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Part I - FINANCIAL INFORMATION

Item 1. Financial Statements
CAMBREX CORPORATION AND SUBSIDIARIES
Consolidated Balance Sheets
(in thousands, except share data)
June 30,
2009
(unaudited)

ASSETS
Current assets:
Cash and cash equivalents $40,321
Trade receivables, net 36,346
Inventories, net 64,164
Prepaid expenses and other current assets 8,635
Total current assets 149,466
Property, plant and equipment, net 160,599
Goodwill 35,811
Other non-current assets 4,480
Total assets $350,356
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $17,426
Accrued expense and other current liabilities 42,014
Total current liabilities 59,440
Long-term debt 123,300
Deferred income tax 16,304
Accrued pension and postretirement benefits 44,070
Other non-current liabilities 16,279
Total liabilities 259,393
Stockholders' equity:
Common stock, $.10 par value; authorized 100,000,000, issued 31,406,778 shares at
respective dates 3,140
Additional paid-in capital 100,245
Retained earnings 22,157
Treasury stock, at cost, 2,177,301 and 2,224,613 shares at respective dates (18,586
Accumulated other comprehensive loss (15,993
Total stockholders' equity 90,963
Total liabilities and stockholders' equity $350,356

December
31,
2008

$32,540
36,685
61,133
8,798
139,156

161,500
35,374
5,042

$341,072

$19,700
45,080
64,780

123,800
16,138
44,165
17,403
266,286

3,140
99,881
11,960
(19,014
(21,181

74,786

$341,072
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See accompanying notes to unaudited consolidated financial statements.
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CAMBREX CORPORATION AND SUBSIDIARIES
Consolidated Statements of Operations
(unaudited)

(in thousands, except per-share data)

Three months ended
June 30,
2009 2008

$59,766 $66,226

Allowances and rebates 5 553
Net sales 59,761 65,673
Other revenues (480 ) 140
Net revenues 59,281 65,813
Cost of goods sold 39,598 46,002
Gross profit 19,683 19,811
Operating expenses:

Selling, general and administrative expenses 8,546 11,410
Research and development expenses 2,161 1,917
Restructuring expenses - 514
Strategic alternative costs - 398
Total operating expenses 10,707 14,239
Operating profit 8,976 5,572
Other expenses/(income):

Interest expense, net 1,142 640
Other (income)/expenses, net 41 ) 99
Income before income taxes 7,875 4,833
Provision for income taxes 2,416 2,997
Net income $5,459 $1,836
Earnings per share of common stock:

Basic $0.19 $0.06
Diluted $0.19 $0.06
Weighted average shares outstanding:

Basic 29,222 29,090
Effect of dilutive stock based compensation 25 11
Diluted 29,247 29,101

Six months ended

June 30,
2009 2008
$119,766 $127,932
338 944
119,428 126,988
885 (185 )
120,313 126,803
81,497 85,063
38,816 41,740
17,594 22,744
3,898 4,173
- 1,148
- 575
21,492 28,640
17,324 13,100
2,299 1,346
(108 (26 )
15,133 11,780
4,936 5,698
$10,197 $6,082
$0.35 $0.21
$0.35 $0.21
29,211 29,063
16 49
29,227 29,112

See accompanying notes to unaudited consolidated financial statements.
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CAMBREX CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows

(unaudited)
(in thousands)

Six months ended

June 30,

2009 2008
Cash flows from operating activities:
Net income $10,197 $6,082
Adjustments to reconcile net income to cash flows:
Depreciation and amortization 9,415 10,432
Increase in inventory reserve 2,274 1,476
Stock based compensation included in net income 731 1,287
Other (330 902
Changes in assets and liabilities:
Trade receivables 1,096 8,844
Inventories (5,122 (13,171
Prepaid expenses and other current assets (361 (3,801
Accounts payable and other current liabilities (3,856 (21,329
Other non-current assets and liabilities 19 (2,656
Net cash provided by/(used in) operating activities 14,063 (11,934
Cash flows from investing activities:
Capital expenditures (6,359 (16,460
Acquisition of business, net of cash - (1,264
Other investing activities 38 -
Net cash used in investing activities (6,321 (17,724
Cash flows from financing activities:
Long-term debt activity (including current portion):
Borrowings 18,500 39,100
Repayments (19,000 (25,011
Other financing activities (38 (65
Net cash (used in)/provided by financing activities (538 14,024
Effect of exchange rate changes on cash and cash equivalents 577 1,482
Net increase/(decrease) in cash and cash equivalents 7,781 (14,152
Cash and cash equivalents at beginning of period 32,540 38,488
Cash and cash equivalents at end of period $40,321 $24,336

See accompanying notes to unaudited consolidated financial statements.
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CAMBREX CORPORATION AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements
(dollars in thousands, except share data)

) Basis of Presentation

Unless otherwise indicated by the context, "Cambrex" or the "Company" means Cambrex Corporation and
subsidiaries.

The accompanying unaudited consolidated financial statements have been prepared from the records of the
Company. In the opinion of management, the financial statements include all adjustments, which are of a normal and
recurring nature, except as otherwise described herein, and are necessary for a fair statement of financial position and
results of operations in conformity with generally accepted accounting principles (“GAAP”). These interim financial
statements should be read in conjunction with the financial statements for the year ended December 31, 2008.

The Company has evaluated subsequent events through the issuance date of this Form 10-Q. The results of operations
for the three and six months ended June 30, 2009 are not necessarily indicative of the results expected for the full year.

2) Impact of Recently Issued Accounting Pronouncements
Fair Value Measurements

The Company adopted Financial Accounting Standards Board (“FASB”) Statement No. 157 “Fair Value Measurements”
related to nonfinancial assets and nonfinancial liabilities effective January 1, 2009. This statement defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles (“GAAP”), and expands
disclosures about fair value measurements. This statement applies whenever another standard requires (or permits)
assets or liabilities to be measured at fair value. The standard does not expand the use of fair value to any new
circumstances. The effect of adopting this pronouncement did not have a material impact on the Company’s financial
position or results of operations.

Amendment of FAS 133

The Company adopted FASB Statement No. 161 “Disclosures about Derivative Instruments and Hedging Activities—an
amendment of FASB Statement No. 133” (“FAS 161”) effective January 1, 2009. This statement requires enhanced
disclosures about derivative and hedging activities and thereby improves the transparency of financial reporting. FAS
161 encourages, but does not require, comparative disclosures for earlier periods at initial adoption. The effect of
adopting this pronouncement did not have an impact on the Company’s financial position or results of operations.

Employers’ Disclosures about Postretirement Benefit Plan Assets

In December 2008, the FASB issued FSP 132(R)-1 “Employers’ Disclosures about Postretirement Benefit Plan Assets”
(“FSP 132(R)-17). This statement provides guidance on additional disclosures about plan assets of a defined benefit
pension or other postretirement plan. This statement is effective for fiscal years ending after December 15,
2009. Upon initial application, the provisions of FSP 132(R)-1 are not required for earlier periods that are presented
for comparative purposes. The Company is currently evaluating the disclosure requirements of this new statement.
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CAMBREX CORPORATION AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements (Continued)
(dollars in thousands, except share data)

2) Impact of Recently Issued Accounting Pronouncements (continued)
Subsequent Events

The Company adopted FASB Statement No. 165 “Subsequent Events” (“FAS 1657) effective June 30, 2009. This
statement establishes general standards of accounting for, and disclosure of, events that occur after the balance sheet
date but before financial statements are issued or are available to be issued. FAS 165 requires the disclosure of the
date through which an entity has evaluated subsequent events and the basis for that date, that is, whether that date
represents the date the financial statements were issued or were available to be issued. The effect of adopting this
pronouncement did not have a material impact on the Company’s financial position or results of operations.

FASB Accounting Standards Codification and the Hierarchy of GAAP

In June 2009, the FASB issued Statement No. 168 “The FASB Accounting Standards Codification and the Hierarchy of
Generally Accepted Accounting Principles—a replacement of FASB Statement No. 162” (“FAS 168”). This statement
provides for the FASB Accounting Standards Codification to become the single official source of authoritative,
nongovernmental U.S. GAAP. FAS 168 does not change GAAP but reorganizes the literature. This statement is
effective for interim and annual periods ending after September 15, 2009.

3) Stock Based Compensation

The Company recognizes compensation costs for stock option awards to employees based on their grant-date fair
value. The value of each stock option is estimated on the date of grant using the Black-Scholes option-pricing
model. The weighted-average fair value per share for stock options granted to employees during the three and six
months ended June 30, 2009 was $0.91 and $1.48, respectively. The weighted-average fair value per share for stock
options granted to employees during the three and six months ended June 30, 2008 was $1.88.

For the three months ended June 30, 2009 and 2008, the Company recorded $158 and $229, respectively, in selling,
general and administrative expenses for stock options, which, in 2008, includes $136 for the acceleration of stock
options previously awarded to the former CEO and $26 recorded in strategic alternative costs as a result of a
modification to previous stock option awards related to a special dividend declared in 2007. For the six months ended
June 30, 2009 and 2008, the Company recorded $312 and $305, respectively, in selling, general and administrative
expenses for stock options, which in 2008, includes $136 for the acceleration of stock options previously awarded to
the former CEO and $53 recorded in strategic alternative costs as a result of a modification to previous stock option
awards related to a special dividend declared in 2007. As of June 30, 2009, the total compensation cost related to
unvested stock option awards granted to employees but not yet recognized was $1,369. The cost will be amortized on
a straight-line basis over the remaining weighted-average vesting period of 3.0 years.

For the three months ended June 30, 2009 and 2008, the Company recorded $183 and $705, respectively, in selling,
general and administrative expenses for restricted stock awards, which includes $461, in 2008, for the acceleration of
restricted stock previously awarded to the former CEO. For the six months ended June 30, 2009 and 2008, the
Company recorded $385 and $913, respectively, in selling, general and administrative expenses for restricted stock
awards, which includes $461 in 2008 for the acceleration of restricted stock previously awarded to the former
CEO. As of June 30, 2009 the total compensation cost related to unvested restricted stock granted, but not yet
recognized was $580. The cost will be amortized on a straight-line basis over the remaining weighted-average vesting

9
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CAMBREX CORPORATION AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements (Continued)
(dollars in thousands, except share data)

3) Stock Based Compensation (continued)

The following table is a summary of the Company’s stock option activity issued to employees and related information:

Weighted
Average
Number of Exercise
Options Shares Price
Outstanding at January 1, 2009 1,590,869 $14.07
Granted 20,000 $4.17
Forfeited or expired (2,000 ) $12.97
Outstanding at March 31, 2009 1,608,869 $13.27
Granted 2,500 $2.45
Forfeited or expired (52,450 ) $21.21
Outstanding at June 30, 2009 1,558,919 $12.98
Exercisable at June 30, 2009 769,475 $20.67

A summary of the Company’s nonvested stock options and restricted stock as of June 30, 2009 and changes during the
three and six months ended June 30, 2009, are presented below:

Nonvested Stock Options Nonvested Restricted Stock
Weighted-Average Weighted-Average
Number of Grant-Date Fair Number of Grant-Date Fair
Shares Value Shares Value
Nonvested at January 1, 2009 833,819 $ 555 143,327 $ 13.38
Granted 20,000 $ 4.17 16,182 $ 223
Vested during period (375 ) $ 771 (31,753 ) $ 1231
Nonvested at March 31, 2009 853,444 $ 5.51 127,756 $ 1224
Granted 2,500 $ 245 8,532 $ 422
Vested during period (65,625 ) $ 5.59 (7596 ) $ 4.74
Forfeited (875 ) $ 11.21 (655 ) $ 17.02
Nonvested at June 30, 2009 789,444 $ 549 128,037 $ 1212
€)) Goodwill

The changes in the carrying amount of goodwill for the six months ended June 30, 2009, are as follows:
Balance as of January 1, 2009 $35,374

Translation effect 437
Balance as of June 30, 2009 $35,811

11
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CAMBREX CORPORATION AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements (Continued)
(dollars in thousands, except share data)

®)) Income Taxes

The Company recorded tax expense of $2,416 and $4,936 in the three and six months ended June 30, 2009,
respectively, compared to $2,997 and $5,698 in the three and six months ended June 30, 2008, respectively. This
change is due to differences in the geographic mix of pre-tax earnings and the enactment of reduced tax rates in
Sweden.

The Company maintains a full valuation allowance against its domestic, and certain foreign, deferred tax assets and
will continue to do so until an appropriate level of profitability is sustained or tax strategies can be developed that
would enable the Company to conclude that it is more likely than not that a portion of these deferred assets would be
realized. As such, improvements in pre-tax income in the future, within these jurisdictions where the Company
maintains a valuation allowance, may result in these tax benefits ultimately being realized. However, there is no
assurance that such improvements will be achieved.

As of January 1, 2009 the Company had approximately $1,697 of unrecognized tax benefits, excluding gross interest
and penalties. During the three and six months ended June 30, 2009, the Company increased its unrecognized tax
benefits by $24 and $49, respectively, for current year positions, which is offset by a decrease in unrecognized tax
benefits of $12 and $68, respectively, due to foreign currency translation. Of the total balance of unrecognized tax
benefits at June 30, 2009 $1,084, if recognized, would affect the effective tax rate.

In the next twelve months the Company may decrease the reserve for unrecognized tax benefits for intercompany
transactions by approximately $250 mainly due to the expiration of a statute of limitation period. This item would
impact the income tax provision.

In September 2008 the Company was selected for a random IRS examination for tax year 2006. The examination is in
process and no adjustments have been proposed to date. Tax years 2005 and 2007 forward remain open to
examination within the U.S. The Company is also subject to exams in its significant non-U.S. jurisdictions for 2004
and 2007 forward.

In July 2009, one of the Company’s foreign subsidiaries received a preliminary report from the local taxing authority
related to an audit of the subsidiary’s 2006 tax return disallowing certain intercompany transactions for 2006 and the
benefits related to a transaction initiated in 2003. The Company expects to receive a formal assessment prior to

December 31, 2009. Until the Company receives an assessment, it is difficult to estimate any potential liability with

certainty. The Company believes it is possible that an assessment, excluding penalties, could be levied against this

subsidiary for up to $7,000 based upon the preliminary report. The Company believes it has support for its positions

and intends to defend itself, although it is too early at this time to predict the outcome of this process.

The Company is also subject to audits in various states for various years in which it has filed income tax returns. In
June 2009 the Company finalized a New Jersey examination of its open tax years, with no material
adjustments. Previous state audits have resulted in immaterial adjustments. Open years for the majority of states
where the Company files are 2005 and forward.

13
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Notes to Unaudited Consolidated Financial Statements (Continued)
(dollars in thousands, except share data)
(6) Net Inventories

Inventories are stated at the lower of cost, determined on a first-in, first-out basis, or market.

Net inventories at June 30, 2009 and December 31, 2008 consist of the following:

December
June 30, 31,
2009 2008

Finished goods $ 24419 $ 24,657
Work in process 24,100 22,372
Raw materials 12,028 10,688
Supplies 3,617 3,416
Total $ 64,164 $ 61,133
@) Strategic Alternative Costs and Restructuring Expenses

Strategic Alternative Costs

Strategic alternative costs include expenses that the Company has incurred related to the decision to sell the businesses
that comprised the Bioproducts and Biopharma segments in February 2007 and costs associated with a project to
streamline the Company’s legal structure. These costs are not considered part of either the restructuring program or
discontinued operations under current accounting guidance.

Strategic alternative costs for the three and six months ended June 30, 2008 were $398 and $575, respectively,

primarily consisting of costs associated with the project to streamline the Company’s legal structure, change-in-control
benefits, and costs associated with the modification of employee stock options due to the payment of the special

dividend in connection with the divestiture discussed above.

Restructuring Expenses

Corporate Office Restructuring

During 2007, the Company announced a plan to eliminate certain employee positions at the corporate office upon
completion of the sale of the businesses that comprised the Bioproducts and Biopharma segments. This plan included
certain one-time benefits for terminated employees. Costs related to this plan are recorded as restructuring expenses
in the income statement. For the three and six months ended June 30, 2008, the Company recognized expense of $177
and $250, respectively.

Consolidation of Domestic Research and Development Activities

In December 2007, the Company consolidated its United States research and development (“R&D”) activities and small

scale active pharmaceutical ingredient (“API”) production with its facility in Charles City, lowa. The restructuring
reserve at December 31, 2008 consisted of the remaining lease payments and related costs under the Company’s

14
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current operating lease at the New Jersey R&D facility. The operating lease expires in December 2010. Costs related
to this consolidation are recorded as restructuring expenses on the income statement. For the three and six months
ended June 30, 2008 the Company recorded rent and related expenses of $337 and $898.
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Notes to Unaudited Consolidated Financial Statements (Continued)
(dollars in thousands, except share data)

@) Strategic Alternative Costs and Restructuring Expenses (continued)

The following table reflects the activity related to the restructuring reserves through June 30, 2009:

December June 30,
31, 2008 2009 Activity 2009
Reserve Cash Reserve
Balance Expense Payments Balance
Employee termination costs $462 $- $(343 ) $119
Lease payments and related costs 3,021 - (786 ) 2,235
$3,483 $- $(1,129 ) $2,354
®) Derivatives and Hedging Activities

In March 2008, the FASB issued FAS 161. FAS 161 requires entities to provide enhanced disclosure about how and
why the entity uses derivative instruments, how the instruments and related hedged items are accounted for under
SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities,” (“FAS 133”) and how the instruments
and related hedged items affect the financial position, results of operations, and cash flows of the entity. The Company
adopted FAS 161 on January 1, 2009.

The Company operates internationally and is exposed to fluctuations in foreign exchange rates and interest rates in the
normal course of business. These fluctuations can increase the costs of financing, investing and operating the
business. The Company uses derivative financial instruments to reduce these exposures to market risks resulting from
fluctuations in interest rates and foreign exchange rates.

By nature, all financial instruments involve market and credit risks. The Company is exposed to credit losses in the
event of nonperformance by the counterparties to the contracts. While there can be no assurance, the Company does
not anticipate non-performance by these counterparties.

Foreign Currency Forward Contracts

The Company's policy is to enter into forward exchange contracts to hedge forecasted cash flows associated with
foreign currency transaction exposures which are accounted for as cash flow hedges, as deemed appropriate. This
hedging strategy mitigates the impact of short-term foreign exchange rate movements on the Company's operating
results primarily in Sweden and Italy. The Company's primary market risk relates to exposures to foreign currency
exchange rate fluctuations on transactions entered into by these international operations that are denominated
primarily in U.S. dollars, Swedish krona, and euros. As a matter of policy, the Company does not hedge to protect the
translated results of foreign operations.

The Company's forward exchange contracts substantially offset gains and losses on the transactions being
hedged. The forward exchange contracts have varying maturities with none exceeding twelve months. The Company
makes net settlements for forward exchange contracts at maturity, based upon negotiated rates at inception of the
contracts.

16
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CAMBREX CORPORATION AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements (Continued)
(dollars in thousands, except share data)

(8) Derivatives and Hedging Activities (continued)

All forward contracts outstanding at June 30, 2009 have been designated as cash flow hedges and, accordingly,
changes in the fair value of these derivatives are not included in earnings but are included in accumulated other
comprehensive (loss)/income (“AOCI”). Changes in the fair value of the derivative instruments reported in AOCI will
be reclassified into earnings as a component of product revenue or expense, as applicable, when the forecasted
transaction occurs. The ineffective portion of all hedges is recognized in current-period earnings and is immaterial to
the Company's financial results.

The notional amounts of foreign exchange forward contracts were $18,032 and $20,568 at June 30, 2009 and
December 31, 2008, respectively.

The following table summarizes the fair value and balance sheet accounts where the Company’s forward exchange
contracts designated as hedging instruments are recorded as of June 30, 2009:

Fair
Balance Sheet Account Value
Other current assets $ 96
Other current liabilities $ 821

The Company recognized a pre-tax gain/(loss) in other comprehensive income from foreign exchange contracts of
$228 and ($47) for the three and six months ended June 30, 2009, respectively. The Company reclassified a pre-tax
loss of $284 and $104 from AOCI into other revenue related to foreign exchange forward contracts for the three and
six months ended June 30, 2009, respectively. Assuming current market conditions continue, the entire amount
recorded in AOCI related to foreign exchange forward contracts is expected to be reclassed into other revenue within
the next 12 months to reflect the fixed prices obtained from the forward contracts.

Interest Rate Swap Agreements

The Company enters into interest rate swap agreements to reduce the impact of changes in interest rates on its floating
rate debt. The swap agreements are contracts to exchange floating rate for fixed interest payments periodically over
the life of the agreements without the exchange of the underlying notional debt amounts.

All swap contracts outstanding at June 30, 2009 have been designated as cash flow hedges and, accordingly, changes
in the fair value of derivatives are recorded each period in AOCI. Changes in the fair value of the derivative
instruments reported in AOCI will be reclassified into earnings in the period in which earnings are impacted by the
variability of the cash flows of the hedged item. The ineffective portion of all hedges is recognized in current-period
earnings and is immaterial to the Company's financial results.

As of June 30, 2009, the Company had three interest rate swaps in place with an aggregate notional value of $60,000,
at an average fixed rate of 4.48%, all with maturity dates of October 2010. The Company’s strategy has been to cover
a portion of its outstanding bank debt with interest rate protection. At June 30, 2009, the coverage was approximately
49% of the Company’s variable interest rate debt. At June 30, 2009 the Company had variable debt of $123,300, of
which $60,000 is fixed by interest rate swaps. Interest expense under these agreements, and the respective debt

18
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instruments that they hedge, are recorded at the net effective interest rate of the hedged transactions. The fair value of
these agreements was based on quoted market prices and was in a loss position of $2,899 at June 30, 2009. This loss
is reflected in the balance sheet under the caption “Accrued expense and other current liabilities.”

11
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CAMBREX CORPORATION AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements (Continued)
(dollars in thousands, except share data)

(8) Derivatives and Hedging Activities (continued)

The Company increased other comprehensive income $491 and $641, respectively, related to interest rate swaps for
the three and six months ended June 30, 2009. The Company reclassified a pre-tax loss of $617 and $1,222 from
AOCI into interest expense related to interest rate swaps for the three and six months ended June 30, 2009,
respectively. Assuming current market conditions continue, approximately $2,182 is expected to be reclassed out of
AOCT into interest expense within the next 12 months.

9) Comprehensive Income

The following table shows the components of comprehensive income for the three and six months ended June 30,
2009 and 2008:

Three months ended Six months ended
June 30, June 30,

2009 2008 2009 2008
Net income $5,459 $1,836 $10,197 $6,082
Foreign currency translation 12,046 (805 ) 3,829 13,004
Unrealized gain/(loss) on hedging contracts, net of tax 639 1,750 820 (18 )
Pension, net of tax 271 133 539 265
Total $18,415 $2,914 $15,385 $19,333
(10) Retirement Plans and Other Postretirement Benefits

Domestic Pension Plans

The components of net periodic pension cost for the Company’s domestic plans for the three and six months ended
June 30, 2009 and 2008 are as follows:

Three months ended Six months ended
June 30, June 30,

2009 2008 2009 2008
Components of net periodic benefit cost
Interest cost $857 $878 $1,714 $1,756
Expected return on plan assets (731 ) (1,021 ) (1,462 ) (2,042 )
Amortization of prior service costs 109 109 218 218
Recognized actuarial loss 136 24 272 48
Net periodic benefit cost $371 $(10 ) $742 $(20 )

12
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(10) Retirement Plans and Other Postretirement Benefits (continued)

The Company has a Supplemental Executive Retirement Plan for key executives. This plan is non-qualified and
unfunded. Net periodic benefit costs for the three months ended June 30, 2009 and 2008 were $84 and $77,
respectively. Net periodic benefit costs for the six months ended June 30, 2009 and 2008 were $168 and $154,
respectively.

International Pension Plan

The components of net periodic pension cost for the Company’s international plan for the three and six months ended
June 30, 2009 and 2008 are as follows:

Three months ended Six months ended
June 30, June 30,

2009 2008 2009 2008
Components of net periodic benefit cost
Service cost $121 $137 $242 $274
Interest cost 170 218 340 436
Recognized actuarial loss 30 33 60 66
Amortization of prior service cost (1 ) (2 ) (2 ) 4 )
Net periodic benefit cost $320 $386 $640 $772

Other Postretirement Benefits

Cambrex provides certain postretirement health and life insurance benefits to all eligible retired employees. Such
plans are self-insured and are not funded. The net periodic benefit cost for the three months ended June 30, 2009 and
2008 was $8. The net periodic benefit cost for the six months ended June 30, 2009 and 2008 was $16.

(1) Fair Value Measurements

U.S. GAAP establishes a valuation hierarchy for disclosure of the inputs to the valuations used to measure fair value.

This hierarchy prioritizes the inputs into three broad levels as follows: Level 1 inputs are quoted prices (unadjusted) in

active markets for identical assets or liabilities; Level 2 inputs are quoted prices for similar assets and liabilities in

active markets, quoted prices for identical or similar assets in markets that are not active, inputs other than quoted

prices that are observable for the asset or liability, including interest rates, yield curves and credit risks, or inputs that

are derived principally from, or corroborated by, observable market data through correlation; Level 3 inputs are

unobservable inputs based on the Company’s assumptions used to measure assets and liabilities at fair value. A
financial asset or liability’s classification within the hierarchy is determined based on the lowest level input that is
significant to the fair value measurement.
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(11D Fair Value Measurements (continued)

The following tables provide the assets and liabilities carried at fair value measured on a recurring basis as of June 30,
2009 and December 31, 2008:

Fair Value Measurements at June 30,

2009 using:
Quoted
Prices in
Active
Markets Signifcant
for Other Significant
Identical  Observable Unobservable
Assets Inputs Inputs (Level
Description Total (Level 1) (Level 2) 3)
Foreign currency forwards, assets $(821 ) $- $(821 ) $ -
Foreign currency forwards, liabilities 96 - 96 -
Interest rate swaps 2,899 ) - 2,899 ) -
Total $(3,624 ) $- $(3,624 ) $ -

Fair Value Measurements at December
31, 2008 using:

Quoted
Prices in
Active
Markets Signifcant
for Other Significant
Identical  Observable Unobservable
Assets Inputs Inputs (Level
Description Total (Level 1) (Level 2) 3)
Foreign currency forwards, assets $808 $- $808 $ -
Foreign currency forwards, liabilities (1,486 ) - (1,486 ) -
Interest rate swaps (3,541 ) - (3,541 ) -
Total $4,219 ) $- $4219 ) $ -

The Company’s derivative assets and liabilities include foreign exchange forward contracts and interest rate swap
contracts that are measured at fair value using observable market inputs such as forward rates, interest rates, the
Company’s credit risk and its counterparties’ credit risks. Based on these inputs, the derivative assets and liabilities are
classified within Level 2 of the valuation hierarchy. Based on the Company’s continued ability to enter into forward
contracts and interest rate swaps, the Company considers the markets for our fair value instruments to be active.

As of June 30, 2009, there has not been any significant impact to the fair value of the Company’s derivative liabilities
due to its own credit risk. Similarly, there has not been any significant adverse impact to the Company’s derivative
assets based on our evaluation of our counterparties’ credit risks.

22



Edgar Filing: CAMBREX CORP - Form 10-Q

(12) Contingencies

The Company is subject to various investigations, claims and legal proceedings covering a wide range of matters that
arise in the ordinary course of its business activities. The Company continually assesses all known facts and
circumstances as they pertain to all legal and environmental matters and evaluates the need for reserves and
disclosures as deemed necessary based on these facts and circumstances. These matters, either individually or in the
aggregate, could have a material adverse effect on the Company's financial condition, operating results and cash flows
in a future reporting period.
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(12) Contingencies (continued)
Environmental

In connection with laws and regulations pertaining to the protection of the environment, the Company and its
subsidiaries are a party to several environmental proceedings and remediation investigations and cleanups and, along
with other companies, have been named potentially responsible parties (“PRP”) for certain waste disposal sites
("Superfund sites"). Additionally, the Company has retained the liability for certain environmental proceedings
associated with the sale of the Rutherford Chemicals business.

Each of these matters is subject to various uncertainties, and it is possible that some of these matters will be decided
unfavorably against the Company. The resolution of such matters often spans several years and frequently involves
regulatory oversight or adjudication. Additionally, many remediation requirements are not fixed and are likely to be
affected by future technological, site, and regulatory developments. Consequently, the ultimate liability with respect
to such matters, as well as the timing of cash disbursements cannot be determined with certainty.

In matters where the Company has been able to reasonably estimate its liability, the Company has accrued for the
estimated costs associated with the study and remediation of Superfund sites not owned by the Company and the
Company's current and former operating sites. These accruals were $6,036 and $6,226 at June 30, 2009 and
December 31, 2008, respectively. The decrease in the accrual includes payments of $219 partially offset by the
impact of currency of $29. Based upon available information and analysis, the Company's current accrual represents
management's best estimate of the probable and estimable costs associated with environmental proceedings including
amounts for investigation fees where full remediation costs may not be estimable at the reporting date.

CasChem

As a result of the sale of the Bayonne, New Jersey facility, the Company became obligated to investigate site
conditions and conduct required remediation under the New Jersey Industrial Site Recovery Act. The Company
submitted a sampling plan to the New Jersey Department of Environmental Protection (“NJDEP”) and is awaiting
approval. The results of the completed and proposed sampling, and any additional sampling deemed necessary, will
be used to develop an estimate of the Company's future liability for remediation costs, if any.

Cosan

In response to the NJDEP, the Company completed its initial investigation and submitted the results of the
investigation and proposed remedial action plan to the NJDEP for its Cosan Clifton, New Jersey site. The NJDEP
requested additional investigative work at the site and that work is on-going. The reserve was $1,190 at June 30, 2009
which is based on the initial remedial action plan. The results of the additional investigative work may impact the
remediation plan and costs.
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(12) Contingencies (continued)

Additionally, the Company has recorded a liability of $923 for the Cosan Carlstadt, New Jersey site based on the
investigations completed to date and the proposed Remedial Action Work Plan (“RAW”) submitted to the NJDEP for
their approval. The NJDEP subsequently rejected the RAW and required the Company to perform additional
investigative work prior to approval of a new RAW. The results of this additional investigative work may impact the
RAW and increase the liability.

Berry’s Creek

The Company received a notice from the United States Environmental Protection Agency (“USEPA”) that two former
operating subsidiaries of the Company are considered PRPs at the Berry’s Creek Superfund Site in New Jersey. The
operating companies are among many other PRPs that were listed in the notice. Pursuant to the notice, the PRPs have
been asked to perform a remedial investigation and feasibility study of the Berry’s Creek Site. The Company has
joined the group of PRPs and filed a response to the USEPA agreeing to jointly negotiate to conduct or fund an
appropriate remedial investigation and feasibility study of the Berry’s Creek Site. The PRPs have engaged consultants
to evaluate investigation and remedial alternatives and develop a method to allocate related costs among the PRPs. As
of June 30, 2009 the Company’s reserve was $366 to cover the initial phase of investigation based on a tentative
agreement on the allocation of the site investigation costs among the PRPs. The investigation is expected to take
several years and at this time it is too early to predict the extent of any additional liabilities.

Nepera, Inc. — Maybrook and Harriman Sites

Nepera, Inc. (“Nepera”) is named a PRP of the Maybrook Site in Hamptonburgh, New York by the USEPA in
connection with the disposition, under appropriate permits, of wastewater at that site prior to Cambrex's acquisition of
Nepera in 1986. The USEPA also issued the Company a Notice of Potential Liability and the Company signed a
Consent Decree to complete the Record of Decision (“ROD”) and has provided the USEPA with appropriate financial
assurance, including a letter of credit to guarantee the obligation under the Consent Decree.

Nepera is also named a responsible party of the Harriman, New York production facility by the New York State
Department of Environmental Conservation. A final ROD was issued which describes the remediation plan for the
site. Implementation of the ROD is on-going.

As of June 30, 2009, the reserve recorded on the books was $1,200 and represents the Company’s best estimate to
complete both RODs.

Solvent Recoveries Superfund Site

A subsidiary of the Company is one of approximately 1,300 PRPs at a Superfund site (“the Site”’) in Southington,
Connecticut, once operated by Solvent Recoveries, Inc. The PRP group has completed a Remedial
Investigation/Feasibility Study and the USEPA has proposed remediation of the Site. In 2008, the Company agreed to
enter into a consent decree and settlement with the other PRPs and the USEPA whereby the Company agreed to pay a
settlement amount of $353 with an initial payment of $106 and the remaining $247 to be paid in installments over
time as the remediation proceeds. The Company has reserved for the unpaid portion of the settlement and has entered
into a letter of credit to guarantee the payment obligation under the settlement.
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(12) Contingencies (continued)
Newark Bay Complex Litigation

CasChem and Cosan have been named as two of several hundred third-party defendants in a third-party complaint
filed in February 2009, by Maxus Energy Corporation (“Maxus”) and Tierra Solutions, Inc. (“Tierra”). The original
plaintiffs include the NJDEP, the Commissioner of the NJDEP and the Administrator of the New Jersey Spill
Compensation Fund, which originally filed suit in 2005 against Maxus, Tierra and other defendants seeking recovery
of cleanup and removal costs for alleged discharges of dioxin and other hazardous substances into the Passaic River,
Newark Bay, Hackensack River, Arthur Kill, Kill Van Kull and adjacent waters (the “Newark Bay Complex”). Maxus
and Tierra are now seeking contribution from third-party defendants, including subsidiaries of the Company, for
cleanup and removal costs for which each may be held liable in the lawsuit. Maxus and Tierra also seek recovery for
cleanup and removal costs that each has incurred or will incur relating to the Newark Bay Complex. The Company
expects to vigorously defend against the lawsuit. At this time it is too early to predict whether the Company will have
any liability in this matter.

The Company is involved in other environmental matters where the range of liability is not reasonably estimable at
this time and it is not determinable when information will become available to provide a basis for adjusting or
recording an accrual, should an accrual ultimately be required.

Litigation and Other Matters
Lorazepam and Clorazepate

In 1998 the Company and a subsidiary were named as defendants (along with Mylan Laboratories, Inc. (“Mylan”) and
Gyma Laboratories of America, Inc. (“Gyma”)) in a proceeding instituted by the Federal Trade Commission (“FTC”) in
the United States District Court for the District of Columbia (the “District Court”). Suits were also commenced by
several State Attorneys’ General and class action complaints by private plaintiffs in various state courts. The suits
alleged violations of the Federal Trade Commission Act arising from exclusive license agreements between the
Company and Mylan covering two APIs (Lorazepam and Clorazepate). The FTC and Attorneys’ General suits were
settled in February 2001.

All cases have been resolved except for one brought by four health care insurers. In 2008 the District Court, in this
remaining case, entered judgment after trial against Mylan, Gyma and Cambrex in the amount of $8,355, payable
jointly and severally, and also a punitive damage award against each defendant in the amount of $16,709. In addition,
the District Court ruled that the defendants were also subject to a total of approximately $7,000 in prejudgment
interest. The parties will appeal the awards.

Cambrex paid $12,415 in exchange for a release from Mylan and full indemnity in 2003 against future costs or

liabilities in related litigation brought by purchasers, as well as potential future claims related to this matter. Cambrex
expects any payment of the judgment against it to be made by Mylan under the indemnity described above.
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(12) Contingencies (continued)
Other

In addition to the matters identified above, the Company is a plaintiff in a lawsuit alleging certain breaches by a
counterparty to an asset purchase agreement. The suit may result in a settlement or award by the court in favor of the
Company. At this time, however, no estimate can be made as to the time or the amount, if any, of ultimate recovery.

The Company has commitments incident to the ordinary course of business including corporate guarantees of certain

subsidiary obligations to the Company’s lenders related to financial assurance obligations under certain environmental
laws for remediation; closure and third party liability requirements of certain of its subsidiaries and a former operating

location; contract provisions for indemnification protecting its customers and suppliers against third party liability for

manufacture and sale of Company products that fail to meet product warranties and contract provisions for

indemnification protecting licensees against intellectual property infringement related to licensed Company

technology or processes.

Additionally, as permitted under Delaware law, the Company indemnifies its officers and directors for certain events
or occurrences while the officer or director is, or was, serving at the Company’s request in such capacity. The term of
the indemnification period is for the officer's or director's lifetime. The maximum potential amount of future payments
the Company could be required to make under these indemnification agreements is unlimited; however, the Company
has a Director and Officer insurance policy that covers a portion of any potential exposure. The Company currently
believes the estimated fair value of its indemnification agreements is not significant based on currently available
information, and as such, the Company has no liabilities recorded for these agreements as of June 30, 2009.

Cambrex's subsidiaries are party to