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ITEM 2.01        Completion of Acquisition or Disposition of Assets. 
 

This current report on Form 8-K/A amends and supplements Items 9.01(a) and 9.01(b) of the Current Report on Form 8-K filed by us on March 13,
2009 related to our March 12, 2009 acquisition of ViroChem Pharma Inc., or ViroChem.  This amendment includes audited condensed financial statements of
ViroChem Pharma Inc. as of and for the years ended December 31, 2008 and 2007 and unaudited condensed combined pro forma financial information for us
and ViroChem as of and for the year ended December 31, 2008.  Each of these items was permitted pursuant to Item 9 of Form 8-K to be filed by amendment
within 75 days after the acquisition.
 
ITEM 9.01        Financial Statements and Exhibits
 

(a)               Financial Statements of Business Acquired
 

ViroChem’s Audited Condensed Financial Statements as of and for the years ended December 31, 2008 and 2007 are filed as Exhibit 99.1 to this
current report on Form 8-K/A.
 

(b)               Pro Forma Financial Information
 

The following unaudited pro forma condensed combined financial statements are filed as Exhibit 99.2 to this Current Report on Form 8-K/A:
 
·                  Unaudited Pro Forma Condensed Combined Balance Sheet of Vertex Pharmaceuticals Incorporated and ViroChem as of December 31, 2008.
 
·                  Unaudited Pro Forma Condensed Combined Statement of Operations of Vertex Pharmaceuticals Incorporated and ViroChem for the Twelve Months

Ended December 31, 2008.
 
·                  Notes to Unaudited Pro Forma Condensed Combined Financial Information of Vertex Pharmaceuticals Incorporated and ViroChem.

 
(d)   Exhibits

 
Exhibit

 
Description of Document

   
23.1 Consent of Deloitte & Touche LLP



   
99.1

 

Audited Condensed Financial Statements of ViroChem Pharma Inc., as of and for the years ended December 31, 2008 and
2007.

   
99.2

 

Pro Forma Condensed Combined Financial Statements of Vertex Pharmaceuticals Incorporated and ViroChem Pharma Inc.
as of and for the year ended December 31, 2008

 
2

 
SIGNATURE

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 

 

VERTEX PHARMACEUTICALS INCORPORATED
 

(Registrant)
  
  
Date:  May 11, 2009 /s/ Ian F. Smith
 

Ian F. Smith 
Executive Vice President and Chief Financial Officer
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Exhibit 23.1
 

Consent of Independent Registered Chartered Accountants
 

We consent to the incorporation by reference in the Registration Statements (Form S-3 No. 333-157919, and No. 333-153543 and Form S-8 Nos. 33-48030,
33-48348, 33-65472, 333-65666, 33-93324, 333-12325, 333-27011, 333-56179, 333-65664, 333-79549, 333-104362, 333-115458, 333-134482, 333-147277,
333-150946 and 333-150945) of Vertex Pharmaceuticals Incorporated, of our report dated February 19, 2009, except for Notes 10 and 11, which are as of
March 12, 2009, relating to the financial statements of ViroChem Pharma Inc. appearing in Vertex Pharmaceuticals Incorporated Current Report on Form 8-
K/A, filed with the Securities and Exchange Commission on May 11, 2009.
 
 
/s/Deloitte & Touche LLP (1)
 
 
Montreal, Canada
May 11, 2009
 

(1) Chartered accountant auditor permit no 20371
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Report of Independent Registered Chartered Accountants
 
To the Board of directors of
ViroChem Pharma Inc.
 
We have audited the balance sheets of ViroChem Pharma Inc. as at December 31, 2008 and 2007 and the statements of loss, deficit and cash flows for the
years then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.
 
We conducted our audits in accordance with Canadian and United States of America generally accepted auditing standards. Those standards require that we
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.
 
In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as at December 31, 2008 and 2007 and
the results of its operations and its cash flows for the years then ended in accordance with Canadian generally accepted accounting principles.
 
The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. Our audits included
consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the Company’s internal control over financial reporting. Accordingly, we express no such opinion.
 
/s/ Deloitte & Touche LLP (1)
 
Montreal, Canada
February 19, 2009, except for Notes 10 and 11, which are as of March 12, 2009
 

(1) Chartered accountant auditor permit no 20371
 

 
VIROCHEM PHARMA INC.
Statements of loss
years ended December 31, 2008 and 2007
 
  

2008
 

2007
 

 

 
$

 
$

 

      
Operating expenses

     

General and administrative
 

2,629,324
 

1,799,956
 

Intellectual property expenses
 

772,891
 

699,447
 

 

 

3,402,215
 

2,499,403
 

      
Research and development

 

19,444,428
 

16,494,898
 

Less: Research and development tax credits
 

(2,102,636) (1,694,166)
    



17,341,792 14,800,732
      

Amortization of property, plant and equipment
 

317,503
 

396,681
 

      
Financial income

 

(1,276,204) (1,240,464)
      
Other income

 

—
 

(25,000)
Net loss

 

19,785,306
 

16,431,352
 

 
The accompanying notes are an integral part of these financial statements.
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VIROCHEM PHARMA INC.
Statements of deficit
years ended December 31, 2008 and 2007
 
  

2008
 

2007
 

 

 
$

 
$

 

      
Deficit, beginning of year

 

42,833,088
 

26,362,158
 

      
Net loss

 

19,785,306
 

16,431,352
 

      
Share issue costs

 

—
 

39,578
 

Deficit, end of year
 

62,618,394
 

42,833,088
 

 
The accompanying notes are an integral part of these financial statements.
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VIROCHEM PHARMA INC.
Balance sheets
as at December 31, 2008 and 2007

 

 
2008

 
2007

 
 

 
$

 
$

 

      
Assets

     

Current assets
     

Cash
 

447,145
 

240,273
 

Temporary investments
 

26,515,362
 

43,472,000
 

Accounts receivable (Note 3)
 

1,060,571
 

3,226,294
 

Prepaid expenses and other current assets
 

348,016
 

212,193
 

 

 

28,371,094
 

47,150,760
 

      
Property, plant and equipment (Note 4)

 

881,547
 

1,066,101
 

 

 

29,252,641
 

48,216,861
 

      
Liabilities

     

Current liabilities
     

Accounts payable and accrued liabilities
 

3,439,706
 

2,618,620
 

      
Commitments (Note 8)

     

      
Shareholders’ equity

     

Share capital (Note 5)
 

88,431,329
 

88,431,329
 

Deficit
 

(62,618,394) (42,833,088)
 

 

25,812,935
 

45,598,241
 

 

 

29,252,641
 

48,216,861
 

 
The accompanying notes are an integral part of these financial statements.
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VIROCHEM PHARMA INC.
Statements of cash flows
years ended December 31, 2008 and 2007
 

 

 
2008

 
2007

 
 

 
$

 
$

 



      
Operating activities

     

Net loss
 

(19,785,306) (16,431,352)
Adjustment for:

     

Amortization of property, plant and equipment
 

317,503
 

396,681
 

Changes in non-cash working capital items
     

Accounts receivable
 

2,165,723
 

1,803,442
 

Prepaid expenses and other current assets
 

(135,823) (50,976)
Accounts payable and accrued liabilities

 

821,086
 

140,178
 

 

 

(16,616,817) (14,142,027)
      
Investing activities

     

Purchase of property, plant and equipment
 

(132,949) (470,722)
Acquisition of temporary investments

 

(30,211,855) (105,198,212)
Disposal of temporary investments

 

47,168,493
 

90,031,502
 

 

 

16,823,689
 

(15,637,432)
      
Financing activities

     

Issuance of shares
 

—
 

30,031,480
 

Share issue costs
 

—
 

(39,578)
 

 

—
 

29,991,902
 

      
Net increase in cash

 

206,872
 

212,443
 

Cash, beginning of year
 

240,273
 

27,830
 

Cash, end of year
 

447,145
 

240,273
 

 
The accompanying notes are an integral part of these financial statements.
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VIROCHEM PHARMA INC.
Notes to the financial statements
years ended December 31, 2008 and 2007
 
1.                            Description of business
 

On September 29, 2003, the Company was incorporated under the Canada Business Corporations Act and commenced operations on April 8, 2004.
The Company is an antiviral drug research and development company.
 

2.                            Summary of significant accounting policies
 

As new financial instruments standards will be included in the proposed Canadian Generally Accepted Accounting Principles (“GAAP”) standards for
private enterprises presently under development by the Canadian Institute of Chartered Accountants (“CICA”), the CICA has decided that private
enterprises will not be required to apply the following Sections of the CICA Handbook: Section 1530 - - Comprehensive Income, Section 3855 -
Financial Instruments - Recognition and Measurement, Section 3862 - Financial Instruments - Disclosures, Section 3863 - - Financial Instruments -
Presentation and Section 3865 - Hedges, which would otherwise have applied to the financial statements of the Company for the year ended
December 31, 2008. The Company has elected to use this exemption and applies the requirements of Section 3860 - Financial
Instruments - Disclosure and Presentation and of Accounting Guideline 13 (AcG-13) - Hedging Relationships of the CICA Handbook.
 
These financial statements have been prepared in accordance with Canadian GAAP and include the following significant accounting policies:
 
Cash
 
Cash includes cash and short-term investments with maturities of three months or less from the acquisition date.
 
Temporary investments
 
Temporary investments are composed of debt and equity securities and are recorded at the lower of cost and fair value. The debt securities bear interest
ranging from 1.55% to 5.50% (3.45% to 6.04% at December 31, 2007), maturing in 2009 to 2014. Accrued interest on the debt securities is included in
the amount reported.
 
Property, plant and equipment
 
Property, plant and equipment are recorded at cost. Amortization is calculated on the basis of cost less residual value over the estimated useful lives of
the assets. The Company uses the declining balance method of amortization. The annual rates of amortization are as follows:
 

Furniture and fixtures
 

20%
Research and development equipment

 

30%
Computer equipment/software

 

50%
Leasehold improvements

 

33%
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VIROCHEM PHARMA INC.
Notes to the financial statements
years ended December 31, 2008 and 2007
 
2.                            Summary of significant accounting policies (continued)
 

Future income taxes
 
The Company follows the liability method of income tax allocation. Under this method, future income tax assets and liabilities are determined based
on differences between the financial reporting and tax bases of assets and liabilities and are measured using the enacted rates that will be in effect
when the differences are expected to reverse. Future tax assets are recognized to the extent it is more likely than not that they will be realized.
 
Research and development tax credits
 
Research and development tax credits are recorded in the statements of loss in the year that the related expenses are incurred. Any adjustments made
by the government are accounted for in the year that they are assessed. Research and development tax credits are recorded as a reduction of the related
expenditures.
 
Foreign currency translation
 
Monetary assets and liabilities denominated in foreign currencies are translated into Canadian dollars at the rates in effect at the balance sheet dates.
Other assets and liabilities are translated at the rates prevailing at the transaction dates. Translation gains and losses are reflected in net earnings.
 
Use of estimates
 
The preparation of the financial statements in conformity with Canadian generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates.
 
Future accounting changes
 
Capital disclosures
 
In December 2006, the CICA issued Section 1535, Capital Disclosures. This Section will be applicable to financial statements relating to fiscal years
beginning on or after August 1, 2008. Accordingly, the Company will adopt the new standards for its fiscal year beginning January 1, 2009.
Section 1535 requires the disclosure of information about externally imposed capital requirements. The Company is currently evaluating the impact of
the adoption of this new Section on its financial statements.
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VIROCHEM PHARMA INC.
Notes to the financial statements
years ended December 31, 2008 and 2007
 
2.                            Summary of significant accounting policies (continued)
 

Future accounting changes (continued)
 
Goodwill and intangible assets
 
In February 2008, the CICA issued Section 3064, Goodwill and intangible assets, replacing Section 3062, Goodwill and other intangible assets and
Section 3450, Research and development costs. Various changes have been made to other sections of the CICA Handbook for consistency purposes.
The new Section will be applicable to financial statements relating to fiscal years beginning on or after October 1, 2008. Accordingly, the Company
will adopt the new standards for its fiscal year beginning January 1, 2009. It establishes standards for the recognition, measurement, presentation and
disclosure of goodwill subsequent to its initial recognition and of intangible assets by profit-oriented enterprises. Standards concerning goodwill are
unchanged from the standards included in the previous Section 3062. The Company is currently evaluating the impact of the adoption of this new
Section on its financial statements.
 

3.                            Accounts receivable
 

  
2008

 
2007

 

  
$

 
$

 

      
Tax credits receivable

 

722,942
 

2,802,673
 

Sales tax credits receivable
 

238,432
 

326,581
 

Other
 

99,197
 

97,040
 

 

 

1,060,571
 

3,226,294
 

 
4.                            Property, plant and equipment

 
 

 
2008

 
 

   
Accumulated

 
Net book

 
 

 
Cost

 
amortization

 
value

 
 

$ $ $



        
Furniture and fixtures

 

85,489
 

38,678
 

46,811
 

Research and development equipment
 

2,001,391
 

1,284,290
 

717,101
 

Leasehold improvements
 

116,935
 

116,935
 

—
 

Computer equipment/software
 

451,932
 

334,297
 

117,635
 

 

 

2,655,747
 

1,774,200
 

881,547
 

 
 

 
2007

 
 

   
Accumulated

 
Net book

 
 

 
Cost

 
amortization

 
value

 
 

 
$

 
$

 
$

 

        
Furniture and fixtures

 

80,697
 

28,815
 

51,882
 

Research and development equipment
 

1,934,946
 

1,038,354
 

896,592
 

Leasehold improvements
 

116,935
 

116,935
 

—
 

Computer equipment/software
 

390,221
 

272,594
 

117,627
 

 

 

2,522,799
 

1,456,698
 

1,066,101
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VIROCHEM PHARMA INC.
Notes to the financial statements
years ended December 31, 2008 and 2007
 
5.                            Share capital
 

Authorized
Unlimited number of Class A shares, voting, participating, without par value. In the event of dissolution, winding up or liquidation, holders shall be
entitled to receive, prior to the event and before holders of Class C shares, all declared and unpaid dividends. Any amounts from shareholders
pursuant to indemnification provisions of the Asset Purchase Agreement being distributed to shareholders will be distributed proportionately to the
number of Class A shares.
 
725,000 Class B shares, voting, participating, without par value. In the event of dissolution, winding up or liquidation, holders shall be entitled to
receive, prior to the event and before holders of Class C shares, all declared unpaid dividends. Class A and B shares rank pari passu.
 
Unlimited number of Class C shares, voting, participating and without par value. These shares are considered restricted since the holders’ ability to
sell these shares is dependent upon the occurrence of an “Event of Liquidity” (See Note 7).
 

In the event of an Initial Public Offering, Class A and Class B shares shall be automatically converted into Class C shares. Class A and B shares rank
pari passu.
 

 

 
2008

 
2007

 
 

 
$

 
$

 

      
Issued

     

4,576,197 Class A shares
 

71,531,532
 

71,531,532
 

725,000 Class B shares
 

16,899,757
 

16,899,757
 

775,000 Class C shares
 

40
 

40
 

 

  

88,431,329
 

88,431,329
 

 
6.                          Income taxes
 

As at December 31, 2008, the Company has research and development expenditures carried forward for federal and provincial income tax purposes of
approximately $35,500,000 and $43,000,000, respectively, which can be used to reduce taxable income at any time in the future, and investment tax
credits of approximately $6,500,000, which can be applied against future federal income taxes payable, expiring at various dates to 2028.
 
In addition, as at December 31, 2008, the Company has losses carried forward available to reduce future taxable income, expiring at various dates as
follows:
 

  
Federal

 
Provincial

 

  
$

 
$

 

      
2014

 

1,800,000
 

1,800,000
 

2015
 

4,300,000
 

4,200,000
 

2026
 

4,300,000
 

4,100,000
 

2027
 

5,200,000
 

5,100,000
 

2028
 

8,200,000
 

8,000,000
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VIROCHEM PHARMA INC.
Notes to the financial statements
years ended December 31, 2008 and 2007



 
7.                            Stock-based compensation
 

In 2004, the Company established a stock-based compensation plan, in favor of employees, non-employee directors and consultants of the Company,
to purchase Class A shares of the share capital of the Company. The maximum number of Class A shares that may be issued under this plan may not
exceed 15% of the total number of shares of the share capital of the Company issued and outstanding. As of December 31, 2008, a total of 911,429
options were reserved for issuance and 579,750 (2007 - 584,750) options at exercise prices ranging between $10.00 and $23.05 were outstanding. As
at December 31, 2008, the aggregate grant date fair value of the total Class A share options outstanding amounted to approximately $4,410,800 (2007 -
$4,384,400).
 
Options are exercisable when both the service and performance conditions have been met: the employee earns the right to the options at a rate of 20%
over the next five years of service and an “Event of Liquidity” has occurred. The options have an original legal life of ten years after which the expiry
date is extended automatically by one year, every year until the occurrence of an “Event of Liquidity”.
 
The 775,000 restricted Class C shares of the share capital of the Company were issued for a nominal amount to two trusts (“Trust”) created to hold the
shares in favour of officers, Directors, employees and ex-employees of a shareholder. As at December 31, 2008, the Trust has granted 775,000 (2007 -
775,000) options to purchase Class C shares from the Trust for a nominal price which were still outstanding. These options can only be exercised
within the period starting 30 days prior to the occurrence of an “Event of Liquidity”. As at December 31, 2008, the aggregate grant date fair value of
the total restricted Class C shares outstanding amounted to approximately $7,750,000 (2007 - $7,750,000).
 
Options granted under the two plans are exercisable only upon the occurrence of an “Event of Liquidity”. An “Event of Liquidity” is defined as the
successful completion of an initial public offering of securities of the Company, a sale of all or substantially all of the assets of the Company (except
pursuant to a reorganization) or the sale or transfer of a number of voting shares of the Company representing more than 67% of the total number of
outstanding voting shares of the Company.
 
The occurrence of an “Event of Liquidity” is uncertain. As a result, the fair value that has been attributed to the restricted shares and Class A share
options at the grant dates will be recognized upon the occurrence of an “Event of Liquidity”. The grant date fair value of vested restricted shares and
options will be recorded at that point as an expense, while the grant date fair value of unvested Class A options will be amortized to income over the
remaining vesting period.
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VIROCHEM PHARMA INC.
Notes to the financial statements
years ended December 31, 2008 and 2007
 
7.                            Stock-based compensation (continued)
 

 

     
Restricted

 
 

 
Class A share options

 
shares

 
 

   
Weighted

   
 

   
average

   
 

 
Quantity

 
exercise price

 
Quantity

 

        
Outstanding - January 1, 2007

 

329,000
 

10.49
 

775,000
 

Granted
 

263,750
 

21.19
 

—
 

Forfeited
 

(8,000) 10.00
 

—
 

Outstanding - December 31, 2007
 

584,750
 

15.32
 

775,000
 

        
Granted

 

7,500
 

23.05
 

—
 

Forfeited
 

(12,500) 10.00
 

—
 

Outstanding - December 31, 2008
 

579,750
 

15.54
 

775,000
 

 
The fair value of Class A share options has been determined using an option pricing model and the following assumptions:
 

 

 
2008

 
2007

 

      
Risk-free interest rate (%)

 

2.66
 

4.22
 

Expected life (years)
 

3
 

3
 

Expected volatility (%)
 

75
 

65
 

Expected dividend rate (%)
 

—
 

—
 

      
Weighted average grant date fair value

 

$ 11.63
 

$ 9.80
 

 
The grant date fair value for restricted Class C shares is equal to the fair value of Class C shares at the grant date.
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VIROCHEM PHARMA INC.
Notes to the financial statements
years ended December 31, 2008 and 2007
 
8.                            Commitments



 
Lease commitments
 
In 2005, the Company concluded a lease agreement with Neurochem Inc., the lead tenant of the current premises used by the Company to conduct its
business. The lease agreement is for a period of three years ending April 8, 2008. On November 8, 2007, the Company concluded a three-year lease
extension with Neurochem Inc. ending April 8, 2011. The lease calls for total lease payments over the whole term of $3,168,361. This amount may
fluctuate due, in part, to the base rent portion of the lease payments, which will be adjusted annually to factor any increase in the Consumer Price
Index and also due to the fact that the portion of the lease payments to cover estimated operating expenses will also be reviewed annually and adjusted
for actual amounts.
 
The remaining minimum payments, payable over the forthcoming years, are as follows:
 

 

 

$
 

    
2009

 

969,993
 

2010
 

969,993
 

2011
 

261,359
 

 

 

2,201,345
 

 
9.                            Financial instruments
 

Fair value
 
The fair value of temporary investments totaled $26,004,420 ($40,274,190 as at December 31, 2007).
 
The fair value of cash, accounts receivable and accounts payable and accrued liabilities approximates their carrying values due to their short-term
maturity.
 
Foreign exchange risk
 
The Company is exposed to foreign exchange risk as a portion of its expenses is denominated in foreign currencies other than Canadian dollars.
 
The balance sheet includes $230,945 (2007 - $314,310) of accounts payable denominated in United States dollars.
 
Interest rate risk
 
The investments bear interest at fixed rates, however changes in interest rates impact the fair value of the investments.
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VIROCHEM PHARMA INC.
Notes to the financial statements
years ended December 31, 2008 and 2007
 
10.                     Subsequent event
 

On March 3, 2009, the Company announced it was to be acquired by Vertex Pharmaceuticals. Based on the terms of the transaction, shareholders of
the Company will receive U.S. $100 million in cash and 10.7 million shares of Vertex common stock, for a total transaction price of approximately
U.S. $400 million. Pursuant to the sale arrangement, the Board of Directors of the Company adopted a resolution accelerating the vesting of all
Class A share options outstanding. Consequently, the Company will recognize an expense of $12,160,800 in the statement of loss in 2009 for stock-
based compensation awards outstanding.

 
On March 12, 2009, in connection with the sale, the Board of Directors of the Company declared and paid a return of paid-up capital to the
shareholders of ViroChem in the amount of $20,735,000.

 
11.                     Summary of significant differences between generally accepted accounting principles in Canada and the United States of America
 

As a result of the sale of the Company (see Note 10), the Company is required to reconcile its financial statements for significant differences between
generally accepted accounting principles in Canada (Canadian GAAP) and those applied in the United States of America (U.S. GAAP). While the
information presented below is not a comprehensive summary of all differences between Canadian GAAP and U.S. GAAP, other differences are
considered unlikely to have a significant impact. The following summarizes the material differences between Canadian GAAP and U.S. GAAP and the
effect on net loss and shareholders’ equity of the Company with explanations for the adjustments.
 

 

 
2008

 
2007

 
 

 
$

 
$

 

      
Reconciliation of net loss

     

      
Net loss - Canadian GAAP and U.S. GAAP

 

19,785,306
 

16,431,352
 

Other comprehensive (loss) income (i)
 

(193,890) 53,430
 

Comprehensive loss - U.S. GAAP
 

19,591,416
 

16,484,782
 

 
 

 
2008

 
2007

 
 

 
$

 
$

 

      



Reconciliation of shareholders’ equity
     

      
Shareholders’ equity - Canadian GAAP

 

25,812,935
 

45,598,241
 

Adjustment for:
     

Unrealized gain on available-for-sale investments (i)
 

183,440
 

377,330
 

Shareholders’ equity - U.S. GAAP
 

25,996,375
 

45,975,571
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VIROCHEM PHARMA INC.
Notes to the financial statements
years ended December 31, 2008 and 2007
 
11.                     Summary of significant differences between generally accepted accounting principles in Canada and the United States of America (continued)
 

Reconciling items
 
(i)                 Financial instruments
 

As permitted under Canadian GAAP, the Company has elected to use the exemption available to private enterprises and has not applied the
following Sections of the CICA Handbook: 1530, 3855, 3862, 3863 and 3865, which would otherwise have applied to the financial statements of
the Company for the year ended December 31, 2008. As no exemption is available under U.S. GAAP the Company would apply Financial
Accounting Standard (“SFAS”) No. 115. This Statement addresses the accounting and reporting for investments in equity securities that have
readily determinable fair values and for all investments in debt securities. In accordance with this Standard the Company would have classified
its investments in debt and equity securities as available-for-sale, they would be reported at fair value, with unrealized gains and losses excluded
from earnings and reported in a separate component of shareholders’ equity. The adjustment above represents the unrealized (loss) gain on the
investments to be recorded in comprehensive loss and shareholders’ equity.
 

(ii)             Investment tax credits
 

As permitted under Canadian GAAP, the Company records research and development tax credits, whether refundable or non-refundable, as a
reduction of the related expenditures. Under U.S. GAAP, non refundable tax credits are classified as a reduction of income tax expense. For U.S.
GAAP purposes, income tax expense would be reduced by $855,440 for the year ended December 31, 2008 (nil for the year ended December 31,
2007), with the corresponding increase to research and development expenses for the year then ended. The impact to net loss is nil.
 

(iii)         Share issue costs
 

As permitted under Canadian GAAP, the Company’s share issue costs are charged to deficit. For U.S. GAAP purposes, share issue costs are
recorded as a reduction of the proceeds raised from the issuance of capital stock. Share issue costs totaled $39,578 for the year ended
December 31, 2007, nil for 2008. Since its inception, the Company has incurred a total of $957,323 of share issue costs.
 

Future accounting change
 

In September 2006, the FASB issued Statement No. 157, Fair Value Measurements (“FAS 157”), which establishes a framework for measuring
fair value in United States GAAP and expands disclosures about fair value measurements. FAS 157 came into effect as of January 1, 2008,
except for certain non-financial assets, such as capital assets and goodwill, and non-financial liabilities, in which case it is applicable for fiscal
years beginning after November 15, 2008. We currently are evaluating the effect of adopting the remaining provisions of this new standard.
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Exhibit 99.2
 

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
 

The following unaudited pro forma condensed combined financial statements give effect to the acquisition by Vertex Pharmaceuticals Incorporated
(the “Company”) of ViroChem Pharma Inc. (“ViroChem”).   The Company acquired ViroChem on March 12, 2009 for an aggregate purchase price of
$100 million in cash and 10,733,527 shares of the Company’s common stock.

 
The transaction will be accounted for under the acquisition method of accounting in accordance with Financial Accounting Standards Board (“FASB”)

Statement No. 141(revised 2007), “Business Combinations” (“SFAS 141(R)”). The consideration transferred by the Company to acquire ViroChem will be
allocated to the assets acquired and liabilities assumed based upon their estimated fair values as of the date of completion of the acquisition. This allocation is
dependent upon certain valuations and other studies that have not progressed to a stage where sufficient information is available to make a definitive
allocation. Accordingly, the purchase price allocation adjustments reflected in the following unaudited pro forma condensed combined financial statements
and set forth in Note 2 are preliminary and have been made solely for the purpose of preparing these statements.

 
The unaudited pro forma condensed combined balance sheet combines the historical balance sheets of the Company and ViroChem, giving effect to the

acquisition as if it had occurred on December 31, 2008.  The unaudited pro forma condensed combined statements of operations combine the historical
statements of operations of the Company and ViroChem, giving effect to the acquisition, as if it had occurred on January 1, 2008. The historical combined
financial information has been adjusted to give effect to pro forma adjustments that are (i) directly attributable to the acquisition, (ii) expected to have a
continuing impact on the Company, and (iii) factually supportable.

 
On February 24, 2009, the Company completed an offering of its common stock raising net proceeds of $313.3 million and issued 10,000,000 shares of

the Company’s common stock.  The following pro forma historical combined financial information excludes the effects of this equity offering.
 
These pro forma condensed combined financial statements should be read in conjunction with the:
 
·                  separate historical audited consolidated financial statements of Vertex as of and for the year ended December 31, 2008 included in Vertex’s annual

report on Form 10-K for the year ended December 31, 2008;
 
·                  historical audited financial statements of ViroChem as of and for the year ended December 31, 2008 included as Exhibit 99.1 to this Form 8-K/A.
 
The unaudited pro forma condensed combined financial information is presented for informational purposes only. The pro forma information is not

necessarily indicative of what the financial position or results of operations actually would have been had the acquisition been completed at the dates
indicated. In addition, the unaudited pro forma condensed combined financial information does not purport to project the future financial position or operating
results of the combined company after completion of the acquisition.   The unaudited pro forma condensed combined statement of operations does not reflect
the realization of any potential cost savings or any related restructuring costs.

 

 
Vertex Pharmaceuticals Incorporated and ViroChem Pharma Inc.

Unaudited Pro Forma Condensed Combined Balance Sheet
As of December 31, 2008

 

  

Vertex
Historical

U.S. GAAP
 

ViroChem
Historical

U.S. GAAP
 

Acquisition
Pro Forma

Adjustments
 

Total Pro
Forma

Acquisition
 

  
(in thousands, in USD)

 

Assets
         

Cash and cash equivalents
 

$ 389,115
 

$ 366
 

$ (100,000)(a) $ 289,481
 

Marketable securities, available for sale
 

442,986
 

21,847
 

(20,735)(a) 444,098
 

Accounts receivable
 

23,489
 

868
 

—
 

24,357
 

Prepaid expenses and other current assets
 

11,991
 

285
 

—
 

12,276
 

Total current assets
 

867,581
 

23,366
 

(120,735) 770,212
 

Property and equipment, net
 

68,331
 

722
 

—
 

69,053
 

Restricted cash
 

30,258
 

—
 

—
 

30,258
 

Intangible assets
 

—
 

—
 

525,900(b) 525,900
 

Goodwill
 

—
 

—
 

26,622(b) 26,622
 

Other non-current assets
 

14,309
 

—
 

—
 

14,309
 

Total assets
 

$ 980,479
 

$ 24,088
 

$ 431,787
 

$ 1,436,354
 

          
Liabilities and Stockholders’ Equity

         

Accounts payable
 

$ 51,760
 

$ 1,755
 

$ —
 

$ 53,515
 

Accrued expenses and other current liabilities
 

94,203
 

1,060
 

5,732(e) 100,995
 

Accrued interest
 

5,349
 

—
 

—
 

5,349
 

Deferred revenues, current portion
 

37,678
 

—
 

—
 

37,678
 

Accrued restructuring expense, current portion
 

6,319
 

—
 

—
 

6,319
 

Other obligations
 

21,255
 

—
 

—
 

21,255
 

Total current liabilities
 

216,564
 

2,815
 

5,732
 

225,111
 

Deferred tax liability
 

—
 

—
 

162,503(b) 162,503
 

Accrued restructuring, excluding current portion
 

27,745
 

—
 

—
 

27,745
 

Convertible notes (due 2013)
 

287,500
 

—
 

—
 

287,500
 

Deferred revenues, excluding current portion
 

209,796
 

—
 

—
 

209,796
 

Total liabilities
 

741,605
 

2,815
 

168,235
 

912,655
 

Stockholders’ equity:
         

Share capital
 

—
 

71,580
 

(71,580)(c) —
 

Preferred stock
 

—
 

—
 

—
 

—
 



Common stock 1,494 — 107(d) 1,601
Additional paid-in capital

 

2,281,817
 

—
 

290,450(d) 2,572,267
 

Accumulated other comprehensive income
 

3,168
 

150
 

(150)(c) 3,168
 

Accumulated deficit
 

(2,047,605) (50,457) 44,725(c)(e) (2,053,337)
Total stockholders’ equity

 

238,874
 

21,273
 

263,552
 

523,699
 

Total liabilities and stockholders’ equity
 

$ 980,479
 

$ 24,088
 

$ 431,787
 

$ 1,436,354
 

 

 
Vertex Pharmaceuticals Incorporated and ViroChem Pharma Inc.

 
Unaudited Pro Forma Condensed Combined Statement of Operations

For the year ended December 31, 2008
 

  

Vertex
Historical US

GAAP
 

ViroChem
Historical
US GAAP 

 

Acquisition
Pro Forma

Adjustments
 

Total Pro
Forma

Acquisition
 

  
(in thousands, in USD)

 

Revenues:
         

Royalty revenues
 

$ 37,483
 

$ —
 

$ —
 

$ 37,483
 

Collaborative and other research and development revenues
 

138,021
 

—
 

—
 

138,021
 

          
Total revenues

 

175,504
 

—
 

—
 

175,504
 

          
Costs and expenses:

         

          
Royalty expenses

 

15,686
 

—
 

—
 

15,686
 

          
Research and development expenses

 

516,292
 

17,480
 

—
 

533,772
 

          
Sales, general and administrative expenses

 

101,910
 

2,405
 

—
 

104,315
 

          
Restructuring expense

 

4,324
 

—
 

—
 

4,324
 

          
Total costs and expenses

 

638,212
 

19,885
 

—
 

658,097
 

          
Loss from operations

 

(462,708) (19,885) —
 

(482,593)
          

Interest and financial income
 

16,328
 

1,205
 

(3,717)(f) 13,816
 

          
Interest expense

 

(13,471) —
 

—
 

(13,471)
Net loss

 

$ (459,851) $ (18,680) $ (3,717) $ (482,248)
Basic and diluted loss per common share

 

$ (3.27)
    

$ (3.19)
Basis and diluted weighted-average number of common shares outstanding

 

140,556
   

10,734
 

151,290
 

 

 
Notes to Unaudited Pro Forma Condensed Combined Financial Statements
 
1.                                      Description of the transaction and basis of presentation
 

On March 12, 2009, Vertex Pharmaceuticals Incorporated (the “Company” or “Vertex”) completed the acquisition of ViroChem Pharma Inc.
(“ViroChem”), a privately-held Canadian corporation. The acquisition was structured as a share purchase transaction, pursuant to the terms of a Share
Purchase Agreement, dated March 3, 2009, by and among Vertex Pharmaceuticals (Canada) Incorporated (a wholly-owned subsidiary of Vertex), ViroChem,
the shareholders of ViroChem, and a representative of certain of the securityholders of ViroChem. The Company purchased all of the issued and outstanding
securities of ViroChem, including any shares subject to outstanding options to acquire such shares, from the former shareholders of ViroChem and paid an
aggregate purchase price of $100 million in cash and 10,733,527 shares of the Company’s common stock.

 
The transaction will be accounted for under the acquisition method of accounting in accordance with Financial Accounting Standards Board (“FASB”)

Statement No.141(revised 2007), “Business Combinations” (“SFAS 141(R)”). Under SFAS 141(R), all of the assets acquired and liabilities assumed in the
transaction are recognized at their acquisition-date fair values, while transaction costs and restructuring costs associated with the transaction are expensed as
incurred.

 
The historical financial information for ViroChem has been prepared in accordance with U.S. generally accepted accounting principles. Certain amounts

in the accompanying historical financial statements of ViroChem have been reclassified to conform with the Vertex presentation.  The reclassifications had no
effect on the reported net loss.

 
The pro forma condensed combined financial statements are denominated in U.S. dollars. The historical balance sheet of ViroChem has been translated at the
December 31, 2008 exchange rate of 1.222 Canadian dollars per U.S dollar.  The historical statement of operations of ViroChem has been translated at the
average 2008 exchange rate of 1.0592 Canadian dollars per U.S dollar.
 
2.                                      Purchase price
 

  

(in thousands, except
share and per share

 



amounts)
Number of shares of Vertex common stock issued

 

10,733,527
   

Multiplied by price per share of Vertex common stock
 

$ 27.07
 

$ 290,557
 

Cash portion of consideration
   

$ 100,000
 

Purchase price
   

$ 390,557
 

 
For the purpose of this pro forma analysis, the above purchase price has been allocated based on an estimate of the fair value of net assets acquired.
 

Preliminary Purchase Price Allocation
 

(in thousands)
 

Book value of net assets acquired as of December 31, 2008*
 

$ 538
 

Intangible assets
 

525,900
 

Goodwill
 

26,622
 

Deferred tax liability
 

(162,503)
Purchase price

 

$ 390,557
 

 

*     In connection with the acquisition, the Board of Directors of ViroChem declared and paid prior to the closing, a return of paid-up capital to the
shareholders of ViroChem in the amount of $20,735,000.  This amount reflects the distribution of that return of paid-up capital.

 
The intangible assets identified in the preliminary purchase price allocation represent acquired in-process research and development assets.  Under the
acquisition method of SFAS 141(R), these assets are recorded at their fair value and accounted for as indefinite-lived intangible assets.  The Company will
periodically evaluate these in-process research and development assets.  If a project is completed, the carrying value of the related intangible asset would be
amortized over the remaining estimated life of the asset beginning in the period in which the project is completed.  If a project becomes impaired or is
abandoned, the carrying value of the related intangible asset would be written down to its fair value and an impairment charge would be taken in the period in
which the impairment occurs.  These intangible assets will be tested for impairment on an annual basis, or earlier if impairment indicators are present.  The
accompanying condensed combined statement of operations includes no adjustments for impairment or amortization associated with these assets.
 

 
3.                                      Pro forma adjustments
 
Adjustments included in the column under the heading “Acquisition Pro Forma Adjustments” primarily relate to the following:
 

(a)          To record the following cash, cash equivalents and marketable securities adjustments:
 

  
(in thousands)

 

Cash portion of purchase price
 

$ 100,000
 

Amounts retained by seller *
 

$ 20,735
 

 

*                 In connection with the acquisition, the Board of Directors of ViroChem declared and paid prior to the closing, a return of paid-up capital to the
shareholders of ViroChem in the amount of $20,735,000.

 
(b)   To record purchased intangible assets, goodwill and the deferred tax liability related to the intangible assets purchased:
 

  
(in thousands)

 

Intangible assets
 

$ 525,900
 

Goodwill
 

$ 26,622
 

Deferred tax liability
 

$ 162,503
 

 
The deferred tax liability is related to the acquired intangible assets and based on a statutory tax rate of 30.9%
 
(c)          To eliminate ViroChem’s historical shareholders’ equity
 
(d)         To record Vertex shares issued as part of the consideration transferred
 
(e)          Vertex incurred $5.732 million in acquisition-related transaction expenses.
 
(f)            To give effect to the acquisition occurring on January 1, 2008, these adjustments eliminated all of ViroChem’s interest income earned during 2008

and the interest income Vertex earned, based upon the average 2008 interest rate, on the $100 million cash portion of the purchase price during 2008.
 


