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Financial Highlights

In accordance with U.S. generally accepted accounting principles

Years ended December 31

(All dollar amounts expressed in thousands of U.S. dollars, except per share data) 2000 1999 1998!?
Operating Results
Total revenue $ 309,170 $ 172,464 $ 111,657
Research and development expense 52,659 33,130 17,490
Operating income (loss) (78,032) (40,160) 45,303
Net income (loss) (147,976) (109,978) 41,577
Net income excluding certain charges? 114,687 52,162 41,577
EBITDAS® 151,918 74,414 50,260
Cash flows from operating activities 102,494 51,985 52,394
Diluted per share information
Net income (loss) $ (1.16) $ (1.07) $ 0.38
Net income excluding certain charges? 0.80 0.48 0.38
EBITDA3 1.06 0.69 0.46
Cash flows from operating activities 0.71 0.48 0.48
Weighted average number of common

shares outstanding (000s) 143,512 108,174 108,944
Financial Position
Cash and cash equivalents $ 125,144 $ 178,086 $ 78,279
Working capital (25,295) 266,068 114,898
Total assets 1,107,267 467,179 198,616
Long-term obligations and Debentures 738,729 137,504 126,835
Shareholders’ equity 237,458 267,336 49,888

1 Data has been derived from consolidated financial statements prepared in accordance with Canadian generally accepted accounting principles.

2 Certain charges consist of acquired research and development, extraordinary item, SAB 101 cumulative effect adjustment and amortiza-

tion, equity loss, and net gains.

3 Earnings before interest, taxes, depreciation, amortization, and excluding acquired research and development, equity loss and net gains.
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All dollar amounts in this annual report are in U.S. dollars and
in accordance with U.S. generally accepted accounting principles
unless otherwise stated.

The Company changed from publicly reporting its financial results
prepared in accordance with Canadian GAAP to publicly reporting
those results prepared in accordance with U.S. GAAP for the year
ended December 31, 2000. The Company’s independent audi-
tors, who were retained by the Company beginning with the year
January 1, 1999, have audited the Company’s financial state-
ments prepared in accordance with U.S. GAAP for the years
ended December 31, 1999 and December 31, 2000. Accordingly,
the financial statements prepared in accordance with U.S. GAAP
for 1998 are unaudited. The financial statements prepared in
accordance with Canadian GAAP for each of the years ended
December 31, 1998, 1999 and 2000 have been audited and are
made available to all shareholders.




At a crucial stage in the l@velopment o

every truly successful company, there comes a
point when management realizes that it is time to
take a bold Step forward... time to move
on to the next phase that will ensure not only the
continued SUCCESS of the company, but also
open up exciting MW pOSSibiIitieS for
unprecedented growth and expansion. For Biovail,
that TiIMe IS NOW. The timely sales and
marketing expansion into the lucrative U.S.

pharmaceutical marketplace represents the logical

nhext Step in Biovail’s corporate strategy.












] I' ;'_-' i :.I_.-!"- .

T o .'1.;% - E;.". s

ek T i ) Ll : :* i
' WALV TN

-_
Ol

1.
|'\BY as cC
| 4 ll

ti‘J ed contrd _ t Eigs: v
e cllperioe’ armaceutical™f Y 1 B H *- ey -

55 countries "around the

§ det






amongst the fastest growing and is one

of top 20 pharmaceutical companies
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The acquisition of DJ Pharma provides

Biovail with 300 experienced U.S. pharma-
ceutical sales professionals and an
extensive sales support infrastructure.
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' the $200 billion plus North American

branded pharmaceutical product
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Biovail Corporation 2000 Annual Report
Letter to Shareholders

Dear Fellow Shareholders,

The year 2000 was an exceptional one for Biovail Corporation. Even with our recent history of
growth and record results, the past year stands out in many ways. To begin with, it was a year
that was marked by a dramatic growth in product sales, a record number of new product
launches and a record financial performance. However, it was events towards the end of the
year, specifically two exciting acquisitions — one product based and one operational - that real-

ly made 2000 a special year.

The tone for this exceptional year was set by an increase in revenue from product sales of
126% over 1999 to a total of $225 million. This increase was driven in part by a continued
strong performance of Tiazac®, which saw its share of the United States diltiazem market
increase to 22% and made impressive gains in Canada. Another factor in the Company’s record

sales were several significant product launches during the course of the year.

The approval and launch of generic versions of Adalat CC 30mg and Voltaren XR in the first
quarter was followed by the fourth quarter launch of the generic versions of Procardia XL 60mg
and Adalat CC 60mg. All four products are distributed by Biovail’s U.S. generic marketing part-

ner Teva Pharmaceuticals USA, Inc. and recorded strong initial sales.

2000 Highlights

January

Biovail’s generic Cardizem®
CD, a medication for the
treatment of angina and
hypertension, is launched in
the U.S. by the Company’s
marketing partner, Teva
Pharmaceuticals. Annual
sales of Cardizem® CD were
in excess of $650 million.

14

s

February

Phase Il clinical trials are
initiated for Biovail’s once-
daily controlled-release
formulation of Buspirone,
a treatment for generalized
anxiety disorder currently
available only as an
immediate-release three-
times a day tablet.

February

Biovail announces acquisi-
tion of a 120,000 sq. ft.
FDA-approved cGMP pharma-
ceutical manufacturing
facility in Dorado, Puerto
Rico to be utilized for the
Company’s expanding pro-
duction requirements.
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Biovail’s partner, Boots Healthcare International launched an innovative ibuprofen pain reliever,
Nurofen Meltlets, mid-year in the United Kingdom. This is the first product developed using
Biovail’s proprietary FlashDose technology. Manufacturing revenue from the sales of Nurofen
Meltlets added to the Company’s revenue base. The success of this product, also recently
launched in Australia, bodes well for the application of FlashDose technology to other products.

Another major contributor to Biovail’s record sales was the tremendous success of Crystaal,
the Company’s Canadian sales and marketing division. Bolstered by aggressive, experienced
new management and an expanded product portfolio, Crystaal made great strides forward in
2000. Market sales exceeded C$75 million, more than doubling the 1999 total and Crystaal
ended the year as one of the fastest growing pharmaceutical companies in Canada.

Activities also increased in Biovail’s Contract Research Division over 40% in 2000 compared
to 1999, mainly due to increases in billable sample studies and clinic bed-nights. On the manu-
facturing side, a number of initiatives were undertaken. In January, the Company sold Clonmel
Healthcare, a manufacturing operation in Ireland, to Stada Arzneimittel AG for $20 million com-
pleting its divestiture of European manufacturing facilities acquired in the Fuisz transaction of
the previous year. Later in the year, the Company significantly expanded its core manufacturing
capabilities through the acquisition of a 120,000 square foot FDA-approved, cGMP facility in
Dorado, Puerto Rico. The new facility is scheduled to be fully operational by the end of 2001.
In addition, the Company announced an expansion of its Manitoba facilities. Also announced
was an expansion of the Company’s Virginia operations to reflect its designation as Biovail’s

centre for research and formulation development, clinical development and regulatory affairs.

Progress on Biovail’s ANDA (generic) and NDA (branded) product pipelines also continued
throughout the year. Three new ANDA applications - generic versions of Adalat CC 90mg,
Procardia XL 90mg and Tegretol 400mg - were filed with the FDA. Other ANDA products are

currently under development. On the NDA side, Biovail’s once-daily formulations of tramadol

February
Crystaal acquires exclusive

Canadian sales and distrib-

ution rights for the cardio-
selective beta blocker
Monocor and Ampligen, a
product for the treatment
of Chronic Fatigue Immune
Deficiency Syndrome.

February

U.S. marketing approval is
received for Biovail’s gener-
ic version of Voltaren XR,
an antiarthritic medication
with annual branded sales
of $98 million. The product
is launched immediately

by Biovail’s U.S. generic
marketing partner Teva
Pharmaceuticals.

March
Biovail receives U.S. mar-
keting approval for a novel
once-daily diltiazem formu-
lation.

March

U.S. marketing approval

is received for Biovail's
30mg generic version

of Adalat CC, an antihyper-
tensive medication with
annual branded sales of
$370 million (all strengths).
The product is launched
immediately by Biovail’s U.S.
generic marketing partner
Teva Pharmaceuticals.

15



Biovail Corporation 2000 Annual Report
Letter to Shareholders

and buspirone entered Phase lll clinical trials. The Company also completed development and
entered Phase Il trials of a controlled-release formulation of Celexa for the product’s patent
holder, H. Lundbeck A/S. In addition, significant progress was made on pre-clinical develop-

ment of once-daily controlled-release versions of buproprion and metformin.

Financial initiatives undertaken during the year included a public offering of two million com-
mon shares raising approximately $100 million, and a concurrent offering of $300 million of
Convertible Subordinated Preferred Equivalent Debentures (due March 31, 2025) undertaken
and completed in March. Also in 2000, Biovail obtained access to $300 million at favourable

rates under the terms of a Revolving Term Credit Facility.

In September, the Board of Directors approved a two-for-one stock split, providing both a

reward for current investors and an investment incentive for new investors.

As alluded to at the start of this message, the main developments of the past year included
two exciting acquisitions. In the fourth quarter, Biovail acquired the Cardizem® line of diltiazem
products from Aventis Pharmaceuticals Inc. The acquisition of this market leading family of
products substantially enhances Biovail’s competitive position in the $3.8 billion U.S. calcium
channel blocker market and allows the Company to proceed with development of Cardizem® XL,

an improved once-daily formulation with excellent potential.

Also in the fourth quarter, Biovail announced one of the most significant initiatives in its recent
history, the acquisition of DJ Pharma, Inc., an aggressive U.S. pharmaceutical sales and marketing
operation with a strong infrastructure and approximately 300 experienced sales professionals.
This acquisition marks the next, exciting phase of Biovail’s strategic development — the estab-
lishment of a high calibre U.S. branded pharmaceutical sales and marketing operation. This provides
direct, instant access to the lucrative and growing U.S. market — the world’s largest — along with

the opportunity for the Company to maximize the return on branded products developed through

March April June September

Biovail completes two con- Boots Healthcare
current funding initiatives,
raising approximately $400
million (before expenses).

16

International launches

its pain reliever Nurofen
Meltlets in the United
Kingdom. This unique form
of ibuprofen is the first
product developed using
Biovail’s patented
FlashDose technology.

Biovail completes develop-
ment of a novel controlled-
release formulation of the

best selling anti-depressant

Celexa. The product’s
developer H. Lundbeck
A/S prepares the new
formulation for Phase Il
clinical trials.

U.S. marketing approval

is received for Biovail’s
60mg generic version of the
angina and hypertension
medication Procardia XL,
which had annual branded
sales in excess of $460
million (all strengths). The
product is launched imme-
diately by Biovail’s U.S.
generic marketing partner
Teva Pharmaceuticals.
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its NDA pipeline. As an added bonus, the acquisition of DJ Pharma also provides the Company

with an additional revenue stream from the promotion and sale of existing in-licensed products.

The year was capped off by another record financial performance. Revenues for the year ended
December 31, 2000 increased by $136.7 million, or 79% over 1999, to $309.2 million.
Excluding certain charges, net earnings, for the year increased by 120% to $114.7 million and

diluted earnings per share increased by 67% to $0.80 from $0.48 in the previous year.

Last, but far from least, Biovail took steps to significantly strengthen its senior management
team in 2000. Senior executives joining the Biovail team include William S. Poole, President,
North American Pharmaceuticals; Brian H. Crombie, Senior Vice President and Chief Financial
Officer and Michel P. Chouinard, Vice President and General Manager of the Company’s Crystaal
Division. All three bring invaluable expertise and experience to the Company.

As we enter a new year, Biovail is in a position of unprecedented strength and remains firmly
committed to its corporate vision of sustainable growth, profitability and leadership in the
pharmaceutical community.

On behalf of the Board, | would like to express my appreciation for the continued hard work and
dedication of all of the Company’s employees and acknowledge the support and confidence of
shareholders as we move forward together towards our shared goals.

Sincerely,

Eugene N. Melnyk

Chairman of the Board May 7, 2001

September
Phase Il clinical trials are

initiated for Biovail’s once-

daily version of Tramadol,

a medication for the treat-

ment of chronic pain.

*

October

Biovail announces acquisi-
tion of DJ Pharma, a pro-
gressive U.S. sales and
marketing company with
approximately 300 pharma-
ceutical sales professionals
across the country. This
provides the Company with
an established full scale
U.S. direct sales

division.

December

Biovail acquires the

North American rights for
the complete Cardizem®
product line from Aventis
Pharmaceuticals. Cardizem®
is the world’s best selling
diltiazem product and this
acquisition significantly
enhances the Company’s
position in the multi-billion
dollar calcium channel
blocker market.

December

Biovail achieves a record
financial performance for
2000, with new highs
achieved in revenue, net
earnings and earnings per
share (before charges).
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Biovail Corporation is a fully integrated pharmaceutical company dedicated to the concept
of medicine in motion — the scientific and technological advancement of medications for the
treatment of chronic medical conditions and the successful commercialization of these superior

pharmaceutical products.

Controlled-Release Expertise
The Company’s core technological expertise lies in the area of controlled-release drug delivery
technology. As a pioneer in this demanding and dynamic field, Biovail has developed several

advanced proprietary drug delivery technology platforms.

These technologies are applied to select drug compounds to produce once-daily controlled-
release products that offer significant clinical advantages over existing products. The therapeutic
benefits of once-daily controlled-release products include more predictable drug delivery through-
out the day, resulting in improved therapeutic efficacy and reduced side effects; and a reduced

dosage schedule, improving patient convenience and compliance.

Despite the proven clinical benefits, controlled-release technology has traditionally been difficult
to develop and, as a result, significantly fewer controlled-release products have been introduced
leaving a definite need in the international medical community for Biovail’s controlled-release
technological capability. By focusing its scientific resources on controlled-release technology
from its inception, Biovail has developed considerable expertise and experience in this area,

allowing it to capitalize on key opportunities.

Through a focused strategy, which included the acquisition of Fuisz Technologies Ltd. in 1999,
the Company has continued to add to its scientific expertise in drug delivery technologies. Today,
Biovail is recognized as a world leader in the controlled-release pharmaceutical marketplace
(estimated at $8 billion plus in the U.S. alone), with a number of proprietary synergistic
technologies, including CONSURF®, CEFORM®, SHEARFORM®, Enhanced Absorption and
FlashDose. Each of these can be applied to a large number of existing leading drug products and
high potential candidates. The Company currently has a number of controlled-release products at

advanced stages of development within its product pipeline.

Biovail’s strategy has been to develop unique once-daily versions of successful multiple daily
dose products, as well as more affordable generic versions of existing branded once-daily med-
ications whose patents have expired. Examples of the implementation of this strategy include the
international success of Tiazac®, Biovail's proprietary once-daily calcium channel blocker dilti-
azem, and a strong, growing portfolio of generic products for the treatment of a variety of chronic
conditions. The Company has now expanded its focus, complementing its scientific and techno-

logical abilities with North America-wide sales and marketing capabilities.
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A Dynamic Product Portfolio

Biovail currently has commercialized more than 20 pharmaceutical products in the U.S.,
Canada and more than 55 countries around the world. In 2000, the Company significantly
expanded its portfolio with the launch of new products in both the branded, or New Drug
Application (NDA), and generic, or Abbreviated New Drug Application (ANDA) categories.

These products are both marketed directly by Biovail and its sales operations, as well as through
strategic marketing partnerships with leading pharmaceutical companies in key markets. Major
marketing partners currently include Forest Laboratories Inc. and Teva Pharmaceuticals USA, Inc.
in the U.S. The Company also has marketing agreements with a further 25 pharmaceutical com-

panies around the world.

Product sales reached record levels during the year, generating revenues in excess of $225 million.

Tiazac®, the Company’s flagship product, continued to lead the way, achieving a 22% share of the
lucrative U.S. diltiazem market, as well as steady sales growth in Canada. Total Canadian retail

sales of Tiazac® in 2000 equated to approximately C$26 million.

Biovail significantly expanded its NDA portfolio in 2000 with the acquisition of the Cardizem®
product line from Aventis Pharmaceuticals Inc. Cardizem® is a market leading branded diltiazem
indicated for the treatment of hypertension and angina. The best product in this line, Cardizem®
CD, is a market leader in the U.S. with more than 13 million prescriptions written in 2000. Total
North American sales for the line, which also includes Cardizem® CD, Cardizem® SR and

injectable products, were approximately $240 million in 2000.

The addition of this family of highly successful products solidifies Biovail’s position as a leading player
in the $3.5 billion U.S. calcium channel blocker market. The acquisition of the Cardizem® brand also
allows the Company to add value to its therapeutically superior once-daily diltiazem product currently in

late stages of development. This product is expected to be launched as Cardizem® XL.

Biovail’s generic portfolio also showed significant sales growth in 2000, fueled by a number of
exciting product launches. New ANDA products launched in the U.S. in 2000 include generic ver-
sions of Cardizem® CD (a medication for hypertension and angina), Voltaren XR (an antiarthritic),
Adalat CC (an antihypertensive) and Procardia XL (a medication for hypertension and angina). All
new products made an immediate impact on their respective markets. Particularly encouraging
were the performances of Biovail’s generic Voltaren XR, which by year-end had achieved market
share in excess of 50%, and the 30mg dosage of generic Adalat CC, which had gained a 26%
share of the total market for these products. Both products are marketed by Biovail’s U.S. generic

marketing partner Teva Pharmaceuticals USA, Inc.
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In addition to marketing its own products, Biovail also generates revenue through the licensing
of products and technologies to select pharmaceutical companies. In mid 2000, the first product
utilizing Biovail’s patented FlashDose technology was launched in the U.K. by Boots Healthcare
International. The product is a unique new formulation of ibuprofen marketed under the Nurofen
brand, the U.K.’s best selling pain reliever. Called Nurofen Meltlets, this formulation is designed
to “melt in the mouth” and can be taken anywhere, without water. Initial sales have exceeded
original expectations and the product has subsequently been launched in Australia. The success
of Nurofen Meltlets, which is manufactured by Biovail, is a validation of the scientific and com-

mercial potential of the Company’s FlashDose technology.

Canadian Sales Success

A significant source of revenue for Biovail is through direct sales of its own and in-licensed
pharmaceutical products. Crystaal, the Company’s Canadian sales division markets a select
portfolio of products to the country’s health professionals. Key products in Crystaal’s portfolio
include Tiazac®, the thrombolytic agent Retavase and the advanced antidepressant Celexa.

Crystaal’s portfolio was expanded in the past year through the acquisition of exclusive Canadian
marketing rights to Ampligen for the treatment of Chronic Fatigue Immune Deficiency Syndrome
and the cardio-selective beta-blocker Monocor, indicated for mild to moderate hypertension.
Crystaal markets six products, and a number of new products currently in the approval or late
development stage are scheduled to be added within the next two years.

In many ways, 2000 marked a breakthrough year for Crystaal. Key marketing relationships were
expanded, especially in cardiology, and an efficient distribution network established. Market revenues
for the year reached C$75 million, an increase of more than 180% from 1999. This increase in sales

is especially impressive when compared to the 10% industry sales growth average in Canada.

In fact, Crystaal is one of the top 20 pharmaceutical companies in Canada according to sales
rankings and is one of the fastest growing Canadian branded pharmaceutical companies — a feat
achieved within five years of its formation. Led by a dynamic new management team, Crystaal is
pursuing an aggressive growth strategy with a target of C$200 million in market revenues by the
end of 2003.

A Bold Step Forward
In the fourth quarter of 2000, Biovail acquired DJ Pharma, a privately held U.S.-based speciality
pharmaceutical sales and marketing operation. This acquisition marked both the largest single

expansion in the Company’s history and a major commitment to its future direction and prosperity.
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At the time of acquisition, DJ Pharma employed approximately 300 experienced pharmaceutical
sales representatives detailing health professionals and institutions across the U.S., and had
built a solid reputation as an aggressive, successful and rapidly expanding marketing operation.
In addition to a trained, experienced sales force, Biovail gained invaluable management expertise,
a U.S.-wide marketing infrastructure and a revenue stream from existing in-licensed products
from leading international pharmaceutical companies including Schering-Plough Corporation, Eli
Lilly & Company and Abbott Laboratories.

This acquisition enabled Biovail to quickly and efficiently establish a high calibre U.S. pharma-

ceutical marketing division to complement Crystaal in the Canadian market.

Subsequently integrated into the Company as Biovail Pharmaceuticals, Inc., this new operation
moves the Company closer to a means of maximizing the revenue and profit potential of branded

products developed through the Company’s NDA pipeline.

The Company’s objective is to continue to build Biovail Pharmaceuticals through the strategic
expansion of the sales personnel and resources required to optimize the significant opportuni-
ties offered by the lucrative and growing U.S. pharmaceutical market and Biovail’s expanding

product portfolio.

Building For Success

A key component of Biovail’s future success is the ongoing strength of its product pipelines. As
such, the Company continues to devote the necessary resources to research and development.
Biovail currently has state-of-the-art R&D facilities in the U.S., Canada and Ireland and employs

leading experts on controlled-release drug delivery technology.

Biovail continues to move products through both its ANDA and NDA product pipelines. At
year-end, the Company had a number of ANDA products awaiting approval or in late stage
development. In addition, three additional ANDA products were filed for approval with the U.S.
Food and Drug Administration in the first week of 2001. These include generic versions of Adalat
CC 90mg, Procardia XL 90mg and the anti-epileptic medication Tegretol in a 400mg dosage.

The Company also maintains a productive pipeline of NDA, or branded, products. Biovail’s strat-
egy in this area is to target successful medications in key chronic conditions that are currently
available in immediate-release, multiple daily dose form and develop proprietary once-daily

formulations which offer therapeutic advantages over the currently marketed products.
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Among the NDA products in advanced, or Phase Ill, clinical trials are once-daily controlled-release
formulations of tramadol, a leading product for the treatment of moderate to moderately severe
pain syndromes, and a once-daily controlled-release version of buspirone, used in the treatment
of generalized anxiety disorders. The Company is also in late stage development of three
additional novel once-daily products for hypertension/angina, attention deficit and hyperactivity

disorder, and diabetes.

Also in 2000, Biovail completed its development of a novel controlled-release formulation of the
advanced anti-depressant Celexa for H. Lundbeck A/S, the developer of the product. Belonging to
a new class of medications called selective serotonin reuptake inhibitors, or SSRI’s, Celexa is sold
around the world and has been the best selling anti-depressant in eight countries. H. Lundbeck
A/S has initiated Phase Il trials with the new formulation. Biovail has world-wide manufacturing

rights and will generate revenues from future sales of this product upon commercialization.

Integrated Services
As part of its integrated strategy, Biovail operates significant and successful contract
research and manufacturing operations.

Based in Toronto, Biovail’s Contract Research Division (CRD) provides bioanalytical, biopharma-
ceutic and statistical analysis services, as well as the services of two fully equipped live-in study
clinics, to the pharmaceutical industry. The division also provides similar services to Biovail.

The Contract Research Division operated at record levels in 2000, recording an increase in

excess of 40% in bed nights and sample analysis.

In the first quarter of 2000, the Company significantly expanded its manufacturing capabilities
with the acquisition of a fully FDA approved cGMP pharmaceutical manufacturing plant in Dorado,

Puerto Rico from McNeil Pharmaceuticals, a division of Johnson and Johnson, Inc.

The new 120,000 square foot Dorado plant is expected to be fully operational by the end of 2001
and joins the Company’s existing 23,000 square foot manufacturing facility in Carolina, Puerto
Rico and a state-of-the-art 75,000 square foot plant in Manitoba, Canada. This addition provides
Biovail with the capacity to meet anticipated future demands for the manufacture of its own and

in-licensed products.
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Product Portfolio

Product

Indication

Partner Status

Current Status

BRANDED

Developmental Portfolio

Buspirone 1 Anxiety, Depression Partnering Opportunity
Bupropion 1 Depression, Smoking Cessation Partnering Opportunity
Metformin 1 Diabetes Partnering Opportunity
Tramadol 1 Chronic Pain Partnering Opportunity
Citalopram 1 Depression H. Lundbeck A/S

Cardizem® XL 1 Hypertension/Angina Partnering Opportunity

Phase Il
Under Development
Under Development
Phase Il
Phase Il
Approved

Biovail Pharmaceuticals

Keftab 3 Skin and Soft Tissue Infections Eli Lilly & Company
Cedax 3 Respiratory Infections Schering-Plough Corporation
Rondec 3 Respiratory/Allergy Abbott Laboratories
Dura-Vent 3 Respiratory/Allergy Elan Corportion plc.

Commercialized
Commercialized
Commercialized
Commercialized

Crystaal Products

Tiazac® 1,2 Hypertension, Angina N/A

Retavase 3 Acute Myocardial Infarction Centocor, Inc.

Celexa 3,5 Depression Lundbeck Canada Inc.
Brexidol 3 Acute Pain Chiesi Farmaceutici S.p.A.
Cardiac STATus 3 Diagnosis of Myocardial Infarction Spectral Diagnostics Inc.
Monocor 3 Hypertension, “C.H.F.” Wyeth Ayerst Canada Inc.
Corlopam 3,4 Hypertension Elan Corporation plc.
Attenade 3,4 Attention Deficit-Hyperactivity Disorder Celgene Corporation
Ampligen 3,4 Chronic Fatigue Syndrome Hemispherx Biopharma, Inc.
Fibrostat 3,4 Surgical Scars and Burns Procyon BioPharma Inc.

Commercialized
Commercialized
Commercialized
Commercialized
Commercialized
Commercialized
Under Development
Phase Il

Under Development
Under Development

GENERIC PRODUCTS

Trental 1 Peripheral Vascular Disease Teva Pharmaceuticals USA Inc. Commercialized
Cardizem® CD 1 Hypertension/Angina Teva Pharmaceuticals USA Inc. Commercialized
Verelan 1,3 Hypertension/Angina Teva Pharmaceuticals USA Inc. Commercialized
Voltaren XR 1 Arthritis Teva Pharmaceuticals USA Inc. Commercialized
Adalat CC 1,3 Hypertension/Angina Teva Pharmaceuticals USA Inc. Commercialized
Procardia XL 1 Hypertension/Angina Teva Pharmaceuticals USA Inc. Commercialized
Dilacor XR 1 Hypertension/Angina Teva Pharmaceuticals USA Inc. Regulatory Review
Tegretol 1 Epilepsy Teva Pharmaceuticals USA Inc. Regulatory Review
1 Developed by Biovail.

2 Tiazac® is also promoted and distributed in the U.S. by Biovail’'s licensee Forest Laboratories Inc.

3 In-licensed from partner.

4 Being developed by a Biovail partner.

5 Co-promoted with Lundbeck Canada Inc.

N.B. Biovail has also developed 11 additional products that have been successfully commercialized by various licensee
in numerous world markets.
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Biovail's performance during 2000 was
highlighted by significant financial accomplish-
ments including record revenues
and earnings fueled by increased product sales
and income from research and development,
contract research and manufacturing operations.
These aCCOMPlishments combined
with acquisitions of a U.S. sales and marketing
organization and an internationally successful

pharmaceutical product line position the Company

for future, SUStainable growth.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations
In accordance with U.S. generally accepted accounting principles

(All dollar amounts expressed in U.S. dollars)

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) should be read
in conjunction with the audited consolidated financial statements and notes. As of January 1, 2000, we began to prepare and
report our consolidated financial statements and our MD&A in accordance with U.S. generally accepted accounting principles
(“GAAP”). Prior to the current year, we prepared and reported our consolidated results in accordance with Canadian GAAP.
Audited consolidated financial statements and MD&A in U.S. dollars and in accordance with Canadian GAAP are made available

to all shareholders and filed with various regulatory authorities.

Our decision to provide U.S. GAAP consolidated financial results was driven by our desire to make it easier for the majority of our
shareholders to assess our financial performance by using accounting rules that are more familiar to these shareholders. This pre-
sentation is also consistent with the presentation of financial results of most of our industry customers and competitors.

Pursuant to shareholder consent, our common shares twice split on a 2 for 1 basis during 2000, first in January and again in
October. All share and per share amounts in this MD&A, and in the audited consolidated financial statements, have been retro-
actively adjusted to give effect to the stock splits.

Overview

During 2000, through strategic business acquisitions and internal growth, we made significant progress towards becoming a fully
integrated pharmaceutical company, while maintaining our focus on the development of drugs utilizing our advanced controlled-
release, rapid dissolve, enhanced absorption and taste masking technologies. Our successes during the year include the completion
of securities offerings that raised gross proceeds of approximately $400 million, and provided the necessary capital to pursue our
growth strategy. Our acquisition of DJ Pharma, Inc. (“DJ Pharma”), gives us a base of product revenues, and an experienced pharma-
ceuticals sales force and infrastructure in the United States to complement our Crystaal sales and marketing operation in Canada.
Our combined North American sales force will be engaged in the marketing, promotion and distribution of our existing proprietary
and in-licensed products, as well as DJ Pharma’s product portfolio and the Cardizem® product line that we purchased from Aventis
Pharmaceuticals Inc. (“Aventis”). In the future, we intend to direct market the branded products that are currently in our develop-
ment pipeline, the potential of which we are now able to fully exploit following our acquisition of Intelligent Polymers Limited
(“Intelligent Polymers”).

Our revenues are derived from sales of pharmaceutical products, providing research and development services, and from royalties
and license fees. Product sales include sales of products developed and manufactured by us for our licensees, direct marketing in
Canada and the United States of proprietary and in-licensed products, and revenue derived from product co-promotion. Research
and development revenues relate to product development activity on behalf of third parties, and pharmaceutical contract research
services. Royalties primarily arise on sales of the products we developed. License fees are derived from the license of our tech-
nologies or product rights.

The following MD&A reflects the adoption of the Securities and Exchange Commission’s (“SEC”), Staff Accounting Bulletin No. 101
(“SAB 101"), “Revenue Recognition in Financial Statements”, retroactively applied to January 1, 2000, as required. Accordingly, we
have changed our revenue recognition accounting policy for up-front research and development, product license and certain other
fees. Historically, we had recognized these fees as revenue when all the conditions to payment had been met, and there were no
further performance contingencies or conditions to our receipt of payment. These fees were generally not creditable against
future payments. At January 1, 2000, the cumulative effect of the change in accounting principle on prior years resulted in a charge
of $43.5 million, which is included in the net loss for the period. Of this amount, $9.3 million is included in revenue for the
period. The remaining cumulative effect adjustment has been recorded as deferred revenue. Pro forma total revenues for 1999
and 1998, assuming that SAB 101 had been applied retroactively to January 1, 1998, would have been $161.1 million and
$97.7 million, respectively.

25



Biovail Corporation 2000 Annual Report
Management’s Discussion and Analysis of Financial Condition and Results of Operations

Business Acquisitions

2000 Acquisitions

Intelligent Polymers

In July 1997, we formed Intelligent Polymers to fund the development of once-daily controlled-release branded generic products for
chronic disease states, such as anxiety, depression, pain management, and diabetes. In September 1997, we concluded a develop-
ment and license agreement with Intelligent Polymers, whereby we would develop the products on their behalf. Through an initial pub-
lic offering in October 1997, Intelligent Polymers raised net proceeds of $69.5 million that were used to make payments for our devel-
opment activities, which included formulation development, toxicology studies, clinical testing, and the pursuit of regulatory approvals.

In December 1999, we exercised our option to acquire the rights to the generic version of Procardia XL, that we developed on behalf
of Intelligent Polymers, for $25 million. As required under GAAP, the right to Procardia XL was written-off as acquired research and
development in 1999 since at the time of acquisition the product had not received regulatory approval from the U.S. Federal Drug
Administration (“FDA”), and had no alternative future use.

We, as holder of all the special shares of Intelligent Polymers, had an option to purchase all of Intelligent Polymers’ common shares
at pre-established prices on or before September 30, 2002. On September 29, 2000, we sold all of our special shares of Intelligent
Polymers to IPL Acquireco 2000 Ltd. (“IPL Acquireco”), in exchange for 12,000 non-voting common shares of IPL Acquireco, valued
at $12,000. In addition, we invested $141.5 million in non-voting Class A shares of IPL Acquireco. On the same date, IPL Acquireco,
as holder of the special shares of Intelligent Polymers, consummated the purchase of all the issued and outstanding common
shares of Intelligent Polymers and thereby Intelligent Polymers became a wholly-owned subsidiary of IPL Acquireco. Following its
acquisition by IPL Acquireco, Intelligent Polymers took over the development of its products, including directly contracting with, and
making payments to, third parties.

On December 29, 2000, we exercised our option to purchase all the voting common shares of IPL Acquireco for a total redemption
price of $6.8 million. Upon the acquisition of IPL Acquireco, we repaid the bank credit facility of Intelligent Polymers, which amounted
to $56.6 million. Accordingly, the total consideration for the acquisition of IPL Acquireco, including the value of the Class A and spe-
cial shares, was $204.9 million. Included in the net liabilities of Intelligent Polymers assumed, was the right to a cardiovascular
product valued at $5 million.

As a result of this transaction, we recorded a charge for acquired research and development of $208.4 million, as required under
GAAP. At the date of acquisition, the products under development were in various stages of completion, had not reached techno-
logical feasibility, and had no known alternative uses. The efforts required to complete the products in development include the
completion of the development stages of the products, clinical-trial testing, FDA approval, and commercialization. The principal risks
relating to the products in development are the outcomes of the formulation development, clinical studies and regulatory filings. At
the date of acquisition, none of the products had been submitted for approval with the FDA. Since pharmaceutical products cannot
be marketed without regulatory approvals, we will not receive any benefits unless regulatory approval is obtained.

Cardizem® Products

On December 28, 2000, we acquired the North American rights to the Cardizem® product line (the “Cardizem® Products”) from
Aventis. Cardizem® is a leading calcium channel blocker prescribed for the treatment of hypertension and angina. We acquired all
the intangible assets associated with the products including the patents, regulatory files, trademarks, manufacturing know-how,
copyrights and other intellectual property. We will pay Aventis total consideration of $409.5 million, of which $239.5 million was
paid at closing. The remaining $170 million will be paid equally over the four quarters of 2001, and has been appropriately dis-
counted for valuation purposes. We obtained beneficial rights to and interest in the Cardizem® Products effective December 31,
2000, and will obtain full legal rights and title on December 31, 2001. Accordingly, we will begin to recognize the financial benefits
of this acquisition in 2001. The acquisition of the Cardizem® Products has been accounted for under the purchase method. The pur-
chase price has been allocated entirely to intangible assets, which will be amortized over their estimated useful lives of twenty years.
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This acquisition gives us a well-established brand name and is expected to contribute to our growth strategy in a number of ways, such as:

. We expect the acquisition of the Cardizem® Products to generate incremental product sales revenue of approximately $140 million
to $160 million in 2001, a level that reflects the decline in sales of the Cardizem® brand following genericization in 1999

. We have expanded our portfolio of products offered in both Canada and United States, which in turn reduces our reliance
on any particular product

. We intend to capitalize on the competitive advantage of the Cardizem® brand name by attaching it to our improved once-daily
diltiazem product, to be named Cardizem® XL, which is expected to be launched in 2002

. We believe this acquisition effectively leverages our existing sales and marketing infrastructure in Canada through Crystaal,
and in the United States through DJ Pharma

In order to achieve an orderly changeover of the Cardizem® Products from Aventis to ourselves, we have entered into a number of tran-
sitional agreements with Aventis. Aventis will continue to manufacture, supply and provide distribution services for a specified period.

DJ Pharma (renamed Biovail Pharmaceuticals Inc.)

On October 6, 2000, we acquired DJ Pharma, a pharmaceutical sales and marketing company with approximately 300 sales
representatives. DJ Pharma was organized to market and sell patented and branded generic prescription pharmaceutical products
for the treatment of respiratory and allergy conditions, and for skin and soft tissue infections. DJ Pharma obtained the rights to the
Keftab, Dura-Vent and Rondec product lines from Dura Pharmaceuticals, Inc. (“Dura”), and has the exclusive rights to sell and
market Schering Corporation’s antibiotic Cedax in the United States. The purchase price was $165.1 million including costs of
acquisition, plus the assumption of $34.2 million of debt. We have accounted for the acquisition of DJ Pharma under the purchase
method. The net assets of DJ Pharma acquired included a provision for restructuring costs of $1.6 million, including $1.3 million
for the termination of employees. The assets, liabilities, revenue and expenses of DJ Pharma have been included in our consoli-
dated financial statements since October 6, 2000.

As a result of this acquisition, we obtained the rights to the Keftab, Dura-Vent, Rondec and Cedax products valued using a income
approach at $130.5 million, which will be amortized over their estimated useful lives of ten or twenty years. We also obtained a
trained workforce and infrastructure that has been valued using a cost approach at $5.2 million, with an expected useful life of six
years. Goodwill arising on the acquisition of DJ Pharma was valued at $70.5 million, and will be amortized over its estimated
useful life of twenty years. Subsequent to the acquisition date, we agreed with Dura to repay the debt assumed and to settle all
remaining license obligations. In doing so we obtained full ownership of the Dura-Vent and Rondec product lines, and were assigned
the license to the Keftab product line.

The acquisition of DJ Pharma was significant to our strategy of becoming a fully integrated pharmaceutical company. Prior to the
acquisition of DJ Pharma, we had no direct access to the United States market and were reliant on our marketing partners. With
the acquisition of DJ Pharma we are strengthened in a number of ways, such as:

. We obtained an existing sales force to complement our Canadian Crystaal operation, thereby giving us direct control over
our marketing efforts throughout North America

. We gained immediate access to an existing revenue stream from DJ Pharma’s portfolio of products

. We enhanced the value of our branded product pipeline through our ability to direct market, and thereby retain a larger
percentage of the profit

. We have greater ability to in-license and market products for third parties

. We have increased our bargaining power in the out-licensing of products

In short, this acquisition dramatically enhances the value of our product pipeline and provides an infrastructure upon which we can

expand and grow to meet our increasing portfolio of products. In fact, we see a near term need to expand the DJ Pharma sales force
to capitalize on the acquisition of the Cardizem® Products, particularly once we begin to market our Cardizem® XL product in 2002.
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1999 Acquisition

Fuisz Technologies Ltd. (renamed Biovail Technologies Ltd.)

On November 12, 1999, we acquired Fuisz Technologies Ltd. (“Fuisz”) in order to enhance our available drug delivery technologies.
Fuisz is engaged in the development, manufacturing and commercialization of a wide range of drug delivery, nutraceutical and food
ingredient products utilizing its proprietary CEFORM®, SHEARFORM® and other drug delivery technologies (“FlashDose”).

The total consideration paid for Fuisz consisted of $75.6 million in cash, and common shares worth $88.2 million. In addition, we
incurred costs related to the acquisition of $7.3 million in 1999, and an additional $17.3 million in 2000. We accounted for the
acquisition of Fuisz as a step acquisition under the purchase method. The net assets of Fuisz acquired included a provision for
restructuring costs of $13.6 million, including $11.3 million for the settlement of contracts, and $1.3 million for the termination of
employees. Certain operations of Fuisz were not considered strategic to our business plans, and accordingly were sold. We did not
recognize any gain or loss on these transactions, because these operations were included at fair value in the purchase price allo-
cation on November 12, 1999.

In our 1999 consolidated financial statements, we recognized a $58.4 million equity loss reflecting 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, which included a $56.8 million charge for acquired research and development. The assets, liabilities, revenue
and expenses of Fuisz have been included in our consolidated financial statements since November 12, 1999.

Under GAAP, the acquisition of Fuisz resulted in a total charge of $137.5 million for acquired research and development. As at the date
of acquisition, Fuisz was involved with seventeen product development projects, which were in various stages of completion, none of
which had received regulatory approval, and were considered to have no alternative future use other than for the therapeutic indica-
tions for which they were being developed. Accordingly, the technological feasibility of the projects was not established at the acquisi-
tion date and was considered to be research and development. The work remaining to complete the products in development involved
on-going formulation, bioequivalency, safety and efficacy studies and the submission of regulatory filings to seek marketing approvals.
The principal risks relating to the acquired technology were the outcomes of such clinical trials and our ability to negotiate acceptable
commercial terms with the pharmaceutical companies developing the products. As pharmaceutical products cannot be marketed with-
out regulatory approvals, we will not receive any benefits from these products unless this approval is obtained.

In April 2000, one of the products under development at the time of acquisition received approval from the Medical Control Agency
in the United Kingdom. The product, a FlashDose form of ibuprofen, represents the first commercial introduction of a product
utilizing the Fuisz drug delivery technology. We are manufacturing the product, under the name Nurofen Meltlets, for Boots
Healthcare International.

Results of Operations

Total revenue in 2000 was $309.2 million, an increase of 79% from $172.5 million in 1999 which, in turn, was 54% higher than
1998 total revenue of $111.7 million. The net loss in 2000 was $148.0 million, or a diluted loss per share of $1.16, compared
to the 1999 net loss of $110.0 million, or a diluted loss per share of $1.07, and the 1998 net income of $41.6 million, or
diluted earnings per share of $0.38.

The results for 2000 include charges of $208.4 million for acquired research and development, as a result of the acquisition of
Intelligent Polymers, $20.0 million for the premium paid to extinguish our 10 7/8% U.S. Dollar Senior Notes (the “Senior Notes”),
and $43.5 million for the cumulative effect of the adoption of SAB 101, offset by $9.3 million of the cumulative effect adjustment
recognized in 2000 revenue. The results for 1999 include a charge of $105.7 million for acquired research and development, aris-
ing from the Fuisz acquisition and the purchase of Procardia XL from Intelligent Polymers, an equity loss in Fuisz of $58.4 million,
and a net gain on the disposal of long-term investments of $1.9 million. Excluding the effects of these charges, net income and
diluted earnings per share for 2000 would have been $114.7 million and $0.80, respectively, and net income and diluted earnings
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per share for 1999 would have been $52.2 million and $0.48, respectively. Excluding the effects of these charges, net income
and diluted earnings per share increased by 120% and 67%, respectively for 2000 compared to 1999, and by 25% and 26%,
respectively for 1999 compared to 1998.

Overall, our growth in 2000 was driven by the contribution from a number of new products in our generic portfolio, the inclusion of
DJ Pharma from October 6, 2000, and increased research and development activities undertaken for Intelligent Polymers prior to
September 29, 2000. We experienced a decrease in royalty and licensing revenues in 2000 compared to 1999 due to a decline in
licensing activity, as we implemented our strategy to direct market our branded products through our sales and marketing opera-
tions. Our growth in 1999 was attributable to higher Tiazac® sales and the launch of four products in Canada, more research and
development work done of behalf of third parties and Intelligent Polymers, and increased licensing activity.

Revenue

The following table displays, for each year indicated, the percentage of each source of revenue to total revenue, and the percent-
age change in the dollar amount of each source and the total as compared to the prior year.

Year Ended Percentage Change

2000 1999 1998 1999 1998

$000s % $000s % $000s % to 2000 to 1999

Product sales 224,996 72 99,526 58 69,154 62 126% 44%
Research and development 66,834 22 48,232 28 30,891 28 39% 56%
Royalty and licensing 17,340 6 24,706 14 11,612 10 (30%) 113%
Total revenue 309,170 100 172,464 100 111,657 100 79% 54%

Product sales
In 2000, product sales were $225.0 million, compared to $99.5 million in 1999, and $69.2 million in 1998. Product sales
comprised 72% of total revenue in 2000, compared to 58% and 62% in 1999 and 1998, respectively.

The 126% increase in product sales in 2000 compared to 1999, was due to the combination of further market penetration of our
Tiazac® brand, several successful generic product launches, and the incremental revenues from sales of DJ Pharma’s product port-
folio since October 6, 2000. Sales of our principal product Tiazac®, in the United States and Canada,

increased by 23% in 2000 compared to 1999, however as a percentage of total product sales,
Tiazac® declined to 38% in 2000 from 70% in 1999, as sales of our generic products and the inclu-
sion of DJ Pharma have reduced our dependence on this product. The growth in our generic product Revenue

sales was a combination of increased market share of products launched in 1999 including our in $ millions
generic versions of Cardizem CD, Trental and Verelan, and new product launches this year including 309
our generic versions of Voltaren XR, Adalat CC and Procardia XL. Our generic products are sold
through our marketing partner, Teva Pharmaceuticals USA, Inc. (“Teva”). Teva launched our generic
version of Voltaren XR in February 2000, following receipt of FDA approval. Adalat CC 30mg dosage 172
was launched in March 2000, which was six months earlier than scheduled as we had acquired the
exclusive marketing rights to Elan Corporation, plc’s (“Elan”) version of the drug in October 1999. In
September 2000, we obtained final FDA approval for Procardia XL 60mg dosage, and in December
2000, our Adalat CC 60mg dosage was approved by the FDA. Teva immediately launched both of
these products. In total, our sales of generic products increased by 265% over 1999, and repre-

sented approximately 40% of total product sales in 2000, compared to approximately 25% in 1999. 98 99 00
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Product sales in 1999 increased by 44% compared to 1998, attributable to strong sales of Tiazac® in the United States, through
our marketing partner Forest Laboratories Inc. (“Forest”), the launch of our generic versions of Cardizem® CD, Trental and Verelan,
and the additions of Brexidol, Retavase, Celexa and Cardiac STATus to the Crystaal portfolio.

Research and development
Research and development revenues were $66.8 million in 2000, compared to $48.2 million in 1999, and $30.9 million in 1998.
Research and development activities comprised 22% of total revenue in 2000, compared to 28% in both 1999 and 1998.

Research and development revenues increased by 39% in 2000 over 1999 which, in turn, were 56% higher than in 1998. The
increase over the past two years came largely from services rendered to Intelligent Polymers, which expanded as certain of the
products under development advanced from the formulation development stage to scale-up, and into clinical trials. After September
29, 2000, Intelligent Polymers took over the development of its products, and accordingly we did not earn any revenue from
Intelligent Polymers in the fourth quarter of 2000. We earned revenue of $52.9 million from Intelligent Polymers for the period
ended September 29, 2000, and $29.0 million and $8.5 million for 1999 and 1998, respectively. We also experienced year over
year increases in performance from our contract research facility, measured in terms of patient bed nights and blood samples ana-
lyzed. We also have agreements with Teva, covering the development of certain generic oral controlled-release products, and with
H. Lundbeck A/S, for a controlled-release formulation of the anti-depressant Citalopram.

Royalty and licensing
Royalty and licensing activities generated revenues of $17.3 million, $24.7 million and $11.6 million, in 2000, 1999 and 1998,
respectively. Royalty and licensing revenues comprised 6%, 14% and 10% of total revenue in 2000, 1999 and 1998, respectively.

The 30% decline in royalty and licensing revenue in 2000 compared to 1999, and conversely the 113% increase from 1998 to 1999,
was mainly due to licensing agreements entered into in 1999 with Mylan Pharmaceutical Inc. and Stada Arzneimittel AG covering
Verelan and Viazem, respectively. Royalty income increased to $14.5 million in 2000, compared to $9.3 million and $10.5 million
in 1999 and 1998, respectively. In the years presented, most of our royalties were derived from sales of Tiazac® to Forest. The
increase in 2000 reflects higher Tiazac® product sales, while the decline in 1999 compared to 1998 reflected reduced royalties on

Oruvail sales in the United States, where a competing generic product was introduced.

Operating Expenses
The following table displays, for each year indicated, the percentage of each expense item to total revenue, and the percentage

change in the dollar amount of each item and the total as compared to the prior year.

Year Ended Percentage Change

2000 1999 1998 1999 1998

$000s % $000s % $000s % to 2000 to 1999

Cost of goods sold 68,031 22 35,078 20 28,593 25 94% 23%
Research and development 52,659 17 33,130 19 17,490 16 59% 89%
Selling, general and administrative 58,088 19 38,727 23 20,271 18 50% 91%
Total expenses 178,778 58 106,935 62 66,354 59 67% 61%

Cost of goods sold and gross margins

Cost of goods sold was $68.0 million in 2000 compared to $35.1 million in 1999, and $28.6 million in 1998, reflecting increases
of 94% from 1999 to 2000, and 23% from 1998 to 1999. The year over year increases were the result of increased sales volumes
from new product launches and product acquisitions, and higher sales levels of existing products. As a percentage of total revenue,
cost of goods sold increased in 2000 compared to 1999 and declined compared to 1998, which reflects the trend in product sales

as a percentage of total revenue.
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Gross margins based on product sales in 2000, 1999 and 1998 were 70%, 65% and 59%, respectively. Our gross margins were
impacted year to year by sales volumes, pricing, product mix, and manufacturing volumes. The increase in gross margin in 2000
compared to 1999 reflected the significantly higher proportion of generic products in the overall mix, as these products can often
contribute higher margins than Tiazac®. As well, the inclusion of DJ Pharma’s directly marketed products had a positive impact on
the overall margin. The increase in gross margin in 1999 compared to 1998 was due in part to higher trade compared with sam-
ple sales of Tiazac® to Forest. Trade supplies are sold at a higher price than samples and have a lower cost due to less packaging
and labour. Also contributing to the improvement in 1999 were the launches of generic versions of Cardizem CD and Verelan.

Research and development

Research and development expense was $52.7 million in 2000 compared to $33.1 million in 1999
R h &
and $17.5 million in 1998. Research and development costs have increased significantly in dollar D:::f;;ment

terms, but have remained relatively constant as a percentage of total revenue, fluctuating between Expense

in $ millions

16% and 19%. The year over year increases primarily reflected higher costs associated with the devel-
opment of branded generic products on behalf of Intelligent Polymers, as these projects advanced into
later stages. We did not incur any costs on these projects in the fourth quarter of 2000, as Intelligent
Polymers took over the development of these products. The cost of providing these services to
Intelligent Polymers was $35.2 million for period ended September 29, 2000, and $19.8 million and
$6.7 million for the years ended December 31, 1999 and 1998, respectively.

Also contributing to the 59% increase in 2000 compared to 1999, and to a lesser degree to the 89%
increase from 1998 to 1999, was the inclusion of costs related to the development of FlashDose

products. We also incurred higher costs at our contract research facility in proportion to the
increased level of activity performed there for third party clients.

Selling, general and administrative

Selling, general and administrative expenses were $58.1 million, $38.7 million and $20.3 million in 2000, 1999 and 1998,
respectively. These expenses were 19% of total revenue in 2000, compared to 23% and 18% in 1999 and 1998, respectively. The
50% increase in selling, general and administrative expenses in 2000 compared to 1999 was mainly due to the acquisitions of,
and the related amortization expense associated with, DJ Pharma and Fuisz. The increase in selling, general and administrative
expenses arising from the acquisition of DJ Pharma and Fuisz was $22.0 million in 2000, and $3.6 million in 1999 relating only to
Fuisz. Excluding the incremental costs of these acquisitions, adjusted selling, general and administrative expenses would have been
approximately $36 million and $35 million in 2000 and 1999, respectively, and 1998 would be unchanged at $20.3 million.

Between 2000 and 1999, adjusted selling, general and administrative expenses remained relatively constant in dollar terms, but
declined as a percentage of revenue. This decline reflected a reduction in the compensation cost related to employee stock options,
due to amendments to our Stock Option Plan which, effective January 1, 2000, made the plan non-compensatory. In addition, in
December 2000 we entered into an agreement with Aventis to dismiss our lawsuit against them. Our lawsuit, which we initiated in
1998, alleged interference with our ability to market products that would compete with Cardizem® CD in the United States and
Canada. Under the terms of the agreement, Aventis reimbursed us for expenses we incurred during 2000 in pursuing the litigation,
and for other expenses incurred reasonably related to the litigation. A portion of these costs was included in selling, general and
administrative expenses. Accordingly, in the fourth quarter of 2000, we recorded the pertinent share of this reimbursement to reduce
selling, general and administrative expenses. We did not record any amount in excess of the expenses we had directly incurred dur-
ing 2000 related to this matter, nor did we receive any reimbursement for costs incurred during 1999, which has contributed to the

percentage decline, relative to revenue, of adjusted selling, general and administrative expenses between the two years.

The increase in adjusted selling, general and administrative expenses in 1999 compared to 1998 was due in part to a higher com-
pensation cost related to employee stock options, reflecting a year over year increase of approximately 150% in our underlying
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share price, between 1998 and 1999. Also contributing to the increase in 1999 was the expansion of our sales force at Crystaal
and higher advertising and promotion expenditures associated with the launch of Brexidol, Retavase, Celexa and Cardiac STATus.

Acquired Research and Development

As discussed, in 2000 we incurred a one-time charge for acquired research and development of $208.4 million as a result of our
acquisition of Intelligent Polymers. In 1999, as a result of our acquisition of Fuisz, we incurred a one-time charge for acquired
research and development of $137.5 million of which $56.8 was included in the equity loss, and we expensed the $25 million paid
to Intelligent Polymers for Procardia XL. Under GAAP, acquired research and development having no alternative future use must be
written-off at the time of acquisition.

Non-Operating Items

Interest income and expense

Interest income was earned on our investment portfolio, which is comprised of high-grade commercial paper and U.S. government
treasury bills. For the period from November 1998 to March 2000, interest expense was primarily related to our Senior Notes. Prior
to this time, interest expense related to bank borrowings, which were repaid using the proceeds from the Senior Notes offering. In
March 2000, we redeemed our Senior Notes using the proceeds from our concurrent offering of common shares and 6.75%
Convertible Subordinated Preferred Equivalent Debentures (the “Debentures”), and accordingly interest expense since this time pri-
marily related to the Debentures.

Net interest income of $3.0 million in 2000 compares to net interest expense of $9.2 million and $1.7 million in 1999 and 1998,
respectively. Net interest income in 2000 reflects an increase in the average size of our investment portfolio following the concur-
rent offering, and prior to our acquisitions of Intelligent Polymers, the Cardizem® Products, and DJ Pharma. Interest expense in
1999 increased significantly from 1998 due to the inclusion of a full year of interest on the Senior Notes.

Gain on disposal of long-term investments

In 1999, we disposed of certain long-term investments, which we had acquired in 1998, for a net gain of $1.9 million.

Provision for income taxes

Our tax rate was affected by the relative profitability of our operations in various foreign tax jurisdictions. We recorded provisions
for income taxes of $9.4 million, $4.2 million and $2.0 million in 2000, 1999 and 1998, respectively. These provisions reflected
effective tax rates on income before taxes, excluding non-deductible amounts, of approximately 7%, 6% and 4% in 2000, 1999 and
1998, respectively. The effective tax rate reflected that most of our income was derived from foreign subsidiaries with lower statu-
tory tax rates than those that apply in Canada. The benefit of tax losses historically incurred by our Canadian operations has not
been recognized for accounting purposes to date. With our acquisitions of DJ Pharma and Fuisz we have experienced some upward
movement in our effective tax rate, as these operations earn income predominately in the United States.

Extraordinary item

The total consideration paid to repurchase our Senior Notes was $141.0 million of which $16.0 million was an inducement premi-
um to the holders. As a result of this transaction, we replaced our high yield debt with convertible debt at a significantly lower cost
of borrowing. The extraordinary item reported in 2000 includes the premium paid, and $4.0 million of deferred financing costs asso-
ciated with the Senior Notes that were written-off.
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EBITDA

EBITDA, defined as earnings before interest, taxes, depreciation and amortization, and excluding EBITDA
acquired research and development, equity loss, and net gains, was $151.9 million, $74.4 million, in $ millions

and $50.3 million in 2000, 1999 and 1998, respectively. 152
Goodwill and Intangible Assets

The increase in goodwill from $31.8 million at December 31, 1999 to $103.1 million at December
31, 2000, reflected the acquisition of DJ Pharma. The increase in intangible assets to $667.4 mil-
lion at December 31, 2000 from $45.5 million at December 31, 1999, primarily reflected the acqui-
sition of the Cardizem® Products valued at $406.1 million, and the value assigned to the DJ Pharma
product portfolio of $154.1 million. In addition, under amendments to our marketing agreement with

Elan for Adalat CC 30mg, we have agreed to make minimum license payments to Elan over six years

in the aggregate amount of $73.5 million, which we have capitalized at the discounted value of
$64.7 million.

We review long-lived assets for impairment whenever events or changes in circumstance indicate that the carrying amount of the
assets may not be recoverable. In doing so, we compare the carrying amount to the related, estimated undiscounted future net

cash flows.

Liquidity and Capital Resources

At December 31, 2000, we had cash and cash equivalents of $125.1 million compared to cash, cash equivalents, and short-term
investments of $232.7 million at December 31, 1999. In December 2000, we arranged a $300 million revolving term Senior
Secured Credit Facility (the “Credit Facility”) that, subject to certain covenants, permits us to borrow funds for general corporate
purposes including acquisitions. At December 31, 2000, we had borrowed $210 million from the Credit Facility to finance the ini-

tial payment for the Cardizem® Products.

At December 31, 2000, we had total long-term obligations of $438.7 million, including the current portion thereof. Long-term
obligations consisted of the $210 million drawn on the Credit Facility, $161.8 million discounted amount owing to Aventis for the
Cardizem® Products, $58.1 million owing to Elan under the amended Adalat CC 30mg marketing agreement, and $8.8 million
of other obligations. At December 31, 1999, we had $137.5 million of long-term obligations, including $125 million of our
Senior Notes.

Also at December 31, 2000, we had $300 million of Debentures outstanding, which are due March 31, 2025. The Debentures are
convertible at any time into our common shares at $30.337 per common share, and may be redeemed at our option beginning on
March 31, 2003 at prescribed redemption prices. We have the special right to redeem the Debentures if the trading price of our
common shares equals or exceeds $45.505 on the New York Stock Exchange for a specified period, subject to certain restrictions.
Interest on the Debentures is payable quarterly in arrears. Subject to certain conditions, we have the right to defer the payment of
interest for up to twenty consecutive quarters. Interest and principal are payable in cash or, at our option, using the proceeds from
the sale of our common shares or other equity securities.
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At December 31, 2000, our working capital ratio was 0.9:1 compared to 4.6:1 at December 31,
1999. This decline was primarily due to lower cash, cash equivalents and short-term investment

Cash Flows from balances, and an increase in the current portion of long-term obligations resulting from our acquisi-

_Op:'a_tl':"s tion of DJ Pharma and Intelligent Polymers for cash consideration, and our obligation to Aventis for
n millions

the Cardizem® Products, which is payable in 2001.
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Cash provided by operating activities, after changes in non-cash operating items, was $102.5 mil-
lion in 2000 compared to $52.0 million and $52.4 in 1999 and 1998, respectively. This increase
reflected net income, after adjustments for non-cash items, of $149.7 million in 2000 compared to
$43.7 million and $48.8 million in 1999 and 1998, respectively. We had a net increase in non-cash
operating items of $47.2 million in 2000, compared to a decline of $8.3 million in 1999, and $3.6
million in 1998.

Net cash used in investing activities was $582.3 million, $104.4 million and $33.0 million in 2000,
1999 and 1998, respectively. Additions to property, plant and equipment were $15.8 million, $7.8

million and $3.9 million in 2000, 1999 and 1998, respectively, and primarily related to the expan-

sion of our manufacturing facilities. Business acquisitions, net of cash acquired, totaled $622.1 mil-
lion in 2000 consisting of $239.7 million for the Cardizem® Products, $202.4 million for Intelligent Polymers, $162.8 million for DJ
Pharma, and $17.3 million of additional consideration paid for Fuisz, compared to $43.7 million in 1999 which was entirely relat-
ed to Fuisz. We acquired the remaining rights to the Dura-Vent, Keftab and Rondec products, and other product rights for $27.8 mil-
lion in 2000, and we acquired product rights and royalty interests for $13.3 million and $19 million in 1999 and 1998, respec-
tively. The net activity in short-term investments provided cash of $65.9 million in 2000, and used $54.7 million in 1999. In 2000,
as our short-term investments matured we converted them into cash equivalents with original maturities of 90 days or less. Cash
expended on long-term investments was $2.5 million and $10.0 million in 2000 and 1998, respectively, and cash received on the
disposal of long-term investments was $12.0 million in 1999. In 2000, we received proceeds of $20 million on the disposal of
Clonmel Healthcare Limited, a subsidiary of Fuisz. We received cash from the repayment of Executive Stock Purchase Plan loans
of $3.1 million in 1999.

Net cash provided by financing activities was $427.1 million, $151.9 million and $50.7 million in 2000, 1999 and 1998, respec-
tively. Net proceeds from the concurrent offering in March 2000 were $95.3 million from the issue of common shares, and $288.8
million from the issue of Debentures. A portion of these proceeds was used to repurchase our Senior Notes for $141.0 million,
which we issued in 1998 for net proceeds of $120.4 million. In October 1999, we completed an equity offering for net proceeds
of $246.1 million. Proceeds from issue of common shares on the exercise of stock options and through our Employee Stock
Purchase Plan were $14.3 million, $7.6 million and $3.9 million in 2000, 1999 and 1998, respectively. We repurchased common
shares on the open market, under our share repurchase program, for $30.6 million and $72.1 million in 1999 and 1998,
respectively. We received proceeds of $6.0 million on the exercise of warrants in 2000. We collected $2.3 million, $4.0 million
and $1.2 million of the warrant subscription receivable in 2000, 1999 and 1998, respectively. We borrowed $210 million from our
Credit Facility, and paid $3 million in arrangement fees. In 2000, we repaid the debt assumed on the acquisition of DJ Pharma and
other long-term obligations of $45.6 million. In 1999, we repaid the debt assumed on the acquisition of Fuisz and other long-term
obligations of $75.2 million. In 1998, the net repayments of other long-term obligations totaled $2.7 million.

Overall, our cash and cash equivalents decreased by $52.9 million in 2000, and increased by $99.8 million and $70.0 million in
1999 and 1998, respectively.

In February 2000, we entered into an agreement to acquire a pharmaceutical manufacturing facility located in Dorado, Puerto Rico.
This acquisition closed in January 2001, at which time we paid the remaining purchase price of $10 million.
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We believe we have adequate capital resources and sources of financing to support our ongoing operational and interest require-
ments, investment objectives, and to meet our obligations as they become due. We believe we will be able to raise additional
capital, if necessary, to support our objectives.

Market Risk

Market
We are exposed to financial market risks, including changes in foreign currency exchange rates, Capitalization

interest rates on investments and debt obligations and equity market prices on long-term invest- in $ billions 5.4

ments. We do not use derivative financial instruments for speculative or trading purposes.

Inflation has not had a significant impact on our results of operations.

Foreign currency risk

We operate internationally, however a substantial portion of our revenue and expense activities and
capital expenditures are transacted in U.S. dollars. Our only other significant transactions are in 0.9
Canadian dollars, and we do not believe we have a material exposure to foreign currency risk
because of the relative stability of the Canadian dollar in relation to the U.S. dollar. A 10% adverse

; ) ) . 98 99 00
change in foreign currency exchange rates would not have a material effect on our consolidated

results of operations, financial position, or cash flows.

Interest rate risk

The primary objective of our investment policy is the protection of principal, and accordingly we invest in high-grade commercial
paper and U.S. government treasury bills with varying maturities, but typically less than 90 days. External independent fund admin-
istrators manage our investments. As it is our intent and policy to hold these investments until maturity, we do not have a materi-
al exposure to interest rate risk. Therefore, a 100 basis-point adverse change in interest rates would not have a material effect on
our investment portfolio.

We are exposed to interest rate risk on borrowings from our Credit Facility. The Credit Facility bears interest based on LIBOR, U.S.
dollar base rate, Canadian dollar prime rate, or Canadian dollar Bankers’ Acceptances. Based on projected advances under the
Credit Facility, a 100 basis-point adverse change in interest rates would increase interest expense by approximately $2 million on
an annual basis. This risk is mitigated by our ability, at our option, to lock in a rate of interest for a period of up to one year.

The interest rate on our Debentures is fixed and therefore not subject to interest rate risk. Likewise, the imputed rate of interest
used to discount our long-term obligations to Aventis and Elan is fixed and therefore not subject to interest rate risk.

Equity market price risk

We are exposed to equity market price risks on our long-term, available-for-sale investments in traded companies. We do not hold
significant investments in these types of securities, and therefore our equity market price risk is not material. Therefore, a 10%
adverse change in equity market prices would not have a material effect on our financial position.

Recent Accounting Developments

In 1998, the Financial Accounting Standards Board issued Statement of Financial Accounting Standard (“SFAS”) No. 133,
“Accounting for Derivative Instruments and Hedging Activities”, as amended by SFAS No. 137 and SFAS No. 138. Accordingly, SFAS
No. 133 will be effective for our financial statements beginning January 1, 2001. SFAS No. 133 requires a company to recognize
all derivative instruments as assets or liabilities in its balance sheet and to measure them at fair value. We believe the adoption
of SFAS No. 133 will not result in any cumulative effect adjustment in our consolidated statements of income (loss).
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Outlook

The following discussion is intended to provide an outlook for 2001 and beyond. Our actual results could be materially different
from those described in this outlook section due to the many risks and uncertainties inherent in the pharmaceutical industry, some
of which are more specific to our business, some or all of which are not predicable or within our control. To the extent statements
made in this section and elsewhere in the MD&A contain information that is not historical, these statements are essentially
forward looking. Forward looking statements are subject to risks and uncertainties and include, without limitation, the difficulty of
predicting FDA approvals, market acceptance and demand for new pharmaceutical products, the impact of competitive products and
pricing, new product development and launch, reliance on key strategic alliances, availability and pricing of raw materials and
finished product from third parties, the regulatory environment, fluctuations in operating results and other risks detailed from time
to time in our filings with the SEC.

Net product sales revenues are expected to grow significantly in 2001. This growth is expected to come from an expansion of our
existing U.S. sales organization and from full year sales of various pharmaceutical products including products acquired in October
2000 as a result of the acquisition of DJ Pharma, sales of the Cardizem® Products acquired in December 2000, full year sales of
several generic products including Adalat CC 30mg and 60mg, Procardia XL 60mg all launched during 2000, Procardia XL 30mg
that was launched in February 2001 and Monocor that was launched in Canada in August 2000. Additionally, significant growth is
also expected from several other marketed and co-promoted products including Canadian Tiazac®, Celexa and Retavase. Tempering
this growth may be the launch of a generic version of our Tiazac® product by a generic company. It is our intention to launch our
own generic version of Tiazac® to mitigate the potential negative impact this event may have. Wholesaler stocking patterns, managed
care and formulary acceptance and pricing practices, the introduction of competitive products, acceptable supply of raw material and
finished product from third parties and market acceptance by patients, physicians and formularies may affect sales of our products.

During the next several years, we intend to continue expanding our sales and marketing activities and directly market and sell more
products. We anticipate launching additional pharmaceutical products in the future. These products may be developed internally
through our research and development efforts or may be acquired or licensed from third parties. However, there can be no assur-
ances that we will be successful in continuing this expansion or that any expanded sales and marketing activities will be success-
ful due to factors such as the risks associated with development, clinical testing and obtaining regulatory clearance of products for
marketing, the difficulties and costs associated with acquiring from third parties products to market, the uncertainties surround-
ing the acceptance of new products by the intended markets, the introduction and marketing of competitive products, risks related
to patents and proprietary rights and the current health care cost containment environment. Several of our products may face com-
petition from newly approved products or products in late-stage development by other pharmaceutical companies. Many of these
companies have greater financial resources, technical staff and manufacturing and marketing capabilities than we have and may
negatively impact our product sales revenue.

Research and development revenues are expected to be significantly lower in 2001 from 2000 due to the acquisition of Intelligent
Polymers at the end of the third quarter 2000. Intelligent Polymers funded the development of certain products since inception in
October 1997. Research and development revenues from Intelligent Polymers for 2000, 1999 and 1998 were $52.9 million, $29.0
million, and $8.5 million, respectively. We expect to increase non Intelligent Polymers research and development revenues modestly
in 2001 and future years. This modest increase is expected to come from bioanalytical, biopharmaceutic and statistical analysis
services provided to other third parties through our integrated contract research facility.

Contract research service initiatives with third parties are generally subject to continuation of development programs by third par-
ties and therefore may be cancelled or delayed on short notice due to technical issues, marketing concerns, reallocation of third

party resources and changes in priorities.

Royalty and licensing revenue is expected to increase in 2001 and is expected to decline modestly over future years. The increase
in 2001 royalty and licensing revenue is expected as a result of the acquisition of the Cardizem® Products and an associated royalty
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coming from the sales of these products by a third party. We also receive royalty revenue from the sales of Tiazac® in the U.S.
As discussed above, a generic to Tiazac® may be launched in the U.S. This would have a negative impact on the U.S. sales of the
Tiazac® brand and the associated royalty revenues. Royalty and licensing revenue is subject to the impact of the launch of
competitive products and other market risks associated with the sale and promotion of pharmaceutical products. Licensing revenue
will be impacted by SAB 101, which we adopted in 2000. Under SAB 101, certain upfront and milestone fees will be deferred and
recognized over the period during which we have continuing obligations under the agreement.

We expect gross margins as a percentage to product sales revenue to increase in 2001 and over the longer term, although quarter
over quarter fluctuations will continue to occur. Higher gross margins are expected due to the acquisition of several high margin
products including certain products acquired as part of the acquisition of DJ Pharma and the acquired Cardizem® Products.

Research and development expenses are expected to decline modestly in 2001 from 2000 levels and are then expected to increase
in line with the expected increase in total revenues. The decline in research and development expenses in 2001 is primarily due
to the accelerated research and development spending in 2000 related to several brands under development through funding from
Intelligent Polymers. We plan to expand internal technology and product development research in order to continue strengthening
our leadership in the drug delivery field. We may also in-license or acquire products that are currently in development from other
companies and record the fees paid to these companies as acquired research and development expense.

Selling, general and administrative expenses are expected to increase significantly in 2001. This increase is primarily due to the
impact of a full year of selling general and administrative expenses associated with the acquisition of DJ Pharma, the amortization
expense associated with the acquisition of the Cardizem® Products and other product rights, the increase in promotional efforts of
our existing and future products, a planned expansion of our sales force during the latter part of 2001 and the associated expan-
sion of our senior management team, and the amortization of goodwill and other intangibles. In the future, our selling, general and
administrative expenses are expected to increase and are expected to be impacted by the timing of the launch of new products and
the impact of anticipated partnering activities associated with the launch of these new products. Partnering arrangements and the
launch of new products are subject to numerous risks including, but not limited too, our ability to attract partnering arrangements on
terms that are favourable, the acceptance of these products in the marketplace by patients, doctors and formularies, regulatory
approval, competitive products and other risks.

Interest expense is expected to increase significantly due to a full year of interest related to our Debentures and on advances under
our Credit Facility. Additionally, interest expense will include the imputed interest associated with future payments related to the
acquisition of the Cardizem® Products and other product rights.

Our tax rate is expected to increase in 2001 due to our anticipated revenue mix in 2001 versus 2000. We expect a greater
proportion of our revenues to originate from the U.S. in 2001 versus 2000. These U.S. revenues are expected to attract a higher
level of tax and are therefore expected to increase our overall effective corporate tax rate. The actual effective income tax rate will
depend upon the actual level of earnings, changes in tax laws, and the amount of investment and research tax credits and tax loss
carryforwards and our ability to utilize such tax credits and tax loss carryforwards.

Forward Looking Statements

To the extent any statements made in this document contain information that is not historical, these statements are essentially
forward looking and are subject to risks and uncertainties, including the difficulty of predicting FDA approvals, acceptance and
demand for new pharmaceutical products, the impact of competitive products and pricing, new product development and launch,
reliance on key strategic alliances, availability and pricing of raw materials and finished product from third parties, the regulatory
environment, fluctuations in operating results and other risks. Many risks and uncertainties are inherent in the pharmaceutical
industry; others are more specific to our business. Many of the significant risks related to our business are described in Item 1 of
our Form 20-F filing with the SEC.
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The Company’s management is responsible for preparing the accompanying consolidated financial statements in conformity with
United States generally accepted accounting principles (“GAAP”). In preparing these consolidated financial statements, manage-
ment selects appropriate accounting policies and uses its judgement and best estimates to report events and transactions as they
occur. Management has determined such amounts on a reasonable basis in order to ensure that the financial statements are pre-
sented fairly, in all material respects. Financial data included throughout this Annual Report is prepared on a basis consistent with
that of the financial statements.

The Company maintains a system of internal accounting controls designed to provide reasonable assurance, at a reasonable cost,
that assets are safeguarded and that transactions are executed and recorded in accordance with the Company’s policies for doing
business. This system is supported by written policies and procedures for key business activities; the hiring of qualified, compe-
tent staff; and by a continuous planning and monitoring program.

Ernst & Young LLP has been engaged by the Company’s shareholders to audit the consolidated financial statements. During the
course of their audit, Ernst & Young LLP reviewed the Company’s system of internal controls to the extent necessary to render their
opinion on the consolidated financial statements.

The Board of Directors is responsible for ensuring that management fulfills its responsibility for financial reporting and is ultimately
responsible for reviewing and approving the financial statements. The Board carries out the responsibility principally through its
Audit Committee. The members of the Audit Committee are outside Directors. The Committee considers, for review by the Board of
Directors and approval by the shareholders, the engagement or reappointment of the external auditors. Ernst & Young LLP has full
and free access to the Audit Committee.

Management acknowledges its responsibility to provide financial information that is representative of the Company’s operations, is
consistent and reliable, and is relevant for the informed evaluation of the Company’s activities.

The Company changed from publicly reporting its financial results prepared in accordance with Canadian GAAP to publicly reporting
those results prepared in accordance with U.S. GAAP for the year ended December 31, 2000. The Company’s independent audi-
tors, who were retained by the Company beginning with the year January 1, 1999, have audited the Company’s financial statements
prepared in accordance with U.S. GAAP for the years ended December 31, 1999 and December 31, 2000. Accordingly, the finan-
cial statements prepared in accordance with U.S. GAAP for 1998 are unaudited. The financial statements prepared in accordance
with Canadian GAAP for each of the years ended December 31, 1998, 1999 and 2000 have been audited and are made available
to all shareholders.

= H

Eugene N. Melnyk Brian H. Crombie
Chairman of the Board Senior Vice President and

Chief Financial Officer
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To the Shareholders of Biovail Corporation

We have audited the consolidated balance sheets of Biovail Corporation as at December 31, 2000 and 1999 and the consolidated
statements of income (loss), shareholders’ equity and cash flows for the years then ended. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with Canadian and United States generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company
as at December 31, 2000 and 1999 and the results of its operations and its cash flows for the years then ended in accordance

with United States generally accepted accounting principles.

As discussed in note 3 to the consolidated financial statements, during 2000 the Company changed its method of accounting for

revenue recognition.
The financial statements presented for the year ended December 31, 1998 are unaudited.

On February 26, 2001, we reported separately to the shareholders of Biovail Corporation on the financial statements for the same
periods, prepared in accordance with Canadian generally accepted accounting principles.

Enmet * ?Mf P

Ernst & Young LLP
Chartered Accountants
Toronto, Canada

February 26, 2001
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As at December 31 (All dollar amounts expressed in thousands of U.S. dollars) 2000 1999
Assets
Current
Cash and cash equivalents (Note 5) $ 125,144 $ 178,086
Restricted cash - 11,258
Short-term investments - 54,635
Accounts receivable (note 6) 105,850 60,571
Inventories (note 7) 24,108 12,701
Assets held for disposal (note 4) - 20,000
Deposits and prepaid expenses 5,347 3,172
260,449 340,423
Long-term investments (note 8) 1,561 12
Property, plant and equipment, net (note 9) 52,541 45,300
Goodwill, net (note 10) 103,105 31,771
Intangible assets, net (note 11) 667,431 45,454
Other assets, net (note 12) 22,180 4,219
$1,107,267 $ 467,179
Liabilities
Current
Accounts payable $ 34,683 $ 22,685
Accrued liabilities (note 13) 35,452 31,107
Income taxes payable 6,711 3,585
Deferred revenue 26,334 4,962
Current portion of long-term obligations (note 14) 182,564 12,016
285,744 74,355
Deferred revenue 27,900 -
Long-term obligations (note 14) 256,180 125,488
Convertible Subordinated Preferred Equivalent Debentures (note 15) 299,985 -
869,809 199,843
Shareholders’ Equity
Common shares, no par value, unlimited shares authorized, 131,461,000 and 124,392,000
issued and outstanding at December 31, 2000 and 1999, respectively (note 16) 482,842 363,579
Stock options outstanding 9,891 10,383
Warrants (note 16) 7,912 8,244
Warrant subscription receivable (note 16) - (2,287)
Deficit (261,819) (113,843)
Accumulated other comprehensive income (loss) (1,368) 1,260
237,458 267,336
$1,107,267 $ 467,179

Commitments and contingencies (notes 19 and 21)

The accompanying notes are an integral part of the consolidated financial statements.

On behalf of the Board:

Eugene N. Melnyk Bruce D. Brydon

Director Director and Chief Executive Officer
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In accordance with U.S. generally accepted accounting principles

2000 1999 1998
Years ended December 31 (Unaudited see
(All dollar amounts expressed in thousands of U.S. dollars, except per share data) note 24)
Revenue
Product sales $ 224,996 $ 99,526 $ 69,154
Research and development 66,834 48,232 30,891
Royalty and licensing 17,340 24,706 11,612
309,170 172,464 111,657
Expenses
Cost of goods sold (note 21) 68,031 35,078 28,593
Research and development 52,659 33,130 17,490
Selling, general and administrative (note 21) 58,088 38,727 20,271
Acquired research and development (note 4) 208,424 105,689 -
387,202 212,624 66,354
Operating income (loss) (78,032) (40,160) 45,303
Interest income (expense), net (notes 14 and 15) 2,955 (9,152) (1,702)
Equity loss (note 4) - (58,399) -
Gain on disposal of long-term investments, net (note 8) - 1,948 -
Income (loss) before provision for income taxes (75,077) (105,763) 43,601
Provision for income taxes (note 17) 9,360 4,215 2,024
Income (loss) before extraordinary item and cumulative
effect of change in accounting principle (84,437) (109,978) 41,577
Extraordinary item - Premium paid on early extinguishment
on U.S. Dollar Senior Notes (note 14) (20,039) - -
Income (loss) before cumulative effect of change
in accounting principle (104,476) (109,978) 41,577
Cumulative effect of change in accounting principle (note 3) (43,500) - -
Net income (loss) $ (147,976) $ (109,978) $ 41,577
Basic earnings (loss) per share (note 18)
Income (loss) before extraordinary item and cumulative
effect of change in accounting principle $ (0.66) $ (1.07) $ 0.39
Extraordinary item (0.16) - -
Cumulative effect of change in accounting principle (0.34) - -
Net income (loss) $ (1.16) $ (1.07) $ 0.39
Diluted earnings (loss) per share (note 18)
Income (loss) before extraordinary item and cumulative
effect of change in accounting principle $ (0.66) $ (1.07) 0.38
Extraordinary item (0.16) - -
Cumulative effect of change in accounting principle (0.34) - -
Net income (loss) $ (1.16) $ (1.07) 0.38
Weighted average number of common shares
outstanding (000s) (note 18)
Basic 128,824 102,542 106,564
Diluted 143,512 108,174 108,944

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statements of Shareholders’

Equity

In accordance with U.S. generally accepted accounting principles

(All dollar amounts expressed
in thousands of U.S. dollars)

Common shares
Shares (000s)

Stock
options
outstanding

Amount Warrants

subscription

Retained
earnings

Warrant

receivable

(deficit) income (loss)

Accumulated

other com-
prehensive
Total

Unaudited for the year ended December 31, 1998 (note 24)

Balance, December 31, 1997

Issued on the exercise of options

Issued under Employee Stock
Purchase Plan

Cancelled under stock repurchase
program

Compensation cost for employee
stock options

Collection of warrant subscription
receivable

Effect of changes in exchange rates

Net income

Other comprehensive loss

Foreign currency translation
adjustment

Unrealized holding loss on
long-term investments

Other comprehensive loss
Comprehensive income

Balance, December 31, 1998
Issued on the exercise of options
Issued under Employee Stock
Purchase Plan
Cancelled under stock repurchase
program
Issued pursuant to equity offering
Issue costs
Fuisz Technologies Ltd.:
Issued on acquisition
Issue of non-employee options
Compensation cost for employee
stock options
Collection of warrant subscription
receivable

Net loss

Other comprehensive income

Foreign currency translation
adjustment

Reclassification adjustment for gain
on long-term investments
included in net loss

Other comprehensive income
Comprehensive loss

Balance, December 31, 1999

a2

106,644 $ 18,657

$ 2,097 $ 8,244

$ (7,494) $ 54,914 $

(960) $75,458

1,880 5,660 (1,774) - - - - 3,886
8 43 - - - - - 43
(9,088)  (1,761) - - - (70,380) - (72,141)
- - 2,237 - - - - 2,237

- - - - 1,179 - - 1,179

- (1,205) - - - - - (1,205)
99,444 21,394 2,560 8,244  (6,315) (15,466) (960) 9,457
_ _ _ _ - 41,577 - 41,577

_ _ _ _ - - (269) (269)

_ _ _ _ - - (877) (877)

- - - - - - (1,146) (1,146)

- - - - - - - 40,431
99,444 21,394 2,560 8,244  (6,315) 26,111  (2,106) 49,888
1,336 8,467 (838) - - - - 7,629
6 40 - - - - - 40
(2,931) (617) - - - (29,976) - (30,593)
20,360 259,590 - - - - - 259,590
(13,538) - - - - - (13,538)

6,177 88,243 - - - - - 88,243
- - 1,020 - - - - 1,020

- - 7,641 - - - - 7,641

- - - - 4,028 - - 4,028
124,392 363,579 10,383 8,244  (2,287) (3,865) (2,106) 373,948
- - - - - (109,978) - (109,978)

- - - - - - 2,489 2,489

- - - - - - 877 877

- - - - - - 3,366 3,366

_ _ _ _ - - - (106,612)
124,392 363,579 10,383 8,244  (2,287) (113,843) 1,260 267,336
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In accordance with U.S. generally accepted accounting principles

Accumulated

Stock Warrant Retained other com-
(All dollar amounts expressed Common shares options subscription earnings prehensive
in thousands of U.S. dollars) Shares (000s) Amount outstanding Warrants receivable (deficit) income (loss) Total
Issued on the exercise of options 2,436 17,027 (3,302) - - - - 13,725
Issued under Employee Stock
Purchase Plan 5 150 - - - - - 150
Issued pursuant to equity offering 4,000 101,125 - - - - - 101,125
Issue costs - (5,782) - - - - - (5,782)
Issued on conversion of Convertible
Subordinated Preferred Equivalent
Debentures - 15 - - - - - 15
Issued on exercise of warrants 601 6,342 - (332) - - - 6,010
Issue of non-employee options - - 590 - - - - 590
Additional shares issued on acquisition
of Fuisz Technologies Ltd. 27 386 - - - - - 386
DJ Pharma, Inc.:
Fair value of unvested options
granted to employees on
acquisition - - 7,480 - - - - 7,480
Unearned compensation relating
to future service period at
acquisition date - - (5,721) - - - - (5,721)
Compensation cost for employee
stock options - - 461 - - - - 461
Collection of warrant subscription
receivable - - - - 2,287 - - 2,287
131,461 482,842 9,891 7,912 - (113,843) 1,260 388,062
Net loss - - - - - (147,976) - (147,976)

Other comprehensive loss
Foreign currency translation

adjustment -
Unrealized holding loss on

long-term investments -

_ _ - - - (1,735) (1,735)

- - - - - (893) (893)

Other comprehensive loss -

_ _ - - - (2,628) (2,628)

Comprehensive loss -

- - - - - - (150,604)

Balance, December 31, 2000 131,461 $482,842 $ 9,891 $ 7,912 $

$(261,819) $ (1,368) $237,458

The accompanying notes are an integral part of the consolidated financial statements.
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2000 1999 1998
Years ended December 31 (Unaudited see
(All dollar amounts expressed in thousands of U.S. dollars) note 24)
Cash Flows from Operating Activities
Net income (loss) $ (147,976) $ (109,978) $ 41,577
Depreciation and amortization 21,526 8,885 4,957
Deferred income taxes (note 17) 3,750 - -
Acquired research and development (note 4) 208,424 80,689 -
Extraordinary item (note 14) 20,039 - -
Cumulative effect of change in accounting principle (note 3) 43,500 - -
Compensation cost for employee stock options 461 7,641 2,237
Equity loss (note 4) - 58,399 -
Gain on disposal of long-term investments, net (note 8) - (1,948) -
149,724 43,688 48,771
Net change in non-cash operating items (note 20) (47,230) 8,297 3,623
Cash provided by operating activities 102,494 51,985 52,394
Cash Flows from Investing Activities
Additions to property, plant and equipment, net (15,845) (7,759) (3,920)
Acquisition of businesses, net of cash acquired (notes 4 and 20) (622,145) (43,720) -
Proceeds from sale of assets held for disposal (note 4) 20,000 - -
Maturity of (additions to) short-term investments, net 65,893 (54,665) -
Acquisition of product rights (27,752) (13,340) (4,000)
Disposal (acquisition) of long-term investments (note 8) (2,454) 11,991 (10,043)
Repayment of Executive Stock Purchase Plan loans - 3,100 10
Acquisition of royalty interest - - (15,000)
Cash used in investing activities (582,303) (104,393) (32,953)
Cash Flows from Financing Activities
Issuance of common shares (note 16) 109,604 253,721 3,929
Repurchase of common shares (note 16) - (30,593) (72,141)
Proceeds from exercise of warrants (note 16) 6,010 - -
Collection of warrant subscription receivable (note 16) 2,287 4,028 1,179
Issuance of Convertible Subordinated Preferred Equivalent
Debentures, net of financing costs (note 15) 288,772 - -
Advances under revolving term credit facility, net of
financing costs (note 14) 207,000 - -
Repurchase of U.S. Dollar Senior Notes (note 14) (141,017) - -
Issuance of U.S. Dollar Senior Notes, net of financing costs - - 120,400
Reduction in other long-term obligations (45,602) (75,212) (21,838)
Increase in other long-term obligations - - 19,143
Cash provided by financing activities 427,054 151,944 50,672
Effect of exchange rate changes on cash and cash equivalents (187) 271 (109)
Net increase (decrease) in cash and cash equivalents (52,942) 99,807 70,004
Cash and cash equivalents, beginning of year 178,086 78,279 8,275
Cash and cash equivalents, end of year $ 125,144 $ 178,086 $ 78,279

The accompanying notes are an integral part of the consolidated financial statements.
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(Amounts as at December 31, 1998 and for the year then ended are unaudited - see note 24)

NOTE [1] Governing Statute and Nature of Operations

Biovail Corporation (“Biovail” or the “Company”) is incorporated under the laws of the Province of Ontario, Canada. The Company
is a fully integrated international pharmaceutical company applying advanced proprietary controlled-release drug delivery technolo-
gy to the development of superior branded and cost effective generic formulations of medications for the treatment of chronic med-
ical conditions. The Company is engaged in all stages of pharmaceutical development, from research and development, through
clinical testing and regulatory filings to full-scale manufacturing. The Company’s common shares trade on the New York and Toronto
Stock Exchanges.

NOTE [2] Significant Accounting Policies

Basis of presentation

The consolidated financial statements have been prepared by the Company in U.S. dollars and in accordance with U.S. generally
accepted accounting principles (“GAAP”), applied on a consistent basis. Prior to the current fiscal year, the Company reported its
consolidated results in accordance with Canadian GAAP. Consolidated financial statements prepared in U.S. dollars and in accor-
dance with Canadian GAAP are made available to all shareholders and filed with various regulatory authorities.

The decision to provide U.S. GAAP consolidated financial results was driven by the Company’s desire to make it easier for the major-
ity of its shareholders to assess the Company’s financial performance by using accounting rules that are more familiar to these
shareholders. This presentation is also consistent with the presentation of financial results of most of the Company’s industry cus-
tomers and competitors.

Principles of consolidation
The consolidated financial statements include the accounts of the Company and those of all its subsidiaries. All significant inter-
company transactions and balances have been eliminated.

Use of estimates

In preparing the Company’s consolidated financial statements, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the consoli-
dated financial statements and the reported amounts of revenue and expenses during the reporting periods. Actual results could
differ from these estimates. Significant estimates made by management include the calculation of reserves for uncollectible
accounts, sales returns, allowances and rebates, useful lives of long-lived assets, including intangibles, and the realizability of
deferred tax assets.

Fair value of financial instruments

The estimated fair value of all financial assets and liabilities, other than the Convertible Subordinated Preferred Equivalent Debentures
and U.S. Dollar Senior Notes, approximates their carrying values at December 31, 2000 and 1999. Fair value of a financial instrument
is defined as the amount at which the instrument could be exchanged in a current transaction between willing parties.

Cash and cash equivalents, and short-term investments
Cash and cash equivalents include highly liquid investments with original maturities of three months or less when purchased. Cash
equivalents are carried at cost, which approximates fair value.

Short-term investments are classified as held-to-maturity in accordance with the Financial Accounting Standards Board (“FASB”),
Statement of Financial Accounting Standards (“SFAS”) No. 115, “Accounting for Certain Investments in Debt and Equity Securities”,
and are carried at cost, which approximates fair value. Short-term investments include highly liquid investments with original
maturities greater than three months but less than one year when purchased. Short-term investments generally consist of high-
grade commercial paper and U.S. government treasury bills.

Realized gains and losses on cash equivalents and short-term investments are included in net income (loss), and are immaterial
for all periods presented.
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Inventories

Inventories are comprised of raw materials, work in process and finished goods, which are valued at the lower of cost and replace-
ment cost, on a first-in, first-out basis. The costs of raw materials and acquired finished goods inventories are the purchase price
of the product and attributable direct costs, less trade discounts. The cost of manufactured inventory includes the purchase price
of raw materials, direct labour, and the application of attributable overheads.

Long-term investments

Long-term investments are generally classified as available-for-sale in accordance with SFAS No. 115. Accordingly, long-term invest-
ments are reported at fair value and the change in the net unrealized gains and losses on these investments is included in other
comprehensive income (loss) in shareholders’ equity.

Property, plant and equipment
Property, plant and equipment are reported at cost, less accumulated depreciation. Depreciation is computed using the straight-
line method based on the following estimated useful lives:

Buildings 25 years
Machinery and equipment 5-10 years
Other equipment 3-5 years
Leasehold improvements term of lease

Goodwill and intangible assets
Goodwill and intangible assets are reported at cost, less accumulated amortization. Amortization is computed using the straight-
line method based on the following estimated useful lives:

Goodwill 20 years
Workforce 6-10 years
Core technology 15 years
Brand names 20 years
Product rights and royalty interests 10-20 years

In accordance with SFAS No. 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed
Of”, the Company reviews long-lived identifiable assets and related goodwill for impairment whenever events or changes in
circumstance indicate that the carrying amount of the assets may not be recoverable by comparing the carrying amount to the
related, estimated undiscounted future net cash flows.

Other assets
Other assets include deferred financing costs, which are reported at cost, less accumulated amortization. Deferred financing costs
are amortized over the term of the following related debt:

Revolving term credit facility 3 years
Convertible Subordinated Preferred Equivalent Debentures 25 years

Amortization expense related to deferred financing costs is included as a component of interest expense.

Income taxes

The liability method of accounting for income taxes is used in accordance with SFAS No. 109, “Accounting for Income Taxes”. Under
this method, deferred tax assets and liabilities are recognized for the differences between the financial statement and income tax
bases of assets and liabilities, and for operating losses and tax credit carryforwards. A valuation allowance is provided for the por-
tion of deferred tax assets which are “more-likely-than-not” to be unrealized. Deferred tax assets and liabilities are measured using
the enacted tax rates and laws.
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Revenue recognition

Product sales — Product sales revenue is recognized when the product is shipped to the customer, provided the Company has not
retained any significant risks of ownership or future obligations with respect to the product shipped. Revenue from product sales
is recognized net of sales discounts, allowances and amounts payable to licensors. In certain circumstances the Company allows
customers to return or exchange products. In accordance with SFAS No. 48, “Revenue Recognition When Right of Return Exists”,
the Company maintains provisions for estimated product returns or exchanges. Amounts received from customers as prepayments
for products to be shipped in the future are reported as deferred revenue. When the products are shipped at a future date, they
are billed to the customer at the contractual rate.

Research and development — Research and development revenue attributable to the performance of contract services is recog-
nized as the services are performed, in accordance with the terms of the specific development contract. On long-term research and
development arrangements, revenue is recognized relative to the total level of effort necessary to meet all regulatory and devel-
opmental requirements. Costs and related profit margin in excess of amounts billed are included in accounts receivable. Amounts
billed in excess of costs and related profit margin are included in deferred revenue. Non-refundable, up-front fees for access to the
Company’s proprietary technology in connection with certain research and development arrangements are deferred and recognized
as revenue on a straight-line basis over the term of the relevant arrangement.

Royalty and licensing — Royalty revenue is recognized on an accrual basis in accordance with the contractual agreements, and
when the Company has no future obligations pursuant to the royalty fee. Royalty revenue is net of amounts payable to sublicensees
where the Company is simply acting as an agent for the sublicensee. License revenue is deferred and recognized on a straight-line
basis over the license period. If there are future performance obligations of the Company, or contingent future events relating to
the amounts received or receivable under license agreements, revenue attributable to these obligations or future events is deferred
and recognized upon the completion of the specific event.

Research and development

In accordance with SFAS No. 2, “Accounting for Research and Development Costs”, research and development costs are expensed
in the period in which they are incurred. Acquired research and development having no alternative future use is written-off at the
time of acquisition. The cost of intangibles that are purchased from others for a particular research and development project that
have no alternative future use are written-off at the time of acquisition.

Advertising costs
Advertising and promotion costs related to new product launches are expensed upon the first showing of the product. Advertising
expense for 2000, 1999 and 1998 was $3,434,000, $4,955,000 and $1,968,000, respectively.

Reporting currency and foreign currency translations

The Company reports its consolidated financial statements in U.S. dollars. The financial statements of the parent company and its
non-U.S. subsidiaries are translated into U.S. dollars in accordance with SFAS No. 52, “Foreign Currency Translation”. Asset and
liability accounts are translated at the rate of exchange prevailing at the balance sheet date. Shareholders’ equity accounts are
translated at the applicable historical rate. Revenue and expense accounts are translated at the average rate of exchange for the
period. The cumulative foreign currency translation adjustment is reported as a component of accumulated other comprehensive
income (loss) in shareholders’ equity. The net change in the cumulative foreign currency translation adjustment in the periods
presented is primarily due to fluctuations in the exchange rates between the Company’s reporting currency and the Canadian
dollar, Irish pound and Swiss franc.

Foreign currency transaction gains and losses are included in net income (loss), and are immaterial for all periods presented.
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Stock option plan

Under the provisions of SFAS No. 123, “Accounting for Stock Compensation”, companies can either measure the compensation
cost of equity instruments issued under employee compensation plans using a fair value based method or can continue to recog-
nize compensation cost using the intrinsic value method under the provisions of Accounting Principles Board Opinion (“APB”) No.
25, “Accounting for Stock Issued to Employees”. However, if the provisions of APB No. 25 are applied, pro forma disclosure of net
income (loss) and earnings (loss) per share must be presented in the financial statements as if the fair value method had been
applied. For all periods presented, the Company recognized compensation costs under the provisions of APB No. 25, and the
Company has provided the expanded disclosure required by SFAS No. 123.

New accounting standard

In 1998, the FASB issued SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities”, as amended by SFAS No.
137 and SFAS No. 138. Accordingly, SFAS No. 133 will be effective for the Company’s consolidated financial statements beginning
January 1, 2001. SFAS No. 133 requires a company to recognize all derivative instruments as assets or liabilities in its balance
sheet and to measure them at fair value. The Company believes the adoption of SFAS No. 133 will not result in any cumulative
effect adjustment in the consolidated statements of income (loss).

NOTE [3] Change in Accounting Principle

The Company implemented the provisions of the Securities and Exchange Commission’s, Staff Accounting Bulletin No. 101 (“SAB
101"), “Revenue Recognition in Financial Statements”, retroactively to January 1, 2000, as required. Accordingly, the Company
changed its method of accounting to that described in the revenue recognition accounting policy for up-front research and devel-
opment, product license and certain other fees. The Company historically recognized these fees as revenue when all the conditions
to payment had been met, and there were no further performance contingencies or conditions to the Company’s receipt of pay-
ment. These fees were generally not creditable against future payments. At January 1, 2000, the cumulative effect of the change
in accounting principle on prior years resulted in a charge of $43,500,000, which is included in the net loss for the period. Of this
amount, $9,300,000 is included in revenue for the period. The remaining cumulative effect adjustment has been recorded as
deferred revenue.

Amounts as reported in the consolidated statements of income (loss) are as follows:

1999 1998
Net income (loss) $ (109,978) $ 41,577
Basic earnings (loss) per share (1.07) 0.39
Diluted earnings (loss) per share $ (1.07) $ 0.38

Pro forma amounts assuming the change in accounting principle was applied retroactively with restatement are as follows:

1999 1998
Net income (loss) $ (121,378) $ 27,577
Basic earnings (loss) per share (1.18) 0.26
Diluted earnings (loss) per share $ (1.18) $ 0.25
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NOTE [4] Acquisitions

2000 Acquisitions

During 2000, the Company completed the acquisitions of Intelligent Polymers Limited, the Cardizem® product line and DJ Pharma,
Inc. These acquisitions were accounted for under the purchase method of accounting. Total consideration, including acquisition
costs, was allocated based on estimated fair values on the respective dates of acquisition, as follows:

Intelligent
Polymers Cardizem® DJ Pharma,

Limited Products Inc. Total
Acquired research and development $ 208,424 $ - $ - $ 208,424
Current assets 3,287 - 14,705 17,992
Equipment - - 672 672
Deferred compensation trust fund - - 8,268 8,268
Assembled workforce - - 5,200 5,200
Brand names and product rights 5,000 406,070 130,500 541,570
Goodwill - - 70,497 70,497
Current liabilities (14,270) - (22,844) (37,114)
Deferred compensation obligation - - (8,268) (8,268)
Debt assumed - - (34,169) (34,169)
$ 202,441 $ 406,070 $ 164,561 $ 773,072

Consideration
Cash paid, net of cash acquired $ 202,441 $ 239,652 $ 162,802 $ 604,895
Issue of non-employee options - 590 - 590
Fair value of options granted to employees - - 1,759 1,759
Accrued acquisition costs - 4,000 - 4,000
Aventis obligation - 161,828 - 161,828
$ 202,441 $ 406,070 $ 164,561 $ 773,072

Intelligent Polymers Limited

Background

In July 1997, the Company formed Intelligent Polymers Limited, a Bermuda corporation (“Intelligent Polymers”) primarily to develop
once-daily controlled-release branded versions of selected drugs whose chemical patents and/or exclusivity periods had or were
about to expire and which were marketed only in immediate-release form or in controlled-release form requiring multiple daily dosing.

In September 1997, the Company concluded a development and license agreement (the “Development Contract”) and a services
agreement with Intelligent Polymers, whereby the Company would develop the designated products on Intelligent Polymers’ behalf.

In an initial public offering in October 1997, 3,737,500 units of Intelligent Polymers were sold to the public, resulting in net pro-
ceeds to Intelligent Polymers, after offering costs, of approximately $69,500,000. The proceeds of the offering were used by
Intelligent Polymers to make payments to the Company under the Development Contract.

Payments received by the Company from Intelligent Polymers pursuant to the Development Contract were $55,200,000 for the period
ended September 29, 2000, and $33,000,000 and $9,700,000 for the years ended December 31, 1999 and 1998, respectively.
The cost of providing these services to Intelligent Polymers was $35,200,000 for the period ended September 29, 2000, and
$19,800,000 and $6,700,000 for the years ended December 31, 1999 and 1998, respectively.

In December 1999, the Company exercised its option to acquire the rights to the generic version of Procardia XL, developed on behalf

of Intelligent Polymers, for $25,000,000. The right to Procardia XL was written-off as acquired research and development in 1999
since at the time of acquisition the product had not received regulatory approval from the FDA, and had no alternative future use.
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The Company, as the holder of all of the issued and outstanding special shares of Intelligent Polymers, had an option, exercisable
at its sole discretion, to purchase all, but not less than all, of the outstanding common shares of Intelligent Polymers commencing
on the closing date of the offering and ending on the earlier of September 30, 2002, or the 90th day after the date Intelligent
Polymers provided the Company with quarterly financial statements showing cash or cash equivalents of less than $3,000,000. If
the purchase option had been exercised, the purchase price calculated on a per share basis would have been as follows:

Purchase option
exercise price

Before October 1, 2000 $ 39.06
On or after October 1, 2000 and on or before September 30, 2001 48.83
On or after October 1, 2001 and on or before September 30, 2002 $ 61.04

Description of acquisition

On September 29, 2000, the Company sold all of its interest in and to the special shares of Intelligent Polymers to IPL Acquireco
2000 Ltd., a British Virgin Islands company (“IPL Acquireco”), in exchange for 12,000 non-voting common shares of IPL Acquireco,
valued at $12,000. In addition, the Company invested $141,500,000 in non-voting Class A shares of IPL Acquireco. On the same
date, IPL Acquireco, as holder of the special shares of Intelligent Polymers, consummated the purchase of all the issued and out-
standing common shares of Intelligent Polymers and thereby Intelligent Polymers became a wholly-owned subsidiary of IPL
Acquireco. As a result of IPL Acquireco’s acquisition of Intelligent Polymers, certain provisions of the Development Contract were
amended such that Intelligent Polymers took over the development of the designated products, including directly contracting with,
and making payments to, third parties.

The Company, as holder of all of the non-voting common shares of IPL Acquireco, had the option, exercisable at its sole discretion,
to purchase all of the voting common shares of IPL Acquireco, at any time prior to October 1, 2002. IPL Acquireco had 6,500,000
voting common shares issued and outstanding.

On December 29, 2000, the Company exercised its option to purchase all the voting common shares of IPL Acquireco for a total
redemption price of $6,750,000. Contemporaneously with the acquisition of IPL Acquireco, the Company repaid the bank credit
facility of Intelligent Polymers, which amounted to $56,616,000. Accordingly, the total consideration for the acquisition of IPL
Acquireco, including the value of the Class A and special shares, was $204,878,000. The assets, liabilities and expenses of IPL
Acquireco and Intelligent Polymers have been included in these consolidated financial statements from December 29, 2000.

Acquired research and development

At the date of acquisition, the products under development were in various stages of completion, had not reached technological
feasibility, had no known alternative uses, and were considered to be in-process research and development. The efforts required
to develop the acquired research and development into commercially viable products include the completion of the development
stages of the products, clinical-trial testing, U.S. Federal Drug Administration (“FDA”) approval, and commercialization. The principal
risks relating to the products in development are the outcomes of the formulation development, clinical studies and regulatory filings.
At the date of acquisition, none of the products had been submitted for approval with the FDA. Since pharmaceutical products can-
not be marketed without regulatory approvals, the Company will not receive any benefits unless regulatory approval is obtained.

Intangible asset
Intelligent Polymers had acquired as part of its development activities the rights to a cardiovascular product. This product right has
been included in the value of the net liabilities of Intelligent Polymers assumed, and will be amortized over its estimated useful life.

Pro forma information

The following unaudited pro forma information presents a summary of the consolidated results of operations of the Company,
IPL Acquireco and Intelligent Polymers as if the acquisition had occurred on January 1, 1999. Included in the consolidated results
for 1999 is the write-off of acquired research and development. All transactions between the Company and Intelligent Polymers
have been eliminated.
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2000 1999
Total revenue $ 255,946 $ 143,492
Net loss (13,171) (345,391)
Basic and diluted loss per share $ (0.10) $ (3.37)

These unaudited pro forma consolidated results have been prepared for comparative purposes only. They do not purport to be
indicative of the results of operations which actually would have resulted had IPL Acquireco and Intelligent Polymers been included
in the Company’s consolidated financial statements from January 1, 1999. In addition, they do not purport to be indicative of future
consolidated results of operations of the Company.

Cardizem® Products

Description of acquisition

On December 28, 2000, the Company acquired the North American rights to the Cardizem® product line (the “Cardizem® Products”)
from Aventis Pharmaceuticals, Inc. and its affiliates (“Aventis”). Cardizem® is a leading calcium channel blocker prescribed for the
treatment of hypertension and angina. The Company acquired all the intangible assets associated with the products including the
patents, regulatory files, trademarks, manufacturing know-how, copyrights and other intellectual property. The Company obtained
the beneficial rights to and the interest in the Cardizem® Products effective December 31, 2000, and will obtain full legal rights
and title on December 31, 2001, following the completion of the payments described below.

The purchase price for the Cardizem® Products was $409,500,000 in cash comprised of an initial payment of $239,500,000, and
the balance of $170,000,000 payable equally over the four quarters of 2001. In accordance with APB No. 21, “Interest on
Receivables and Payables”, the remaining payments have been present valued based on an imputed interest rate of approximately
8%, which was comparable to the Company’s available borrowing rate as at the date of the transaction. Accordingly, the present
value of the remaining payments was determined to be $161,828,000, resulting in a discount of $8,172,000. The total discounted
purchase price was $406,070,000, including costs of acquisition of $4,742,000, which has been allocated entirely to intangible
assets. The intangible assets will be amortized over their estimated useful lives of twenty years.

Manufacturing and transitional services agreements

In connection with the acquisition, the Company entered into manufacturing and transitional services agreements with Aventis under
which Aventis will continue to manufacture, supply and provide distribution services for specified periods to the Company for the
Cardizem® Products. The terms of these agreements are summarized as follows:

Aventis will manufacture and package, or cause another party to manufacture and package, the Cardizem® Products for sale by the
Company. The term of the agreement is from January 1, 2001 to December 31, 2003, with a right to extend the term at the
Company’s option, subject to certain conditions, if by the end of the term the Company is unable to successfully manufacture the
Cardizem® Products on its own behalf, or is unable to reach an agreement with a second source supplier. In addition to the manu-
facturing supply price, the Company agreed to pay additional consideration under the manufacturing agreement of $5,000,000,
$3,000,000 and $2,000,000 on January 2, 2001, 2002 and 2003, respectively.

Aventis has agreed to reimburse the Company for transitional expenses incurred by the Company including general and
administrative, manufacturing, inventory write-offs, and sales and marketing expenses related to the Cardizem® Products. The reim-
bursements are limited to $11,000,000 and $10,000,000 for transitional expenses incurred in the two calendar quarters ending
June 30, 2001 and December 31, 2001, respectively.

Pro forma information

The following unaudited pro forma information presents a summary of consolidated results of operations of the Company including
the contribution from the Cardizem® Products as if the acquisition had occurred on January 1, 1999. The contribution includes only
direct expenses related to the Cardizem® Products and, as such, does not include any allocation of indirect selling, general and
administrative expenses. A full year of amortization, and interest expense on advances under the revolving term credit facility, are
included in the consolidated results of both periods presented. Included in the consolidated results of 1999 is the amortization of
the imputed interest on the Aventis obligation.
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2000 1999
Total revenue $ 567,325 $ 819,964
Net income 2,254 306,266
Basic earnings per share 0.02 2.99
Diluted earnings per share $ 0.02 $ 2.83

These unaudited pro forma consolidated results have been prepared for comparative purposes only. They do not purport to be
indicative of the results of operations which actually would have resulted had the contribution from the Cardizem® Products been
included in the Company’s consolidated financial statements from January 1, 1999. In addition, they do not purport to be indica-
tive of future consolidated results of operations of the Company.

DJ Pharma, Inc. (renamed Biovail Pharmaceuticals Inc.)

Description of acquisition

On October 6, 2000, the Company acquired DJ Pharma, Inc. (“DJ Pharma”), for $165,127,000, including costs of acquisition of
$868,000 and the fair value of unvested DJ Pharma employee stock options. In accordance with FASB Interpretation (“FIN”) No.
44, “Accounting for Certain Transactions Involving Stock Compensation,” the total fair value of the unvested options granted to
employees of DJ Pharma was determined to be $7,480,000, of which $1,759,000 was allocated to the purchase price, and
$5,721,000 was allocated to deferred compensation, based on the ratios of the past and future service periods divided by the total
service period, respectively. The assets, liabilities, revenue and expenses of DJ Pharma have been included in the consolidated
financial statements of the Company from October 6, 2000.

DJ Pharma was organized to market and sell patented and branded generic prescription pharmaceutical products for the treatment
of respiratory and allergy conditions, and for skin and soft tissue infections. DJ Pharma obtained the rights to certain products from
Dura Pharmaceuticals, Inc. and one of its subsidiaries (“Dura”). The products obtained from Dura include a patented broad-
spectrum antibiotic (“Keftab”) used primarily for the treatment of respiratory and skin infections developed by Eli Lilly & Company;
a line of prescription cough, cold and allergy branded generic products (“Dura-Vent”) developed by Dura; and a line of prescription
cough, cold and allergy branded generic products (“Rondec”) developed by Abbot Laboratories. DJ Pharma also had the exclusive
rights to sell and market Schering Corporation’s (“Schering”) antibiotic Cedax in the United States. Cedax is an antibiotic indicated
for the treatment of chronic bronchitis, middle ear infection and tonsillitis.

DJ Pharma had an assembled workforce mainly involved in the sales and marketing of its products.

Assembled workforce

At the acquisition date, the Company obtained the services of approximately 300 DJ Pharma employees, consisting primarily of
sales account managers and representatives. The assembled workforce was fair valued using a cost approach, and is estimated
to have a useful life of six years.

Product rights

At the acquisition date, DJ Pharma had various purchase, licensing and supply agreements covering branded products and product
families such as Keftab, Dura-Vent, Rondec and Cedax. These contracts provide the Company with a stream of identifiable benefits
resulting from the sale of these products. Under the agreement with Dura, DJ Pharma obtained exclusive rights to Keftab, Dura-
Vent and Rondec through to December 31, 2002, in return for payment of certain license fees based on a percentage of net sales,
subject to annual maximums (the “Dura Agreement”). At the expiration of the Dura Agreement, DJ Pharma obtains Dura’s rights to
Dura-Vent worldwide, and its rights to Rondec and Keftab within the United States. Under the agreement with Schering, DJ Pharma
obtained the co-exclusive right to market Cedax in the United States. At the termination of the agreement, all rights to the product
revert back to Schering. The products under the license agreements were valued using an income approach, based on the present
value of the incremental revenue and corresponding cash flow that could be lost in the absence of these contracts. The discount
rate used was an after-tax market-derived rate of 18%. The fair value of the Keftab, Dura-Vent and Rondec products was determined
to be $96,500,000, with estimated useful lives of twenty years. The fair value of the Cedax product was determined to be
$34,000,000, with an estimated useful life of ten years, based on the remaining term of the Schering agreement.
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Deferred compensation

DJ Pharma initiated an Executive Deferred Compensation Plan to provide certain employees with the opportunity to supplement
their retirement income through the deferral of pre-tax income. The initial funding of the plan was through compensation deferrals
by the plan participants. Those funds, totalling $8,268,000, were placed in trust and invested to purchase life insurance policies
(recorded at the cash surrender value) in the names of each participant. The terms of the trust agreement state that the assets
of the trust are available to satisfy the claims of general creditors of the company in the event of bankruptcy, thereby qualifying the
trust as a rabbi trust for income tax purposes. In accordance with Emerging Issues Task Force Issue (“EITF”) 97-14, “Accounting
for Deferred Compensation Arrangements Where Amounts Earned Are Held in a Rabbi Trust and Invested”, the assets of the trust
have been consolidated with the accounts of the employer in the financial statements of the employer, with a corresponding
amount recorded as a deferred compensation obligation. Changes in the value of the assets held by the trust are recorded in
earnings each period, with a corresponding charge (or credit) to compensation expense, to reflect the fair value of the amount owed
to the participants.

Subsequent transaction

On December 27, 2000, DJ Pharma and Dura agreed to amend certain provisions of the Dura Agreement, with the effect that the
second closing date under the agreement was accelerated from December 31, 2002. Consequently, DJ Pharma obtained the own-
ership to the Dura-Vent and Rondec product lines, including the trademarks, regulatory history, formulations, manufacturing know-
how and marketing information, and the assignment of Dura’s license rights to the Keftab product line, as of the amendment date.
In consideration, DJ Pharma agreed to make the maximum remaining license payments under the Dura Agreement, and to settle
the promissory note payable and the product acquisition notes payable to Dura, plus accrued interest to the amendment date. The
remaining maximum license payments amounted to $19,800,000 and have been capitalized to product rights, and the settlement
of the principal plus interest due under the notes amounted to $28,100,000.

Pro forma information
The following unaudited pro forma information presents a summary of the consolidated results of operations of the Company and
DJ Pharma as if the acquisition had occurred on January 1, 1999. A full year of amortization is included in the consolidated results
of both periods presented.

2000 1999
Total revenue $ 341,382 $ 209,645
Net loss (158,081) (114,208)
Basic and diluted loss per share $ (1.23) $ (1.11)

These unaudited pro forma consolidated results have been prepared for comparative purposes only. They do not purport to be
indicative of the results of operations which actually would have resulted had DJ Pharma been included in the Company’s consoli-
dated financial statements from January 1, 1999. In addition, they do not purport to be indicative of future consolidated results of
operations of the Company.

1999 Acquisition

Fuisz Technologies Ltd. (renamed Biovail Technologies Ltd.)

Description of acquisition

On November 12, 1999, the Company completed the acquisition of Fuisz Technologies Ltd. (“Fuisz”) for $171,154,000 including
costs relating to the acquisition. Fuisz is an international company that is engaged in the development, manufacturing and
commercialization of a wide range of drug delivery, nutraceutical and food ingredient products utilizing its proprietary CEFORM®,
SHEARFORM® and other drug delivery technologies (the “Fuisz Technology”).

Fuisz was acquired through a series of transactions which began in July 1999 with the purchase of certain Fuisz common stock and

the announcement on July 25, 1999 that the Company had entered into a merger agreement to acquire the remaining common
stock of Fuisz in a two-stage transaction consisting of a cash tender offer and a stock-for-stock merger.
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By September 4, 1999, the Company had completed the acquisition of 49% of Fuisz’s outstanding common stock for cash consid-
eration of $75,565,000 pursuant to the cash tender offer and other purchase transactions. On November 12, 1999, Biovail
acquired the remaining common stock of Fuisz by issuing 6,176,620 common shares of the Company, with a fair value of
$88,243,000. The value of the common shares issued by the Company was determined by reference to the average market price
of the Company’s common shares before and after the date of the merger agreement on July 25, 1999.

Purchase price allocation

The Company accounted for the acquisition of Fuisz as a step acquisition using the purchase method of accounting. The Company
has recognized in these consolidated financial statements its 49% equity interest in the results of Fuisz for the period from
September 4, 1999, the date it acquired significant influence, to November 12, 1999, the date of acquisition of control. The equi-
ty loss for this period amounted to $58,399,000, and includes the Company’s proportionate share of acquired research and devel-
opment. The assets, liabilities, revenue and expenses of Fuisz have been included in these consolidated financial statements from
November 12, 1999.

The purchase price of $171,154,000, which includes acquisition costs of $7,346,000, was allocated as follows:

Acquired research and development $ 137,470
Current assets 60,617
Assets held for disposal 20,000
Buildings and equipment 16,893
Intangible assets 358
Workforce 2,041
Core technology 11,185
Goodwill 30,481
Current liabilities (21,820)
Debt assumed (86,071)
Purchase price $ 171,154

Included in the provision for restructuring costs related to the acquisition of Fuisz, established by the Company at the date of acqui-
sition, was a $10,000,000 reserve for the settlement of a pre-acquisition contract. The settlement of this contract was a contin-
gency that existed prior to the acquisition of Fuisz, and the amount of the reserve was based on the information available to the
Company at that time in accordance with SFAS No. 38, “Accounting for Preacquisition Contingencies of Purchased Enterprises”.
The reserve was included in the determination of the net assets of Fuisz acquired. During 2000, the Company entered into a final
settlement of this preacquisition contract.

During 2000, the Company issued 27,000 additional common shares in relation to the acquisition of Fuisz with a fair value of
$386,000. The cash settlement of the contract and the issuance of additional common shares resulted in an additional charge of
$7,460,000 that has been allocated to goodwill acquired.

Acquired research and development

The Fuisz Technology involves drug delivery platforms and the application of such platforms to specific product development pro-
grams. At the date of acquisition, Fuisz was involved in seventeen product development projects for a number of pharmaceutical
companies which were in various stages of completion. With the exception of certain nutraceutical products, the Fuisz Technology
had not been employed in any product which had received regulatory approval to date and was considered to have no alternative
future use other than for the therapeutic indications for which it was in development or which may be developed. Accordingly, tech-
nological feasibility of the products related to the Fuisz Technology was not established at the acquisition date and was considered
to be in-process research and development.

Two of the projects had been submitted for approval with the applicable regulatory authorities. One project was submitted to the
FDA in June 1998 and the other was submitted to the Medical Control Agency in the U.K. (“MCA”) in April 1998. The remaining
fifteen projects were expected to be completed in accordance with Fuisz’'s contractual obligations with the relevant customers over
the next eighteen months.

54



Biovail Corporation 2000 Annual Report

Notes to Consolidated Financial Statements

In accordance with U.S. generally accepted accounting principles

(Tabular amounts in thousands of U.S. dollars, except number of shares and per share data)

(Amounts as at December 31, 1998 and for the year then ended are unaudited - see note 24)

The development projects were estimated to be 65% complete on average, estimated peak sales were approximately
$942,000,000 per annum, estimated costs to completion of these products were approximately $9,500,000 and a discount rate
of 28% was used. The average time to full completion of the remaining work for the projects in development was estimated to be
approximately twelve months. The work remaining to complete the products in development involved on-going formulation, bioe-
quivalency, safety and efficacy studies and the submission of regulatory filings to seek marketing approvals. The principal risks
relating to the acquired technology were the outcomes of such clinical trials and Biovail’s ability to negotiate acceptable commer-
cial terms with the pharmaceutical companies developing the products. As pharmaceutical products cannot be marketed without
regulatory approvals, the Company will not receive any benefits unless regulatory approval is obtained.

In April 2000, one of the products under development at the acquisition date received approval from the MCA. The product, a rapid
dissolve form of ibuprofen, represented the first commercial introduction of a product utilizing the Fuisz Technology.

Assets held for disposal
The Company determined, as part of its evaluation of the purchase of Fuisz, that certain operations of Fuisz were not strategic to
Biovail’s business plans and accordingly should be sold.

Prior to the completion of the stock exchange, on October 22, 1999, Fuisz agreed to sell all of the issued shares of three of its
wholly-owned European subsidiaries for proceeds of $28,700,000. Further, Fuisz agreed to assign all of the rights, privileges and
advantages from its Cebutid trademark to the purchaser of its European subsidiaries for proceeds of $10,273,000. No gain or loss
was recognized by the Company on these transactions as these subsidiaries were included in the purchase price allocation at their
fair value when Biovail acquired its 49% interest in Fuisz.

On December 1, 1999, with an effective date of January 4, 2000, the Company entered into an agreement to sell all of the issued
share capital of Clonmel Healthcare Limited (“Clonmel”), a pharmaceutical and antibiotic manufacturer and distributor located in
Ireland, for proceeds of $20,000,000. The Company recognized no gain or loss on this transaction as Clonmel was included at its
fair value in the purchase price allocation on November 12, 1999.

Under the terms of the sale of Clonmel, the Company repaid an IR£8,452,000 term bank loan connected with the 1997 acquisi-
tion of Clonmel by Fuisz, utilizing the restricted cash balance of $11,258,000 that was pledged as collateral against the term bank
loan at December 31, 1999.

Pro forma information

The following unaudited pro forma information presents a summary of the consolidated results of operations of the Company and
Fuisz as if the acquisition, disposals and repayment of convertible subordinated debentures had occurred on January 1, 1998. A
full year of goodwill amortization and interest costs is included for both periods presented. Included in the consolidated results for
1998 is the write-off of acquired research and development.

1999 1998
Total revenue $ 184,390 $ 124,656
Net loss (5,186) (135,236)
Basic and diluted loss per share $ (0.05) $ (1.17)

These unaudited pro forma consolidated results have been prepared for comparative purposes only. They do not purport to be
indicative of the results of operations which actually would have resulted had Fuisz been included in the Company’s consolidated
financial statements from January 1, 1998. In addition, they do not purport to be indicative of future consolidated results of oper-
ations of the Company.
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NOTE [5] Cash and Cash Equivalents

2000 1999
Cash and bank certificates of deposit $ 65,784 38,776
Money market funds and corporate debt securities 59,360 139,310
$ 125,144 178,086
NOTE [6 ] Accounts Receivable

2000 1999

Trade (net of allowance for doubtful accounts of
$4,049,000 and $3,255,000 for 2000 and 1999, respectively) $ 98,442 50,458
Royalties 3,565 3,176
Other 3,843 6,937
$ 105,850 60,571

The Company performs ongoing credit evaluations of customers and generally does not require collateral. Allowances are main-
tained for potential credit losses. Three customers accounted for 61% and 82% of trade and royalties receivable at December 31,
2000 and 1999, respectively. The Company believes that there is no unusual exposure associated with the collection of

these receivables.

NOTE [7] Inventories

2000 1999
Raw materials $ 7,140 5,149
Work in process 5,079 4,258
Finished goods 11,889 3,294
$ 24,108 12,701

NOTE [8 ] Long-Term Investments
2000 1999
Investment in Hemispherx Biopharma, Inc. $ 1,357 -
Other securities 204 -
Investment in Intelligent Polymers - 12
$ 1,561 12

In February 2000, the Company invested $2,250,000 in common shares of Hemispherx Biopharma, Inc. (“Hemispherx”). The
investment represents approximately 1% of the outstanding common shares of Hemispherx and has been classified as being avail-

able-for-sale. The fair value of the investment at December 31, 2000 was $1,357,000.

In September 2000, the 12,000 special shares of Intelligent Polymers, acquired by the Company in 1997, were sold to

IPL Acquireco.

During 1999, the Company sold certain long-term investments, which had been acquired in 1998, for a net gain of $1,948,000.
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NOTE [9] Property, Plant and Equipment

2000

1999

Accumulated

Accumulated

Cost depreciation Cost depreciation
Land $ 4,419 $ - $ 1,270 $ -
Buildings 19,489 4,553 17,423 3,724
Machinery and equipment 30,054 10,701 24,914 7,366
Other equipment and leasehold improvements 20,233 6,400 15,873 3,090
74,195 21,654 59,480 14,180
Less accumulated depreciation 21,654 14,180
$ 52,541 $ 45,300
Depreciation expense amounted to $8,096,000, $4,138,000 and $3,074,000 in 2000, 1999 and 1998, respectively.
NOTE [10] Goodwill
2000 1999
Cost $ 109,408 $ 35,310
Less accumulated amortization 6,303 3,539
$ 103,105 $ 31,771
Amortization expense amounted to $2,850,000, $2,018,000 and $204,000 in 2000, 1999 and 1998, respectively.
NOTE [11] Intangible Assets
2000 1999
Workforce $ 7,241 $ 2,041
Core technology 11,185 11,185
Brand names, product rights and royalty interests
Cardizem® Products 406,070 -
Keftab, Dura-Vent, Rondec and Cedax 154,089 -
Adalat Product 64,720 9,000
Tiazac® 15,000 15,000
Other 22,217 11,602
680,522 48,828
Less accumulated amortization 13,091 3,374
$ 667,431 $ 45,454

Amortization expense amounted to $10,042,000, $2,031,000 and $1,551,000 in 2000, 1999 and 1998, respectively.

Adalat Product

On October 4, 1999, Biovail and Elan Corporation, plc (“Elan”) entered into a licensing and supply agreement, whereby Biovail
obtained a license to distribute Elan’s generic version of Adalat CC 30mg dosage (the “Adalat Product”), in exchange for royalties
based on a percentage of sales. The Company first launched the Adalat Product in March 2000. Elan manufactures and supplies

the Adalat Product to Biovail.
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On December 29, 2000, Biovail and Elan agreed to certain amendments to the licensing and supply agreement (the “Amended
Agreement”), effective January 1, 2000. The initial term of the Amended Agreement is fifteen years from the date of first
commercial sale. Under the terms of the Amended Agreement, Biovail will pay to Elan annual minimum license payments, exclusive
of the direct manufacturing cost of the Adalat Product purchased from Elan.

The minimum license payments have been capitalized as a product right, with a corresponding long-term obligation to Elan. In accor-
dance with APB No. 21, the value assigned to the product right and obligation was the present value of the minimum license pay-
ments based on an imputed interest rate of approximately 8%, which was comparable to the Company’s available borrowing rate
as at the date of the transaction. Accordingly, the present value of the minimum license payments was determined to be
$64,720,000 resulting in a discount of $8,780,000. The product right will be amortized over its estimated useful life, which is the
remaining initial term of the Amended Agreement. At the end of the initial term, the Amended Agreement continues automatically
for subsequent two-year periods, unless terminated by either party.

NOTE [12] Other Assets

2000 1999

Deferred financing costs $ 14,228 $ 5,024
Less accumulated amortization 359 805
13,869 4,219

Deferred compensation trust fund 8,311 -
$ 22,180 $ 4,219

Amortization expense related to deferred financing costs amounted to $538,000, $698,000 and $128,000 in 2000, 1999 and
1998, respectively.

NOTE [13] Accrued Liabilities

2000 1999

Accrued product returns, rebates and chargebacks $ 16,895 $ 798
Employee costs 5,696 4,528
Provision for restructuring costs 3,482 13,597
Royalties 3,355 1,331
Professional fees 2,438 2,163
Interest 426 1,736
Product rights - 1,524
Other 3,160 5,430
$ 35,452 $ 31,107

At December 31, 2000, the provision for restructuring costs comprises $1,602,000 related to the acquisition of DJ Pharma, and
$1,880,000 (1999 - $13,597,000) related to the acquisition of Fuisz. These costs were included in the determination of the net
assets of DJ Pharma and Fuisz acquired, respectively.

At December 31, 2000, the provision for restructuring costs related to the acquisition of DJ Pharma consists of employee costs of
$1,362,000 and $240,000 of other costs.

At December 31, 2000, the provision for restructuring costs related to the acquisition of Fuisz consists of $1,000,000 (1999 -

$11,250,000) for the settlement of contracts, $880,000 (1999 - $1,303,000) for the termination of employees and nil (1999 -
$1,044,000) of other costs. The reduction in the provisions was substantially the result of cash payments made during 2000.
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NOTE [14] Long-Term Obligations

2000 1999

Revolving term credit facility (i) $ 210,000 $ -
Aventis obligation (ii) 161,828 -
Elan obligation (iii) 58,090 -
Deferred compensation 8,311 -
Non-interest bearing government loan (iv) 470 1,250
U.S. Dollar Senior Notes (v) - 125,000
Term bank loan (vi) - 10,799
Other debt 45 455
438,744 137,504

Less current portion 182,564 12,016
$ 256,180 $ 125,488

(i) Revolving term credit facility

On December 27, 2000, the Company entered into a definitive agreement with The Bank of Nova Scotia (the “Bank”) for a revolv-
ing term $300,000,000 Senior Secured Credit Facility (the “Credit Facility”). The Credit Facility is fully underwritten by the Bank in
anticipation of syndication to the Bank and other financial institutions (the “Lenders”) who may commit to a portion of the Credit
Facility. The Credit Facility is revolving in nature for the initial term of 364 days, and may be extended at the request of the Company
and at the sole discretion of the Lenders for additional periods of up to 364 days. If the Lenders elect not to extend the revolving
period of the Credit Facility, the Company may elect to convert amounts then outstanding to a non-revolving facility with a final matu-
rity date two years from the then current revolving period maturity date. In this event, advances shall be repaid by equal quarterly
instalments through the term period. Accordingly, the Credit Facility has been classified as a long-term obligation.

Borrowings under the Credit Facility are secured by a charge over substantially all of the assets and undertakings, including intel-
lectual property, of the Company. The credit agreement includes certain financial and non-financial covenants. The financial
covenants require the Company to meet or exceed certain minimum thresholds for shareholders’ equity and interest coverage, and
not to exceed a maximum threshold in respect of the ratio of debt to earnings before interest, taxes, depreciation and amortiza-
tion. Non-financial covenants include, but are not limited to, restrictions on acquisition, capital and debt restructuring related activ-
ity exceeding established thresholds. Upon a change in control, the holder of the Credit Facility has the right to require the Company
to settle the entire Credit Facility, plus accrued and unpaid interest at the date of settlement.

Borrowings may be by way of U.S. dollar London Interbank Offering Rate (“LIBOR”) or U.S. Base Rate advances or Canadian dollar
Prime Rate or Bankers’ Acceptance (“BA”) advances. Interest is charged at the Bank’s quoted rate plus a borrowing margin of
1.375% to 2% in the case of LIBOR and BA advances, and 0.375% to 1% in the case of Base Rate and Prime Rate advances, depend-
ing on the Company’s credit rating at the time of such borrowing. The effective rate of interest at December 31, 2000 was 8.84%.

(ii) Aventis obligation

The Aventis obligation of $170,000,000 was assumed on the acquisition of the Cardizem® Products. The obligation, which is non-
interest bearing, has been discounted by $8,172,000, based on an imputed interest rate of approximately 8%. The obligation is
payable in quarterly instalments of $42,500,000 on March 30, June 29, September 28 and December 28, 2001.

(iii) Elan obligation

The Elan obligation of $73,500,000 reflects the minimum license payments assumed under the Amended Agreement for the Adalat
Product. The obligation, which is non-interest bearing, has been discounted by $8,780,000 based on an imputed interest rate of
approximately 8%. The first installment of $17,500,000, which is payable on January 5, 2001, has been recorded net of
$6,630,000 due to the Company from Elan. The remaining installments are payable quarterly in the following gross annual
amounts: 2001 - $16,000,000; 2002 - $14,000,000; 2003 - $10,000,000; 2004 - $8,000,000; and 2005 - $8,000,000.
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(iv) Non-interest bearing government loan
The non-interest bearing government loan is payable to Western Economic Diversification, a Canadian federal government agency.
The final payment is due in 2001.

(v) U.S. Dollar Senior Notes

Issued under an indenture dated November 16, 1998, the U.S. Dollar Senior Notes (the “Senior Notes”) were general unsecured
senior obligations, which bore interest at 10 7/8%, payable semi-annually in arrears on May 15 and November 15 of each year.
The Senior Notes were due to mature on November 15, 2005.

At December 31, 1999, the fair value of the Senior Notes was $128,388,000.

In March 2000, the Company repurchased all of its outstanding notes at a redemption price of 112.820% of the principal amount,
plus accrued interest. The premium paid by the Company of $16,017,000 consisted of a consent payment of $2,500,000 and a
premium of $13,517,000 calculated by reference to the bid price and yield on March 6, 2000 for the 5 3/4% U.S. Treasury Note due
on November 20, 2002. In accordance with SFAS No. 4, “Reporting Gains and Losses From Extinguishment of Debt”, the premium
paid together with the unamortized deferred financing costs on the notes, which amounted to $4,022,000, are reported as an extra-
ordinary item in the consolidated statements of income (loss).

(vi) Term bank loan

The term bank loan of IR£8,452,000 bore interest at the bank’s reference rate plus margin (aggregate rate of 4.13% at December
31, 1999). The loan was collateralized by a restricted cash balance of $11,258,000, which was used to repay the loan in
January 2000.

Interest
Interest expense on long-term obligations amounted to $3,059,000, $13,594,000 and $2,358,000 for the years ended December
31, 2000, 1999 and 1998, respectively.

Principal repayments
Principal repayments on long-term obligations for the years ending December 31, are as follows:

2001 $ 182,564
2002 116,835
2003 114,219
2004 7,388
2005 7,466
2006 1,961
Thereafter 8,311

$ 438,744
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NOTE [15] Convertible Subordinated Preferred Equivalent Debentures

Description

The Company issued under an indenture dated March 22, 2000, 6,000,000 Convertible Subordinated Preferred Equivalent
Debentures, due on March 31, 2025 (the “Debentures”) for gross proceeds of $300,000,000. After deducting financing costs of
$11,228,000, the net proceeds from the issue amounted to $288,772,000. The Debentures are unsecured and subordinated
to all senior indebtedness, as defined, of the Company. At the holders’ option, the Debentures are convertible at any time into
common shares of the Company at $30.337 per common share. During 2000, 300 Debentures, with a face value of $15,000, were
converted into 494 common shares of the Company.

Interest

The Debentures bear interest at 6.75%, payable quarterly in arrears on March 31, June 30, September 30 and December 31 of
each year. Subject to certain conditions, the Company has the right to defer payment of interest on the Debentures for up to
twenty consecutive quarterly periods. At the option of the Company, the deferred interest may be paid using the proceeds from the
sale of common shares or other equity securities of the Company.

Interest expense on the Debentures amounted to $15,750,000 for the period ended December 31, 2000.
Optional redemption
On or after March 31, 2003, the Company may, at its option, redeem in whole or in part, the Debentures at the following prices,

plus accrued and unpaid interest, if redeemed during the twelve-month period commencing on March 31 of the years indicated:

Redemption

price
2003 104.725%
2004 104.050
2005 103.375
2006 102.700
2007 102.025
2008 101.350
2009 100.675

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,
may be paid using the proceeds from the sale of common shares or other equity securities of the Company.

Special redemption

At any time prior to March 31, 2003, other than during periods where the Company has elected to defer the payment of interest,
the Company may redeem the Debentures at its option, in whole or in part, at 106.750% of the principal amount plus accrued and
unpaid interest, if the trading price of the Company’s common shares equals or exceeds $45.505 per share on the New York Stock
Exchange for 20 trading days within 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, the holders of the Debentures called for redemption
will receive an additional payment in a amount equal to the present value of the aggregate amount of the interest that would have
thereafter been payable on the Debentures from the special redemption date to March 31, 2003. The present value would 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. The Company would be obligated to make the additional payment on all the Debentures called for special redemption,
whether or not those Debentures are converted into common shares prior to the special redemption date.

Fair value
At December 31, 2000, the fair value of the Debentures, based on the quoted market price, was $428,979,000.
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NOTE [16] Shareholders’ Equity
Authorized and issued shares

Stock splits
In October 2000, pursuant to shareholders’ consent received at the 2000 annual meeting, the Company’s common shares split on
a 2 for 1 basis.

In December 1999, the shareholders of the Company authorized a 2 for 1 stock split, and an increase in authorized shares to an
unlimited number of common shares without par value.

All share and per share amounts in these consolidated financial statements have been retroactively adjusted to give effect to the
stock splits.

Share offerings
In March 2000, concurrent with the offering of the Debentures, the Company completed a share offering by issuing 4,000,000 com-
mon shares for gross proceeds of $101,125,000 less issue costs of $5,782,000.

In October 1999, the Company completed a share offering by issuing 20,360,000 common shares for gross proceeds of
$259,590,000 less issue costs of $13,538,000.

Stock repurchase program

During 1998, the Company implemented a stock repurchase program under which the Company was able to purchase up to 10%
of its issued and outstanding common shares. Prior to December 31, 1998, 9,087,600 common shares had been repurchased
under this program at a cost of $72,141,000. The excess of the cost of the common shares acquired over the stated capital there-
of, totalling $70,380,000, was charged to retained earnings. During 1999, 2,930,800 common shares were repurchased at a cost
of $30,593,000. The excess of the cost of the common shares acquired over the stated capital thereof, totalling $29,976,000 was
charged to deficit. The program was terminated with no further common shares repurchased.

Stock Option Plan

Under the Company’s Stock Option Plan, as amended (the “Plan”), the Company may grant to directors, officers, employees, con-
sultants and advisors, options to purchase common shares of the Company. The purpose of the Plan is to provide long-term incen-
tives and rewards to certain of the Company’s directors, officers, employees, consultants and advisors. The aggregate number of
shares reserved for issuance under the Plan, taking into consideration the 2 for 1 stock splits completed in October 2000 and
December 1999, shall not exceed 28,000,000 common shares. The number of shares reserved for issuance to any one person
under the Plan, together with shares which that person may acquire under any similar plan of the Company, may not exceed 5% of
the total issued and outstanding common shares. Under the Plan, the Company designates the maximum number of shares that
are subject to an option. The exercise price per share of an option is the closing market price at which the common shares are
traded on the New York Stock Exchange on the day prior to the date the option is granted, or if not so traded, the average between
the closing bid and ask prices thereof as reported for that day.

The option vesting terms vary based on the type of option. Management options granted prior to January 1, 1999 vest as to one-
third each year commencing on the first anniversary of the grant and will expire on a date not later than five years from the date
of the grant.

Option granted after January 1, 1999 vest as follows: Executive options vest pursuant to the terms and conditions of the employ-
ment agreement; special options vest on the second anniversary date of the grant; management options vest as to one-fourth each

year commencing on the first anniversary of the grant and expire not later than seven years from the date of the grant.

The following table summarizes the Company’s stock option activity for the three years ended December 31, 2000 taking into effect
the 2 for 1 stock splits in October 2000 and December 1999:
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Weighted
Options average
(000s) exercise price
Outstanding balance, December 31, 1997 10,079 $ 6.29
Granted 1,204 8.79
Exercised (1,882) 2.14
Forfeited (560) 7.67
Outstanding balance, December 31, 1998 8,841 6.91
Granted 3,369 18.57
Exercised (1,334) 5.72
Forfeited (429) 7.37
Outstanding balance, December 31, 1999 10,447 10.81
Granted 2,345 27.06
Exercised (2,436) 5.79
Forfeited (307) 18.29
Outstanding balance, December 31, 2000 10,049 $ 15.58
The following table summarizes the information about options outstanding at December 31, 2000:
Weighted
average Weighted Weighted
Range of remaining average average
exercise Outstanding contractual exercise Exercisable exercise
prices (000s) life (Years) price (000s) price
$ 296- $ 3.13 240 2.7 $ 2.99 22 $ 2.55
5.00 - 7.50 391 1.2 6.79 291 6.73
7.58 - 10.50 4,986 2.3 8.22 2,567 7.91
12.77 - 17.50 421 3.9 16.08 389 22.50
22.50 - 29.00 2,953 6.1 22.77 - -
$ 36.00 - $ 38.84 1,058 7.0 36.10 - -
10,049 $ 15.58 3,269 $ 9.50

The Company accounts for compensation expense for certain members of the Plan under the provisions of APB No. 25. Had com-

pensation cost for the Plan been determined based upon fair value at the grant date for awards under this plan consistent with the

methodology prescribed under SFAS No. 123, the Company’s net income (loss) and earnings (loss) per share would have changed

to the pro forma amounts indicated below:

Net income (loss) as reported
Estimated stock-based compensation costs

Pro forma net income (loss)

Pro forma earnings (loss) per share

2000 1999 1998

$ (147,976) $ (109,978) $ 41,577
16,680 7,534 5,264
(164,656) (117,512) 36,313

$ (1.28) 3 (1.15) $ 0.34

The fair values of all options granted during 2000, 1999 and 1998 were estimated as of the date of grant using the Black-Scholes

option pricing model with the following weighted average assumptions:
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2000 1999 1998
Expected option life (years) $ 4.2 $ 3.8 $ 4.0
Volatility 41.1% 49.1% 47.6%
Risk-free interest rate 5.8% 5.7% 5.5%

The Black-Scholes model, used by the Company to calculate option values, as well as other currently accepted option valuation
models, were developed to estimate the fair value of freely tradable, fully transferable options without vesting restrictions, which
significantly differ from the Company’s stock option awards. These models also require highly subjective assumptions, including
future stock price volatility and expected time until exercise, which greatly affect the calculated values. Accordingly, management
believes that these models do not necessarily provide a reliable single measure of the fair value of the Company’s stock
option awards.

Employee Stock Purchase Plan

The Company’s Employee Stock Purchase Plan (“EPP”) was approved by the shareholders at the Special Shareholders Meeting held
on January 1, 1996 and was established in 1996. The purpose of the EPP is to provide a convenient method for full-time employ-
ees of the Company to participate in the share ownership of the Company or to increase their share ownership in the Company via
payroll or contractual deduction. Directors, senior officers or insiders of the Company are not eligible to participate in the EPP. The
aggregate number of shares reserved for issuance under the EPP, taking into consideration the 2 for 1 stock split in December
1999, shall not exceed 600,000 common shares. At the discretion of a committee of the Board of Directors that will administer
the EPP, the Company may issue directly from treasury or purchase shares in the market from time to time to satisfy the obligations
under the EPP. A participant may authorize payroll or contractual deduction up to a maximum of 10% of the base salary or remu-
neration to be received during any purchase period. The purchase price shall be 90% of the fair market value per share of stock on
the date on which the eligible period ends.

Warrants

In October 1997, Intelligent Polymers completed a public offering of 3,737,500 units. Each unit comprised one common share of
Intelligent Polymers and one warrant to purchase four post-split common shares of the Company. The net proceeds to Intelligent
Polymers of the offering after offering expenses amounted to approximately $69,500,000. On September 30, 1999, the units sep-
arated and the Intelligent Polymers’ common shares and the Company’s warrants traded independently of each other. The warrants
are exercisable at a per share price of $10.00 from October 1, 1999 until September 30, 2002.

In 1997, the Company recorded a credit to equity of $8,244,000 equal to the proceeds attributable to the warrants included in the
offering as determined at the time of their issuance, along with an offsetting contra equity account called “warrant subscription
receivable”. Payments received from Intelligent Polymers, pursuant to the Development Agreement, were prorated between research
and development revenue and the warrant subscription receivable.

During 2000, 150,250 warrants were exercised in exchange for 601,000 common shares of the Company. The Company received
proceeds on the exercise of warrants of $6,010,000.
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NOTE [17] Income Taxes

The components of the provision for income taxes are as follows:

2000 1999 1998

Current $ 5,610 $ 4,215 $ 2,024
Deferred 3,750 - -
$ 9,360 $ 4,215 $ 2,024

The reported provision for income taxes differs from the expected amount calculated by applying the Company’s Canadian statutory
rate to income (loss) before provision for income taxes. The reasons for this difference and the related tax effects are as follows:

2000 1999 1998
Income (loss) before provision for income taxes $ (75,077) $ (105,763) $ 43,601
Expected Canadian statutory rate 44.39% 44.81% 44.81%
Expected provision for (recovery of) income taxes (33,327) (47,392) 19,538
Non-deductible amounts
Acquired research and development 92,519 47,311 -
Goodwill amortization 1,265 904 91
Compensation cost for employee stock options 205 3,434 1,002
Equity loss - 26,169 -
Foreign tax rate differences (58,379) (35,120) (22,442)
Unrecognized income tax benefit of losses 5,922 7,983 3,545
Other 1,155 926 290
$ 9,360 $ 4,215 $ 2,024

The Company has provided for foreign withholding taxes on the portion of undistributed earnings of foreign subsidiaries expected
to be remitted.

Deferred income taxes have been provided on the following temporary differences:

2000 1999
Deferred tax assets
Tax loss carryforwards $ 39,837 $ 29,644
Scientific Research and Experimental Development (“SR&ED”) pool 16,664 14,960
Investment tax credits 11,180 9,824
Deferred financing costs 9,320 4,347
Other 4,963 -
Total deferred tax assets 81,964 58,775
Less valuation allowance on deferred tax assets (43,250) (53,741)
Net deferred tax assets 38,714 5,034
Deferred tax liability
Intangible assets 38,714 5,034
Net deferred income taxes $ - $ -
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In accordance with SFAS No. 109, at the date of acquisition of DJ Pharma the Company recognized deferred tax liabilities of
$33,903,000 and deferred tax assets of $1,011,000 for the tax consequences of differences between the assigned values and
tax bases of DJ Pharma’s acquired assets and liabilities, excluding goodwill. The Company also recognized the available tax bene-
fit of previously existing U.S. federal tax loss carryforwards, through a $32,892,000 reduction in the valuation allowance, an amount
equal to the net taxable temporary differences of DJ Pharma. In addition, the Company utilized $3,750,000 of pre-acquisition U.S.
federal tax loss carryforwards of Fuisz to reduce the current provision for income taxes on income earned by DJ Pharma since the
date of acquisition. The utilization of these loss carryforwards resulted in a corresponding reduction in the value of the Fuisz good-
will acquired.

At December 31, 2000, the Company has accumulated tax losses of $47,506,000 available for federal and provincial purposes in
Canada, which expire from 2001 to 2007. The Company also has $11,176,000 of unclaimed Canadian investment tax credits,
which expire from 2001 to 2010. The losses and investment tax credits can be used to offset future years’ taxable income.

The Company has accumulated tax losses of $84,908,000 for federal and state purposes in the U.S., which expire from 2007 to
2019. The losses can be used to offset future years’ taxable income. There may be limitations on the annual utilization of the U.S.
net operating losses as a result of certain changes in ownership that have occurred.

In addition, the Company has pooled SR&ED expenditures amounting to approximately $39,400,000 available to offset against
future years’ taxable income from the Canadian operations, which may be carried forward indefinitely.

NOTE [18 ] Earnings (Loss) Per Share
In accordance with SFAS No. 128, “Earnings Per Share”, earnings per share are computed by dividing income available to common

shareholders by the weighted average number of common shares outstanding for the reporting period. Earnings (loss) per share,
for all periods presented, were calculated using the weighted average number of common shares outstanding during each period,

as follows:
2000 1999 1998
Basic earnings (loss) per share
Net income (loss) $ (147,976) $ (109,978) $ 41,577
Weighted average number of common
shares outstanding (000s) 128,824 102,542 106,564
Basic earnings (loss) per share $ (1.16) $ (1.07) $ 0.39
2000 1999 1998
Diluted earnings (loss) per share
Net income (loss) $ (147,976) $ (109,978) $ 41,577
Weighted average number of common
shares outstanding (000s) 128,824 102,542 106,564
Dilutive effect of warrants and stock options (000s) - - 2,380
Adjusted weighted average number of
common shares outstanding (000s) 128,824 102,542 108,944
Diluted earnings (loss) per share $ (1.16) $ (1.07) $ 0.38

For 2000 and 1999, all warrants and stock options were excluded from the calculation of diluted loss per share because the effect
would have been anti-dilutive. For all periods presented, the potential dilutive effect of warrants and stock options on the weighted
average number of common shares outstanding was as follows:
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2000 1999 1998
(000s) (000s) (000s)
Weighted average number of
common shares outstanding 128,824 102,542 106,564
Dilutive effect of warrants 9,657 3,315 -
Dilutive effect of stock options 5,031 2,317 2,380
Adjusted weighted average number
of common shares outstanding 143,512 108,174 108,944

For 2000, the Debentures have been excluded from the calculation of diluted loss per share because the effect would have
been anti-dilutive.

NOTE [19 ] Commitments and Contingencies
Operating leases
The Company occupies certain facilities under lease arrangements and leases certain equipment. Rental payments amounted to

approximately $4,800,000, $700,000 and $600,000 in 2000, 1999 and 1998, respectively.

Minimum future lease payments under operating leases for the years ending December 31 are as follows:

2001 $ 5,224
2002 3,547
2003 1,745
2004 1,745
2005 1,277

Thereafter 1,606

Capital commitment

On February 7, 2000, the Company entered into an agreement to acquire a pharmaceutical manufacturing facility located in Dorado,
Puerto Rico for $11,000,000, including a $1,000,000 deposit made on the date of the agreement. Included in the acquisition of
this facility is specialized production and packaging equipment. The closing date is scheduled for January 2001, at which time the
Company is committed to paying the remaining acquisition price of $10,000,000.

NOTE [20] Cash Flow Information

Net change in non-cash operating items

2000 1999 1998

Accounts receivable $ (35,950) $ (9,973) $ (10,036)
Inventories (3,886) (1,560) 6,307
Deposits and prepaid expenses (1,673) 267 (878)
Accounts payable (5,432) 9,214 7,363
Accrued liabilities (9,840) 7,399 (1,800)
Income taxes payable 3,779 2,604 (9)
Deferred revenue 5,772 346 2,676
$ (47,230) $ 8,297 $ 3,623
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Acquisition of businesses, net of cash acquired

2000 1999 1998
Cardizem® Products $ (239,652) $ - $ -
Intelligent Polymers (202,441) - -
DJ Pharma (162,802) - -
Fuisz (17,250) (43,720) -
$ (622,145) $ (43,720) $ -
Non-cash investing and financing activities
2000 1999 1998
Long-term obligation assumed on
acquisition of Cardizem® Products $ (161,828) $ - $ -
Accrued acquisition costs related to the
Cardizem® Products (4,000) - -
Long-term obligation assumed on
license of Adalat Product (58,090) - -
Unrealized holding loss on long-term investments 893 - 877
Issuance of common shares on acquisition of Fuisz - (88,243) -
$ (223,025) $ (88,243) $ 877
Cash paid during the year
2000 1999 1998
Interest paid $ 20,546 $ 14,526 $ 1,050
Income taxes paid 1,889 1,831 2,153

NOTE [21] Legal Proceedings

From time to time, Biovail becomes involved in various legal proceedings which it considers to be in the ordinary course of busi-
ness. The vast majority of these proceedings involve intellectual property issues that often result in patent infringement suits
brought by patent holders upon the 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, Biovail Corporation and its wholly owned subsidiary, Biovail Laboratories, Inc. (“Biovail”), have been sued in sepa-
rate lawsuits by Bayer AG and Bayer Corporation, as well as by Pfizer Inc. (“Pfizer”), upon the filing by Biovail of separate ANDAs
for generic versions of Procardia XL and Adalat CC. These actions make the usual, technical claims of infringement. Biovail is vig-
orously defending these suits and is aggressively pursuing motions for summary judgment.

Biovail has denied the allegations and has pleaded affirmative defenses that the patents are invalid, have not been infringed and
are unenforceable.

On April 23, 1998, Biovail filed a four-count complaint against Bayer AG, Bayer Corporation and Pfizer seeking a declaratory judg-
ment that their patent is invalid, unenforceable, and not infringed by our filing of the ANDAs. Biovail has also asserted that Bayer
Corporation and Pfizer have violated anti-trust laws and have interfered with Biovail’s prospective economic advantage. Biovail's
action has been stayed until the conclusion of the patent infringement suits.
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On or about February 15, 2001, ANDRX Pharmaceuticals, Inc. commenced action against Biovail Corporation and Biovail
Laboratories, Inc. (together “Biovail”) in which ANDRX alleged that Biovail had improperly listed a patent (No. 6,162,463) in the
FDA’s “Orange/Book” and sought declaratory and injunctive relief including a de-listing of the patent, and alleged further that in
listing such patent, Biovail had violated certain statutes and the common law. ANDRX’s motion for Injunctive Relief was denied.

Biovail will contest ANDRX’s allegations aggressively, and will raise defences and counter-claims.

Since this action is at its initial stages, it is not possible to provide any reasonable forecast at this time. Nevertheless, in the event
that some tests on ANDRX’s generic Tiazac® show that it infringes on Biovail's listed 463 Patent, Biovail will launch a patent
infringement suit against ANDRX.

In February, 2001, Biovail Laboratories, Inc. commenced an action against Mylan Pharmaceuticals, Inc. and Pfizer Inc. claiming
damages resulting from an agreement between Mylan and Pfizer that had the effect of blocking the timely marketing of Biovail's
generic version of Pfizer's 30 mg Procardia XL. Biovail’s action alleges that in entering into, and implementing, such agreement
Mylan and Pfizer contravened various statutory provisions. While Biovail believes its action is meritorious, nevertheless, it is not
possible at this early stage, to determine the quantum of damages that may be the subject of an award.

On or about February 13, 2001, Mylan Pharmaceuticals, Inc. brought an action against the FDA alleging that the FDA had improp-
erly granted to Biovail Laboratories, Inc. approval of its generic version of Pfizer Inc.’s 30 mg Procardia XL and sought injunctive
relief compelling the FDA to withdraw such approval.

Biovail and its marketing partner, Teva Pharmaceuticals, Inc. intervened. The Court has denied Mylan’s application for injunctive
relief. Biovail believes that Mylan’s action is without merit and that the FDA acted properly in approving Biovail’s product.
Nevertheless, this action is in the early stages and it is not possible to be more definitive at this time with respect to the likely
result of the suit.

In November 1999, Biovail acquired Fuisz Technologies Ltd. (“Fuisz”). Fuisz is now a wholly-owned subsidiary of Biovail and has
been renamed Biovail Technologies Ltd. (“Biovail Technologies”).

In February 2000 Biovail Technologies filed a complaint in Circuit Court of Fairfax County, Va. against Richard C. Fuisz, former chair-
man of Fuisz Technologies Ltd., and several other former Fuisz executives, directors and employees and related parties (the
“Complaint”). The Complaint charges breaches of fiduciary duties, breaches of contract, fraud, conversion, business conspiracy
and unjust enrichment arising out of a pattern of misconduct in which the defendants pursued their personal advancement at the
expense of Fuisz. Biovail believes that the allegations against the defendants are meritorious and has been vigorously litigating
the suit.

In response to Biovail’s suit, Richard Fuisz has brought certain legal actions intended to compel Biovail to pay to him certain con-
sulting fees which Biovail claims are not due because of Fuisz’s breach of a Consulting Agreement pursuant to which such fees are
established. Though it is currently premature to predict the outcome of this action, Biovail believes that the Delaware Action is with-
out merit and has been vigorously defending the lawsuit.

Biovail entered into a settlement with Hoechst Aktiengesselschaft and related parties with respect to an action commenced by
Biovail in March 1998 with respect to damages to Biovail resulting from an agreement between Hoechst and Andrx Pharmaceuticals
that had the effect of blocking the marketing of Biovail’s generic version of Cardizem® CD.

In December 2000, the Company completed a settlement of the legal action it had brought against Hoechst AG and related parties
(“Aventis”). As a result of this settlement, the Company received the sum of $19,500,000 as a reimbursement for expenses direct-
ly incurred in pursuing the litigation, and other expenses reasonably related to the litigation, during 2000. The reimbursement has
been recorded as a reduction to costs of $3,700,000 included in cost of goods sold, and to costs of $15,800,000 included in sell-
ing, general and administrative expenses. The Company did not receive any reimbursement for costs related to the litigation
incurred prior to 2000.
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NOTE [22] Research and Development Arrangements

Teva Pharmaceuticals

In December 1997, the Company entered into an agreement with Teva Pharmaceuticals USA, Inc. (“Teva”) for the development and
marketing of certain generic oral controlled-release products. As at December 31, 2000, generic versions of Trental, Cardizem CD,
Adalat CC, Voltaren XR and Procardia XL have been approved by the FDA, and ANDAs for two others have been filed with the FDA.

Under the terms of the agreement, Teva was obligated to pay the Company an aggregate of $34,500,000, subject to certain mile-
stones. Of the $34,500,000, $23,500,000 related to reimbursement of research and development costs and $11,000,000 to the
initial purchase of product. Payments received by the Company from Teva pursuant to the agreement for reimbursement of research
and development costs were $13,500,000 and $10,000,000 for 1998 and 1997, respectively. Pursuant to a separate agreement,
the Company earned research and development revenue of $4,800,000 from Teva in 1999.

Product sales to Teva were $89,700,000, $19,100,000 and $5,000,000 in 2000, 1999 and 1998, respectively.
H. Lundbeck A/S
In December 1998, the Company entered into an agreement with H. Lundbeck A/S (“Lundbeck”), for formulation, development,

manufacture and supply of a novel controlled-release formulation of the anti-depressant Citalopram.

Under the terms of the agreement, Lundbeck will pay the Company product development fees aggregating $8,500,000, subject to
certain milestones.

Payments received by the Company from Lundbeck for product development, pursuant to the agreement, were $1,000,000,
$2,000,000 and $3,500,000 in 2000, 1999 and 1998, respectively.

NOTE [2 3 ] Segmented Information and Major Customers
Organizationally, the Company’s operations consist of three segments: Product Sales, Research and Development, and Royalty and
Licensing. The segments are determined based on several factors including customer base, the nature of the product or service

provided, delivery channels and other factors.

The Product Sales segment covers sales of production from the Company’s Puerto Rican and Canadian facilities, and sales of
proprietary and in-licensed branded products by the Company’s sales and marketing operations.

The Research and Development segment covers all revenue generated by the Company’s integrated research and development
facilities, and comprises research and development services provided to third parties, including Intelligent Polymers prior to

September 29, 2000, and product development milestone fees.

The Royalty and Licensing segment covers royalty revenue received from licensees in respect of products for which the Company
has manufacturing, marketing and/or intellectual property rights.
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The accounting policies of the segments are the same as those described in the significant accounting policies. The Company eval-
uates segment performance based on operating income after deducting selling, general and administrative expenses attributable
to the business units. Corporate general and administrative expenses, and interest income and expense, are not allocated to seg-
ments. Depreciation expense related to manufacturing and research and development assets is allocated to the Product Sales and
Research and Development segments, respectively. Amortization expense related to royalty interests is allocated to the Royalty and
Licensing segment. Amortization expense related to product rights is allocated to the Product Sales segment. Amortization
and depreciation of administrative assets and goodwill are included as a component of unallocated selling, general and

administrative expenses.

Information by reportable segments

Product Research and Royalty and
Sales Development Licensing Total
2000
Revenue from external customers $ 224,996 $ 66,834 $ 17,340 $ 309,170
Segment operating income (loss) 115,404 (201,045) 17,054 (68,587)
Unallocated amounts
Selling, general and administrative expenses (9,445)
Interest income, net 2,955
Loss before provision for income taxes (75,077)
Segment assets 799,873 42,115 19,638 861,626
Unallocated amounts
Cash and investments 110,776
Goodwill and other 134,865
1,107,267
Segment capital expenditures, net 31,402 1,916 4,000 37,318
Unallocated amount 6,279
43,597
Segment depreciation and amortization 11,409 4,734 1,071 17,214
Unallocated amount 4,312
$ 21,526

71



Biovail Corporation 2000 Annual Report
Notes to Consolidated Financial Statements
In accordance with U.S. generally accepted accounting principles

(Tabular amounts in thousands of U.S. dollars, except number of shares and per share data)

(Amounts as at December 31, 1998 and for the year then ended are unaudited — see note 24)

Product Research and Royalty and
Sales Development Licensing Total
1999
Revenue from external customers 99,526 $ 48,232 $ 24,706 $ 172,464
Segment operating income (loss) 46,728 (92,769) 24,292 (21,749)
Unallocated amounts
Selling, general and administrative expenses (18,411)
Equity loss (58,399)
Interest expense, net (9,152)
Gain on disposal of long-term investments, net 1,948
Loss before provision for income taxes (105,763)
Segment assets 114,076 33,552 18,888 166,516
Unallocated amounts
Cash and investments 183,937
Goodwill and other 116,726
467,179
Segment capital expenditures, net 18,137 2,562 - 20,699
Unallocated amount 400
21,099
Segment depreciation and amortization 3,130 3,252 1,416 7,798
Unallocated amount 1,087
$ 8,885
Product Research and Royalty and
Sales Development Licensing Total
1998
Revenue from external customers 69,154 $ 30,891 $ 11,612 $ 111,657
Segment operating income 30,354 11,868 11,272 53,494
Unallocated amounts
Selling, general and administrative expenses (8,191)
Interest expense, net (1,702)
Income before provision for income taxes 43,601
Segment assets 85,994 7,845 18,016 111,855
Unallocated amounts
Cash and investments 77,626
Other unallocated assets 9,135
198,616
Segment capital expenditures, net 6,383 740 15,000 22,123
Unallocated amount 5,385
27,508
Segment depreciation and amortization 2,209 842 1,482 4,533
Unallocated amount 424
$ 4,957
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Geographic information

Revenue? Long-lived assets?

2000 1999 1998 2000 1999 1998

Canada $ 21,110 16,069 $ 10,735 49,919 §$ 32,523 % 23,786
United States 226,559 116,566 76,498 289,994 58,622 -
Caribbean 53,224 28,972 8,481 5,000 - -
Puerto Rico and Barbados - - - 500,204 35,272 27,694
Other foreign countries 8,277 10,857 15,943 140 327 514
$ 309,170 $ 172,464 $ 111,657 845,257 $ 126,744 $ 51,994

1 Revenue is attributed to countries based on the location of customer.

2 Consists of property, plant and equipment, goodwill, intangible and other assets, net of depreciation and amortization.

Major customers

Percentage of total revenue

2000 1999 1998
Customer A 30% 43% 51%
Customer B 30 14 16
Customer C 17 17 8

NOTE [24] Comparative Figures

Certain of the prior years’ figures have been reclassified to the presentation adopted in the current year.

The amounts for the 1998 year are presented for comparative purposes and have been derived from the Company’s audited con-
solidated financial statements for the fiscal year ended December 31, 1998 which were prepared in accordance with Canadian

GAAP and which included a note to the consolidated financial statements which provided a reconciliation of the material differences

between Canadian and U.S. GAAP.
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In accordance with U.S. generally accepted accounting principles

(All dollar amounts expressed in U.S. dollars,

except per share and share price data) 2000 1999 19981
Operating Results
Revenue
Product sales $ 224,996 $ 99,526 69,154
Research and development 66,834 48,232 30,891
Royalty and licensing 17,340 24,706 11,612
309,170 172,464 111,657
Expenses
Cost of goods sold 68,031 35,078 28,593
Research and development 52,659 33,130 17,490
Selling, general and administrative 58,088 38,727 20,271
Acquired research and development 208,424 105,689 -
387,202 212,624 66,354
Operating income (loss) (78,032) (40,160) 45,303
Net income (loss) (147,976) (109,978) 41,577
Net income excluding certain charges? 114,687 52,162 41,577
EBITDA® 151,918 74,414 50,260
Depreciation and amortization 21,526 8,885 4,957
Diluted per share information
Net income (loss) $ (1.16) $ (1.07) 0.38
Net income excluding certain charges? 0.80 0.48 0.38
EBITDA® 1.06 0.69 0.46
Depreciation and amortization 0.15 0.08 0.05
Weighted average number of common shares outstanding (000s) 143,512 108,174 108,944
Financial Position
Cash and cash equivalents $ 125,144 $ 178,086 78,279
Working capital (25,295) 266,068 114,898
Total assets 1,107,267 467,179 198,616
Long-term obligations and Debentures 738,729 137,504 126,835
Shareholders’ equity 237,458 267,336 49,888
Common Share Performance
Market capitalization $ 5,106,000 $ 2,915,000 940,000
Closing share price on New York Stock Exchange 38.84 23.44 9.45
Closing number of common shares issued and outstanding (000s) 131,461 124,392 99,444
Cash Flows
Operating activities $ 102,494 $ 51,985 52,394
Net additions to property, plant and equipment (15,845) (7,759) (3,920)
Acquisition of businesses, net of cash acquired (622,145) (43,720) -
Acquisition of product rights and royalty interests (27,753) (13,340) (19,000)
Net issuance (repurchase) of common shares 109,603 223,128 (68,212)
Net issuance (repurchase) of long-term
obligations and Debentures 309,154 (75,212) 117,705
Net increase (decrease) in cash and cash equivalents (52,942) 99,807 70,004
Headcount
Number of employees, end of year 1,200 701 489
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1997¢ 1996! 1995!¢

$ 50,333 54,313 $ 7,915
18,809 4,374 4,333
12,487 7,743 7,396
81,629 66,430 19,644
16,471 21,757 2,715
14,386 10,901 7,194
15,658 10,786 7,182
46,515 43,444 17,091
35,114 22,986 2,553
32,822 22,664 5,870
32,822 22,664 2,253
38,271 24,953 3,791
3,157 1,967 1,238

$ 0.31 0.21 $ 0.06
0.31 0.21 0.02

0.36 0.23 0.04

0.03 0.02 0.01
106,476 107,728 106,696

$ 8,275 4,526 $ 24,323
47,663 9,606 696
93,739 58,606 60,867
4,847 6,968 10,195
75,458 36,943 14,592

$ 1,041,000 652,000 $ 652,000
9.77 6.41 6.44
106,644 101,708 101,308

$ 3,566 (5,622) $ 31,146
(2,664) (6,692) (2,642)

- - (5,243)

4,464 197 702
(1,829) (3,177) (441)
3,749 (19,797) 21,504

377 315 250

1

Data has been derived from the consolidated financial statements
prepared in accordance with Canadian GAAP.

Certain charges consist of acquired research and development, extra-
ordinary item, SAB 101 cumulative effect adjustment and amortiza-

tion, equity loss, and net gains.
Earnings before interest, taxes, depreciation, amortization, and

excluding acquired research and development, equity loss and

net gains.
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Head office
Biovail Corporation
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Manufacturing facilities
Steinbach, Manitoba
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Dorado, Puerto Rico

Research and development facilities
Dublin, Ireland

Toronto, Ontario

Chantilly, Virginia
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Crystaal
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808 Aviation Parkway
Suite 1400
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The Annual Meeting of Shareholders
The annual meeting of shareholders will be held at
2:00 p.m.

Monday, June 25, 2000

Metro Toronto Convention Centre

Room 206 DF

255 Front Street West

Toronto, Ontario M5V 2W6

Stock Exchange Listings
Toronto Stock Exchange (common shares only)

New York Stock Exchange

Trading Symbols:

Common Shares: BVF
Common Share Warrants: BVF_w
Convertible Subordinated Preferred
Equivalent Debentures: BVF_p

Shares outstanding at December 31, 2000
131,461,000

How to Reach Us for More Information

For additional copies of this report, the annual report on
form 20-F as filed with the United States Securities and
Exchange Commission, for quarterly reports or for fur-
ther information, please contact Investor Relations.

By mail:

Biovail Corporation
2488 Dunwin Drive
Mississauga, Ontario
Canada L5L 1J9

By phone: (416) 285-6000
By fax: (416) 285-6499

By e-mail: ir@biovail.com
By web: www.biovail.com

The following words and logos are trademarks of the
company and may be registered in Canada, the United
States and certain other jurisdictions: Biovail, Cardizem®,
Tiazac®, Viazem, CEFORM®, Shearform®, and Crystaal.
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Common Share Performance
(In U.S. dollars, and adjusted for stock splits)
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2000

Selected Quarterly Data

(All dollar amounts expressed in thousands of U.S. dollars, except per share and share price data)

Diluted
Net earnings
income (loss) Share price* Share price*
Revenue EBITDA (loss) per share high low
20002
First Quarter $ 50,782 $ 21,585 $ (48,573) $ (0.35) $§ 34.78 $§ 19.22
Second Quarter 65,164 27,706 24,167 0.17 27.88 20.81
Third Quarter 93,415 44,961 (100,823) (0.78) 41.63 28.00
Fourth Quarter 99,809 57,666 (22,747) (0.18) 43.88 32.75
Total Year $ 309,170 $ 151,918 $(147,976) $ (1.16)
1999
First Quarter $ 27,591 $ 12,249 $ 7,435 $ 0.07 $ 10.83 $ 8.64
Second Quarter 35,407 15,967 10,870 0.10 12.78 8.09
Third Quarter 44,621 21,744 (40,988) (0.42) 14.75 11.95
Fourth Quarter 64,845 24,454 (87,295) (0.75) 23.44 12.72
Total Year $ 172,464 $ 74,414 $(109,978) $ (1.07)

1 The share price reflects the high and low for the Company’s common shares on the New York Stock Exchange.

2 Presentation reflects the retroactive adoption of SAB 101 to January 1, 2000, and the reclassification of certain figures.
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