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./ Angiotech

Redefining Success

Dear Angiotech Shareholders:

On behalf of the Board of Directors, we are pleased to deliver our Information Circular and Proxy Statement
for our annual general and special meeting of shareholders. At the meeting, shareholders are being asked to:

e elect six directors for the ensuing year;

e appoint the auditors for the ensuing year and authorize the directors to fix the remuneration to be paid
to the auditors;

e approve the adoption of the 2010 Stock Incentive Plan; and

e transact such further or other business as may properly come before the meeting and any adjournments
or postponements thereof.

YOUR VOTE IS VERY IMPORTANT.

Our common shares are listed on the NASDAQ Global Select Market (the “NASDAQ”) under the trading
symbol “ANPI” and on the Toronto Stock Exchange (the “TSX”) under the trading symbol “ANP”. On June 14,
2010, the closing sale price of our common shares was U.S.$0.87 per share on the NASDAQ and CDN$0.92 per
share on the TSX.

The annual general and special meeting of shareholders will be held on July 29, 2010 at 10:00 a.m. Pacific
Time in the Concerto Room at the Westin Grand Vancouver, 403 Robson Street, Vancouver, British Columbia
V6B 6L9. Only shareholders of record of our common shares at the close of business on June 7, 2010 are entitled
to notice of and to vote at the annual general and special meeting of shareholders.

Your vote is very important, regardless of the number of shares you own. Whether or not you plan to
attend the annual general and special meeting of shareholders, please take the time to vote by completing
and mailing the enclosed form of proxy or voting instruction form and returning it in the pre-addressed
envelope provided.

David T. Howard
Chair of the Board of Directors
of Angiotech Pharmaceuticals, Inc.



ANGIOTECH PHARMACEUTICALS, INC.
1618 Station Street, Vancouver, British Columbia, Canada V6A 1B6

NOTICE OF MEETING

NOTICE IS HEREBY GIVEN THAT the 2010 annual general and special meeting (the “Meeting”) of the
shareholders of Angiotech Pharmaceuticals, Inc. (the “Company”) will be held at 10:00 a.m., Pacific Time, on
July 29, 2010 in the Concerto Room at the Westin Grand Vancouver, 403 Robson Street, Vancouver, British
Columbia V6B 6L9 for the following purposes:

1. to elect six directors for the ensuing year;

2.  to appoint the auditors for the ensuing year and to authorize the directors to fix the remuneration to be
paid to the auditors;

3. to approve the adoption of the 2010 Stock Incentive Plan; and

4.  to transact such further or other business as may properly come before the Meeting and any
adjournments or postponements thereof.

These items of business are more fully described in the Information Circular and Proxy Statement
accompanying this Notice. The Board of Directors recommends shareholders vote “FOR” each of the
proposals.

If you owned common shares of the Company at the close of business on June 7, 2010, the record date, you
are entitled to attend and vote at the Meeting.

It is important that your shares be represented and that your wishes be made known. Whether or not you
expect to attend the Meeting, please complete the enclosed form of proxy as indicated and return it by fax, mail
or hand delivery to the office of Computershare Investor Services Inc., or provide voting instructions to
Computershare Investor Services Inc. through its internet or telephone voting services, set out in the
accompanying form of proxy. In order to be valid for use at the Meeting, the form of proxy must be duly
completed, signed and deposited at the office of Computershare Investor Services Inc., as set out in the
form of proxy, by 10:00 a.m. (Pacific Time) on July 27, 2010 or, if the Meeting is adjourned or postponed,
no later than 48 hours excluding Saturdays, Sundays and holidays before the time to which the Meeting is
adjourned or postponed, in either case unless the Chair of the Meeting elects to exercise his or her
discretion to accept proxies received subsequently. Your proxy is revocable and will not affect your right to
vote in person at the Meeting. An undated proxy will be deemed to be dated the date the proxy is mailed by
management or its agent to the registered shareholder.

DATED this 15% day of June, 2010.

BY ORDER OF THE BOARD OF DIRECTORS

K. Thomas Bailey, Chief Financial Officer
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ANGIOTECH PHARMACEUTICALS, INC.
INFORMATION CIRCULAR AND PROXY STATEMENT

This Information Circular and Proxy Statement (this “Proxy Statement”) is furnished in connection with the
solicitation by management of Angiotech Pharmaceuticals, Inc. (the “Company”) of proxies to be voted at the
annual general and special meeting of shareholders of the Company to be held at 10:00 a.m., Pacific Time, on
July 29, 2010 in the Concerto Room at the Westin Grand Vancouver, 403 Robson Street, Vancouver, British
Columbia V6B 6L9, together with any adjournment or postponement of that meeting (the “Meeting”). Any
registered shareholder of the Company holding common shares of the Company at the close of business on
June 7, 2010 will be entitled to vote at the Meeting.

The principal executive office of the Company is located at 1618 Station Street, Vancouver, British
Columbia, Canada V6A 1B6. The Company’s website address is www.angiotech.com. The registered and
records office of the Company is located at Suite 1200, 200 Burrard Street, Vancouver, British Columbia,
Canada, V7X 1T2.

All references to currency in this Proxy Statement are in United States (U.S.) dollars, unless otherwise
indicated.

The date of this Proxy Statement is June 15, 2010, and it is first being sent to shareholders on or about
June 21, 2010.



QUESTIONS AND ANSWERS

What is being voted on at the Meeting?
The matters to be considered and voted upon at the Meeting are as follows:

1. Election of Directors: To elect six members of the Board of Directors for the ensuing year (Proposal
No. 1).

2. Appointment of Auditors: To appoint the auditors for the ensuing year and to authorize the directors to fix
the remuneration to be paid to the auditors (Proposal No. 2).

3. Approval of Stock Incentive Plan: To approve the adoption of the 2010 Stock Incentive Plan (Proposal
No. 3).

4.  Other Business: To consider and transact such other business as may properly come before the Meeting.

Shareholders will also be asked to receive and consider the report of the directors and the financial
statements of the Company, together with the auditors’ report thereon, for the fiscal year ended December 31,
20009.

At the time this Proxy Statement was printed, the Company was not aware of any other matters to come
before the Meeting.

How do I vote?
Registered Shareholders

By Proxy. A registered shareholder has the right to appoint a person other than the persons
designated in the accompanying form of proxy (and who need not be a shareholder) to attend and act for
him or her and on his or her behalf at the Meeting. To exercise this right, the registered shareholder may
insert the name of the desired person in the blank space provided in the form of proxy, or may submit
another proxy in a form acceptable to the Chair of the Meeting in his or her discretion.

It is important that your shares be represented and that your wishes be made known. Whether or not you
expect to attend the Meeting, please complete the enclosed form of proxy as indicated and return it by fax, mail
or hand delivery to the office of Computershare Investor Services Inc., or provide voting instructions to
Computershare Investor Services Inc. through its internet or telephone voting services, set out in the
accompanying form of proxy. In order to be valid for use at the Meeting, the form of proxy must be duly
completed, signed and deposited at the office of Computershare Investor Services Inc., as set out in the
form of proxy, by 10:00 a.m. (Pacific Time) on July 27, 2010 or, if the Meeting is adjourned or postponed,
no later than 48 hours excluding Saturdays, Sundays and holidays before the time to which the Meeting is
adjourned or postponed, in either case unless the Chair of the Meeting elects to exercise his or her
discretion to accept proxies received subsequently. An undated proxy will be deemed to be dated the date the
form of proxy is mailed by management or its agent to the registered shareholder.

In Person. A registered shareholder may attend the Meeting and vote in person. Attending the Meeting will
not automatically revoke your prior proxy. You must comply with methods set forth below under “May I revoke
my proxy?” in order to revoke your proxy.

Beneficial Shareholders

The information set out in this section is important to many shareholders because a substantial
number of shareholders do not hold their common shares in their own name.



Persons who hold common shares through their brokers, agents, trustees or other intermediaries (such
persons, “Beneficial Shareholders”) should note that only proxies deposited by registered shareholders whose
names appear on the share register of the Company may be recognized and acted upon at the Meeting. If
common shares are shown on an account statement provided to a shareholder by a broker, then in almost all cases
the name of such shareholder will not appear on the share register of the Company. Such common shares will
most likely be registered in the name of the broker or an agent of the broker. In Canada, the vast majority of such
shares will be registered in the name of “CDS & Co.,” the registration name of CDS Clearing and Depositary
Services Inc., and in the United States, the vast majority will be registered in the name of “Cede & Co.,” the
registration name of the Depository Trust Company, which entities act as nominees for many brokerage firms.
Common shares held by brokers, agents, trustees, banks or other intermediaries can only be voted by those
brokers, agents, trustees, banks or other intermediaries in accordance with instructions received from Beneficial
Shareholders. As a result, Beneficial Shareholders should carefully review the voting instructions provided by
their intermediary with this Proxy Statement and ensure they communicate how they would like their common
shares voted in accordance with those instructions.

Beneficial Shareholders who have not objected to their intermediary disclosing certain ownership
information about themselves to the Company are referred to as “NOBOs.” Those Beneficial Shareholders who
have objected to their intermediary disclosing ownership information about themselves to the Company are
referred to as “OBOs.” In accordance with National Instrument 54-101 of the Canadian Securities Administrators
and Rule 14a-13(a) under the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”), the
Company has distributed copies of the Notice of Meeting, this Proxy Statement and the form of proxy to the
clearing agencies and intermediaries for onward distribution to Beneficial Shareholders.

Intermediaries will frequently use service companies to forward the Meeting materials to Beneficial
Shareholders. Generally, a Beneficial Shareholder who has not waived the right to receive Meeting materials will
either:

(a) be given a form of proxy which (i) has already been signed by the intermediary (typically by a
facsimile, stamped signature), (ii) is restricted as to the number of shares beneficially owned by the
Beneficial Shareholder, and (iii) must be completed, but not signed, by the Beneficial Shareholder and
deposited with Computershare Investor Services Inc. by the proxy delivery deadline; or

(b) more typically, be given a voting instruction form (“VIF”) which (i) is not signed by the intermediary,
and (ii) when properly completed and signed by the Beneficial Shareholder and returned to the
intermediary or its service company, will constitute voting instructions which the intermediary must
follow.

VIFs should be completed and returned in accordance with the specific instructions noted on the VIF. The
purpose of this procedure is to permit Beneficial Shareholders to direct the voting of the common shares which
they beneficially own.

Please return your voting instructions as specified in the VIF. Beneficial Shareholders should
carefully follow the instructions set out in the VIF, including those regarding when and where the VIF is to
be delivered.

Although Beneficial Shareholders may not be recognized directly at the Meeting for the purpose of voting
common shares registered in the name of their broker, agent, trustee or other intermediary, a Beneficial
Shareholder may attend the Meeting as a proxyholder for a registered shareholder and vote common shares in
that capacity. Beneficial Shareholders who wish to attend the Meeting or have someone else attend on their
behalf, and indirectly vote their common shares as proxyholder for the registered shareholders should contact
their broker, agent, trustee, bank or other intermediary well in advance of the Meeting to determine the steps
necessary to permit them to indirectly vote their common shares as a proxyholder.
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Who is soliciting proxies and who pays the cost of soliciting proxies?

This Proxy Statement is furnished in connection with the solicitation of proxies by the management of
the Company for use at the Meeting. The solicitation will be conducted by mail and may be supplemented by
telephone or other personal contact to be made without special compensation by officers and employees of the
Company. Additionally, the Company may retain proxy solicitation firms to encourage greater shareholder
participation if the Company deems it necessary or desirable to do so. The costs of solicitation, which are not
determinable at present, but in any event are not material to the Company, will also be borne by the Company.

How will proxies be voted?

The persons named as proxyholders in the enclosed form of proxy are directors or officers of the Company.

A registered shareholder may direct the manner in which his or her common shares are to be voted or
withheld from voting by marking the form of proxy accordingly. The proxyholders designated in the enclosed
form of proxy will vote or withhold from voting the common shares represented by proxy in accordance with the
instructions of the registered shareholder on any ballot that may be called for, and if the registered shareholder
specifies a choice with respect to any matter to be acted upon, the common shares will be voted accordingly.

Where no instruction is specified by a registered shareholder on a resolution shown on the form of
proxy, or where the instructions are uncertain, the proxyholders designated in the enclosed form of proxy
will vote the common shares “FOR” the resolution.

Can my shares be voted if I don’t return my proxy and don’t attend the Meeting?

If a shareholder does not return its form of proxy for common shares held in street name, the shareholder’s
broker may be able to vote its common shares on the matters scheduled to come before the Meeting. If a
shareholder wants its vote to count in the election of directors, it is critical that the shareholder cast its vote on
“Proposal 1: Election of Directors.” In the past, if a shareholder held its common shares in street name and did
not indicate how it wanted its common shares voted in the election of directors, the shareholder’s broker was
allowed to vote those common shares on the shareholder’s behalf as the broker felt appropriate. Recent changes
in regulation take away the ability of a broker to vote uninstructed common shares in the election of directors on
a discretionary basis. Thus, if a shareholder holds common shares in street name and does not instruct its broker
how to vote in the election of directors, no votes will be cast on the shareholder’s behalf. The broker will,
however, continue to have discretion to vote any uninstructed common shares on “Proposal 2: Appointment of
Auditors” and “Proposal 3: Approval of 2010 Stock Incentive Plan.”

May I revoke my proxy?

Any registered shareholder returning the enclosed form of proxy may revoke the same at any time insofar as
it has not been exercised. In addition to revocation in any other manner permitted by law, a proxy may be
revoked by instrument in writing executed by the registered shareholder or by his or her attorney authorized in
writing or, if the registered shareholder is a corporation, under its corporate seal or by an officer or attorney
thereof duly authorized, and deposited at the registered office of the Company, at any time up to and including
the last business day preceding the day of the Meeting or with the Chair of the Meeting prior to the
commencement of the Meeting. The registered office of the Company is Suite 1200—200 Burrard Street,
Vancouver, British Columbia, Canada V7X 1T2.

How many votes may be cast at the Meeting?

Based on the number of common shares outstanding as of June 7, 2010, up to 85,170,276 votes may be cast
on any matter.



How many common shares must be represented at the Meeting to constitute a “quorum”?

Pursuant to the Company’s Articles and Rule 5620(c) of the NASDAQ Stock Market, Inc. Marketplace
Rules, the quorum for the transaction of business at the Meeting is two persons who are, or who represent by
proxy, shareholders who, in the aggregate, hold at least 33 /3% of the issued shares entitled to vote at the
Meeting. Based on the number of common shares outstanding as of June 7, 2010, the presence in person or by
proxy of 28,390,092 common shares at the Meeting constitutes a quorum.

Abstentions will be counted as votes present for the purposes of determining the presence of quorum for
purposes of the matters to be voted on, but will not be counted as votes cast. Broker non-votes (shares held by a
broker or nominee as to which the broker or nominee does not have the authority to vote on a particular matter)
will not be counted as votes present for purposes of determining the presence of a quorum for purposes of the
matters to be voted on and will not be voted. Accordingly, neither abstentions nor broker non-votes will have any
effect on the outcome of the votes on the matters to be acted upon at the Meeting.

How many votes do I have?

Every registered shareholder who is present in person and entitled to vote at the Meeting shall have one vote
on a show of hands, and on a poll shall have one vote for each common share of which the shareholder is the
registered holder, and such shareholder may exercise such vote either in person or by proxy.

How many votes are required for each of the proposals?
Proposal 1: Election of Directors

Directors must be elected by an affirmative vote of a simple majority of the votes cast at the Meeting on this
Proposal.

Proposal 2: Appointment of Auditors

The appointment of the auditors for the ensuing year and the authorization of the directors to fix the
remuneration to be paid to the auditors requires the affirmative vote of a simple majority of the votes cast at the
Meeting on this Proposal.

Proposal 3: Approval of 2010 Stock Incentive Plan

The approval of the Company’s 2010 Stock Incentive Plan requires the affirmative vote of a majority of
votes cast by disinterested shareholders of the Company (all shareholders excluding directors, officers and 10%
shareholders of the Company and directors and officers of an entity that is itself an insider) at the Meeting on the
Proposal.

How does the Board of Directors recommend I vote?

The Board of Directors recommends you vote “FOR” each of the proposals.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERALS FOR THE
SHAREHOLDER MEETING TO BE HELD ON JULY 29, 2010

This Proxy Statement, the related proxy card and our 2009 Annual Report are available on our website at
www.angiotech.com/investors/proxy.




VOTING SHARES AND PRINCIPAL HOLDERS THEREOF

The authorized capital of the Company consists of 250,000,000 shares without par value divided into
200,000,000 common shares and 50,000,000 Class I Preference shares.

As of June 7, 2010, there were 85,170,276 common shares and no Class I Preference shares issued and
outstanding.

Holders of common shares at the close of business on June 7, 2010 are entitled to receive notice of the
Meeting and to attend and vote thereat, but the failure of any shareholder to receive notice of the Meeting does
not deprive a registered shareholder of the right to vote at the Meeting. Every registered shareholder who is
present in person and entitled to vote at the Meeting shall have one vote on a show of hands, and on a poll shall
have one vote for each common share of which the shareholder is the registered holder as at June 7, 2010, and
such shareholder may exercise such vote either in person or by proxy. Accordingly, holders of common shares
are the only class of the Company’s securities entitled to vote at the Meeting and, assuming no change in the
number of outstanding shares as of the record date, are entitled to a total of 85,170,276 votes.

Beneficial Owners of More than Five Percent

As of June 7, 2010, to the knowledge of the directors and executive officers of the Company, no person or
group beneficially owns, directly or indirectly, or exercises control or direction over, greater than 5% of any class
of voting securities of the Company other than the following:

Amount and Nature of
Beneficial Ownership
(owned or controlled

Name and Address of or directed, directly or
Title of Class Beneficial Holder indirectly) % of ClassV
Common Highland Capital Management, L.P.® 6,354,559 7.5%
Common William L. Hunter, MD, MSc.® 7,036,605 8.2%
Common Interinvest Corporation Inc.® 5,295,850 6.2%

Notes:

(1) In accordance with Rule 13d-3(d)(1) under the Exchange Act, the applicable percentage of ownership for
each person is based on 85,170,276 common shares outstanding as of June 7, 2010, plus any securities held
by such person exercisable for or convertible into common shares within 60 days after the date of this Proxy
Statement.

(2) Derived solely from a Schedule 13G filed with the SEC on February 16, 2010 by Highland Capital
Management, L.P., or Highland, and certain affiliates. The address of Highland, Strand Advisors, Inc. and
James D. Dondero is Two Galleria Tower, 13455 Noel Road, Suite 800, Dallas, Texas 75240. In the
Highland 13G, each of the reporting persons reported shared voting power and shared dispositive power
over 6,354,559 shares.

(3) (@) The address of William L. Hunter and Cathryn Hunter is 1618 Station Street, Vancouver, BC V6A 1B6,
Canada and (ii) the address of Hunter Limited Partnership and K-Bunny Ventures, LTD. is c¢/o Lawson
Lundell LLP, 1600 — 925 Georgia St. W., Vancouver, BC V6C 3L2, Canada. As of June 7, 2010,

(a) William L. Hunter has sole voting power and sole dispositive power over 80,396 shares and shared
voting power and shared dispositive power over 6,956,209 shares, (b) Cathryn Hunter has shared voting
power and shared dispositive power over 6,956,209 shares and (c¢) Hunter Limited Partnership and K-Bunny
Ventures, LTD. have sole voting power and sole dispositive power over 80,396 shares.

(4) Derived solely from a Schedule 13D/A filed with the SEC on January 30, 2009 by Interinvest Corporation
Inc., or Interinvest, and certain affiliates, (i) the address of Interinvest is 192 South Street, Suite 350,
Boston, MA 02111, (ii) the address of Interinvest Consulting Corporation of Canada Limited and Hans P.
Black is 3655 rue Redpath, Montreal, QC H3G 2W8, Canada and (iii) the address of Interinvest (Bermuda)
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Ltd. is 77 Front Street, 3rd Floor, Hamilton HM 12. In the Interinvest 13D/A, (a) Interinvest reported shared
voting power and shared dispositive power over 1,572,150 shares, (b) Interinvest Consulting Corporation of
Canada Limited reported shared voting power and shared dispositive power over 2,582,700 shares,

(c) Interinvest (Bermuda) Ltd. reported shared voting power and shared dispositive power over 1,061,000
shares and (d) Hans P. Black reported shared voting power and shared dispositive power over 5,295,850
shares.

Beneficial Ownership of Directors and Named Executive Officers

As at June 7, 2010, the number of common shares beneficially owned by each director and Named

Executive Officer (defined below) of the Company, or over which each director and Named Executive Officer
exercises control or direction, directly or indirectly, is set out in the following table:

Amount and Nature of
Beneficial Ownership
(owned or controlled
Name and Address of or directed, directly or

Title of Class Beneficial Holder indirectly) % of Class™)
Common William L. Hunter, MD, MSc. 7,036,605 8.2%
British Columbia, Canada
Common David T. Howard 266,453 0.3%
British Columbia, Canada
Common Edward M. Brown 57,500 0.1%
California, U.S.A.
Common Arthur H. Willms 138,260 0.2%
British Columbia, Canada
Common Laura Brege 42,500 0.1%
California, U.S.A.
Common Henry A. McKinnell Jr. 87,500 0.1%
Wyoming, U.S.A.
Common K. Thomas Bailey 414,372 0.5%
Washington, U.S.A.
Common Rui Avelar, MD 409,900“ 0.5%
British Columbia, Canada
Common David D. McMasters, ESQ 374,150 0.4%
Washington, U.S.A.
Common Jeffrey M. Gross, MD 173,911 0.2%
British Columbia, Canada
Notes:
(1) In accordance with Rule 13d-3(d)(1) under the Exchange Act, the applicable percentage of ownership for

2
3)
“
(&)

each person is based on 85,170,276 common shares outstanding as of June 7, 2010, plus any securities held
by such person exercisable for or convertible into common shares within 60 days after the date of this Proxy
Statement.

Dr. Hunter’s holdings include 5,495,435 common shares held indirectly through his wife.

Mr. Willms’ holdings include 260 common shares held indirectly through his wife.

Dr. Avelar’s holdings include 3,684 common shares held indirectly through his wife.

Mr. McMasters’ holdings include 2,000 common shares held indirectly through his wife.

As of June 7, 2010, directors and executive officers of the Company beneficially owned or exercised control

or direction over, directly or indirectly, 9,866,030 common shares representing approximately 11.1% of the
outstanding common shares in the aggregate.



Section 16(a) Beneficial Ownership Reporting Compliance

On June 19, 2009, a Form 3 filed on behalf of Steven Bryant failed to disclose certain options held by
Mr. Bryant. An amended Form 3 correcting this omission was filed on April 16, 2010. We are not aware of any
other person who, at any time during the fiscal year ended December 31, 2009, was a director, officer or
beneficial owner of more than ten percent of the common shares of the Company that failed to file on a timely
basis, reports required by Section 16(a) of the Exchange Act.



PROPOSAL 1: ELECTION OF DIRECTORS

At the Meeting, shareholders will be asked to approve an ordinary resolution electing six directors for the
upcoming year. Directors of the Company are elected at each annual general meeting and hold office until the
next annual general meeting or until their successors are appointed, unless his or her office is earlier vacated. In
the absence of instructions to the contrary or where instructions are uncertain, the enclosed form of proxy
will be voted “FOR” fixing the number of directors at six and “FOR” the proposed nominees herein listed.

Management of the Company proposes to nominate each of the following persons for election as a director.
Information concerning such persons, as furnished by the individual nominees, is as follows:

Number of Common

Name, Age, Province or State Shares beneficially owned
and Country of Residence Principal occupation Director  or controlled or directed,
and Position during the past 5 years Since directly or indirectly
William L. Hunter, MD, MSc. .... September 2002 to present—President 1992 7,036,605®)
British Columbia, Canada & Chief Executive Officer, the

President, Chief Executive Company

Officer and Director

Age: 47

David T.Howard ............... September 2002 to present—Chair of 2000 266,453
British Columbia, Canada the Board of Directors, the Company

Chair of the Board of Directors,

Director)® gg(g)l}i{ 2(1)1(1)3 to June 2005—Chair,
Age: 60 T
Edward M. Brown, MBA ......... June 2007 to present—Managing 2004 57,500
California, U.S.A. Director, TPG Growth
Director(H® June 2004 to June 2007—Managing
Age: 46 Director & Co-founder of Healthcare
Investment Partners
Arthur H. Willms ............... 1999 to present—Independent 2004 138,260
British Columbia, Canada Company Director
Director(H®
Age: 70
Laura Brege, MBA .............. 2006 to present—Executive Vice 2007 42,500
California, U.S.A. President & Chief Operating Officer,
Director(H)® Onyx Pharmaceuticals, Inc.
Age: 52
1999 to 2007—General Partner, Red
Rock Management
Henry A. McKinnell Jr., MBA, .... June 2002 to present—Chairman, 2008 87,500
Ph.D. Accordia Global Health Foundation

Wyoming, U.S.A.
Director(h®
Age: 67

2001 to 2006—Chief Executive
Officer & Chairman of Pfizer Inc.

Notes:

(1) Member of the Company’s Audit Committee.

(2) Member of the Company’s Governance, Nominating and Compensation Committee.

(3) Dr. Hunter’s holdings include 5,495,435 common shares held indirectly through his wife.
(4) Mr. Willms’ holdings include 260 common shares held indirectly through his wife.
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The following are brief biographies of the Company’s nominees. The information presented includes
information each director has given about his or her age, all positions held, his or her principal occupation and
business experience for the last five years, and the names of other publicly-held companies of which he or she
currently serves as a director or has served as a director during the past five years. Also included is a brief
discussion of the specific experience, qualifications, attributes, and skills of each nominee that lead the Board of
Directors to the conclusions that the nominee should serve as a director.

William L. Hunter, MD, MSc., President & Chief Executive Officer, Director. Dr. Hunter is a founder of
the Company, has been Chief Executive Officer of the Company since 1997, and has been a member of the
Company’s scientific and management teams since its inception. He serves as a director of Cardiome Pharma,
Corp. and CombinatoRx Incorporated. Dr. Hunter has been honored with many awards including, most recently,
the 2005 BC Innovation Council’s Cecil Green Award for Science and Technology Entrepreneurship and the
2005 Canadian Venture Capital Association’s Entrepreneur of the Year. He received his Bachelor of Science
Degree from McGill University, Montreal in 1985 and his Masters of Science and Doctor of Medicine Degree
from the University of British Columbia in 1989 and 1992, respectively. Dr. Hunter’s medical knowledge,
research and development experience, commercial acumen and involvement with the Company as a founder and
CEO, as well as his experience serving as a director of other companies, are invaluable to the discussions of the
Board of Directors.

David T. Howard, Chair of the Board of Directors, Director. David Howard joined the Company’s Board
of Directors in March 2000 and became Chair of the Board of Directors in September 2002. Mr. Howard is a
director of Via Pharmaceuticals, Inc., and has served as a director of SemBioSys Genetics, Inc. and SCLOR Inc.
Previously he was CEO, President and Chairman of the Board of SCOLR, Inc., a biopharmaceutical company
located in Redmond, WA. Prior to this, he has served as President and Chief Operating Officer of Novopharm
International, Inc. of Toronto, Ontario and President of Novopharm USA, Inc. Mr. Howard’s industry experience
includes operational and strategic positions with Boehringer Mannheim Canada, where he was Vice President
Pharmaceuticals, and Rhone-Poulenc Pharma in Montreal and Paris, where he was Vice-President Sales and
Marketing. Mr. Howard’s strategic and operational experience as an executive of a biopharmaceutical company,
as well as his substantial prior experience in the pharmaceutical industry, provide the Board of Directors valuable
insight into the Company’s industry.

Edward M. Brown, MBA, Director. Edward (Ned) Brown is a Managing Director of TPG Growth, a
private equity firm, where he focuses on private equity investments in healthcare companies. Prior to joining
TPG Growth, Mr. Brown was a co-founder of Healthcare Investment Partners (“HIP”), a private equity firm
focused exclusively on healthcare investments. Before HIP, Mr. Brown was a Managing Director in the
Healthcare Group of Credit Suisse First Boston, an investment bank, where he led the firm’s West Coast
healthcare effort and was one of the senior partners responsible for the firm’s global life sciences practice.

Mr. Brown has over 23 years of experience as a financial advisor and investor in the healthcare industry.

Mr. Brown also serves on the Board of Directors of Cardiovascular Systems, Inc. Mr. Brown graduated Phi Beta
Kappa, Magna Cum Laude with High Honors from Middlebury College with a B.A. Degree in English and
received his MBA degree from Anderson Graduate School of Management at UCLA. Mr. Brown brings to the
Board of Directors years of experience in advising and providing financing for companies within the healthcare
industry, and provides insight into the Company’s strategic and business development activities.

Arthur H. Willms, MA, Director. Arthur Willms is a Director and retired President and Chief Operating
Officer of Westcoast Energy, Inc. where he held senior executive positions for 24 years. Mr. Willms’ other
directorships are Pacific Northern Gas Ltd., BC Lotteries Corp. and Pristine Power Inc. He is also the Chair of
the Board for the Vancouver Symphony Orchestra. Mr. Willms has been a lecturer in Economics at the
University of Calgary and holds a Bachelor of Arts Degree in Education, a Bachelor of Science Degree in
Mathematics, and a Masters Degree in Economics from the University of Calgary. Mr. Willms is a member of
two audit committees and is the chair of one of these committees. Mr. Willms’ past operational experience as a
senior executive, his experience as a director of companies in a variety of industries, and in particular his service
on several audit committees, provide the Board of Directors financial and accounting expertise.
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Laura Brege, MBA, Director. Ms. Brege is currently Executive Vice President and Chief Operating Officer
at Onyx Pharmaceuticals, Inc., where she is responsible for Sales and Marketing, Medical and Scientific Affairs,
Program Leadership, Technical Operations, Manufacturing, Commercial Operations and Strategy. Onyx
Pharmaceuticals is focused on developing and commercializing innovative cancer treatments. Prior to joining
Onyx Pharmaceuticals, Ms. Brege was a General Partner at Red Rock Management, a venture capital firm
specializing in early stage financing for technology companies. Prior to her work at Red Rock Management, she
was the Senior Vice President and Chief Financial Officer at COR Therapeutics, a biotechnology company that
specialized in drug therapies for cardiovascular disease. While at COR, Ms. Brege was instrumental in helping
the company grow from a research and development start-up to an operations-based enterprise with a
commercialized product. Before joining COR, Ms. Brege was Vice President and Chief Financial Officer at
Flextronics, a multi-billion dollar electronics manufacturer. She was also Vice President and Treasurer of The
Cooper Companies, a Fortune 500 diversified company with operations worldwide. Ms. Brege is also a member
of the Board of Directors of Acadia Pharmaceuticals, Inc. Ms. Brege’s breadth of operational, financial and sales
and marketing experience as both a venture capitalist and in corporate operations provide a valuable sales and
marketing, financial and operational perspective to the Board of Directors with respect to the Company’s own
operations, as well as with respect to established companies within the Company’s industry and to venture-stage
companies in which the Company may invest. Additionally, her experience in growth-stage biotechnology firms
provides valuable insight into implementing research and development strategies for companies within the
Company’s industry.

Henry A. McKinnell Jr., Director. Henry A. McKinnell Jr. is the Chairman of the Governance,
Nominating and Compensation Committee, is a member of the Audit Committee and serves as the lead
independent director of the Board of Directors of Moody’s Corporation. Dr. McKinnell served as Chairman of
the Board of Pfizer Inc., a pharmaceutical company, from May 2001 until his retirement in December 2006 and
Chief Executive Officer from January 2001 to July 2006. He served as President of Pfizer Inc. from May 1999 to
December 2000 and as Executive Vice president from 1992 to 1999. Dr. McKinnell serves a Chairman of the
Board of the Accordia Global Health Foundation. He is Chairman Emeritus of the Connecticut Science Center,
and is a member of the Academic Alliance for AIDS Care and Prevention in Africa. He served as director of
Pfizer Inc. and ExxonMobil Corporation until 2007 and John Wiley & Sons until 2005. Dr. McKinnell’s strategic
and operational experience as an executive of Pfizer Inc., a public pharmaceuticals company, his experiences as a
public company director, as well as his substantial involvement with business and civic organizations, allow the
Board of Directors to draw on his years of experience with publicly traded companies with global operations in
evaluating corporate best practices and strategic decision-making.

For further information on the Board of Directors and any committees thereof and the executive officers of

the Company, see the sections entitled “CORPORATE GOVERNANCE” and “EXECUTIVE
COMPENSATION” in this Proxy Statement.
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PROPOSAL 2: APPOINTMENT OF AUDITORS

The firm of PricewaterhouseCoopers LLP, Chartered Accountants, of 250 Howe Street, British Columbia
(“PWC”) served as independent auditors for the Company for the year ended December 31, 2009. PWC was first
appointed as independent auditors of the Company on June 8, 2006. The Audit Committee pre-approves all
services provided by PWC.

In the absence of instructions to the contrary or where instructions are uncertain, the enclosed form
of proxy will be voted “FOR” the reappointment of PWC as the auditors of the Company to hold office for
the ensuing year at a remuneration to be fixed by the Board of Directors.

The Company has been advised that a representative of PWC will attend the Meeting and will have the
opportunity to make a statement and respond to appropriate questions from shareholders.

The aggregate fees for professional services rendered by the independent auditors, PWC, for the Company
for the years ending December 31, 2009 and December 31, 2008 totaled $1,485,186 and $2,521,565,
respectively, as detailed in the following table. All amounts are in U.S. dollars and have been converted from
Canadian dollars using an average foreign exchange rate for the period indicated:

Year Year
Ended Ended
December 31, December 31,

M 2009 2008
Audit Fees . .. ..o $1,377,038 $1,474,063
Audit-Related FEes . .. ..o oottt e $ — $ 853,763
Tax FEeS . . oo oot $ 54,293 $ 193,738
AlLOther FEEs . ..ot s $ 53,855 $ —

................................................... $1,485,186 $2,521,564

The nature of the services provided by PWC under each of the categories indicated in the foregoing table is
described below.

Audit Fees

Audit fees were for professional services rendered for the audit of the Company’s annual financial
statements (including internal control over financial reporting requirements under Section 404 of the Sarbanes-
Oxley Act of 2002 (“SOX”)), quarterly reviews of interim financial statements and services provided in
connection with regulatory filings or engagements.

Audit-Related Fees

Audit-related fees were for assurance and related services reasonably related to the performance of the audit or
review of the annual statements and are not reported under “Audit Fees” above. For 2008, these fees consisted of
statutory audits of foreign subsidiaries and significant audit activities related to proposed financing transactions.

Tax Fees

Tax fees were for tax compliance, tax advice and tax planning professional services. These services
consisted of tax compliance, including the review of tax returns and tax planning and advisory services relating
to common forms of domestic and international taxation (i.e. income tax, capital tax, goods and services tax,
value added tax and payroll tax).

All Other Fees

In 2009, “All Other Fees” related primarily to services in regards to auditor consents required for the
Company’s S-3 and S-8 filings.
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PROPOSAL 3: APPROVAL OF 2010 STOCK INCENTIVE PLAN

At the Meeting, shareholders will be asked to approve an ordinary resolution authorizing the Company’s
2010 Stock Incentive Plan (the “2010 Stock Incentive Plan) which will replace the Company’s current stock
incentive plan (the “2006 Stock Incentive Plan”). In the absence of instructions to the contrary or where
instructions are uncertain, the enclosed form of proxy will be voted “FOR” authorizing the 2010 Stock
Incentive Plan.

Background

Adoption of the 2010 Stock Incentive Plan is part of the Company’s continuing efforts to build upon and
enhance long term shareholder value. The 2010 Stock Incentive Plan reflects the Company’s commitment to a
long term incentive compensation structure that aligns the interests of our employees and directors with the
interests of our shareholders.

The Company is recommending terminating the use of the 2006 Stock Incentive Plan and adopting the 2010
Stock Incentive Plan in order to:

e facilitate compliance with recently-implemented share ownership guidelines for executive officers and
directors;

. further align the interests of directors, officers, and employees with the interests of shareholders;
e provide additional flexibility in awarding compensation packages to directors, officers and employees;

e extend and expand current stock-based compensation programs beyond the expiration of the five-year
term of the 2006 Stock Incentive Plan; and

e provide the Board of Directors with discretion to award restricted stock units (“RSUs”), deferred stock
units (“DSUs”) and non-tandem stock appreciation rights (“SARs”) in addition to the tandem SARs
and options awardable under the 2006 Stock Incentive Plan.

Other than those changes described above or otherwise herein, the terms of the 2010 Stock Incentive Plan
will be substantially the same as the 2006 Stock Incentive Plan.

Description and Comparison of the 2010 Stock Incentive Plan to the 2006 Stock Incentive Plan

The following summary of the material features of the 2010 Stock Incentive Plan is qualified in its entirety
by the specific language of the 2010 Stock Incentive Plan, a copy of which is attached hereto as Appendix A.

Eligibility—Both the 2006 Stock Incentive Plan and the 2010 Stock Incentive Plan are designed to assist the
Company in attracting, retaining and motivating directors, officers and employees of the Company and will be
administered by the Board of Directors in accordance with the rules and policies of the TSX and NASDAQ.
Under the 2006 Stock Incentive Plan, awards may be granted to directors, officers, employees and other service
providers, including those providing ongoing management or consulting services to the Company (the “Service
Providers”). As of the date hereof, there are approximately five directors, 11 officers, 1,350 employees and 2
other service providers eligible to receive grants of awards. Under the 2010 Stock Incentive Plan, persons eligible
for grants of awards will not be changed. However, it is the Company’s expectation that RSUs and DSUs will
only be granted to officers and directors.

Type of Awards—Under the 2006 Stock Incentive Plan, the Company has the discretion to issue stock
options and tandem SARs. Under the 2010 Stock Incentive Plan, the Company will have the discretion to issue
stock options, SARs (both tandem and non-tandem), RSUs and DSUs. The details of each type of award are
detailed below.
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Stock Options

Limits on Option Issuance—Under the 2006 Stock Incentive Plan, the maximum number of shares
issuable to any one optionee cannot exceed 5% of the total number of issued and outstanding common
shares of the Company on a non-diluted basis. In addition, the number of common shares which may be
reserved for issue pursuant to options granted to insiders of the Company cannot exceed 20% of the total
number of issued and outstanding common shares of the Company on a non-diluted basis. These limitations
will not apply under the 2010 Stock Incentive Plan. The number of options issuable under the 2010 Stock
Incentive Plan is described below under “—Shares Issuable Under the 2010 Stock Incentive Plan.”

Option Exercise Price—Under both the 2006 Stock Incentive Plan and the 2010 Stock Incentive Plan,
the exercise price of each option is fixed in either Canadian or U.S. dollars by the Board of Directors and
may not be less than the closing price of the Common shares on the TSX or the NASDAQ, as applicable, for
the last day common shares were traded prior to the date the option was granted. As of June 14, 2010, the
closing price of a common share on the NASDAQ was U.S.$0.87, and the closing price of a common share
on the TSX was CDN$0.92.

Exercise Period—Under the 2006 Stock Incentive Plan, options are exercisable on the 5th anniversary
of their date of grant, unless terminated earlier in accordance with their terms. Under the 2010 Stock
Incentive Plan, options will be exercisable until the 7th anniversary of their date of grant, unless terminated
earlier in accordance with their terms.

Vesting of Options—Under both the 2006 Stock Incentive Plan and the 2010 Stock Incentive Plan,
options vest over time as determined by the Board of Directors. If a Change of Control (as defined below)
occurs, the options may vest immediately.

SARs—Under the 2006 Stock Incentive Plan, the Board of Directors is authorized to issue tandem SARs in
connection with all or a portion of the existing outstanding options granted thereunder. Tandem SARs provide
the optionee with the right to surrender vested options for termination in return for common shares with a market
value equal to the net proceeds that the optionee would have otherwise received had such optionee exercised the
vested options and immediately sold the underlying common shares.

Under the 2010 Stock Incentive Plan, the Board of Directors will no longer be restricted to the issuance of
only tandem SARs. The Board of Directors is authorized to issue SARs either in tandem with an option, or with a
notional exercise price and unrelated to any option. If unrelated to any option, each holder of the SAR is entitled
to receive the number of shares equal to (x) the difference between (A) the notional exercise price attached to
each SAR at the time of grant and (B) the current fair market value of a common share on such date (as
determined by the closing price of a common share during normal trading hours on either the TSX or NASDAQ
for such date or the last preceding date on which there was a sale of common shares on the TSX or NASDAQ, as
applicable), multiplied by (y) the number of SAR units exercised. The Board of Directors has discretion to set the
notional exercise price of each SAR, provided that such notional exercise price is not less than the closing price
of a common share on the TSX or NASDAQ on the date prior to the grant. SARs issued under the 2010 Stock
Incentive Plan expire on the 7th anniversary of their date of grant, unless terminated earlier in accordance with
their terms, and vest as determined by the Board of Directors on the date of grant.

RSUs—RSUs entitle holders to receive to one common share on the date of issuance upon satisfaction of
vesting or other criteria. No RSUs were authorized under the 2006 Stock Incentive Plan. Under the 2010 Stock
Incentive Plan, the Board of Directors has discretion to issue RSUs. RSUs granted pursuant to the 2010 Stock
Incentive Plan will vest as determined by the Board of Directors on the date of the grant, but in no event later
than three years following the date of grant. Once vested, holders of RSUs may generally elect a date to receive
payment, provided that (i) payments must be made to U.S. holders immediately after an award has vested, and
(ii) pursuant to Canadian law, payments must be made to holders no later than the end of the third calendar year
following the grant date. Upon the payment date, holders must pay in full any amounts required to be withheld by
the Company for taxes in connection with the payment or settlement of the RSU. In its discretion, the Board of
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Directors may include in any award of RSUs a dividend equivalent right entitling the participant to receive
consideration equal to any dividends paid on the common shares while the RSUs are outstanding.

DSUs— DSUs entitle holders to receive one common share on the date of issuance upon satisfaction of
vesting or other criteria (including, without limitation, the conclusion of the holder’s service as a director, officer,
or employee of the Company). No DSUs were authorized under the 2006 Stock Incentive Plan. Under the 2010
Stock Incentive Plan, the Board of Directors has discretion to issue DSUs. DSUs granted pursuant to the 2010
Stock Incentive Plan will vest as determined by the Board of Directors on the date of the grant. Upon the
payment date, holders must pay in full any amounts required to be withheld by the Company for taxes in
connection with the payment or settlement of the DSU. In its discretion, the Board of Directors may include in
any award of DSUs a dividend equivalent right entitling the participant to receive consideration equal to any
dividends paid on the common shares while the DSUs are outstanding.

Shares Issuable Under the 2010 Stock Incentive Plan— The 2006 Stock Incentive Plan provides for the
issuance of options and tandem SARs to purchase up to 13,937,756 common shares, representing approximately
16.46% of the issued and outstanding shares of the Company at the time the 2006 Stock Incentive Plan was
adopted and 16.36% of the present issued and outstanding shares, being 85,170,276 as at June 7, 2010. The 2010
Stock Incentive Plan provides for the issuance of options, SARs, RSUs, and DSUs to with respect to an amount
equal to the sum of (x) the total number of common shares available for issuance under the 2006 Stock Incentive
Plan on the date that the 2010 Stock Incentive Plan is implemented (3,391,473, if enacted on the date hereof,
representing approximately 3.98% of the issued and outstanding shares of the Company as of the date hereof),
plus (y) any additional common shares that would otherwise have become issuable under the 2006 Stock
Incentive Plan as the result of the future forfeiture, surrender, cancellation or termination of any currently
outstanding awards made under the 2006 Stock Incentive Plan (10,328,155, if enacted on the date hereof,
representing approximately 12.13% of the issued and outstanding shares of the Company as of the date hereof).
The maximum number of common shares issuable under the 2010 Stock Incentive Plan is not allocated amongst
the four award types; the directors will determine how many of each award type to grant. On and after the date on
which the 2010 Stock Incentive Plan is implemented, the Company shall not issue any further options under the
2006 Stock Incentive Plan.

The number and exercise price of options or SARs granted under the 2006 Stock Incentive Plan and the
number and exercise price, if applicable, of options, SARs, RSUs and DSUs granted under the 2010 Stock
Incentive Plan and the number of shares issuable under the 2010 Stock Incentive Plan may adjust if any share
reorganization, special distribution or corporate reorganization occurs, subject to the approval of the TSX, the
NASDAQ and any other governmental authority having jurisdiction.

The maximum number of shares which may be issuable pursuant to options or SARs granted under the 2010
Stock Incentive Plan to a participant in one calendar year shall be 4,000,000, subject to the adjustment provisions
described above. The maximum aggregate number of shares (as described above) that are issuable under the 2010
Stock Incentive Plan may be granted in the form of incentive stock options or such other combination of awards
as determined by the Board of Directors.

Separation from Service—If a holder dies, becomes disabled or retires while holding any awards, then
vested stock options and SARs generally remain exercisable for one year (unless they expire earlier in
accordance with their terms) and vested RSUs and DSUs are generally paid out immediately. If a holder is
terminated for cause or voluntarily resigns, all outstanding awards are generally immediately cancelled. In all
other circumstances, the holder generally has 90 days after termination to exercise any vested awards, unless
such awards terminate earlier in accordance with their terms. All unvested awards are forfeited.

Change of Control—While the 2006 Stock Incentive Plan provides for vesting of awards upon the
occurrence of a Change of Control (a “single trigger”), under the 2010 Stock Incentive Plan, awards generally

vest and become fully exercisable if the holder is terminated without cause within two years following a Change
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of Control (a “double trigger”). In the event of any Change of Control where awards are not assumed (or
substituted) by the surviving corporation, the Board of Directors may, in its sole discretion, generally (i) provide
that awards shall become fully vested, (ii) determine that any or all outstanding awards granted under the plan
will be canceled and terminated and that in connection with such cancellation and termination the holder of the
award may receive for each share subject to (A) a stock option or SAR, a cash payment (or the delivery of shares
of stock, other securities or a combination of cash, stock and securities equivalent to such cash payment) equal to
the difference, if any, between the consideration received by the Company’s shareholders in respect of a share in
connection with such transaction and the exercise price of the stock option or SAR, multiplied by the number of
shares subject to the stock option or SAR or (B) subject to an RSU or DSU, a cash payment (or the delivery of
shares of stock, other securities or a combination of cash, stock and securities equivalent to such cash payment)
equal to the consideration received by the Company’s shareholders in conjunction with the transaction or

(iii) provide that the period to exercise stock options and SARs granted under the plan shall be extended (but not
beyond their expiration date). For purposes of the 2010 Stock Incentive Plan, “Change of Control” means

(a) more than 50% of the incumbent members of the Board of Directors being replaced without the approval of
the Board of Directors in existence prior to such change, (b) the acquisition of ownership or control or direction
of more than 50% of the voting shares of the Company by one holder or a group of holders acting in concert,

(c) the disposition of all or substantially all of the assets of the Company pursuant to a merger, consolidation or
other transaction, (d) the adoption of a resolution to wind-up, dissolve, or liquidate the Company, or (e) a
consolidation, merger, amalgamation, arrangement or other reorganization or acquisition of the Company in
which the holders of the voting shares of the Company hold less than 50% of the voting shares after completion
of the transaction.

Blackout Provisions—If any deadline under the 2010 Stock Incentive Plan would otherwise require an
action to be taken during a period when the Company has instituted an internal “blackout” period which
precludes the holder from trading the securities of the Company, such deadline will be extended to date which is
10 days after the end of such blackout period.

Financial Assistance—Under the 2010 Stock Incentive Plan, the Company will not lend money or provide
any financial assistance to officers or directors.

No Assignment or Transfer-No participant may assign or transfer any of his or her rights or awards under
the 2010 Stock Incentive Plan, except for estate planning purposes.

Amendments to the Plan—The 2010 Stock Incentive Plan contains detailed provisions indicating the types
of amendments which may be made to the plan or to the terms of any outstanding awards without prior
shareholder approval (as well as those that may be made with the approval of all or disinterested shareholders).
Amendments which may be made without shareholder approval include altering vesting terms, acceleration of
the expiration date of an award, amending definitions or the mechanics of exercise and effecting certain
“housekeeping” amendments or amendments necessary to comply with regulatory of stock exchange rules.
Shareholders should carefully review Section 12.4 of the 2010 Stock Incentive Plan for a full description of these
amendments.

Administration—The 2010 Stock Incentive Plan will be administered and interpreted by the Board of
Directors, which has the full and final authority in its discretion, but subject to the provisions of the plan and any
award agreement, to interpret the 2010 Stock Incentive Plan and each award agreement, to prescribe, amend and
rescind rules and regulations relating to the 2010 Stock Incentive Plan and the award agreements, to make all
other determinations deemed necessary or advisable in respect of the 2010 Stock Incentive Plan and the award
agreements and to determine the terms and conditions of each award subject to the terms of the 2010 Stock
Incentive Plan. The interpretation and construction of any provision of the 2010 Stock Incentive Plan or any
award agreement by the Board of Directors shall be final and conclusive. The Board of Directors may delegate
any or all of its authority hereunder to a committee of the Board of Directors.
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U.S. Federal Income Tax Considerations

The following is a brief description of the U.S. federal income tax consequences generally arising with
respect to the grant of stock options and stock appreciation rights. This summary is not intended to constitute tax
advice and is not intended to be exhaustive and, among other things, does not describe state, local or foreign tax
consequences.

Incentive Stock Options.

The recipient of an incentive stock option will not be required to recognize income for federal income tax
purposes on the grant or exercise of such option, and the Company and its subsidiaries will not be entitled to a
deduction. However, the excess of the fair market value of the Company’s common stock received on the date of
exercise over the exercise price paid will be included in the recipient’s alternative minimum taxable income. The
recipient’s basis in shares of the Company’s common stock received on exercise will be equal to the exercise
price, and the recipient’s holding period in such shares will begin on the day following the date of exercise.

If an optionee does not dispose of the Company’s common stock acquired upon exercise within either the
one-year period beginning on the date of exercise or the two-year period beginning on the date of grant of the
incentive stock option, then any gain or loss realized by the optionee upon the subsequent disposition of such
shares will be taxed as long-term capital gain or loss. In such event, no deduction will be allowed to the
Company or any of its subsidiaries. If the optionee disposes of the Company’s common stock within the one-year
or two-year periods referred to above (a “disqualifying disposition”), the optionee will recognize ordinary
income at the time of disposition in an amount equal to the excess of the fair market value of the Company’s
common stock on the date of exercise over the exercise price (or, if less, the net proceeds of the disposition), and
the Company or one of its subsidiaries will generally be entitled to a corresponding deduction. Any excess of the
amount realized on the disqualifying disposition over the fair market value of the shares on the date of exercise
will be taxable as capital gain. If the amount realized is less than the exercise price, and the loss sustained on the
disqualifying disposition would otherwise be recognized, the optionee will not recognize any ordinary income
from the disposition and instead will recognize a capital loss.

Non-Qualified Stock Options and Stock Appreciation Rights.

The recipient of a stock option or a stock appreciation right will not be required to recognize income for
federal income tax purposes upon the grant of such award, and the Company and its subsidiaries will not be
entitled to a deduction. Upon the exercise of an option or a stock appreciation right, the recipient will recognize
ordinary income in the amount by which the fair market value of the Company’s common stock at the time of
exercise exceeds the exercise price, and the Company or one of its subsidiaries will be entitled to a corresponding
deduction. The recipient’s basis in the Company’s common stock received will equal the fair market value of the
shares on the exercise date, and the recipient’s holding period will begin on the day following the exercise date.

The recipient of a stock option or stock appreciation right should not be subject to Canadian tax as long as
he is a non-resident of Canada and he does not provide employment services in Canada.

Section 162(m).

With regard to stock options and stock appreciation rights, any entitlement to a tax deduction on the part of
the Company or its subsidiaries is subject to the applicable tax rules, including, without limitation,
Section 162(m) of the Internal Revenue Code. In general, Section 162(m) of the Code denies a publicly held
corporation a deduction for federal income tax purposes for compensation in excess of $1 million per year per
person to its “covered employees,” subject to certain exceptions. The 2010 Stock Plan is intended to satisfy the
“performance-based compensation” exception under Section 162(m) of the Code with respect to stock options
and stock appreciation rights.
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New Plan Benefits

Future benefits under the 2010 Stock Incentive Plan will be granted at the discretion of the Board of
Directors, and are therefore not currently determinable.

During 2009, stock options and tandem SARs were granted under the 2006 Stock Incentive Plan to the
named executive officers as set forth under “Executive Compensation—Summary Compensation Table” and
“—QGrants of Plan-Based Awards.” In addition, in 2009, 1,555,000 options and tandem SARs were granted to
employees and Service Providers other than the named executive officers under the 2006 Stock Incentive Plan.

Recommendation and Vote Required

The Board of Directors recommends a vote FOR the adoption of the new 2010 Stock Incentive Plan.

Since the 2010 Stock Incentive Plan does not contain restrictions on insider participation that would
otherwise limit the number of shares issuable to insiders of the Company, the rules of the TSX require that the
2010 Stock Incentive Plan must be approved by a majority of votes cast by disinterested shareholders of the
Company (all shareholders excluding directors, officers and 10% shareholders of the Company and directors and
officers of an entity that is itself an insider). The full text of the proposed ordinary resolution is set out in
Appendix B hereto.

Any shares beneficially owned by insiders will not be counted in the vote. To the best of the Company’s
knowledge, as of the date hereof, the total number of shares which will be withheld from voting on this resolution
is 6,270,951. For more information, please refer to the text of the proposed 2010 Stock Incentive Plan, a copy of
which is attached hereto as Appendix A.
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CORPORATE GOVERNANCE

Good governance is an important factor in the effective operation of the Company. Shareholders expect, and
are entitled to, a Board of Directors that capably represents their interests in overseeing management.

The Company’s Board of Directors is strongly committed to the corporate governance requirements of the
Canadian and United States securities commissions and stock exchanges, including SOX. The Company
considers these sources in reviewing, and revising where necessary, its corporate governance practices. We were
compliant with the SOX section 404 internal control over financial reporting requirements for the years ended
December 31, 2009 and December 31, 2008.

The following disclosure has been prepared in accordance with the requirements of NASDAQ and the SEC.
The Company believes that it meets or exceeds all applicable corporate governance requirements and will
continue to be proactive in complying with new or evolving corporate governance standards.

For each of the past ten years, none or our directors or executive officers has been a director or officer of
another issuer which, while that person was acting in that capacity or within one year of that person ceasing to act
in that capacity, became bankrupt or made a proposal under any legislation relating to bankruptcy or insolvency
or was subject to or instituted any proceedings, arrangements or compromises with creditors or had a receiver,
manager or trustee appointed to hold its assets.

There are no family relationships among the directors and executive officers of the Company.

The Board of Directors

Our Board of Directors currently consists of five independent members and one executive member. The
following sets out the identity of our independent and non-independent directors together with a list of the other
reporting issuers of which our directors are also a director.

Other Reporting Issuers Of Which Director
Is Also A Director Or Has Been a Director

Name of Director Independent/Non-Independent In The Last Five Years

William L. Hunter Non-Independent Cardiome Pharma, Corp; CombinatoRx, Incorporated
(f/k/a Neuromed Pharmaceuticals, Inc.)

David T. Howard (Chair) Independent SemBioSys Genetics, Inc.; Via Pharmaceuticals, Inc.,
SCLOR Inc.

Edward M. Brown Independent Cardiovascular Systems Inc.

Laura Brege Independent Acadia Pharmaceuticals, Inc.

Arthur H. Willms Independent Pacific Northern Gas Ltd.; BC Lotteries Corp.,

Pristine Power Inc.

Henry A. McKinnell Jr. Independent Moody’s Corporation, Pfizer Inc., ExxonMobil
Corporation, John Wiley & Sons

The role of Chair of the Board of Directors is held by David Howard, an independent director, and is
separate from the role of the Chief Executive Officer in recognition of the different responsibilities fulfilled by
the Chief Executive Officer and the Chair of the Board of Directors. The Chief Executive Officer is responsible
for setting the strategic direction for the Company and for the day-to-day leadership and performance of the
Company.

The role of the Chair of the Board of Directors is set forth in the Company’s Corporate Governance
Guidelines, and includes facilitating communications between and among directors, committee chairs and other
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directors and between the Board of Directors and Chief Executive Officer, presiding at all meetings of the Board
of Directors and executive sessions of the independent directors, assisting in evaluations of the Board of
Directors, its committees and its individual directors, and such other responsibilities as the Board of Directors
may direct from time to time. The Chair of the Board of Directors sets the agenda for meetings of the Board of
Directors, including directing the Board of Directors in its oversight and evaluation of the Company’s
performance. The Company’s Corporate Governance Guidelines, which is available on the Company’s website at
www.angiotech.com, outlines responsibilities of the Company’s Board of Directors, and identifies the personal
and professional conduct expected of the directors. Independent directors also chair the two committees of the
Board of Directors. The Board of Directors has not developed written position descriptions for the Chair of each
committee. The Chair of each Board of Directors committee establishes the responsibilities of the committee as
contained in each committee’s charter and leads the fulfillment of the committee’s mandate as outlined in each
committee’s charter.

William Hunter is not independent because of his position as President and Chief Executive Officer of the
Company. The Board of Directors has developed a written position description for the Chief Executive Officer of
our Company. We believe that while Dr. Hunter is not independent, his position at the Company and his
knowledge of the operations and business of the Company are essential to the other directors and enhance the
effectiveness of the Board of Directors. Each director brings unique experiences and skills in providing oversight
and governance, as described in “Proposal 1: Election of Directors.” All committees of the Board of Directors
consist solely of independent directors.

Under both SOX and the NASDAQ rules, the independence of a director is determined based upon certain
criteria which evaluate whether the director has a relationship with the Company that would interfere with the
exercise of the director’s independent business judgment. At present, if the nominees for election as directors are
approved at the Meeting, five out of six of the Company’s directors would be considered independent under these
rules.

The independent directors excuse the non-independent director and members of management for a portion
of each meeting. The independent directors held four meetings during the year ended December 31, 2009.

Set out below is the attendance record for each of our directors for all Board of Directors and committee
meetings held during the year ended December 31, 2009, including one special meeting devoted to the
Company’s corporate strategy and direction:

Attendance at Board of

M Directors Meetings
William L. Hunter 12 of 12 meetings attended
David T. Howard 12 of 12 meetings attended
Edward M. Brown 10 of 12 meetings attended
Laura Brege 12 of 12 meetings attended
Arthur H. Willms 11 of 12 meetings attended
Henry A. McKinnell Jr. 11 of 12 meetings attended
Notes:

(1) The overall attendance was 94% at Board of Directors meetings.
There is no formal policy that requires directors to attend the annual general meeting. However, the
Company encourages each director to attend the meeting. All members were present at the Company’s 2009

annual general meeting.
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Effective June 4, 2009, the Company consolidated the Compensation Committee and the Governance and
Nominating Committee. Set out below is the attendance record for each of our directors for all committee
meetings held during the period January 1, 2009 to September 30, 2009:

Director®
William L. Hunter
David T. Howard

Edward M. Brown

Laura Brege

Arthur H. Willms

Henry A. McKinnell Jr.

Set out below is the attendance record for each of our directors for all committee meetings held during the

Committee

Attendance at
Committee Meetings

N/A

Audit
Compensation
Governance and Nominating

Audit
Compensation
Governance and Nominating

Audit
Governance and Nominating

Audit
Compensation
Governance and Nominating

Audit
Governance and Nominating

period October 1, 2009 to December 31, 2009:

Director®
William L. Hunter
David T. Howard

Edward M. Brown

Laura Brege

Arthur H. Willms

Henry A. McKinnell Jr.

Notes:

Committee

N/A

3 of 3 meetings attended
3 of 3 meetings attended
2 of 2 meetings attended

1 of 1 meeting attended
2 of 3 meetings attended
2 of 2 meetings attended

1 of 1 meeting attended
1 of 1 meeting attended

3 of 3 meetings attended
3 of 3 meetings attended
2 of 2 meetings attended

1 of 1 meeting attended
1 of 1 meeting attended

Attendance at
Committee Meetings

N/A

Audit
Governance, Nominating and
Compensation

Audit
Governance, Nominating and
Compensation

Audit
Governance, Nominating and
Compensation

Audit
Governance, Nominating and
Compensation

Audit
Governance, Nominating and
Compensation

(1) The overall attendance for 2009 was 98% at Committee meetings.
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2 of 2 meetings attended
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2 of 2 meetings attended
3 of 3 meetings attended

2 of 2 meetings attended
3 of 3 meetings attended
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3 of 3 meetings attended



Role of the Board of Directors

The Board of Directors has overall responsibility for the conduct of the business and affairs of the Company
and discharges this responsibility both directly and through delegating certain authority to committees of the
Board of Directors and to senior management of the Company. The Board of Directors’” written mandate is set
out in the Company’s Corporate Governance Guidelines, which is available on the Company’s website at
www.angiotech.com.

The direct responsibilities of the Board of Directors include:

e choosing the Company’s Chief Executive Officer, who is responsible for setting the strategic direction
for the Company and for the day-to-day leadership and performance of the Company, and overseeing
key executive succession plans with the advice and assistance of the Chief Executive Officer and of the
Governance, Nominating and Compensation Committee;

e developing and overseeing the implementation of the Company’s corporate objectives, financial plans
and budgets and of the Company’s strategic plan which takes into account an identification of business
opportunities and business risk;

*  monitoring and assessing the Company’s performance in meeting both short and long-term goals
established by the Board of Directors;

*  monitoring and assessing the Company’s legal and regulatory compliance and risk management
programs;

e directly reviewing and approving major transactions proposed by management;

e reviewing reports and recommendations from committees of the Board of Directors with respect to
matters such as succession planning, adequacy of the Company’s internal controls, disclosure controls
and preparation of financial statements, and giving necessary directions to management; and

e reviewing the content of significant communications with shareholders and the investing public,
including the 10-K, 10-Qs, annual reports, annual information forms and quarterly and annual financial
statements and related management’s discussion and analysis.

To ensure directors exercise independent judgment in considering transactions and agreements in respect of
which directors or management have a material interest, the directors or management, with the material interest,
do not participate in the negotiations or approvals process.

In addition, each year the Board of Directors (with the assistance of the Governance, Nominating and
Compensation Committee) formally reviews its own performance, the performance of each committee of the
Board of Directors, the performance of the Chair of the Board of Directors and the performance of the Chief
Executive Officer. The performance of individual directors is reviewed annually by the Chair of the Board of
Directors. Each director completes a questionnaire that provides both qualitative and quantitative feedback on the
performance of the Board of Directors and each Committee. The responses are compiled by the Chair of the
Board of Directors and provided to the Governance, Nominating and Compensation Committee. This Committee
reviews the responses and submits a report and action plan for board improvement to the Board of Directors.
Where necessary the Chair of the Board of Directors will perform one-on-one interviews with directors whose
performance is unsatisfactory.

The Company has adopted a code of ethics for our Chief Executive Officer, Chief Financial Officer and
Senior Vice President of Finance. In addition, the Company has also adopted a guide of business conduct for our
employees. The current code of ethics and the guide of business conduct are available on the Company’s website
at www.angiotech.com. Management reports violations of the codes and any remedial actions it has taken to the
Board of Directors.
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Risk Management

The Board of Directors’ role in the risk management process is to oversee and monitor the Company’s risk
management programs. The Board of Directors reviews information regarding the Company’s finances and
operations, as well as the risks associated with each. The Company’s Governance, Nominating and
Compensation Committee is responsible for overseeing the management of risks relating to the Company’s
compensation plans and arrangements, as well as risks associated with the independence of the Board of
Directors and potential conflicts of interest. The Audit Committee oversees the process by which the Company’s
senior management assesses and manages exposure to, and management of, financial risks. While each
committee is responsible for evaluating certain risks and overseeing the management of such risks, the entire
Board of Directors is regularly informed about such risks.

Compensation of Directors

Amounts paid to non-executive directors during the year ended December 31, 2009 are presented in the
table below.

Change in
pension value
Non equity and
Fees earned incentive nonqualified All
or paidin  Stock Option plan deferred other
cash awards awards compensation compensation compensation Total
Name ($)» ($) ($)® ($) earnings ($) $)
David T. Howard ........... $99,092 —  $20,278 — — — $119,370
Hartley T. Richardson® . ..... $18.264 — $ 0 — — — $ 18,264
Edward M. Brown .......... $67,200 —  $19,791 — — — $ 86,991
Arthur H. Willms ........... $80,300 —  $20,278 — — — $100,578
LauraBrege ............... $63,259 —  $19,791 — — — $ 83,050
Henry McKinnell ........... $67,602 —  $19,791 — — — $ 87,393

Notes:

(1) Includes fees for Board of Directors and committee membership.

(2) Represents the grant date fair value of option awards as per amounts recorded in the 2009 annual financial
statements under Financial Accounting Standards Board Accounting Standards Codification Topic 718,
Compensation—Stock Compensation (“FASB ASC 718”).

(3) Mr. Richardson did not stand for reelection at the Company’s 2009 annual general meeting held on June 4,
20009.

For the period January 1, 2009 to November 4, 2009, each director who was not an employee (“a
non-employee director””) was paid in quarterly installments as follows:

Chair of the Board of Directors retainer .................... CDN$50,000 per annum
Board of Directors member retainer ....................... CDN$30,000 per annum
Committee Chair retainer ...............c.ouiiiiiiunnnnn. CDN$5,000 per annum

Board of Directors and Committee attendance fee ............ CDN$2,000 per meeting

Effective November 5, 2009, the Company revised the fee structure such that each non-employee director
was paid in quarterly installments as follows:

Chair of the Board of Directors retainer .................... $75,000 per annum
Board of Directors member retainer ....................... $35,000 per annum
Committee Chairretainer ..................couiiinnnennn. $20,000 per annum
Board of Directors and Committee attendance fee ............ $2,000 per meeting
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Historically, upon initially being elected or appointed to the Board of Directors, each independent director
was typically granted an option to purchase 10,000 common shares of the Company. On a semi-annual basis
thereafter, occurring at the time of the annual general meeting of the Company and December 1 of each year, if
he or she continued to be an independent director of the Company, he or she was normally granted a further
option to purchase 5,000 common shares. Options granted are typically exercisable for a period of five years
from the grant date, are granted at market price and typically vest over a period of six or 12 months.

Going forward, upon initially being elected or appointed to the Board of Directors, each independent
director will be granted an option to purchase 25,000 common shares of the Company. On a semi-annual basis
thereafter, occurring at the time of the annual general meeting of the Company and December 1 of each year, if
he or she continues to be an independent director of the Company, he or she will be granted a further option to
purchase 12,500 common shares. Options granted are typically exercisable for a period of five years from the
grant date, are granted at market price and typically vest over a period of six or 12 months.

For year ended December 31, 2009, the independent directors of the Company were paid approximately
$396,000 in aggregate for their service on the Board of Directors. Independent directors of the Company were
issued 87,500 stock options in aggregate during the year ended December 31, 2009.

The compensation of independent directors is reviewed annually. The Governance, Nominating and
Compensation Committee reviewed data on the amount of directors’ compensation and the market rates for
comparable companies with a similar size capitalization and complexity in the U.S. and Canadian medical device
and specialty pharmaceutical industry. Based on this information, the Governance, Nominating and
Compensation Committee provides a report to the Board of Directors recommending any changes to
compensation.

Orientation and Continuing Education of Board of Directors Members

When new directors are appointed to the Board of Directors, they are provided with a directors’ orientation
package. This includes information on Board of Directors organization and membership, meeting schedules,
Board of Directors and committee charters, Board of Directors evaluation and compensation, directors’ and
officers’ insurance, responsibility of key management and functions, corporate structure, corporate policies,
current annual and quarterly financial statements, recent public disclosure documents and the Company’s current
strategic plan.

Each director is responsible for keeping informed about the Company’s business and relevant developments
outside the Company which affect its business. Management assists directors by providing them with regular
updates on relevant developments and other information which management considers of interest to the Board of
Directors. Continuing education on director governance and education is both encouraged and funded by the
Company.

Committees of the Board of Directors

There are currently two committees of the Board of Directors: the Audit Committee and the Governance,
Nominating and Compensation Committee. All directors of the Company, other than Dr. Hunter, are members of
each of the two committees.

Each committee operates in accordance with its Board of Directors-approved charter. The Board of
Directors may create a new committee or disband a current committee whenever it considers it advisable to do
so, provided that the Company must always have an Audit Committee. From time to time, the Board of Directors
will establish ad hoc committees to consider special or unusual matters.
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Committee Chairs, in consultation with members, determine the frequency of meetings for each committee,
provided that a committee must at all times comply with its charter. The agenda for each meeting is established
by the committee Chair in consultation with appropriate members of management. Each committee reports to the
full Board of Directors with respect to each of its meetings.

Committee members are appointed annually following the Company’s annual general meeting. The
Governance, Nominating and Compensation Committee provides recommendations to the Board of Directors in
respect of all such appointments.

The following is a description of the composition and mandate for each of the committees of the Board of
Directors.

Audit Committee

The charter for the Audit Committee requires that it be comprised of at least three unrelated and
independent directors. The Audit Committee is comprised of five members—Arthur Willms (Chair), David
Howard, Edward Brown, Laura Brege and Henry McKinnell. All of the members of the Audit Committee are
independent of management (see “—The Board of Directors” for a description of the relationship each member
has to the Company). Until he declined to run for reelection as a director at the annual general meeting on June 4,
2009, Hartley Richardson was a member of the Audit Committee. All Audit Committee members are required to
be financially literate and at least one member is required to have accounting or related financial management
expertise.

Our Board of Directors has determined that it has at least one audit committee financial expert serving on its
Audit Committee. Mr. Arthur Willms has been determined by the Board of Directors to meet the “audit
committee financial expert” criteria prescribed by the SEC and is independent, as that term is defined by the
NASDAQ’s listing standards applicable to the Company. The SEC has indicated that the designation of
Mr. Willms as an audit committee financial expert does not make him an “expert” for any purpose, impose any
duties, obligations or liability on him that are greater than those imposed on other members of the Audit
Committee and the Board of Directors who do not carry this designation, or affect the duties, obligations or
liability of any other member of the Audit Committee.

The Audit Committee Charter is available on the Company’s website at www.angiotech.com.

Report of the Audit Committee

The following Report of the Audit Committee does not constitute soliciting material and should not be
deemed filed or incorporated by reference into any other filing under the U.S. Securities Exchange Act of 1934,
as amended (the “Exchange Act”), except to the extent the Company specifically incorporates this Report by
reference therein.

The Audit Committee assists the Board of Directors in fulfilling its oversight responsibility to shareholders,
potential shareholders, the investment community and others with respect to the Company’s financial statements,
financial reporting process, systems of internal accounting and disclosure controls, performance of the external
auditors and risk assessment and management. The Audit Committee has the power to conduct or authorize
investigations into any matters within its scope of responsibilities, with full access to all books, records, facilities
and personnel of the Company, its auditors and its legal advisors. In connection with such investigations or
otherwise in the course of fulfilling its responsibilities under its charter, the Audit Committee has the authority to
independently retain special legal, accounting, or other consultants to advise it. In fulfilling its oversight
responsibilities, the Audit Committee reviewed and discussed with management the audited financial statements
for the year ended December 31, 20009 filed with the Canadian securities commissions and the SEC.
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Management is responsible for the Company’s financial reporting process including its system of internal
controls, and for the preparation of its consolidated financial statements in accordance with generally accepted
accounting principles. The Company’s independent auditors are responsible for auditing those financial
statements. The Company’s independent auditors are accountable to the Board of Directors and to the Audit
Committee. The Board of Directors, through the Audit Committee, has the ultimate responsibility to evaluate the
performance of the independent auditors, and through the shareholders, to appoint, replace and compensate the
independent auditors. The Audit Committee pre-approves all services provided by the Company’s independent
auditors. The Audit Committee may delegate to one or more independent committee members the authority to
pre-approve non-audit services provided that the pre-approval is presented to the Audit Committee at the first
scheduled meeting following such pre-approval.

The Audit Committee reviewed with the independent auditors, who are responsible for expressing an
opinion on the conformity of the Company’s audited financial statements with United States generally accepted
accounting principles, the auditors’ judgments as to the quality, not just the acceptability, of the Company’s
accounting principles and such other matters as are required to be discussed with the Audit Committee under
Canadian and United States generally accepted auditing standards. The Audit Committee has received the written
disclosures and the letter from the independent auditors required by applicable requirements of the Public
Company Accounting Oversight Board regarding the independent auditors’ communications with the Audit
Committee concerning independence. In addition, the Audit Committee has discussed with the independent
auditors their independence from the Company.

The Audit Committee also discussed with the Company’s independent auditors the overall scope and plans
for their audit. The Audit Committee meets with the independent auditors, with and without management present,
to discuss the results of their examination, their evaluations of the Company’s internal controls, and the overall
quality of the Company’s financial reporting. The Audit Committee held five meetings during the year ended
December 31, 2009.

In reliance on the reviews and discussions referred to above, the Audit Committee recommended to the
Board of Directors (and the Board of Directors approved) that the audited consolidated financial statements for
the year ended December 31, 2009 be included in the Company’s Annual Report on Form 10-K for the year
ended December 31, 2009.

Dated: April 27, 2010

Audit Committee

Arthur Willms, Chair David Howard Edward Brown
Laura Brege Henry McKinnell

Governance, Nominating and Compensation Committee

The charter for the Governance, Nominating and Compensation Committee requires that it be comprised of
at least three members, each of which is an unrelated and independent director of the Company. The Governance,
Nominating and Compensation Committee is currently comprised of five members—Henry McKinnell (Chair),
Edward Brown, David Howard, Laura Brege, and Arthur Willms. Each of the members of the Governance,
Nominating and Compensation Committee is independent of management (see “—The Board of Directors” for a
description of the relationship each member has to the Company).
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The purposes of the Governance, Nominating and Compensation Committee include assisting the Board of
Directors by:

e overseeing the development of all policies and practices relating to senior executive and director
remuneration and the Company’s benefit and equity plans, including the relationship of employee
compensation to risk;

e identifying and nominating qualified individuals to become members of the Board of Directors and
serve on its committees, including consideration of nominees recommended by the shareholders;

e assisting the Board of Directors in its determinations regarding the independence of each director;

e reviewing and recommending corporate governance policies and guidelines and reassessing them
annually;

e assisting the Board of Directors in monitoring legal and regulatory compliance not related to financial
reporting; and

e assisting the Board of Directors in its evaluation of the effectiveness of the Board of Directors and its
Committees.

In the consideration and determination of executive and director compensation, the Governance,
Nominating and Compensation Committee attempts to balance (i) the Company’s interest in conserving cash,
minimizing shareholder dilution and avoiding incentives for excessive or unnecessary risks and (ii) the
Company’s interest in using compensation to attract, retain and motivate Company management and employees.
In so doing, the Governance, Nominating and Compensation Committee evaluates the competitiveness of the
compensation levels for senior executives and directors and assesses whether such compensation provides
appropriate incentives without encouraging excessive or unreasonable risk-taking. This review includes a review
of the compensation arrangements of new hires at the executive level, as well as review and approval of the form
of the employment agreement provided to the Company’s executive officers. Additionally, the Governance,
Nominating and Compensation Committee reviews and approves the goals and performance targets used in
evaluating incentive payments to the executive officers of the Company. While the Governance, Nominating and
Compensation Committee may request any members of the Company’s management to make recommendations
or to attend its meetings as it deems appropriate, the Chief Executive Officer may not be present during voting or
deliberations concerning his compensation.

In identifying and nominating qualified individuals to become members of the Board of Directors, the
Governance, Nominating and Compensation Committee evaluates, among other things, an individual’s business
experience and skills, independence, judgment, integrity, and ability to commit sufficient time and attention to
the activities of the Board of Directors, as well as the absence of any potential conflicts with the Company’s
interests. The Committee will consider these criteria in the context of an assessment of the perceived needs of the
Board of Directors as a whole and will seek to achieve diverse occupational and personal backgrounds on the
Board of Directors. The Governance, Nominating and Compensation Committee of the Board of Directors will
consider shareholder recommendations for directors, and will evaluate shareholder nominees on the same basis
as all other nominees for the Board or Directors. Shareholders who wish to submit nominations for director for
consideration by the Governance, Nominating and Compensation Committee for election at the 2011 annual
general meeting of shareholders may do so by submitting in writing such nominees’ names, in compliance with
the procedures described in “Shareholder Proposals for 2011 Annual Meeting” in this Proxy Statement.

A copy of the Company’s Governance, Nominating and Compensation Committee Charter is available on
the Company’s website at www.angiotech.com. Effective June 4, 2009, the Company consolidated the
Compensation Committee and the Governance and Nominating Committee. Prior to such consolidation, the
Compensation Committee held three meetings and the Governance and Nominating Committee held one meeting
during the year ended December 31, 2009. Following such consolidation, the Governance, Nominating and
Compensation Committee held three meetings during the year ended December 31, 2009.
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Shareholder Communications

The Company’s Corporate Governance Guidelines, which is available on the Company’s website at
www.angiotech.com, outlines the Company’s policy regarding shareholder communications. As a general matter,
shareholders who wish to communicate with one or more independent directors may do so in writing addressed
to the Company’s Secretary. The Secretary then reviews the communication, records its receipt, and then, unless
such communication is obviously inappropriate for Board review, forwards such communication on to the
appropriate Board members.

Executive Officers

The following sets forth certain information regarding the Company’s executive officers as of December 31,
2009 (ages are as of the record date):

Name, Age, Province or State and

Country and Position Position with the Company Principal Occupation within the Past Five Years
William L. Hunter, MD, MSc. ... President, Chief Executive September 2002 to present—President & CEO,
British Columbia, Canada Officer, and Director the Company
Age: 47 November 1992 to present—Director, the
Company
K. Thomas Bailey ............. Chief Financial Officer December 2005 to present—Chief Financial
Washington, U.S.A. Officer, the Company
Age: 41 January 2004 to December 2005—Vice
President, Business Development, the Company
David D. McMasters, ESQ ... ... Senior Vice President, January 2004 to present—Senior Vice President,
Washington, U.S.A. Legal and General Counsel Legal & General Counsel, the Company
Age: 50
Rui Avelar, MD .............. Chief Medical Officer December 2005 to present—Chief Medical
British Columbia, Canada Officer, the Company
Age: 48 January 2004 to December 2005—Senior Vice
President, Medical Affairs & Communications,
the Company
Jonathan W.Chen ............. Senior Vice President, January 2008 to present—Senior Vice President,
British Columbia, Canada Business Development &  Business Development & Financial Strategy, the
Age: 35 Financial Strategy Company
September 2005 to January 2008—Vice
President, Business Development & Financial
Strategy, the Company
September 2000 to May 2005—Investment
Banker, Credit Suisse First Boston
Steven Bryant ................ Senior Vice President, June 2009 to present—Senior Vice President,
South Carolina, U.S.A. Sales & Marketing, Sales & Marketing, Medical Device
Age: 59 Medical Device Technologies, the Company

Technologies 2001 to June 2009—Vice President, Sales &

Marketing, the Company
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Name, Age, Province or State and
Country and Position

Sean Cunliffe ..............

Pennsylvania, U.S.A.
Age: 53

Jeffrey Gross . ..............

British Columbia, Canada
Age: 47

JayDent ..................

British Columbia, Canada
Age: 51

VictorDiaz ................

Illinois, U.S.A.
Age: 49

Tammy Neske . .............

British Columbia, Canada
Age: 39

Position with the Company

Principal Occupation within the Past Five Years

Senior Vice President,
Sales & Marketing

Senior Vice President,
Research and
Development

Senior Vice President,
Finance

Senior Vice President,
Global Manufacturing and
Supply Chain Management

Senior Vice President,
Human Resources
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September 2009 to present—Senior Vice
President, Sales & Marketing, the Company

May 2008 to September 2009—Chief
Commercial Officer, Neuromed
Pharmaceuticals, Inc.

March 2005 to May 2008—Vice President,
Commercial Development, Neuromed
Pharmaceuticals, Inc.

Oct 2008—present, Senior Vice President,
Research and Development, the Company

Jul 2007—Sep 2008, Vice President,
Engineering, Research and Development, the
Company

2004—2007, Group Director, Biologics
Research & Development, Medtronic Spinal &
Biologics

December 2006 to present—Senior Vice
President, Finance, the Company

October 2005 to December 2006—Vice
President, Finance & Accounting, the Company

May 2001 to September 2005, Controller,
Ballard Power Systems, Inc.

2007 to present—Senior Vice President, Global
Manufacturing & Supply Chain, the Company

2003 to 2006—Vice President, Global
Operations, Teleflex Medical

January 2008 to present—Senior Vice President,
Human Resources, the Company

January 2007 to January 2008—Vice President,
Human Resources, the Company

July 2005 to January 2007—Director, Corporate
Development, the Company

2000 to 2005—Manager, Employment and
Compensation, Ballard Power Systems, Inc.



EXECUTIVE COMPENSATION

Compensation Discussion & Analysis
Overview of Compensation Program

The Company competes in a global market for executives, management, scientists, engineers, sales and
marketing, manufacturing and other professionals. Many of our professional and management candidates are
sought by other attractive employers, such as multi-national medical device companies, technology companies,
multi-national pharmaceutical companies and university research institutions. Our overall compensation
philosophy reflects our need to motivate, recruit and retain executive talent with the diversity of experience
necessary to articulate and execute the critical elements of our corporate strategy and manage our operating
businesses. Specifically, our approach is designed to motivate executives and facilitate the recruitment and
retention of talent with the range of competencies necessary to deliver the strategy and operational goals of:

i.  our Proprietary Medical Products business, which involves managing new technologies, substantive
investments in research and development and sales and marketing and more rapid revenue growth, and

ii. our Base Medical Products business, which involves managing more mature technologies with slower
revenue growth and higher near-term operating profit, well established sales and marketing channels,
including significant third party distribution arrangements, customer relationships with third-party
medical device manufacturers that buy medical devices and medical device components made by us,
and substantive medical device manufacturing operations.

The Governance, Nominating and Compensation Committee (for purposes of this discussion, the
“Committee”) of the Board of Directors is charged, on behalf of the Board of Directors, to develop, review and
approve compensation policies and practices applicable to executive officers, including determining the
benchmarks, criteria and performance metrics upon which executive compensation such as base salary, annual
bonuses, equity compensation and other benefits are based. As described below, the Committee approves the
compensation of each of our Named Executive Officers. In 2009, our Named Executive Officers were:

Dr. Hunter, Mr. Bailey, Mr. McMasters, Dr. Avelar and Dr. Gross.

Compensation Philosophy and Objectives
The Company’s objectives for its executive compensation policies, programs, and practices are to:
. Attract and retain experienced and talented executive officers;
e Pay for performance;
e Inspire excellence in the performance of executive officers; and

*  Align shareholder and executive officer interests.

To further these objectives, the Committee:

e Designs pay and performance systems that reflect the level of job responsibility, and incumbent
specific considerations;

e Aligns the Company’s compensation programs with those of similarly complex specialty
pharmaceutical, biotechnology and medical device companies;

e Motivates executive performance by aligning pay-for-performance-based compensation programs to
the achievement of objectives that will drive future success and enhance shareholder value; and

e Links a significant portion of annual awards to overall corporate performance and attainment of
specific value enhancing goals
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The Committee periodically evaluates compensation to ensure that the Company maintains its ability to
attract and retain high caliber talented employees in key positions and that compensation provided to our
executives remains competitive relative to the compensation paid to executives of peer companies. To that end,
the Committee believes executive compensation packages provided by the Company should include salary,
which provides base compensation, an annual cash bonus and long-term stock-based compensation, which
reward performance as measured against established goals on a short-term and long-term basis. The Company
does not have a formal policy for allocating between long-term and currently paid compensation or for allocating
between cash and non-cash compensation or among different forms of compensation. The Committee responds to
current circumstances when determining the pay mix each year.

Role of Executive Officers in Compensation Decisions

The Committee makes all decisions pertaining to the compensation of the Chief Executive Officer. The
Committee reviews and approves recommendations for compensation awards to other executive officers
presented by the Chief Executive Officer.

The Chair of the Board of Directors and the Committee annually review the performance of the Chief
Executive Officer. The Chief Executive Officer annually reviews the performance of the other executive officers.
The conclusions reached and recommendations based on these reviews, including compensation awards, are
presented to the Committee for review and approval. The Committee may exercise its discretion in modifying
any recommended adjustments or awards to executive officers.

Setting Executive Compensation

Based on the foregoing objectives, the Committee has structured the Company’s compensation programs to
motivate executives to achieve the short- and long-term business goals of the Company, and to reward executives
for achieving such goals. When making compensation decisions, the Committee seeks the advice and
recommendations of the Chief Executive Officer, Chief Financial Officer and Senior Vice President, Human
Resources and also retains independent compensation consultants as and when it deems appropriate to provide
advice and data related to appropriate industry benchmarks and compensation trends. In the fall of 2008, the
Committee determined it was not going to make significant changes to compensation levels of executive officers
and therefore it was not necessary to undertake an executive compensation benchmarking analysis for 2009
compensation given the robust analysis it performed in conjunction with consultants in 2007. For purposes of
determining 2009 annual and long-term equity compensation awards, the Committee gave consideration to the
general economic climate, corporate performance, individual performance, and cash and equity resources. The
result was a decision by the Committee to freeze all executive base salaries at 2008 levels, to make no changes to
individual performance bonus targets and to issue equity at the same levels as it granted in 2008 to executive
officers.

In the fall of 2009, the Committee developed a formal benchmarking and pay mix approach to be used in
setting 2010 executive compensation levels. Effective January 1, 2010, our benchmarking, pay mix and overall
compensation philosophy reflects our need to motivate, recruit and retain executive talent with the diversity of
experience necessary to articulate and execute the critical elements of our corporate strategy and manage our
operating businesses. Specifically, our approach is designed to motivate executives and facilitate the recruitment
and retention of talent with the range of competencies necessary to deliver the strategy and operational goals of:

i.  our Proprietary Medical Products business, which involves managing new technologies, substantive
investments in research and development and sales and marketing and more rapid revenue growth, and

ii. our Base Medical Products business, which involves managing more mature technologies with slower
revenue growth and higher near-term operating profit, well established sales and marketing channels,
including significant third party distribution arrangements, customer relationships with third party
medical device manufacturers that buy medical devices and medical device components made by us,
and substantive medical device manufacturing operations.
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For 2010, we target base salary and annual bonus opportunity at the 50th percentile of companies in our peer
group, with the potential to earn above market median when individual performance or the business results
exceed annual targets. We target equity compensation at or above the 75th percentile of companies in our
comparator group, measured as annual grant in units as a percentage common shares outstanding.

Because traditional methods of valuing equity grants such as fair market value or Black-Scholes, combined
with current share price, create the appearance that our executive officers are under-equitized measured by the
aggregate value of their equity, we benchmark equity by measuring the annual grant in units as a percentage of
common shares outstanding. Using these methods of benchmarking cash and equity, we will be able to
extrapolate whether our compensations levels and our pay mix is relatively consistent with that of our peer group,
in any given year.

For purposes of establishing 2010 compensation, the peer group used to benchmark executive compensation
is made up of the following companies:

Proprietary Business Comparators Base Business Comparators

Alexion Pharmaceuticals, Inc. Becton, Dickinson and Company
Cubist Pharmaceuticals Inc. CR Bard Inc.

Intuitive Surgical, Inc. Edwards Lifesciences Corp.
Medicines Co. ev3, Inc.

Medicis Pharmaceutical Corp. Integra LifeSciences Holdings Corp.
NuVasive, Inc. Kinetic Concepts Inc.

Onyx Pharmaceuticals Inc. Merit Medical Systems Inc.

OSI Pharmaceuticals Inc. Symmetry Medical, Inc.

United Therapeutics Corporation Teleflex Inc.

Vertex Pharmaceuticals Incorporated Wright Medical Group Inc.

Stock Ownership Guidelines and Stock Retention Requirements

In 2009, the Company did not maintain any stock ownership guidelines or stock retention requirements for
its executives. However, in March 2010, ownership guidelines were implemented to coincide with shareholder
approval of the 2010 Stock Incentive Plan (described under “Proposal 3: Approval of 2010 Stock Incentive Plan”
beginning on page 13) which will facilitate compliance with such guidelines and requirements. Under the
guideline, the Chief Executive Officer is expected to hold five times his base salary in shares, RSUs and DSUs,
and other executive officers are expected to hold one times their base salary in shares, RSUs and DSUs.

Adjustment or Recovery of Awards upon Restatement of Financial Results

In 2009, the Company did not maintain a policy requiring adjustment or recovery of awards from executives
upon restatement of financial results. However the Committee did develop a policy in the fall of 2009 to take
effect for 2010. The Company will, in all circumstances deemed appropriate by the Board of Directors and to the
extent permitted by governing law, require reimbursement of any bonus to an executive after January 1, 2010
where:

i.  the payment was predicated upon achieving certain financial results that were subsequently the subject
of a material restatement of Company financial statements filed with the SEC;

ii. in the Board of Directors’ view the executive engaged in misconduct that caused or substantially
caused the need for the material restatement; and

iii. alower payment would have been made to the executive based upon the restated financial results.
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In each such instance, the Company will, to the extent practicable, seek to recover from the individual
executive the amount by which the individual executive’s incentive payments for the relevant periods exceeded
the lower payment that would have been made based on the restated financial results. Further, following a
restatement of the Company’s financial statements, the Company will recover any bonuses paid to the Chief
Executive Officer and the Chief Financial Officer that are required to be recovered by Section 304 of SOX.

Accounting of Stock-Based Compensation

The Company accounts for stock-based compensation under its long-term incentive plans in accordance
with the requirements of FAS 123(R), which is now referred to as FASB ASC Topic 718.

Policy on Tax Deductibility of Executive Compensation

The Committee does not maintain a policy on the tax deductibility of compensation paid to executives.
Section 162(m) of the Code provides that public companies generally may not deduct compensation of more than
$1 million for each of its Chief Executive Officer and the next three most highly compensated executives (other
than the Chief Financial Officer), unless that compensation is “performance-based” compensation within the
meaning of Section 162(m). The Company has retained the discretion to pay non-deductible cash or equity
compensation.

2009 Executive Compensation Elements

For the fiscal year ended December 31, 2009, the principal components of compensation for Named
Executive Officers (“NEOs”) were:

*  Annual base salary;

*  Annual bonus program;

e Long-term incentive program;
e Retirement savings plan; and

e Benefits programs including health coverage, insurance plans and other perquisites.

Annual Base Salary

NEOs and other employees receive a salary which provides them with a base level of income. The base
salary of each NEO is reviewed annually. The level of base salary is based on the executive’s responsibilities,
performance, peer group data and experience. Due to the general economic environment, the base salaries of
NEOs were frozen for 2009 and no increases were awarded. Annual base salary earned by NEOs during 2009 is
set out in the Summary Compensation Table for the Fiscal Year Ending December 31, 2009.

Annual Bonus Program

The annual bonus program generally provides a performance-based cash incentive to NEOs and other
employees. The program awards for individual performance that leads to the achievement of annual corporate
objectives. The NEO 2008 bonus targets established by the Committee were not changed for 2009. Dr. Hunter’s
bonus target was 75% of base salary. Mr. Bailey’s bonus target was 50% of base salary. Mr. McMasters’,

Dr. Avelar’s and Dr. Gross’s bonus target was 40% of base salary.

At the beginning of 2009, key corporate objectives were set by the Board of Directors to represent a broad
range of activities that span the Company’s global and complex business. The 2009 corporate objectives are
categorized into goal themes: commercial, research & product development, operations and people. The
commercial objectives included internal sales revenue targets, the research and product development objectives
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included new product launch and new product development activities, the operational and financial objectives
included internal earnings, expense and margin goals and the people objective was related to retention of key
employees. Commercial objectives were weighted at 20%, research and product development objectives at 30%,
operational and financial objectives at 40% and people objectives at 10%. The weights are intended to reflect the
relative priority, importance and impact of each objective on the Company’s successes. Objectives are set with
targets that represent significant “stretch” goals for the organization. Each objective is also assigned a minimum
achievement target and a maximum achievement target.

After the year-end results are compiled, performance relative to the corporate objectives is measured to
determine a “corporate performance result.” If an objective is achieved on target, the performance result is 100%
and the annual bonus pool is funded at 100% for that objective. If the minimum achievement target is not met for
an objective, the annual bonus pool will not be funded for that objective. If the minimum achievement target is
met, the annual bonus pool will be funded at 50% of the target bonus pool for that objective. If the maximum
achievement level is met, the annual bonus pool will be funded up to 150% of the target bonus pool for that
objective. The Board of Directors gives consideration to how challenging each goal was and considers other
business, commercial and organizational factors that may have impacted achievement of the goals in arriving at
its final assessment of the corporate performance result.

The formula for determining the amount each NEO received under the annual bonus program is as follows:

Base Salary x Bonus Target % x Individual Performance Result x Corporate Performance Result

The individual performance result is based on each NEO’s achievement of his functional and individual
goals (set at the beginning of each year) and demonstrated leadership competencies as assessed by the Chief
Executive Officer and Committee. The CEQO’s individual goals are generally the same as the corporate
objectives. The other NEOs functional and individual goals contain a spectrum of commercial, financial,
technical, scientific and special project goals specific to the NEO’s area of responsibility. The Committee and
CEO do not use quantitative targets and formulas to assess individual executive performance. The Committee
determines the individual performance result of the Chief Executive Officer and approves the recommendations
made by the Chief Executive Officer for the individual performance result of the other NEOs.

For 2009, the themes’ objectives and relative achievements of those objectives were:

AREA GOAL WEIGHT  TARGET RESULT
Commercial | Product Revenue (excluding royalty revenue) 20% $225mm 0%
Research & Commercial launch of new product(s) 30% Internal 15%
Product Dev. | Advance pipeline device and drug device products milestones

and technologies
Operations Achieve key operational and financial metrics 40% Internal 32%
metrics
People Implement initiatives and programs to retain key 10% Fully 13%
employees and improve engagement implemented

The 2009 corporate performance result was determined by the Committee. In determining the corporate
performance result for 2009, the Committee reviewed results for each 2009 objective. Results related to the
commercial objective which consisted of internal sales goals did not meet the minimum achievement threshold.
Results for the research and product development objective were mixed. While the Company made progress on
targeted research and product development projects and successfully launched several new products and line
extensions, it did not meet all internally targeted timelines. Results related to the operational and financial
objective were also mixed. The minimum threshold for the internal earnings goal was achieved, the internal
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expense target was over-achieved and the minimum threshold for the internal margin target was not achieved.
The people goal related to implementation of various human resource programs to improve engagement and
ensure retention of key employees was over-achieved. The Committee gave consideration to three achievements
made during the year that were not articulated or contemplated in the 2009 Corporate Objectives: securing a
revolving loan from Wells Fargo Foothill, LLC, monetizing royalty income from Baxter International, Inc. and
successful commercial launch of the Option IVC filter. These three achievements were significant, particularly in
the 2009 economic climate. Ultimately, the Committee determined that a 70% score reflected the Company’s
corporate performance result against its targeted achievement level.

For 2009, the Committee awarded an individual performance result of 100% of target to Dr. Hunter,
Mr. Bailey and Dr. Gross which was then multiplied by the corporate performance result of 70% to award a
bonus at 70% of their respective annual bonus targets. The Committee awarded an individual performance result
of 115% of target to Mr. McMasters and Dr. Avelar which was then multiplied by the corporate performance
result of 70% to award a bonus at 80.5% of their respective annual bonus target. Mr. Bailey, Dr. Gross,
Mr. McMasters and Dr. Avelar received their bonus in cash at the end of March. The Committee determined that
Dr. Hunter would receive half of his bonus in cash payable at the same time as other NEOs and half in fully
vested Restricted Share Units, subject to shareholder approval of the proposed 2010 Stock Incentive Plan,
following approval of said Plan. Should the proposed 2010 Stock Incentive Plan as described under “Proposal 3:
Approval of 2010 Stock Incentive Plan” beginning on page 13 of this Proxy Statement not be implemented for
any reason by August 1, 2010 then Dr. Hunter will receive the second half of his 2009 annual bonus in cash.
Information about the dollar value of bonus awards granted for 2009 is set forth below in the Summary
Compensation Table.

Long-Term Incentive Program

The purpose of the Company’s long-term incentive awards is to promote the long-term success of the
Company by aligning the interests of the Company’s employees with the interests of its shareholders. The awards
provide employees and executive officers an equity-based interest in the Company and thereby encourage those
people to perform their duties to the best of their abilities, and to devote their time and effort to further the long-
term growth and development of the Company. The awards are also intended to assist the Company in attracting
and retaining individuals with superior experience and ability and providing competitive levels of compensation
to such individuals. Subject to the approval of the Board of Directors, the plan allows for grants of options and
tandem SARs. 2009 awards for NEOs were granted at the same level as in 2008. As in 2008, awards vary among
participants based on their position, performance and relative contribution. Information about the awards granted
in 2009 is set forth below in the Grant of Plan-Based Awards table.

Options/tandem SARs are awarded at the TSX (for Canadian executives) or NASDAQ (for U.S. executives)
closing price of the Company’s common stock on the business day immediately preceding the date of grant.
Typically, options/tandem SARs vest 1/48th per month over the first four years of the five-year option term.
Vesting and exercise rights cease immediately upon termination of employment for cause. In the case of
termination without cause and voluntary termination, vesting rights cease upon termination of employment and
exercise of previously vested options/tandem SARs cease after 30 days or expiration of the option, whichever is
earlier. In the event of death, disability or retirement, vesting rights cease upon death, disability or retirement and
exercise of previously vested cease after 365 days or the expiration of the option, whichever is earlier.

Long-term equity incentive awards are typically granted early spring following the Company’s release of
year-end financial results.

Evaluation of Risk in Compensation Plans

The Board of Directors reviews the Company’s compensation plans as they relate to risk management
practices and risk-taking incentives. In the judgment of the Board of Directors, the compensation plans currently
in place are not likely to create risks that are reasonably likely to create a material adverse effect to the Company.
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Angiotech Stock Option Plans

In June 2006, the shareholders approved the adoption of the 2006 Stock Incentive Plan (the “2006 Stock
Incentive Plan”) which superseded the Company’s previous stock option plans. The 2006 Stock Incentive Plan
incorporated all of the options granted under the previous stock option plans and, in total, provides for the
issuance of non-transferable stock options and stock-based awards (as defined below) to purchase up to
13,937,756 common shares to employees, officers, directors of the Company, and persons providing ongoing
management or consulting services to the Company. The 2006 Stock Incentive Plan provides for, but does not
require, the granting of tandem stock appreciation rights that at the option of the holder may be exercised instead
of the underlying option. A stock option with a tandem stock appreciation right is referred to as an award. When
the tandem stock appreciation right portion of an award is exercised, the underlying option is cancelled. The
tandem stock appreciation rights are settled in equity and the optionee receives common shares with a fair market
value equal to the excess of the fair value of the shares subject to the option at the time of exercise (or the portion
thereof so exercised) over the aggregate option price of the shares set forth in the option agreement. The exercise
price of the options and awards is fixed by the Board of Directors, but will generally be at least equal to the
market price of the common shares at the date of grant, and for options issued under the 2006 Stock Incentive
Plan and the Company’s 2004 Stock Option Plan, the term may not exceed five years. For options grandfathered
from the stock option plans prior to the 2004 Stock Option Plan, the term did not exceed 10 years. Options and
awards granted are also subject to certain vesting provisions. Options and awards generally vest monthly after
being granted over varying terms from two to four years.

A summary of CDNS$ stock option and award activity is as follows:

Weighted average Aggregate

No. of Stock Options Weighted average remaining intrinsic
and exercise price contractual value
Awards (in CDN$) term (years) (in CDN$)
Outstanding at December 31,2007 ....... M $15.55 m $ 177
Granted .......... ... ... 1,355,300 0.22
Exercised .......... ... ... .. .. ... . ..... (48,000) 2.50
Forfeited . .. ... ... . . . . .. .. (1,338,612) 16.12
Outstanding at December 31,2008 ....... w 12.82 E 196
Granted ............. . ... 1,469,000 0.41
Exercised ........... .. ... . . . ... . . .. .. (10,229) 0.21
Forfeited . . .......... .. ... .. ... .. ..... (1,266,694) 16.06
Cancelled ............. ... . ... ...... (2,665,000) 17.73
Outstanding at December 31,2009 ....... 5,171,709 $ 5.99 3.18 $2.800
Exercisable at December 31,2009 ........ 2,723,882 $10.25 2.56 $ 637
Exercisable and expected to vest at
December 31,2009 . .................. 4,706,621 $ 7.17 3.01 $2,434

At December 31, 2009, there were 4,651,759 awards outstanding (December 31, 2008—4,149,482). The
options and awards presented in the table above expire at various dates from January 26, 2010 to December 9,
2014.
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A summary of U.S.$ award activity is as follows:

Weighted average Aggregate

No. of Stock Options Weighted average remaining intrinsic
and exercise price contractual value
Awards (in U.S.$) term (years) (in U.S.$)
Outstanding at December 31,2007 ....... 1,051,218 $ 9.39 3.73 $ —
Granted . . ... 1,160,500 0.21
Forfeited ... ....... ... .. ... . . ... . . . ... (420,750) 10.42
Outstanding at December 31,2008 ....... 1,790,968 3.19 4.19 64
Granted .. ........ . 1,386,000 0.40
Exercised ........... ... ... ... . ... ..... (6,970) 0.26
Forfeited ... ....... ... .. ... ... ... . .... (125,250) 2.33
Cancelled ............. .. ... ... ... .... (60,000) 18.00
Outstanding at December 31,2009 ....... 2,984,748 $ 1.64 3.74 $2,278
Exercisable at December 31,2009 ........ 921,891 $ 3.38 3.21 $ 518
Exercisable and expected to vest at
December 31,2009 . .................. 2,592,426 $ 2.26 3.55 $1,932

These awards expire at various dates from November 30, 2011 to December 9, 2014.

American Medical Instruments Stock Option Plan

On March 23, 2006, the Company acquired all of the issued and outstanding share capital of American
Medical Instruments Holdings, Inc. (“AMI”). On March 9, 2006, AMI granted 304 stock options under AMI’s
2003 Stock Option Plan (the “AMI Stock Option Plan”), each of which is exercisable for approximately 3,852
common shares of the Company upon exercise. All outstanding options and warrants granted prior to the
March 9, 2006 grant were settled and cancelled upon the acquisition of AMI. No further options to acquire
common shares of the Company can be issued pursuant to the AMI Stock Option Plan. Approximately 1,171,092
of the Company’s common shares were reserved in March 2006 to accommodate future exercises of the AMI
options.

The AMI options included in the above are all non-transferable and were granted to employees, officers and
directors of AMI and persons providing ongoing management and consulting services to AMI. The options are
subject to graded vesting over a four-year period after the second anniversary date of the grant date. Each option
will expire on the earlier of (i) ten years from the date it is granted; (ii) 12 months after the participant dies;

(iii) six months after the participant is disabled; (iv) 90 days after the participant retires or the participant’s
employment is terminated, other than for cause; and (v) immediately upon the participant being terminated for
cause. AMI options to purchase 300,480 of the Company’s common shares were outstanding as of December 31,
20009.

2010 Stock Incentive Plan

The Company is seeking shareholder approval of a new 2010 Stock Incentive Plan, which is described under
“Proposal 3: Approval of 2010 Stock Incentive Plan” beginning on page 13 of this Proxy Statement.

Retirement Savings Plans

NEOs participate in the retirement plans made available for all employees. In Canada, NEOs receive a
Company contribution to an individual Group Registered Retirement Savings Plan (the “RRSP”) (a Canadian
tax-qualified plan) in an amount equal to 5% of their base salary, up to the maximums allowable by Canada
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Revenue Agency. NEOs Dr. Hunter, Dr. Avelar, and Dr. Gross received Company contributions of CDN$19,750,
CDNS$18,837 and $nil, respectively, to their RRSP. In the United States, NEOs receive a Company match of
100% on their contributions up to the first 3% and a 50% match on their contributions up to the next 2% for a
total potential Company match of 4% to the Company’s 401(k) plan (a U.S. tax-qualified plan). During 2009,
Mr. Bailey and Mr. McMasters did not participate in the U.S. employee 401(k) plan. All contributions to the
retirement savings plans are fully vested.

The Company does not have a defined benefit pension plan for any of its employees, including executive
officers.

Benefits Programs

The Company provides benefits to all employees including the NEOs. Benefits provided at the Company’s
expense include:

¢ Medical and extended health care insurance;
e Dental insurance;
e Vision care insurance;
e Employee and dependent life insurance;
e AD&D insurance; and
*  Short- and long-term disability insurance.
NEOs are also eligible to participate in an executive perquisite program. The program allows NEOs to be

reimbursed up to a maximum of $15,000 per year for expenses associated with a car lease, financial planning, tax
advice and preparation, and health-related services.

Employment Agreements

The Company maintains employment agreements with each of the NEOs. The employment agreements are
generally effective until terminated by the Company or the executive and provide for minimum base salary and
participation by each of the NEOs in the Company’s annual bonus program, the Company’s benefit plans and the
applicable retirement plans maintained by the Company. The terms of the executive employment agreements that
are applicable upon termination of an NEO’s employment with the Company are summarized below in the
section of this Proxy Statement entitled “EXECUTIVE COMPENSATION—Potential Payments Upon
Termination or Change of Control”.
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Report of the Governance, Nominating and Compensation Committee

The Company’s Compensation Discussion and Analysis is included in this Proxy Statement. The Company
has the primary responsibility for the Compensation Discussion and Analysis.

On behalf of the Board of Directors, the Governance, Nominating and Compensation Committee oversees
the development, review and approval of the Company’s compensation program for executive officers. As part of
this responsibility, the Governance, Nominating and Compensation Committee has reviewed and discussed with
the Company’s management the contents of the Compensation Discussion and Analysis. Based on its review and
discussion, and subject to the limitations on the role and responsibility of the Governance, Nominating and
Compensation Committee, the Committee recommended to the Board of Directors that the Compensation
Discussion and Analysis be included in this Proxy Statement and incorporated into the Company’s Annual
Report on Form 10-K for the year ended December 31, 2009.

THE GOVERNANCE, NOMINATING AND COMPENSATION COMMITTEE

Henry McKinnell (Chair)
David Howard

Arthur Willms

Edward Brown

Laura Brege
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Summary Compensation Table for the Fiscal Year Ended December 31, 2008

The following tables contain certain information about the compensation and benefits paid or provided to each of
the Chief Executive Officer, the Chief Financial Officer and the other three most highly compensated executive
officers of the Company (determined based on total compensation) as at December 31, 2008 (collectively the “Named
Executive Officers” or “NEOs”).

Change in
pension value
Non-equity and
incentive  nonqualified
Stock  Option plan deferred All other
Salary Bonus Awards Awards compensation compensation compensation

Name and Principal Position Year ($)® ($)a0 $) %@ $HO3 earnings ($) ($)@EON®  Total ($)
William L. Hunter, MD, MSc . . . .. 2009 $691,769 Nil Nil $102,843 $363,200 Nil $100,954 $1,258,766
President, Chief Executive Officer 2008 $741,088 Nil Nil $ 60,970 Nil Nil $ 87,769 $ 889,827
and Director 2007 $735,020 Nil  Nil $999,285 Nil Nil $ 88,376 $1,822,681
K. Thomas Bailey .............. 2009 $364,000 Nil Nil §$ 45,000 $127,400 Nil $194,866 $ 731,266
Chief Financial Officer 2008 $350,000 Nil Nil $ 22,500 Nil Nil $218,087 $ 590,587
2007 $350,000 $50,000 Nil $474,000 Nil Nil $ 88,663 $ 962,663
Rui Avelar, MD ............... 2009 $329,895 Nil Nil $ 41,137 $106,226 Nil $ 28,711 $ 505,969
Chief Medical Officer 2008 $350,016 Nil Nil $ 24,388 $142,780 Nil $ 38,276 $ 555,460
2007 $337,039 Nil Nil $528,194 Nil Nil $ 29,221 $ 894,454
David McMasters, Esq., ......... 2009 $487,190 Nil Nil $ 36,000 $156,875 Nil $ 35,535 $ 715,600
Senior Vice President, Legal & 2008 $483,643 Nil Nil $ 18,000 $196,825 Nil $ 44915 $ 743,383
General Counsel 2007 $473,000 Nil Nil $414,750 Nil Nil $ 63,222 $ 950,972
Jeffrey Gross, ................. 2009 $257,645 Nil Nil $ 30,853 $ 73,555 Nil $ 57,164 $ 419,217
Senior Vice President, Research & 2008 $256,959 Nil Nil $ 12,194 $ 75,558 Nil $118,832 $ 463,543
$ 272,180

Development® 2007 $121,171 Nil Nil $ 61,380 $ 43,129 Nil $ 46,500

Notes:

(1) Amounts paid to Dr. Hunter, Dr. Avelar and Dr. Gross were paid in Canadian dollars and, for the purposes of this table,
converted to U.S. dollars using the average exchange rate of 0.876, 0.938 and 0.930 for each of the years ended December 31,
2009, December 31, 2008 and December 31, 2007, respectively.

(2) Represents the fair value of option awards granted during the respective year calculated using the Black-Scholes option pricing
model.

(3) Non-equity incentive plan compensation for the NEOs includes annual bonus accrued at December 31 but paid subsequent to
December 31. One half of the non-equity incentive plan compensation for Mr. Hunter for the year ended December 31, 2009 is to
be paid in Restricted Share Units (“RSUs”) upon approval of the RSU Plan at the Meeting.

(4) Amounts included in all other compensation for 2009 for Dr. Hunter include: $52,488 of costs related to reimbursement of
family travel costs (2008—$41,204; 2007—$45,534); $20,665 in auto lease payments paid by the Company on behalf of the
NEO (2008—$21,695; 2007—$18,069); $17,294 of RRSP contributions made by the Company on behalf of the NEO (2008—
$18,527; 2007—3$18,783); and $10,507 of other miscellaneous perquisites (2008—$6,343; 2007—$5,991).

(5) Amounts included in all other compensation for 2009 for Mr. Bailey include: $118,508 of relocation allowance (2008—
$182,875; 2007—$44,344); $25,597 of rent paid by the Company on behalf of the NEO (2008—$26,615; 2007—$21,632);
$38,819 in personal tax make-whole payments (2008—$nil; 2007—3$nil); $11,942 in auto lease payments paid by the Company
on behalf of the NEO (2008—$nil; 2007—$nil); $nil of 401(k) contributions made by the Company on behalf of the NEO
(2008—$nil; 2007—$17,500); and $nil of other miscellaneous perquisites (2008—$8,593; 2007—$5,187).

(6) Amounts included in all other compensation for 2009 for Mr. McMasters include: $33,625 of rent paid by the Company on
behalf of the NEO (2008—$36,023; 2007—$34,797); $nil of 401(k) contributions made by the Company on behalf of the NEO
(2008—S$ nil; 2007—$23,650); and $1,910 of other miscellaneous perquisites (2008—$8,893; 2007—$4,775).

(7) Amounts included in all other compensation for 2009 for Dr. Avelar include: $12,216 in auto lease payments paid by the
Company on behalf of the NEO (2008—$13,087; 2007—$12,369); $16,495 of RRSP contributions made by the Company on
behalf of the NEO (2008—$17,501; 2007—$16,852); and $nil of other miscellaneous perquisites (2008—$7,688; 2007—3$ nil).

(8) Amounts included in all other compensation for 2009 for Dr. Gross include: $43,783 of relocation allowance (2008—$117,789;
2007—$46,500) and $13,381 of other miscellaneous perquisites (2008—$1,043; 2007—$nil).
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(9) Dr. Gross commenced employment with the Company on July 4, 2007.
(10) The amount paid to Mr. Bailey in 2007 under “Bonus” relates to a signing bonus Mr. Bailey was entitled to under his

employment agreement.

Grant of Plan-Based Awards

All amounts are expressed in U.S. Dollars unless otherwise noted.

All Other
Option Grant Date
Awards; Exercise or Fair Value
Number of Base Price of Stock
Securities of Option and
Estimated Future Payouts Under  Underlying Awards Option
Name Grant Date Non-Equity Incentive Plans Options (#) ($/Sh) Awards®
Threshold Target Maximum
$) $) %)
William L. Hunter ... .... Mar 10, 2009 Nil Nil Nil 500,000 CDN$0.38 CDN$0.26
K. Thomas Bailey .. ..... Mar 10, 2009 Nil Nil Nil 250,000 $ 027 $ 0.18
Rui Avelar ............. Mar 10, 2009 Nil Nil Nil 200,000 CDN$0.38 CDN$0.26
David McMasters . ...... Mar 10, 2009 Nil Nil Nil 200,000 $ 027 $ 0.18
Mar 10, 2009 Nil Nil Nil 150,000 CDN$0.38 CDNS$0.26

Jeffrey Gross ...........
Note:

(1) Represents the fair value of option awards granted during the respective year calculated using the Black-

Scholes option pricing model.
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Outstanding Equity Awards at Fiscal Year-End

The table below shows option awards to NEOs outstanding as of December 31, 2009. All exercise prices are
denoted in Canadian dollars unless otherwise specified.

Option Awards

Number of Number of
securities securities Equity incentive plan
underlying underlying awards: number of
unexercised unexercised securities underlying Option
options (#) options (#) unexercised unearned exercise Option
Name exercisable  unexercisable options (#) price ($) Expiration date
William L. Hunter ........... 400,000 — — $ 13.468  12/17/2012
247916 102,084 — $ 8.900 2/4/2012
125,000 375,000 — $ 0.210 12/7/2013
93,749 406,251 — $ 0.380 9/03/2014
K. Thomas Bailey ........... 141,666 58,334 — U.S.$ 7.650 2/4/2012
62,500 187,500H — U.S.$ 0.160 12/7/2013
46,874 203,126 — U.S.$ 0.270 9/03/2014
Rui Avelar ................. 70,000 — — $ 13.468  12/17/2012
131,041 53,959@ — $ 8.900 2/4/2012
50,000 150,000 — $ 0.210 12/7/2013
37,499 162,5013 — $ 0.380 9/03/2014
David McMasters . ........... 50,000 — — $ 13.468  12/17/2012
123,957 51,043@ — U.S.$ 7.650 2/4/2012
50,000 150,000 — U.S.$ 0.160 12/7/2013
37,499 162,5013 — U.S.$ 0.270 9/3/2014
Jeffrey Gross ............... 15,102 9,8984 — $ 7.61 2/7/2012
25,000 75,000 — U.S.$ 0.210 7/12/2013
28,125 121,8753 — U.S.$ 0.380 9/3/2014
Notes:
(1) Vests monthly over 48 months to December 2012.

(2) Vests monthly over 48 months to February 2011.
(3) Vests monthly over 48 months to March 2013.

(4) Vests monthly over 48 months to July 2011.

Option Exercises and Stock Vested in 2009

There were no options exercised by NEOs during the last completed fiscal year.

Potential Payments Upon Termination or Change of Control

The tables below reflect the amount of compensation payable to each of the NEOs in the event of
termination of such executive’s employment. The amount of compensation payable to each NEO upon voluntary
termination, involuntary without-cause termination, termination by executive for good reason, termination
following change of control and in the event of death of the executive is also shown below. The amounts shown
assume that such termination was effective as of December 31, 2009, and thus includes amounts earned through
such time and are estimates of the amounts which would be paid out to the executives upon their termination.
The amounts shown below assume a share price of $1.24 based on the December 31, 2009 closing price of the
common shares on the NASDAQ. The actual amounts to be paid out can only be determined at the time of the

executive’s separation from the Company.
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Dr. Hunter

Termination Without Cause or Termination by Dr. Hunter for Good Reason:

Under the terms of his employment agreement, if Dr. Hunter’s employment is terminated without cause
or Dr. Hunter terminates his employment for good reason, and Dr. Hunter does not enter into a
Consulting Agreement (described below), Dr. Hunter will receive a lump sum severance payment
equivalent to 12 months’ salary, plus an amount equal to the average annual bonus payments received
in the previous three years; and monthly payments equivalent to one-half of monthly salary for 24
months, plus an additional amount equivalent to the average annual bonus payments received in the
previous three years paid in 24 equal monthly installments. Health and certain other benefits will also
be continued for 24 months, or Dr. Hunter will receive an amount equal to the cost to the Company of
providing those benefits. The estimated total of the foregoing payments is approximately $2.2 million.
The Company’s obligation to provide the foregoing payments and benefits is conditional on

Dr. Hunter’s compliance with a Confidentiality, Inventions and Non Competition Agreement, which,
among other things, restricts competitive activity for one year following the termination date.

Under the employment agreement, “cause” shall consist of (a) any act or acts which at common law in
the Province of British Columbia are just cause for dismissal; or (b) a material breach of the Code of
Ethics adopted by the Board of Directors and agreed to by Dr. Hunter, as amended from time to time.

Under the employment agreement, “good reason” means (a) a change in title, (b) a material reduction
in authority or responsibility, (c) one or more reductions, in the cumulative amount of 5% or more, in
base salary, (d) notice that Dr. Hunter’s principal place of work will be relocated by a distance of 80
kilometers or more, or (e) removal of Dr. Hunter from the Board of Directors of the Company for any
reason other than termination of his employment agreement.

Under the terms of his employment agreement, outstanding vested stock options as of the termination
date may be exercised within 30 days of the termination date, and, if not exercised, will be cancelled.

Termination after Change of Control:

Under the terms of his change of control agreement, if Dr. Hunter is terminated for any reason or
resigns for good reason within 12 months after a change of control, Dr. Hunter will receive a lump sum
payment equivalent to three years’ salary, plus an amount equal to three times the average annual
bonus payments received in the previous three years. Health and certain other benefits will also be
continued for 36 months. The estimated total of the foregoing payments is approximately $3.5 million.

Under the terms of his change of control agreement, “good reason” means a material reduction in the
authority or responsibility of Dr. Hunter, one or more reductions, in the cumulative amount of 5% or
more, in base compensation or any notification to that Dr. Hunter’s principal place of work will be
relocated by a distance of 80 kilometers or more.

Under the terms of Dr. Hunter’s change of control agreement, “Change of Control” means:

(i) achange in the composition of the Board of Directors of the Company, as a result of which fewer
than one-half of the incumbent directors are directors who had been directors of the Company 12
months prior to such change, with the exception of any such change in the composition of the
Board of Directors made with the approval of the Board of Directors as it was constituted
immediately prior to such change; or

(i1) the acquisition or aggregation of securities by any person pursuant to which such person is or
becomes the beneficial owner, directly or indirectly, of securities of the Company representing
50% or more of the combined voting power of the Company’s then outstanding base capital stock
(meaning the securities of the Company ordinarily, and apart from rights accruing under special
circumstances, having the right to vote at elections of directors of the Company), except that any
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change in the relative beneficial ownership of the Company’s securities by any person resulting
solely from a reduction in the aggregate number of outstanding shares of base capital stock, and
any decrease thereafter in such person’s ownership of securities shall be disregarded until such
person increases in any manner, directly or indirectly, his, her or its beneficial ownership of any
securities of the Company. Upon a change of control, any options or rights that Dr. Hunter holds
under any employee option plans and executive compensation programs will become fully vested

Consulting Agreement:

If Dr. Hunter retires or resigns from his position as President and Chief Executive Officer, resigns for
good reason, or is terminated without cause, the Company will offer Dr. Hunter a Consulting
Agreement to provide services to the Company as a management consultant on a part-time basis for 24
months.

If Dr. Hunter enters into a Consulting Agreement, he will receive a lump sum payment equivalent to 12
months’ salary, plus an amount equal to the average annual bonus payments received in the previous
three years; and monthly payments equivalent to one-half of monthly salary for 24 months, plus an
additional amount equivalent to the average annual bonus payments received in the previous three
years paid in 24 equal monthly installments. Health and certain other benefits will also be continued for
24 months, unless ongoing coverage is not permitted under any applicable group insurance plan, in
which case the Company will provide, or reimburse Dr. Hunter for the cost of maintaining, comparable
individual coverage. Outstanding but unvested stock options will also be deemed to be vested
immediately to the extent those options would have vested within 24 months if Dr. Hunter had
continued to be employed by the Company.

The Company’s obligations under the Consulting Agreement are conditional on Dr. Hunter’s
compliance with a Confidentiality, Inventions and Non Competition Agreement, which, among other
things, restricts his competitive activity with the Company for one year following termination of
employment.

If Dr. Hunter enters into a Consulting Agreement following his retirement or resignation, except
resignation for good reason, Dr. Hunter is also restricted from entering into other gainful employment
for two years.

Voluntary Without Cause
Termination by  Without Cause Termination or
Executive Termination or Termination by
Without Good Termination Executive With Good
Reason or For by Executive Reason Within 12
Executive Payments Upon Termination Cause With Good Months After a
(in U.S. Dollars) Termination Reason Change of Control
Lump sumseverance . .............. ..., — 1,773,839 2,264,475
Bonus...... ... .. — 132,094 396,283
Lump sum compensation for loss of benefits ............ — 263,646 56,207
Exercise of options) ... ... ... . — — 755,124
TOTAL .. — 2,169,579 3,472,090

(1) Represents the intrinsic value of unvested options held as of December 31, 2009 as a result of the
accelerated vesting provision in a change of control situation.

Mr. Bailey, Mr. McMasters, Dr. Avelar, and Dr. Gross

Under the terms of the executive employment agreements of Mr. Bailey, Mr. McMasters, Dr. Avelar and
Dr. Gross, if the executive is terminated without cause or resigns for good reason he will receive:

12 months of base salary plus an additional two months of base salary for each full year of employment
completed up to a combined maximum of 24 months of base salary;
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Lump sum amount as compensation for loss of any benefits made available during employment in the
amount of $24,000 plus an additional $2,000 for each full year of employment completed up to a
combined maximum of $48,000;

The balance of any payment due under the bonus plan, including, if applicable, a prorated payment
under the bonus plan earned in respect of the fiscal year of termination;

Outstanding vested stock options as of the termination date may be exercised within 30 days of the
termination date, and, if not, will be cancelled; and

The Company’s obligation to provide the foregoing payments and benefits is conditional on the
executive’s ongoing compliance with all applicable post-employment obligations which, among other
things, restricts competitive activity for one year following termination date.

Under the terms of the executive employment agreement of Mr. McMasters, “cause’” means the occurrence
of any one or more of the following:

failure by the executive to substantially perform the executive’s duties or responsibilities under his
employment agreement, after the Company has given a demand to the executive identifying how the
executive has failed to perform such duties or responsibilities;

misconduct or illegal conduct by the executive causing or likely to cause financial, reputational, or
other harm to the Company;

the conviction of the executive for, or a plea by the executive of guilty or no contest to, any felony; or

a material breach by the executive of his employment agreement, or of any of the Company’s written
policies or procedures.

Under the terms of the executive employment agreement of Dr. Avelar and Dr. Gross, “cause’ is not

defined.

Under the terms of the executive employment agreement of Mr. Bailey, “cause’” means the occurrence of
any one or more of the following:

willful and material failure by Mr. Bailey to substantially perform his duties or responsibilities under
his employment agreement, after the Company has given a demand to Mr. Bailey identifying how he
has failed to perform such duties or responsibilities;

willful misconduct by Mr. Bailey causing material financial, reputational, or other harm to the
Company;

the conviction of Mr. Bailey for, or a plea by Mr. Bailey of guilty or no contest to, any felony; or

a willful and material breach by Mr. Bailey of his employment agreement, the Company’s Code of

Ethics for its Chief Financial Officer, or any of the Company’s other material written policies or
procedures.

Under the terms of the executive employment agreement of Mr. Bailey, Mr. McMasters, Dr. Avelar and
Dr. Gross “good reason” means the occurrence of any one or more of the following without the executive’s
written consent:

a material reduction in the executive’s title, office, authority, or duties or responsibilities of
employment;

one or more reductions in the executive’s base salary, or in the executive’s target bonus opportunity
under the bonus plan, in the cumulative amount of 5% or more within a 12-month period, or a material
reduction in the executive’s benefits or perquisites, if such reductions:

e are not made in conjunction with similar reductions for comparably situated executive employees
of the Company, or
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e are made in conjunction with similar reductions for comparably situated executive employees of
the Company at the time of, or within 24 months after, a Change of Control;

a change in the executive’s principal place of employment by a distance of 50 miles or more, unless the
new principal place of employment is within 50 miles of the executive’s then-current residence;

a material breach by the Company of a fundamental term of the executive’s employment agreement; or

an unapproved Change of Control.

Under the terms of the executive employment agreements of Mr. Bailey, Mr. McMasters, Dr. Avelar and
Dr. Gross, “Change of Control” means the occurrence of any one or more of the following:

a change in the composition of the Board of Directors as a result of which fewer than one-half of the
incumbent directors are individuals who were directors 12 months before the change; but excluding
any such change in the composition of the Board of Directors made with the approval of the Board of
Directors as it was constituted immediately before the change;

the acquisition or aggregation by any person, entity, or group of persons or entities acting jointly or in
concert (“Acquiror”) of beneficial ownership or control of voting securities of the Company (including,
without limitation, the power to vote or direct the voting thereof), as a result of which the Acquiror
and/or associates and/or affiliates of the Acquiror become entitled to cast or direct the casting of 50%
or more of the votes attached to all of the outstanding voting securities of the Company which may be
cast to elect directors (regardless of whether a meeting has been called to elect directors); but excluding
a change in the relative beneficial ownership of the Acquiror in voting securities of the Company
resulting solely from a reduction in the aggregate number of the outstanding voting securities of the
Company, unless and until the Acquiror increases, in any manner, directly or indirectly, the Acquiror’s
beneficial ownership or control of Voting Securities (after which the Acquiror and/or associates and/or
affiliates of the Acquiror are entitled to cast or direct the casting of 50% or more of the votes attached
to all of the outstanding voting securities of the Company which may be cast to elect directors);

the disposition of all or substantially all of the assets or business of Angiotech Pharmaceuticals (US),
Inc. (“Angiotech (US)”) or the Company pursuant to a merger, consolidation, or other transaction,
unless the common shares of the entity or entities that succeed to the business of the Company, and any
other shares entitled to vote for the election of directors of such entity or entities, are beneficially
owned or controlled by persons, entities, or groups of persons or entities acting jointly or in concert
who held beneficial ownership or control of voting securities of the Company immediately before such
merger, consolidation, or other transaction, in substantially the same proportion as they owned such
voting securities;

the adoption of a resolution to wind-up, dissolve, or liquidate Angiotech (US) or the Company; or

a consolidation, merger, amalgamation, arrangement, or other reorganization or acquisition of
Angiotech (US) or the Company, as a result of which the holders of voting securities of the Company
immediately before the completion of such transaction hold less than 50% of the outstanding common
shares and other shares entitled to vote for the election of directors of the successor corporation after
completion of the transaction.

Under the terms of the executive employment agreements, if Mr. Bailey, Mr. McMasters, Dr. Avelar and
Dr. Gross are Terminated Without Cause or Resign for Good Reason following a Change of Control they will

receive:

24 months of base salary plus an additional two months of base salary for each full year of employment
completed up to a combined maximum of 36 months of base salary;

a lump sum amount as compensation for loss of benefits made available during employment in the
amount of $48,000 plus an additional $2,000 for each full year of employment completed up to a
combined maximum of $72,000;
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e the balance of any payment due under the bonus plan, including, if applicable, a prorated payment
under the bonus plan earned in respect of the fiscal year of termination;

e alump sum amount equal to two times the greater of the average of the payments made to the
executive under the bonus plan in each of the two preceding fiscal years and the amount of executive’s
target bonus opportunity;

e alump sum amount equivalent to the amount the executive would have received if he had been able to
exercise equity-based incentives in the event that the vesting of such incentives does not accelerate
under the provisions of such plans;

* in the event that any payment made by the Company to executive is subject to excise tax under
Section 4999 of the Code and the reduction of the amounts payable to the maximum amount that could
be paid by the Company without triggering the excise tax would provide executive with a greater
after-tax amount than if such amounts were not reduced, then the amounts payable to executive will be
reduced to the safe harbor cap; and

* in the event that the Change of Control is an unapproved Change of Control, payment subject to excise
tax under Section 4999 of the Code will be grossed up by the sum of the excise tax and the product of
any deductions disallowed because of the inclusion of the gross-up payment in executive’s adjusted
gross income and the highest applicable marginal rate of federal income tax for the calendar year in
which the gross-up payment is made.

The Company’s obligation to provide the foregoing payments and benefits is conditional on the executive’s

ongoing compliance with all applicable post-employment obligations which, among other things, restricts
competitive activity for one year following termination date.
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The following table shows the potential payments upon termination for Mr. Bailey, Mr. McMasters,
Dr. Avelar and Dr. Gross. Payments upon termination will be calculated in accordance with each executive’s

employment agreement.

Without Cause
Termination or
Without Cause Termination Termination
Voluntary Termination or by Executive Resulting
Termination Termination With Good from Loss
by Executive =~ Without Cause by Executive Reason Within of
Without Termination or With Good 24 Months Eligibility
Good Termination Reason Within After an to
Reason or by Executive 24 Months Unapproved Work in
For Cause With Good After a Change Change of Canada/
Name Termination Reason of Control Control Death U.S.
K. Thomas Bailey:
Lump sum severance ........ — 667,333 1,031,333 1,031,333 — 667,333
Bonus for fiscal year of
termination (2009) ........ — 127,400 127,400 127,400 127,400 127,400
Lump sum compensation for
loss of benefits ........... — 34,000 58,000 58,000 — 34,000
Further lump sum ........... — — 364,000 364,000 — —
Exercise of options .......... — — 399,532 399,532 — —
Safe harbor cap adjustment . . . . — — (244,213) — — _
Gross up payment ........... — — — 516,844 — —
Total ................. — 828,733 1,736,052 2,497,109 127,400 828,733
Rui Avelar:
Lump sum severance ........ — 719,931 1,079,897 1,079,897 — 719,931
Bonus for fiscal year of
termination (2009) ........ — 106,226 106,226 106,226 106,226 106,226
Lump sum compensation for
loss of benefits ........... — 38,219 61,150 61,150 — 38,219
Further lump sum ........... — — 287,972 287,972 — —
Exercise of options .......... — — 302,050 302,050 — —
Total ................. — 864,376 1,837,296 1,837,296 106,226 864,376
Jeffrey Gross:
Lump sum severance ........ — 562,261 843,391 843,391 106,226 562,261
Bonus for fiscal year of
termination (2009) ........ — 73,555 73,555 73,555 73,555 73,555
Lump sum compensation for
loss of benefits ........... — 38,219 61,150 61,150 — 38,219
Further lump sum ........... — — 224,904 224,904 — —
Exercise of options .......... — — 182,063 182,063 — —
Safe harbor cap adjustment . . . . — — (37,469) — — —
Gross up payment . .......... — — — 390,620 — —
Total ................. — 674,035 1,347,595 1,775,684 73,555 674,035
David McMasters:
Lump sum severance ........ — 974,380 1,461,570 1,461,570 — 974,380
Bonus for fiscal year of
termination (2009) ........ — 156,875 156,875 156,875 156,875 156,875
Lump sum compensation for
loss of benefits ........... — 42,000 66,000 66,000 — 42,000
Further lumpsum ........... — — 389,752 389,752 — —
Exercise of options .......... — — 319,626 319,626 — —
Safe harbor cap adjustment . . . . — — (154,945) — — _
Gross up payment ........... — — — 638,349 — —
Total ................. — 1,173,255 2,238,878 3,032,172 156,875 1,173,255
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

Equity Compensation Plan Information

The following table sets out information relating to the Company’s equity compensation plans in place at
December 31, 2009. The only equity compensation plans the Company has are the 2006 Stock Incentive Plan,
pursuant to which the Company grants options in Canadian or U.S. dollars and the AMI Stock Option Plan. The
2006 Stock Incentive Plan and the AMI Stock Option Plan are described above under “Executive
Compensation—Angiotech Stock Option Plans.”

Number of securities
Number of securities to Weighted-average remaining available for

be issued upon exercise price of future issuance under
exercise outstanding equity compensation
of outstanding options options and plans (excluding
and rights rights securities reflected in
Plan Category (a) (b) column (a)) (¢)
Equity compensation plans approved by
securityholders:
2006 Stock Incentive Plan—CDNS$ grants ... ... 5,171,709 CDNS$ 5.99 5,294,888
2006 Stock Incentive Plan—U.S.$ grants ....... 2,984,748 US$ 1.64
Equity compensation plans not approved by
securityholders:
AMI Stock OptionPlan . .................... 300,480 US.$ 1544 Nil
Total .. ..o 8,456,937 300,480
Notes:

(1) Available for future issuance under the 2006 Stock Incentive Plan in either Canadian or U.S. dollars.
(2) Represents the number of Angiotech common shares issuable upon the exercise of AMI options.

2010 Stock Incentive Plan

The Company is seeking shareholder approval of a new 2010 Stock Incentive Plan, which is described under
“Proposal 3: Approval of 2010 Stock Incentive Plan” beginning on page 13 of this Proxy Statement.

INDEBTEDNESS TO COMPANY OF DIRECTORS AND EXECUTIVE OFFICERS

There is no indebtedness of any individual who is, or was any time during the financial year ended
December 31, 2009, a director, executive officer, proposed nominee for election as a director, or associate of
them, to or guaranteed or supported by the Company or any of its subsidiaries, either pursuant to an employee
stock purchase program of the Company or otherwise, during the most recently completed financial year. Within
30 days before June 15, 2010, there was no such indebtedness of any current or former executive officer, director
or employee of the Company of any of its subsidiaries.

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS

Other than as described in this Proxy Statement, no informed person or proposed nominee for election as a
director of the Company and no associate or affiliate of the foregoing persons has or has had any material
interest, direct or indirect, in any transaction since the commencement of the Company’s last completed financial
year or in any proposed transaction which, in either such case, has materially affected or will materially affect the
Company or any of its subsidiaries.
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TRANSACTIONS WITH RELATED PERSONS, PROMOTERS AND CERTAIN CONTROL PERSONS

Related-Party Transactions Policy

Pursuant to our Audit Committee Charter, all transactions between us and any of our directors, executive
officers or other related parties are subject to review by our audit committee. Our audit committee, in its sole
discretion, is permitted to consider any factors it deems appropriate in approving any such related-party
transaction.

Certain Relationships and Related Party Transactions

Since January 1, 2009, there has not been, nor is there currently proposed, any transaction or series of
similar transactions to which we were or are a party in which the amount involved exceeds $120,000 and in
which any director, executive officer or beneficial holder of more than 5% of any class of our voting securities or
members of such person’s immediate family had or will have a direct or indirect material interest.

As of June 15, 2010, the Company is not aware of any proceeding or action involving a director, executive
officer or nominee which would be adverse to the Company.

MANAGEMENT CONTRACTS

No management functions of the Company or any of its subsidiaries are performed to any substantial degree
by a person other than the directors or executive officers of the Company.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

No member of the Compensation Committee is or has been a former or current executive officer or
employee of the Company. None of our executive officers served as a director or member of a compensation
committee (or other committee serving an equivalent function) of any other entity whose executive officers
served as a director or member of our Compensation Committee during the fiscal year ended December 31, 2009.

INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON

No person who held a position of director or executive officer of the Company at any time since the
commencement of the last financial year, no proposed nominee for election as a director of the Company and no
associate or affiliate of the foregoing persons has any material interest, direct or indirect, by way of beneficial
ownership of common shares or otherwise, in matters to be acted upon at the Meeting.

DIRECTORS AND OFFICERS’ INSURANCE

The Company maintains insurance for its directors and officers against certain liabilities incurred by them in
their capacity as directors or officers of the Company or its subsidiaries. The aggregate amount of such insurance
is currently $50 million. The policy governing such insurance is subject to standard exclusions and limitations.
During the year ended December 31, 2009, the amount of premiums expensed in respect of such insurance was
approximately $850,000.
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OTHER MATTERS

Management of the Company is not aware of any other matter to come before the Meeting other than as set
forth in the Notice of Meeting. If any other matter properly comes before the Meeting, it is the intention of the
persons named in the enclosed form of proxy to vote the common shares represented thereby in accordance with
their best judgment on such matter.

ADDITIONAL INFORMATION

Additional information relating to the Company, including this Proxy Statement and our Annual Reports are
available on our website at http://www.angiotech.com/investors/proxy and on SEDAR at www.sedar.com. You
may obtain copies of these documents without charge by requesting them in writing or by telephone from the
Company at:

Angiotech Pharmaceuticals, Inc.
1618 Station Street
Vancouver, British Columbia, Canada V6A 1B6
(604) 221-7676
Attention: Investor Relations
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SHAREHOLDER PROPOSALS FOR 2011 ANNUAL MEETING

Pursuant to the Business Corporations Act (British Columbia), if you wish to submit a proposal to be
brought before the 2011 annual general meeting of shareholders and to be included in our proxy statement for
such meeting, we must receive such proposal on or before April 29, 2011. In order to be valid, such proposal
must meet the requirements set out in Section 188 of the Business Corporations Act (British Columbia). Please
address your proposal(s) to the Company’s registered office at 1200 Waterfront Centre, 200 Burrard Street, P.O.
Box 48600, Vancouver, B.C., Canada V7X1T2.

The deadline for submission of a shareholder proposal for inclusion in our proxy statement for the 2011
annual general meeting of shareholders under Exchange Act Rule 14a-8 is that such proposal must be received at
the Company’s registered office at the address above by February 21, 2010. If, however, the date of the 2011
annual general meeting of shareholders is changed by more than 30 days from the anniversary date of the 2010
annual general and special meeting, then the deadline under Exchange Act Rule 14a-8 to submit proposals to be
included in our proxy statement will be a reasonable time before we begin to print and send our 2011 annual
general meeting proxy materials. We plan to announce the expected date for the 2011 annual general meeting in
our future public filings with the SEC to provide shareholders with reasonable notice of the meeting date.

DATED June 15, 2010.

BY ORDER OF THE BOARD OF DIRECTORS

K. Thomas Bailey
Chief Financial Officer
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1.

APPENDIX A
2010 Stock Incentive Plan

ANGIOTECH PHARMACEUTICALS, INC.

PURPOSE OF THE PLAN

Angiotech Pharmaceuticals, Inc. (the “Company”) hereby establishes an equity-based long-term incentive

compensation plan for Key Persons (as defined below), to be known as the “2010 Stock Incentive Plan” (the
“Plan”). The purpose of the Plan is to promote the long-term success of the Company by providing Participants a
proprietary interest in the Company and thereby encouraging those people to perform their duties to the best of
their abilities and to devote their business time and efforts to further the growth and development of the
Company. The Plan is also intended to assist the Company in attracting and retaining individuals with superior
experience and ability.

2.1

2.2
23

24

2.5

2.6

DEFINITIONS
For purposes of this Plan, the following terms shall have the following meanings:

“Award” means an award of Stock Options, SARs (whether or not in tandem with a grant of stock options),
RSUs and DSUs granted to a Participant under the Plan.

“Award Agreement” means an agreement evidencing the terms of the grant of an Award to a Participant.

“Blackout Period” means an interval of time during which the Company has determined that one or more
Participants may not trade any securities of the Company because they may be in possession of material
nondisclosed confidential information pertaining to the Company.

“Board” means the board of directors of the Company and any committees of the board of directors to
which any or all authority, rights, powers, and discretion with respect to the Plan has been delegated.

“Cause” means, for any Participant, the meaning given to such term in an employment agreement in effect
as of or after a Grant Date, or in the absence of such an agreement it shall mean with respect to such
Participant any of the following, as determined by the Company:

(i)  the failure of such Participant to substantially perform any portion of his or her duties;

(i)  misconduct by such Participant which is, or is likely to be, injurious to the Company or any of its
subsidiaries, monetarily or otherwise;

(iii) such Participant’s conviction of, or plea of guilty or nolo contendere to, a felony;
(iv) such Participant’s negligent performance of his or her duties;

(v)  any material breach by such Participant of the terms of this Plan, an Award Agreement, or any other
agreement with the Company or any of its subsidiaries to which such Participant is a party; or

(vi) aviolation of the Company’s written policies regarding ethical business practices or any other
serious violation of any written policy of the Company or any of its subsidiaries.

“Change of Control” means the occurrence of any one or more of the following:

(i)  achange in the composition of the Board as a result of which fewer than one-half of the incumbent
directors are individuals who were directors 12 months before the change; but excluding any such
change in the composition of the Board made with the approval of the Board as it was constituted
immediately before the change;

(i) the acquisition or aggregation by any person, entity, or group of persons or entities acting jointly or
in concert (“Acquiror”) of beneficial ownership or control of Voting Securities (including, without
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2.7
2.8
2.9

2.10

2.11

2.12

2.13

limitation, the power to vote or direct the voting thereof), as a result of which the Acquiror and/or
associates and/or affiliates of the Acquiror become entitled to cast or direct the casting of 50% or
more of the votes attached to all of the outstanding Voting Securities which may be cast to elect
directors (regardless of whether a meeting has been called to elect directors), but excluding a change
in the relative beneficial ownership of the Acquiror in Voting Securities resulting solely from a
reduction in the aggregate number of the outstanding Voting Securities, unless and until the Acquiror
increases, in any manner, directly or indirectly, the Acquiror’s beneficial ownership or control of
Voting Securities (after which the Acquiror and/or associates and/or affiliates of the Acquiror are
entitled to cast or direct the casting of 50% or more of the votes attached to all of the outstanding
Voting Securities which may be cast to elect directors);

(iii)  the disposition of all or substantially all of the assets of the Company pursuant to a merger,
consolidation, or other transaction, unless the common shares of the entity or entities that succeed to
the business of the Company, and any other shares entitled to vote for the election of directors of
such entity or entities, are beneficially owned or controlled by persons, entities, or groups of persons
or entities acting jointly or in concert who held beneficial ownership or control of Voting Securities
immediately before such merger, consolidation, or other transaction, in substantially the same
proportion as they owned such Voting Securities;

(iv) the adoption of a resolution to wind-up, dissolve, or liquidate the Company; or

(v) aconsolidation, merger, amalgamation, arrangement, or other reorganization or acquisition of the
Company, as a result of which the holders of Voting Securities immediately before the completion of
such transaction hold less than 50% of the outstanding common shares and other shares entitled to
vote for the election of directors of the successor corporation after completion of the transaction.

“Code” means the U.S. Internal Revenue Code of 1986, as amended.
“Company” means Angiotech Pharmaceuticals, Inc. and its successors.

“Disability” means any disability with respect to a Participant which the Board, in its sole discretion,
considers likely to prevent permanently the Participant from:

(i)  being employed or engaged by the Company, its Related Entities or another employer, in a position
the same as or similar to that in which he was last employed or engaged by the Company or its
Related Entities; or

(i1)  acting as a director or officer of the Company or its Related Entities; or

(iii) engaging in any substantial gainful activity by reason of any medically determinable mental or
physical impairment that can be expected to result in death or which has lasted or can be expected to
last a continual period of not less than 12 months.

“Disinterested Shareholder Approval” means approval of a matter by a simple majority of votes cast by all
holders of Shares at a meeting of such holders where holders of Shares who are Insiders of the Company
do not vote any of their Shares in respect of such matter.

“DSU” means a deferred share unit which provides a Participant with a right, upon satisfaction of the
vesting and other conditions contained in this Plan and the relevant Award Agreement (including, without
limitation, the occurrence of the Participant’s Separation from Service), to receive an amount equivalent in
value to one Share in accordance with the terms of this Plan and the Award Agreement.

“Exercise Price” means the exercise price of a stock option or the base price of a SAR, each of which shall
not be less than 100 percent of the Fair Market Value of a Share on the trading day immediately prior to
the Grant Date, subject to adjustment pursuant to Section 11.

“Expiry Date” means the seventh anniversary of the Grant Date of a Stock Option or a SAR, unless:

(i)  such Award is earlier terminated as provided under the Plan or the applicable Award Agreement; or
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(i)  a Blackout Period is in effect on the Expiry Date, in which case, subject to any terms in the
applicable Award Agreement the Expiry Date will be automatically extended to the date which is 10
days after the end of any such Blackout Period.

“Fair Market Value” of a Share on any date shall be the closing sale price per Share during normal trading
hours on either TSX or NASDAQ (as determined by the directors on the Grant Date for any particular
Award) for such date or the last preceding date on which there was a sale of such Shares on TSX or
NASDAQ, as applicable.

“Grant Date” means the date specified in an Award Agreement as the date on which an Award is granted,
provided that the Grant Date shall not be a date prior to the date the Board determines an Award shall be
made and, unless otherwise specified by the Board, the Grant Date shall be the date the Board determines
an Award shall be made.

“Insider” has, with respect to the Company, the meaning given thereto in the Securities Act (Ontario) and
also includes associates and affiliates of any such Insider.

“Key Persons” means directors, officers and other employees of the Company or of a Related Entity, and,
subject to applicable law, consultants to the Company or a Related Entity.

“NASDAQ” means the Nasdaq National Market.
“Participant” means each of the Key Persons granted an Award pursuant to this Plan.

“Related Entities” means those persons or entities that control or are controlled by the Company or that are
controlled by the same person that controls the Company.

“Retirement” means a Participant terminates employment after the Company has received formal written
notice by the Participant that the Participant is terminating employment or service relationship and
Participant is at a minimum of 60 years of age.

“RSU” means a restricted stock unit which provides a Participant with a right, upon satisfaction of the
vesting and other conditions contained in this Plan and the relevant Award Agreement, to receive an
amount equivalent in value to one Share in accordance with the terms of this Plan and the Award
Agreement.

“SAR” means a right, granted under this Plan, representing the right to receive upon the exercise thereof a
payment in Shares issued from treasury on the terms and conditions and calculated in accordance with the
terms of this Plan and the Award Agreement.

“Separation from Service” means, (i) for Participants who are employees, termination of employment with
the Company and each of the Related Entities and (ii) for Participants who are not employees, the cessation
of services for the Company and each of the Related Entities. For greater certainty, where employees are
terminated or other Participants cease providing services, the date of such Separation from Service will be
deemed to be the date which is the later of: (a) the date on which actual notice of such termination is
provided either by the Company or the Participant; and (b) the effective date of such termination or
cessation, if any, which is specified in such notice and any additional notice periods required under
applicable law shall be disregarded in making such determination.

“Shares” means the Common Shares in the capital of the Company as constituted on the date of this Plan;
provided that, in the event of any adjustment pursuant to Section 11, “Shares” shall thereafter mean the
shares or other property resulting from the events giving rise to the adjustment.

“Stock Option” means a right, granted under this Plan, to purchase a Share from treasury at the Exercise
Price in accordance with the terms of this Plan and the Award Agreement. Stock Options granted to
Participants subject to U.S. tax will be “incentive stock options” (within the meaning of Section 422 of the
Code) only to the extent the Award Agreement indicates that such Awards are intended to be incentive
stock options.

A-3



2.27
2.28

2.29

42

43

4.4

“TSX” means the Toronto Stock Exchange.

“Vested” means that (i) a Stock Option or SAR has become exercisable in respect of a number of Shares
thereunder and (ii) the restrictions applicable to an RSU have lapsed, in each case, pursuant to the terms of
the Plan and the applicable Award Agreement.

“Voting Securities” means Shares and any other shares of stock entitled to vote for the election of directors
of the Company.

ADMINISTRATION OF THE PLAN

The Board shall, without limitation, have full and final authority in its discretion, but subject to the express
provisions of the Plan and any Award Agreement, to interpret the Plan and each Award Agreement, to
prescribe, amend and rescind rules and regulations relating to the Plan and the Award Agreements, to make
all other determinations deemed necessary or advisable in respect of the Plan and the Award Agreements
and to determine the terms and conditions of each Award. The interpretation and construction of any
provision of the Plan or any Award Agreement by the Board shall be final and conclusive. Administration
of the Plan shall be the responsibility of the Board and all costs in respect thereof shall be paid by the
Company. The Board may delegate any or all of its authority hereunder to a committee of the Board and
references to the Board under this Plan shall be deemed to include such committee.

TERM OF AND SHARES SUBJECT TO THE PLAN

Term. Unless sooner terminated by the Board, the Plan shall terminate the day before the 10 anniversary
of the date shareholders approve the Plan. All Awards made under the Plan prior to its termination shall
remain in effect until such Awards have been satisfied or terminated in accordance with the terms and
provisions of the Plan and the applicable Award Agreements.

Aggregate Plan Limits. The maximum number of Shares issuable under the Plan shall be equal to the sum
of: (i) the number of Shares available for issuance but not subject to existing options under the Company’s
existing 2006 Stock Option Plan (the “2006 Plan”) as of the Effective Date (3,391,473, as of June 14,
2010) and (ii) any additional Shares that become issuable under the terms of the Company’s existing 2006
Plan following the Effective Date due to forfeiture, surrender, cancellation or termination of any options
granted thereunder. Such maximum number may be adjusted, from time to time, but only upon receipt of
all required regulatory and shareholder approvals. On and after the Effective Date, the Company shall not
issue any further options under the 2006 Plan.

The maximum number of Shares which may be issuable pursuant to Stock Options or SARs granted under
the Plan to a participant in one calendar year shall be 4 million, subject to adjustment pursuant to Section 11.
The maximum number of Shares (or the cash equivalent thereof) which may be issuable pursuant to Awards
(including Awards intended to qualify as “incentive stock options” within the meaning of Section 422 of the
Code) granted under the Plan shall be 13,719,628, subject to adjustment pursuant to Section 11.

Computation of Available Shares. For purposes of computing the total number of Shares available for
grant under the Plan, Shares subject to any Award (or any portion thereof) that has expired or is forfeited
(including Shares subject to a Stock Option upon exercise of a cash-settled tandem SAR (or the net number
of Shares in the case of a stock-settled SAR)), surrendered, cancelled or otherwise terminated prior to the
issuance or transfer of such Shares and Shares subject to an Award (or any portion thereof) or that is settled
in cash in lieu of settlement in Shares shall again be available for grant under the Plan. Notwithstanding the
foregoing, any Shares subject to an Award that are withheld or otherwise not issued upon settlement of any
Award in order to satisfy the Participant’s withholding obligations shall reduce the number of Shares
available for grant under the limitations set forth in this Section 4.

Source of Shares. Shares delivered to Participants in connection with the exercise or settlement of Awards
shall be Shares issued from the treasury of the Company. From time to time, the Board shall reserve for
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issuance such number of Shares as may be necessary to permit the Company to meet its obligations under
the Plan.

TERMS OF AWARDS IN GENERAL

Award Agreements. Each Award shall be confirmed by the execution of an Award Agreement. The
execution of an Award Agreement shall constitute conclusive evidence that it has been completed in
compliance with this Plan.

Vesting Conditions. The Board may determine and impose terms upon which each Award shall become
Vested. For greater certainty, the Company may, by resolution of the Board, amend the terms of Vesting
on any existing Awards, including, but not limited to accelerating the terms of Vesting in whole or in part;
provided, however, that the Board may not extend the terms of Vesting of an Award without the applicable
Participant’s consent.

No Repricing. The Exercise Price of a Stock Option or SAR may not be reduced after the Grant Date of the
Award thereof, either directly or indirectly, without prior approval of the Company’s shareholders, except
for adjustments pursuant to Section 11 of the Plan.

Exclusion from Severance Allowance, Retirement Allowance or Termination Settlement. If the Participant
retires, resigns or is terminated from employment or engagement with the Company or any parent or
subsidiary of the Company, the loss or limitation, if any, pursuant to the Award Agreement with respect to
the right to purchase Shares which were not Vested at that time or which, if Vested, were cancelled, shall
not give rise to any right to damages and shall not be included in the calculation of nor form any part of
any severance allowance, retiring allowance or termination settlement of any kind whatsoever in respect of
such Participant.

Deferral of Payment or Other Settlement of Vested Awards. To the extent that any Award (or portion
thereof) granted to a Participant who is subject to taxation under the Code is determined to constitute
“deferred compensation” within the meaning of Section 409A of the Code, the terms of any such Award
(or portion thereof) permitting the deferral of payment or other settlement thereof or providing for
settlement in cash in lieu of Shares shall be subject to such requirements and shall be administered in such
manner as the Board may determine to be necessary or appropriate to comply with the applicable
provisions of Code Section 409A (or any successor provision) as in effect from time to time.

No Financial Assistance. Neither the Company nor any Related Entity will lend any money or provide any
financial assistance to Participants who are officers or directors of the Company to assist them to exercise
their Awards.

STOCK OPTIONS AND STOCK APPRECIATION RIGHTS

Grant of Stock Options and SARs. The Board may grant Awards of Stock Options and SARs in such amounts
and subject to such Award Agreement terms and conditions as the Board shall determine in its discretion,
subject to the provisions of the Plan. Grants of SARs may be made in tandem with grants of Stock Options, in
which case, to the extent a Participant exercises a Stock Option or the tandem SAR, a proportionate amount
of the related Stock Option or tandem SAR shall terminate and be of no further force and effect.

Exercise of Stock Options and SARs. Except as otherwise provided in an Award Agreement, Stock
Options and SARs may only be exercised (in whole or in part) to the extent Vested at any time during the
period up to 5:00 p.m. Pacific Standard Time on the Expiry Date and shall not be exercisable thereafter.

Manner of Exercise — Stock Options. Subject to Section 6.2 above, to the extent Vested, Stock Options shall be
exercisable at the election of the Participant by delivering to the Company of a notice specifying the number of
Shares in respect of which the Stock Option are exercised. Such notice shall be accompanied by a cheque
payable to the Company (or payment by such other method as may be acceptable to the Company)
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representing payment of both: (a) the Exercise Price for the Stock Option being exercised; and (b) any amounts
required by the Company to be withheld in connection with such exercise as contemplated by Section 12.3.

Manner of Exercise — SARs. Subject to Section 6.2 above, to the extent Vested, SARs shall be exercisable
at the election of the Participant by delivering to the Company of a notice specifying the number of Shares
in respect of which the SARs are exercised. Such notice shall be accompanied by a cheque payable to the
Company (or payment by such other method as may be acceptable to the Company which, for greater
certainty, could include an offset against cash amounts otherwise payable by the Company to the
Participant under Section 6.6(a) below) representing payment of any amounts required by the Company to
be withheld in connection with such exercise as contemplated by Section 12.3.

Issuance of Shares — Stock Options. Upon receipt of the notice and funds contemplated in Section 6.3, the
Company will issue to the Participant one fully paid and non-assessable Share from its treasury in respect
of each Stock Option so exercised.

Issuance of Shares — SARs. Upon receipt of the notice and funds contemplated in Section 6.4, the
Company shall issue from treasury a number of Shares having a value equal to, in respect of each SAR, the
difference between the Exercise Price of such SAR and the Fair Market Value of a Share on the exercise
date, where each such Share to be issued is deemed to have a value equal to the Fair Market Value of the
Shares on the exercise date. For greater certainty, no fractional Shares will be issuable and, in the event
fractional Shares would otherwise be issuable, the number of Shares issuable will be rounded down to the
next lower whole number of Shares and the Participant will be entitled to receive a cash payment equal to
the value of such fractional Share.

GRANTS OF RESTRICTED STOCK UNITS

Grant of RSUs. The Board may grant RSUs in such amounts and subject to such Award Agreement terms
and conditions as the Board shall determine in its discretion, subject to the provisions of the Plan.

Vesting of RSUs. RSUs will vest in accordance with the terms and conditions provided in the applicable
Award Agreement. Subject to the applicable Award Agreement, the vesting conditions for RSUs may be
based on the passage of time, attainment of specified performance goals or any other vesting condition as
determined by the Board in its discretion; provided, however, that each RSU shall vest, if at all, no later
than three years after the date of grant and, for Participants subject to Canadian law, shall be paid in full in
accordance with section 7.3 hereof by the end of the third calendar year following the year in which the
RSU was granted.

Issuance of Shares. The applicable Participant may elect the payment date applicable to each grant of
RSUs in accordance with section 7.2 hereof and applicable law. Such payment date may be later than the
date that such RSU Award shall become Vested. On the payment date:

(a)  the Participant shall deliver a cheque payable to the Company (or payment by such other method as
may be acceptable to the Company) representing payment of any amounts required by the Company
to be withheld in connection with such payment as contemplated by Section 12.3; and

(b)  upon receipt of the payment referred to in sub-paragraph (a), the Company shall issue to the
Participant one fully paid and non-assessable Share from its treasury in respect of each Vested RSU
being submitted on such date.

Notwithstanding the foregoing, for a Participant who is a U.S. taxpayer, the payment date shall occur
immediately following the date such Award becomes Vested.

GRANTS OF DEFERRED SHARE UNITS

Grant of DSUs. The Board may grant DSU Awards in such amounts and subject to such Award Agreement
terms and conditions as the Board shall determine in its discretion, subject to the provisions of the Plan;
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provided, however, to the extent required by applicable law (including, but not limited to, Section 409A of
the Code), DSUs will only be granted to a Key Person who has elected by written notice to receive
compensation for a given calendar year in the form of DSUs prior to the start of such calendar year or such
later date as permitted in accordance with applicable law.

Issuance of Shares. DSUs shall be payable at the times set forth in Section 10 below, unless otherwise
provided in the applicable Award Agreement; provided, however that in no event shall a DSU Award be
payable prior to the date of the applicable Participant’s Separation from Service. On the payment date for any
DSU:

(a) the Participant shall deliver a cheque payable to the Company (or payment by such other method as
may be acceptable to the Company) representing payment of any amounts required by the Company
to be withheld in connection with such payment as contemplated by Section 12.3; and

(b)  upon receipt of the payment referred to in sub-paragraph (a), the Company shall issue to the
Participant one fully paid and non-assessable Share from its treasury in respect of each Vested DSU
being paid on such date.

DIVIDEND EQUIVALENT RIGHTS

The Board may in its discretion include in the Award Agreement applicable to an RSU or a DSU a
dividend equivalent right entitling the Participant to receive amounts equal to the ordinary dividends that
would be paid, during the time such Award is outstanding and unexercised, on the Shares covered by such
Award if such Shares were then outstanding. In the event such a provision is included in an Award
Agreement, the Board shall determine whether such payments shall be made in cash, in Shares or in
another form, whether they shall be conditioned upon the exercise or vesting of the Award to which they
relate, the time or times at which they shall be made, and such other terms and conditions as the Board
shall deem appropriate.

SEPARATION FROM SERVICE; CHANGE OF CONTROL

Separation from Service

Except as otherwise provided in an applicable Award Agreement, upon a Participant’s Separation from
Service, such Participant’s Awards shall be treated as follows:

(a)  Separation from Service Due to Death, Disability or Retirement. If the Participant’s Separation from
Service occurs as a result of his or her death, Disability or Retirement, each of his or her Awards of
(i) Stock Options and SARs, to the extent then vested, shall remain exercisable until the first
anniversary of such Separation from Service; provided, however, that if there is a Blackout Period,
then the time that the Award then held by the Participant may be exercised shall be extended to the
earlier of (y) 10 days after the end of any such Blackout Period and (z) the Expiry Date, and
(i) RSUs, DSUs or any other Award hereunder, to the extent vested but not paid as of the date of
Separation from Service, shall be paid promptly thereafter, unless such accelerated payment would
cause the Participant to incur an additional tax or penalty under Section 409A of the Code. To the
extent an Award is not vested as of the date of Separation from Service, such Award shall be
immediately forfeited and shall be of no further force and effect.

(b)  Separation from Service Due to Termination for Cause or Due to Voluntary Termination by
Participant. If the Participant’s Separation from Service occurs as a result of his or her termination
for Cause or due to the Participant’s voluntary termination of employment, any outstanding Awards
held by such Participant on the date of such Separation from Service shall be cancelled as of such
date and shall be of no further force and effect.

(c)  Separation from Service Other than Due to Death or Disability or Termination For Cause. If the
Participant’s Separation from Service by the Company occurs for a reason other than due to death,
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Disability, or termination by the Company for Cause, all then (i) outstanding Stock Options and
SARs, to the extent then vested, shall remain exercisable until 90 days following Separation from
Service; provided, however, that if there is a Blackout Period, then the time that the Award then held
by the Participant may be exercised shall be extended to the earlier of (y) 10 days after the end of
any such Blackout Period and (z) the Expiry Date, and (ii) RSUs, DSUs or any other Award
hereunder, to the extent vested but not paid as of the date of Separation from Service, shall be paid
promptly thereafter, unless such accelerated payment would cause the Participant to incur an
additional tax or penalty under Section 409A of the Code. To the extent an Award is not vested as of
the date of Separation from Service, such Award shall be immediately forfeited and shall be of no
further force and effect.

10.2 Effect of a Change of Control. Subject to the provisions of any applicable Award Agreement or any other
employment, severance or change in control agreement or arrangement applicable to a Participant, Awards
outstanding upon the occurrence of a Change of Control shall become fully Vested in the event the
Participant’s employment with the Company or any successor thereto is terminated without Cause within two
(2) years following the Change of Control; provided, however, that in the event of any Change of Control
where Awards are not assumed (or substituted) by the surviving corporation or the parent of the surviving
corporation, the Board may, in its sole discretion, (i) provide that Awards shall become fully Vested,

(ii) determine that any or all outstanding Awards granted under the Plan, whether or not Vested, will be
canceled and terminated and that in connection with such cancellation and termination the holder of such
Award may receive for each Share subject to (A) a Stock Option or SAR, a cash payment (or the delivery of
shares of stock, other securities or a combination of cash, stock and securities equivalent to such cash
payment) equal to the difference, if any, between the consideration received by shareholders of the Company
in respect of a Share in connection with such transaction and the Exercise Price of each such Stock Option or
SAR, multiplied by the number of Shares subject to each such Stock Option or SAR; provided that if such
product is zero or less, the Stock Option or SAR may be canceled and terminated without payment therefore
or (B) subject to an RSU or DSU (to the extent such action does not cause the Participant to become liable for
additional tax under Section 409A of the Code), a cash payment (or the delivery of shares of stock, other
securities or a combination of cash, stock and securities equivalent to such cash payment) equal to the
consideration received by other holders of the Company’s Share in conjunction with the transaction
constituting the Change of Control or (iii) provide that the period to exercise Stock Options and SARs granted
under the Plan shall be extended (but not beyond the Expiry Date).

11. ADJUSTMENT OF AWARD PRICE AND NUMBER OF SHARES SUBJECT TO AWARDS

11.1 Adjustments. The number of Shares covered by each outstanding Award, the number of Shares available
for Awards under the Plan, the number of Shares subject to outstanding Awards under the Plan, and the
Exercise Price of each such outstanding Stock Option and SAR shall be proportionately adjusted, as
determined in the sole discretion of the Board, for any increase or decrease in the number of issued Shares
resulting from a stock split, reverse stock split, stock dividend, recapitalization, combination or
reclassification of the Shares, or any other increase or decrease in the number of issued Shares effected
without receipt of consideration by the Company or to reflect any distributions to holders of Shares other
than regular cash dividends. Except as expressly provided herein, no issuance by the Company of shares of
stock of any class, or securities convertible into shares of stock of any class, shall affect, and no adjustment
by reason thereof shall be made with respect to, the number or price of Shares subject to an Award. After
any adjustment made pursuant to this Section 11, the number of Shares subject to each outstanding Award
shall be rounded to the nearest whole number.

12. MISCELLANEOUS

12.1 Right to Employment. Neither this Plan nor any of the provisions hereof shall confer upon any Participant
any right with respect to employment, engagement or appointment or continued employment, engagement
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or appointment with the Company or any Related Entity or interfere in any way with the right of the
Company or any Related Entity to terminate such employment, engagement or appointment.

Necessary Approvals. The Plan shall be effective (the “Effective Date”) only upon the approval of the
shareholders of the Company at the annual general meeting of the Company’s shareholders on July 29, 2010.
The obligation of the Company to deliver Shares pursuant to Awards under the Plan is subject to the approval
of the TSX and any governmental authority having jurisdiction and to the terms and conditions of applicable
securities laws. If any Shares cannot be issued to any Participant for any reason, including, without limitation,
the failure to obtain such approval or to comply with the terms of such securities laws, then the obligation of
the Company to issue such Shares shall terminate and the applicable Awards shall be payable solely in cash.

Withholdings. As a condition of and prior to participation in the Plan, each Participant authorizes the
Company to withhold from any amount otherwise payable to him or her by the Company any amounts
required by any taxing authority to be withheld for taxes of any kind as a consequence of his or her
participation in the Plan. The Company shall also have the right in its discretion to satisfy any such liability
for withholding or other required deduction amounts by retaining or acquiring any Shares, or retaining any
amount payable, which would otherwise be issued or delivered, provided or paid to a Participant under the
Plan. The Company may require a Participant, as a condition to exercise or settlement of an Award to pay
or reimburse the Company for any such withholding or other required deduction amounts related to the
exercise or settlement of such Award.

Amendments to the Plan.

(a)  The Company retains the right to amend or terminate the terms and conditions of the Plan or any
Award Agreement, as applicable, by resolution of the Board (the “Amendment Procedure”) and
without shareholder approval. Any amendment to the Plan shall take effect only with respect to
Awards granted after the effective date of such amendment, provided that it may apply to any
outstanding Awards with the mutual consent of the Company and the Participants to whom such
Awards have been granted. Without limiting the generality of the foregoing, the Board may use the
Amendment Procedure without seeking shareholder approval when:

(i) altering, extending or accelerating the terms and conditions of vesting of any Awards;
(i)  accelerating the Expiry Date of Awards;
(iii)) amending the definitions contained within the Plan;

(iv) amending or modifying the mechanics of exercise of Awards as set forth herein, provided
however, payment in full of the Exercise Price for the Shares issued upon exercise of any
Stock Option shall not be so amended or modified,;

(v) effecting amendments of a “housekeeping” or ministerial nature including, without limiting
the generality of the foregoing, any amendment for the purpose of curing any ambiguity, error,
inconsistency or omission in or from the Plan or any Award Agreement;

(vi) effecting amendments necessary to comply with the provisions of applicable laws (including,
without limitation, the rules, regulations and policies of the TSX or NASDAQ);

(vii) effecting amendments respecting the administration of the Plan;
(viii) effecting amendments necessary to suspend or terminate the Plan; and

(ix) any other amendment, whether fundamental or otherwise, not requiring shareholder approval
under applicable law (including, without limitation, the rules, regulations, and policies of the
TSX or NASDAQ).
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(b) Notwithstanding Section 12.4(a) and for greater certainty, shareholder approval (by a simple
majority) of votes cast by holders of Shares at a meeting of such shareholders) will be required for
the following types of amendments:

(i)  any reduction in the Exercise Price of a Stock Option if the Participant is not an Insider at the
time of the proposed amendment; and

(ii) amendments required to be approved by shareholders under applicable law (including, without
limitation, pursuant to the rules, regulations and policies of the TSX or NASDAQ).

(¢) Notwithstanding Sections 12.4(a) and (b) and for greater certainty, Disinterested Shareholder
Approval will be required for the following types of amendments:

(i)  any reduction in the Exercise Price of a Stock Option if the Participation is an Insider at the
time of the proposed amendment;

(ii) amendments that increase the number of Shares issuable under the Plan, except such increases
by operation of Section 11 of the Plan; and

(iii) amendments requiring Disinterested Shareholder Approval under applicable law (including,
without limitation, pursuant to the rules, regulations and policies of the TSX or NASDAQ).

Form of Notice. Any notice given to the Company shall be in writing, signed by the Participant and
delivered to the Secretary of the Company.

No Representation or Warranty. The Company makes no representation or warranty as to the future market
value of any Shares issued in accordance with the provisions of the Plan.

Compliance with Applicable Law. If any provision of the Plan or any Award Agreement contravenes any
law or any order, policy, by-law or regulation of any regulatory body or TSX or NASDAQ having
authority over the Company or the Plan, then such provision shall be deemed to be amended to the extent
required to bring such provision into compliance therewith.

No Assignment or Transfer. No Participant may assign or transfer any of his or her rights or Awards under
the Plan, except for estate planning purposes.

Rights of Participants. A Participant shall have no rights whatsoever as a shareholder of the Company in
respect of any Shares subject to an Award (including, without limitation, voting rights or any right to
receive dividends, warrants or rights under any rights offering) unless, until and only to the extent the
relevant Awards are duly exercised and Shares are issued.

12.10 Conflict. In the event of any conflict between the provisions of this Plan and an Award Agreement, the

provisions of this Plan shall govern. In the event of any conflict between or among the provisions of this
Plan, an Award Agreement and an employment agreement between the Company or one of its subsidiaries
and a Participant, the provisions of such employment agreement shall govern.

12.11 Governing Law. The Plan and each Award Agreement issued pursuant to the Plan shall be governed by the

laws of the Province of British Columbia and the federal laws of Canada applicable therein.

12.12 Code Section 409A. Notwithstanding anything herein or in any Award Agreement to the contrary, in the

event any Award is determined to be “deferred compensation” (within the meaning of Section 409A of the
Code and the applicable regulations and guidance promulgated thereunder) and the applicable Participant
is deemed to be a “specified employee” (within the meaning of Section 409A of the Code) as of the date of
such Participant’s Separation from Service, then such Award shall be settled or paid on the first business
day of the seventh calendar month following the date of such Separation from Service. For purposes of this
Plan, to the extent an Award is determined to be deferred compensation within the meaning of

Section 409A, such Award shall only be paid or settled upon a Separation from Service to the extent such

Separation from Service constitutes a “separation from service” within the meaning of Section 409A of the
Code.
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APPENDIX B

Resolution Adopting and Approving 2010 Stock Incentive Plan
RESOLVED, that the “2010 Stock Incentive Plan,” the form of which has been made available to the
Company’s shareholders, including a total of 13,937,756 shares being subject to the 2006 Stock Incentive Plan,

be adopted and approved by the Company, and that all grants of stock options by the Company occurring after
the receipt of such regulatory approval be pursuant to the “2010 Stock Incentive Plan.”
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