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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. 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," "plans," "projects,” "will," "would," and similar expressions are intended to
identify forward-looking statements, although not all forward- looking statements contain these identifying words. We may not actually achieve
the plans, intentions or expectations disclosed in our forward-looking statements and you should not place undue reliance on our
forward-looking statements. Actual results or events could differ materially from the plans, intentions and expectations disclosed in the
forward-looking statements we make. We have included important factors in the cautionary statements included in this report and in the "Risk
Factors" section in our Annual Report on Form 10-K for the year ended December 31, 2007, and our Quarterly Reports on Form 10-Q for the
quarters ended March 31, 2008 and June 30, 2008, 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. We do not assume any obligation to update any forward-looking

"o "o

statements.
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PART I

Financial Statements

ACORDA THERAPEUTICS, INC. AND SUBSIDIARY

Consolidated Balance Sheets

Assets
Current assets:

Cash and cash equivalents

Restricted cash

Short-term investments

Trade accounts receivable, net

Prepaid expenses

Finished goods inventory held by the Company
Finished goods inventory held by others

Other current assets

Total current assets
Property and equipment, net of accumulated depreciation
Intangible assets, net of accumulated amortization
Other assets

Total assets

September 30,
2008

(unaudited)

$ 79,785,248
295,628
183,459,536
4,016,551
2,423,114
5,163,222
2,290,629
975,810

278,409,738
1,868,815
17,155,048
544,959

$ 297,978,560

December 31,
2007

$ 16,810,415
288,194
78,310,241
4,265,581
2,341,585
5,849,929
1,874,405
1,293,496

111,033,846
1,651,739
13,943,888
676,993

$ 127,306,466

Liabilities and Stockholders' Equity
Current liabilities:

Accounts payable $ 12249900 $ 6,675,894
Accrued expenses and other current liabilities 11,501,324 8,777,645
Deferred product revenue Zanaflex tablets 7,771,672 7,913,776
Deferred product revenue Zanaflex Capsules 15,603,391 13,923,781
Current portion of notes payable 187,645
Current portion of revenue interest liability 1,337,993 1,785,018
Total current liabilities 48,464,280 39,263,759
Put/call liability 412,500 462,500
Non current portion of revenue interest liability 17,902,938 17,444,324
Long-term convertible notes payable 6,854,471 6,703,235

Commitments and contingencies

Stockholders' equity:

Common stock, $0.001 par value. Authorized 80,000,000 shares at

September 30, 2008 and December 31, 2007; issued and

outstanding 37,512,934 and 28,574,678 shares as of September 30,

2008 and December 31, 2007, respectively 37,512 28,575

Additional paid-in capital 547,600,149 333,144,051
Accumulated deficit (324,144,865)  (270,035,770)
Other comprehensive income 851,575 295,792
Total stockholders' equity 224,344,371 63,432,648

Total liabilities and stockholders' equity $ 297,978,560 $ 127,306,466

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

Consolidated Statements of Operations

Gross sales Zanaflex
Less: discounts and allowances

Net sales
Grant revenue

Total net revenue
Less: cost of sales

Gross profit

Operating expenses:
Research and development
Sales and marketing
General and administrative

Total operating expenses

Operating loss
Other income (expense):
Interest and amortization of debt
discount expense
Interest income
Other income

Total other income (expense)
Net loss

Net loss per share basic and diluted

Weighted average common shares

outstanding used in computing net loss

per share basic and diluted

(unaudited)
Three-month Three-month Nine-month Nine-month
period ended period ended period ended period ended
September 30, September 30, September 30, September 30,
2008 2007 2008 2007
$ 13,666,496 $ 11,506,696 $ 39,441,848 $ 30,810,390
(1,224,065) (1,067,668) (4,153,070) (2,576,340)
12,442,431 10,439,028 35,288,778 28,234,050
23,097 20,277 76,022 36,464
12,465,528 10,459,305 35,364,800 28,270,514
(2,700,772) (2,181,565) (8,516,743) (5,746,485)
9,764,756 8,227,740 26,848,057 22,524,029
8,650,305 5,602,828 25,758,150 12,854,260
14,419,938 7,917,861 36,349,099 22,005,596
5,948,193 3,720,222 17,391,817 12,550,151
29,018,436 17,240,911 79,499,066 47,410,007
(19,253,680) (8,963,171) (52,651,009) (24,885,978)
(873,838) (1,008,244) (5,002,014) (2,208,650)
1,239,144 1,440,559 3,505,296 2,804,679
32,612 (1,584) 38,630 45,057
397,918 430,731 (1,458,088) 641,086
(18,855,762) (8,832,440) (54,109,097) (24,244,892)
$ 0.53) % 0.300 $ (1.65) $ (0.95)
35,265,445 28,209,406 32,723,694 25,467,580

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

Consolidated Statements of Cash Flows

(unaudited)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating
activities:
Acquired in-process research and development
Share-based compensation expense
Amortization of net premiums and discounts on short-term
investments
Amortization of revenue interest issuance cost
Depreciation and amortization expense
(Gain) Loss on put/call liability
(Gain) Loss on disposal of property and equipment
Changes in assets and liabilities:
Decrease in accounts receivable
Decrease (increase) in prepaid expenses and other current
assets
Decrease (increase) in inventory held by the Company
Increase in inventory held by others
Decrease (increase) in other assets
Increase in accounts payable, accrued expenses, other current
liabilities
Decrease in deferred product revenue tablets
Increase in deferred product revenue Capsules
Restricted cash

Net cash used in operating activities
Cash flows from investing activities:
Purchases of property and equipment
Purchases of intangible assets
Purchases of short-term investments
Proceeds from maturities of short-term investments

Net cash used in investing activities
Cash flows from financing activities:
Proceeds from issuance of common stock and option exercises
Proceeds from sale of revenue interest
Repayments of revenue interest liability
Repayments of notes payable

Net cash provided by financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental disclosure:
Cash paid for interest

Non-cash activities:
Accrued Inventory

Nine-month
period ended
September 30,
2008

$ (54,109,097)
2,686,000
7,096,851

(2,431,768)
82,464
2,509,431
(50,000)
249,030
236,157
2,786,920
(416,224)
49,570
7,620,667
(142,104)

1,679,610
(7,434)

(32,159,927)
(737,092)
(5,000,000)

(229,461,739)
127,300,000

(107,898,831)
204,682,184

(1,460,948)
(187,645)

203,033,591

62,974,830
16,810,415

$ 79,785,248

3,379,794

2,100,213

Nine-month
period ended
September 30,
2007

$ (24,244,893)

5,927,181

(1,916,724)
56,835
1,464,063
12,500

(23,750)

582,618

(1,107,715)
(774,385)
(182,474)

(3,459)

5,313,849
(1,260,360)

391,723
(10,290)

(15,775,281)
(1,114,433)
(10,000,000)

(106,521,591)
59,800,000

(57,836,024)
74,254,130
5,000,000

(2,549,244)

(768,217)
76,136,669

2,525,365
18,100,908

$ 20,626,272

1,898,504
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See accompanying Unaudited Notes to Consolidated Financial Statements
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements

(unaudited)
(1) Organization and Business Activities

Acorda Therapeutics, Inc. ("Acorda" or the "Company") is a commercial stage biopharmaceutical company dedicated to the identification,
development and commercialization of novel therapies that improve neurological function in people with multiple sclerosis (MS), spinal cord
injury and other disorders of the central nervous system (CNS).

The management of the Company 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 condensed 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, 2007 included in the Company's Annual Report on Form 10-K for such
year, as filed with the Securities and Exchange Commission (the "SEC").

The Company completed a follow-on public offering in July 2007. As part of that offering, 4,189,460 shares of the Company's common
stock were sold, resulting in proceeds of approximately $72.2 million, net of issuance costs.

The Company completed a follow-on public offering in February 2008. As part of that offering, 3,712,000 shares of the Company's
common stock were sold, resulting in proceeds of approximately $74.6 million, net of issuance costs.

The Company completed a follow-on public offering in August 2008. As part of that offering, 4,600,000 shares of the Company's common
stock were sold, resulting in proceeds of approximately $126.6 million, net of issuance costs.

In February 2008, the Company acquired certain assets from Neurorecovery, Inc. (NRI). These assets will enable Acorda to explore
additional therapeutic indications for its investigational compound Fampridine-SR, as well as provide access to pre-clinical compounds that may
have utility in nervous system disorders. Under the terms of the purchase agreement, Acorda was assigned two key licensing and research
agreements relating to the use of aminopyridines in peripheral neuropathies and two early stage development candidates. Acorda also acquired
NRI's pre-clinical and clinical data, regulatory filings (including Orphan Drug designations), copyrights, trademarks and domain names relating
to the three products. Acorda issued 100,000 shares of its Common Stock as the purchase price for these assets. The transaction was accounted
for as an acquisition of in-process research and development assets and, as such, resulted in a non-cash expense in the first quarter of 2008 of
approximately $2.7 million.

The Company finances its operations through a combination of issuance of equity securities, revenues from Zanaflex Capsules and tablets,
loans and, to a lesser extent, grants. There are no assurances that the Company will be successful in obtaining an adequate level of financing
needed to fund its development and commercialization efforts. The Company believes that its current financial resources and sources of liquidity
will be sufficient to fund operations and meet financial obligations into the fourth quarter of 2010 based on the Company's current projected
revenue and spending levels.

10
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (Continued)
(unaudited)

(1) Organization and Business Activities (Continued)

To the extent the Company's capital resources are insufficient to meet future operating requirements, the Company will need to raise additional
capital, reduce planned expenditures, or incur indebtedness to fund its operations. The Company may be unable to obtain additional debt or
equity financing on acceptable terms, if at all. If adequate funds are not available, the Company may be required to curtail its sales and
marketing efforts, delay, reduce the scope of or eliminate some of its research and development programs or obtain funds through arrangements
with collaborative partners or others that may require us to relinquish rights to certain product candidates that it might otherwise seek to develop
or commercialize independently.

(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 subsidiary. All intercompany accounts
and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of the consolidated financial statements requires management of the Company to make a number of estimates and
assumptions relating to the reported amount of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenues and expenses during the period. Significant items subject to such
estimates and assumptions include research and development (clinical trial accrual) and share-based compensation accounting, which are largely
dependent on the fair value of the Company's equity security. In addition, the Company recognizes revenue based on estimated prescriptions
filled. The Company adjusts its inventory value based on an estimate of inventory that may be returned. Actual results could differ from those
estimates.

Revenue Recognition

The Company applies the revenue recognition guidance in Statement of Financial Accounting Standards (SFAS) No. 48, Revenue
Recognition When the Right of Return Exists, 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.
Zanaflex Capsules has limited historical return data. Due to the uncertainty of returns for both products, the Company is accounting 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 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 was itself in the form of estimates, and reflect other limitations. The Company's

11
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (Continued)
(unaudited)

(2) Summary of Significant Accounting Policies (Continued)

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 recognized upon shipment to the customer when it believes it has
sufficient data to develop reasonable estimates of expected returns based upon historical returns.

The Company's net revenues represent total revenues less allowances for customer credits, including estimated discounts, rebates, and
chargebacks. Product shipping and handling costs are included in cost of sales. These reserves are recorded in accordance with Emerging Issues

Task Force (EITF) Issue No. 01-9, Accounting for Consideration Given by a Vendor to a Customer, which states that cash consideration given
by a vendor to a customer 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 income statement. At the time product is shipped to wholesalers, an
adjustment is recorded for estimated chargebacks, rebates, and discounts. These reserves 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 reserves. Reserves for chargebacks,
rebates and discounts are established based on the contractual terms with customers, analysis of historical levels of discounts, chargebacks and
rebates, 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 an estimated rate of the Company's expected returns.

Concentration of Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of investments in cash and
cash equivalents, restricted cash, accounts receivable and debt securities. The Company maintains cash and cash equivalents, restricted cash and
debt securities with approved financial institutions. The Company is exposed to credit risks in the event of default by the financial institutions or
issuers of investments in excess of FDIC insured limits. The Company performs periodic evaluations of the relative credit standing of these
financial institutions and limits the amount of credit exposure with any institution.

Earnings per Share

Net loss per share is computed in accordance with SFAS No. 128, Earnings Per Share, by dividing the net loss by the weighted average
number of shares of common stock outstanding. The Company has stock options and restricted stock (see Note 3), which have not been used in
the calculation of diluted net loss per share because to do so would be anti-dilutive. As such, the numerator and the denominator used in
computing both basic and diluted net loss per share for each year are equal.

12
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (Continued)
(unaudited)
(2) Summary of Significant Accounting Policies (Continued)
Segment Information

The Company is managed and operated as one business. 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 product candidates. Accordingly, the
Company does not prepare discrete financial information with respect to separate product candidates or by location and does not have separately

reportable segments as defined by SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information.

Recent Accounting Pronouncements

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities, which permits an
entity to measure certain financial assets and financial liabilities at fair value on an instrument by instrument basis. Under SFAS 159, entities
that elect the fair value option will report unrealized gains and losses in earnings at each subsequent reporting date. For the Company, SFAS 159
is effective as of January 1, 2008, but we did not elect to measure any additional financial instruments at fair value as a result of this statement.
Therefore, the adoption of SFAS 159 did not have a material impact on our consolidated financial statements.

In June 2007, the Emerging Issues Task Force (EITF) issued EITF Issue No. 07-3, Accounting for Nonrefundable Advance Payments for
Goods or Services to be Used in Future Research and Development Activities. EITF Issue No. 07-3 provides guidance concerning the
accounting for non-refundable advance payments for goods and services that will be used in future R&D activities and requires that they be
expensed when the research and development activity has been performed and not at the time of payment. The Company adopted EITF No. 07-3
as of January 1, 2008. The adoption has not had an impact on our consolidated financial statements.

In December 2007, the FASB issued SFAS No. 141R, Business Combinations. This statement is effective for fiscal years beginning on or
after December 15, 2008, with early adoption prohibited, and generally applies to business acquisitions completed after December 31, 2008.
Among other things, the new standard requires that all acquisition-related costs be expensed as incurred, that acquired in-process research and
development be recorded at fair value as an indefinite-lived asset at the acquisition date and that all restructuring costs related to acquired
operations be expensed as incurred. This new standard also addresses the current and subsequent accounting for assets and liabilities arising
from contingencies acquired or assumed and, for acquisitions both prior and subsequent to December 31, 2008, requires the acquirer to
recognize changes in the amount of its deferred tax benefits that are recognizable because of a business combination either in income from
continuing operations in the period of the combination or directly in contributed capital, depending on the circumstances. The Company does not
expect the adoption of SFAS No. 141R to have a material impact on the its financial statements.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements. SFAS No. 160 will
change the accounting for minority interests, which will be recharacterized as noncontrolling interests and classified by the parent company as a
component of equity. This statement is effective for fiscal years beginning on or after December 15, 2008, with early adoption prohibited. Upon
adoption, SFAS No. 160 requires retroactive adoption of the presentation and disclosure requirements for existing minority interests and
prospective adoption for all other

13



Edgar Filing: ACORDA THERAPEUTICS INC - Form 10-Q

ACORDA THERAPEUTICS, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (Continued)
(unaudited)

(2) Summary of Significant Accounting Policies (Continued)

requirements. The Company does not expect the adoption of SFAS No. 160 to have a material impact on the its financial statements.

In April 2008, the FASB issued Final FASB Staff Position (FSP), FAS 142-3, Determination of the Useful Life of Intangible Assets, which
amends the factors that should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized
intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets. This FSP shall be effective for financial statements issued for fiscal
years beginning after December 15, 2008, and interim periods within those fiscal years. Early adoption is prohibited. The Company will
ascertain its impact, if any, during the three-month period ending March 31, 2009.

In October 2008, the FASB issued FASB Staff Position (FSP), FAS 157-3, Determining the Fair Value of a Financial Asset When the

Market for That Asset Is Not Active, which clarifies the application of FASB SFAS No. 157, Fair Value Measurements, in a market that is not
active and illustrates key considerations in determining the fair value of a financial asset when the market for that financial asset is not active.
This FSP does not currently have an impact on our financial statements.

(3) Share-based Compensation

The Company accounts for share-based compensation, including options and restricted stock, according to the provisions of SFAS

No. 123R, Share Based Payment. During the three-month periods ended September 30, 2008 and 2007, the Company recognized share-based
compensation expense of $2.7 million and $1.9 million, respectively. During the nine-month periods ended September 30, 2008 and 2007, the
Company recognized share-based compensation expense of $7.1 million and $5.9 million, respectively. Activity in options and restricted stock
during the nine-month period ended September 30, 2008 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 September 30, 2008 and 2007 amounted to
approximately $18.30 and $12.47, respectively. The weighted average fair value per share of options granted to employees for the nine-month
periods ended September 30, 2008 and 2007 amounted to approximately $20.91 and $13.00, respectively.

10
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statements (Continued)

(unaudited)

(3) Share-based Compensation (Continued)

A summary of share-based compensation activity for the nine-month period ended September 30, 2008 is presented below:

Stock Option Activity
Weighted
Number of Average
Shares Exercise Price
Balance at January 1, 2008 2,999,513 $ 10.18
Granted 799,838 21.59
Forfeited (115,882) 16.21
Exercised (486,011) 7.17
Balance at September 30, 2008 3,197,458 $ 13.27
Vested and expected to vest at
September 30, 2008 3,102,976 $ 13.08
Vested and exercisable at
September 30, 2008 1,597,086 $ 8.88

Restricted Stock Activity

Restricted Stock

Nonvested at January 1, 2008
Granted

Vested

Forfeited

Nonvested at September 30, 2008

Weighted
Average
Remaining
Contractual Intrinsic
Term Value

7.6 $34,600,488

7.6 $34,100,802

6.6  $23,923,706

Number of
Shares
39,722
200,000
(40,245)
(11,673)

187,804

As of September 30, 2008, there was $19.7 million of total unrecognized compensation costs related to unvested options and restricted
stock awards that the Company expects to recognize over a weighted average period of approximately 2.4 years.

(4) Income Taxes

In July 2006, the FASB issued FASB Interpretation No. 48 (FIN 48), Accounting for Uncertainty in Income Taxes, an interpretation of
FASB Statement No. 109, Accounting for Income Taxes. In addition, in May 2007, the FASB issued FASB Staff Position FIN 48-1 which
provided guidance on how an enterprise should determine whether a tax position is effectively settled for the purpose of recognizing previously
unrecognized tax benefits. The Interpretation and Staff Position established criteria for recognizing and measuring the financial statement tax
effects of positions taken on a company's tax returns. A two-step process is prescribed whereby the threshold for recognition is a more
likely-than-not test that the tax position will be sustained upon examination and the tax position is measured at the largest amount of benefit that
is greater than 50 percent likely of being realized upon ultimate settlement. The Company adopted FIN 48 as of January 1, 2007. The adoption

of this

11
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (Continued)
(unaudited)

(4) Income Taxes (Continued)

Interpretation had no impact on the Company's results of operations or financial position. The Company has no reserves for uncertain tax
positions.

The Company had available net operating loss carry-forwards ("NOL") of approximately $244.6 million and $179.9 million as of
September 30, 2008 and December 31, 2007, respectively, for federal and state income tax purposes, which are available to offset future federal
and state taxable income, if any, and expire between 2010 and 2026. The Company also has research and development tax credit carryforwards
of approximately $1.5 million and $1.4 million as of September 30, 2008 and December 31, 2007, respectively, for federal income tax reporting
purposes that are available to reduce federal income taxes, if any, and expire in future years beginning in 2018.

At September 30, 2008 and December 31, 2007, the Company had a deferred tax asset of $112.8 million and $97.8 million, respectively,
offset by a full valuation allowance. Since inception, the Company has incurred substantial losses and expects to incur substantial losses in
future periods. The Tax Reform Act of 1986 (the "Act") provides for a limitation of the annual use of NOL and research and development tax
credit carryforwards (following certain ownership changes, as defined by the Act) that could significantly limit the Company's ability to utilize
these carryforwards. The Company has experienced various ownership changes, as a result of past financings and its initial public offering in
February 2006, private placement in October 2006, and follow-on public offerings in June 2007, February 2008 and August 2008. Accordingly,
the Company's ability to utilize the aforementioned carryforwards may be limited. Additionally, because U.S. tax laws limit the time during
which these carryforwards may be applied against future taxes, the Company may not be able to take full advantage of these attributes for
federal income tax purposes. Because of the above mentioned factors, the Company has not recognized its net deferred tax assets as of and for
all periods presented. Accordingly, the Company has provided a full valuation allowance against its net deferred tax assets and no tax benefit has
been recognized relative to its pretax losses.

(5) Elan Milestones

In July 2004, we acquired all of Elan's research, development, distribution, sales and marketing rights to Zanaflex Capsules and Zanaflex
tablets in the United States. We made an upfront payment to Elan of $2.0 million and are obligated to pay royalties on sales and to make
milestone payments upon achievement of specified sales levels. During the three-month period ended March 31, 2008, the Company reached the
fifth and final cumulative product sale milestone threshold and accordingly, accrued a payment of $5.0 million, which was made to Elan during
the three-month period ended June 30, 2008. As of September 30, 2008, the Company made a total of $19.5 million of these milestone payments
and has no further Zanaflex milestone payment obligations with Elan.

(6) Fair Value Measurements

Effective January 1, 2008, we adopted SFAS No. 157, Fair Value Measurements, which defines fair value, establishes a framework for
measuring fair value and expands required disclosures about fair value measurements. Under the standard, fair value refers to the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants in the market in which the
reporting entity transacts. The standard clarifies the principle that fair value should be based on the assumptions market participants would use
when pricing the asset or liability. The impact
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ACORDA THERAPEUTICS, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (Continued)
(unaudited)

(6) Fair Value Measurements (Continued)

of adopting SFAS No. 157 as of January 1, 2008 was not material to our consolidated financial statements.

FSP FAS No. 157-1, Application of FASB Statement No. 157 to FASB Statement No. 13 and Other Accounting Pronouncements That
Address Fair Value Measurements for Purposes of Lease Classification or Measurement under Statement 13, removed leasing transactions

accounted for under SFAS No. 13, Accounting for Leases, and related guidance from the scope of SFAS No. 157. FSP FAS No. 157-2, Effective
Date of FASB Statement No. 157 deferred the effective date of SFAS No. 157 for the Company in relation to all nonfinancial assets and
nonfinancial liabilities to January 1, 2009.

SFAS No. 157 establishes a fair value hierarchy which requires us to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value. We primarily apply the market approach for recurring fair value measurements. The standard
describes three levels of inputs that may be used to measure fair value:

Level 1 Quoted prices in active markets for identical assets or liabilities.

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities; quoted prices in
markets that are not active; or other inputs that are observable or can be corroborated by observable market data for

substantially the full term of the assets or liabilities.

Level 3 Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the
assets or liabilities.

The following table presents information about our assets and liabilities measured at fair value on a recurring basis as of September 30,
2008 and indicates the fair value hierarchy of the valuation techniques utilized to determine such fair value.

(in thousands) Level 1 Level2  Level 3
Assets Carried at Fair Value:

Cash equivalents $ 79,003 $ $
Short-term investments 183,460

Liabilities Carried at Fair Value:

Put/call liability 413

The following table presents additional information about assets and/or liabilities measured at fair value on a recurring basis and for which
we utilize Level 3 inputs to determine fair value.

Realized Unrealized
(gains) losses included

Balance as of losses in other Balance as of

December 31, included comprehensive September 30,
(in thousands) 2007 in net loss loss 2008
Liabilities Carried at Fair
Value:
Put/call liability $ 463 $ 50) $ $ 413

We evaluate the fair value of positions classified within the Level 3 category based on revenue projections, business, general economic and
market conditions that could be reasonably evaluated as of the valuation date.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our consolidated financial condition and results of operations should be read in conjunction with
our unaudited consolidated financial statements and related notes included in this Quarterly Report on Form 10-Q.

Background

Since we commenced operations in 1995, we have devoted substantially all of our resources to the identification, development and
commercialization of novel therapies that improve neurological function in people with multiple sclerosis (MS), spinal cord injury (SCI) and
other disorders of the central nervous system (CNS). Our marketed drug, Zanaflex Capsules, is U.S. Food and Drug Administration
(FDA)-approved for the management of spasticity. We announced positive results from a Phase 3 clinical trial of our lead product candidate,
Fampridine-SR, for the improvement of walking ability in people with MS in September 2006.

In May 2007, we reached agreement with the FDA on a Special Protocol Assessment (SPA) for a second Phase 3 trial of Fampridine-SR in
MS, MS-F204, and we initiated this trial in June 2007. In June 2008, the Company announced positive results from its second Phase 3 clinical
trial of Fampridine-SR (MS-F204) on walking ability in people with multiple sclerosis (MS). The objective of this study was to show that
individuals treated with Fampridine-SR are significantly more likely to have consistent improvements in their walking than those treated with
placebo. The FDA has agreed that this trial, together with our first Phase 3 trial, MS-F203, would be adequate to support a New Drug
Application (NDA) for Fampridine-SR. We expect to submit an NDA for Fampridine-SR in the first quarter of 2009. A Thorough QT cardiac
study was initiated in September 2007 and favorable results from that study were released in January 2008. This study evaluated the potential to
cause an increase in the electrocardiographic QT interval. Fampridine-SR, at both therapeutic and supratherapeutic doses, was found to be no
different than placebo. We believe Fampridine-SR is the first potential therapy in late-stage clinical development for MS that seeks to improve
the function of damaged nerve fibers. Our preclinical programs also target MS and SCI, as well as other CNS disorders, inc