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Scientific strength. A business model that balances diverse specialties with  

a focused approach. And a leadership presence in markets around the globe.  

Each is essential to defining Allergan’s success. Added together, they form  

the foundation of our Growth Equation. 

In today’s challenging health care environment, these are the factors 

contributing to Allergan’s stability, competitive differentiation and long-term 

value. As we move forward, we are continuing to pave the way for growth 

through the steadfast execution of our strategy. We are vigorously investing  

in our ability to pursue potential to new frontiers. We are reaching deeper in 

our areas of specialty focus to bring groundbreaking new products to market. 

We are expanding our sales presence in emerging markets. And we are working 

harder to enable patients around the world to live life to its greatest potential.

sustainable growth 

3) $7.9 million gain on the sale of a distribution business in India; 4) $7.3 million reduction in interest expense 
related to the resolution of uncertain income tax positions and $2.1 million of interest income related to 
previously paid state income taxes; 5) $5.7 million gain on the sale of assets previously used in contract 
manufacturing activities; 6) $2.3 million restructuring charge related to the streamlining of the Company’s 
operations in Japan; 7) $0.6 million gain on the sale of a former manufacturing plant in Argentina; 8) $0.8 
million gain on the sale of a third party equity investment; 9) $3.6 million gain on the termination of the 
Vitrase collaboration agreement with ISTA Pharmaceuticals; 10) $3.0 million buy-out of a license agreement 
with Johns Hopkins University; 11) $0.4 million in costs related to the acquisition of Inamed; and 12) $1.1 
million unrealized gain on derivative instruments.

    	� The adjusted amounts in 2004 exclude the favorable recovery of $6.1 million of previously paid state income 
taxes and the after-tax effects of the following: 1) income of $2.4 million from a patent infringement 
settlement; 2) $7.0 million restructuring charge related to the scheduled termination of the Company’s 
manufacturing and supply agreement with Advanced Medical Optics; 3) $0.4 million unrealized loss on 
derivative instruments; and 4) income of $11.5 million from a technology transfer fee and a revised Vitrase 
collaboration agreement with ISTA Pharmaceuticals.

    	� The foregoing presentation contains certain non-GAAP financial measures and non-GAAP adjustments. 
For a reconciliation of these non-GAAP financial measures to GAAP financial measures, please refer to 
pages 4 and 5 of this Annual Report.

(a)	 �The adjusted amounts in 2008 exclude a $2.4 million U.S. state and federal deferred tax benefit related  
to the legal entity integration of the acquisitions of Esprit Pharma Holding Company, Inc. (Esprit) and 
Inamed Corporation (Inamed), a $3.8 million negative tax impact from non-deductible losses associated 
with the liquidation of corporate-owned life insurance contracts and the after-tax effects of the following:  
1) $129.6 million amortization of acquired intangible assets related to business combinations and asset 
acquisitions; 2) $68.7 million for upfront payments for technologies that have not achieved regulatory 
approval; 3) $27.2 million restructuring charge and $10.0 million of termination benefits, asset impairments 
and accelerated depreciation costs related to the phased closure of the Arklow, Ireland, breast implant 
manufacturing plant; 4) $3.4 million restructuring charge and $0.9 million gain on sale of technology  
and fixed assets related to the phased closure of the Fremont, California, collagen manufacturing plant;  
5) $6.6 million of restructuring charges and $1.5 million of integration and transition costs related to  
the acquisition of Groupe Cornéal Laboratoires (Cornéal); 6) $4.1 million of restructuring charges related  
to the streamlining of the Company’s European operations and the acquisition of EndoArt SA (EndoArt);  
7) $11.7 million rollout of fair market value inventory adjustment and $0.7 million of integration and 
transition costs related to the acquisition of Esprit; 8) $25.7 million of external costs associated with 
responding to the U.S. Department of Justice subpoena; 9) $13.2 million settlement related to the 
termination of a distribution agreement in Korea; 10) $5.6 million impairment of intangible asset related  
to the phase-out of a collagen product; 11) $0.6 million of transaction costs related to ACZONE®; and  
12) $14.8 million unrealized gain on derivative instruments.

	� The adjusted amounts in 2007 exclude the favorable recovery of $1.6 million in previously paid state 
income taxes and the after-tax effects of the following: 1) $72.0 million charge for in-process research 
and development related to the acquisition of EndoArt; 2) $99.9 million amortization of acquired 
intangible assets related to business combinations and asset acquisitions; 3) $25.9 million of restructuring 
charges and $14.7 million of integration and transition costs related to the acquisitions of Inamed, 
Cornéal, EndoArt and Esprit; 4) $3.3 million rollout of fair market value inventory adjustments related to 
the acquisitions of Esprit and Cornéal; 5) $2.3 million settlement of an unfavorable Cornéal distribution 
contract; 6) $6.4 million settlement of a patent dispute; 7) $0.9 million restructuring charge related to  

the streamlining of the Company’s European operations; 8) $0.4 million of interest income related to 
income tax settlements; and 9) $0.4 million unrealized loss on derivative instruments.

	� The adjusted amounts in 2006 exclude income tax benefits of $11.7 million related to the resolution of 
uncertain tax positions and favorable recovery of previously paid state income taxes, an income tax benefit 
of $17.2 million related to a reduction in valuation allowance associated with a deferred tax asset, an 
income tax benefit of $2.8 million related to a change in estimated income taxes on 2005 dividend 
repatriation, income tax expenses of $1.6 million related to intercompany transfers of trade businesses 
and net assets, and the after-tax effects of the following: 1) $579.3 million charge for in-process research 
and development related to acquisition of Inamed; 2) $58.6 million amortization of acquired intangible 
assets related to the acquisition of Inamed; 3) $47.9 million rollout of fair market value inventory 
adjustment related to the acquisition of Inamed; 4) $12.3 million restructuring charge and $20.7 million of 
integration and transition costs related to the acquisition of Inamed; 5) $28.5 million contribution to The 
Allergan Foundation; 6) $9.8 million restructuring charge and $6.2 million of transition/duplicate operating 
costs related to the streamlining of the Company’s European operations; 7) $0.6 million restructuring 
charge related to the scheduled termination of the Company’s manufacturing and supply agreement with 
Advanced Medical Optics; 8) $4.9 million reversal of interest income on previously paid state income taxes 
and $4.9 million reversal of interest expense related to the resolution of uncertain tax positions; 9) $2.7 
million of costs to settle a contingency involving non-income taxes in Brazil; 10) $0.4 million reversal of 
restructuring charge related to the streamlining of the Company’s operations in Japan; 11) $0.1 million of 
costs related to the acquisition of Cornéal; and 12) $0.3 million unrealized loss on derivative instruments.

   �	� The adjusted amounts in 2005 exclude income taxes of $49.6 million related to the repatriation of foreign 
earnings that had been previously permanently reinvested outside the United States, income tax benefits 
of $24.1 million related to the resolution of uncertain tax positions and an additional benefit for state 
income taxes of $1.4 million, and the after-tax effects of the following: 1) $28.8 million restructuring 
charge and $5.6 million of transition/duplicate operating costs related to the streamlining of the 
Company’s European operations; 2) $12.9 million restructuring charge related to the scheduled 
termination of the Company’s manufacturing and supply agreement with Advanced Medical Optics;  

				    Year Ended December 31,
In millions, except per share data 	 2008	 2007 	 2006 	 2005 	 2004 

statement of operations highlights
(As reported under U.S. GAAP)

Product net sales	 $4,339.7	 $3,879.0	 $3,010.1	 $2,319.2	 $2,045.6
Total revenues	 4,403.4	 3,938.9	 3,063.3	 2,342.6	 2,058.9
Research and development	 797.9	 718.1	 1,055.5	 388.3	 342.9
Earnings (loss) from continuing operations	 578.6	 501.0	 (127.4)	 403.9	 377.1
Loss from discontinued operations	 —	 (1.7)	 —	 —	 —
Net earnings (loss)	 $    578.6	  $    499.3	 $   (127.4)	 $    403.9	 $    377.1
								      
		
Basic earnings (loss) per share:						    
	 Continuing operations 	 $      1.90	 $       1.64	 $     (0.43)	 $       1.54	 $       1.44 
	 Discontinued operations 	 —	 —	 —	 —	  —  
Diluted earnings (loss) per share:						    
	 Continuing operations 	 1.89	 1.62	 (0.43)	 1.51	  1.41 
	 Discontinued operations 	 —	 —	 —	 —	  —  

Dividends per share	 0.20 	  0.20 	  0.20 	  0.20 	  0.18

adjusted amounts(a)

Adjusted earnings from continuing operations	 $    786.5 	 $    672.9 	 $    547.2 	 $    453.3 	  $    368.8 
Adjusted basic earnings per share:						    
	 Continuing operations 	  $      2.59 	 $       2.21 	  $      1.86 	 $       1.73 	  $       1.40 
Adjusted diluted earnings per share:						    
	 Continuing operations 	  2.57 	  2.18 	  1.83 	  1.69 	  1.38

net sales by product line						    
Specialty Pharmaceuticals:						    
	 Eye Care Pharmaceuticals	 $2,009.1 	 $1,776.5 	 $1,530.6 	 $1,321.7 	 $1,137.1 
	 BOTOX®/Neuromodulator	  1,310.9 	  1,211.8 	  982.2 	  830.9 	  705.1 
	 Skin Care	 113.7 	 110.7 	  125.7 	  120.2 	  103.4 
	 Urologics	  68.6 	  6.0 	  —   	  —   	 —   

		  Subtotal pharmaceuticals	  3,502.3 	  3,105.0 	  2,638.5 	 2,272.8 	  1,945.6 
	 Other (primarily contract sales)	 —   	  —   	  —   	  46.4 	  100.0 

		  Total specialty pharmaceuticals	 3,502.3 	  3,105.0 	 2,638.5 	  2,319.2 	  2,045.6 
								      
Medical Devices:						    
	 Breast Aesthetics	 310.0 	  298.4 	  177.2 	  —   	  —   
	 Obesity Intervention	  296.0 	 270.1 	  142.3 	  —   	  —   
	 Facial Aesthetics 	 231.4 	 202.8 	 52.1 	  —   	  —   

		  Core medical devices	  837.4 	 771.3 	 371.6 	  —   	  —   
	 Other	  —   	  2.7 	  —   	  —   	  —   

		  Total medical devices	 837.4 	  774.0 	  371.6 	  —   	  —   

Total product net sales	 $4,339.7 	 $3,879.0 	 $3,010.1 	 $2,319.2 	 $2,045.6 

product sold by location					   
Domestic		 64.6%	 65.7%	 67.4%	 67.5%	 69.1%
International	 35.4%	 34.3%	 32.6%	 32.5%	 30.9%

comparison of 5-year 
cumulative total 
return*

cash flow  
from operations
(in millions of dollars)

pharmaceutical  
sales growth
(in millions of dollars)

medical device  
sales growth
(in millions of dollars)

footnote for chart above:

*	 $100 invested on 12/31/03 in stock or index, including reinvestment of dividends. 
	 Fiscal year ending December 31. The 16 companies comprising the customized peer group 

include: Alcon, Inc., Amgen Inc., Biogen Idec Inc., Celgene Corporation, Cephalon, Inc.,  
Eli Lilly and Company, Endo Pharmaceuticals Holdings Inc., Forest Laboratories, Inc., 
Genentech, Inc., Genzyme Corporation, Gilead Sciences, Inc., Johnson & Johnson, Medicis 
Pharmaceutical Corporation, Mentor Corporation, Sepracor Inc. and Wyeth.
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(j)	� Upfront payment of $41.5 million for a license and development agreement with Spectrum 
Pharmaceuticals, Inc. for technology that has not achieved regulatory approval.

(k)	� Upfront payment of $7.0 million for a license and development agreement with Polyphor Ltd. for 
technology that has not achieved regulatory approval.

(l)	 Amortization of acquired intangible assets related to business combinations and asset acquisitions.

(m)	 Net restructuring charges.

(n)	 Unrealized gain (loss) on the mark-to-market adjustment to derivative instruments.

(o)	� Total tax effect for non-GAAP pre-tax adjustments of $(86.4) million, U.S. state and federal deferred tax 
benefit from legal entity integration of Esprit and Inamed Corporation (Inamed) of $(2.4) million, and 
negative tax impact from non-deductible losses associated with the liquidation of corporate-owned life 
insurance contracts of $3.8 million. 

(p)	� Fair market value inventory adjustment rollouts of $0.5 million and $2.8 million related to the acquisitions 
of Cornéal and Esprit, respectively.

(q)	� Integration and transition costs related to the acquisitions of Inamed, Cornéal, Esprit, and EndoArt SA 
(EndoArt), consisting of cost of sales of $0.2 million and selling, general and administrative expense of 
$14.5 million.

(r)	� Settlement of an unfavorable pre-existing Cornéal distribution contract for $2.3 million and $6.4 million 
legal settlement of a patent dispute assumed in the acquisition of Inamed.

(s)	 In-process research and development charge related to the acquisition of EndoArt.

(t)	 Interest income related to income tax settlements.

(u)	� Total tax effect for non-GAAP pre-tax adjustments of $(51.9) million and favorable recovery of previously 
paid state income taxes of $(1.6) million.

(v)	� Integration and transition costs related to the acquisition of Inamed, consisting of cost of sales of  
$0.9 million; selling, general and administrative expense of $19.6 million; and research and development 
expense of $0.2 million. 

(w)	 Fair market value inventory adjustment rollout of $47.9 million related to the acquisition of Inamed.

(x)	 Costs related to the acquisition of Cornéal of $0.1 million.

(y)	� Transition/duplicate operating expenses related to restructuring and streamlining of European operations, 
consisting of selling, general and administrative expense of $5.7 million and research and development 
expense of $0.5 million.

(z)	 Contribution to The Allergan Foundation of $28.5 million.

(aa)	In-process research and development charge of $579.3 million related to the acquisition of Inamed.

(ab)	Amortization of acquired intangible assets related to the acquisition of Inamed.

(ac)	�Reversal of interest income on previously paid state income taxes and reversal of interest expense related 
to the resolution of uncertain tax positions.

(ad)	Costs to settle a previously disclosed contingency involving non-income taxes in Brazil.

(ae)	�Total tax effect for non-GAAP pre-tax adjustments of $(61.9) million, resolution of uncertain tax positions 
and favorable recovery of previously paid state income taxes of $(11.7) million, reduction in valuation 
allowance associated with a deferred tax asset of $(17.2) million, change in estimated income taxes on 
2005 dividend repatriation of $(2.8) million, and taxes related to intercompany transfers of trade 
businesses and net assets of $1.6 million.

(af)	� Transition/duplicate operating expenses related to restructuring and streamlining of European operations, 
consisting of cost of sales of $0.3 million; selling, general and administrative expense of $3.8 million; and 
research and development expense of $1.5 million.

(ag)	Restructuring charge of $43.8 million and related inventory write-offs of $0.2 million.

(ah)	�Gain on sale of assets primarily used for Advanced Medical Optics contract manufacturing ($5.7 million), 
gain on sale of distribution business in India ($7.9 million), and gain on sale of a former manufacturing 
plant in Argentina ($0.6 million).

(ai)	 Costs related to the acquisition of Inamed $0.4 million.

(aj)	 Buyout of license agreement with Johns Hopkins University.

(ak)	�Interest income related to previously paid state income taxes and reversal of interest expense related  
to tax settlements.

(al)	 Termination of ISTA Vitrase collaboration agreement (including interest income of $0.1 million).

(am)	Gain on sale of third party equity investment.

(an)	�Total tax effect for non-GAAP pre-tax adjustments of $(1.7) million, resolution of uncertain tax positions 
of $(24.1) million, additional benefit for state income taxes of $(1.4) million, and $49.6 million related  
to the repatriation of foreign earnings that had been previously permanently reinvested outside the  
United States.

(ao)	Minority interest related to gain on sale of distribution business in India.

(ap)	Income from a patent infringement settlement.

(aq)	�Restructuring charges and asset write-offs, net related to the spin-off of Advanced Medical Optics.

(ar)	� Technology transfer fee and income from revised Vitrase collaborations agreement with ISTA 
Pharmaceuticals.

(as)	Favorable recovery of previously paid state income taxes and the tax effect for non-GAAP adjustments.

(at)	 The adjustment to measure sales using constant currency.

Condensed Consolidated Statements of Operations  
and Reconciliation of Non-GAAP Adjustments

In millions, except per share data	 Year Ended December 31, 2008	 Year Ended December 31, 2007	 Year Ended December 31, 2006	 Year Ended December 31, 2005	 Year Ended December 31, 2004

			   	 Non-GAAP		  	 Non-GAAP			   Non-GAAP			   Non-GAAP			   Non-GAAP
			   GAAP	 Adjustments	 Adjusted	 GAAP	 Adjustments	 Adjusted	 GAAP	 Adjustments	 Adjusted	 GAAP	 Adjustments	 Adjusted	 GAAP	 Adjustments	 Adjusted

revenues
Specialty pharmaceuticals product net sales	 $3,502.3	  $        — 		 $3,502.3 	 $3,105.0 	 $        — 		 $3,105.0 	 $2,638.5	 $         — 		 $2,638.5 	 $2,319.2	 $      —		  $2,319.2	 $2,045.6	 $      —		  $2,045.6
Medical devices product net sales	 837.4	 —  	 837.4 	  774.0 	 —  	  774.0 	 371.6	 —		  371.6 	 —	 —		  —	 —	 —		  —

	 Product net sales	 4,339.7	 —		  4,339.7	 3,879.0 	 —  	 3,879.0 	 3,010.1	 —		  3,010.1	 2,319.2 	 —		  2,319.2	 2,045.6	 —		  2,045.6
Other revenues 	 63.7	 —		  63.7	 59.9 	 —  	  59.9 	 53.2	 —		  53.2 	 23.4	 —		  23.4	 13.3	 —		  13.3

	 Total	 4,403.4	 —		  4,403.4	 3,938.9 	 —	 	 3,938.9	 3,063.3	 —		  3,063.3	 2,342.6	 —		  2,342.6	 2,058.9	 —		  2,058.9

operating costs and expenses
Cost of product sales (excludes amortization of  
	 acquired intangible assets) 	 761.2	 (20.6)	(a)(b)(c) 	 740.6	 673.2	 (3.5)	(p)(q) 	 669.7	 575.7	 (48.8)	(v)(w) 	 526.9	 385.3	 (0.5)	(af)(ag) 	 384.8	 381.7	 —		  381.7
Selling, general and administrative 	  1,856.0 	 (47.2)	(b)(c)(d)(e)(f)(g)	1,808.8	 1,680.1	 (23.2)	(q)(r)	 1,656.9 	 1,333.4	 (53.9)	(v)(x)(y)(z)	 1,279.5	 936.8	 10.0	 (af)(ah)(ai) 	  946.8 	 791.7	 2.4 	(ap)	 794.1 
Research and development 	 797.9	 (69.0)	(b)(h)(i)(j)(k) 	 728.9	 718.1	 (72.0)	(s)	 646.1	 1,055.5	 (580.0)	(v)(y)(aa)	 475.5	 388.3	 (4.5)	(af)(aj) 	  383.8 	 342.9	 —		  342.9 
Amortization of acquired intangible assets 	 150.9	 (129.6)	(l)	 21.3	 121.3	 (99.9)	(l)	 21.4	 79.6	 (58.6)	(ab)	 21.0	 17.5	 —		  17.5	 8.2	 —		  8.2
Restructuring charges and asset write-offs, net 	 41.3	 (41.3)	(m) 	  —	 26.8	 (26.8)	(m)	 —	 22.3	 (22.3)	(m)	 —	 43.8	  (43.8)	(ag)	 —	 7.0	 (7.0)	(aq)	 —

Operating income (loss) 	 796.1	 307.7 		 1,103.8	 719.4 	 225.4 		 944.8	 (3.2)	 763.6		  760.4	 570.9	 38.8 		 609.7	 527.4	 4.6		  532.0
Interest income 	 33.5	 —		  33.5	 65.3 	 (0.4)	(t)	 64.9	 48.9	 4.9	 (ac) 	 53.8	 35.4	 (2.2)	(ak)(al)	 33.2	 14.1	 —		   14.1
Interest expense 	 (60.6)	 —		  (60.6)	 (71.4)	 —		  (71.4)	 (60.2)	 (4.9)	(ac) 	  (65.1)	 (12.4)	 (7.3)	(ak)	  (19.7)	 (18.1)	 —		  (18.1)
Gain on investments 	 —	 —		  —	 —	 —		  —	 0.3	 —		  0.3	 0.8	 (0.8)	(am) 	 —	 0.3	 —		  0.3
Unrealized gain (loss) on derivative instruments, net 	 14.8 	 (14.8)	(n)	 —  	 (0.4)	 0.4	 (n)	 —	 (0.3)	 0.3	 (n)	 —	 1.1	 (1.1)	(n)	 —	 (0.4)	 0.4	 (n)	 —
Other, net 	 3.4 	 —   	 3.4 	 (25.2)	 —		  (25.2)	 (5.0)	 2.7	 (ad)	 (2.3)	 3.4 	 (3.5)	(al)	 (0.1)	 8.8	 (11.5)	(ar)	 (2.7)

			   (8.9)	 (14.8)		 (23.7)	 (31.7)	 —		  (31.7)	 (16.3)	 3.0		  (13.3)	 28.3	 (14.9)		 13.4	 4.7	 (11.1)		  (6.4)

Earnings (loss) from continuing operations before  
	 income taxes and minority interest 	 787.2	 292.9		  1,080.1	 687.7	 225.4		  913.1	 (19.5)	 766.6 		 747.1	 599.2	 23.9		  623.1	 532.1	 (6.5)		 525.6
Provision for income taxes 	 207.0	 85.0	 (o)	 292.0	 186.2	 53.5	 (u)	 239.7	 107.5	 92.0	 (ae)	 199.5	 192.4	 (22.4)	(an)	 170.0	 154.0	 1.8	 (as)	 155.8
Minority interest 	 1.6	 —		  1.6 	 0.5	 —		  0.5	 0.4	 —		  0.4	 2.9	 (3.1)	(ao)	 (0.2)	 1.0	 —		  1.0

Earnings (loss) from continuing operations	 $    578.6	 $   207.9 		 $   786.5	 $    501.0	 $171.9 		 $    672.9	 $   (127.4)	 $ 674.6		  $    547.2	 $    403.9	 $ 49.4		  $    453.3	 $    377.1	 $   (8.3)		 $    368.8

Basic earnings (loss) per share:	
	 Continuing operations 	 $      1.90	 $    0.69 		 $     2.59 	 $      1.64	 $  0.57 		 $      2.21	 $     (0.43)	 $    2.29		  $      1.86	 $      1.54	 $ 0.19		  $      1.73	 $      1.44 	 $(0.04)		 $      1.40
Diluted earnings (loss) per share:
	 Continuing operations 	 $      1.89	 $    0.68 		 $     2.57	 $     1.62	 $  0.56		  $      2.18	 $     (0.43)	 $    2.26		  $      1.83	 $      1.51	 $ 0.18 		 $      1.69	 $      1.41	 $(0.03)		 $      1.38 

Total product net sales	 $4,339.7	 $   (49.5)	(at)	 $4,290.2 	 $3,879.0	 $ (87.4)	(at)	 $3,791.6	 $3,010.1	 $  (15.2)	(at)	 $2,994.9	 $2,319.2	 $(22.3)	(at)	 $2,296.9	 $2,045.6	 $(41.9)	(at)	 $2,003.7

“GAAP” refers to financial information presented in accordance with generally accepted accounting principles 
in the United States.

In this Annual Report, Allergan included historical non-GAAP financial measures, as defined in Regulation G 
promulgated by the Securities and Exchange Commission, with respect to the year ended December 31, 2008, 
as well as the corresponding periods for 2007 through 2004. Allergan believes that its presentation of 
historical non-GAAP financial measures provides useful supplementary information to investors regarding its 
operational performance because it enhances an investor’s overall understanding of the financial performance 
and prospects for the future of Allergan’s core business activities by providing a basis for the comparison of 
results of core business operations between current, past and future periods. The presentation of historical 
non-GAAP financial measures is not meant to be considered in isolation from or as a substitute for results 
prepared in accordance with accounting principles generally accepted in the United States.

In this Annual Report, Allergan reported the non-GAAP financial measure “adjusted earnings” and related 
“adjusted basic and diluted earnings per share.” Allergan uses adjusted earnings to enhance the investor’s 
overall understanding of the financial performance and prospects for the future of Allergan’s core business 
activities. Adjusted earnings is one of the primary indicators management uses for planning and forecasting in 
future periods, including trending and analyzing the core operating performance of Allergan’s business from 
period to period without the effect of the non-core business items indicated. Management uses adjusted 
earnings to prepare operating budgets and forecasts and to measure Allergan’s performance against those 
budgets and forecasts on a corporate and segment level. Allergan also uses adjusted earnings for evaluating 
management performance for compensation purposes. 

Despite the importance of adjusted earnings in analyzing Allergan’s underlying business, the budgeting and 
forecasting process and designing incentive compensation, adjusted earnings has no standardized meaning 
defined by GAAP. Therefore, adjusted earnings has limitations as an analytical tool, and should not be 
considered in isolation, or as a substitute for analysis of Allergan’s results as reported under GAAP. Some  
of these limitations are:

• �it does not reflect cash expenditures, or future requirements, for expenditures relating to restructurings,  
and certain acquisitions, including severance and facility transition costs associated with acquisitions;

• �it does not reflect gains or losses on the disposition of assets associated with restructuring and business 
exit activities; 

• it does not reflect the tax benefit or tax expense associated with the items indicated;

• �it does not reflect the impact on earnings of charges resulting from certain matters Allergan considers not 
to be indicative of its ongoing operations; and

• �other companies in Allergan’s industry may calculate adjusted earnings differently than it does, which may 
limit its usefulness as a comparative measure.

Allergan compensates for these limitations by using adjusted earnings only to supplement net earnings (loss) 
on a basis prepared in conformance with GAAP in order to provide a more complete understanding of the 
factors and trends affecting its business. Allergan strongly encourages investors to consider both net earnings 
(loss) and cash flows determined under GAAP as compared to adjusted earnings, and to perform their own 
analysis, as appropriate.

In this Annual Report, Allergan also reported sales performance using the non-GAAP financial measure of 
constant currency sales. Constant currency sales represent current year reported sales adjusted for the 
translation effect of changes in average foreign currency exchange rates between the current year and the 
corresponding prior year. Allergan calculates the currency effect by comparing adjusted current year reported 
amounts, calculated using the monthly average foreign exchange rates for the corresponding prior year,  
to the actual current year reported amounts. Management refers to growth rates in constant currency so  
that sales results can be viewed without the impact of changing foreign currency exchange rates, thereby 
facilitating period to period comparisons of Allergan’s sales. Generally, when the dollar either strengthens or 
weakens against other currencies, the growth at constant currency rates will be higher or lower, respectively, 
than growth reported at actual exchange rates.

(a)	� Fair market value inventory adjustment rollout of $11.7 million related to the acquisition of Esprit Pharma 
Holding Company, Inc. (Esprit).

(b)	� Rollout of retention termination benefits and accelerated depreciation costs capitalized in inventory and 
asset impairments related to the phased closure of the Arklow, Ireland, breast implant manufacturing facility 
consisting of cost of sales of $8.8 million; selling, general and administrative expenses of $0.9 million; 
and research and development expenses of $0.3 million.

(c)	� Integration and transition costs related to the acquisitions of Esprit and Groupe Cornéal Laboratoires 
(Cornéal), consisting of cost of sales of $0.1 million and selling, general, and administrative expenses of 
$2.1 million.

(d)	� External costs of approximately $25.7 million associated with responding to the U.S. Department of 
Justice subpoena announced in a company press release on March 3, 2008, and ACZONE® transaction 
costs of $0.6 million.

(e)	 Settlement related to the termination of a distribution agreement in Korea of $13.2 million.

(f)	� Gain on sale of technology and fixed assets of $(0.9) million related to the phased closure of the collagen 
manufacturing facility in Fremont, California.

(g)	 Impairment of intangible asset of $5.6 million related to the phase-out of a collagen product.

(h)	� Upfront payment of $13.9 million for in-licensing of Canadian SANCTURA® product rights that have  
not achieved regulatory approval.

(i)	� Upfront payment of $6.3 million for in-licensing of Asterand plc technology that has not achieved 
regulatory approval.

>100 
countries
(global reach)

x6
(areas of specialty focus)

R+D
(research + development)



net sales growth
(in millions of dollars)
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(1)	� Intercontinental Medical Statistics (IMS), worldwide (48 countries rollup), US$ constant currency sales 
growth, YTD Sep-08 vs. YTD Sep-07.

(2)	 Allergan data on file.

(3)��	� Mixture of public information (earnings releases, 10Ks, 10Qs), Allergan internal data, syndicated marketing 
research reports, analyst reports, Internet searches, competitive intelligence, etc.

(4)	 �Intercontinental Medical Statistics (IMS): 48 countries rollup, Q3 2008, in constant currency for the  
trailing 12 months, as of September 2008. 

(5)�	 �Vector One: National (VONA) from SDI; MAT Dec. 2008.

To Our Investors
After the strong 29 percent sales growth we enjoyed in 2007, 2008 was 
a challenging year financially given the worldwide economic downturn. 
However, 2008 also represented a time for reflection and assessment  
of our short- and long-term opportunities, enabling us to emerge from 2008 
stronger and better prepared for the challenges ahead. Even in a difficult 
economic climate with various external, uncontrollable factors impacting our 
businesses, Allergan draws stability, strength and value from its Growth 
Equation — a business model that balances diverse specialties with a 
focused approach and a leadership presence in markets around the globe. 

The net sales growth of 12 percent we achieved in 2008 was quite different 
from our expectations at the start of the year, particularly with regard  
to continued strong expansion of the medical aesthetics business that 
includes BOTOX® Cosmetic, dermal fillers and breast aesthetics. Late in 
the first quarter, we began to experience the impact of cutbacks in U.S. 
consumer spending on these elective cash pay businesses. From mid-year 
onward, we increasingly experienced the effects of a global recession, 
especially in Europe. Beyond medical aesthetics, the economic currents 
also challenged our growth expectations for our obesity intervention 
portfolio, specifically the LAP-BAND® Adjustable Gastric Banding System. 
For the LAP-BAND® System, about a quarter of our business is currently 
cash pay and when reimbursed the typical co-payment is in the range  
of $2,000 to $4,000. So, in tough economic times when consumers  
are reducing their personal expenses, growth for a product like the 
LAP-BAND® System, a well-established treatment for morbid obesity,  
is also negatively impacted. 

Even with these challenges, first half 2008 net sales growth was still 
strong at 21 percent over the corresponding period of 2007, while 
second half net sales growth was moderate at three percent with weak 
consumer demand being amplified by the strength of the U.S. Dollar versus 
foreign currencies. Thanks to our reliable forecasting systems we initiated 
strong expense controls from mid-year onward which permitted us to 
deliver adjusted Diluted Earnings per Share (EPS) growth of 18 percent 
for the full year. [A reconciliation between Generally Accepted Accounting 
Principles (GAAP) Diluted EPS and adjusted Diluted EPS results is on 
pages 4-5.] Allergan’s pharmaceutical businesses (including BOTOX® 
sales) increased 13 percent over 2007 on a constant currency basis, 

compared with a worldwide pharmaceutical industry growth rate of 4 
percent.1 Given the high investments we made in prior years in sales force 
expansions and substantial Direct to Consumer (DTC) advertising budgets 
for our consumer-oriented brands, we possess the strategic flexibility  
to leverage these cost areas, reducing many optional programs while 
protecting our long-term investments in Research and Development (R&D). 

Diversified Business Model
While much investor attention is paid to our consumer-oriented, elective 
cash pay businesses — such as BOTOX®, which today is likely one of the 
most famous pharmaceutical brands in America;2 JUVÉDERM®, our leading 
dermal filler; our Natrelle™ Collection of breast implants; and the LAP-BAND® 
System, the world’s No. 1 gastric band3 — in reality the cash pay portion 
of our overall sales in 2008 was only about 30 percent of our worldwide 
revenues. The real strength of our diversified business model was demon- 
strated by a constant currency growth of 13 percent in our worldwide 
pharmaceutical businesses, which accounted for the remaining 70 percent 
of our revenues. Eye care pharmaceuticals, representing 46 percent of  
our global sales mix, increased 13 percent in Dollars over 2007. For the 
seventh consecutive year Allergan has been the fastest growing global  
eye care pharmaceutical company thanks to RESTASIS®, our artificial tear 
brands led by REFRESH® and OPTIVE™ and our glaucoma franchise.4 
RESTASIS® ophthalmic emulsion, the only prescription therapeutic dry  
eye product, is now the second largest eye care pharmaceutical brand  
in the United States5 with 2008 worldwide sales of $444 million. 

Operating cash flow in 2008 was a strong $682 million, and post-capital 
expenditure a net of $492 million. We utilized our potent cash generation 
to undertake strategic transactions enhancing our specialty product lines 
and strengthening our diversity. Notably, we acquired the North American 
rights to ACZONE® gel 5% for approximately $150 million. ACZONE® 
contains the first new FDA-approved chemical entity for acne treatment 
since our TAZORAC® (tazarotene) gel was approved in 1997. We also 

Our strategy 
for sustainable 
growth

established a collaboration with Spectrum Pharmaceuticals to co-develop 
and commercialize worldwide (outside Asia) the antineoplastic agent 
apaziquone, currently being investigated for the treatment of non-muscle 
invasive bladder cancer and a perfect fit with Allergan’s emerging 
strategic focus in urology. As part of the collaboration with Spectrum 
Pharmaceuticals, we paid $42 million upfront in the fourth quarter of 
2008. Only a limited sum of $230 million was expended for stock 
repurchases as part of our long-term strategy of offsetting employees’ 
exercise of stock options. Given the distressed state of the global credit 
markets since the latter half of 2008, we are fortunate to have approximately 
$1.1 billion of cash on the balance sheet and no material expiries of our 
existing financing arrangements until 2011. Therefore, as we enter 2009, 
we have multiple levers for strategic acquisitions and licensing transactions 
or for rearrangement of our debt structure. 

Steady Investment in R&D and Scientific Innovation
While 2007 marked the strongest sales growth in Dollars in Allergan’s 
history, 2008 marked our strongest R&D performance ever — reflecting 
not only the competence of our scientists, but also our steadily increasing 
investment in the R&D component of our Growth Equation. In 2008, 
adjusted R&D expenditures were $729 million or 16.8 percent of sales 
— a near doubling of adjusted R&D spend within a short three-year time 
span. [A reconciliation between GAAP R&D expenditures and adjusted 
R&D expenditures is on page 17.] R&D is the center of the enterprise and 
the long-term driver of product innovation that should be a key focus for 
any CEO and Board of Directors to ensure productivity and operational 
efficiencies. To that point, 2008 was a pivotal year for us with several 
product approvals by government agencies worldwide. 

To begin, we secured approval from the U.S. Food and Drug Administration 
(FDA) for LATISSE™ (bimatoprost ophthalmic solution) 0.03%, a unique 
and first-ever prescription product for the treatment of hypotrichosis 
(inadequate or not enough eyelashes). In addition, we received FDA 
approval for TRIVARIS™ injectable suspension, a specially formulated 
triamcinolone product, marking Allergan’s first product to treat retinal 
disease. Around the world, our combination glaucoma therapy drugs, 
COMBIGAN® (brimonidine tartrate/timolol maleate ophthalmic solution) 
0.2%/0.5% and GANFORT™ (bimatoprost/timolol ophthalmic solution) 
0.03%/0.5% were approved in many second-tier markets. Regarding 
BOTOX® neurotoxin, we received regulatory approvals in Korea for 
post-stroke spasticity, aesthetic use and severe primary axillary 
hyperhidrosis. In Australia, we received regulatory approval of BOTOX®  
for upper limb juvenile cerebral palsy. And, in early 2009, through our 
partnership with GlaxoSmithKline (GSK), we received Japanese approval of 
BOTOX® for aesthetic use, which will be marketed under the trade name 
BOTOX VISTA®, as well as for the treatment of juvenile cerebral palsy. 
Additionally, following an earlier regulatory approval in Mexico, BOTOX® 
received approval for overactive bladder (OAB) in Brazil in 2009. In terms 
of our dermal filler line, the JUVÉDERM® Ultra and Ultra Plus brands 
formulated with lidocaine anesthetic were launched in Europe, Canada, 
and Australia in early 2009. Additionally, VOLUMA™, a next generation 
volumizing filler, was approved in Europe, Canada and Australia.

The only significant regulatory disappointment in 2008 was the 
termination of our long-term program to secure FDA approval for oral 
memantine, which we believed had the potential to be the first oral 
treatment worldwide to hinder the progression of glaucoma through the 
direct protection of the optic nerve rather than by reducing intraocular 

pressure (IOP). Unfortunately, the trial failed to reach its clinical 
endpoints. From the outset, we had fully appreciated that this was 
a pioneering program, and therefore one that entailed the highest risk  
of any clinical endeavor at Allergan.

In addition to many important product approvals worldwide, R&D 
productivity in 2008 was significant, as proven by the large number of 
regulatory filings and subsequent approvals. Looking ahead, several 
important submissions are awaiting action from regulatory agencies in 
2009. [An overview of Allergan’s 2008-2009 granted product approvals 
and 2009 pending approvals is on page 8.]

Despite the current economic climate, we maintained a sharp focus on 
our longer-term R&D pipeline by moving internally developed compounds 
and programs to the next stage, as well as by externally enhancing our 
portfolio through in-licenses. For example, the Phase II programs for 
BOTOX® for idiopathic OAB were completed. Additionally, PG analog  
and other compounds for the lowering of IOP and RESTASIS® X, a new 
formulation of our highly successful, unique dry eye therapy product, 
began testing in 2008 and are continuing clinical development in 2009.
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In light of the significant product approvals we secured in 2008, it is 
important to note that the process for obtaining regulatory approval of 
pharmaceuticals and medical devices by agencies around the world has 
become increasingly complex. Allergan, however, benefits from having 
drugs and delivery systems that are primarily topical and targeted in effect, 
versus systemic, and have optimal safety profiles. This is one reason why 
Allergan has historically enjoyed a much higher than industry average 
success rate in the number of drugs entering the clinic relative to the 
number of final approvals. The other key reason is our organizational 
focus on select specialty therapeutic areas where we have long-established 
scientific experience and commercial leadership, enabling us to rapidly 
progress products through the development pipeline.

Despite current economic challenges, we are determined to continue to 
build a strong pipeline. This is evidenced not only by the strong progress 
made with our internally developed compounds and technologies, but  
also by our recent business development activities with Spectrum 
Pharmaceuticals (urology), BAROnova (obesity intervention), Asterand 
(eye care) and Polyphor (eye care). 

Prepared for Competition
Competition is as healthy as it is inevitable — it keeps companies on  
their toes, stimulating innovation and intensifying efforts to enhance the 
safety and efficacy of drugs to meet the needs of physicians and patients, 
while at the same time raising awareness and expanding markets. Therefore, 
our depth in select specialty areas reflected by our geographical reach, 
the diversity of our product portfolios and the robustness of our pipeline 
help position us well to sustain market share and propel growth in an 
increasingly competitive marketplace. 

For many years, we have been diligently readying ourselves for the 
arrival of competition to BOTOX® in North America in both the aesthetic  
and therapeutic categories. Our efforts have included an impressive 
continuum of new and approved medical uses of BOTOX®, benefiting 21 
different patient populations to date, a long-established product safety 
profile based on approximately 15 million treatment sessions6 and 18 
million product vials6 sold over the past 20 years, coupled with a steady 
improvement in physician injector training, reimbursement services and 
patient support. Competition will be initially contained to first discovered 
uses and indications for orphan conditions. Specifically, in 2009, we 
expect that our competitor Ipsen will receive FDA approval for Dysport® 
for cervical dystonia, one of the first therapeutic uses of neuromodulators. 
Since its first approved use nearly 20 years ago, Allergan’s patent estate 
for therapeutic uses of BOTOX® is vast, reflected by the product’s 
currently 21 approved indications globally. And our pursuit of the 
potential of BOTOX® is ongoing, as we are investing considerable 
resources to develop the next generation of neuromodulators with even 
more targeted efficacy and longer duration of action. Furthermore, with 
approximately 2,100 publications on botulinum toxin type A in scientific 
and medical journals,6 BOTOX® is one of the most widely researched 
medicines in the world. Hence, our leadership position is further bolstered 
by the fact that physicians and patients, either inside or outside the 
United States have a level of experience and trust in BOTOX® that is 
unmatched by other botulinum toxin therapies such as Dysport®, 
against which we have successfully competed since 1991. 

In addition, our investments in DTC advertising complemented by our 
public relations activities have established strong brand awareness of the 
BOTOX® brand with consumers. Our track record of maintaining a very 
high market share for BOTOX®, which we currently estimate to be 83 
percent worldwide,7 and our history of market share gains in Europe 
against Dysport® in both the therapeutic and aesthetic segments give  
us grounds for confidence that we will handle competition successfully  
in the United States and Canada.

With regard to competition for BOTOX® Cosmetic, we anticipate FDA 
approval of the aesthetic version of Dysport®, expected to be marketed 
by Ipsen’s licensee in North America, Medicis, under the trade name 
Reloxin®. In early 2008, we undertook a significant expansion of our 
sales organization to improve market coverage and service of our 
customer base and provide sufficient capacity for selling a full line of 
facial products tailored to meet the needs of aesthetic specialists and 
their patients. In 2009, we will be offering physicians and patients a 
portfolio for total facial care that consists of either the No. 1 aesthetic 
treatment in the category or one that is uniquely differentiated based  
on its scientifically proven benefit. 

Following the introduction of BOTOX® Cosmetic in 2002, which served 
as the catalyst that triggered consumers’ adoption of medical aesthetic 
treatments worldwide, Allergan has demonstrated yet again its ability  
to create and lead high-growth markets with the U.S. launches of our 
JUVÉDERM® dermal filler portfolio in the United States in 2006 and 
LATISSE™, the first FDA-approved eyelash enhancing product in 2009. 
The growth of the medical aesthetics market has been fueled not only  
by the aging of the “baby boomer generation” but also by the growing 
demand among all age groups for safe and effective approaches to 
maintaining a healthy and youthful appearance and self-image. 

Today, Allergan’s leadership in medical aesthetics is the fulfillment of  
the strategy we embarked upon when we launched BOTOX® Cosmetic, 
and our decision to develop a Total Facial Rejuvenation™ product 
offering for physicians and consumers where science meets beauty. 
Looking ahead, sustained growth in medical aesthetics will be driven  
by innovation, which we seed by continuing to listen closely to the 
experiences and needs of our physician partners and consumers, and by 
being adept at spotting opportunities. Coupled with innovation, success 
in this market will be further defined by meeting consumers’ demand for 
credible information backed by science and by working with physicians to 
help patients make the best-informed medical aesthetics choices possible. 
That is Allergan’s formula for responsible growth and expansion of the 
medical aesthetics market worldwide. [An overview of Allergan’s Total 
Facial Rejuvenation™ product portfolio is on page 10.] 

For plastic surgeons, we offer market-leading products for each of the 
top three consumer products purchased by the physician’s office: breast 
implants, BOTOX® for aesthetic use and dermal fillers. Specific to breast 
implants, our Natrelle® Collection of breast implants offers the industry’s 
widest range of gel and saline breast implant options for women seeking 
to enhance or restore their breast shape and form. 

Beyond our medical aesthetic businesses, we also foresee continued 
leadership in the obesity intervention market. To that point, we are 
confident we will maintain a significant presence in the near and long term. 

2008-2009 Granted Approvals
PRODUCT	 INDICATION	 COUNTRY	 YEAR

LATISSE™	 Hypotrichosis of the Eyelashes	 United States	 2008 

TRIVARIS™	 Retinal Disease	 United States 	 2008

BOTOX®	 Post-Stroke Upper Limb Spasticity	 Korea	 2008

BOTOX®	 Glabellar Lines 	 Korea	 2008

BOTOX®	 Severe Primary Axillary Hyperhidrosis	 Korea	 2008

BOTOX®	 Upper Limb Spasticity Associated with 	 Australia	 2008 

			   Juvenile Cerebral Palsy	

JUVÉDERM® Ultra and Ultra Plus	 Facial Aesthetics 	 Canada, Australia	 2008

with lidocaine			 

VOLUMA™	 Facial Aesthetics	 Europe, Canada, Australia	 2008

BOTOX®	 Neurogenic Overactive Bladder	 Brazil	 2009

BOTOX® 	 Glabellar Lines 	 China*	 2009

BOTOX®	 Juvenile Cerebral Palsy	 Japan*	 2009

BOTOX VISTA®	 Glabellar Lines 	 Japan*	 2009

2009 Pending Approvals
BOTOX® 	 Post-Stroke Upper Limb Spasticity	 United States 

JUVÉDERM® Ultra and Ultra Plus 	 Facial Aesthetics 	 United States

with lidocaine 

Natrelle® Style 410 	 Breast Reconstruction & Augmentation	 United States 

ACULAR® X 	 Inflammation	 United States 

POSURDEX®	 Macular Edema Associated with 	 United States

			   Retinal Vein Occlusion 

LUMIGAN® X	 Intraocular Pressure/Glaucoma	 United States 

LUMIGAN®	 Intraocular Pressure/Glaucoma	 Japan** 

*Through partnership with GlaxoSmithKline in Japan and China.
**Through partnership with Senju Pharmaceutical Company, Ltd. in Japan.

“�While 2007 marked the strongest sales growth in Dollars 

in Allergan’s history, 2008 marked our strongest R&D 

performance ever — reflecting not only the competence  

of our scientists, but also our steadily increasing investment 

in the R&D component of our Growth Equation.”

“�R&D is the center of the enterprise and the long-term  

driver of product innovation that should be a key focus  

for any CEO and Board of Directors to ensure productivity 

and operational efficiencies.”

(6)	 Allergan data on file.

(7)��	� Mixture of public information (earnings releases, 10Ks, 10Qs), Allergan internal data, syndicated marketing 
research reports, analyst reports, Internet searches, competitive intelligence, etc. in U.S. dollars at actual 
exchange rates for 12 months ending September 2008.


