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This Quarterly Report on Form 10-Q contains forward-looking statements relating to future events and our future
performance within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, as amended. Stockholders are cautioned that such statements involve risks and
uncertainties, including: The ability to realize the benefits anticipated from the Civitas Therapeutics, Inc. transaction
and to successfully integrate Civitas's operations into our operations; our ability to successfully market and sell
Ampyra in the U.S.; third party payers (including governmental agencies) may not reimburse for the use of Ampyra or
our other products at acceptable rates or at all and may impose restrictive prior authorization requirements that limit or
block prescriptions; the risk of unfavorable results from future studies of Ampyra or from our other research and
development programs, including CVT-301, Plumiaz, or any other acquired or in-licensed programs; we may not be
able to complete development of, obtain regulatory approval for, or successfully market CVT-301, Plumiaz, or any
other products under development; we may need to raise additional funds to finance our expanded operations and may
not be able to do so on acceptable terms; the occurrence of adverse safety events with our products; delays in
obtaining or failure to obtain regulatory approval of or to successfully market Fampyra outside of the U.S. and our
dependence on our collaboration partner Bioge in connection therewith; competition; failure to protect our intellectual
property, to defend against the intellectual property claims of others or to obtain third party intellectual property
licenses needed for the commercialization of our products; and failure to comply with regulatory requirements could
result in adverse action by regulatory agencies. These forward-looking statements are based on current expectations,
estimates, forecasts and projections about the industry and markets in which we operate and management’s beliefs and
assumptions. All statements, other than statements of historical facts, included in this report regarding our strategy,
future operations, future financial position, future revenues, projected costs, prospects, plans and objectives of
management are forward-looking statements. The words “anticipates,” “believes,” “estimates,” “expects,” “intends,” “may,” “|
“projects,” “will,” “would,” and similar expressions are intended to identify forward-looking statements, although not all
forward-looking statements contain these identifying words. Actual results or events could differ materially from the
plans, intentions and expectations disclosed in the forward-looking statements we make, and investors should not
place undue reliance on these statements. In addition to the risks and uncertainties described above, we have included
important factors in the cautionary statements in this report and in our Annual Report on Form 10-K for the year
ended December 31, 2014, particularly in the “Risk Factors” section, that we believe could cause actual results or events
to differ materially from the forward-looking statements that we make. Our forward-looking statements do not reflect
the potential impact of any future acquisitions, mergers, dispositions, joint ventures or investments that we may make.
Forward-looking statements in this report are made only as of the date hereof, and we do not assume any obligation to
publicly update any forward-looking statements as a result of developments occurring after the date of this report.

99 ¢

We and our subsidiaries own several registered trademarks in the U.S. and in other countries. These registered

trademarks include, in the U.S., the marks “Acorda Therapeutics,” our stylized Acorda Therapeutics logo, “Ampyra,”
“Zanaflex,” “Zanaflex Capsules,” “Qutenza” and “ARCUS.” Also, our mark “Fampyra” is a registered mark in the European
Community Trademark Office and we have registrations or pending applications for this mark in other

jurisdictions. Our trademark portfolio also includes several registered trademarks and pending trademark applications

(e.g., “Plumiaz”) in the U.S. and worldwide for potential product names or for disease awareness activities. Third party
trademarks, trade names, and service marks used in this report are the property of their respective owners.
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PARTI

Item 1. Financial Statements

ACORDA THERAPEUTICS, INC. AND SUBSIDIARIES

Consolidated Balance Sheets

(In thousands, except share data)

Assets

Current assets:

Cash and cash equivalents

Restricted cash

Short-term investments

Trade accounts receivable, net of allowances of $739 and $771, as of March 31, 2015
and December 31, 2014, respectively

Prepaid expenses

Finished goods inventory held by the Company
Finished goods inventory held by others
Deferred tax asset

Other current assets

Total current assets

Property and equipment, net of accumulated depreciation
Goodwill

Intangible assets, net of accumulated amortization
Non-current portion of deferred cost of license revenue
Restricted cash

Other assets

Total assets

Liabilities and Stockholders’ Equity

Current liabilities:

Accounts payable

Accrued expenses and other current liabilities
Deferred product revenue—Zanaflex

Current portion of deferred license revenue
Current portion of revenue interest liability
Current portion of convertible notes payable

Total current liabilities

Convertible senior notes (due 2021)

Acquired contingent consideration

Non-current portion of deferred license revenue
Non-current portion of convertible notes payable
Deferred tax liability

March 31, December 31,
2015 2014
(unaudited)
$61,515 $ 182,170
1,243 1,205
238,182 125,448
30,551 32,211
19,050 15,523
45,268 26,256
563 581
20,469 18,420
6,995 7,324
423,836 409,138
45,919 46,090
182,952 182,952
432,155 432,822
3,381 3,540
4,809 —
5,930 6,137
$1,098,982 $ 1,080,679
$21,886 17,751
60,208 56,118
29,121 29,420
9,057 9,057
749 893
1,144 1,144
122,165 114,383
289,607 287,699
55,700 52,600
48,306 50,570
1,058 2,184
23,885 23,885
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Other non-current liabilities 9,241 9,103
Commitments and contingencies

Stockholders’ equity:

Common stock, $0.001 par value. Authorized 80,000,000 shares at March 31, 2015 and

December 31, 2014; issued and outstanding 42,797,996 and 41,883,843 shares,

including those held in treasury, as of March 31, 2015 and December 31, 2014,

respectively 43 42
Treasury stock at cost (12,420 shares at March 31, 2015 and December 31, 2014) (329 ) (329 )
Additional paid-in capital 772,892 761,026
Accumulated deficit (223,495 ) (220,410 )
Accumulated other comprehensive income

91 ) (74 )
Total stockholders’ equity

549,020 540,255

Total liabilities and stockholders’ equity
$1,098,982 $ 1,080,679

See accompanying Unaudited Notes to Consolidated Financial Statements
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARIES

Consolidated Statements of Operations

(unaudited)
Three-month
period ended
(In thousands, except per share data) March 31,
2015
Revenues:
Net product revenues $ 93,500
Royalty revenues
4,087
License revenue
2,264
Total net revenues 99,851
Costs and expenses:
Cost of sales 18,446
Cost of license revenue 159
Research and development 30,636
Selling, general and administrative 48,769
Changes in fair value of acquired contingent consideration
3,100
Total operating expenses
101,110
Operating (loss) income (1,259
Other (expense) income, net:
Interest and amortization of debt discount expense (4,051
Interest income 66
Other income 121
Total other (expense) income, net (3,864
(Loss) income before taxes
(5,123
(Provision for) benefit from income taxes
2,038
Net (loss) income
$ (3,085
Net (loss) income per share—basic $ (0.07
Net (loss) income per share—diluted $ (0.07
Weighted average common shares outstanding used in computing net (loss) income
per share—basic 42,031
Weighted average common shares outstanding used in computing net (loss) income
per share—diluted 42,031

See accompanying Unaudited Notes to Consolidated Financial Statements
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Three-month
period ended
March 31,

$

$

&~ &

2014
74,463
3,791
2,264

80,518

15,529
159

14,522
46,892

77,102
3,416

(92
172

80
3,496
(2,793
703
0.02
0.02
40,934

42,235
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income (Loss)

(unaudited)
Three-month Three-month
period ended period ended
(In thousands) March 31, March 31,

2015 2014

Net (loss) income
$ (3,085 ) $ 703
Other comprehensive (loss) income:
Unrealized (losses) gains on available-for-sale securities, net of tax
(17 ) 45
Other comprehensive (loss) income, net of tax (17 ) 45

Comprehensive (loss) income
$ (3,102 ) $ 748

See accompanying Unaudited Notes to Consolidated Financial Statements
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows

(unaudited)

(In thousands)

Cash flows from operating activities:
Net (loss) income
Adjustments to reconcile net (loss) income to net cash (used in) provided by
operating activities:
Share-based compensation expense
Amortization of net premiums and discounts on investments
Amortization of debt discount and debt issuance costs
Amortization of revenue interest issuance cost
Depreciation and amortization expense
Change in acquired contingent consideration obligation
Loss on put/call liability
Deferred tax (benefit) provision
Changes in assets and liabilities:
Decrease in accounts receivable
(Increase) decrease in prepaid expenses and other current assets
Increase in inventory held by the Company
Decrease in inventory held by others
Decrease in non-current portion of deferred cost of license revenue
Decrease in other assets
Increase (decrease) in accounts payable, accrued expenses, other current liabilities
Decrease in revenue interest liability interest payable
Decrease in non-current portion of deferred license revenue
Increase in other non-current liabilities
Decrease in deferred product revenue—Zanaflex
(Increase) decrease in restricted cash
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Purchases of property and equipment
Purchases of intangible assets
Purchases of investments
Proceeds from maturities of investments

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from issuance of common stock and option exercises
Repayments of revenue interest liability

Net cash provided by financing activities

Three-month
period ended
March 31, 2015

$ (3,085

7,126
551
2,103
6
3,707
3,100

(2,038

1,659
(3,198
(19,013
17

159

8
7,099
(41
(2,264
(300
(4,846
(9,250

(2,571
(152
(169,563

56,250
(116,036

4,741
(110

4,631

Three-month

period ended
March 31,
2014
) $ 703
5,757
735
8
1,759
20
) 2,821
1,518
) 1,031
) (5,010
28
159
8
(1,774
) (348
) (2,264
9
) (873
) 18
) 4,305
) (942
) (1,198
) (93,797
84,500
) (11,437
3,662
) (212
3,450

10
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Net (decrease) in cash and cash equivalents (120,655 ) (3,682
Cash and cash equivalents at beginning of period
182,170 48,037

Cash and cash equivalents at end of period

$ 61,515 $ 44355
Supplemental disclosure:
Cash paid for interest 463 415
Cash paid for taxes 743 460

See accompanying Unaudited Notes to Consolidated Financial Statements
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(unaudited)
(1) Organization and Business Activities

Acorda Therapeutics, Inc. (“Acorda” or the “Company”) is a biopharmaceutical company dedicated to the identification,
development and commercialization of novel therapies that restore neurological function and improve the lives of
people with neurological disorders.

Management is responsible for the accompanying unaudited interim consolidated financial statements and the related
information included in the notes to the consolidated financial statements. In the opinion of management, the
unaudited interim consolidated financial statements reflect all adjustments, including normal recurring adjustments
necessary for the fair presentation of the Company’s financial position and results of operations and cash flows for the
periods presented. Results of operations for interim periods are not necessarily indicative of the results to be expected
for the entire year.

These unaudited interim consolidated financial statements should be read in conjunction with the audited consolidated
financial statements of the Company as of and for the year ended December 31, 2014 included in the Company’s
Annual Report on Form 10-K for such year, as filed with the Securities and Exchange Commission (the SEC).

(2) Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financial statements are prepared in accordance with accounting principles generally
accepted in the United States of America and include the results of operations of the Company and its majority owned
subsidiaries. All intercompany accounts and transactions have been eliminated in consolidation.

Use of Estimates

The consolidated financial statements include certain amounts that are based on management’s best estimates and
judgments. Estimates are used in determining such items as provisions for rebates and incentives, chargebacks, and
other sales allowances, depreciable/amortizable lives, asset impairments, excess inventory, valuation allowance on
deferred taxes, purchase price allocations and amounts recorded for contingencies and accruals. Because of the
uncertainties inherent in such estimates, actual results may differ from these estimates. Management periodically
evaluates estimates used in the preparation of the consolidated financial statements for reasonableness.

The use of forecasted financial information is inherent in many of our accounting estimates, including but not limited
to, determining the estimated fair value of goodwill, intangible assets and contingent consideration, matching
intangible amortization to underlying benefits (e.g. sales and cash inflows), establishing and evaluating inventory
reserves, and evaluating the need for valuation allowances for deferred tax assets. Such forecasted financial
information is comprised of numerous assumptions regarding our future revenues, cash flows, and operational
results. Management believes that its financial forecasts are reasonable and appropriate based upon current facts and
circumstances. Because of the inherent nature of forecasts, however, actual results may differ from these

forecasts. Management regularly reviews the information related to these forecasts and adjusts the carrying amounts
of the applicable assets prospectively, if and when actual results differ from previous estimates.

12
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Investments

Short-term investments consist of US Treasury bonds. The Company classifies marketable securities available to fund
current operations as short-term investments in current assets on its consolidated balance sheets. Marketable securities
are classified as long-term investments in long-term assets on the consolidated balance sheets if the Company has the
ability and intent to hold them and such holding period is longer than one year. The Company classifies its short-term
and long-term investments as available-for-sale. Available-for-sale securities are recorded at the fair value of the
investments based on quoted market prices.

13
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Unrealized holding gains and losses on available-for-sale securities, which are determined to be temporary, are
excluded from earnings and are reported as a separate component of accumulated other comprehensive income (loss).

Premiums and discounts on investments are amortized over the life of the related available-for-sale security as an
adjustment to yield using the effective-interest method. Dividend and interest income are recognized when earned.
Amortized premiums and discounts, dividend and interest income and realized gains and losses are included in interest
income.

Accumulated Other Comprehensive Income

The Company’s accumulated other comprehensive income is comprised of unrealized gains and losses on available for
sale securities and is recorded and presented net of income tax.

Revenue Recognition
Ampyra

Ampyra is available only through a network of specialty pharmacy providers that provide the medication to patients
by mail; Kaiser Permanente, which distributes Ampyra to patients through a closed network of on-site pharmacies;
and ASD Specialty Healthcare, Inc. (an AmerisourceBergen affiliate), which distributes Ampyra to the U.S. Bureau of
Prisons, the U.S. Department of Defense, the U.S. Department of Veterans Affairs, or VA, and other federal agencies.
Ampyra is not available in retail pharmacies. The Company does not recognize revenue from product sales until there
is persuasive evidence of an arrangement, delivery has occurred, the price is fixed and determinable, the buyer is
obligated to pay the Company, the obligation to pay is not contingent on resale of the product, the buyer has economic
substance apart from the Company, the Company has no obligation to bring about the sale of the product, and the
amount of returns can be reasonably estimated and collectability is reasonably assured. The Company recognizes
product sales of Ampyra following receipt of product by a network of specialty pharmacy providers, Kaiser
Permanente, and ASD Specialty Healthcare, Inc. The specialty pharmacy providers, Kaiser Permanente, and ASD
Specialty Healthcare, Inc. are contractually obligated to hold no more than an agreed number of days of inventory,
ranging from 10 to 30 days.

The Company’s net revenues represent total revenues less allowances for customer credits, including estimated
discounts, rebates, and chargebacks. These allowances are recorded for cash consideration given by a vendor to a
customer that is presumed to be a reduction of the selling prices of the vendor’s products or services and, therefore, are
characterized as a reduction of revenue. At the time product is shipped to specialty pharmacies, Kaiser Permanente
and ASD Specialty Healthcare, Inc., an adjustment is recorded for estimated discounts, rebates and chargebacks.
These allowances are established by management as its best estimate based on available information and will be
adjusted to reflect known changes in the factors that impact such allowances. Allowances for discounts, rebates and
chargebacks are established based on the contractual terms with customers, historical trends, communications with
customers and the levels of inventory remaining in the distribution channel, as well as expectations about the market
for the product and anticipated introduction of competitive products. Product shipping and handling costs are
included in cost of sales. The Company does not accept returns of Ampyra with the exception of product damages
that occur during shipping.

Zanaflex
The Company applies the revenue recognition guidance in Accounting Standards Codification (ASC) 605-15-25,
which among other criteria requires that future returns can be reasonably estimated in order to recognize revenue. The

amount of future tablet returns is uncertain due to generic competition and customer conversion to Zanaflex Capsules.

14



Edgar Filing: ACORDA THERAPEUTICS INC - Form 10-Q

The Company has accumulated some sales history with Zanaflex Capsules; however, due to existing and potential
generic competition and customer conversion from Zanaflex tablets to Zanaflex Capsules, management is unable to
determine a return rate at this time. As a result, the Company accounts for these product shipments using a deferred
revenue recognition model. Under the deferred revenue model, the Company does not recognize revenue upon product
shipment. For these product shipments, the Company invoices the wholesaler, records deferred revenue at gross
invoice sales price, and classifies the cost basis of the product held by the wholesaler as a separate component of
inventory. The Company recognizes revenue when prescribed to the end-user, on a first-in first-out (FIFO) basis. The
Company’s revenue to be recognized is based on (1) the estimated prescription demand, based on pharmacy sales for
its products; and (2) the Company’s analysis of third-party information, including third-party market research data. The
Company’s estimates are subject to the inherent limitations of estimates that rely on third-party data, as certain
third-party information is itself in the form of estimates, and reflect other limitations. The Company’s sales and
revenue recognition reflects the Company’s estimates of actual product prescribed to the end-user. The Company
expects to be able to apply a more traditional revenue recognition policy such that revenue is

15
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recognized following shipment to the customer when it believes it has sufficient data to develop reasonable estimates
of expected returns based upon historical returns and greater certainty regarding generic competition.

The Company’s net revenues represent total revenues less allowances for customer credits, including estimated
discounts, rebates, and chargebacks. These allowances are recorded for cash consideration given by a vendor to a
customer that is presumed to be a reduction of the selling prices of the vendor’s products or services and, therefore,
should be characterized as a reduction of revenue when recognized in the vendor’s statement of operations.
Adjustments are recorded for estimated discounts, rebates and chargebacks. These allowances are established by
management as its best estimate based on available information and are adjusted to reflect known changes in the
factors that impact such allowances. Allowances for discounts, rebates and chargebacks are established based on the
contractual terms with customers, analysis of historical levels of discounts, rebates and chargebacks, communications
with customers and the levels of inventory remaining in the distribution channel, as well as expectations about the
market for each product and anticipated introduction of competitive products. In addition, the Company records a
charge to cost of goods sold for the cost basis of the estimated product returns the Company believes may ultimately
be realized at the time of product shipment to wholesalers. The Company has recognized this charge at the date of
shipment since it is probable that it will receive a level of returned products; upon the return of such product it will be
unable to resell the product considering its expiration dating; and it can reasonably estimate a range of returns. This
charge represents the cost basis for the low end of the range of the Company’s estimated returns. Product shipping and
handling costs are included in cost of sales.

Qutenza

Qutenza is distributed in the United States by Besse Medical, Inc., a specialty distributor that furnishes the medication
to physician offices; and by ASD Specialty Healthcare, Inc., a specialty distributor that furnishes the medication to
hospitals and clinics. The Company does not recognize revenue from product sales until there is persuasive evidence
of an arrangement, delivery has occurred, the price is fixed and determinable, the buyer is obligated to pay the
Company, the obligation to pay is not contingent on resale of the product, the buyer has economic substance apart
from the Company, the Company has no obligation to bring about the sale of the product, and the amount of returns
can be reasonably estimated and collectability is reasonably assured. This means that, for Qutenza, the Company
recognizes product sales following receipt of product by its specialty distributors.

The Company’s net revenues represent total revenues less allowances for customer credits, including estimated rebates,
chargebacks, and returns. These allowances are recorded for cash consideration given by a vendor to a customer that is
presumed to be a reduction of the selling prices of the vendor’s products or services and, therefore, are characterized as
a reduction of revenue. At the time product is shipped, an adjustment is recorded for estimated rebates, chargebacks,
and returns. These allowances are established by management as its best estimate based on available information and
will be adjusted to reflect known changes in the factors that impact such allowances. Allowances for rebates,
chargebacks, and returns are established based on the contractual terms with customers, historical trends, as well as
expectations about the market for the product and anticipated introduction of competitive products. Product shipping
and handling costs are included in cost of sales.

Milestones and royalties

In order to determine the revenue recognition for contingent milestones, the Company evaluates the contingent
milestones using the criteria as provided by the Financial Accounting Standards Boards (FASB) guidance on the
milestone method of revenue recognition. At the inception of a collaboration agreement, the Company evaluates if
payments are substantive. The criteria requires that (i) the Company determines if the milestone is commensurate
with either its performance to achieve the milestone or the enhancement of value resulting from the Company’s
activities to achieve the milestone, (ii) the milestone be related to past performance, and (iii) the milestone be

16
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reasonable relative to all deliverable and payment terms of the collaboration arrangement. If these criteria are met
then the contingent milestones can be considered as substantive milestones and will be recognized as revenue in the
period that the milestone is achieved. Royalties are recognized as earned in accordance with the terms of various
research and collaboration agreements.

In-Process Research and Development

The cost of in-process research and development (IPR&D) acquired directly in a transaction other than a business
combination is capitalized if the projects have an alternative future use; otherwise they are expensed. The fair values
of IPR&D projects acquired in business combinations are capitalized. Several methods may be used to determine the
estimated fair value of the IPR&D acquired in a business combination. The Company utilizes the "income method”,
and uses estimated future net cash flows that are derived from projected sales revenues and estimated costs. These
projections are based on

17
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factors such as relevant market size, patent protection, historical pricing and expected industry trends. The estimated
future net cash flows are then discounted to the present value using an appropriate discount rate. These assets are
treated as indefinite-lived intangible assets until completion or abandonment of the projects, at which time the assets
are amortized over the remaining useful life or written off, as appropriate. IPR&D intangible assets which are
determined to have had a drop in their fair value are adjusted downward and an expense recognized in the statement of
operations. These assets are tested at least annually or sooner when a triggering event occurs that could indicate a
potential impairment.

Contingent Consideration

The Company records contingent consideration as part of its business acquisitions. Contingent consideration is
recognized at fair value as of the date of acquisition and recorded as a liability on the consolidated balance sheet. The
contingent consideration is re-valued on a quarterly basis using a probability weighted discounted cash-flow approach
until fulfillment or expiration of the contingency. Changes in the fair value of the contingent consideration are
recognized in the statement of operations.

Goodwill

Goodwill represents the amount of consideration paid in excess of the fair value of net assets acquired as a result of
the Company’s business acquisitions accounted for using the acquisition method of accounting. Goodwill is not
amortized and is subject to impairment testing on an annual basis or when a triggering event occurs that may indicate
the carrying value of the goodwill is impaired.

Collaborations

The Company recognizes collaboration revenues and expenses by analyzing each element of the agreement to
determine if it shall be accounted for as a separate element or single unit of accounting. If an element shall be treated
separately for revenue recognition purposes, the revenue recognition principles most appropriate for that element are
applied to determine when revenue shall be recognized. If an element shall not be treated separately for revenue
recognition purposes, the revenue recognition principles most appropriate for the bundled group of elements are
applied to determine when revenue shall be recognized. Payments received in excess of revenues recognized are
recorded as deferred revenue until such time as the revenue recognition criteria have been met.

Concentration of Credit Risk

The Company’s principal direct customers as of March 31, 2015 were a network of specialty pharmacies, Kaiser
Permanente, and ASD Specialty Healthcare, Inc. for Ampyra, wholesale pharmaceutical distributors for Zanaflex
Capsules and Zanaflex tablets, and two specialty distributors for Qutenza. The Company periodically assesses the
financial strength of these customers and establishes allowances for anticipated losses, if necessary. Four customers
individually accounted for more than 10% of the Company’s product revenue in 2015 and 2014. Four customers
individually accounted for more than 10% of the Company’s accounts receivable as of March 31, 2015 and December
31, 2014, respectively. The Company’s net product revenues are generated in the United States.

Segment and Geographic Information
The Company is managed and operated as one business which is focused on the identification, development and
commercialization of novel therapies to improve the lives of people with neurological disorders. The entire business is

managed by a single management team that reports to the Chief Executive Officer. The Company does not operate
separate lines of business with respect to any of its products or product candidates and the Company does not prepare
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discrete financial information with respect to separate products or product candidates or by location. Accordingly, the
Company views its business as one reportable operating segment. Net product revenues reported to date are derived
from sales of Ampyra, Zanaflex and Qutenza in the United States.

Subsequent Events

Subsequent events are defined as those events or transactions that occur after the balance sheet date, but before the
financial statements are filed with the Securities and Exchange Commission. The Company completed an evaluation
of the impact of any subsequent events through the date these financial statements were issued, and determined there
were no subsequent events requiring disclosure in or requiring adjustment to these financial statements.
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Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update 2014-09,
Revenue from Contracts with Customers (Topic 606) (ASU No. 2014-09). This new standard will replace all current
U.S. GAAP guidance on this topic and eliminate all industry-specific guidance. In April 2015, the FASB issued an
exposure draft proposing to defer the effective date of the new revenue standard for interim and annual periods
beginning after December 15, 2017 (previously December 15, 2016). The proposal will allow public entities to adopt
the new standard as early as the original public entity effective date (i.e. annual reporting periods beginning after
December 15, 2016 and interim periods therein). Early adoption prior to that date will not be permitted. ASU
2014-09 allows for either full retrospective or modified retrospective adoption. The Company is evaluating the
transition method that will be elected and the potential effects of adopting the provisions of ASU No. 2014-09..

In August 2014, the FASB issued Accounting Standards Update 2014-15, Presentation of Financial Statements-Going
Concern (Subtopic 205-40): Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern
(ASU 2014-15), which defines management’s responsibility to assess an entity’s ability to continue as a going concern,
and to provide related footnote disclosures if there is substantial doubt about its ability to continue as a going

concern. ASU 2014-05 is effective for annual reporting periods ending after December 15, 2016 with early adoption
permitted. The adoption of this guidance is not expected to have a significant impact on the Company’s consolidated
financial statements.

In April 2015, the FASB issued Accounting Standards Update 2015-03, Interest — Imputation of Interest (Subtopic
835-30): Simplifying the Presentation of Debt Issuance Costs (ASU 2015-03), which requires that debt issuance costs
related to a recognized debt liability be presented in the balance sheet as a direct deduction from the debt liability
rather than as an asset. ASU-2014-15 is effective for fiscal years and interim periods within those fiscal years
beginning after December 15, 2015, with early adoption permitted. The adoption of this guidance is not expected to
have a significant impact on the Company’s consolidated financial statements or results of operations.

(3) Acquisitions
Civitas Therapeutics, Inc. Acquisition

On October 22, 2014, the Company completed the acquisition of Civitas Therapeutics, Inc., a Delaware corporation
(Civitas). As aresult of the acquisition, the Company acquired global rights to CVT-301, a Phase 3 treatment
candidate for OFF episodes of Parkinson’s disease. The acquisition of Civitas also included rights to Civitas’s
proprietary ARCUS pulmonary delivery technology, which management believes has applications in multiple disease
areas, and a subleased manufacturing facility in Chelsea, Massachusetts with commercial-scale capabilities. The
approximately 90,000 square foot facility also includes office and laboratory space. Approximately 45 Civitas
employees based at the Chelsea facility joined the Acorda workforce in connection with the acquisition.

The Civitas acquisition was completed under an Agreement and Plan of Merger, dated as of September 24, 2014 (the
Merger Agreement), by and among Acorda, Five A Acquisition Corporation, a Delaware corporation and its
wholly-owned subsidiary (Merger Sub), Civitas and Shareholder Representative Services LL.C, a Colorado limited
liability company, solely in its capacity as the securityholders’ representative (SRS). Pursuant to the terms of the
Merger Agreement, Merger Sub has merged with and into Civitas, which is the surviving corporation in the Merger
and which is continuing as a wholly-owned subsidiary of Acorda under the Civitas name.

Pursuant to the terms of the Merger Agreement, aggregate merger consideration was $525 million plus $4.5 million in
Civitas transaction costs paid by the Company. Additionally and pursuant to the Merger Agreement, upon
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consummation of the merger, $39.375 million of the aggregate merger consideration was deposited into escrow to
secure representation and warranty indemnification obligations of Civitas and Civitas’ securityholders. The transaction
was financed with cash on hand. The Company incurred approximately $7.2 million of its own transactions costs
related to legal, valuation and other professional and consulting fees associated with the acquisition. These

transaction costs have been expensed as selling, general and administrative expenses in the year ended December 31,
2014.
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The fair value of consideration transferred totaled approximately $529.5 million summarized as follows:

(In thousands)

Cash paid $524,201
Extinguishment of long-term debt 5,325
Fair value of consideration transferred $529,526

In accordance with the acquisition method of accounting, the Company allocated the preliminary purchase price to the
estimated fair values of the identifiable assets acquired and liabilities assumed, with any excess allocated to

goodwill. The fair value of acquired IPR&D will be classified as an indefinite lived intangible asset until the
successful completion or abandonment of the associated research and development efforts. The Company accounted
for the transaction as a business combination. The results of Civitas’ operations have been included in the consolidated
statements of operations from the date of acquisition.

Acquired contingent consideration represents the estimated fair value of certain royalty payments due under a prior
acquisition agreement between Alkermes and Civitas pertaining to sales of licensed products using the ARCUS
technology. The estimated fair value of the acquired contingent consideration was determined by applying a
probability adjusted, discounted cash flow approach based on estimated future sales expected from CVT-301, a phase
3 candidate for the treatment of OFF episodes of Parkinson’s Disease and CVT-427, a pre-clinical development stage
product intended to provide relief from acute migraine episodes.

Goodwill represents the amount of the purchase price paid in excess of the estimated fair value of the assets acquired
and liabilities assumed. The goodwill recorded as part of the acquisition is primarily related to establishing a deferred
tax liability for the IPR&D intangible assets which have no tax basis and, therefore, will not result in a future tax
deduction.

The following table presents the preliminary allocation of the purchase price to the estimated fair values of the assets
acquired and liabilities assumed as of the acquisition date:

(In thousands)

Current assets $54911
Property and equipment 27,913
Identifiable intangible assets:

In-process research and development 423,000
Other non-current assets 1,002
Current liabilities (6,154 )
Contingent consideration (50,400 )
Deferred taxes (102,633)
Other non-current liabilities (1,065 )

Fair value of acquired assets and liabilities 346,574
Goodwill 182,952

Aggregate purchase price 529,526
Amount paid to extinguish long-term debt (5,325 )

Cash Paid $524,201

The Company may update its preliminary acquisition accounting for provisional amounts for which the accounting is
incomplete during the reporting period in which the acquisition occurred, and may continue to update the provisional
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amounts until the amounts are no longer provisional, but for no longer than one year from the date of the
acquisition. Any updates to the fair value of consideration given or fair value assigned to assets acquired and
liabilities assumed during the measurement period would be adjusted through goodwill.

Pro-Forma Financial Information Associated with the Civitas Acquisition (Unaudited)

The following table summarizes certain supplemental pro forma financial information for the three months ended
March 31, 2015 and 2014 as if the acquisition of Civitas had occurred as of January 1, 2013. The unaudited pro forma
financial information for the three months ended March 31, 2014 reflects (i) the impact to depreciation expense based
on fair value adjustments to the property, plant and equipment acquired from Civitas; and (ii) the income tax benefit
from Civitas net

10
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loss at the Company’s effective income tax rate at March 31, 2014. The unaudited pro forma financial information was
prepared for comparative purposes only and is not necessarily indicative of what would have occurred had the
acquisition been made at that time or of results which may occur in the future.

Three Month Period ended  Three Month Period ended

March 31, 2015 March 31, 2014
(In thousands) Reported Pro Forma Reported Pro Forma
Net revenues $ 99,851 $ 99,851 $ 80,518 $ 80,518
Net (loss) income (3,085 ) (3,085 ) 703 (2,267 )

(4) Share-based Compensation

During the three-month periods ended March 31, 2015 and 2014, the Company recognized share-based compensation
expense of $7.1 million and $5.8 million, respectively. Activity in options and restricted stock during the three-month
period ended March 31, 2015 and related balances outstanding as of that date are reflected below. The weighted
average fair value per share of options granted to employees for the three-month periods ended March 31, 2015 and
2014 were approximately $16.25 and $18.81, respectively.

The following table summarizes share-based compensation expense included within the consolidated statements of
operations:

For the three-month

period ended March 31,
(In thousands) 2015 2014
Research and development $ 1,822 $ 1,104
Selling, general and administrative 5,304 4,653
Total $ 7,126 $ 5,757

A summary of share-based compensation activity for the three-month period ended March 31, 2015 is presented
below:

Stock Option Activity
Weighted
Number of Weighted Average Intrinsic
Shares Average Remaining Value
(In Exercise Contractual (In
thousands) Price Term thousands)
Balance at January 1, 2015 7,786 $  29.05
Granted 1,285 36.13
Cancelled 24 ) 34.14
Exercised
(191 ) 24.82
Balance at March 31, 2015
8,856 $ 30.16 7.2 $ 40,889
8,698 $ 30.06 7.1 $ 40,802
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Vested and expected to vest at
March 31, 2015

Vested and exercisable at March
31, 2015
4,598 $ 26.06 5.4

$ 35,703
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Restricted Stock Activity

(In thousands) Number of
Restricted Stock Shares
Nonvested at January 1, 2015 518
Granted 219
Vested -
Forfeited

(2)

Nonvested at March 31, 2015
735

Unrecognized compensation cost for unvested stock options and restricted stock awards as of March 31, 2015 totaled
$83.5 million and is expected to be recognized over a weighted average period of approximately 2.8 years.

(5) Earnings Per Share

The following table sets forth the computation of basic and diluted earnings per share for the three-month periods
ended March 31, 2015 and 2014:

Three-month ~ Three-month
period ended  period ended

(In thousands, except per share data) March 31, March 31,
2015 2014

Basic and diluted

Net (loss) income $ @3G,08 H)Y$ 703

Weighted average common shares outstanding used in

computing net (loss) income per share—basic 42,031 40,934

Plus: net effect of dilutive stock options and restricted

common shares — 1,301

Weighted average common shares outstanding used in
computing net (loss) income per share—diluted
42,031 42,235
Net (loss) income per share—basic
$ (007 H$ 002
Net (loss) income per share—diluted
$ (007 H)$ 002

The difference between basic and diluted shares is that diluted shares include the dilutive effect of the assumed
exercise of outstanding securities. The Company’s stock options and unvested shares of restricted common stock could
have the most significant impact on diluted shares.

Securities that could potentially be dilutive are excluded from the computation of diluted earnings per share when a
loss from continuing operations exists or when the exercise price exceeds the average closing price of the Company’s

common stock during the period, because their inclusion would result in an anti-dilutive effect on per share amounts.

The following amounts were not included in the calculation of net (loss) income per diluted share because their effects
were anti-dilutive:
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Three-month Three-month
period ended period ended

(In thousands) March 31, March 31,
2015 2014

Denominator

Stock options and restricted 3,300 2,764

common shares

Convertible note 19 29

Additionally, the impact of the convertible debt was determined to be anti-dilutive and excluded from the calculation
of net income per diluted share.

12

27



Edgar Filing: ACORDA THERAPEUTICS INC - Form 10-Q

(6) Income Taxes

For the three-month periods ended March 31, 2015 and 2014, the Company recorded a $2.0 million benefit from and
$2.8 million provision for income taxes, respectively, based upon its estimated tax liability for the year. The benefit
from/ provision for income taxes is based on federal, state and Puerto Rico income taxes. The effective income tax
rates for the Company for the three-month periods ended March 31, 2015 and 2014 were 40% and 80%,

respectively. As a result of the Federal research and development tax credit not being extended during the first quarter
of 2015, the Company was not able to receive a benefit in the effective tax rate for this in 2015. The Company,
however, was able to receive a benefit in the effective tax rate for 2015 for the Massachusetts state research and
development tax credit in addition to the Federal orphan drug credit.

The Company continues to evaluate the realizability of its deferred tax assets and liabilities on a periodic basis and
will adjust such amounts in light of changing facts and circumstances including, but not limited to, future projections
of taxable income, tax legislation, rulings by relevant tax authorities, the progress of ongoing tax audits and the
regulatory approval of products currently under development. Any changes to the valuation allowance or deferred tax
assets in the future would impact the Company's income taxes.

(7) Fair Value Measurements

The following table presents information about the Company’s assets and liabilities measured at fair value on a
recurring basis as of March 31, 2015 and indicates the fair value hierarchy of the valuation techniques utilized to
determine such fair value. In general, fair values determined by Level 1 inputs utilize quoted prices (unadjusted) in
active markets for identical assets or liabilities. Fair values determined by Level 2 inputs utilize data points that are
observable, such as quoted prices, interest rates and yield curves. Fair values determined by Level 3 inputs utilize
unobservable data points for the asset or liability. The Company’s Level 1 assets consist of time deposits and
investments in a Treasury money market fund and the Company’s Level 2 assets consist of high-quality government
bonds and are valued using observable market prices. Level 1 instrument valuations are obtained from real-time
quotes for transactions in active exchange markets involving identical assets and Level 2 assets are valued using
quoted prices for similar assets and liabilities in active markets or other market observable inputs such as interest rates
and yield curves. The Company’s Level 3 liabilities represent acquired contingent consideration related to the
acquisition of Civitas and are valued using a probability weighted discounted cash flow valuation approach. No
changes in valuation techniques or inputs occurred during the three months ended March 31, 2015. The estimated fair
values of all of our financial instruments approximate their carrying values at March 31, 2015.

(In thousands)

Level 1 Level 2 Level 3
March 31, 2015
Assets Carried at Fair Value:
Cash equivalents $ 45393 §$§ — $ —
Short-term investments — 238,182 —

Liabilities Carried at Fair Value:
Acquired contingent consideration — — 55,700
Put/call liability — — —

December 31, 2014
Assets Carried at Fair Value:
Cash equivalents $ 149,754 $§ — $ —
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Short-term investments — 125,448 —
Liabilities Carried at Fair Value:
Acquired contingent consideration — — 52,600
Put/call liability — — —
The fair value of the Company's convertible senior notes was approximately $351.7 million as of March 31, 2015. The

Company estimates the fair value of its Notes utilizing market quotations for the debt (Level 2).
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The following table presents additional information about liabilities measured at fair value on a recurring basis and for
which the Company utilizes Level 3 inputs to determine fair value.

Acquired contingent consideration

Three-month ~ Three-month
period ended  period ended

(In thousands) March 31, March 31,
2015 2014

Acquired contingent consideration:

Balance, beginning of period $ 52,600 $ —

Fair value change to contingent consideration (unrealized)

included in the statement of operations 3,100 —

Balance, end of period $ 55,700 $ —

The Company estimates the fair value of its acquired contingent consideration using a probability weighted discounted
cash flow valuation approach based on estimated future sales expected from CVT-301, a phase 3 candidate for the
treatment of OFF episodes of Parkinson’s Disease and CVT-427, a pre-clinical development stage product intended to
provide relief from acute migraine episodes. Using this approach, expected future cash flows are calculated over the
expected life of the agreement, are discounted, and then exercise scenario probabilities are applied. Some of the more
significant assumptions made in the valuation include (i) the estimated CVT-301 and CVT 427 revenue forecasts,

(i) probabilities of success, and (iii) discount periods and rate. The probability of achievement of revenue milestones
ranged from 28.5% to 70% with milestone payment outcomes ranging from $0 to $60 million in the aggregate for
CVT-301 and CVT-427. The valuation is performed quarterly. Gains and losses are included in the statement of
operations.

The acquired contingent consideration is classified as a Level 3 liability as its valuation requires substantial judgment
and estimation of factors that are not currently observable in the market. If different assumptions were used for the
various inputs to the valuation approach, including but not limited to, assumptions involving probability adjusted sales
estimates for CVT-301 and CVT-427 and estimated discount rates, the estimated fair value could be significantly
higher or lower than the fair value we determined.

(8) Investments
The Company has determined that all of its investments are classified as available-for-sale. Available-for-sale

securities are carried at fair value with interest on these securities included in interest income and are recorded based
primarily on quoted market prices. Available-for-sale securities consisted of the following:

Gross Gross Estimated
(In thousands) Amortized unrealized unrealized fair
Cost gains losses value
March 31, 2015
US Treasury bonds $ 238204 $ 7 $ 29 )$ 238,182
December 31, 2014
US Treasury bonds 125,443 14 O ) 125,448

The contractual maturities of short-term available-for-sale debt securities at March 31, 2015 and December 31, 2014
are greater than 3 months but less than 1 year. The Company has determined that there were no other-than-temporary
declines in the fair values of its investments as of March 31, 2015.
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Short-term investments with maturities of three months or less from date of purchase have been classified as cash
equivalents, and amounted to $45.4 million and $149.8 million as of March 31, 2015 and December 31, 2014,

respectively.
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Unrealized holding gains and losses are reported within accumulated other comprehensive income (AOCI) in the
statements of comprehensive income (loss). The changes in AOCI associated with the unrealized holding loss on
available-for-sale investments during the three months ended March 31, 2015, were as follows (in thousands):

Net Unrealized
(In thousands) Gains on
Marketable Securities

Balance at December 31, 2014 $ (74 )

Other comprehensive income before reclassifications: (17 )

Amounts reclassified from accumulated other

comprehensive income —

Net current period other comprehensive income 17 )

Balance at March 31, 2015 $ 91 )

(9) Collaborations, Alliances, and Other Agreements
Biogen

On June 30, 2009, the Company entered into an exclusive collaboration and license agreement with Biogen
International GmbH (formerly Biogen Idec International GmbH), or Biogen to develop and commercialize Ampyra
(known as Fampyra outside the U.S.) in markets outside the United States (the “Collaboration Agreement”). Under the
Collaboration Agreement, Biogen was granted the exclusive right to commercialize Ampyra and other products
containing aminopyridines developed under that agreement in all countries outside of the United States, which grant
includes a sublicense of the Company’s rights under an existing license agreement between the Company and
Alkermes plc (Alkermes), formerly Elan Corporation, plc (Elan). Biogen has responsibility for regulatory activities
and future clinical development of Fampyra in ex-U.S. markets worldwide. The Company also entered into a related
supply agreement with Biogen (the “Supply Agreement”), pursua