rest of the world. Our share of such expenses in the Collaboration Territory is
limited to $100.0 million, provided that GSK will be entitled to credit our share of any such expenses in excess of
such amount against future payments owed to us under the Collaboration Agreement. To the extent that our expected
development and pre-commercialization expenses under the Collaboration Agreement are less than $100.0 million, the
difference will be recognized as alliance revenue over the period prior to the launch of a retigabine product (the

Pre-Launch Period ). We will recognize alliance revenue during the Pre-Launch Period as we complete our
performance obligations using the proportional performance model, which requires us to determine and measure the
completion of our expected development and pre-commercialization costs during the Pre-Launch Period, in addition
to our participation in the joint steering committee. We expect to complete our research and development and
pre-commercialization obligations in effect during the Pre-Launch Period by the first quarter of 2011.

GSK has the right to terminate the Collaboration Agreement at any time prior to the receipt of the approval by the
FDA of a new drug application ( NDA ) for a retigabine product, which right may be irrevocably waived at any time by
GSK. The period of time prior to such termination or waiver is referred to as the Review Period . In February 2009, the
Collaboration Agreement was amended to, among other matters, reduce the maximum amount that we would be
required to refund to GSK to $40.0 million through March 31, 2010, with additional reductions in the amount of the
required refund over the time the Collaboration Agreement is in effect. During the three and six months ended June
30, 2009, the combined research and development expenses and pre-commercialization expenses incurred under the
Collaboration Agreement by us and GSK were $13.5 million and $26.9 million, respectively, as outlined in the table
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below. We recorded a charge of $1.2 million and a credit of $0.2 million in the three and six
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months ended June 30, 2009, respectively, against our share of the expenses to equalize our expenses with GSK,
pursuant to the terms of the Collaboration Agreement.

Three Six
Months Months
Ended Ended
June 30, June 30,
2009 2009
Valeant research and development costs $ 5,477 $ 13,424
Valeant selling, general and administrative 56 205
5,533 13,629
GSK expenses 7,976 13,279
Total spending for Collaboration Agreement $ 13,509 $ 26,908
Equalization charge (credit) $ 1,222 $ (175)

The table below outlines the alliance revenue, expenses incurred, associated credits against the expenses incurred,
and remaining upfront payment for the Collaboration Agreement during the following period:

Six Months Ended June 30, 2009

Selling, Research
General
Balance Alliance and and
Collaboration Accounting Impact Sheet Revenue Administrative Development

Upfront payment from GSK $ 125,000 $ $ $
Release from upfront payment in 2008 (10,909)
Incurred cost in 2009 205 13,424
Incurred cost offset in 2009 (13,454) (682) (12,772)
Recognize alliance revenue (6,118) (6,118)
Release from upfront payment (19,572)
Remaining upfront payment from GSK $ 94,519
Total equalization receivable from GSK $ 175 477 (652)
Total expense and revenue $ (6,118) $ $
Accrued liabilities $ 36,886
Other liabilities 36,886
Deferred revenue short-term 10,374
Deferred revenue long-term 10,373
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Remaining upfront payment from GSK $ 94,519

Total combined expenses by us and GSK for the Collaboration Agreement through June 30, 2009 were
$40.0 million.
4. Special Charges and Credits Including Acquired In-process Research and Development

In June 2009, we entered into an exclusive license agreement with Endo Pharmaceuticals Inc. that grants us an
exclusive license to develop and commercialize Opana® and Opana® ER in Canada, Australia and New Zealand ( the
Opana Territory ). Regulatory approval must be received prior to any sale of the licensed products. We recorded a
$1.8 million charge related to the initial license fee in the three months ended June 30, 2009. Under the terms of the
license agreement, we will pay royalties from 10% to 20% of net sales, as well as milestone payments upon
achievement of certain sales levels of licensed products in the Opana Territory.

During the three months ended June 30, 2009, we acquired rights to other products in Mexico that are not currently
approved for sale, for an aggregate price of $0.2 million.
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5. Discontinued Operations

In September 2008, we sold our WEEMEA business to Meda, AB, an international specialty pharmaceutical
company located in Stockholm, Sweden ( Meda ). Meda acquired our operating subsidiaries in those markets, and the
rights to all products and licenses marketed by us in those divested regions as of the divestiture date. Excluded from
this transaction are our Central European operations, defined as the business in Poland, Hungary, the Czech Republic
and Slovakia. Under the terms of the agreement, we received initial cash proceeds of $428.4 million, which was
reduced by $11.8 million paid to Meda in January 2009, based upon the estimated levels of cash, indebtedness and
working capital as of the closing date. We recorded a net gain on this sale of $158.9 million after deducting the
carrying value of the net assets sold, transaction-related expenses and income taxes. During the three and six months
ended June 30, 2009, we recorded an additional gain on this sale of $0.1 million and $0.6 million, respectively.

In January 2008, we sold our Infergen product rights to Three Rivers Pharmaceuticals, LLC. We received
$70.8 million as the initial payment for our Infergen product rights, with additional payments due of up to
$20.5 million. We recorded a net gain from this transaction of $39.4 million after deducting the carrying value of the
net assets sold from the proceeds received.

As a result of these dispositions, the results of the WEEMEA business and the Infergen operations have been
reflected as discontinued operations in our consolidated condensed statement of operations for all periods, in
accordance with SFAS 144 and EITF 03-13. In addition, any cash flows related to these discontinued operations are
presented separately in the consolidated condensed statements of cash flows.

Summarized selected financial information for discontinued operations for the three and six months ended June 30,
2009 and 2008 is as follows:
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WEEMEA Business:

Product sales

Costs and expenses:

Cost of goods sold (excluding amortization)
Selling, general and administrative

Research and development costs, net
Restructuring, asset impairments and dispositions
Amortization expense

Total costs and expenses

Other income (expense)

Loss from discontinued operations before income taxes,
WEEMEA

Infergen:

Product sales

Costs and expenses:

Cost of goods sold (excluding amortization)

Selling, general and administrative

Research and development costs, net

Amortization expense

Total costs and expenses

Income (loss) from discontinued operations, Infergen
Other discontinued operations:

Other income (expense)

Consolidated discontinued operations:

Loss from discontinued operations before income taxes
Provision for income taxes

Loss from discontinued operations
Disposal of discontinued operations, net

Three Months Ended
June 30,

$

2009

(240)

(240)

(240)
65

2008
$ 53,208
21,605
30,315
125
734
5,314
58,093

249

(4,636)

(50)

(69)

(741)
68

(742)

692

792

(3,152)

17,873

(21,025)
(5,288)

$

(Continued)
Six Months Ended
June 30,

2009 2008

$ 95911

40,740

50,772

223

1,260

10,050

103,045

(1,239)

(8,373)

1,000

2,007

624
9,752

12,383

(11,383)

(360) 792

(360) (18,964)

22,164

(360) (41,128)
583 18,108
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Income (loss) from discontinued operations, net $ (175) $(26,313) $ 223 $ (23,020)

6. Fair Value Measurements
SFAS 157 defines fair value, establishes a consistent framework for measuring fair value and expands disclosure

requirements for each major asset and liability category measured at fair value on either a recurring or nonrecurring
basis. SFAS 157 clarifies that fair value is an exit price, representing the amount that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants. As such, fair value is a
market-based measurement that should be determined based on assumptions that market participants would use in
pricing an asset or liability. SFAS 157 requires us to use valuation techniques to measure fair value that maximize the
use of observable inputs and minimize the use of unobservable inputs. These inputs are prioritized as follows:

Level 1 Quoted market prices in active markets for identical assets or liabilities.

Level 2 Inputs, other than quoted prices in active markets, that are observable, either directly or indirectly.

Level 3 Unobservable inputs that are not corroborated by market data.
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The following table provides the assets and liabilities carried at fair value measured on a recurring basis as of
June 30, 2009 and December 31, 2008:

Assets (Liabilities) Assets (Liabilities)
June 30, 2009 December 31, 2008
Level Level
Level 1 Level 2 3 Level 1 Level 2 3

Available-for-sale securities $889 $ $ $6,646 $ $
Undesignated hedges (15) 157
Net investment derivative
contracts (1,652) 13
Fair value hedges (1,076)
Cash flow derivative
contracts 56
Interest rate swap )]

Available-for-sale securities are measured at fair value using quoted market prices and are classified within Level 1
of the valuation hierarchy and consist of an investment in a publicly traded investment fund, which is included in
other assets and is carried at fair value. We recognize impairments in accordance with SFAS No. 115, Accounting for
Certain Investments in Debt and Equity Securities. Under this guidance we recorded in selling, general and
administrative expenses an other-than-temporary impairment charge of $1.5 million in the first quarter of 2009 due to
sustained declines in the value of the publicly traded investment fund. No impairment charges were recognized
through earnings related to available-for-sale securities during the three months ended June 30, 2009.

Available-for-sale securities as of December 31, 2008, consist of corporate bonds classified as marketable
securities and an investment in a publicly traded investment fund, which is included in other assets, carried at fair
value of $3.3 million and $3.3 million, respectively. In the three and six months ended June 30, 2008, we recognized
$3.2 million in charges for the other-than-temporary impairment of the investment in a publicly traded investment
fund.

Derivative contracts used as hedges are valued based on observable inputs such as changes in interest rates and
currency fluctuations and are classified within Level 2 of the valuation hierarchy. For a derivative instrument in an
asset position, we analyze the credit standing of the counterparty and factor it into the fair value measurement. SFAS
157 states that the fair value measurement of a liability must reflect the nonperformance risk of the reporting entity.
Therefore, the impact of our creditworthiness has also been factored into the fair value measurement of the derivative
instruments in a liability position.

7. Earnings Per Share

The following table sets forth the computation of basic and diluted earnings per share for the three and six months
ended June 30, 2009 and 2008:
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Income:

Numerator for basic and diluted earnings per share
attributable to Valeant:

Income (loss) from continuing operations attributable to
Valeant

Income (loss) from discontinued operations

Net income (loss) attributable to Valeant

Shares:

Denominator for basic earnings per share attributable to
Valeant:

Weighted shares outstanding

Vested stock equivalents (not issued)

Denominator for basic earnings per share attributable to
Valeant

Denominator for diluted earnings per share attributable
to Valeant:

Employee stock options

Other dilutive securities

Dilutive potential common shares

Denominator for diluted earnings per share attributable
to Valeant

Basic income per share attributable to Valeant:

Income (loss) from continuing operations attributable to
Valeant

Loss from discontinued operations

Net income (loss) per share attributable to Valeant
Diluted income per share attributable to Valeant:
Income (loss) from continuing operations attributable to
Valeant

Income (loss) from discontinued operations

Net income (loss) per share attributable to Valeant

Three Months Ended
June 30,
2009 2008
$33,035 $(52,017)
(175) (26,313)
$32,860 $(78,330)
82,225 89,424
569 378
82,794 89,802
622
257
879
83,673 89,802
$ 040 $ (0.58)
(0.29)
$ 040 $ (0.87)
$ 0.39 $ (0.58)
(0.29)
$ 0.39 $ (0.87)

(Continued)
Six Months Ended
June 30,
2009 2008
$63,832 $(49,513)
223 (23,020)
$ 64,055 $(72,533)
82,165 89,355
568 341
82,733 89,696
589
244
833
83,566 89,696
0.77 $ (0.55)
(0.26)
0.77 $ (081
0.76 $ (0.55)
0.01 (0.26)
0.77 $ (081
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The 3.0% Notes and the 4.0% Notes, discussed in Note 9, allow us to settle any conversion by remitting to the note
holder the principal amount of the note in cash, while settling the conversion spread (the excess conversion value over
the accreted value) in shares of our common stock. Only the conversion spread, which will be settled in stock, results
in potential dilution in our earnings-per-share computations as the accreted value of the notes will be settled for cash
upon the conversion. The calculation of diluted earnings per share was not affected by the conversion spread in the
three and six months ended June 30, 2009 and 2008.

For the three months ended June 30, 2009 and 2008, options to purchase 2,017,460 and 7,590,381 weighted
average shares of common stock, respectively, were also not included in the computation of earnings per share
because the option exercise prices were greater than the average market price of our common stock and, therefore, the
effect would have been anti-dilutive. For the six months ended June 30, 2009 and 2008, options to purchase 2,038,234
and 8,553,347 weighted average shares of common stock, respectively, were also not included in the computation of
earnings per share because the option exercise prices were greater than the average market price of our common stock
and, therefore, the effect would have been anti-dilutive.

8. Detail of Certain Accounts

The following tables present the details of certain amounts included in our consolidated balance sheet as of
June 30, 2009 and December 31, 2008:
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December
June 30, 31,

2009 2008
Accounts receivable, net:
Trade accounts receivable $ 94,138 $ 93,796
Royalties receivable 18,210 21,774
Other receivables 36,969 33,038

149,317 148,608
Allowance for doubtful accounts (3,695) (4,099)

$ 145,622 $ 144,509

Inventories, net:

Raw materials and supplies $ 21,783 $ 16,742
Work-in-process 11,235 8,506
Finished goods 64,408 61,641
97,426 86,889
Allowance for inventory obsolescence (12,267) (13,917)

$ 85,159 $ 72,972

Property, plant and equipment, net:
Property, plant and equipment, at cost $ 186,836 $ 178,156
Accumulated depreciation and amortization (91,401) (87,928)

$ 95,435 $ 90,228

Intangible assets: As of June 30, 2009 and December 31, 2008, the components of intangible assets were as
follows:

Weighted June 30, 2009 December 31, 2008
Average Gross Accumulated Net Gross Accumulated Net
Lives
(years) Amount Amortization Amount Amount Amortization Amount

Product rights
Neurology 12 $277,612 $ (161,083) $116,529 $276,229 $ (147,745) $128,484
Dermatology 13 281,781 (69,578) 212,203 275,032 (54,906) 220,126
Other 11 86,845 (44,910) 41,935 72,956 (41,970) 30,986
Total product rights 13 646,238 (275,571) 370,667 624,217 (244,621) 379,596
Outlicensed
technology 10 70,000 (3,813) 66,187 74,000 74,000
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Customer

relationships 8 9,282
Trade names Indefinite 6,871
License agreement 5 67,376
Total intangible

assets $799,767

(992)

(67,376)

$ (347,752)

8,290
6,871

$452,015

Future amortization of intangible assets at June 30, 2009 is as follows:

2009
Product rights
Neurology $12,480
Dermatology 14,566
Other 2,717
Outlicensed
technology 3,813
Customer
relationships 936
Total $34,512

2010

$24,534
28,937
5,578
7,626
1,651

$ 68,326

Scheduled Future Amortization Expense

2011

$18,970
28,937
5,875
8,234
1,416
$63,432

19

2012

$17,876
28,937
5,916
7,690
1,180

$61,599

8,242 30) 8,212
5,987 5,987
67,376 (67,376)
$779,822 $ (312,027) $467,795
2013 Thereafter Total
$16,825 $ 25,844 $116,529
27,315 83,511 212,203
5,824 16,026 41,936
7,689 31,135 66,187
944 2,162 8,289
$ 58,597 $ 158,678 $445,144
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Amortization expense for the three and six months ended June 30, 2009 was $17.1 million and $34.1 million,
respectively, of which $14.8 million and $29.5 million, respectively, related to amortization of acquired product
rights. Amortization expense for the three and six months ended June 30, 2008 was $12.8 million and $26.1 million,
respectively, of which $10.4 million and $21.4 million, respectively, related to amortization of acquired product
rights.

In the six months ended June 30, 2009, we acquired product rights in Poland for $0.7 million in cash and
$1.0 million in other consideration. In the six months ended June 30, 2008, we acquired product rights in Poland for
$1.3 million in cash and $0.3 million in other consideration.

Goodwill: Goodwill decreased $6.0 million in the six months ended June 30, 2009. Goodwill decreased
$16.7 million due to the reversal of a deferred tax liability recorded in the initial allocation of purchase price for the
acquisition of Coria Laboratories, Ltd. ( Coria ). This decrease was partially offset by $9.0 million allocated to goodwill
in the Emo-Farm acquisition and $1.7 million primarily related to the effect of changes in foreign currency exchange
rates.

9. Long-term Debt
Senior Notes

In June 2009, we issued $365.0 million aggregate principal amount of senior notes ( Senior Notes ), which bear a
coupon interest rate of 8.375% and are due June 15, 2016. The Senior Notes were issued at a discounted price of
96.797%, resulting in an effective annual yield of 9.0%. Interest is payable in arrears semi-annually on each June 15
and December 15, commencing on December 15, 2009. We may redeem some or all of the Senior Notes on or after
June 15, 2012 at fixed redemption prices as set forth in the indenture. In addition, prior to June 15, 2012, we may
redeem up to 35% of the aggregate principal amount of the Senior Notes with the proceeds from certain equity
offerings at a redemption price of 108.375% of the principal amount, plus accrued and unpaid interest, plus liquidated
damages, if any, to the redemption date; provided that at least 65% of the aggregate principal amount of the Senior
Notes remain outstanding immediately after such redemption.

The Senior Notes are guaranteed on a senior unsecured basis by each of our present and future U.S. subsidiaries
that qualify as restricted subsidiaries under the indenture. If we experience a change of control, we may be required to
offer to purchase the Senior Notes at a purchase price equal to 101% of the principal amount, plus accrued and unpaid
interest, plus liquidated damages, if any, to the redemption date. The indenture governing the Senior Notes contains
covenants that will limit our ability and the ability of our restricted subsidiaries to, among other things: incur
additional debt; pay dividends or make other distributions, repurchase capital stock, repurchase subordinated debt and
make certain investments; create liens; create restrictions on the payment of dividends and other amounts to us from
restricted subsidiaries; sell assets or merge or consolidate with or into other companies; and engage in transactions
with affiliates. As of June 30, 2009, we were in compliance with these covenants.

The Senior Notes were sold in accordance with Rule 144A of the Securities Act of 1933, as amended (the

Securities Act ) and Regulation S of the Securities Act, and we are obligated, within 365 days after June 9, 2009, to file
a registration statement with the Securities and Exchange Commission that will enable the holders of the Senior Notes
to exchange them for publicly registered notes having substantially the same terms. In the event we do not file a
registration statement within 365 days after June 9, 2009, we will be obligated to pay liquidated damages consisting of
additional interest, up to a maximum additional interest rate of 1.0% per year. We have not recorded a liability for any
potential additional interest as of June 30, 2009.
3.0% and 4.0% Convertible Subordinated Notes

FSP APB 14-1 requires the issuer of convertible debt instruments with cash settlement features to separately
account for the liability and equity components of the convertible debt instruments in a manner that reflects the issuers
borrowing rate at the date of issuance for a similar debt instrument without the conversion feature. FSP APB 14-1
requires bifurcation of a component of the convertible debt instruments, classification of that component in equity and
the accretion of the resulting discount on the debt to be recognized as interest expense. Upon adoption of
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FSP APB 14-1, we were required to separately account for the debt and equity components of our 3.0% Notes and our
4.0% Notes, both of which were issued in 2003 for a principal amount of $240.0 million each.

The equity component associated with the 3.0% Notes and the 4.0% Notes was $58.0 million and $62.2 million,
respectively, at the time of issuance and was applied as debt discount and as additional capital. Transaction costs
related to the issuance of the 3.0% Notes and the 4.0% Notes were allocated to the liability component and equity
component in proportion to the allocation of proceeds and were accounted for as debt issuance costs and equity
issuance costs, respectively.

The unamortized discount for the 3.0% Notes and 4.0% Notes will be amortized through the debt maturity date of
August 16, 2010 and November 15, 2013, respectively. The effective interest rate on the liability component of the
3.0% Notes and 4.0% Notes is 7.74% and 7.78%, respectively. Interest expense for the three and six months ended
June 30, 2009 and 2008 is as follows:

Three Months Ended Six Months Ended
June 30, June 30,

2009 2008 2009 2008
3.0% Notes:
Discount amortization $1,189 $2,376 $3,221 $4,708
Contractual coupon rate $ 922 $1,800 $2,341 $3,600
4.0% Notes:
Discount amortization $1,558 $1,462 $3,105 $2,896
Contractual coupon rate $2,366 $2,400 $4,766 $4,800

During the six months ended June 30, 2009, we purchased an aggregate of $117.6 million principal amount of the
3.0% Notes and 4.0% Notes at a purchase price of $115.2 million. The carrying amount, net of unamortized debt
issuance costs, of the 3.0% Notes and 4.0% Notes purchased was $109.2 million and the estimated fair value of the
Notes exclusive of the conversion feature was $101.8 million. The difference between the carrying amount and the
estimated fair value was recognized as a gain of $7.4 million upon early extinguishment of debt. The difference
between the estimated fair value of $101.8 million and the purchase price of $115.2 million was $13.4 million and
was charged to additional capital. Upon adoption of FSP APB 14-1, $23.0 million of the purchase price was
attributable to accreted interest on the debt discount and is presented in the statement of cash flows for the six months
ended June 30, 2009 as payments of accreted interest on long-term debt in cash flow from operating activities in
continuing operations.

The liability component and the equity component of the 3.0% Notes and the 4.0% Notes as of June 30, 2009 and
December 31, 2008 are as follows:

December
June 30, 31,
2009 2008
3.0% Notes $ 104,796 $ 207,360
Unamortized discount (4,740) (13,548)
Net carrying value of 3.0% Notes $ 100,056 $ 193,812
4.0% Notes $224,960 $ 240,000
Unamortized discount (30,996) (36,179)
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Net carrying value of 4.0% Notes $ 193,964 $ 203,821
Equity component for 3.0% Notes $ 47,675 $ 57,190
Equity component for 4.0% Notes $ 58,352 $ 62,167

The conversion price is 31.6336 shares per $1,000 principal amount for the 3.0% Notes and the 4.0% Notes. The
number of shares used to determine the aggregate consideration that will be delivered upon conversion was
21
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3,315,075 shares for the 3.0% Notes and 7,116,295 shares for the 4.0% Notes as of June 30, 2009. The if-converted
value of the 3.0% Notes and that of the 4.0% Notes did not exceed their respective principal amount as of June 30,
2009.

In connection with the offering of the 3.0% Notes and the 4.0% Notes, we entered into convertible note hedge and
written call option transactions with respect to our common stock (the Convertible Note Hedge ). The Convertible
Note Hedge consisted of our purchasing a call option on 12,653,440 shares of our common stock at a strike price of
$31.61 and selling a written call option on the identical number of shares at $39.52. The number of shares covered by
the Convertible Note Hedge is the same number of shares underlying the conversion of $200.0 million principal
amount of the 3.0% Notes and $200.0 million principal amount of the 4.0% Notes. The Convertible Note Hedge is
expected to reduce the potential dilution from conversion of the 3.0% Notes and the 4.0% Notes. The written call
option sold offset, to some extent, the cost of the written call purchased. The net cost of the Convertible Note Hedge
of $42.9 million was recorded as the sale of a permanent equity instrument pursuant to EITF Issue No. 00-19,
Accounting for Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company s Own Stock. As a
result of the cessation of Valeant s common dividend, the strike price on the Convertible Note Hedge was adjusted
during 2007, with the new strike prices becoming $34.61 and $35.36 for the 3.0% Notes and the 4.0% Notes,
respectively.

During the six months ended June 30, 2009, corresponding to the partial redemption of the 3.0% Notes, we also
effected a proportionate partial termination of the Convertible Note Hedge, reducing the number of shares covered by
the Convertible Note Hedge by 3,011,645 shares. As of June 30, 2009, the number of shares covered by the
Convertible Note Hedge is 9,641,795, the same number of shares underlying the conversion of the remaining balance
of $104.8 million principal amount of the 3.0% Notes and $200.0 million principal amount of the 4.0% Notes.

The estimated fair value of our public debt, based on quoted market prices or on current interest rates for similar
obligations with like maturities, was approximately $695.9 million and $409.4 million compared to its carrying value
of $647.4 million and $397.6 million at June 30, 2009 and December 31, 2008, respectively.

10. Income Taxes

We have historically incurred losses in the United States, where our research and development activities are
conducted and our corporate offices are located. As of June 30, 2009, there is insufficient objective evidence as to the
timing and amount of future U.S. taxable income to allow for the release of the remaining U.S. valuation allowance
which is primarily offsetting future benefits of net operating losses, foreign tax and research and development credits.
The valuation allowance was recorded because it is more likely than not that such benefits will not be utilized.
Ultimate realization of these tax benefits is dependent upon generating sufficient taxable income in the United States.
We maintain a valuation allowance offsetting our net U.S. deferred tax assets of approximately $112.2 million as of
June 30, 2009.

The income tax provision for the six months ended June 30, 2009 consists of $17.2 million related to the expected
taxes on earnings in tax jurisdictions outside the U.S. and $6.8 million related to state and U.S. withholding taxes and
utilization of approximately $4.2 million of U.S. deferred tax assets for which the reversal of the related valuation
allowance is required to be credited to additional capital.

The benefit of U.S. losses and research credits are subject to a yearly limitation, because of ownership changes in
the stock of the Company as well as our acquisitions of Dow and Coria in 2008. However, the limitation is sufficient
to allow for utilization of all losses and research credits during the carryforward period.

As of June 30, 2009, we had $15.0 million of unrecognized tax benefits (FASB interpretation No. 48, Accounting
for Uncertainty in Income Taxes- an interpretation of FASB Statement No. 109), of which $9.3 million would reduce
our effective tax rate, if recognized. Of the total unrecognized tax benefits, $3.5 million was recorded as an offset
against a valuation allowance. To the extent such portion of unrecognized tax benefits is recognized at a time when a
valuation allowance no longer exists, the recognition would affect our tax rate.
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During the second quarter of 2009, we settled the examination of our U.S. income tax returns for the years 2005
and 2006 with the Internal Revenue Service. As a result of this settlement, the related unrecognized tax benefits were
reversed in this quarter. The provision for income taxes increased by $0.2 million, which was the net effect of changes
to tax, interest and penalties. We have also reduced $1.4 million relating to state audits from uncertain tax position
liabilities and reclassified it as income taxes payable, as it is reasonably possible that such amounts will be settled
within the next 12 months. In addition, the following accounts were affected by the settlement of the examination of
our U.S. income tax returns for the years 2005 and 2006 with the Internal Revenue Service: income taxes payable
increased by $1.1 million, income tax liability for uncertain tax positions decreased $40.8 million and net deferred tax
assets decreased $39.9 million.

Our continuing practice is to recognize interest and penalties related to income tax matters in income tax expense.
As of June 30, 2009, we had accrued $3.5 million for interest and $1.3 million for penalties. We accrued additional
interest and penalties of $0.2 million during the six months ended June 30, 2009. One of our Mexican subsidiaries is
under audit for the 2004 and 2005 tax years. Our significant subsidiaries are open to tax examinations for years ending
in 2001 and later.

11. Stock and Stock Incentive Programs

Stock and Securities Repurchase Programs: In June 2007, our board of directors authorized a stock repurchase
program. This program authorized us to repurchase up to $200.0 million of our outstanding common stock in a
24-month period. In June 2008, our board of directors increased the authorization to $300.0 million, over the original
24-month period. This program was completed in November 2008. The total number of shares repurchased pursuant
to this program was 17,618,920 at an average price of $17.03 per share, including transaction costs.

In October 2008, our board of directors authorized us to repurchase up to $200.0 million of our outstanding
common stock or convertible subordinated notes in a 24-month period ending October 2010, unless earlier terminated
or completed. In May 2009, our board of directors increased the authorization to $500.0 million, over a period ending
in May 2011. Under the program, purchases may be made from time to time on the open market, in privately
negotiated transactions, pursuant to tender offers or otherwise, including pursuant to one or more trading plans, at
times and in amounts as we see appropriate. The number of securities to be purchased and the timing of such
purchases are subject to various factors, which may include the price of our common stock, general market conditions,
corporate and regulatory requirements and alternate investment opportunities. The securities repurchase program may
be modified or discontinued at any time. During the six months ended June 30, 2009, we purchased $117.6 million
aggregate principal amount of our 3.0% Notes and 4.0% Notes for $115.2 million in cash (see Note 9). In total, we
have purchased $150.2 million aggregate principal amount of our 3.0% Notes and 4.0% Notes at a purchase price of
$144.2 million as of June 30, 2009. During the six months ended June 30, 2009, we purchased 1,108,970 shares of our
common stock for a total of $25.7 million. As of June 30, 2009, we have repurchased an aggregate 1,407,931 shares
of our common stock for $31.8 million under this program.

Stock-based compensation: We recognize compensation expense for the estimated fair value of all share-based
awards made to our employees and directors, including employee stock options. In order to estimate the fair value of
stock options we use the Black-Scholes option valuation model. Option valuation models such as Black-Scholes
require the input of subjective assumptions which can vary over time. The variables used in our share-based
compensation expense calculations include our estimation of the forfeiture rate related to share-based payments. In
2006, 2007 and continuing into 2008, we experienced significant turnover at both the executive and management
levels, which affected our actual forfeiture rate. We increased the estimated forfeiture rate in the three months ended
December 31, 2007 from 5% to 35%. During the second quarter of 2008, we recorded a correction to adjust our
historical estimated forfeiture rate for actual forfeitures which took place in 2006, 2007 and the first quarter of 2008.
The correction recorded in the second quarter of 2008 resulted in a $3.9 million decrease in stock compensation
expense. Also, during the second quarter of 2008, we recognized a change in estimate related to our estimated
forfeiture rate for share-based payments of $3.0 million for forfeitures which occurred in the three months ended
June 30, 2008.
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A summary of stock compensation expense in continuing operations for our stock incentive plans for the three and
six months ended June 30, 2009 and 2008 is presented below:
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Three Months Six Months
Ended Ended
June 30, June 30,
2009 2008 2009 2008
Employee stock options $1,144 $(5,443) $2,638 $(4,204)
Restricted stock units 1,408 961 3,354 1,805
Perfomance stock units 829 356 1,711 579
Employee stock purchase plan 67 133
Total stock-based compensation $ 3,381 $(4,059) $7,703 $(1,687)

In addition to the above amounts, we recorded stock compensation expense in discontinued operations related to
employee stock options of $(0.3) million and $(0.2) million in the three and six months ended June 30, 2008,
respectively.

Future stock compensation expense for restricted stock units, performance stock units and stock option incentive
awards outstanding as of June 30, 2009 is as follows:

Remainder of 2009 $ 6,376
2010 8,798
2011 3,122
2012 805
2013 102

$19,203

12. Derivative Financial Instruments

Our business and financial results are affected by fluctuations in world financial markets. We evaluate our
exposure to such risks on an ongoing basis, and seek ways to manage these risks to an acceptable level, based on
management s judgment of the appropriate trade-off between risk, opportunity and cost. We do not hold any
significant amount of market risk sensitive instruments whose value is subject to market price risk. We use derivative
financial instruments to hedge foreign currency and interest rate exposures. We do not speculate in derivative
instruments in order to profit from foreign currency exchange or interest rate fluctuations; nor do we enter into trades
for which there is no underlying exposure.

Our significant foreign currency exposure relates to the Polish Zloty, the Mexican Peso, and the Canadian Dollar in
2009. We utilize cash flow, fair value and net investment hedges to reduce our exposure to foreign currency risk. We
have chosen not to seek hedge accounting treatment for certain undesignated cash flow hedges as these contracts are
short term (typically less than 30 days in duration) and offset matching intercompany exposures in selected Valeant
subsidiaries. In 2008, we used an interest rate swap to lower our interest expense by exchanging fixed rate payments
for floating rate payments. This interest rate swap was terminated in July 2008 in connection with the redemption of
our 7.0% Senior Notes. In connection with our April 2009 acquisition of Emo-Farm, we acquired an interest rate swap
with a notional amount of 7.5 million Polish Zloty (approximately $2.3 million).

The table below summarizes the fair value and balance sheet location of our outstanding derivatives at June 30,
2009 and December 31, 2008:
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As of June 30, 2009
Asset Derivatives Liability Derivatives
Balance Balance
Notional Sheet Fair Sheet Fair
Description Amount Location Value Location Value
Accrued
Undesignated hedges $ 4,024 $ liabilities $ 15
Accrued
Net investment derivative contracts 20,379 liabilities (1,652)
Accrued
Fair value hedges 23,891 liabilities (1,076)
Accrued
Interest rate swap 2,264 liabilities (8)
Other
Cash flow derivative contracts 2,654 assets 56
As of December 31, 2008
Liability
Asset Derivatives Derivatives
Balance Balance
Notional Sheet Fair Sheet Fair
Description Amount Location Value Location Value
Other Accrued
Undesignated hedges $ 3916 assets $ 192 liabilities $ @35
Other
Net investment derivative contracts 18,779 assets 13

A summary is set out below of the accounting treatment for our undesignated, net investment, cash flow and fair
value hedges and interest rate swaps:
Changes in the fair value of undesignated hedges are recorded in earnings in the period of the change.

Changes in the fair value of a derivative that is designated and qualifies as a net investment hedge are
recorded as translation adjustment in accumulated other comprehensive income.

Changes in the fair value of a derivative that is designated and qualifies as a cash flow hedge are recorded
in accumulated other comprehensive income and then recognized in earnings when the hedged items affect
earnings.

Changes in the fair value of a derivative that is designated and qualifies as a fair value hedge are recorded
in exchange gains or loss in the period of the change.

Changes in the fair value of the interest rate swap are recorded as interest expense in the period of the
change.
The table below summarizes the information related the changes in the fair value of our derivatives instruments for
the three and six months ended June 30, 2009 and 2008:
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Description

Loss recognized in currency translation
adjustment in other comprehensive income
Gain recognized in royalty income

Loss recognized in exchange gain / loss

Description

Gain recognized in currency translation
adjustment in other comprehensive income
Gain recognized in royalty income

Gain recognized in exchange gain / loss

Description

Loss recognized in currency translation
adjustment in other comprehensive income
Gain recognized in interest expense

Loss recognized in royalty income

Loss recognized in exchange gain / loss

Description

Loss recognized in currency translation
adjustment in other comprehensive income
Gain recognized in interest expense

Loss recognized in royalty income

Loss recognized in exchange gain / loss

Undesignated
Hedges

$

Undesignated

(84)

Hedges

$

86

Undesignated Derivative

Hedges

$

(384)

Unde