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The Securities have not been and will not be qualified for public distribution under the securities laws of any
province or territory of Canada. The Securities are not being, and may not be, offered or sold, directly or
indirectly, in Canada or to or for the benefit of any resident of Canada in violation of the securities laws of Canada
or any province or territory of Canada.

CURRENCY TRANSLATION

We report our financial statements in U.S. dollars, while the currency of measurement for our operations
varies depending upon location. Unless otherwise indicated, references to dollars, “U.S.$” or “$” are to
U.S. dollars and references to “Cdn$” are to Canadian dollars.

TRADEMARKS

Biovail, the Biovail word logo, Tiazac®, Viazem and Crystaal are all trademarks of Biovail which are
registered in Canada, the United States and/or other jurisdictions. Intelligent Polymers is a trademark of
Intelligent Polymers Limited, a Bermuda corporation (“Intelligent Polymers”). CEFORM®, Shearform® and
Flash Dose® are registered trademarks of Biovail Technologies Ltd. (“Biovail Technologies™).

All other product names referred to in this document are the property of their respective owners.



SUMMARY

The following is a summary of the more detailed information appearing elsewhere in this prospectus and in the
documents incorporated herein by reference. You should read the entire prospectus, including “Risk Factors” and the
financial statements (including all of the notes). Unless the context otherwise requires, “we,” “us,” “our” and similar
terms, as well as references to “Biovail” or the “Company,” include all of our predecessor companies and all of our
consolidated subsidiaries. Unless we indicate otherwise, the information contained in this prospectus assumes the
underwriters will not exercise their over-allotment option. Unless we state otherwise, information in this prospectus has
been adjusted to give retroactive effect to a two-for-one stock split that was effected by articles of amendment dated
December 31, 1999. Unless we state otherwise, we have used reports from IMS America, Ltd., a widely accepted
provider of on-line database information services specializing in medical research information, as our source for all
market and market share data.

BIOVAIL

We are an international, fully-integrated pharmaceutical company specializing in the development of drugs
utilizing advanced controlled-release, rapid dissolve, enhanced absorption and taste masking technologies. Our
proprietary technologies are used to develop products which are either (1) generically equivalent to existing
once-daily branded products or (2) branded products that improve upon conventional multiple daily dose
immediate-release forms of existing products by providing the therapeutic benefits of controlled-release drug
delivery. As a fully-integrated company, we control all facets of the drug development process from formulation
development to clinical testing, manufacturing and obtaining regulatory approval. This integrated approach
results in operational synergies, flexibility and cost efficiencies. In Canada, we market our products directly,
while in the rest of the world we market our products through strategic licensing partners. We do not engage in
basic research to discover new chemical entities (“NCEs”).

For the year ended December 31, 1999, our revenues came from the following areas:

* 14.0% from developing and licensing oral controlled-release products using our proprietary drug delivery
technologies;

* 56.4% from manufacturing such products for sale to licensees and wholesalers and from direct marketing
of proprietary and in-licensed products in Canada; and

* 29.6% from providing pharmaceutical contract research services to Intelligent Polymers and other third
parties.

For the year ended December 31, 1999, our revenues were $176.5 million, our net income was $62.5 million
and our earnings per share were $1.22.

In the past, we licensed our controlled-release products early in the development cycle to pharmaceutical
companies who developed, manufactured and sold our products in a number of international markets. Today, we
develop, manufacture, market and out-license our own products once they have reached an advanced state of
development. We have developed fifteen products that we sell under license in more than 55 countries. We
manufacture four of these products, Tiazac® and generic versions of Trental, Cardizem CD and Voltaren XR, for
sale by our licensees in the United States and Europe. We also market a generic version of Verelan under
agreements with Mylan Pharmaceuticals Inc. (“Mylan”), pending final regulatory approval of our product.
Tiazac® is sold in Canada by our Crystaal marketing division (“Crystaal”). Tiazac® is currently our principal
product, representing approximately 43.8% of our revenues for the year ended December 31, 1999. See
“Business—Licensed and Marketed Products—Tiazac®.”

Biovail Corporation was established under the Business Corporations Act (Ontario) on March 29, 1994 as a
result of the amalgamation of Trimel Corporation and its then subsidiary, Biovail Corporation International.
The head and principal office of Biovail is located at 2488 Dunwin Drive, Mississauga, Ontario L5L 1J9,
telephone (416) 285-6000.




Industry

We believe that the total prescription drug market in the United States was approximately $106 billion for
the twelve months ended September 30, 1999, while the oral controlled-release segment of this market was
approximately $7.9 billion for that period. There are approximately 60 controlled-release branded products that
have been approved for sale in the United States by the Food and Drug Administration (the “FDA”). By the end
of 2000, the patents and exclusivity periods will have expired on 95% of these products. Because of the
significant technological barriers associated with the development of controlled-release drugs, fewer controlled-
release generic products have been introduced than immediate-release generic products.

Controlled-release products are formulations which release bio-active drug substances in the body gradually
and predictably over a 12 to 24 hour period and which therefore only need to be taken once or twice daily.
Controlled-release products typically provide numerous benefits over immediate-release drugs, including
(1) greater effectiveness in the treatment of chronic conditions due to a more consistent delivery of medication
over time; (2) reduced side effects; (3) greater convenience (only taken once or twice a day); and (4) higher
levels of patient compliance due to a simplified dosing schedule.

Products

We develop two categories of controlled-release products. The first category includes generic controlled-
release and rapid dissolve versions of major brand name drugs which are already available in a once-daily dose.
The second category includes branded controlled-release once-daily versions of existing multi-dose products.
The following table lists our branded drugs and our generic versions of branded drugs of others, each of which
we currently license to others or market or are developing:

Branded Generic
Versions of

Tiazac® Sirdalud CR
Oruvail Gastro-Timelets Cardizem CD
Marketed Products Norpace Novagent Trental
" Theo-24 Beta-Timelets Verelan(1)
Isoket Retard Tiamon Mono Voltaren XR
Elantan Long Regenon Retard
Approved by FDA:
Under Development: Adalat CC(3)
B]f‘l;‘pirr%ﬁ’lfé) Filed with FDA:
Pipeline Products p . Verelan(1)
Metformin .
Procardia XL(4)
Tramadol .
. Dilacor XR
Citalopram
Under Development:
Controlled Release:
four products
Rapid Dissolve:
six products

(1) We are marketing Mylan’s version of this product pending final regulatory approval of our product. See
“Business—Generic Product Pipeline—Generic Version of Verelan.”

(2) We recently initiated Phase III clinical trials for our controlled-release formulation of buspirone.

(3) We have received tentative approval from the FDA for this product. See “Business—Generic Product
Pipeline—Generic Version of Adalat CC.”

(4) We acquired this product from Intelligent Polymers in December 1999.




Generic Products

A “generic” pharmaceutical product is a copy of a branded product whose chemical patent or exclusivity
period has expired. The FDA will approve a generic version of a branded product only after bioequivalence to
the original branded product has been established. Bioequivalence means that the generic product produces the
same rate of release and concentration of the drug in the blood over time as the original branded product. If the
generic product is bioequivalent to the reference product, it can be substituted by pharmacists for the reference
branded product prescribed by physicians. Increasingly, pharmacists are substituting generic products for
branded products because generic products are generally sold at a discount to the corresponding branded
product. Although discounted relative to branded products, controlled-release generic products have not
typically been subject to the deep price discounts of immediate-release generics. Generic substitution is
commonly required by managed care organizations (“MCOs”), health maintenance organizations (“HMOs”)
and other third-party payors.

We currently sell generic versions of Trental, Cardizem CD and Voltaren XR through a licensee and a
generic version of Verelan through agreements with Mylan. As of September 30, 1999, these four drugs,
including generics, accounted for aggregate U.S. sales of approximately $1.0 billion. See “Business—Generic
Product Pipeline—Generic Version of Verelan.” In addition, we are developing fourteen generic controlled-
release and rapid dissolve versions of major brand name drugs and have filed applications with the FDA in
respect of four of these versions (including Verelan). These products are used in the treatment of chronic
cardiovascular disorders. We have received tentative FDA approval for one of these four (Adalat CC). The three
filed products awaiting approval are generic formulations of Verelan, Procardia XL and Dilacor XR, all of which
are calcium channel blockers used for the treatment of hypertension and/or angina. Historically, the FDA
reviews and approves these generic products in an average twenty-four month timeframe, unless the generic filer
is subject to patent infringement litigation by the innovator, in which case the FDA is precluded from approving
the product until the earlier of the end of a thirty-month period or resolution of the patent infringement
litigation. The branded versions of our four generic pipeline drugs which have been filed with the FDA had
aggregate U.S. sales of approximately $1.1 billion for the twelve months ended September 30, 1999. See
“Business—Generic Product Pipeline.”

Total U.S.
Currently Marketed Brand Name Filing Date Indication Product Sales

(in millions)
Verelan(1) 1997 angina, hypertension $ 91(2)
Procardia XL(3) 1998 angina, hypertension 539
Adalat CC(4) 1998 hypertension 372
Dilacor XR 1998 angina, hypertension 115(2)

(1) We are marketing this product under agreement with Mylan. See “Business—Generic Product Pipeline—
Generic Version of Verelan.”

(2) Includes generic versions.
(3) We acquired this product from Intelligent Polymers in December 1999.
(4) We have received tentative approval from the FDA for this product. See “Business—Generic Product
Pipeline—Generic Version of Adalat CC.”
Branded Products

Our “branded” pharmaceutical products include the same basic chemical compounds as the original
branded products combined with our controlled-release technology. We currently sell through licensees twelve
branded controlled-release products (of which Tiazac® is currently our principal product and one which we
manufacture for our licensee). We are working to develop, on behalf of Intelligent Polymers, once-daily
controlled-release branded versions of the compounds in the following table (other than citalopram), whose




chemical patents and/or exclusivity periods have or are about to expire. These five drugs (including citalopram)
had aggregate U.S. sales of approximately $2.9 billion for the twelve months ended September 30, 1999.

Currently Marketed Total U.S.
Compound Brand Name U.S. Marketer Indication Product Sales
(in millions)
Bupropion Wellbutrin/Zyban  Glaxo Wellcome depression, smoking cessation $700
Buspirone Buspar Bristol-Myers Squibb  anxiety, depression 512
Metformin Glucophage Bristol-Myers Squibb  diabetes 978
Tramadol Ultram Johnson & Johnson  chronic pain 434
Citalopram Celexa Forest depression 239(1)

(1) Product sales from October 1998 (when the product was launched in the United States) to September 30,
1999.

In addition, we have an agreement with H. Lundbeck A/S of Copenhagen, Denmark (“Lundbeck”) for the
development of a novel controlled-release formulation of the anti-depressant citalopram. See “Business—
Branded Product Pipeline.”

Branded products are subject to approval by the FDA on the basis of more extensive regulatory
requirements than those for generic products. Once such products are approved, they may be marketed as
distinct brands in competition for doctors’ prescriptions against other brand name products.

Technology

We have six proprietary drug delivery technologies that enable us to apply controlled-release, rapid dissolve,
enhanced absorption, and taste masking attributes to a wide range of products. By combining these technologies,
we can develop drugs that offer significant benefits relative to our competitors’ drugs, thereby allowing us to
provide an improved and differentiated product offering. In certain instances, our technologies also enable us to
develop smaller capsule sizes and a wider range of dosage strengths than our competitors’ drugs.

We have used our proprietary technologies to develop fifteen products (not including Verelan) that are
currently marketed and the thirteen controlled-release products and six rapid dissolve products that are
currently in our development pipeline (including the three generic products awaiting FDA approval). With the
addition of the proprietary technologies that we recently acquired, we believe we have a number of attractive
market opportunities for new products and customer segments. In addition, we believe that combining these
technologies may provide an opportunity to significantly extend product life cycles by mitigating the threat of
generics.

Rapid Dissolve

Rapid dissolve formulations contain the same basic chemical compound found in original branded products.
The drug compounds are encapsulated in microspheres utilizing our CEFORM® technology. See “Business—
Technology—CEFORM®.” The microspheres are nearly perfectly spherical in shape and allow for high drug
content.

Depending on the desired release characteristics and oral dosage formula, CEFORM® microspheres can be
formulated for controlled-release, enhanced absorption and taste masking capabilities. Enhanced absorption
allows the drug to be absorbed faster and more efficiently by the body. Taste masking and taste isolation
prevents a bitter tasting drug or burning sensation from occurring by stopping raw drug from touching the
tongue or mouth.

Our Shearform® technology is used to produce matrices that are subsequently processed into amorphous
fibers which, when blended with the CEFORM® microspheres, are compressed into rapid dissolve formulations,
including Flash Dose® tablets. See “Business—Technology—Shearform®.”

Although the Flash Dose® tablet looks like a regular tablet, it readily dissolves with or without water after
being placed in the mouth and releases the drug contained in the microspheres. The benefits of rapid dissolve




formulations include the ease of administration for the elderly, young children or people with disease states who
may have difficulty swallowing tablets or capsules. We are currently working on six rapid dissolve formulations.

Intelligent Polymers

We believe there is a significant opportunity for us to develop and commercialize branded once-daily
controlled-release versions of products which (1) are currently available only in immediate-release form or
(2) are currently available in a controlled-release form which requires multiple daily dosing. To take advantage
of this opportunity, we formed and entered into contractual relationships with Intelligent Polymers in 1997.
Intelligent Polymers became a public company in October 1997 through a $75 million initial public offering of
100% of its common stock. We own 100% of the special shares of Intelligent Polymers, which allows us, at any
time prior to October 2002, to buy all of its common shares from the public with cash, our stock or a
combination of both. Under an agreement with Intelligent Polymers, we agreed to develop certain branded
products on its behalf in addition to a generic version of Procardia XL, which we acquired from Intelligent
Polymers in December 1999. See “Business—Branded Product Pipeline.” We perform all of Intelligent
Polymers’ research and other activities.

Crystaal

Our marketing division, Crystaal, performs sales and marketing activities in Canada for our products as well
as for products licensed from third parties. Crystaal is dedicated to providing high quality, cost effective branded
pharmaceuticals to Canadian health care professionals and their patients. Crystaal’s product portfolio strategy is
to focus on drugs for the primary care market, therapies for the acute care market and drugs for the treatment of
central nervous system and neurological disorders. All three areas represent rapidly growing market segments.
We believe our strategy of acquiring exclusive licenses from third parties to sell branded drug products,
combined with our portfolio of existing and future controlled-release branded products, provides Crystaal with
an opportunity to become a significant marketing presence in the Canadian market.

Contract Research Division

We also have a full-service Contract Research Division (“CRD”) which provides clinical research and
laboratory testing services for our product development projects and for third-party international and domestic
pharmaceutical companies. The CRD includes a full-service bioanalytical laboratory which performs specialized
bioanalytical and quality control testing and method development as well as other laboratory services. The CRD
can also provide support services to its clients in the area of quality control. The CRD operates in facilities that
include a fully equipped bioanalytical laboratory, a department of biopharmaceutics and statistical analysis and a
live-in 200-bed study clinic.

Strategic Investments

We intend to selectively pursue strategic investments and alliances with small to medium-sized
pharmaceutical companies that require additional capital to sustain specific NCE projects in the advanced stages
of development as well as to fund the completion of development of novel products utilizing advanced drug
delivery systems. In exchange for our investments, we expect to acquire various rights, options and licenses with
respect to the manufacturing and marketing of drugs and technologies derived from these projects.




Maturity . . . . ..

Interest Payment Dates . . ... ......

Ranking . . . ...

Interest Deferral

THE OFFERING

$300,000,000 of 6.75% Convertible Subordinated Preferred
Equivalent Debentures due March 31, 2025. We have granted the
underwriters an option, exercisable within 30 days after the date of
this prospectus, to purchase up to an additional $45,000,000 of the
Securities to cover over-allotments, if any. The Securities will be
issued in fully-registered form only in denominations of $50 and
integral multiples thereof.

March 31, 2025.

March 31, June 30, September 30 and December 31 of each year,
commencing June 30, 2000, subject to our right to defer payment of
interest as described below.

The Securities will be unsecured convertible subordinated debentures,
and will be subordinated and junior in right of payment to all of our
present and future Senior Indebtedness (as defined in this
prospectus). The Securities will also be effectively subordinate to all
present and future indebtedness and other liabilities of our
subsidiaries, except to the extent we are a creditor of our subsidiaries
ranking at least pari passu with such other creditors. As of
December 31, 1999, after giving effect to the application of the net
proceeds of this offering and the concurrent offering of our common
shares, we (excluding our subsidiaries) had approximately $1.7 million
of Senior Indebtedness (assuming the purchase of all our outstanding
10%% Senior Notes due 2005 (the “Senior Notes”) and excluding
hedging obligations and undrawn letters of credit) outstanding. As of
December 31, 1999, our subsidiaries had approximately $54.0 million
of liabilities (excluding intercompany liabilities and liabilities (the
“Clonmel Liabilities”’) of Clonmel Healthcare Limited (“Clonmel”), a
subsidiary which is expected to be sold prior to completion of this
offering and a related term loan of approximately $10.8 million (the
“Clonmel Loan”), which has been repaid). The Securities do not limit
our ability or the ability of our subsidiaries to incur additional
indebtedness, including indebtedness that ranks senior to or pari passu
with the Securities.

We have the right, at any time and from time to time, subject to
certain conditions, to defer payment of interest on the Securities by
extending the interest payment period on the Securities for up to 20
consecutive quarterly periods, provided that we may not defer
payments beyond the stated maturity of the Securities. Except in
certain limited circumstances described herein, we are not permitted
to pay or declare dividends on any of our capital stock (except by way
of stock dividend) at any time when any interest on the Securities is
either in default or is being deferred as described in this prospectus.
There may be multiple deferral periods of varying lengths, each of up
to 20 consecutive quarterly periods, throughout the term of the
Securities. During any deferral period, interest will accrue and will
compound quarterly.

We may satisfy our obligation to pay deferred interest on any date on
which interest is normally due by delivering Shares (as defined in this
prospectus) to the Trustee, in which event the holders of the Securities




Conversion into Common Shares . . . .

Optional Redemption . ...........

Special Redemption

Tax Redemption . . .

Additional Amounts

shall be entitled to receive cash payments equal to the deferred
interest from the proceeds of the sale of the requisite Shares by the
Trustee. See “Description of the Securities—Option to Extend
Interest Payment Periods” and “—Share Payment Election.” Holders
of the Securities will not, however, receive any Shares in satisfaction
of our obligation to pay such deferred interest.

Each Security is convertible at any time prior to the close of business
on the Business Day (as defined in this prospectus) prior to maturity
at the option of the holder into our common shares at $60.675 per
common share (equal to an initial conversion ratio of .8§241 common
shares per Security, subject to adjustment). Such conversion rights
may be terminated in certain circumstances. See “Description of
Securities—Conversion Rights.”

Except in the circumstances described below, we will not be able to
redeem the Securities prior to March 31, 2003. Beginning on
March 31, 2003, we will have the option to redeem the Securities, in
whole or in part, at any time and from time to time (except during an
interest deferral period), at the redemption prices specified in this
prospectus plus accrued and unpaid interest thereon to the date of the
redemption. See “Description of the Securities—Optional
Redemption.” We may satisfy our obligation to pay the applicable
redemption price or the principal amount of the Securities plus
accrued and unpaid interest thereon on the applicable payment date
by delivering Shares to the Trustee (as defined in this prospectus), in
which event the holders of the Securities shall be entitled to receive
cash payments equal to the applicable redemption price or the
principal amount of the Securities plus accrued and unpaid interest
thereon, as the case may be, from the proceeds of the sale of the
requisite Shares by the Trustee. See “Description of the Securities—
Share Payment Election.” Holders of the Securities will not, however,
be entitled to receive any Shares in satisfaction of our obligation to
pay the applicable redemption price or the principal amount of the
Securities plus accrued and unpaid interest thereon.

We may redeem the Securities, in whole or in part, at a redemption
price of 106.75% of the principal amount thereof plus accrued and
unpaid interest, at any time and from time to time (except during an
interest deferral period), prior to March 31, 2003, if the trading price
of our common shares equals or exceeds $91.01 per share for a
specified trading period. We will also make additional payments to the
holders if we exercise the redemption rights under the foregoing
circumstances, whether or not the holders convert. See “Description
of the Securities—Special Redemption.”

We will have the option to redeem the Securities, in whole but not in
part, at any time (except during an interest deferral period) upon the
occurrence of a Redemption Tax Event (as defined in this prospectus)
at a redemption price equal to 100% of the principal amount thereof
plus accrued and unpaid interest to the date of redemption. See
“Description of the Securities—Redemption for Changes in Canadian
Tax Law.”

All payments we make with respect to the Securities will be made
without withholding or deduction for Canadian Taxes (as defined in




this prospectus) unless we are legally required to do so, in which case
we will pay such additional amounts as may be necessary so that the
net amount received by holders of the Securities (other than certain
excluded holders) after such withholding or deduction will not be less
than the amount that would have been received in the absence of such
withholding or deduction. See “Description of the Securities—
Canadian Withholding Taxes.”

Sinking Fund .. ........ ... .... None.

Concurrent Offering . . ........... Concurrently with this offering of Securities, we are offering a total of
2,000,000 of our common shares, assuming the underwriters’ over-
allotment option is not exercised. The closing of this offering is not
contingent upon the closing of the common share offering.

Use of Proceeds .. .............. The net proceeds from the sale of the Securities and our concurrent
common share offering will be used to fund the repurchase of our
outstanding Senior Notes pursuant to an offer we are currently
making for all those Senior Notes. Our offer to purchase the Senior
Notes will be consummated if a majority (more than $62.5 million in
principal amount) of the Senior Notes are tendered. We will use the
remaining net proceeds for working capital and other general
corporate purposes, which may include the acquisition of products or
technologies. Pending application for these purposes, the net proceeds
will be invested in short-term interest-bearing securities. See “Use of
Proceeds.”

Governing Law. . .. ............. The indenture governing the Securities and the Securities themselves
will be governed by the laws of the State of New York.

Stock Exchange Listing . .. ........ The Securities have been approved for listing on the NYSE under the
symbol “BVF Pr”, subject to official notice of issuance.

Global Securities . .............. The Securities will be represented by one or more Global Securities
(as defined in this prospectus) registered in the name of the nominee
of The Depository Trust Company (“DTC”). Beneficial interests in
the Global Securities representing the Securities will be shown on, and
transfers thereof will be effected only through, records maintained by
DTC and its direct and indirect participants. Except as described in
this prospectus, Securities in definitive form will not be issued. See
“Description of the Securities—The Depository, Book-Entry and
Settlement.”

RISK FACTORS

Prospective investors should carefully consider the information set forth under the caption “Risk Factors”
relating to the risks associated with the Securities, our business, the pharmaceutical industry and all other
information contained in this prospectus.




SUMMARY CONSOLIDATED FINANCIAL DATA

The summary consolidated historical financial data for the years ended December 31, 1995 through 1999 is
derived from our audited consolidated financial statements and notes. The pro forma financial data is not
derived from our audited consolidated financial statements and notes. We have prepared and presented our
audited consolidated financial statements in accordance with Canadian generally accepted accounting principles
(“Canadian GAAP”). Canadian GAAP differs in certain significant respects from U.S. generally accepted
accounting principles (“U.S. GAAP”). Footnote 23 of the audited consolidated financial statements, which
appear beginning on page F-1, describes the principal differences between Canadian GAAP and U.S. GAAP as
they relate to us.

Since the information presented below is only a summary and does not provide all of the information
contained in our financial statements, including the related notes, you should read “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and our consolidated financial statements. You
should read “Unaudited Pro Forma Combined Financial Information.”

Year ended December 31,
1995 1996 1997 1998 1999

(in thousands, except per share data)

Earnings and Related Data

Revenues:
Product sales . . . . .. . . $ 7915 $54313 $50,333 $ 69,154 $ 99,526
Research and development . . . . ... ... ... ... .. . ... 4,333 4,374 19,559 32,070 52,260
Royalty and licensing . . . . . .. ... .. 7,396 7,743 12,487 11,612 24,706
19,644 66,430 82,379 112,836 176,492
Expenses:
Cost of goods sold . . . ... .. .. 2,715 21,757 16,471 28,593 35,078
Research and development . . . . ........ ... .. ... . . .. .. ... 7,194 10,901 14,386 17,490 33,130
Selling, general and administrative . .. ... ..................... 7,024 10,008 13,831 17,450 29,602
16,933 42,666 44,688 63,533 97,810
Operating iNCOME . . . . . . oottt e e e e $ 2,711 $23,764  $37,691 $ 49,303 $ 78,682
Net income:
Canadian GAAP . . . . . . $ 5870  $23,284  $35241 $ 45419 $ 62,480
US. GAAP(L) . . o o 5,870 22,664 32,822 41,577 (109,978)
Earnings per share:
Canadian GAAP—DaSsIC . . . . . o oot $ 012 $ 046 $ 069 $ 085 $ 1.22
Canadian GAAP—diluted . . . . . ...... ... ... ... . . .. . ... 0.10 0.41 0.66 0.82 1.09
US. GAAP—basic(1) .. ... .. 0.12 0.45 0.64 0.78 (2.15)
US. GAAP—diluted(1) . . ... ... N/A 0.42 0.62 0.76 (2.15)
Other Data
EBITDA(2) . . ottt e e e e $ 3,791  $25,573  $40,690 $ 54,102 $ 85,987
EBITDA margin(3) . . . . . ..ottt 19.3% 38.5% 49.4% 47.9% 48.7%
Depreciation and amortization . . . . . . .. .. ... $ 1238 $ 1,967 $ 3,157 $ 4957 $ 10,140
Capital expenditures(4) . . ... ... 10,502 7,853 2,676 32,787 46,124
Weighted average shares outstanding (thousands) . . .. ... ........... 49,986 50,756 51,212 53,282 51,271
Balance Sheet Data (end of period)
Cash and short-term deposits(5) . . . . .o v i $24323 $ 4526 $ 8275 $ 78279 § 243,979
Working capital . ... ... ... 696 9,606 47,663 115,324 266,068
Total @SSEtS . . . . . e e e 60,867 58,606 93,739 199,919 635,137
Total long-term debt . . ... ... ... ... 10,195 6,968 4,847 126,835 137,504
Shareholders’ equity:
Canadian GAAP . . . . . . . 14,592 36,943 75,458 51,191 435,294
US. GAAP . . . 14,592 36,323 73,169 45,362 267,336
Pro Forma Data
Pro forma cash interest expense(6) . . . . . . . ... $ 20,282
Ratio of EBITDA to pro forma cash interest eXpense(0) . . . . . . . v v vttt it e e e e e e 4.2x
Ratio of total pro forma debt to EBITDA(6) . . . . . . . oottt e e e e e e 3.5x

(1) Includes the $136.2 million write-off of acquired in-process research and development in connection with the Fuisz acquisition and the
$25.0 million write-off of acquired product rights in connection with the acquisition of Procardia XL from Intelligent Polymers in
December 1999.

(2) EBITDA means net income plus provision for income taxes, net interest expense and depreciation and amortization. EBITDA is
presented because we believe it is a useful indicator of our ability to meet debt service and capital expenditure requirements. It is not
intended as an alternative measure of operating results or cash flow from operations, as determined in accordance with generally
accepted accounting principles.

(3) EBITDA margin is EBITDA as a percentage of total revenue.

Includes expenditures related to fixed assets and acquisitions of product rights, royalty interests and long-term investments.

(5) Includes short-term investments.

(6) Pro forma debt and cash interest expense figures reflect the repurchase of the outstanding Senior Notes, completion of this offering of
Securities and the inclusion of these Securities in pro forma debt at an assumed 6.75% interest rate, and repayment of the Clonmel
Loan. Pro forma cash interest expense and the ratio of EBITDA to pro forma cash interest expense do not give effect to interest income
on the net proceeds from this offering or on existing cash and cash equivalents.




RISK FACTORS

In addition to the other information in this prospectus, prospective investors should carefully consider the
following factors before making a decision to purchase the Securities.

Risks related to the Securities

Your right to receive payment on the Securities is subordinated to substantially all of our and our
subsidiaries’ indebtedness. The Securities will be subordinated and junior in right of payment to all of our
present and future Senior Indebtedness. The Securities will also be effectively subordinate to all present and
future indebtedness and other liabilities of our subsidiaries. As of December 31, 1999, after giving effect to the
issuance of the Securities and the use of the proceeds therefrom, we (excluding our subsidiaries) had
approximately $1.7 million of Senior Indebtedness (assuming the purchase of all our outstanding Senior Notes
and excluding hedging obligations and undrawn letters of credit) outstanding. As of December 31, 1999, our
subsidiaries had approximately $54.0 million of liabilities (excluding intercompany liabilities, the Clonmel
Liabilities and the Clonmel Loan). Our offer to purchase our outstanding Senior Notes will be consummated if
more than $62.5 million in principal amount are tendered. Any untendered Senior Notes will remain
outstanding and will be Senior Indebtedness. There are no terms of the Securities that limit our ability or the
ability of our subsidiaries to incur or guarantee additional Senior Indebtedness or indebtedness that ranks pari
passu with the Securities. See “Description of the Securities—Subordination.”

We are substantially leveraged. As of December 31, 1999, as adjusted to give effect to this offering and the
use of the proceeds therefrom (assuming the purchase of all our outstanding Senior Notes), we would have had:

* total consolidated debt, including the Securities (which are included in debt under U.S. GAAP) and
excluding the Clonmel Loan, of $301.7 million, and

* shareholders’ equity of $435.3 million.

If our concurrent common share offering is completed, our shareholders’ equity would be $530.6 million. Under
Canadian GAAP, the Securities would be classified as shareholders’ equity, not long-term debt.

Our business may not generate sufficient cash flow from operations in the future to service our debt and
make necessary capital expenditures. If that is the case, we may seek additional financing, dispose of certain
assets or try to refinance some or all of our debt. We may not be able to effect these alternatives on satisfactory
terms or on a timely basis or at all.

Our ability to pay principal of, and interest on, the Securities and our other debt obligations will depend on
our future performance and the performance of our subsidiaries. To a certain extent, our performance will be
subject to general economic, financial, competitive, legislative, regulatory and other factors beyond our control.
If we have difficulty servicing our debt, we may be forced to reduce or delay capital expenditures, sell assets,
restructure or refinance our debt or seek equity capital. We might not be able to implement any of these
strategies on satisfactory terms or on a timely basis, if at all. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Liquidity and Capital Resources.”

In addition, any future indebtedness we incur may contain financial and other restrictive covenants. Such
covenants may limit our ability to borrow additional money and to take various other actions.

Our level of debt and the limitations imposed on us by our existing or future debt agreements could have
important consequences to you, including the following:

e we will have to use a portion of our cash flow from operations for debt service, rather than for our
operations;

* we may not be able to obtain additional debt financing for future working capital, capital expenditures,
acquisitions or other corporate purposes;

e we could be more vulnerable to economic downturns and less able to take advantage of significant
business opportunities and react to changes in market or industry conditions; and

* our less leveraged competitors could have a competitive advantage.
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We have the right to delay payment of interest on the Securities and our election to do so may have material
tax consequences for you. We have the right, at any time and from time to time, subject to certain conditions, to
defer payment of interest on the Securities by extending the interest payment period on the Securities for up to
20 consecutive quarterly periods each. During a deferral period interest on the Securities will accrue and will
compound quarterly.

Prior to the termination of any deferral period, we may further extend such deferral period; provided,
however, that no deferral period may exceed 20 consecutive quarterly periods, extend beyond the stated maturity
of the Securities or end other than on a date on which interest or principal is due. Upon the termination of any
deferral period and the payment of all deferred interest, we may commence a new deferral period, subject to the
above requirements. There may be multiple deferral periods of varying lengths, each of up to 20 consecutive
quarterly periods, throughout the term of the Securities. See “Description of the Securities—Option to Extend
Interest Payment Periods.”

Should a deferral period occur, the Securities will be treated, solely for purposes of the original issue
discount (“OID”) rules of the U.S. Internal Revenue Code of 1986, as amended, as having been retired and
reissued with OID in an amount equal to the aggregate of all future payments of interest on the Securities. As a
result, a holder of our Securities will be required to include such OID in gross income for United States federal
income tax purposes on an economic accrual basis without regard to such holder’s method of accounting and
notwithstanding the fact that cash will not be distributed currently in respect of the Securities and that a holder
of our Securities will not receive the cash related to such income from us if such holder disposes of the Securities
prior to the record date for payment of the deferred interest. See “Taxation—Certain U.S. Federal Income Tax
Considerations—Interest Income and Original Issue Discount.”

We must receive dividends and distributions from our subsidiaries to make payments on the Securities.
Most of our operations are conducted by our subsidiaries, which own a significant portion of our consolidated
assets. Consequently, our operating cash flow and our ability to service our indebtedness, including the
Securities, depends upon the operating cash flow of our subsidiaries and the payment of funds by them to us in
the form of loans, dividends or otherwise. Our subsidiaries are separate legal entities that have no obligation to
pay any amounts due pursuant to the Securities or to make any funds available for that purpose, whether by
dividends, interest, loans, advances or other payments. In addition, their ability to pay dividends and make loans,
advances and other payments to us depends on applicable statutory or contractual restrictions, which may
include requirements to maintain minimum levels of working capital and other assets.

We may redeem the Securities upon the occurrence of certain changes in Canadian Tax Law. Following the
occurrence of certain changes in Canadian Tax Law, we shall have the option, subject to the satisfaction of
certain conditions, to redeem the Securities, in whole but not in part. The redemption price for the Securities in
such circumstances shall be 100% of the principal amount thereof plus accrued and unpaid interest to the date
of such redemption. See “Description of the Securities—Redemption for Changes in Canadian Tax Law.”

Canadian law and our status as a Canadian corporation may adversely affect your ability to take actions
against us in the event of a bankruptcy or similar proceeding. We are organized under the laws of Ontario,
Canada. Most of our assets are located outside the United States, and a significant portion are located in
Canada. The Securities and the indenture governing them will be governed by New York law. The rights of the
trustee under the indenture governing the Securities to enforce remedies are likely to be significantly impaired
by the restructuring provisions of applicable Canadian federal bankruptcy, insolvency and other restructuring
legislation if the benefit of such legislation is sought with respect to us. For example, both the Bankruptcy and
Insolvency Act (Canada) and the Companies’ Creditors Arrangement Act (Canada) contain provisions enabling
“an insolvent person” to obtain a stay of proceeding against its creditors and others and to prepare and file a
proposal for consideration by all or some of its creditors to be voted on by various classes of its creditors. Such a
restructuring proposal, if accepted by the requisite majorities of creditors and if approved by the court, would be
binding on all creditors who fall within one of the classes of creditors contemplated by the restructuring
proposal. Moreover, this legislation permits, in certain circumstances, the insolvent debtor to retain possession
and administration of its property, even though it may be in default under the applicable debt instruments.

11



Canadian courts have exercised their powers under the Bankruptcy and Insolvency Act and the Companies’
Creditors Arrangement Act to protect a restructuring entity from actions taken by creditors and other parties.
Accordingly, it is impossible to predict if payments under the Securities would be made during such a
proceeding, whether or when the trustee could exercise its rights under the Indenture or whether and to what
extent you would be compensated for any delays in payments, if any, of principal and interest.

Under bankruptcy laws in the United States, courts typically have jurisdiction over a debtor’s property,
wherever it is located, including property located in other countries. However, courts outside of the United
States might not recognize the United States bankruptcy court’s jurisdiction. Accordingly, difficulties may arise
in administering a United States bankruptcy case involving a Canadian debtor with property located outside of
the United States. Orders or judgments of a bankruptcy court in the United States may not be enforceable.

An active trading market for the Securities may not develop and the market price for them may not reflect
the value of accrued but unpaid interest. Prior to this offering, there has been no public market for the
Securities. Although the Securities have been approved for listing on the NYSE subject to official notice of
issuance, there can be no assurance that an active trading market will develop or be sustained. Furthermore,
although the underwriters have informed us that they intend to make a market in the Securities following
completion of the offering, they are under no obligation to do so. The underwriters may discontinue any market
making in the Securities at any time at their sole discretion. If a trading market does develop, the Securities may
trade at prices that do not reflect the value of accrued but unpaid interest.

The Securities are subject to the market price volatility of our common shares. Market prices for the
securities of pharmaceutical and biotechnology companies, including our own, have historically been highly
volatile, and the market has from time to time experienced significant price and volume fluctuations that are
unrelated to the operating performance of particular companies. Factors such as fluctuations in our operating
results, the aftermath of our public announcements, concern as to safety of drugs, and general market
conditions, can have an adverse effect on the market price of our common shares and therefore the market price
of the Securities.

Risks related to our business

The pharmaceutical industry is highly competitive and is subject to rapid and significant technological
change which could render our technologies and products obsolete and uncompetitive. Our products face
intense competition from conventional forms of drug delivery and from controlled-release drug delivery systems
developed, or under development, by other pharmaceutical companies. We compete with companies in the
United States and abroad, including major pharmaceutical and chemical companies, specialized contract
research organizations, research and development firms, universities and other research institutions. Some of
our competitors are also licensees (or potential licensees) of our products. Many of our competitors have greater
financial resources and marketing capabilities than we do, and they may be less leveraged. Some of our
competitors have greater experience than we do in clinical testing and human clinical trials of pharmaceutical
products and in obtaining FDA and other regulatory approvals. Our competitors may succeed in developing
technologies and products that are more effective or cheaper to use than any we may develop or license. These
developments could render our technologies and products obsolete or uncompetitive, which would have a
material adverse effect on our business and financial results.

Our business is subject to limitations imposed by government regulations. The cost of complying with
government regulation can be substantial. Governmental authorities in the United States and Canada and
comparable authorities in foreign countries also regulate the research and development, manufacture, testing
and safety of controlled-release products. The regulations applicable to our existing and future products may
change. There can be long delays in obtaining required clearances from regulatory authorities in any country
after applications are filed. Government agencies in the United States, Canada and other countries in which we
carry on business regulate pharmaceutical products intended for human use. Regulations require extensive
clinical trials and other testing and government review and final approval before we can market these products.

Requirements for approval vary widely from country to country outside of the United States and Canada.
Whether or not approved in the United States or Canada, regulatory authorities in other countries must approve
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a product prior to the commencement of marketing the product in those countries. The time required to obtain
any such approval may be longer or shorter than in the United States or Canada.

Any failure or delay in obtaining regulatory approvals could adversely affect the marketing of any products
we develop and therefore our business, results of operation, financial condition and cash flows.

We are currently dependent on a particular product and several customers. If a new drug were developed
that was significantly more effective in the treatment of hypertension or angina than Tiazac®, currently our most
significant product, or if the medical industry determined that another pre-existing product was significantly
more effective in the treatment of hypertension or angina, the result could be a significant reduction in Tiazac®
sales. This could have a material adverse effect on our business, results of operations, financial condition and
cash flows. Furthermore, the three-year marketing exclusivity period for Tiazac® has expired and one generic
drug manufacturer has submitted an Abbreviated New Drug Application (“ANDA”) for a generic version of
Tiazac®. Under current law, if its ANDA is approved, the generic manufacturer may be able to begin marketing
in the first quarter of 2001 or earlier in the event that such generic manufacturer should be found ultimately not
to have infringed upon our patent. This may adversely affect Tiazac®’s market share and may reduce the price at
which Tiazac® could be sold and could therefore have a material adverse effect on our business, results of
operations, financial condition and cash flows. Sales of Tiazac® pursuant to agreements with Forest
Laboratories, Inc. (“Forest”) accounted for approximately 41.7% of our total revenues for the year ended
December 31, 1999. Our total revenues from Tiazac®, including sales by Crystaal in Canada, accounted for
approximately 43.8% of our total revenues in the year ended December 31, 1999.

Research and development services rendered to Intelligent Polymers and Teva Pharmaceutical Industries
Ltd. (together with its affiliates “Teva”) accounted for approximately 21.4% of our total revenues for the year
ended December 31, 1999.

There is uncertainty regarding our patents and proprietary technology and patent protection is
unpredictable. Competitors may have filed patent applications, or hold issued patents, relating to products or
processes competitive with those we are developing. Our patent applications for a product may not be approved.
The patents of our competitors may impair our ability to do business in a particular area. Others may
independently develop similar products or duplicate any of our unpatented products. While we have not
routinely sought patents on our controlled-release technology, we do have the exclusive right to the patented
technology for Tiazac®. Our success will depend, in part, on our ability in the future to obtain patents, protect
trade secrets and other proprietary information and operate without infringing on the proprietary rights of
others.

Historically, we have relied on trade secrets, know-how and other proprietary information as well as
requiring our employees and other vendors and suppliers to sign confidentiality agreements. However, these
confidentiality agreements may be breached, and we may not have adequate remedies for any breach. Others
may independently develop substantially equivalent proprietary information. Third parties may otherwise gain
access to our proprietary information.

There has been substantial litigation in the pharmaceutical industry concerning the manufacture, use and
sale of new products that are the subject of conflicting patent rights. When we file an ANDA for a generic drug,
we are required to certify to the FDA that any patent which has been listed with the FDA as covering the
branded product has expired, the date any such patent will expire, or that any such patent is invalid or will not be
infringed by the manufacture, sale or use of the new drug for which the application is submitted. Approval of an
ANDA is not effective until each listed patent expires, unless the applicant certifies that the patents at issue are
not infringed or are invalid and so notifies the patent holder and the holder of the branded product New Drug
Application (“NDA”). A patent holder may challenge a notice of non-infringement or invalidity by suing for
patent infringement within 45 days of receiving notice. Such a challenge would prevent FDA approval for a
period which ends 30 months after the receipt of notice, or sooner if an appropriate court rules that the patent is
invalid or not infringed. From time to time, in the ordinary course of business, we face such challenges.

The expense of litigation, whether or not we are successful, could have a material adverse effect on our
business, results of operations, financial condition and cash flows. Such lawsuits may be brought and the ultimate
outcome of such litigation, if commenced, could have a material adverse effect on our business, results of
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operations, financial condition and cash flows. Regardless of FDA approval, should anyone commence a lawsuit
with respect to any alleged patent infringement by us, whether because of the filing of an ANDA or otherwise,
the uncertainties inherent in patent litigation make the outcome of such litigation difficult to predict.

There is no assurance that we will continue to be successful in our licensing and marketing operations.
Except in Canada, our products are marketed by third parties by way of license agreements or otherwise. Such
third-party arrangements may not be successfully negotiated in the future. Any such arrangements may not be
available on commercially reasonable terms. Even if acceptable and timely marketing arrangements are
available, the products we develop may not be accepted in the marketplace. Even if such products are initially
accepted, sales may thereafter decline. Additionally, our clients or marketing partners may make important
marketing and other commercialization decisions with respect to products we develop without our input. As a
result, many of the variables that may affect our revenues, cash flows and net income are not exclusively within
our control.

We are not assured of successful development of our product pipeline. We have nineteen products at
various stages of development or which are not yet marketed and have filed ANDAs relating to four of these
products with the FDA, one of which (Adalat CC) has been tentatively approved. FDA approval may not be
granted for all or any of these products and we may not be successful in filing NDAs or ANDAs for the
remaining fifteen products with the FDA.

We depend on key scientific and managerial personnel for our continued success. Much of our success to
date has resulted from the particular scientific and management skills of personnel available to us. If these
individuals were not available, we might not be able to attract or retain employees with similar skills. In
particular, our success to date in developing new products has resulted from the activities of a core group of
research scientists. The continued availability of this group is important to our ongoing success.

We must successfully integrate Fuisz and any businesses or products we acquire in the future. On
November 12, 1999 we completed the acquisition of Fuisz Technologies, Ltd. (“Fuisz”), which we have renamed
Biovail Technologies Ltd. Our combination with Fuisz involves the integration of separate companies that have
previously operated independently. The process of combining the companies may be disruptive to our
businesses.

In addition, we may pursue product or business acquisitions that could complement or expand our business.
However, there can be no assurance that we will be able to identify appropriate acquisition candidates in the
future. If an acquisition candidate is identified, there can be no assurance that we will be able to successfully
negotiate the terms of any such acquisition, finance such acquisition or integrate such acquired product or
business into our existing products and business. Furthermore, the negotiation of potential acquisitions could
divert management’s time and resources, and require significant resources to consummate. If we consummate
one or more significant acquisitions through the issuance of common shares, holders of our common shares and
Securities could suffer significant dilution of their ownership interests.

The success of the strategic investments we make depends upon the performance of the companies we invest
in, which is uncertain. Economic, governmental, industry and internal company factors outside our control
affect each of the companies we may invest in. If these companies do not succeed, the value of our assets and the
market price of our common shares, and therefore the market price of our Securities, could decline. Some of the
material risks relating to the companies we may invest in include:

* the ability of these companies to successfully develop and obtain necessary governmental approvals for
the products which serve as the basis for our investments,

e the ability of competitors to develop similar or more effective products, making the drugs developed by
the companies we invest in difficult or impossible to market,

* the ability of the companies we invest in to adequately secure patents for their products and protect their
proprietary information,

* the ability of these companies to enter the marketplace without infringing competitors’ patents,
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* the ability of these companies to remain technologically competitive, and
* the dependence of these companies upon key scientific and managerial personnel.

We will have limited or no control over the resources that any company we invest in may devote to
developing the products for which we collaborate with them. Any company that we invest in may not perform as
expected. These companies may breach or terminate their agreements with us or otherwise fail to conduct
product discovery and development activities successfully or in a timely manner. If any of these events occurs, it
could have a material adverse effect on our business.

Our business may be adversely affected by environmental laws and regulations. We may incur substantial
costs to comply with such requirements. In addition, we may discover currently unknown environmental
problems or conditions. We are subject to extensive federal, state, provincial and local environmental laws and
regulations which govern the discharge, emission, storage, handling and disposal of a variety of substances that
may be used in or result from our operations. Environmental laws or regulations (or their interpretation) may
become more stringent in the future. Any such event could have a material adverse effect on our business. We
believe we are not currently using any hazardous materials in the manufacture of our products.

Our ability to obtain third-party reimbursement for the cost of products and related treatment may not be
adequate. Our ability to successfully commercialize our products and product candidates, if FDA approval is
obtained, depends in part on whether appropriate reimbursement levels for the cost of the products and related
treatments are obtained from government authorities and private health insurers and other organizations, such
as HMOs and MCOs.

Third-party payors increasingly challenge pricing of pharmaceutical products. In addition, the trend toward
managed health care in the United States, the growth of organizations such as HMOs and MCOs and legislative
proposals to reform health care and government insurance programs could significantly influence the purchase
of pharmaceutical products, resulting in lower prices and a reduction in product demand. Such cost containment
measures and health care reform could affect our ability to sell our products and may have a material adverse
effect on our business, results of operations and financial condition.

Uncertainty exists about the reimbursement status of newly approved pharmaceutical products.
Reimbursement in the United States or foreign countries may not be available for some of our products. Any
reimbursement granted may not be maintained or limits on reimbursement available from third-party payors
may reduce the demand for, or negatively affect the price of, those products. These issues could have a material
adverse effect on our business, results of operations and financial condition. We are unable to predict if
additional legislation or regulation impacting the health care industry or third-party coverage and
reimbursement may be enacted in the future, or what effect such legislation or regulation would have on our
business.
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USE OF PROCEEDS

Our net proceeds from this offering, after deducting underwriting fees and expenses, will be approximately
$289 million ($332 million if the over-allotment option is exercised in full). Concurrently with this offering and
by a separate prospectus, we are offering to sell 2,000,000 of our common shares. Our net proceeds from the
common share offering, after deducting underwriting fees and expenses, will be approximately $95 million
($110 million if the over-allotment option is exercised in full). Completion of the common share offering is not a
condition to the completion of this offering.

We intend to use the combined net proceeds from these offerings as follows. Up to approximately
$142 million will be used to repurchase our outstanding Senior Notes concurrently with the consummation of
this offering pursuant to an offer we are currently making for all of such Senior Notes. The remainder will be
used for working capital and other general corporate purposes, which may include the acquisition of various
product rights, options and licenses with respect to the manufacturing and marketing of drugs and technologies.
We have not yet determined whether to exercise our option to acquire the outstanding common shares of
Intelligent Polymers. If we do exercise that option, up to approximately $146 million of the combined net
proceeds may be used for such purchase. See “Business—Branded Products—Purchase Option.” We will invest
the proceeds in short-term, interest bearing securities until used for these purposes.

DIVIDEND POLICY

We have not paid cash dividends on our common shares, and at this time we intend to continue this policy
for the foreseeable future in order to retain earnings for the development and growth of our business. Our
dividend policy will be reviewed periodically depending on our financial position, capital requirements, general
business conditions and on other factors.
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CONSOLIDATED CAPITALIZATION

The following table sets forth our consolidated cash and short-term deposits and capitalization as of

December 31, 1999 on an actual basis and as adjusted to reflect (i) the sale of $300 million aggregate principal
amount of our Securities offered hereby, (ii) the concurrent sale of 2,000,000 of our common shares (iii) the
application of the net proceeds from both offerings (assuming the purchase of all our outstanding Senior Notes)
and (iv) the sale of Clonmel and the repayment of the Clonmel Loan. The following should be read in
conjunction with the consolidated financial statements and the related notes thereto and other financial
information included elsewhere herein.

As of December 31, 1999
Actual As Adjusted
(in thousands)

Cash and short-term deposits(1) . ... ...ttt $243,979  $495,502
Debt (including current portion):
Clonmel LOan . .. ..o ot e e e $ 10,799 $ —
Government 10an(2) . . . ... 1,250 1,250
Senior NOtES . . .ottt e 125,000 —
Other(3) ... 455 455
Total debt . .. ... ... 137,504 1,705
Shareholders’ equity:
Securities offered hereby(4) . . . ... — 300,000
Share capital(5)(6) . . . .« 368,538 463,860
Warrants(7) . ... 8,244 8,244
Retained €arnings . . . ... ..ottt 57,252 57,252
Cumulative translation adjustment . . . .......... ...t 1,260 1,260
Total capitalization . ... ... ... ... ... $572,798  $832,321
(1) Includes short-term investments.

)

S)

(4)

)

(0)

()

The non-interest bearing, unsecured government loan is repayable in semi-annual installments with the
final payment due in January 2001.

Consists of outstanding 7% convertible subordinated debentures assumed in connection with the
acquisition of Fuisz (the “Fuisz Debentures”).

Under U.S. GAAP, the Securities would be classified as long-term debt, not equity. We intend to publicly
report our financial results in accordance with U.S. GAAP for periods beginning after January 1, 2000.
Actual total capitalization under U.S. GAAP would be $404.8 million and total capitalization, as adjusted,
would be $664.3 million.

As of December 31, 1999, there were 62,107,474 of our common shares outstanding. This excludes
5,223,400 common shares issuable upon exercise of stock options outstanding under our stock option plan,
7,475,000 common shares issuable upon exercise of outstanding warrants, 88,310 common shares to be
issued following the effectiveness of the registration statement with respect to the Fuisz acquisition and
8,203 common shares issuable upon conversion of the Fuisz Debentures. On December 31, 1999, we filed
articles of amendment which authorized an unlimited number of common shares.

On August 17, 1998 and May 6, 1999, the board of directors approved common share repurchase programs.
Pursuant to these programs, we repurchased 6,009,000 common shares on the open market through the
facilities of the NYSE.

There are currently warrants outstanding for 7,475,000 common shares with an exercise price of $20 per
share. These warrants are exercisable at any time until September 30, 2002.
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PRICE RANGE OF COMMON SHARES

Our common shares are traded on the NYSE and on The Toronto Stock Exchange (“TSE”) under the
symbol “BVE.” The table below sets forth the high and low sale prices for our common shares on the NYSE and
the TSE during the periods indicated. The reported last sale price of the common shares on March 16, 2000 on
the NYSE was $50.56 and on the TSE was Cdn$74.45.

Price Range of Common Shares

NYSE TSE
High Low High Low

Year Ended 1998:

IstQuarter. ... ... vt $24.47 $16.75 Cdn$ 34.83 Cdn$23.88

2nd Quarter . .. ... 23.45 15.00 33.50 22.38

3rd Quarter . ...... ... 17.38 12.13 26.50 18.48

4th Quarter . ....... .. 18.91 10.88 29.00 16.13
Year Ended 1999:

IstQuarter. ... ... vt $21.66 $17.28 Cdn$ 33.00 Cdn$25.53

2nd Quarter . .. ... 25.56 16.19 37.25 23.93

3rd Quarter . ...... ... 29.50 23.91 44.25 34.85

4th Quarter . ....... .. 46.88 25.44 67.90 37.35
Year Ending 2000:

1st Quarter (through March 16). .. ............... $69.56 $43.50 Cdn$101.20 Cdn$62.75
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SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated historical financial data for the years ended December 31, 1995 through 1999 is
derived from our audited consolidated financial statements and notes. The pro forma financial data is not
derived from our audited consolidated financial statements and notes. We have prepared and presented our
audited consolidated financial statements in accordance with Canadian GAAP. Canadian GAAP differs in
certain significant respects from U.S. GAAP. Footnote 23 of the audited consolidated financial statements,
which appear beginning on page F-1, describes the principal differences between Canadian GAAP and
U.S. GAAP as they relate to us.

Since the information presented below is only a summary and does not provide all of the information
contained in our financial statements, including the related notes, you should read “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and our consolidated financial statements. You
should read “Unaudited Pro Forma Combined Financial Information.”

Year ended December 31,
1995 1996 1997 1998 1999

(in thousands, except per share data)

Earnings and Related Data

Revenues:
Product Sales . . . . o vt e $ 7915 $54313  $50,333 $ 69,154 $ 99,526
Research and development . . . . ... ... ... ... ... 4,333 4,374 19,559 32,070 52,260
Royalty and licensing . . . . . ... ... . 7,396 7,743 12,487 11,612 24,706
19,644 66,430 82,379 112,836 176,492
Expenses:
Cost of goods sold . . . . ... ... 2,715 21,757 16,471 28,593 35,078
Research and development expense . . ... ..................... 7,194 10,901 14,386 17,490 33,130
Selling, general and administrative . . ... ...................... 7,024 10,008 13,831 17,450 29,602
16,933 42,666 44,688 63,533 97,810
Operating iNCOME . . . v v v oo vt e e e e e e e e e e e $ 2,711  $23,764  $37,691 $ 49,303 $ 78,682
Net income:
Canadian GAAP . . . . . . $ 5870 $23,284  $35241 $ 45419 $ 62,480
US. GAAP(L) . . o o 5,870 22,664 32,822 41,577 (109,978)
Earnings per share:
Canadian GAAP—Dasic . . . . . ... it e $ 012 $ 046 $ 069 $ 085 $ 1.22
Canadian GAAP—diluted . . . . .. .......... ... . . . .. ... 0.10 0.41 0.66 0.82 1.09
US. GAAP—Dasic(l) . .. ... 0.12 0.45 0.64 0.78 (2.15)
US. GAAP—diluted(1) . . . ... oo N/A 0.42 0.62 0.76 (2.15)
Other Data
EBITDA(2) . . ottt e e e e e e $ 3,791  $25,573  $40,690 $ 54,102 $ 85,987
EBITDA margin(3) . . . . . ..ot 19.3% 38.5% 49.4% 47.9% 48.7%
Depreciation and amortization . . . . . . ... ... $ 1238 $ 1,97 $3,157 $ 4957 $ 10,140
Capital expenditures(4) . . ... ... 10,502 7,853 2,676 32,787 46,124
Weighted average shares outstanding (thousands) . . .. ... ........... 49,986 50,756 51,212 53,282 51,271
Balance Sheet Data (end of period)
Cash and short-term deposits(5) . . . . ... ... L $24323 $ 4526 $ 8275 $ 78,279 $ 243,979
Working capital . . ... ... 696 9,606 47,663 115,324 266,068
Total @SSets . . . . 60,867 58,606 93,739 199,919 635,137
Total debt . . . . . . o 10,195 6,968 4,847 126,835 137,504
Shareholders’ equity
Canadian GAAP . . . . . . . . 14,592 36,943 75,458 51,191 435,294
US. GAAP . . 14,592 36,323 73,169 45,362 267,336
Pro Forma Data
Pro forma cash interest expense(6) . . . . . . . ... e $ 20,282
Ratio of EBITDA to pro forma cash interest eXpense(6) . . . . . . o v vttt ittt e e e e 4.2x
Ratio of total pro forma debt to EBITDA(6) . . . . . . . oottt e e e e e e e e 3.5x

(1) Includes the $136.2 million write-off of acquired in-process research and development in connection with the Fuisz acquisition and the
$25.0 million write-off of acquired product rights in connection with the acquisition of Procardia XL from Intelligent Polymers in
December 1999.

(2) EBITDA means net income plus provision for income taxes, net interest expense and depreciation and amortization (excluding
amortization of deferred financing costs). EBITDA is presented because we believe it is a useful indicator of our ability to meet debt
service and capital expenditure requirements. It is not intended as an alternative measure of operating results or cash flow from
operations, as determined in accordance with generally accepted accounting principles.

(3) EBITDA margin is EBITDA as a percentage of total revenue.

Includes expenditures related to fixed assets and acquisitions of product rights, royalty interests and long-term investments.

(5) Includes short-term investments.

(6) Pro forma debt and cash interest expense figures reflect the repurchase of the outstanding Senior Notes, completion of this offering of
Securities and the inclusion of these Securities in pro forma debt at an assumed 6.75% interest rate, and repayment of the Clonmel
Loan. Pro forma cash interest expense and the ratio of EBITDA to pro forma cash interest expense do not give effect to interest income
on the net proceeds from this offering or on existing cash and cash equivalents.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview of 1999
General

During fiscal 1999, we experienced significant revenue and earnings growth, while expanding our operations
and enhancing our product development pipeline. We successfully completed a number of corporate initiatives,
including: the acquisition of Fuisz; product licensing agreements with Mylan, Elan Pharmaceuticals (“Elan”)
and Spectral Diagnostics Inc. (“Spectral”); the acquisition of the rights to Procardia XL from Intelligent
Polymers; FDA approval for our generic versions of Cardizem CD and Adalat CC; the launch of a generic
version of Verelan and the completion of a common share offering for gross proceeds of $259 million.

Fuisz Acquisition

On November 12, 1999, we acquired Fuisz in order to enhance our drug delivery and pharmaceutical
business. Fuisz was a drug delivery company focused on the enhanced delivery of drugs utilizing its patented
technology in the areas of controlled-release, rapid dissolve, enhanced absorption and taste masking.

The total consideration paid for Fuisz, including costs of acquisition, consisted of $75.6 million in cash,
1,544,155 of our common shares with a fair value of $96.0 million and the assumption of approximately
$86.1 million of debt. We have recognized in our consolidated financial statements our 49% equity interest in the
results of Fuisz for the period from September 4, 1999, the date we acquired significant influence, to
November 12, 1999, the date we acquired control of Fuisz. The assets, liabilities, revenues and expenses of Fuisz
have been included in our consolidated financial statements since November 12, 1999.

The acquisition of Fuisz gave rise to a charge of $137.5 million, relating to the acquisition of in-process
research and development pursuant to Statement of Financial Accounting Standard (“SFAS”) No. 2. See Note 3
of our consolidated financial statements for additional information relating to the Fuisz acquisition.

On October 22, 1999, Fuisz agreed to sell all of the issued shares of three of its wholly-owned European
subsidiaries for proceeds of $28.7 million and the assignment of the rights, privileges and advantages of the
CEBUTID trademark for proceeds of $10.3 million. No gain or loss was recognized by us on these transactions
as these subsidiaries were included in the purchase price allocation at their fair value on September 4, 1999 when
we acquired our 49% interest in Fuisz.

We determined, as part of our evaluation of the purchase, that certain operations of Fuisz were not strategic
to our business plans and accordingly should be sold. Effective January 4, 2000, we entered into an agreement to
sell all of the issued share capital of Clonmel, a pharmaceutical and antibiotic manufacturer and distributor
located in Ireland, for proceeds of $20 million. No gain or loss was recognized by us on this transaction, as this
subsidiary was included at fair value in the purchase price allocation at November 12, 1999.

We are continuing to complete a number of initiatives to reorganize and integrate Fuisz into our operations.
We recently completed the purchase of $74.5 million of Fuisz Debentures. We anticipate that the operations of
Fuisz will be fully integrated into our operations in 2000.

Product Acquisitions

In March 1999, we entered into an arrangement with Mylan for the marketing of all dosage strengths of a
generic version of Verelan to take advantage of our first ANDA filer status and Mylan’s product approval. As a
result of this agreement, our marketing partner Teva entered the market simultaneously with Mylan at an earlier
date than would otherwise have been achieved.

In July 1999, we acquired from Spectral the exclusive rights to market Cardiac STATus in Canada. Cardiac
STATus, a rapid point of care diagnostic test, assists in the early identification of patients with heart attacks or
other acute coronary syndromes.

In October 1999, we acquired the exclusive marketing rights to Elan’s 30 mg generic version of Adalat CC
in the United States in return for future royalties. As a result of this acquisition, we will enter the market earlier
than would otherwise have been the case and will benefit from the 180 days of marketing exclusivity for this
dosage strength previously held by Elan.
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In December 1999, we exercised our option to purchase the exclusive product rights from Intelligent
Polymers for its generic version of Procardia XL for $25 million. Intelligent Polymers had filed an ANDA with
the FDA covering multiple dosage strengths for this product.

Product Approvals

In June 1999, we received tentative approval for our 30 mg and 60 mg generic versions of Adalat CC from
the FDA. In December 1999, we received approval for our generic version of Cardizem CD from the FDA.
Cardizem CD was immediately launched by Teva in the United States.

Corporate Financing Initiatives

In October 1999, we completed an equity offering for gross proceeds of $259 million. These proceeds
replenished cash used for the initial purchase of 49% of Fuisz and funded the purchase of the Fuisz Debentures.

Results of Operations

We derive our revenues from: (i) developing and licensing oral controlled-release pharmaceutical products
utilizing our proprietary drug delivery technologies; (ii) manufacturing such products for sale to licensees and
wholesalers and from direct marketing of proprietary and in-licensed products in Canada; and (iii) providing
pharmaceutical contract research services to third parties. Product sales arise from products developed and
manufactured on behalf of our clients or from products licensed from third parties and sold by us. Royalties
generally arise on sales of drug products developed by us. License fees include fees relating to the license to
third parties of our technologies or product rights. Research and development fees relate to product
development activity and pharmaceutical contract research services for third parties.

Revenues for 1999 were $176.5 million, a 56% increase over the revenues of $112.8 million recorded in
1998. Revenues for 1998 were 37% higher than the $82.4 million recorded in 1997. Income before goodwill
amortization in 1999 increased by 44% to $65.6 million, or $1.28 per share, compared to $45.6 million, or $0.86
per share, in 1998 and $35.4 million, or $0.69 per share, in 1997. Net income in 1999 increased by 38% to
$62.5 million, or $1.22 per share, compared to $45.4 million, or $0.85 per share, in 1998 and $35.2 million, or
$0.69 per share, in 1997.

Our continued growth was due primarily to the strong performance of Tiazac® in both the United States
and Canada as well as the launch of Verelan in the second quarter and Cardizem CD in December. Crystaal
launched four products in 1999, including Brexidol, Retavase, Celexa and Cardiac STATus. Research and
development revenues increased significantly, reflecting the continuing development of branded products on
behalf of Intelligent Polymers and a record level of development activity at CRD for third-party clients.

For the year ended December 31, 1999, sales of our principal product, Tiazac®, accounted for 44% of our
total revenues. Sales of Tiazac® pursuant to agreements with Forest accounted for approximately 42% of our
total revenues. Research and development services rendered to Intelligent Polymers accounted for 19%, 9% and
12% of revenue for 1999, 1998 and 1997, respectively.

Revenue

Product sales in 1999 were $99.5 million compared with $69.2 million and $50.3 million in 1998 and 1997,
respectively. The 44% growth in 1999 is attributable to increased sales of Tiazac® to Forest for distribution in the
United States, the launch of Verelan in the second quarter and Cardizem CD in December and the launch of
four products in Canada (Retavase, Brexidol, Celexa and Cardiac STATus). The increase in product sales in 1998
was due to increased sales of Tiazac® in Europe, to Forest for distribution in the United States and sales of other
products to Teva.

Research and development revenues from third-party customers in 1999 were $52.3 million, compared to
$32.1 million and $19.6 million in 1998 and 1997, respectively. The increase in 1999 relates to higher third-party
revenues and increased product development activities undertaken for Intelligent Polymers, Lundbeck and
Forest. Growth in these revenues in 1998 related to activities undertaken for Intelligent Polymers, Teva and
Lundbeck.

Net royalty and licensing revenue was $24.7 million in 1999, compared to $11.6 million and $12.5 million in
1998 and 1997, respectively. The growth in 1999 was primarily attributable to a payment from Mylan in return
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for giving up our exclusivity rights for a generic version of Verelan, a licensing fee from Stada Arzneimittel AG
(“Stada”) in return for exclusive marketing rights to Viazem in certain European countries and certain other
product licensing agreements. Royalty and licensing revenues for 1998 reflected increased royalties on the sale
of Tiazac® to Forest, but declined due to the amortization expense on the elimination of this royalty obligation
and reduced royalty revenues on Oruvail sales in the United States, where a competing generic product was
introduced.

Cost of Goods Sold and Gross Margins

The cost of goods sold as a percentage of product sales was 35% in 1999, compared to 41% in 1998 and
33% in 1997. The Company’s gross margins are impacted by product sales, price, product mix and
manufacturing volumes.

The improvement in 1999 margins over 1998 is due in part to higher trade sales of Tiazac® to Forest. Since
trade supplies are sold at a higher price than samples and also have a lower cost due to lower packaging and
labor costs, 1999 margins were favorably impacted. The launch of Cardizem CD and Verelan, which generate
higher margins than Tiazac®, had a positive impact on overall margins.

Margins in 1998 were lower than those in 1997 due to the declining proportionate sale of Tiazac® in our
overall product mix as well as a one-time contractual price reduction to Forest of approximately 25%.

Research and Development

Research and development expenses for 1999 were $33.1 million (19% of total revenues), compared to
$17.5 million (16% of total revenues) and $14.4 million (17% of total revenues) in 1998 and 1997, respectively.
The increase over 1998 related to increased work with respect to branded generic products being developed on
behalf of Intelligent Polymers, generic products under development, increased third-party activities at CRD and
research and development expenses since November 12, 1999 resulting from the Fuisz acquisition. Increased
spending in 1998 related to the increased level of activity for Intelligent Polymers, development of generic
products under agreement with Teva, and other activities for third party customers.

Selling, General and Administrative

Selling, general and administrative expenses increased to $29.6 million (17% of total revenues) in 1999,
compared to $17.5 million (15% of total revenues) and $13.8 million (17% of total revenues) in 1998 and 1997,
respectively. The increase in 1999 was due to the expansion of the sales force at Crystaal, higher advertising and
promotion expenditures associated with the launch of Retavase, Brexidol, Celexa and Cardiac STATus and
increased legal costs and the hiring of key management personnel. This 1998 increase was a result of the full
year’s impact of increased sales and marketing costs related to sale of Tiazac® in Canada and registration costs
associated with the introduction of Tiazac® in European markets.

Operating Income

Operating income, before unallocated selling, general and administrative expenses, was $87.5 million in
1999, compared to $55.1 million and $40.4 million in 1998 and 1997, respectively. Of this total, product sales
accounted for $46.3 million, compared to $30.8 million and $24.9 million in 1998 and 1997, respectively. The
increase in 1999 product sales related to increased sales of Tiazac® in the United States and the launch of
Verelan and Cardizem CD during the year. The 1998 increase resulted from increased sales of Tiazac® in the
United States and Europe and shipments to Teva. Research and development accounted for $16.9 million in
1999, compared to $13.0 million and $3.6 million in 1998 and 1997, respectively. The increase in 1999 reflects a
higher proportion of research and development operating income being earned from Intelligent Polymers and
third-party development activities. Increases in 1998 also resulted from these activities, together with improved
margins from CRD. Royalty and licensing activities generated operating income of $24.3 million, compared to
$11.3 million and $12.0 million in 1998 and 1997, respectively. Growth in 1999 was due to the previously
mentioned licensing fees received for various product and geographic opportunities while the decline in 1998
was largely due to amortization and reduced royalties from Oruvail sales in the United States. Operating income
after allocation of selling, general and administrative expenses for 1999 was $78.7 million, compared to
$49.3 million and $37.7 million in 1998 and 1997, respectively.
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Non-Operating Expenses

Non-operating expenses include the equity loss in Fuisz of $1.6 million for the period September 4, 1999 to
November 12, 1999. Fuisz has been consolidated with our results from November 12, 1999. Net interest expense
in 1999 was $9.2 million compared with $1.7 million and $0.4 million in 1998 and 1997, respectively. Net interest
expense in 1999 included interest on the $125 million aggregate principal amount of Senior Notes which were
offered in November 1998, less interest earned on the proceeds invested from the 1999 equity offering and the
sale of the European subsidiaries acquired through the acquisition of Fuisz. Net interest expense in 1998 was
largely interest expense on our operating line of credit, which was used prior to the offering of the Senior Notes.

Income Taxes

Income taxes in 1999, 1998 and 1997 of $4.2 million, $2.0 million and $1.9 million, respectively, related to
our foreign subsidiaries, in respect of which lower statutory tax rates apply than those in Canada. The benefit of
tax losses historically incurred by the Canadian operations has not been recognized for accounting purposes to
date.

Income Before Goodwill Amortization

Income before goodwill amortization in 1999 was $65.6 million, $45.6 million and $35.4 million, or $1.28,
$0.86 and $0.69 per share, for 1999, 1998 and 1997, respectively.

Net Income

Income in 1999, excluding a net gain on the disposal of long-term investments was $60.5 million or $1.18 per
share.

Net income including the investment gain was $62.5 million, or $1.22 per share, in 1999, compared with
$45.4 million, or $0.85 per share, in 1998 and $35.2 million, or $0.69 per share, in 1997. Earnings per share have
been calculated using the weighted average number of common shares outstanding during the year after giving
effect to the 2 for 1 share split in December 1999.

Net Income (Loss) According to U.S. GAAP

The net loss according to U.S. GAAP for 1999 was $110.0 million, compared with net income of $41.6
million and $32.8 million in 1998 and 1997, respectively. The loss in 1999 is due primarily to the write off of
$136.2 million of in-process research and development under U.S. GAAP related to the Fuisz acquisition, which
is capitalized and amortized over its useful life of fifteen years under Canadian GAAP. Additionally, $25 million
of acquired product rights is being written off in 1999. For the purpose of reporting under U.S. GAAP,
companies are required to write off the cost of intangibles that are purchased from others for research and
development projects that have no alternative future use at the time of acquisition. Under Canadian GAAP,
these costs have been capitalized. The loss per share in 1999 according to U.S. GAAP is $2.15, compared with
earnings per share of $0.78 and $0.64 for 1998 and 1997, respectively.

EBITDA

EBITDA, defined as earnings before interest, taxes, depreciation and amortization, was $86.0 million in
1999 compared with $54.1 million in 1998 and $40.7 million in 1997. The ratio of total debt to EBITDA for 1999
was 1.6:1 compared to 2.3:1 in 1998 and 0.1:1 in 1997.

Pro-forma Information

A pro-forma statement of operations for the year ended December 31, 1999 has been provided at page F-64
which gives effect to the acquisition of Fuisz, the repayment of certain Fuisz liabilities, the sale of certain Fuisz
operations prior to our acquisition of Fuisz, the issuance of the $300 million of Securities, the issuance of
2,000,000 common shares and the repayment of $125 million of the Senior Notes, all of which as if they had
occurred on January 1, 1999. This pro forma statement of operations does not give effect to the sale of the
Clonmel facility which is expected to close in early 2000 or to other operational changes that we have made or
plan to make relating to the integration of the Fuisz operations. The pro forma statement of operations includes
sales, expenses and net loss from the Clonmel facility of $17.2 million, $5.8 million and $1.3 million respectively
which will not be included in our results of operations in future years.

23



Liquidity and Capital Resources

At December 31, 1999, our cash position was $178.1 million, our cash plus short-term investments was
$244.0 million and our working capital was $266.1 million, representing a working capital ratio of 4.6:1. During
1999 we increased the amount of our cash through cash flow from operations ($81.0 million), the sale of
common shares ($253.7 million) and the cash acquired in the Fuisz acquisition ($38.2 million). Uses of cash
included the acquisition of shares of Fuisz common stock ($75.6 million), the purchase of outstanding Fuisz
Debentures ($74.5 million), the repurchase of our common shares in the open market ($30.6 million) and the
acquisition of product rights ($38.3 million).

Upon consummation of our offering of the Securities and the application of the proceeds as described
under “Use of Proceeds,” we will have total long-term indebtedness including the Securities (which are included
as debt under U.S. GAAP), of $301.7 million and total cash plus short-term investments of approximately $400.2
million. If our concurrent offering of common shares is consummated, we will have additional cash of
approximately $95.3 million and cash plus short-term investments of $495.5 million (assuming in each case that
we purchase all of our Senior Notes).

We believe that we have adequate capital resources and sources of financing to support our ongoing
operational and interest requirements and investment objectives. We believe that we would be able to raise
additional capital, if necessary, to support our objectives.

We intend to publicly report our financial results for all periods beginning on or after January 1, 2000 in
accordance with U.S. GAAP. Pursuant to U.S. GAAP, the Securities will be classified as long-term debt and not
as part of shareholders’ equity. In addition we expect our financial statements for the three months ending
March 31, 2000 to reflect a restructuring charge in connection with the integration of certain of our research and
development operations with Fuisz in an amount which we cannot determine at this time.

Recent Accounting Developments

i) The Financial Accounting Standards Board has issued Statement No. 133 “Accounting for Derivative
Instruments and Hedging Activities”, as amended by Statement No. 137 which is required to be adopted in
years beginning after June 15, 2000. We are determining the impact of the adoption of the new statement.

ii) The SEC issued Staff Accounting Bulletin No. 101 “Revenue Recognition in Financial Statements” in
December 1999, which summarizes certain views in applying generally accepted accounting principles to
revenue recognition in financial statements. The statements in the staff accounting bulletins represent
interpretations and practices followed by the Divisions of Corporate Finance and the Office of the Chief
Accountant in administering the disclosure requirements of the U.S. federal securities laws. The impact of
the application of this Staff Accounting Bulletin is currently being reviewed by us.

Forward-Looking Statements

To the extent any statements made in this prospectus contain information that is not historical, these
statements are essentially forward-looking. As such, they are subject to risks and uncertainties, including the
difficulty of predicting FDA and TPP approvals, acceptance and demand for new pharmaceutical products, the
impact of competitive products and pricing, new project development and launch, reliance on key strategic
alliances, availability of raw materials, the regulatory environment, fluctuations on operating results and other
risks detailed from time to time in our filings with the SEC and Canadian securities authorities.
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BUSINESS
Overview

We are an international, fully-integrated pharmaceutical company specializing in the development of drugs
utilizing advanced controlled-release, rapid dissolve, enhanced absorption and taste masking technologies. We
have proprietary technologies which we use to develop products which are either (1) generically equivalent to
existing once-daily branded products or (2) branded products that improve upon conventional multiple daily
dose immediate-release forms of existing products by providing the therapeutic benefits of controlled-release
drug delivery. As a fully-integrated company, we control all facets of the drug development process from
formulation development to clinical testing, manufacturing and obtaining regulatory approval. This integrated
approach results in operational synergies, flexibility and cost efficiencies. In Canada, we market our products
directly, while in the rest of the world we market our products through strategic licensing partners. We generate
our revenues from (1) developing and licensing oral controlled-release products using our proprietary drug
delivery technologies; (2) manufacturing such products for sale to licensees and wholesalers and from direct
marketing of proprietary and in-licensed products in Canada; and (3) providing pharmaceutical contract
research services to Intelligent Polymers and other third parties. We do not engage in basic research to discover
NCE:s. For the year ended December 31, 1999, we had revenues of $176.5 million, net income of $62.5 million
and earnings per share of $1.22. The three areas referred to in clauses (1), (2) and (3) above accounted for
14.0%, 56.4% and 29.6%, respectively, of our total revenues for the year.

In the past, we licensed our controlled-release products early in the development cycle to pharmaceutical
companies who developed, manufactured and sold our products in a number of international markets. Today, we
develop, manufacture, market and out-license our own products once they have reached an advanced state of
development. We have developed fifteen products to date that are currently sold under license in more than 55
countries. We manufacture four of these products, Tiazac® and generic versions of Trental, Cardizem CD and
Voltaren XR, for sale by our licensees in the United States and Europe. We also market a generic version of
Verelan through agreements with Mylan, pending final FDA approval of our product. In Canada, Tiazac® is sold
by Crystaal, our marketing division. Tiazac® is currently our principal product, representing approximately
43.8% of revenues for the year ended December 31, 1999.

Our pipeline products fall into two categories. The first category, representing near term opportunities,
covers generic controlled-release and rapid dissolve versions of fourteen major brand name drugs (one of which
has been tentatively approved), in particular, products indicated for the treatment of chronic disorders such as
cardiovascular and anti-arthritic conditions, and for pain management. The second category, representing mid-
to long-term opportunities, are branded controlled-release once-daily versions of four existing multi-dose
products and one once-daily immediate-release product (citalopram) indicated for the treatment of chronic
disorders such as depression, anxiety, smoking cessation, pain management and diabetes.
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The following table lists our branded drugs and our generic versions of branded drugs of others, each of
which we currently license to others or market or are developing:

Generic
Branded Versions of
Tiazac® Sirdalud CR
Oruvail Gastro-Timelets Cardizem CD
Norpace Novagent Trental
Marketed Products Theo-24 Beta-Timelets Verelan(1)
Isoket Retard Tiamon Mono Voltaren XR
Elantan Long Regenon Retard

Approved by FDA:
Adalat CC(3)

Under Development: Filed with FDA-

Supropie Vet
Pipeline Products p . Procardia XL(4)
Metformin .
Dilacor XR
Tramadol
Citalopram Under Development:
Controlled Release:
four products
Rapid Dissolve:
six products

(1) We are marketing Mylan’s version of this product pending final regulatory approval of our product. See
“—@Generic Product Pipeline—Generic Version of Verelan.”

(2) We recently initiated Phase III clinical trials for our controlled-release formulation of buspirone.

(3) We have received tentative approval from the FDA for this product. See “—Generic Product Pipeline—
Generic Version of Adalat CC.”

(4) We acquired this product from Intelligent Polymers in December 1999.

Three of the fourteen generic versions of branded controlled-release and rapid dissolve drugs in our
pipeline have been submitted and are awaiting regulatory approval in the United States from the FDA. These
three products include generic formulations of Verelan, Procardia XL and Dilacor XR, all of which are calcium
channel blockers used for the treatment of hypertension and/or angina. We have received tentative approval for
a generic version of Adalat CC. Historically, the FDA reviews and approves these generic products in an average
twenty-four month timeframe, unless the generic filer is subject to patent infringement litigation by the
innovator, in which case the FDA is precluded from approving the product until the earlier of thirty months or
settlement of the patent infringement litigation. These four generic pipeline products (including Adalat CC) had
aggregate U.S. sales of approximately $1.1 billion (including generics) for the twelve months ended
September 30, 1999. Once approved, these products will be marketed in the United States by Teva. In addition,
we market a generic version of Verelan through our licensee Teva as a result of our agreements with Mylan.
Pursuant to this agreement, Mylan will manufacture all of our requirements for Verelan until we receive product
approval from the FDA for our generic version of Verelan. See “—Generic Product Pipeline—Generic Version
of Verelan.”

In July 1997, we formed Intelligent Polymers primarily to develop once-daily controlled-release versions of
selected drugs which are currently marketed only in immediate-release form or in controlled-release form
requiring multiple daily dosing. The chemical patents and/or exclusivity periods for these drugs have or will have
expired upon the anticipated date of receipt of FDA marketing approval for the once-daily controlled-release
formulations to be developed. We are developing certain products pursuant to contractual arrangements with
Intelligent Polymers. We will have the right to manufacture and market such products, as licensee, under distinct
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brand names and not as generics. In a $75 million initial public offering in October 1997, 100% of the common
shares of Intelligent Polymers were sold to the public. We own 100% of the special shares of Intelligent
Polymers, which allows us, at any time prior to October 2002, to buy all, but not less than all, of Intelligent
Polymers’ common shares from the public holders with cash, our stock, or a combination of both. Intelligent
Polymers does not perform any research or other activities on its own behalf. We perform all such activities on
behalf of Intelligent Polymers under a development contract. See “—Branded Product Pipeline—Development
Contract.”

In December 1998, we entered into a multi-faceted ten-year agreement with Lundbeck for the development
of a novel controlled-release formulation of the anti-depressant citalopram, marketed under the trademark
Celexa in the United States. Under the agreement, we will develop, manufacture and supply a controlled-release
version of citalopram for commercial sale by Lundbeck or its licensees worldwide. In exchange, Lundbeck will
pay us product development fees and an agreed upon supply price upon commercialization of the controlled-
release citalopram product.

Our marketing division, Crystaal, performs sales and marketing activities in Canada for our products as well
as for products licensed from third parties. Crystaal is dedicated to providing high quality, cost effective branded
pharmaceuticals to Canadian health care professionals and their patients. Crystaal’s product portfolio strategy is
to focus on drugs for the primary care market, therapies for the acute care market and drugs for the treatment of
central nervous system and neurological disorders. All three areas represent rapidly growing market segments.
We believe our strategy of acquiring exclusive licenses from third parties to sell branded drug products,
combined with our portfolio of existing and future controlled-release branded products, provides Crystaal with
an opportunity to become a significant marketing presence in the Canadian market.

We also have a full-service CRD which provides clinical research and laboratory testing services for our
product development projects and for third-party international and domestic pharmaceutical companies. The
CRD includes a full-service bioanalytical laboratory which performs specialized bioanalytical and quality control
testing and method development as well as other laboratory services. The CRD can also provide support services
to its clients in the area of quality control. The CRD operates in a facility that includes a fully equipped
bioanalytical laboratory, a department of biopharmaceutics and statistical analysis and a live-in 200-bed study
clinic.

We intend to selectively pursue strategic investments and alliances with small to medium-sized
pharmaceutical companies that require additional capital to sustain specific NCE projects in the advanced stages
of development as well as to fund the completion of development of novel products utilizing advanced drug
delivery systems. In exchange for our investments, we expect to acquire various rights, options and licenses with
respect to the manufacturing and marketing of drugs and technologies derived from these projects.

Industry Overview

Controlled-release products are formulations which release bio-active drug compounds in the body
gradually and predictably over a 12 to 24 hour period and which therefore only need to be taken once or twice
daily. Controlled-release products typically provide numerous benefits over immediate-release drugs, including
(1) greater effectiveness in the treatment of chronic conditions resulting from a more consistent delivery of
medication over time; (2) reduced side effects; (3) greater convenience (only taken once or twice a day); and
(4) higher levels of patient compliance due to a simplified dosing schedule. We believe that the total prescription
drug market in the United States was approximately $106 billion for the twelve months ended September 30,
1999, while the oral controlled-release segment of this market was approximately $7.9 billion for that period.

In general, pharmaceutical companies are under pressure to begin marketing a drug as soon as it is
developed in order to recoup significant research costs and to secure early entry into the market. In addition,
there are significant technical barriers associated with the development of controlled-release drugs. As a result,
pharmaceutical companies typically have not spent the time required to develop a controlled-release version of a
product while their immediate-release version is under patent, despite the therapeutic advantages of controlled-
release drugs versus their immediate-release counterparts.
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When a new drug product is developed, the innovator company typically applies for and is granted a
product patent which expires on the date which is 20 years from the first date a patent application was filed (or,
for patents in force on, or that result from a patent application filed before, June 8, 1995, the later of such date
and the date 17 years from the date a patent is issued). Because no other company can, without authorization,
make, use, sell, import or offer for sale a generic version of such original branded product until the chemical
patent on such drug product expires, the innovator has a monopoly during the patent period on marketing a
branded product. Once the chemical patent (and, if applicable, the exclusivity period) expires, other companies
may be able to market a generic version of that branded product if no other patents apply and regulatory
approval is obtained.

If the generic product is bioequivalent to the reference product, it can be substituted by pharmacists for the
reference branded product prescribed by physicians. Increasingly, pharmacists are substituting a branded
product with a generic because generic products are generally sold at a discount to the corresponding branded
product. Although discounted relative to branded products, controlled-release generic products have not
typically been subject to the deep price discounts of immediate-release generics. Generic substitution is
commonly required by MCOs, HMOs and other third-party payors.

Branded products that include the same chemical compound as the original branded products, but are not
generic versions of these brands, may also be approved by the FDA. This approval is on the basis of the more
extensive regulatory procedures applicable to branded products. Once such products are approved, they may be
marketed as distinct brands in competition for doctors’ prescriptions against other brand name products upon
expiration of the applicable chemical patent on the drug compound used in the original branded products,
assuming the product does not violate any other patent. We believe that there is a significant opportunity for the
marketing of products approved as branded once-daily controlled-release versions of products currently
available only in an immediate-release form (or in a controlled-release form requiring multiple daily dosing) and
whose patents or exclusivity period have or will have expired upon the anticipated date of receipt of FDA
marketing approval. Excluding Procardia XL (which we acquired from Intelligent Polymers in December 1999),
the products we are developing on behalf of Intelligent Polymers are of this sort.

There are approximately 60 oral controlled-release branded products that have been approved for sale in
the United States by the FDA. By the end of 2000, the patent and exclusivity periods will have expired on 95% of
these products. Because of the technological barriers associated with the development of controlled-release
drugs, there has not been the same proliferation of generic drugs in the controlled-release segment as in the
immediate-release segment of the industry.

When an application for a new branded drug formulation (as opposed to a generic) is approved by the FDA
(a NDA), it may be granted a three-year exclusivity period under the Waxman-Hatch Act, during which time it is
protected from generic competition. For example, Tiazac® was approved in September 1995 and its exclusivity
period expired in September 1998. One generic drug manufacturer has submitted an application for a generic
version of Tiazac® with the FDA through an ANDA. We have commenced a legal action for patent
infringement, which automatically bars the FDA from granting approval for an additional 30 months, subject to
earlier resolution of legal issues. Other than awaiting the expiration of the Tiazac® patent and exclusivity, the
only way a generic applicant can avoid triggering the 30-month moratorium is by not seeking approval as a
generic equivalent of Tiazac® through an ANDA, but by seeking approval as a branded drug by filing an NDA
under Section 505 (b)(1) of the Federal Food, Drug, and Cosmetic Act (the “FDC Act”), which is more
expensive and costly to prepare than an ANDA.

Under the FDC Act, the first filer of a generic product is entitled to receive 180 days of market exclusivity.
Subsequent filers of generic products would be entitled to market their approved product six months after the
earlier of the first commercial marketing of the first filer’s generic product or a successful defense of a patent
infringement suit.

Technology

We have six proprietary drug delivery technologies which we use to develop controlled-release and rapid
dissolve products. These technologies enable us to develop both branded and generic pharmaceutical products.
Our formulations for these products are either patented or proprietary. Accordingly, other generic
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manufacturers may be inhibited from duplicating products because of our patented or proprietary rights or
because of the difficulty of duplicating our formulations.

Oral controlled-release technology permits the development of specialized oral drug delivery systems that
improve the absorption and utilization by the human body of a variety of pharmaceutical compounds. Release
patterns are characterized as zero order, which indicates constant release over time, or first order, which
indicates decreasing release over time. These systems offer a number of advantages, in particular, allowing the
patient to take only one or two doses a day. This, combined with enhanced therapeutic effectiveness, reduced
side effects, improved compliance and potential cost effectiveness, makes controlled-release drugs ideally suited
for the treatment of chronic conditions.

Our controlled-release technologies can provide a broad range of release profiles, taking into account the
physical and chemical characteristics of a drug product, the therapeutic use of the particular drug and the
optimal site for release of the basic drug in the gastrointestinal tract (the “GI tract”). The objective is to provide
a delivery system allowing for a single dose per 12 to 24 hour period, while assuring gradual and controlled-
release of the subject drug at a suitable location(s) in the GI tract.

Our rapid dissolve formulations contain the same basic chemical compound found in the original branded
products. The dry compounds are encapsulated in microspheres utilizing our CEFORM® technology. Our
Shearform® technology is used to produce matrices that are subsequently processed into amorphous fibers
which, when blended with the CEFORM® microspheres, are compressed into rapid dissolve formulations
including Flash Dose® tablets. The benefits of rapid dissolve formulations include the ease of administration for
the elderly, young children or people with disease states who may have difficulty swallowing tablets or capsules.

We use six proprietary drug delivery platforms, described below, involving matrix tablets or multiparticulate
beads in capsules. These platforms are capable of delivering a wide variety of drug compounds in controlled-
release and rapid dissolve oral dosage formulations.

Dimatrix

Dimatrix is a diffusion controlled matrix technology for water soluble drugs in the form of tablets. The drug
compound is uniformly dispersed in a polymer matrix. The mechanism of release involves the swelling of
polymers within the matrix, thus enabling the drug to be dissolved and released by diffusion through an unstirred
boundary layer. The release pattern is characterized as first order as the rate of drug diffusion out of the swollen
matrix is dependent upon the concentration gradient.

Macrocap

Macrocap consists of immediate-release beads made by extrusion/spheronization/pelletization techniques
or by layering powders or solutions on nonpareil seeds. Release modulating polymers are sprayed on the beads
using various coating techniques. The coated beads are filled in hard gelatin capsules. Drug release occurs by
diffusion associated with bioerosion or by osmosis via the surface membrane. The release mechanism can be pH
activated or pH independent. The beads can be formulated to produce first order or zero order release.

Consurf

Consurf is a zero order drug delivery system for hydrophilic and hydrophobic drugs in the form of matrix
tablets. The drug compound is uniformly dispersed in a matrix consisting of a unique blend of polymers. The
mechanism of release involves the concurrent swelling and erosion of the matrix such that a constant surface
matrix area is maintained during transit through the GI tract, resulting in zero order release.

Multipart

Multipart consists of a tablet carrier for the delivery of controlled-release beads which preserves the
integrity and release properties of the beads. The distribution of the beads is triggered by disintegration of the
tablet carrier in the stomach. Drug release from the beads can be pH activated or pH independent and can occur
by disintegration or osmosis. The beads can be formulated to produce first or zero order release.
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CEFORM®

CEFORM® is a microsphere technology used to produce uniformly sized and shaped microspheres of a
wide range of pharmaceutical compounds. The microspheres are nearly perfectly spherical in shape, typically
have a diameter of 150 - 180 microns, and allow for high drug content. CEFORM® microspheres are produced
using a continuous, single-step and solvent-free manufacturing process that can be used to formulate drugs that
are generally thermally unstable because of the very brief application of heat and the wide range of temperatures
which can be used in the manufacturing process. Depending on the desired release characteristics and oral
dosage format, CEFORM® microspheres can be formulated for controlled-release, enhanced absorption, and
taste masking.

Shearform®

Shearform® is used to produce matrices of saccharides, polysaccharides, or other carrier materials that are
subsequently processed into amorphous fibers or flakes and recrystallized to a predetermined level. This process
is used to produce rapid dissolve formulations, including Flash Dose®. Shearform® can also be applied to food
product ingredients to provide enhanced flavoring.

Licensed and Marketed Products

We have developed fifteen controlled-release drugs which are currently marketed through licensees and, in
the case of Tiazac®, directly in Canada through our marketing division Crystaal. Of these fifteen drugs, we
manufacture four, Tiazac® and generic formulations of Trental, Cardizem CD and Voltaren XR, under supply
agreements with our licensees. We also market one, Verelan, under agreements with Mylan pursuant to which
Mylan will manufacture all of our requirements for Verelan until our version of the product is approved. See
“—Generic Product Pipeline—Generic Version of Verelan.” The remaining drugs are manufactured by
licensees.

The following table sets forth the sixteen controlled-release products (including Verelan) that are currently
licensed and marketed. These formulations have been designed for once-daily dosing unless otherwise specified.
Except for Tiazac®, which is our registered trademark, the trade names for the pharmaceutical products
described below and elsewhere in this prospectus are the property of (and may be registered trademarks of) our
licensees and marketing partners or others.

Products Chemical Indication Principal Licensee

Manufactured by Biovail

Tiazac® Diltiazem hypertension/angina  Forest (U.S.), various
international licensees
Trental Pentoxifylline peripheral arterial Teva (U.S.)
(generic version) disease
Cardizem CD Diltiazem hypertension/angina  Teva (U.S.)
(generic version)
Voltaren XR Diclofenac osteoarthritis/ Teva (U.S.)
(generic version) rheumatoid
arthritis
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Products Chemical Indication Principal Licensee

Manufactured by Others

Oruvail Ketoprofen arthritis Wyeth-Ayerst Laboratories (U.S.)

Norpace(1) Disopyramide ventricular G.D. Searle (U.S.)
arrhythmias

Theo-24 Theophylline asthma and UCB Pharma (U.S.)
bronchitis

Isoket Retard Isosorbide Dinitrate angina Schwarz Pharma (Germany)

Elantan Long Isosorbide-5-Mononitrate angina Schwarz Pharma (Germany)

Sirdalud CR Tizanidine spasticity Novartis (Switzerland)
management

Gastro-Timelets Metoclopramide gastric reflux Temmler (Germany)

Novagent Ibuprofen arthritis Temmler (Germany)

Beta-Timelets Propanolol hypertension/angina ~ Temmler (Germany)

Tiamon Mono Dihydrocodeine pain management Temmler (Germany)

Regenon Retard Diethylpropion obesity therapy Temmler (Germany)

Verelan(2) Verapamil hypertension/angina  Teva (U.S.)

(generic version)

(1) Twice-daily dosing.

(2) Under agreement with Mylan, Mylan will manufacture all of our requirements for Verelan until approval of
our version of the product.

Tiazac®

Our principal product is currently Tiazac®, accounting for approximately 43.8% of our total revenues for
the year ended December 31, 1999. No other product individually accounted for 10% or more of our revenue
base during such period. During this period, all revenue related to Tiazac® was generated through our licensing
agreements with Forest and European licensees and sales made by Crystaal.

Tiazac® belongs to a class of drugs used in the treatment of hypertension and angina called calcium channel
blockers, which generated U.S. sales of $3.9 billion for the twelve months ended September 30, 1999. Within the
market for calcium channel blockers, diltiazem-related once-daily products accounted for approximately
$998 million of U.S. sales for the twelve months ended September 30, 1999, the largest portions of which are
represented by Cardizem CD ($729 million, including generics) and Dilacor XR ($115 million, including
generics). Tiazac® is another once-daily branded diltiazem product. Since we introduced Tiazac® in the United
States in February 1996, Tiazac®’s market share has increased as a percentage of total prescriptions in the U.S.
once-daily diltiazem market, to approximately 16% by the end of 1999. There can be no assurance that such
levels of growth can be sustained.

Tiazac® has several advantages over other formulations of diltiazem, including (1) a much smaller capsule
size; (2) a wider dosing range (approved for a maximum daily dose up to 540 mg); (3) lower pricing; and
(4) labeling which specifically permits physicians to switch patients to Tiazac® from Cardizem CD at the nearest
equivalent daily dose. An NDA for Tiazac® was approved by the FDA in September 1995 and by Health
Canada’s Therapeutic Products Program (“TPP”) in April 1997.

We licensed the right to market Tiazac® in the United States to Forest in September 1995 and the formal
product launch took place in February 1996. Our license agreement with Forest provides us with a royalty
payment of 8% of net sales for 16 years, commencing December 1995. In addition, under our 16-year supply
agreement with Forest, we act as the exclusive manufacturer of Tiazac® and receive contractually determined
manufacturing fees.

In Canada, Crystaal currently markets Tiazac® through its field force consisting of over 70 representatives,
under the direction of a marketing and sales management team located at our headquarters in Mississauga,
Ontario, Canada. Tiazac® has been accepted on the provincial drug formularies in each of the provinces of
Canada, thereby making it eligible for reimbursement by the provincial government health plan in all provinces.
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Tiazac® is marketed under the trade name Viazem XL and under other trademarks in Europe. It is licensed
to Stada in the United Kingdom and Ireland; Stada, Ratiopharm GmbH and Heumann GmbH in Germany;
Zambon B.V. in The Netherlands; A/S GEA Farmaceutisk Fabrik in Denmark, Sweden and Finland and Crinos
S.p.A. in Italy. We have also licensed the product to two companies in South America and a company in
Australia.

Pentoxifylline

A three times a day timed-release formulation of pentoxifylline, introduced in September 1994 by Hoechst
Marion Roussel, is marketed in the United States under the trade name Trental. Trental is used in the treatment
of patients with peripheral vascular disease. U.S. sales of Trental and generic formulations of pentoxifylline were
approximately $93 million in the twelve months ended September 30, 1999. Competitors’ generic versions of
Trental were launched in August 1997. We received approval of our generic version of Trental in July 1998 and
market this product in the United States through our licensee, Teva.

Diltiazem

A three to four times daily immediate-release formulation of diltiazem, introduced in November 1982 by
Hoechst Marion Roussel, is marketed in the United States under the brand name Cardizem. Hoechst Marion
Roussel introduced a controlled-release once daily version in August 1992 under the brand name Cardizem CD.
U.S. sales of Cardizem CD were approximately $729 million (including generics) for the twelve months ended
September 30, 1999. We received approval of our generic version of Cardizem CD in December 1999 and we
market this product in the United States through our licensee, Teva. Tiazac®, although a once-daily diltiazem
formulation, is not a generic for Cardizem CD because it has a different release profile and is marketed as a
branded version of diltiazem, not as a generic for Cardizem CD. As a result, we believe that our introduction of
a generic for Cardizem CD will not significantly impact Tiazac® sales, but will instead erode sales of branded
Cardizem CD.

Diclofenac

A two to three times daily delayed-release enteric coated formulation of diclofenac, introduced in July 1988
by Ciba-Geigy Corporation, is marketed in the United States under the brand name Voltaren. Ciba-Geigy
Corporation received approval from the FDA for a controlled-release version and began marketing this product
in April 1996 under the brand name Voltaren XR. U.S. sales of Voltaren XR were approximately $98 million for
the twelve months ending September 30, 1999. Today the marketer of Voltaren XR is Novartis Pharmaceuticals
Corporation as a result of the Ciba-Geigy Corporation/Sandoz Pharmaceuticals Corporation merger. We
received approval for our generic version of Voltaren XR in February 2000 and market this product in the
United States through our licensee, Teva.

Other Branded Products

In addition to Tiazac®, we have formulated eleven other branded oral controlled-release products. We have
licensed these products to marketing partners and receive royalties of approximately 3% of the licensee’s net
sales of such products. This royalty rate reflects the fact that these drugs were licensed before clinical trials had
been completed and, as a result, significant development risks were shared by the licensees.

The most significant product in this group is Oruvail, a controlled-release formulation of ketoprofen used in
the treatment of rheumatoid arthritis and osteoarthritis, chronic conditions that we believe affect an estimated
38 million people in the United States alone. Oruvail is the world’s first once-daily pH-dependent nonsteroidal
anti-inflammatory drug. Oruvalil is internationally established as an effective anti-arthritic treatment and is
currently marketed by our licensees, Wyeth-Ayerst Laboratories in the United States and Rhone-Poulenc Rorer
in other countries. In the United States, sales of Oruvail (including generics) were approximately $64.4 million
for the twelve months ended September 30, 1999. Biovail’s Oruvail, sold by Wyeth-Ayerst Laboratories,
accounted for 61% or $39.6 million of the total amount of Oruvail (including generics) sold in the United States
during that period.
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Generic Product Pipeline

We have a pipeline of fourteen generic versions of branded controlled-release and rapid dissolve products,
including Procardia XL, which we acquired from Intelligent Polymers in December 1999. We have filed ANDAs
for four of our generic products with the FDA, one of which (Adalat CC) has received tentative approval.
Collectively, the branded versions of these four products generated approximately $1.1 billion in U.S. sales in the
twelve months ended September 30, 1999.

The eight controlled-release drugs in our generic product pipeline are used primarily in the treatment of
chronic conditions in the cardiovascular and bone and joint disease areas and for pain management, conditions
for which controlled-release formulations provide significant clinical and economic benefits.

We expect to price our generic products at a discount to branded products. However, because of the
technological barriers associated with developing controlled-release products, we do not expect our generic
products to experience as much price erosion as immediate-release generic products, which are easier to
duplicate.

The following chart presents information for the twelve months ended September 30, 1999 with respect to
the branded versions of the four ANDAs that we have filed with the FDA.

Total U.S.
Currently Marketed Brand Name Filing Date Indication Product Sales
(in millions)
Verelan(1) 1997 angina, hypertension $ 91(2)
Procardia XL(3) 1998 angina, hypertension 539
Adalat CC(4) 1998 hypertension 372
Dilacor XR 1998 angina, hypertension 115(2)

(1) We are marketing this product under agreement with Mylan. See “—Generic Version of Verelan.”
(2) Includes generic versions.

(3) We acquired this product from Intelligent Polymers in December 1999.
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(4) We have received tentative approval from the FDA for this product. See “—Generic Version of

Adalat CC.”

Generic Version of Verelan

A three to four times daily immediate-release formulation of verapamil, originally introduced in
March 1982 by Knoll Pharmaceuticals, is marketed in the United States. Lederle Laboratories received approval
for a controlled-release version in May 1990 and markets the product under the brand name Verelan. U.S. sales
of Verelan were approximately $91 million (including generics) for the twelve months ended September 30,
1999.

We filed an ANDA for the generic version of Verelan in the second quarter of 1997. In March 1999, we
entered into agreements with Mylan for the marketing of all dosages of a generic version of Verelan using our
ANDA first filer status and Mylan’s product approval, which was granted on April 22, 1999. Mylan will
manufacture all of our requirements for Verelan until our product approval. We market this product through
our licensee, Teva, and Mylan independently markets and prices this product on its own behalf.

Generic Version of Procardia XL

A three to four times daily immediate-release formulation of nifedipine, introduced in January 1982 by
Pfizer, is marketed in the United States under the brand name Procardia. Pfizer introduced a controlled-release
version in September 1989 under the brand name Procardia XL. U.S. sales of Procardia XL were approximately
$539 million for the twelve months ended September 30, 1999.

We developed our generic version of Procardia XL on behalf of Intelligent Polymers that includes multiple
strengths and filed an ANDA in the first quarter of 1998. Prior to such filing, Mylan filed an ANDA for the
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30 mg. strength only. In December 1999, we exercised an option to acquire this product from Intelligent
Polymers by paying $25.0 million.

Generic Version of Adalat CC

A three to four times daily immediate-release formulation of nifedipine, introduced in January 1985 by
Bayer, is marketed in the United States under the brand name Adalat. Bayer received approval from the FDA
for a controlled-release version in April 1993 and markets the product under the brand name Adalat CC. U.S.
sales of Adalat CC were approximately $372 million for the twelve months ended September 30, 1999.

We received tentative approval from the FDA in June 1999 for our 30 mg. and 60 mg. generic versions of
Adalat CC. Tentative approval means that the scientific aspects of the product have been approved by the FDA.
We were the first company to file an ANDA for the 60 mg. strength of Adalat CC and will therefore be entitled
to 180 days of marketing exclusivity. Elan Corporation plc was the first to file an ANDA for the 30 mg. strength.
We have entered into an agreement with Elan giving us exclusive marketing rights for the United States for
Elan’s generic versions of Adalat CC in return for certain upfront payments and future royalties. We will thus be
able to launch a 30 mg. Adalat CC product, which we intend to do through Teva, six months earlier than
previously scheduled.

Generic Version of Dilacor XR

A once daily controlled-release formulation of diltiazem, introduced in June 1992 by Rhone-Poulenc
Rorer, Inc., is marketed in the U.S. by Watson Pharmaceuticals, Inc. under the brand name Dilacor XR. U.S.
sales of Dilacor XR were approximately $115 million (including generics) for the twelve months ended
September 30, 1999.

We filed an ANDA for the generic version of Dilacor XR in the third quarter of 1998.

Branded Product Pipeline

In July 1997, we formed Intelligent Polymers primarily to develop once-daily controlled-release branded
versions of selected drugs whose chemical patents and/or exclusivity periods have or are about to expire and
which are currently marketed (1) only in immediate-release form or (2) in controlled-release form requiring
multiple daily dosing. We expect that such products will be marketed under distinct brand names. In an initial
public offering in October 1997, 100% of the common shares of Intelligent Polymers were sold to the public. At
any time prior to October 2002, as the holder of a class of special shares of Intelligent Polymers, we have the
right to buy from the public holders all, but not less than all, of Intelligent Polymers’ common shares with cash,
our stock or a combination of both. Intelligent Polymers does not perform any research or other activities on its
own behalf, but rather contracts with us to perform all such activities pursuant to the terms of the Development
Contract (as defined below).

In December 1998, we entered into a multi-faceted ten-year agreement with Lundbeck for the development
of a novel controlled-release formulation of the anti-depressant citalopram, marketed under the trademark
Celexa in the United States. Under the agreement, we will develop, manufacture and supply a controlled-release
version of citalopram for commercial sale by Lundbeck or its licensees worldwide. In exchange, Lundbeck will
pay us product development fees and an agreed upon supply price upon commercialization of the controlled-
release citalopram product.
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We are working to develop once-daily controlled-release branded versions of the following compounds
which had aggregate U.S. sales of approximately $2.9 billion for the twelve months ended September 30, 1999.

Currently Marketed Total U.S.
Compound Brand Name U.S. Marketer Indication Product Sales
(in millions)
Bupropion Wellbutrin/Zyban Glaxo Wellcome depression, smoking cessation $700
Buspirone Buspar Bristol-Myers Squibb  anxiety, depression 512
Metformin Glucophage Bristol-Myers Squibb  diabetes 978
Tramadol Ultram Johnson & Johnson  chronic pain 434
Citalopram Celexa Forest depression 239(1)

(1) Product sales from October 1998 (when the product was launched in the United States) to September 30,
1999.

Bupropion

A four times daily immediate-release formulation of bupropion, introduced in July 1989 by Glaxo is
marketed in the United States under the brand name Wellbutrin. In addition, a twice-daily controlled-release
formulation of bupropion, introduced in November 1996 by Glaxo, is marketed in the U.S. under the brand
name Zyban for use as an aid in smoking cessation. U.S. sales of Wellbutrin/Zyban were approximately
$700 million for the twelve months ended September 30, 1999.

Indication: Bupropion is indicated for the symptomatic relief of depressive illness. Major depression is
frequently encountered by patients of primary care physicians. Depression may occur in neurosis as well as in
mood disorders and is a manifestation of major psychiatric illness. Bupropion is also indicated in the United
States for use as an aid in smoking cessation.

Clinical Efficacy: Bupropion has been proved to be effective in the treatment of depression. An open,
uncontrolled study of 3,167 patients at 105 sites showed that functional status improved in patients treated with
Wellbutrin SR for up to 56 days. This improvement was highly correlated with improvement in clinical
symptoms.

Bupropion can also be used in conjunction with other anti-depressant drugs. When combined with another
class of anti-depressants, specified neurotransmitter modulators (“SNMs”), in 27 patients, greater symptomatic
improvement was found in 19 (70%) of those 27 subjects during a combined daily use of bupropion with an SNM
(Prozac-equivalent) than with either drug alone.

Intelligent Polymers’ once-daily controlled-release formulation of bupropion seeks to significantly improve
upon the existing sustained release formulation by providing sustained plasma levels with better control of
symptoms and improved compliance with convenient once-a-day dosing. Clinically, it is important that symptoms
in the depressed patient be adequately controlled as compliance is a major concern in these patients.

In a study with children with attention deficit disorder with hyperactivity (“ADDH”), the results indicated
that bupropion may also be a useful addition to available treatments for ADDH.

In addition, bupropion has been demonstrated to be an effective aid in smoking cessation. In a placebo-
controlled trial comparing transdermal nicotine, and sustained-release bupropion, and a combination of both
transdermal nicotine and sustained-release bupropion in 893 patients for nine weeks, smoking cessation rates
were 20% with placebo, 32% with nicotine alone, 46% with bupropion alone and 51% with both transdermal
nicotine and bupropion.

Market Size: The largest segment in the anti-depressant market is represented by SNMs (with which
Bupropion is used in combination or with which it competes) which had U.S. sales of approximately $5.9 billion
for the twelve months ended September 30, 1999. The anti-depressant market consists of four major drug
categories: tricyclic anti-depressants, monoamine oxidase inhibitors, anti-mania drugs and SNMs. Major
marketed brands include Tofranil (imipramine), Prozac (fluoxetine), Paxil (paroxetine), Luvox (fluoxamine) and
Zoloft (sertaline). The smoking cessation market reached $396 million for the twelve months ended
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September 30, 1999. Major marketed brands of smoking cessation products include nicotine products such as
Nicoderm, Habitrol, Nicorette, Nicotrol and Prostep.

Buspirone

A three times daily immediate-release formulation of buspirone, introduced in October 1986 by Bristol-
Myers Squibb Company, is marketed in the United States under the brand name Buspar. U.S. sales of Buspar
were approximately $512 million for the twelve months ended September 30, 1999. We recently initiated
Phase III clinical trials for our controlled-release formulation of buspirone.

Indication: Buspirone is indicated for the short-term symptomatic relief of excessive anxiety in patients
with generalized anxiety disorder (“GAD”), which is also known as anxiety neurosis. GAD is a neurotic disorder
characterized by chronic unrealistic anxiety often punctuated by acute attacks of anxiety or panic. Anxiety is a
symptom of almost all psychiatric disorders and is encountered in day-to-day practice by both the general
practitioner and the psychiatrist.

Clinical Efficacy: Controlled studies suggest that buspirone is effective in treating GAD and that, unlike
other anti-anxiety drugs, tolerance to the therapeutic effect of buspirone does not develop. In one study
involving 121 patients, buspirone was found to be effective in improving both anxiety and depressive symptoms
in GAD patients. Another study showed that buspirone was more effective and had fewer side effects than
lorazepam, a competing drug, and that, unlike patients treated with lorazepam, those treated with buspirone did
not exhibit rebound anxiety. Given its effectiveness in treating symptoms of depression associated with GAD,
buspirone is also an effective and well tolerated drug for the treatment of depressive disorders.

Market Size: The anti-anxiety market had approximately $1.2 billion in U.S. sales for the twelve months
ended September 30, 1999, of which buspirone was the market leader. Due to its efficacy in treating depressive
symptoms in GAD patients, Buspirone also indirectly competes in the market for antidepressant drugs,
including the market for SSRIs and SNRIs, which represented U.S. sales of approximately $5.9 billion for the
twelve months ended September 30, 1999. Major anti-anxiety brands other than Buspar include Xanax
(alprazolam), Librium (chlordiazepoxide), Valium (diazepam), Ativan (lorazepam), Serax (oxazepam) and
Atarax (hydroxyzine).

Metformin

A two to three times daily immediate-release formulation of metformin, introduced in April 1995 by
Bristol-Myers Squibb Company, is marketed in the United States under the brand name Glucophage. U.S. sales
of Glucophage were approximately $978 million for the twelve months ended September 30, 1999.

Indication: Metformin is indicated for the treatment of diabetes mellitus which cannot be controlled by
proper dietary management, exercise and weight reduction or when insulin therapy is not appropriate. Diabetes
is a common disorder in which there are inappropriately elevated blood glucose levels and a variety of end organ
complications leading to impaired kidney function and accelerated atherosclerosis.

Clinical Efficacy: ~Clinical advantages of metformin include achieving control of elevated blood sugar levels
without exacerbating weight gain, which is a common side effect of other anti-diabetic treatments. Metformin
differs from the sulfonylureas in that it does not elevate insulin secretion and does not produce abnormally low
blood sugar levels.

In controlled trials, metformin has shown efficacy in lowering elevated blood sugar levels in the treatment
of diabetes mellitus. In one such study of 289 obese patients with non-insulin dependent diabetes, poorly
controlled with diet, the patients were given metformin or a placebo. Blood sugar levels were on average 29%
lower in patients receiving metformin than in patients receiving a placebo. Furthermore, total cholesterol, LDL,
and triglyceride concentrations decreased in patients receiving metformin, but did not change in patients
receiving a placebo.
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Market Size: The oral anti-diabetic market represented approximately $2.4 billion in U.S. sales for the
twelve months ended September 30, 1999. Major anti-diabetic products other than Glucophage include
Glucotrol XL (glipizide) and Glynase (glyburide).

Tramadol

A three to four times daily immediate-release formulation of tramadol, introduced in March 1995 by
Johnson and Johnson, is marketed in the United States under the brand name Ultram. U.S. sales of Ultram were
approximately $434 million for the twelve months ended September 30, 1999.

Indication: Tramadol is indicated for the treatment of a variety of pain syndromes, including management
of moderate to moderately severe chronic pain associated with cancer and other terminal illnesses. Pain is a
common symptom of many diseases and is generally seen in everyday clinical practice.

Clinical Efficacy: Tramadol is one of a number of narcotic (opioid) analgesics, which are among the most
effective and valuable medications for the treatment of chronic pain. Tramadol’s minimal propensity to induce
typical opioid adverse effects is an advantage over other morphine-like agents. For example, relative to
Morphine, tramadol causes less dependence and less respiratory depression. Tramadol also appears to be a
promising drug for post-operative pain relief.

In an article published in the American Journal of Medicine, the author concluded that, based on clinical
experience, tramadol appears to have a low potential for abuse or addiction. Results from U.S. and European
studies indicated that tramadol is an effective analgesic that may have a particularly important role in the
management of chronic pain. Tramadol has been prescribed for almost two decades in Europe.

Two long-term safety studies conducted on patients with chronic, nonmalignant pain demonstrated the
efficacy of tramadol in a variety of pain conditions.

Intelligent Polymers’ once-daily controlled-release formulation of Tramadol seeks to provide sustained pain
control, as compared to the immediate-release form. This would be especially useful to cancer or terminally ill
patients who need analgesics as a 24-hour treatment.

Market Size: The combined market for narcotic and non-narcotic analgesics had U.S. sales of $2.3 billion
for the twelve months ended September 30, 1999. The market for drugs for the relief of chronic pain consists of
two major categories, narcotic and non-narcotic drugs.

Citalopram

An immediate-release formulation of the anti-depressant citalopram was launched in the United States in
October 1998 and is marketed under the trademark Celexa in the United States by Forest. U.S. sales of Celexa
were approximately $239 million for the eleven months ended September 30, 1999.

Indication: Citalopram is indicated for the treatment of depression, which is frequently encountered by
patients of primary care physicians. Depression may occur in neurosis as well as in mood disorders and is a
manifestation of major psychiatric illness.

Clinical Efficacy: Citalopram has been proved to be effective in the treatment of depression. Citalopram
belongs to a class of drugs known as SSRIs. Clinical studies have shown that compared to many other SSRIs,
citalopram has an improved side effect profile and a lower incidence of drug interactions when taken
concurrently with other medications.

Market Size: Sales for the drug treatment of depression in the United States were $7.2 billion for the
twelve months ended September 30, 1999. Citalopram sales accounted for 3.3% of this market. Citalopram is
marketed under the names Cipramil and Seropram outside of the United States.

Development Contract

We have entered into a development and license agreement with Intelligent Polymers (the “Development
Contract”) under which we have agreed to use diligent efforts to conduct toxicity, formulation development and
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clinical studies for, and pursue U.S. regulatory approval of, the branded products described above (other than
citalopram). We consider the pricing structure of the Development Contract to be consistent with contractual
relationships we have with other third parties and with industry standards.

Payments to us under the Development Contract are in an amount equal to the full amount of all
development costs incurred by us in performing these activities plus a mark-up. Payments under the
Development Contract will be limited to the maximum amount of funds available to Intelligent Polymers (which
includes any licensing or marketing income earned by Intelligent Polymers and the $25.0 million received from
the exercise of our option to purchase the generic version of Procardia XL). These payments will be reduced by
working capital of $1.0 million to be retained by Intelligent Polymers and a reserve of $1.5 million for possible
litigation relating to the generic version of Procardia XL (including any portion of the litigation reserve
remaining after FDA approval of such product). All funds required to fund the development of these products
were raised in the $75.0 million initial public offering of Intelligent Polymers’ common shares in October 1997.

We will own all rights to the products which we develop for Intelligent Polymers pursuant to the
Development Contract. We will cause to be filed any patent applications with respect to the products that we
reasonably believe to be patentable and technically significant. Although our patents, pending patent
applications, and any patents obtained in the future covering such products developed on behalf of Intelligent
Polymers may be of importance to future operations, there can be no assurance that any additional patents will
be issued or that any patents, now or hereafter issued, will be of commercial benefit. Furthermore, although we
will own any patents granted, these patents will be subject to Intelligent Polymers’ license (the “License”) to
manufacture or obtain manufacturing for (subject to our exclusive manufacturing period, right of first refusal
and right of approval), sell and otherwise market and sublicense others to market throughout the world (other
than in Canada) all products developed by us on behalf of Intelligent Polymers. The License will also apply to
products developed under other arrangements if we fail to reach agreement as to any necessary additional
funding.

Purchase Option

As the holder of all of the issued and outstanding special shares, par value $1.00 per share, of Intelligent
Polymers, we have the right to purchase until September 30, 2002 all, but not less than all, of the common shares
of Intelligent Polymers outstanding at the time our right is exercised (the “Purchase Option™). If the Purchase
Option is exercised, the purchase price in the aggregate would be as follows:

Purc]il);pseecggtion
If the Intelligent Polymers Common Shares are acquired pursuant to the Purchase Option: Exercise Price Price Per Share
(in millions)
Before October 1, 2000. . . . . ... .. e $146.0 $39.06
On or after October 1, 2000 and on or before September 30, 2001 ........ 182.5 48.83
On or after October 1, 2001 and on or before September 30, 2002 . ....... 228.1 61.04

Subject to obtaining any necessary regulatory approvals, the Purchase Option exercise price may be paid in
cash or in our common shares, or any combination of cash and our common shares, in our sole discretion. Our
common shares will be valued based upon the average of the closing prices for our common shares on the NYSE
for the five trading days immediately preceding the date of the exercise notice.

Services Agreement

We have also entered into a services agreement (the “Services Agreement”) with Intelligent Polymers
pursuant to which we have agreed to provide management and administrative services to Intelligent Polymers
for a quarterly fee of $100,000. The Services Agreement terminates one year after termination of the Purchase
Option. In addition, Intelligent Polymers may terminate the Services Agreement at any time upon 90 days’
notice. Either we or Intelligent Polymers may terminate the Services Agreement in the event that the other party
(1) breaches any material obligation thereunder or under the Development Contract, which breach continues
for 60 days after notice thereof, or (2) enters into any liquidation or bankruptcy proceedings.
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Operations
Research and Development

Our staff of scientists has expertise in all aspects of the drug development process, from pre-formulation
studies and formulation development to scale-up and manufacturing. We have successfully developed
appropriate delivery systems for pharmaceutical compounds exhibiting a wide range of solubility and
hydrophobicity characteristics.

Currently, our primary research and development (and administrative) facilities are located in Mississauga,
Ontario, Canada. We are in the process of centralizing all of our research and development activities in our
recently acquired Chantilly, Virginia facilities.

Manufacturing and Facilities

We currently operate two modern, fully-integrated pharmaceutical manufacturing facilities located in
Steinbach, Manitoba, Canada and Carolina, Puerto Rico, respectively. Both facilities meet FDA-mandated good
manufacturing practices and are inspected on a regular basis by U.S., Canadian and other regulatory bodies and
our own auditing team to ensure compliance on an ongoing basis with such standards. Both manufacturing
facilities are currently producing Tiazac® for distribution in the United States and Canada, and the Manitoba
facility is producing our generic version of Trental for distribution in the United States. Our generic version of
Cardizem CD is being produced in our Carolina, Puerto Rico facility and encapsulated in Steinbach, Manitoba.
In addition, through the recent acquisition of Fuisz, we acquired research and manufacturing facilities in
Chantilly, Virginia. The addition of the Chantilly, Virginia facilities provides us with a base for increased U.S.
expansion opportunities.

We have also entered into an agreement for the acquisition of a 120,000 square foot manufacturing facility
on 19 acres of land in Dorado, Puerto Rico. We are scheduled to take final possession of the Dorado facility in
January 2001. We will have access to the Dorado facility during 2000 to conduct some scale-up manufacturing
activities and to begin the process of transferring the manufacturing of some of our products currently
manufactured in our Manitoba facility to our Dorado facility.

Our 75,000 square foot plant in Steinbach, Manitoba was constructed in 1994. Its manufacturing processes
include (1) granulation and coating with solvents, bead extrusion and spheronization; (2) fluid bed drying and
tableting; (3) high speed encapsulation with 100% quality control weight checks and (4) high speed automatic
packaging lines.

The Carolina, Puerto Rico facilities total 34,000 square feet, including 23,000 square feet of manufacturing
capacity and 11,000 square feet of additional leased warehouse space. This plant is specially constructed for the
high volume production of controlled-release beads.

Contract Research Division

Our CRD provides us and other pharmaceutical companies with a broad range of clinical research services,
including pharmacokinetic studies and bioanalytical laboratory testing. The CRD can also provide support
services to its clients in the area of quality assurance.

Operating as an independent business unit with its own independent internal ethics review board, the CRD
is located in a 33,000 square foot stand-alone facility owned by us and an 11,000 square foot facility leased by us,
in each case located in Toronto, Ontario. These facilities include a fully equipped bioanalytical laboratory, a
department of biopharmaceutics and statistical analysis and a live-in 200-bed study clinic.

To date, the CRD has designed and conducted in excess of 1,700 Phase I bioavailability, bioequivalence and
drug interaction studies involving in excess of 180 pharmaceutical products. Therapeutic areas in which studies
have been completed include cardiovascular, cardiopulmonary, bone and joint disease, pain management,
infectious diseases, central nervous system, gastroenterology and endocrinology. In addition, the CRD is active
and experienced in the design and implementation of Phase 111 and Phase IV clinical trials from protocol design
and monitoring to completion of statistical reports.
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The CRD includes a full-service bioanalytical laboratory which performs specialized bioanalytical and
quality control testing and method development as well as other laboratory services for major regional and
multinational pharmaceutical concerns. The laboratory is subject to full compliance with applicable regulations
and standards required by United States, Canadian and certain other foreign regulatory bodies.

Marketing

Outside of Canada, we do not engage in direct marketing or sales of our products. Instead, we seek to enter
into strategic licensing agreements with various regional and multinational pharmaceutical companies for the
marketing and sale of our products in specified territories. While the specific terms of each license agreement
vary, the agreements in general require the licensee to (1) purchase the product from us, (2) pay us a royalty fee
based on a specific percentage of net sales and/or a share of the net profits from sales of the licensed products
and (3) in certain circumstances pay a license fee for access to our technologies.

Forest Laboratories

We licensed the right to market Tiazac® in the United States to Forest in September 1995 and the formal
product launch took place in February 1996. The license agreement with Forest provides for a royalty payment
of 8% of its net sales of Tiazac® for a period of 16 years, commencing December 1995. In addition, under a
16-year supply agreement which also commenced December 1995, we act as the exclusive manufacturer of
Tiazac® for Forest and receive contractually determined manufacturing fees.

Teva Pharmaceutical

In December 1997, we entered into an agreement with Teva for the development and marketing in the
United States of eight identified and four to-be-identified generic oral controlled-release products. See
“—Generic Product Pipeline.” Of the eight identified products, generic versions of Trental, Cardizem CD and
Voltaren XR have been approved by the FDA and ANDAs for four others have been filed with the FDA,
including Adalat CC, for which we received tentative approval in June 1999. We will manufacture the products
covered by this agreement and will share the profits, after deducting manufacturing costs and an allowance for
selling and distribution expenses incurred by Teva.

We bear all costs and expenses for the development and registration of the eight identified products. Under
the terms of the agreement, Teva was obligated to pay us an aggregate of $34.5 million, subject to certain
milestones. Of the $34.5 million, $23.5 million related to reimbursement of research and development fees and
$11.0 million related to the initial purchase of product, all of which have been earned and received.

International Marketing Alliances

Tiazac® is marketed under the trade name Viazem XL and under other trademarks in Europe. It is licensed
to Stada in the United Kingdom and Ireland; Stada, Ratiopharm GmbH and Heumann GmbH in Germany;
Zambon B.V. in The Netherlands; A/S GEA Farmaceutisk Fabrik in Denmark, Sweden and Finland and
Crinos S.p.A. in Italy. We have also licensed the product to two companies in South America and a company in
Australia.

In Canada, we have licensed exclusively the generic version of Cardizem CD to Novopharm Limited, and
have licensed the generic versions of Trental, Verelan, Adalat XL and Cardizem SR to Technilab Pharma Inc.

Crystaal

Crystaal, our Canadian marketing and sales division, performs sales and marketing activities for our
products as well as for products licensed from third parties worldwide. Crystaal is located at our headquarters in
Mississauga, Ontario, Canada. Crystaal is dedicated to providing high quality, cost effective branded
pharmaceuticals to Canadian health care professionals and their patients.

Crystaal has adopted a business strategy of acquiring licenses of third parties to sell branded drug products
through strategic joint ventures and partnerships. We believe that this strategy, combined with our portfolio of
existing and new controlled-release branded products, places Crystaal in an excellent position to become a
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significant marketing presence in the Canadian market. Crystaal is the largest independent supplier of branded
pharmaceutical products in Canada. Its competitors are other independent suppliers and divisions of large
multinational pharmaceutical companies.

Crystaal’s product portfolio strategy is to focus on drugs for the primary care market, therapies for the acute
care market and drugs for the treatment of central nervous system and neurological disorders. All three
therapeutic areas represent rapidly growing market segments, offering a multitude of opportunities for acquiring
third party licenses.

The following table reflects products currently in Crystaal’s portfolio and pipeline and the status of their
respective new drug submission (“NDS”) filings in Canada:

Product Indication Status
Retavase™ (reteplase recombinant) acute myocardial infarction Approved and marketed
Cardiac STATus™ diagnosis of myocardial infarction Approved and marketed
Brexidol (B-cyclodextrin complex) acute pain Approved and marketed
Celexa (citalopram) depression Approved and marketed
Tiazac® (diltiazem CR) hypertension, angina Approved and marketed
Monocor (bisoprolol fumarate) hypertension To be marketed in
Q2 2000

Attenade (d-methylphenidate) Attention Deficit-Hyperactivity NDS expected to be

Disorder (ADDH) filed in Q2 2000
Corlopam (fenoldopam) hypertension in hospitalized NDS filed

patients
Fibrostat™ treatment of scars following surgery NDS expected to be

and burns filed in late 2001
Ampligen® Chronic Fatigue Syndrome (CFS) NDS expected to be

filed in Q4 2000

Crystaal co-promotes the immediate-release version of Celexa in collaboration with Lundbeck Canada Inc.
Crystaal promotes Celexa to primary care physicians and will receive co-promotion fees for contributing to the
marketing of Celexa in Canada.

In Canada, Crystaal markets Tiazac® through its field force consisting of over 70 representatives. Tiazac®
has been accepted on the provincial drug formularies in each of the provinces of Canada, thereby making it
eligible for reimbursement by the provincial government health plan in all provinces.

Patents and Proprietary Rights

We have not routinely sought patents on our controlled-release technology because (1) a significant number
of our current products under development are generic drugs and, when another company files an ANDA which
competes with any ANDA filed for a Biovail generic product, patent protection would not afford any benefits
(which normally accrue to NDA holders) and (2) the filing of certain patents may provide potential competitors
with information relating to proprietary technology which may enable such competitors to exploit information
related to such technology which is not within the confines of the protection of the patent. Historically, we have
relied on trade secrets, know-how and other proprietary information. While certain of our licensors have sought
patents on controlled-release technology licensed to us, there can be no assurance that any patents will be issued
or, if issued, that the manufacture, use, sale, importation or offer for sale of such patented matter will not
infringe upon other patents or technology. Our ability to compete effectively with other companies will depend,
in part, upon our ability to maintain the proprietary nature of our technology and to avoid infringing patents of
others. To protect our rights in these areas, we require all licensors, licensees and significant employees to enter
into confidentiality agreements. There can be no assurance, however, that these agreements will provide
meaningful protection for our trade secrets, know-how or other proprietary information in the event of any
unauthorized use or disclosure of such trade secrets, know-how or other proprietary information.
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Competition

The pharmaceutical industry is highly competitive and subject to rapid and significant technological change.
Our products face competition from both conventional forms of drug delivery and from controlled-release drug
delivery systems developed, or under development, by other pharmaceutical concerns. Many of these
competitors have greater financial resources and marketing capabilities than we have. Our competitors are
numerous and include, among others, major pharmaceutical and chemical companies, including, without
limitation, some of the licensees (or potential licensees) of our products, specialized contract research and
research and development firms, universities and other research institutions. We believe that our controlled-
release technology, combined with our strategy of funding and controlling all or most aspects of our controlled-
release pharmaceutical business will provide the cost savings, efficiencies in product development and
acceleration of regulatory filings necessary for us to compete effectively with such firms and institutions. Our
competitors, however, may succeed in developing technologies and products that are as, or more, clinically or
cost-effective than any that are being developed or licensed by us or that would render our technologies and
products obsolete or uncompetitive. In addition, certain of our competitors have greater experience than us in
clinical testing and human clinical trials of pharmaceutical products and in obtaining FDA and other regulatory
approvals.

Regulatory Affairs and Quality Assurance

Our Corporate Regulatory Affairs Department performs a key role in every aspect of the development and
registration of each product and has prepared product submissions for regulatory agencies in the United States,
Canada, the United Kingdom and the European Union. This department also coordinates all data and
document management, including amendments, supplements and adverse events reporting. Our Quality
Assurance Department seeks to ensure that all stages of product development and production fully comply with
Good Clinical, Laboratory and Manufacturing Practices.

Employees
As of February 29, 2000, we had 703 employees (including 150 part-time employees).

Properties

We own and lease space for manufacturing, warehousing, research, development, sales, marketing, and
administrative purposes. We own two modern, fully-indegrated pharmaceutical manufacturing facilities: one in
Steinbach, Manitoba, Canada totaling 75,000 square feet and the second in Carolina, Puerto Rico totaling
34,000 square feet. In addition, through the recent acquisition of Fuisz, we acquired research and manufacturing
facilities in Chantilly, Virginia totaling approximately 24,000 square feet. Our CRD is located in a 33,000 square
foot owned facility and an 11,000 square foot leased facility, each of which is located in Toronto, Ontario,
Canada. Our corporate office, formulations development research and the Canadian sales and marketing
operation are located in a 35,000 square foot leased facility in Mississauga, Ontario, Canada. We also lease 2,500
square feet of office space in St. Michael, Barbados and 11,000 square feet of warehouse space in Carolina,
Puerto Rico. We have also agreed to acquire a 120,000 square foot manufacturing facility located on 19 acres of
land in Dorado, Puerto Rico. We are scheduled to take final possession of the Dorado facility in January 2001.
We will have access to the Dorado facility during 2000 to conduct some scale-up manufacturing activities and to
begin the process of transferring the manufacturing of some of our products currently manufactured in our
Manitoba facility.

Legal Proceedings

In March 1998, we commenced an action in the District of New Jersey against Hoechst Aktiengesellschaft
and related parties to recover three times our monetary damages and for injunctive relief for the alleged
violation by the defendants of the anti-trust laws of the United States, for breach of contract, deceptive trade
practices and restraint of trade, unfair competition and other violations of the common law. A reasonable
estimate of our potential recovery for damages cannot be made at this time.
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From time to time, we become involved in various legal proceedings which we consider to be in the ordinary
course of business. The vast majority of these proceedings involve intellectual property issues that often result in
patent infringement suits brought by patent holders upon our filing of ANDA applications. The timing of these
actions is mandated by statute and may result in a delay of FDA approval for such filed ANDAs until the final
resolution of such actions or the expiry of 30 months, whichever occurs earlier.

In this regard, we and our wholly owned subsidiary, Biovail Laboratories, Inc. (“Biovail Laboratories™),
have been sued in separate lawsuits by Bayer AG and Bayer Corporation, as well as by Pfizer Inc. (“Pfizer”),
upon the filing by Biovail Laboratories of separate ANDAs for generic versions of Procardia XL and Adalat CC.
These actions make the usual, technical claims of infringement that mandate a delay for the approval of our
ANDAs for a period of 30 months or until successful resolution of these patent infringement questions,
whichever occurs first. We are vigorously defending these suits and will aggressively pursue motions for summary
judgment in due course. These four actions have been consolidated into two actions by the court. We have
denied the allegations and have pleaded affirmative defenses that the patents are invalid, have not been
infringed, and are unenforceable.

On April 23, 1998, we also filed a four-count complaint against Bayer AG, Bayer Corporation and
Pfizer Inc. seeking a declaratory judgment that their patent is invalid, unenforceable, and not infringed by our
filing of the ANDAs. We intend to amend the complaint in due course to assert that their patent has not been
infringed by the filing of all four ANDAs by Biovail Laboratories. We have also asserted that Bayer Corporation
and Pfizer have violated anti-trust laws and have interfered with our prospective economic advantage. Bayer and
Pfizer have filed a motion to dismiss the anti-trust and interference counts, and in the alternative, to stay that
action. The motion to stay was granted.

On August 25, 1998, Andrx Pharmaceutical, Inc. (“Andrx”) submitted to us a Notice of Certification under
the FDC Act certifying that the ANDA filed by Andrx for a generic version of Tiazac® did not infringe on our
patent. In October 1998, we commenced a patent infringement suit against Andrx. On March 8, 2000, the district
court ruled in favor of Andrx stating that there was no infringement of our patent. We have appealed this ruling.
Andrx’ ANDA for its generic version of Tiazac has not yet been tentatively approved by the FDA. Under current
FDA regulations, the FDA will not approve Andrx’ ANDA for a period of 30 months from the date Biovail first
received the Notice of Patent Certification or the date when Andrx successfully defends our appeal, whichever
occurs first. However, a recent U.S. district court opinion required the FDA to approve a drug upon successful
defense at the trial level. The FDA has decided not to appeal this ruling even though an unpublished decision of
a court of appeals has upheld the FDA’s regulation. We have filed a complaint against the FDA seeking to
prevent it from approving Andrx’ generic version of Tiazac until a resolution of our appeal. There can be no
assurance that we will win our appeal against Andrx or that we can prevent the FDA from approving Andrx’
generic version of Tiazac before the resolution of our appeal.

While we are not currently able to determine the potential liability, if any, related to such matters, we
believe none of the matters, individually or in aggregate, will have a material adverse effect on our financial
position, results of operations or cash flows.

Enforceability of Civil Liabilities Under United States Federal Securities Laws

We are an Ontario, Canada corporation. Most of our directors, officers and controlling persons, as well as
certain of the experts named herein, reside outside the United States and all or a substantial portion of the
assets of such persons and of Biovail are located outside the United States. Consequently, it may be difficult or
impossible for investors to effect service of process within the United States upon us or such persons, or to
realize against them upon judgments of courts of the United States predicated upon civil liabilities under the
federal securities laws of the United States. There is doubt as to the enforceability in Canada against us or any of
our directors and officers or experts named herein who are not residents of the United States in original actions
or in actions for enforcement of judgments rendered by United States courts, of civil liabilities predicated solely
on United States federal securities laws. In addition, investors should not assume that courts of Canada
(1) would enforce judgments of United States courts obtained in actions against Biovail in the United States or
such persons predicated upon the civil liability provisions of the U.S. federal securities laws or the securities or
blue sky laws of any state within the United States or (2) would enforce, in original actions, liabilities against us
or such persons predicated upon the U.S. federal securities laws or any such state securities or blue sky laws.
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We irrevocably appointed CT Corporation System as our agent to receive service of process solely in actions
against us arising out of or in connection with the U.S. federal securities laws or out of violations of such laws in
any federal court or state court in New York, New York, relating to the transactions covered by the offering.

Available Information

Information has been incorporated by reference in this Prospectus from documents filed with the securities
regulatory authorities in each of the provinces of Canada. Copies of the documents incorporated herein by
reference may be obtained on request without charge from our corporate secretary, 2488 Dunwin Drive,
Mississauga, Ontario, L5L 1J9, telephone: (416) 285-6000.

We have filed with the SEC a registration statement on Form F-10 (herein, together with all amendments
and exhibits, referred to as the “Registration Statement”) under the Securities Act with respect to the Securities
offered hereby. This Prospectus, which forms a part of the Registration Statement, does not contain all of the
information set forth in the Registration Statement and the exhibits and schedules thereto, certain parts of which
are omitted in accordance with the rules and regulations of the SEC. For further information with respect to us
and the Securities offered hereby, reference is made to the Registration Statement and the exhibits and
schedules thereto. Any statements made in this Prospectus concerning the provisions of certain documents are
not necessarily complete and, in each instance, reference is made to the copy of such document filed as an
exhibit to the Registration Statement otherwise filed with the SEC.

We are subject to the information and reporting requirements of the Exchange Act applicable to foreign
private issuers and in accordance therewith file reports and other information with the SEC. The reports and
other information we have filed with the SEC can be inspected and copied at the public reference facilities
maintained by the SEC at Room 1024, 450 Fifth Street, N.W., Washington, D.C. 20549, and at the Regional
Offices of the SEC located at 7 World Trade Center, 13th Floor, New York, New York 10048, and Citicorp
Center, 500 West Madison Street, Chicago, Illinois 60661-2511. Copies of such material can also be obtained by
mail from the Public Reference Room of the SEC at 450 Fifth Street, N.W., Washington, D.C. 20549, at
prescribed rates or by calling 1-800-SEC-0330. The SEC maintains an Internet web site that contains reports,
proxy and information statements and other information regarding registrants that file electronically with the
SEC (http://www.sec.gov). Although we may not be required to file electronically materials which would be
required to be filed electronically by domestic issuers, we currently make such material available electronically.
In addition, such material may be inspected and copied at the offices of the New York Stock Exchange, 20 Broad
Street, New York, New York 10005, on which exchange our common shares are listed.
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REGULATION

The research and development, manufacture and marketing of controlled-release pharmaceuticals are
subject to regulation by U.S., Canadian and foreign governmental authorities and agencies. Such national
agencies and other federal, state, provincial and local entities regulate the testing, manufacturing, safety and
promotion of our products. The regulations applicable to our products may change as the currently limited
number of approved controlled-release products increases and regulators acquire additional experience in this
area.

United States Regulation
New Drug Application

We will be required by the FDA to comply with NDA procedures for our branded products prior to
commencement of marketing by us or our licensees. New drug compounds and new formulations for existing
drug compounds which cannot be filed as ANDAs are subject to NDA procedures. These procedures include
(1) preclinical laboratory and animal toxicology tests; (2) scaling and testing of production batches;
(3) submission of an Investigational New Drug Application (“IND”"), which must become effective before human
clinical trials commence; (4) adequate and well controlled human clinical trials to establish the safety and
efficacy of the drug for its intended indication; (5) the submission of an NDA to the FDA; and (6) FDA approval
of an NDA prior to any commercial sale or shipment of the product, including pre-approval and post-approval
inspections of its manufacturing and testing facilities. If all of this data in the product application is owned by the
applicant, the FDA will issue its approval without regard to patent rights that might be infringed or exclusivity
periods that would affect the FDA's ability to grant an approval if the application relied upon data which the
applicant did not own. We intend to generate all data necessary to support FDA approval of the applications we
file.

Preclinical laboratory and animal toxicology tests must be performed to assess the safety and potential
efficacy of the product. The results of these preclinical tests, together with information regarding the methods of
manufacture of the products and quality control testing, are then submitted to the FDA as part of an IND
requesting authorization to initiate human clinical trials. Once the IND notice period has expired, clinical trials
may be initiated, unless a hold on clinical trials has been issued by the FDA.

Clinical trials involve the administration of a pharmaceutical product to individuals under the supervision of
qualified medical investigators. Clinical studies are conducted in accordance with protocols that detail the
objectives of a study, the parameters to be used to monitor safety and the efficacy criteria to be evaluated. Each
protocol is submitted to the FDA and to an Institutional Review Board prior to the commencement of each
clinical trial. Clinical studies are typically conducted in three sequential phases, which may overlap. In Phase I,
the initial introduction of the product into human subjects, the compound is tested for safety, dosage, tolerance,
metabolic interaction, distribution, excretion and pharmacodynamics. Phase II involves studies in a limited
patient population to (1) determine the efficacy of the product for specific targeted indications; (2) determine
optimal dosage and (3) identify possible adverse effects and safety risks. In the event Phase II evaluations
demonstrate that a pharmaceutical product is effective and has an acceptable safety profile, Phase III clinical
trials are undertaken to further evaluate clinical efficacy of the product and to further test its safety within an
expanded patient population at geographically dispersed clinical study sites. Periodic reports on the clinical
investigations are required. We or the FDA may suspend clinical trials at any time if either party believes the
clinical subjects are being exposed to unacceptable health risks. The results of the product development,
analytical laboratory studies and clinical studies are submitted to the FDA as part of an NDA for approval of the
marketing and commercialization of a pharmaceutical product.

The above-described NDA procedures are premised on the applicant being the owner of, or having
obtained a right of reference to, all of the data required to prove safety and efficacy. These NDAs are governed
by 21 U.S.C. § 355(b)(1), also known as Section 505(b)(1) of the FDC Act.
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Abbreviated New Drug Application

In certain cases, where the objective is to develop a generic version of an approved product already on the
market in controlled-release dosages, an ANDA may be filed in lieu of filing an NDA. Under the ANDA
procedure, the FDA waives the requirement to submit complete reports of preclinical and clinical studies of
safety and efficacy and instead requires the submission of bioequivalency data, that is, demonstration that the
generic drug produces the same effect in the body as its brand-name counterpart and has the same
pharmacokinetic profile, or change in blood concentration over time. The ANDA procedure would be available
to us for a generic version of a drug product approved by the FDA. In certain cases, an ANDA applicant may
submit a suitability petition to the FDA requesting permission to submit an ANDA for a drug product that
differs from a previously approved reference drug product (the “Listed Drug”) when the change is one
authorized by statute. Permitted variations from the listed drug include changes in (1) route of administration;
(2) dosage form; (3) strength and (4) one of the active ingredients of the Listed Drug when the Listed Drug is a
combination product. The FDA must approve the petition before the ANDA may be submitted. An applicant is
not permitted to petition for any other kinds of changes from listed drugs. The information in a suitability
petition must demonstrate that the change from the Listed Drug requested for the proposed drug product may
be adequately evaluated for approval without data from investigations to show the proposed drug product’s
safety or effectiveness. The advantages of an ANDA over an NDA include reduced research and development
costs associated with bringing a product to market, and generally a shorter review and approval time at the FDA.

Patent Certification and Exclusivity Issues

ANDA:s are required to include certifications with respect to any patents which claim the Listed Drug or
which claim a use for the Listed Drug for which the applicant is seeking approval. If applicable patents are in
effect and this information has been submitted to the FDA, the FDA must delay approval of the ANDA until the
patents expire. If the applicant believes it will not infringe the patents, it can make a patent certification to the
holder of patents on the drug for which a generic drug approval is being sought, which may result in patent
infringement litigation which could delay the FDA approval of the ANDA for up to 30 months. If the drug
product covered by an ANDA were to be found by a court to infringe another company’s patents, approval of
the ANDA could be delayed until the patents expire. Under the FDC Act, the first filer of an ANDA with a
“non-infringement” certification is entitled to receive 180 days of market exclusivity. Subsequent filers of generic
products would be entitled to market their approved product six months after the earlier of the first commercial
marketing of the first filer’s generic product or a successful defense of a patent infringement suit.

Patent expiration refers to expiry of U.S. patents (inclusive of any extensions) on drug compounds,
formulations and uses. Patents outside the United States may differ from those in the United States. Under U.S.
law, the expiration of a patent on a drug compound does not create a right to make, use or sell that compound.
There may be additional patents relating to a person’s proposed manufacture, use or sale of a product that could
potentially prohibit such person’s proposed commercialization of a drug compound.

The FDC Act contains non-patent market exclusivity provisions which offer additional protection to
pioneer drug products and are independent of any patent coverage that might also apply. Exclusivity refers to
the fact that the effective date of approval of a potential competitor’s ANDA to copy the pioneer drug may be
delayed or, in certain cases, an ANDA may not be submitted until the exclusivity period expires. Five years of
exclusivity are granted to the first approval of a “new chemical entity.” Three years of exclusivity may apply to
products which are not new chemical entities, but for which new clinical investigations are essential to the
approval. For example, a new indication for use or a new dosage strength of a previously-approved product may
be entitled to exclusivity, but only with respect to that indication or dosage strength. Exclusivity only offers
protection against a competitor entering the market via the ANDA route, and does not operate against a
competitor that generates all of its own data and submits a full NDA under Section 505(b)(1) of the FDC Act.

If applicable regulatory criteria are not satisfied, the FDA may deny approval of an NDA or an ANDA or
may require additional testing. Product approvals may be withdrawn if compliance with regulatory standards is
not maintained or if problems occur after the product reaches the market. The FDA may require further testing
and surveillance programs to monitor the pharmaceutical product that has been commercialized.

46



Noncompliance with applicable requirements can result in additional penalties, including product seizures,
injunction actions and criminal prosecutions.

Canadian Regulation

The requirements for selling pharmaceutical drugs in Canada are substantially similar to those of the
United States described above.

Investigational New Drug Application

Before conducting clinical trials of a new drug in Canada, we must submit a pre-clinical submission to the
TPP. This application includes information about the methods of manufacture of the drug and controls, and
preclinical laboratory and animal toxicology tests on the safety and potential efficacy of the drug. If, within
60 days of receiving the application, the TPP does not notify us that our application is unsatisfactory, we may
proceed with clinical trials of the drug. The phases of clinical trials are the same as those described above under
“—United States Regulation-New Drug Application.”

New Drug Submission

Before selling a new drug in Canada, we must submit an NDS to the TPP and receive a notice of
compliance from the TPP to sell the drug. The NDS includes information describing the new drug, including its
proper name, the proposed name under which the new drug will be sold, a quantitative list of ingredients in the
new drug, the methods of manufacturing, processing, and packaging the new drug, the controls applicable to
these operations, the tests conducted to establish the safety of the new drug, the tests to be applied to control the
potency, purity, stability and safety of the new drug, the results of clinical trials, the intended indications for
which the new drug may be prescribed and the effectiveness of the new drug when used as intended. The TPP
reviews the NDS. If the NDS meets the requirements of Canada’s Food and Drugs Act and Regulations, the
TPP will issue a notice of compliance for the new drug.

Where the TPP has already approved a drug for sale in controlled-release dosages, we may seek approval
from the TPP to sell an equivalent generic drug. In certain cases, the TPP does not require the manufacturer of
a drug that is equivalent to a drug that has already been approved for sale by the TPP to conduct preclinical tests
and clinical trials; instead, the manufacturer must satisfy the TPP that the drug is bioequivalent to the drug that
has already been approved.

The TPP may deny approval or may require additional testing of an NDS if applicable regulatory criteria
are not met. Product approvals may be withdrawn if compliance with regulatory standards is not maintained or if
problems occur after the product reaches the market. Contravention of Canada’s Food and Drugs Act and
Regulations can result in fines and other sanctions, including product seizures and criminal prosecutions.

Proposals have recently been made that, if implemented, would significantly change Canada’s drug approval
system. In general, the recommendations emphasize the need for efficiency in Canadian drug review. Proposals
include establishment of a separate agency for drug regulation and modeling the approval system on those found
in European Union countries. There is no assurance, however, that such changes will be implemented or, if
implemented, will expedite the approval of controlled-release products.

The Canadian government has regulations which can prohibit the issuance of a notice of compliance
(“NOC”) for a patented medicine to a generic competitor, provided that the patentee or an exclusive licensee
has filed a list of its Canadian patents covering that medicine with the Minister of Health and Welfare. After
submitting the list, the patentee or an exclusive licensee can commence a proceeding to obtain an order of
prohibition directed to the Minister prohibiting him or her from issuing a NOC. The minister may be prohibited
from issuing an NOC permitting the importation or sale of a patented medicine to a generic competitor until
patents on the medicine expire or the waiver of infringement and/or validity of the patent(s) in question is
resolved by litigation in the manner set out in such regulations. There may be additional patents relating to a
company’s proposed manufacture, use or sale of a product that could potentially prohibit such company’s
proposed commercialization of a drug compound.
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Certain provincial regulatory authorities in Canada have the ability to determine whether the consumers of
a drug sold within such province will be reimbursed by a provincial government health plan for that drug by
listing drugs on formularies. The listing or non-listing of a drug on provincial formularies may affect the prices of
drugs sold within provinces and the volume of drugs sold within provinces.

Additional Regulatory Considerations

Sales of our products by our licensees outside the United States and Canada are subject to regulatory
requirements governing the testing, registration and marketing of pharmaceuticals, which vary widely from
country to country.

Our manufacturing facilities located at Steinbach, Manitoba and Carolina, Puerto Rico operate according
to FDA mandated Good Manufacturing Practices. The manufacturing facilities are inspected on a regular basis
by the FDA, the TPP and other regulatory authorities. Our self-auditing team seeks to ensure compliance on an
ongoing basis with FDA mandated Good Manufacturing Practices. From time to time, the FDA, the TPP or
other regulatory agencies may adopt regulations that may significantly affect the manufacture and marketing of
our products.

In addition to the regulatory approval process, pharmaceutical companies are subject to regulations under
provincial, state and federal law, including requirements regarding occupational safety, laboratory practices,
environmental protection and hazardous substance control, and may be subject to other present and future local,
provincial, state, federal and foreign regulations, including possible future regulations of the pharmaceutical
industry. We believe that we are in compliance in all material respects with such regulations as are currently in
effect.
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MANAGEMENT
Officers and Directors

The name, age as of February 29, 2000 and position of each of our directors and executive officers are set
forth below:

Name(1) AE Position

Eugene N. Melnyk(2) .. ......... ... ... .... 40  Chairman of the Board and Director

Bruce D.Brydon ........... ... ... . ... . 52 Chief Executive Officer and Director

Robert A. Podruzny ................... ... 52 President, Chief Operating Officer and Director

Kenneth C. Cancellara, Q.C. ... ............. 53  Senior Vice President, General Counsel, Secretary
and Director

Rolf K. Reininghaus . .. ................... 54  Senior Vice President and Director

Kenneth G. Howling . . . ................... 42 Vice President, Chief Financial Officer

David Tierney, M.D.. .. ................... 36 President, Biovail Technologies Ltd.

Kenneth S. Albert, Ph.D. ... ............... 57  Vice President, Chief Scientific Officer

Wilfred G. Bristow(2) . . .......... .. ....... 67 Director

Roger Rowan(2)...................... ... 46  Director

Robert Vujea .. ........ ... ... ... 74  Director

(1) Directors serve one year terms.

(2) Member of the Audit Committee.

Mr. Melnyk has been the Chairman of the Board and a Director since March 29, 1994, the effective date of
the amalgamation (the “Amalgamation”) of our predecessor entities, Biovail Corporation International (“BCI”)
and Trimel Corporation (“Trimel”). Prior to that time, he had been the Chairman of the Board of BCI since
October 1991 and was instrumental in acquiring, financing and organizing the companies or businesses that
comprised BCI. Mr. Melnyk also founded Trimel and served as its President and Chief Executive Officer from
1983 through July 1991.

Mr. Brydon has been the Chief Executive Officer since November 1997. He joined Biovail as the Chief
Executive Officer and President in January 1995 and has been a Director since May 1995. Prior to that time and
since 1990 he had been President, Managing Director and Chairman of the Board of the Canadian Operations
of Boehringer Mannheim. In the late 1980s, Mr. Brydon served as President and CEO of Beiersdorf Canada.

Mr. Podruzny has been the President and Chief Operating Officer since November 1997. He joined Biovail
as Vice President, Finance and Chief Financial Officer in January 1996. Mr. Podruzny came to Biovail from
Browning-Ferris Industries Ltd. where he served as the Chief Financial Officer and as a Director of the
Canadian operations from 1993 to 1995. From 1987 to 1992, Mr. Podruzny served as General Manager of the
U.S. Health Promotion Division of MDS Health Group, a Toronto-based medical services company.

Mr. Cancellara joined Biovail as Senior Vice President and General Counsel in March 1996, was appointed
Secretary in April 1996, and has been a Director since May 1995. Prior to that time, Mr. Cancellara was a
partner with the law firm of Cassels, Brock and Blackwell since 1980 where he held many positions including
Chairman of the Executive Committee and managing partner.

Mr. Reininghaus has been a Senior Vice President and a Director since the Amalgamation and has been
President of Crystaal since November 1997. Prior to that time, he had been the President, Chief Operating
Officer and a Director of BCI since October 1991 and Executive Vice President and a Director of Trimel or its
affiliates since November 1987. Prior to his employment by Trimel, Mr. Reininghaus was the Marketing Manager
of the Canadian operations of Miles Pharmaceuticals, a division of Bayer AG.
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Mr. Howling joined Biovail as Vice President Finance and Chief Financial Officer in November 1997.
Mr. Howling came to Biovail from Pharma Patch Plc, a small bio-technology company involved in transdermal
drug delivery, where he served as Vice President Finance and Chief Financial Officer from November 1993 to
November 1997. Mr. Howling served as General Manager and Corporate Secretary from June 1991 to
November 1993 and as Controller and Corporate Secretary from June 1988 to June 1991 for Roberts Company
Canada Limited. Prior to that time, he spent 10 years in financial and general management positions including
positions with SmithKline Beecham, Bencard Allergy Laboratories, McGraw Edison and Price Waterhouse.
Mr. Howling is a Certified Public Accountant.

Dr. Tierney joined us as President of Biovail Technologies Ltd. on January 31, 2000. Dr. Tierney has
operational responsibility for all of Biovail’s research and development, regulatory and clinical activities and is
based in Chantilly, Virginia. Dr. Tierney was previously Senior Vice President, Drug Development for Roberts
Pharmaceutical Corporation with overall responsibility for drug development, medical affairs, worldwide
regulatory affairs and chemical process development. Prior to joining Roberts in 1997, Dr. Tierney held senior
positions with Elan.

Dr. Albert joined Biovail as Vice President, Chief Scientific Officer in January 1999. Dr. Albert came to
Biovail from Schein Pharmaceutical Inc., where he had been the Vice President, Research and Development
from 1995 to 1998. Prior to his tenure at Schein, Dr. Albert was Corporate Director, Research and Development
at Forest from 1988 to 1995 and prior to that time he spent 14 years in senior Research and Development
positions at the Upjohn Company and Merck, Sharp and Dohme.

Mz Bristow has been a Director since the Amalgamation. Prior to that time, he was a Director of BCI since
January 1993. Mr. Bristow is and has been a senior investment advisor at Nesbitt Burns Inc., a Canadian
investment banking firm, since December 1991. From September 1975 to December 1991, he served as vice
president and director of Richardson Greenshields of Canada, an investment banking firm.

Mr. Rowan was elected to the Board of Directors in June 1997. Mr. Rowan has been President and Chief
Operating Officer of Watt Charmichael Inc., a private investment firm, since May 1994. Prior thereto,
Mr. Rowan was the Executive Vice President and Chief Operating Officer of Watt Charmichael Inc. since 1991.

Mr. Vujea was elected to the Board of Directors in June 1997. Mr. Vujea has been President of R & D
Chemical Corporation, a chemical manufacturer and distributor, since 1974. Prior thereto, Mr. Vujea has held
senior management positions within a number of companies including American Greeting Card Corporation,
Cole National Corporation and Diverco Incorporated.
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PRINCIPAL SHAREHOLDERS

Other than as provided below, we are not aware of any shareholders owning more than 10% of our
outstanding voting securities as of February 29, 2000.

Common Shares

Name of Beneficial Owner Owned Percent(1)
Eugene Melnyk(2) . . . .o 12,654,326 20.18%
Officers and directors as a group (8 persons)(2) . ... ... ..., 13,253,658 21.14%

(1) Does not include 5,223,400 common shares issuable upon exercise of stock options outstanding under our
stock option plan, 7,475,000 common shares issuable upon exercise of outstanding warrants, 88,310
common shares to be issued following the effectiveness of the registration statement with respect to the
Fuisz acquisition and 8,203 common shares issuable upon conversion of the Fuisz Debentures.

(2) Mr. Melnyk also has options to purchase 2,490,000 common shares, of which 1,530,000 have vested.
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DESCRIPTION OF THE SECURITIES

Set forth below is a description of the principal terms of the Securities. The following description does not
purport to be complete and is subject to, and is qualified in its entirety by reference to, the indenture to be dated
as of March 22, 2000 (the “Indenture”) between the Company and Firstar Bank N.A. (the “Trustee”). The
Indenture will be qualified as an indenture under the U.S. Trust Indenture Act of 1939, as amended (the “Trust
Indenture Act”), and the Trustee will be eligible to act as trustee for purposes of compliance with the Trust
Indenture Act. A copy of the form of the Indenture has been filed with the SEC as an exhibit to the Registration
Statement of which this prospectus forms a part. The following summary of certain material provisions of the
Indenture does not purport to be complete. Where reference is made to particular provisions of the Indenture,
such provisions, including the definitions of certain terms, are incorporated by reference as a part of such
summary or terms, which are qualified in their entirety by such reference. As used under this heading
“Description of the Securities”, all references to the “Company” refer to Biovail Corporation excluding, unless
otherwise expressly stated or the context otherwise requires, its subsidiaries. Other capitalized terms used
without definition are defined in the Indenture.

General

The Securities will be issued as unsecured convertible junior subordinated debentures under the Indenture
and will initially be issued in the principal amount of $300,000,000 ($345,000,000 if the Over-allotment Option is
exercised in full). The Company may from time to time, and without the consent of the holders of the Securities,
create and issue additional Securities so as to form a single issue with the Securities.

The Securities will not be subject to a sinking fund provision. The principal amount of the Securities plus
accrued and unpaid interest thereon will become due on March 31, 2025 and will be payable by cash or, at the
option of the Company, by delivery of Shares to the Trustee and subsequent sale of the Shares and delivery of
cash equal to the principal amount of the Securities and accrued and unpaid interest thereon to the holders of
the Securities. See “—Share Payment Election” below.

The Securities will be issued in fully-registered form only in denominations of $50 and integral multiples
thereof. The Securities will initially be issued as global fully-registered securities (“Global Securities”).
Beneficial interests in the Global Securities representing the Securities will be shown on, and transfers thereof
will be effected only through, records maintained by DTC and its participants. See “—The Depository,
Book-Entry and Settlement” below. As described herein, under certain limited circumstances, the Securities
may be issued in certificated non-book-entry form in exchange for a Global Security. See “—Discontinuance of
Depository’s Services” below. Payments on Securities issued as a Global Security will be made to DTC or a
successor depository.

In the event that the Securities are issued in certificated non-book-entry form, principal and interest will be
payable, the transfer of such Securities will be registerable and such Securities will be exchangeable for
Securities of such series in other denominations of a like aggregate principal amount at the corporate trust office
of the Trustee, 101 East Sth Street, 12th floor, St. Paul, Minnesota 55101 or its designated agent. Payment of
principal and interest will be made by check mailed to the address of the holder entitled thereto. Any holder of
$1 million or more aggregate principal amount of Securities may elect to receive payments of principal and
interest by wire transfer to an account designated by such holder.

Subordination

The Indenture will provide that the Securities will be subordinated and junior in right of payment to all
present and future Senior Indebtedness of the Company. No payment of principal (including redemption
payments) or interest on the Securities may be made (1) if any Senior Indebtedness is not paid when due and
any applicable grace period with respect to such payment default on Senior Indebtedness has ended and such
default has not been cured or waived or ceased to exist, or (2) if the maturity of any Senior Indebtedness has
been accelerated because of a default and either such acceleration has not been rescinded or such Senior
Indebtedness has not been repaid. Upon any distribution of assets of the Company to creditors upon any
dissolution, winding-up, liquidation or reorganization, whether voluntary or involuntary, or in bankruptcy,
insolvency, receivership or other proceedings, all principal, premium, if any, and interest due on all Senior
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Indebtedness of the Company must be paid in full before the holders of the Securities are entitled to receive or
retain any payment.

The term “Senior Indebtedness” means, with respect to the Company:

(1) the principal (including redemption payments), premium, if any, interest and other payment
obligations in respect of (A) indebtedness of the Company for money borrowed and (B) indebtedness
evidenced by securities, debentures, bonds, notes or other similar instruments issued by the Company,
including any such securities issued under any deed, indenture or other instrument to which the
Company is a party (including, for the avoidance of doubt, indentures pursuant to which subordinated
debentures have been or may be issued),

(2) all capital lease obligations of the Company,

(3) all obligations of the Company issued or assumed as the deferred purchase price of property, all
conditional sale obligations of the Company, all hedging agreements and agreements of a similar
nature thereto and all agreements relating to any such agreements, and all obligations of the Company
under any title retention agreement (but excluding trade accounts payable arising in the ordinary
course of business),

(4) all obligations of the Company for reimbursement on any letter of credit, banker’s acceptance, security
purchase facility or similar credit transaction,

(5) all obligations of the type referred to in clauses (1) through (4) above of other persons for the payment
of which the Company is responsible or liable as obligor, guarantor or otherwise, and

(6) all obligations of the type referred to in clauses (1) through (5) above of other persons secured by any
lien on any property or asset of the Company (whether or not such obligation is assumed by the
Company), in each case whether outstanding at the date of the Indenture or thereafter incurred,

except for (A) the Securities, (B) any such indebtedness that contains express terms, or is issued under a deed,
indenture or other instrument which contains express terms, providing that it is subordinate to or ranks pari
passu with the Securities and (C) any indebtedness between the Company and its affiliates.

Such Senior Indebtedness shall continue to be Senior Indebtedness and be entitled to the benefits of the
subordination provisions of the Indenture irrespective of any amendment, modification or waiver of any term of
such Senior Indebtedness notwithstanding that no express written subordination agreement may have been
entered into between the holders of such Senior Indebtedness and the Trustee or any of the holders of the
Securities.

As of December 31, 1999 after giving effect to the application of the net proceeds of this offering and the
concurrent offering of Common Shares, the Company (excluding its subsidiaries) had approximately $1.7 million
of Senior Indebtedness (assuming the purchase of all our outstanding Senior Notes and excluding hedging
obligations and undrawn letters of credit) outstanding. The Securities will also be effectively subordinate to all
present and future indebtedness and other liabilities of the Company’s subsidiaries, except to the extent the
Company is a creditor of such subsidiaries ranking at least pari passu with such other creditors. As of
December 31, 1999, the Company’s subsidiaries had approximately $54.0 million of liabilities (excluding
intercompany liabilities, the Clonmel Liabilities and the Clonmel Loan). The Indenture will not limit the
aggregate amount of indebtedness, including Senior Indebtedness and indebtedness ranking pari passu with the
Securities, that may be incurred by the Company or its subsidiaries.

The Indenture and the Securities will not contain any covenants or other provisions designed to afford
holders of the Securities protection in the event of a highly leveraged transaction involving the Company or any
of its subsidiaries or partnerships.

Optional Redemption

113

Except as provided under “—Special Redemption” and “—Redemption for Changes in Canadian Tax
Law,” the Company may not redeem the Securities prior to March 31, 2003. On and after such date, the
Securities are redeemable, in whole or in part, at any time other than during an Extension Period (as defined
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below) and from time to time on not less than 30 days’ and not more than 60 days’ prior written notice, at the
following percentages of the principal amount of the Securities to be redeemed plus accrued and unpaid interest
thereon to the date of such redemption if redeemed during the twelve-month period commencing on March 31,
in each of the following years indicated:

Redemption Redemption
Year Price Year Price
2003 . 104.725% 2007 « v 102.025%
2004 . .. 104.050% 2008 . .o 101.350%
0 103.375% 2000 . .. 100.675%
2006 . .. 102.700% 2010 and thereafter . .............. 100.000%

The principal and interest payable on any redemption date are payable in cash by the Company, or at the
option of the Company, by the delivery of preferred shares of the Company that are not redeemable at the
option of the holder thereof (“Preferred Shares”) or Common Shares of the Company or other equity securities
of the Company (“Equity Securities”), or any combination thereof as the Company shall determine, in which
event the holders of the Securities shall be entitled to receive cash payments equal to the applicable redemption
price of the Securities from the proceeds of the sale by the Trustee of the requisite Preferred Shares, Common
Shares or Equity Securities, as the case may be. In this prospectus, the Preferred Shares, Common Shares or
Equity Securities, as the case may be, will be referred to as the “Shares.” See “—Share Payment Election”
below.

Special Redemption

At any time other than during an Extension Period, and from time to time prior to March 31, 2003, the
Company may redeem the Securities at its option, in whole or in part, at a redemption price of 106.75% of the
principal amount of the Securities, plus accrued and unpaid interest to the redemption date, if any (“special
redemption”), if the trading price of Common Shares equals or exceeds $91.01 per share on the NYSE for
20 trading days within any 30 consecutive trading days ending one day prior to the day on which the Company
sends out a special redemption notice. If the Company undertakes a special redemption, holders of Securities
called for redemption will, in addition to the payments required by the preceding sentence, receive an
“additional payment” in an amount equal to the present value of the aggregate amount of the interest that would
thereafter have been payable on the Securities from the special redemption date to March 31, 2003, called the
“additional period.” The Company will be obligated to make the additional payment on all Securities called for
special redemption, whether or not those Securities are converted into Common Shares prior to the special
redemption date. The present value will be calculated using the bond equivalent yield on U.S. Treasury notes or
bills having a term nearest in length to that of the additional period on the day immediately preceding the date
on which a notice of special redemption is mailed.

Redemption for Changes in Canadian Tax Law

The Securities also may be redeemed, at the option of the Company, in whole but not in part, at any time
other than during an Extension Period, following the occurrence of a Redemption Tax Event, on not less than
30 days and not more than 60 days prior written notice, on a redemption date falling on or after the 91st day
following the occurrence and during the continuance of a Redemption Tax Event if, within the 90-day period
following such Redemption Tax Event, the Company is unable to avoid the adverse effect of such Redemption
Tax Event by taking some Ministerial Action (as defined in the Indenture) or pursuing some other reasonable
measure that will have no adverse effect on the Company or the holders of the Securities. The redemption price
for the Securities in such circumstance shall be 100% of the principal amount thereof plus accrued and unpaid
interest to the date of redemption. The redemption price is payable in cash or, at the option of the Company, by
delivery of Shares to the Trustee. See “—Share Payment Election.”

A “Redemption Tax Event” means that the Company shall have delivered to the Trustee an opinion of a
nationally recognized independent Canadian tax counsel experienced in such matters to the effect that a relevant
tax law change has occurred. A “relevant tax law change” is (1) any amendment to or change (including any
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announced prospective change) in the laws (or any regulations thereunder) of Canada or any political
subdivision or taxing authority thereof or therein, as applicable, or (2) any amendment to or change in an
interpretation or application of such laws or regulations by any legislative body, court, governmental agency or
regulatory authority including, for greater certainty, an assessment or reassessment of the Company by the
Canada Customs and Revenue Agency or any federal or provincial taxation authority (and also including the
enactment of any legislation and the publication of any judicial decision or regulatory determination), in either
case, which amendment or change occurs after the date of this prospectus and as a result of which (assuming
that such amendment or change is enacted or is applied to the Company) there is more than an insubstantial risk
that (A) the Company could become liable to pay, on the next date on which any amount would be payable with
respect to the Securities, any Additional Amounts (as defined herein) (which are more than a de minimis
amount), or (B) the Company could be denied the deduction of interest paid or payable in respect of the
Securities in computing its income for the purposes of the Income Tax Act (Canada) (the “ITA”) or a provincial
or territorial income tax statute in Canada.

Canadian Withholding Taxes

All payments made by or on behalf of the Company under or with respect to the Securities will be made
free and clear of and without withholding or deduction for or on account of any present or future tax, duty, levy,
impost, assessment or other government charge (including penalties, interest and other liabilities related
thereto) imposed or levied by or on behalf of the Government of Canada or of any province or territory thereof
or by any authority or agency therein or thereof having power to tax (“Canadian Taxes”) unless the Company is
required to withhold or deduct Canadian Taxes by law or by the interpretation or administration thereof by the
relevant government authority or agency.

If the Company is so required to withhold or deduct any amount for or on account of Canadian Taxes from
any payment made under or with respect to the Securities, the Company will pay as additional interest such
additional amounts (“Additional Amounts™) as may be necessary so that the net amount received by each holder
of Securities after such withholding or deduction (including with respect to Additional Amounts) will not be less
than the amount the holder of Securities would have received if such Canadian Taxes had not been withheld or
deducted (a similar payment 