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ANGIOTECH PHARMACEUTICALS, INC. 
 

For the three month period ended March 31, 2007 
 
(All amounts following are expressed in U.S. dollars unless otherwise indicated.) 
 
MANAGEMENT'S DISCUSSION & ANALYSIS OF FINANCIAL CON DITION AND RESULTS OF 
OPERATIONS 
 
The following management’s discussion and analysis (“MD&A”), dated April 30, 2007, provides an update to the 
MD&A for the year ended December 31, 2006 and should be read in conjunction with our unaudited consolidated 
financial statements for the three month period ended March 31, 2007 and our audited consolidated financial 
statements for the year ended December 31, 2006, both of which have been prepared in accordance with U.S. 
generally accepted accounting principles (“U.S. GAAP”), including, as applicable, the rules and regulations of the 
United States Securities and Exchange Commission (“SEC”) for the presentation of interim financial information. 
Additional information relating to our Company, including our 2006 audited consolidated financial statements and 
2006 Annual Information Form (“AIF”), is available by accessing the SEDAR website at www.sedar.com or the 
EDGAR website at www.sec.gov/edgar. 
 
Forward-Looking Statements and Cautionary Factors That May Affect Future Results 
 
Statements contained in this MD&A that are not based on historical fact, including without limitation statements 
containing the words “believes,” “may,” “plans,” “will,” “estimates,” “continues,” “anticipates,” “intends,” “expects” 
and similar expressions, constitute “forward-looking statements” within the meaning of the U.S. Private Securities 
Litigation Reform Act of 1995 and constitute “forward-looking information” within the meaning of applicable 
Canadian securities laws. All such statements are made pursuant to the “safe harbor” provisions of applicable 
securities legislation. Forward-looking statements may involve, but are not limited to, comments with respect to our 
objectives and priorities for 2007 and beyond, our strategies or future actions, our targets, expectations for our 
financial condition and the results of, or outlook for, our operations, research development and product and drug 
development. Such forward-looking statements involve known and unknown risks, uncertainties and other factors 
that may cause the actual results, events or developments to be materially different from any future results, events or 
developments expressed or implied by such forward-looking statements. 
 
Many such risks, uncertainties and other factors are taken into account as part of our assumptions underlying these 
forward-looking statements and include, among others, the following: general economic and business conditions, 
both nationally and in the regions in which we operate; market demand; technological changes that could impact our 
existing products or our ability to develop and commercialize future products; competition; existing governmental 
regulations and changes in, or the failure to comply with, governmental regulations; availability of financial 
reimbursement coverage from governmental and third-party payers for products and related treatments; adverse 
results or unexpected delays in drug discovery and clinical development processes; adverse findings related to the 
safety and/or efficacy of our products or products sold by our partners; decisions, and the timing of decisions, made 
by health regulatory agencies regarding approval of our technology and products; the requirement for substantial 
funding to conduct research and development and to expand commercialization activities or consummate 
acquisitions; and any other factors that may affect performance.  
 
In addition, our business is subject to certain operating risks that may cause the actual results expressed or implied by 
the forward-looking statements in this MD&A to differ materially from our actual results. These operating risks 
include: our ability to attract and retain qualified personnel; our ability to successfully complete preclinical and 
clinical development of our products; changes in business strategy or development plans; our failure to obtain patent 
protection for discoveries; loss of patent protection resulting from third-party challenges to our patents; 
commercialization limitations imposed by patents owned or controlled by third parties; our ability to obtain rights to 
technology from licensors; liability for patent claims and other claims asserted against us; our ability to obtain and 
enforce timely patent and other intellectual property protection for our technology and products; the ability to enter 
into, and to maintain, corporate alliances relating to the development and commercialization of our technology and 
products; market acceptance of our technology and products; our ability to successfully manufacture, market and sell 
our products; the continued availability of capital to finance our activities; our ability to continue to service our debt 
obligations; our ability to continue to integrate into our business the operations of American Medical Instruments 
Holding, Inc. (“AMI”); our ability to achieve the operational and other synergies and the other commercial or 
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financial benefits expected as a result of the acquisition of AMI; and any other factors referenced in our other filings 
with the applicable Canadian securities regulatory authorities or the SEC.  
 
For a more thorough discussion of the risks associated with our business, see the “Risk Factors” section in our AIF 
for the year ended December 31, 2006. 
 
Given these uncertainties, assumptions and risk factors, readers are cautioned not to place undue reliance on such 
forward-looking statements. We disclaim any obligation to update any such factors or to publicly announce the result 
of any revisions to any of the forward looking statements contained in this MD&A to reflect future results, events or 
developments. 
 
Business Overview 
 
We are a specialty pharmaceutical and medical device company that discovers, develops and markets innovative 
technologies and medical products for diseases and complications associated with medical device implants, surgical 
interventions and acute injury. Our proprietary technologies include various drug, drug delivery, surface modification 
and other medical biomaterials technologies. Our research and development efforts focus on understanding and 
characterizing biological conditions that often occur concurrent with medical device implantation, surgery or acute 
trauma, including scar formation and inflammation, cell proliferation, infection and tumor tissue overgrowth. Our 
strategy is to apply these various technologies to create and commercialize novel, proprietary medical device, 
surgical implant and pharmaceutical products that reduce procedure side effects, improve surgical outcomes, shorten 
hospital stays, or are easier or safer for a physician to use. 
 
We develop our products using a proprietary and systematic discovery approach. We use our drug screening 
capabilities to identify new uses for known pharmaceutical compounds. We look for compounds that address the 
underlying biological causes of conditions that can occur concurrent with medical device implantation, surgery or 
acute trauma. Once appropriate drugs have been identified, we formulate the drug, or combination of drugs, with our 
portfolio of drug, drug delivery and surface modification technologies and biomaterials to develop a novel drug-
eluting medical device or surgical implant. We have patent protected, or have filed patent applications for, our 
technology and many of our products and potential product candidates.  Our portfolio of intellectual property 
developed, licensed or acquired to date, includes over 240 issued U.S. patents and 240 pending U.S. patent 
applications. 
 
On March 23, 2006, we acquired 100% of the equity of privately-held American Medical Instruments Holdings, Inc. 
(“AMI”), a leading independent manufacturer of over 5,000 specialty, single-use medical devices and medical device 
components targeting various surgical and interventional medical markets. The AMI acquisition significantly 
diversified our sources of revenue and provided us with commercial resources, including sales, marketing, and 
manufacturing capabilities. AMI also provided us with a broad portfolio of medical device products to which we may 
apply our various proprietary technologies. Since the AMI acquisition, we have generated a significant portion of our 
revenue from direct product sales as a complement to our royalty revenue derived from sales of TAXUS coronary 
stents and other products by our corporate partners. The AMI acquisition constituted a “significant acquisition” under 
National Instrument 51-102. In connection with the AMI acquisition we filed a business acquisition report on Form 
51-102F4. 
 
We operate in two segments: Pharmaceutical Technologies and Medical Products. 
 
Pharmaceutical Technologies: 
 
The Pharmaceutical Technologies segment develops, licenses and sells technologies that improve the performance of 
medical devices and the outcomes of surgical procedures. These technologies include various drug, drug delivery and 
surface modification materials and other medical biomaterials designed to be applied across a wide range of medical 
devices and technologies, surgical procedures and medical disciplines. This segment focuses primarily on 
establishing product development and marketing partnerships with major medical device, pharmaceutical or 
biomaterials companies and to date has derived the majority of its revenue from royalties due from partners that 
develop, market and sell products incorporating our technologies. Currently our principal revenues in this segment 
come from royalties derived from sales by Boston Scientific Corporation (“BSC”) of TAXUS® coronary stent 
systems incorporating the drug paclitaxel. We also expect to apply certain of the technologies developed by this 
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business segment to develop novel next generation products for the Medical Products segment to market and sell 
directly to end users or medical product distributors. 
 
Medical Products: 
 
The Medical Products segment manufactures and markets a wide range of single use, specialty medical devices, with 
products focused primarily on general surgery, oncology and tumor biopsy, interventional radiology and vascular 
surgery, ophthalmology and aesthetic surgery. The Medical Products segment also manufactures finished medical 
devices and medical device components for third party medical device manufacturers and marketers.  
 
The Medical Products segment has several specialized direct sales and distribution organizations in the U.S. and the 
European Union (“E.U.”), as well as significant manufacturing capabilities. This business segment derives the 
majority of its revenue from direct product sales to end users or various medical products distributors. Many of these 
products are made using our proprietary manufacturing processes, or are protected by intellectual property.  
 
As discussed above, it is expected that the Medical Products segment may eventually market and sell certain products 
developed by the Pharmaceutical Technologies segment through its direct sales and distribution channels, and may 
apply certain of that segment’s technologies to its products to create novel, next generation medical products to 
market directly to end users or medical products distributors. There are currently numerous product development 
efforts underway that explore the application of certain of Pharmaceutical Technologies’ proprietary drug, drug 
delivery and surface modification materials and other medical biomaterials to products marketed by our Medical 
Products segment. 
 
Recent Developments 
 
Significant Developments during the First Quarter of 2007  

• In March 2007, we initiated a U.S. pivotal human clinical trial designed to evaluate the safety and efficacy 
of the Vascular Wrap™ in the prevention of stenosis following surgical implantation of an ePTFE 
vascular graft in the upper extremity for vascular (AV) access in hemodialysis patients. The trial enrolled 
its first patient in March 2007, and is expected to enroll a total of approximately 628 patients at 50 centers 
in the United States. Should this trial provide positive safety and efficacy data, we would submit the 
results to the FDA and attempt to secure approval to market the Vascular Wrap in the U.S. 

• In January 2007, we launched the first of the next-generation products we are developing using the Quill 
technology.  The Quill® Self-Retaining System (“SRS”) for various wound closure and tissue approximation 
applications in general and aesthetic surgery uses a patented barbed design.  We believe that the Quill® SRS 
offers an elegant time-saving option for surgeons by eliminating the need for knots while providing improved 
tissue approximation.   

 
• Shortly after the end of the first quarter of 2007, we eliminated the Contour Thread brand in order to focus on the 

single brand name of Quill®, as well as to focus manufacturing and sales efforts on the products and surgical 
indications with the highest near term return on investment and sales potential.  The Quill® brand will continue to 
be sold for open facelifts and other cosmetic procedures, but the Contour Thread brand will not be continued and 
will not be promoted for closed facelift procedures.  

 
During, and shortly after, the first quarter of 2007, we announced three additions to our senior management team.  
 
• On March 7, 2007, Victor Diaz was appointed Senior Vice President, Global Manufacturing and Supply Chain 

Management.  Mr. Diaz is responsible for aligning our people and manufacturing resources, building out our 
supply chain strategy, developing best practices across all of our facilities, and increasing manufacturing and 
operational productivity.  Prior to joining us, Mr. Diaz was Vice President, Global Operations at Teleflex 
Medical, the medical device and instrument manufacturing division of Teleflex Corporation. During his career at 
Teleflex, Mr. Diaz led a staff of 4,200 people and was responsible for the global manufacturing, procurement, 
distribution and complete supply chain with 25 plants and 23 distribution centers in 10 countries in Europe, Asia, 
Latin America and the U.S.  Mr. Diaz also spent three years at Tyco Healthcare Respiratory where he was Vice 
President of Manufacturing, responsible for 11 manufacturing facilities in 5 countries in Europe, Mexico, and the 
U.S.  
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• On March 22, 2007, Santi Corsaro was appointed Vice President, Sales and Marketing for non-U.S. markets. Dr. 

Corsaro will oversee our European commercial operations. He is responsible for initiating a profitable growth 
strategy on a country-by-country basis, building local sales organizations and marketing teams, and establishing 
direct sales subsidiaries in key European countries.  Prior to joining us, Dr. Corsaro spent over 20 years working 
for the Johnson & Johnson (J&J) Group in Europe. Most recently, Dr. Corsaro was President and Managing 
Director of J&J Medical Holding SpA Italy, where he was responsible for merging four different J&J 
organizations under a single legal entity. Prior to this, Dr. Corsaro was the European President of Cordis, a 
subsidiary of J&J, where he managed 300 employees and was responsible for reorganizing the European Cordis 
structure and increasing drug-eluting stent adoption rates. Dr. Corsaro was also Worldwide President for J&J’s 
A.S.P. (Advanced Sterilization Products) company.  

 
• On April 3, 2007, Chris Dennis was appointed Senior Vice President, Sales and Marketing.  Mr. Dennis is 

focused on building a global sales and marketing organization with a commercialization strategy that includes our 
identified focus markets.  Prior to joining us, Mr. Dennis was Global President of J&J’s OrthoNeutrogena 
company (pharmaceuticals and aesthetic devices), where he was responsible for overall strategy and business 
growth initiatives. Previously, he held the position of Vice President, Marketing & Sales for Janssen Ortho, Inc. 
(pharmaceuticals), where he managed the sales and marketing of a wide range of prescription medications.  

 
 
Clinical Programs 
 
Our discovery approach has yielded a number of product candidates that are in various stages of research and clinical 
development.  The following table outlines our most advanced product candidates and their stage of development:  
  
       

Product  Indications  Regulatory Status  Partner 
       

Vascular WrapTM  
(paclitaxel-eluting 
mesh) 

 Peripheral vascular 
disease 

 Filed for CE Mark in November 2006  Edwards (for European 
distribution only) 

       
  Arteriovenous access  Received E.U. approval in 2006 to 

begin clinical study; Vaxsys Synergy 
pivotal study in the U.S. initiated in 
March 2007 

 Edwards (for European 
distribution only) 

       
Anti-Infective 
Catheter 

 General  Pivotal human clinical study for U.S. 
currently enrolling 

 None 

       
TAXUS Liberté 
(paclitaxel-eluting 
coronary stent) 

 Coronary artery disease  Pivotal study (“ATLAS”) designed for 
U.S. approval; commercially available 
in the E.U. and various other countries 
outside the U.S. 

 BSC 

       
ZILVER® PTX 
paclitaxel-eluting 
peripheral vascular 
stent 

 Peripheral vascular 
disease 

 E.U. and U.S. first-in-man studies in 
femoral-popliteal indications currently 
enrolling 

 Cook 

       
 
 

• Vascular WrapTM . Our paclitaxel-eluting mesh surgical implant, or Vascular Wrap, is designed to treat 
complications, including graft stenosis or restenosis, that may occur in connection with vascular graft 
implants in hemodialysis patients or patients that have peripheral artery disease. Vascular grafts are 
implanted in patients in order to bypass diseased blood vessels, or to provide access to the vascular system 
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of kidney failure patients in order to facilitate the process of hemodialysis.  In many cases, these vascular 
grafts fail due to proliferation of cells or scar into the graft (graft stenosis or restenosis), which can 
negatively impact blood flow through the vascular graft.  We have conducted, or are in the process of 
conducting, human clinical trials to assess the safety and efficacy of our Vascular Wrap product, which is 
designed to elute the drug paclitaxel at the site of the vascular graft in order to reduce the incidence of 
stenosis or restenosis.  In November 2006, we announced the results from our initial human clinical trial, 
which was conducted in the EU and was designed to evaluate the safety of the Vascular Wrap product in 
patients with peripheral artery disease in the limb. In this study, the Vascular Wrap product was well 
tolerated, with no adverse events being considered related to the use of the product. With the results of 
this trial, in November 2006 we filed for a CE Mark in order to obtain the ability to market and sell the 
Vascular Wrap in the EU for peripheral vascular disease. Upon receipt of a CE Mark, we plan to 
commence commercialization of our Vascular Wrap product in the EU and in certain other countries 
outside the U.S. In March 2007, we initiated a U.S. pivotal human clinical trial designed to evaluate the 
safety and efficacy of the Vascular Wrap™ in the prevention of stenosis following surgical implantation 
of an ePTFE vascular graft in the upper extremity for vascular (AV) access in hemodialysis patients. The 
trial enrolled its first patient in March 2007, and is expected to enroll a total of approximately 628 patients 
at 50 centers in the United States. Should this trial provide positive safety and efficacy data, we would 
submit the results to the FDA and attempt to secure approval to market the Vascular Wrap in the U.S. 

• Anti-Infective Catheter. Central venous catheters (“CVC”) are usually inserted into critically ill patients 
for extended periods of time to administer fluids, drugs, and nutrition, as well as facilitate frequent blood 
draws. Through our proprietary drug identification strategy, we have elected to evaluate 5-Fluorouracil 
(“5-FU”), a drug previously approved by the FDA for treatment of various types of cancer, as a compound 
that may help to prevent certain types of infection in patients receiving a CVC. Our 5-FU-eluting CVC is 
currently undergoing a human clinical trial in the U.S. designed to assess the safety and efficacy of the 
catheter in preventing various types of catheter related infections. The study is a randomized, single-blind, 
930-patient, 25-center study. There were 696 patients enrolled in the study as of March 31, 2007.  If the 
CVC study results are favorable, we intend to request a 510(k) clearance from the FDA to market and sell 
the CVC in the U.S. 

• TAXUS Liberté paclitaxel-eluting coronary stent system.  The TAXUS Liberté paclitaxel-eluting coronary 
stent system, which was developed and is under evaluation in clinical trials being conducted by our partner BSC, 
represents BSC’s next generation product incorporating our research, technology and intellectual property related 
to the use of paclitaxel to prevent restenosis and other local inflammatory diseases. It has been designed to further 
enhance coronary stent deliverability and blood vessel conformability, particularly in challenging coronary 
lesions. BSC has to date commenced sales of the TAXUS Liberté only in countries outside of the U.S. On August 
24, 2004, BSC initiated the ATLAS trial, a pivotal study to collect data to support regulatory filings in the U.S. 
for product commercialization of TAXUS Liberté. The ATLAS trial is a global, multicenter pivotal study 
designed to support the FDA approval of the TAXUS Liberté stent system. The trial is assessing the safety and 
efficacy of a slow-release dose formulation paclitaxel-eluting TAXUS Liberté stent system. On February 22, 
2005, BSC completed enrolment in the ATLAS trial of 872 patients at 72 sites in the U.S., Canada, Australia, 
New Zealand, Singapore and Hong Kong. In addition to the ATLAS trial, the TAXUS Liberté clinical 
development program includes several expansion studies for long lesion stenting, small vessel stenting and direct 
stenting of coronary lesions. In October 2006, BSC announced 12-month follow up data from the ATLAS trial. 
The data demonstrated that the safety and efficacy benefits with the TAXUS Liberté stent were maintained at 12 
months. These data are currently being reviewed by the FDA, and BSC expects to receive approval and begin 
marketing the TAXUS Liberté stent in the U.S. in 2007. 

 

• ZILVER® PTX paclitaxel-eluting peripheral vascular stent.  The ZILVER PTX paclitaxel-eluting 
peripheral vascular stent, which was developed and is under evaluation in clinical trials being conducted 
by our partner Cook, a multinational medical device manufacturer, is a specialized stent product 
incorporating our proprietary paclitaxel technology and is designed for placement in diseased arteries in 
the limbs to restore blood flow. The ZILVER PTX paclitaxel-eluting peripheral stent is designed to 
reduce restenosis following placement of a stent in peripheral artery disease patients and is currently 
undergoing human clinical trials in the U.S. and the EU to assess product safety and efficacy.  These 
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studies are being conducted by our partner Cook, which is a co-exclusive licensee, together with BSC, to 
our proprietary paclitaxel technology to reduce restenosis following stent placement in peripheral artery 
disease.  In January 2007, Cook released nine-month data from its EU clinical study. The preliminary data 
presented by Cook on the first 60 patients in the randomized trial, which is examining the safety of using 
Cook's ZILVER PTX paclitaxel-eluting stent to treat blockages, or lesions, of the superficial femoral 
artery (“SFA”) above the knee, indicated that the ZILVER PTX stent showed an equal adverse event rate 
to conventional angioplasty for treating SFA lesions. The ZILVER PTX stent also displayed a zero-
percent fracture rate for 41 lesions at six months and 18 lesions at one year. Effectiveness of the device in 
treating lesions of the SFA will be evaluated in a pivotal trial, which is expected to start in 2007 in the 
U.S.  The study is planned to enroll 420 patients at 50 investigative sites. 

Acquisitions 
 
For a full summary of significant acquisitions, refer to our AIF for the year ended December 31, 2006.   
 
Quill Medical, Inc. (“Quill”) 
 
On June 26, 2006, we completed the acquisition of 100% of the equity of Quill.  Through this transaction, we 
acquired the rights, in all possible fields of use, to develop and market applications of the Quill proprietary self-
anchoring suture technology, including in a variety of general and specialty surgical and aesthetic surgery 
applications.  Unlike conventional sutures which are smooth, the Quill products have tiny teeth-like barbs or cogs 
along the surface. This “self-anchoring” suture technology may be used to close certain wounds or surgical incisions 
without the need for suture knots. Eliminating knot-tying can save surgical time, may reduce the risk of infection, and 
may reduce wound leakage.  
 
The Quill acquisition was accounted for using the purchase method of accounting. The assets, liabilities, revenues 
and expenses of Quill were included in our consolidated financial statements from June 26, 2006, the date of 
acquisition. Total consideration of $40.3 million, including direct acquisition costs, was allocated to the assets 
acquired and liabilities assumed based on preliminary fair values at the date of acquisition resulting in preliminary 
identifiable intangible assets of $39.9 million and goodwill of $13.1 million at the end of June 2006.  Subsequent to 
the acquisition, more detailed valuation procedures were performed on the assets acquired and additional information 
was obtained resulting in a finalized purchase price allocation to identifiable intangible assets of $50.0 million and 
goodwill of $7.0 million as of March 31, 2007.  Goodwill is the excess of the purchase price over the net assets and 
liabilities which includes the tax basis of the assumed assets and liabilities.  The allocation of the purchase price of 
the net assets acquired was finalized during the first quarter of 2007.   
 
We are currently working to develop a portfolio of next-generation products using the Quill technology.  In January 
2007, we launched the first of these new products, the Quill® Self-Retaining System (“SRS”) for various wound 
closure and tissue approximation applications in general and aesthetic surgery.  
 
The launch of the Quill® SRS for various indications in January 2007, as described above, triggered a development 
milestone payment of $10.0 million, payable in cash or in Angiotech stock (or a combination thereof) at our 
discretion, in the third quarter of 2007. This milestone payment is creditable against any other future contingent 
payments that may be made depending on whether certain sales levels of the Quill SRS are achieved.  This $10.0 
million payable was recorded as an increase to goodwill during the three months ended March 31, 2007. 
 
American Medical Instruments Holdings, Inc. (“AMI”) 
 
On March 23, 2006, we completed the acquisition of 100% of the equity of AMI.  In the fourth quarter of 2006, we 
began the process of replacing the divisional structure of AMI with a centralized operational structure that is 
integrated into the other functions of Angiotech. The restructuring is expected to result in a more efficient operating 
structure.  As part of these centralization activities, certain employees were terminated which resulted in 
approximately $1.2 million in severance and related costs during the three months ended March 31, 2007. 
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Collaboration, License and Sales and Distribution Agreements 
 
In connection with our research and development efforts, we have entered into various arrangements with corporate 
and academic collaborators, licensors, licensees and others for the research, development, clinical testing, regulatory 
approval, manufacturing, marketing and commercialization of our product candidates.  Terms of the various license 
agreements may require us, or our collaborators, to make milestone payments upon achievement of certain product 
development and commercialization objectives and pay royalties on future sales of commercial products, if any, 
resulting from the collaborations.  For a summary of our most significant agreements, refer to our AIF for the year 
ended December 31, 2006.  During the three month period ended March 31, 2007, we recorded the following non-
routine transactions related to our collaboration, license and sales and distribution agreements: 
 
NuVasive, Inc. 
 
In September 2006, we received $20.0 million from NuVasive, Inc, in consideration for entering a milestone and 
royalty buyout agreement for the NeoDisc TM cervical disk replacement device and related technology.  The $20.0 
million consisted of $12.0 million in cash and $8.0 million in NuVasive common stock.  In March 2007, we sold the 
NuVasive common stock for total proceeds of $9.4 million, net of commissions.  We are obligated to pay 
approximately $0.6 million of the consideration received from NuVasive to certain third parties for license fees 
related to the technology and transaction costs.  
 
Collagen Matrix Technologies, Inc.  
 
In March 2007, we terminated a development, license and distribution agreement with Collagen Matrix 
Technologies, Inc. (“CMT”) and paid a termination fee of $0.9 million.  This termination fee was recorded as a 
research and development expense. 
 
 
Critical Accounting Policies and Estimates 
 
Our consolidated financial statements are prepared in accordance with U.S. GAAP.  These accounting principles 
require management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue 
and expenses.  We believe that the estimates and assumptions upon which we rely are reasonable and are based upon 
information available to us at the time the estimates and assumptions were made. Actual results could differ from our 
estimates.   
 
The significant accounting policies and estimates that we believe are the most critical in fully understanding and 
evaluating our reported financial results are described below: 
 
Revenue recognition 
 
We recognize royalty revenue once the amount is determinable, there is reasonable assurance of collection and there 
are no further obligations with respect to the royalty revenue.  Accordingly, we record royalty revenue derived from 
BSC sales of paclitaxel-eluting coronary stent systems on a cash basis due to terms in our agreement with BSC 
regarding reporting deadlines for the financial information that is necessary to accurately estimate the BSC royalty. 
This results in a one quarter lag between the time we record royalty revenue and the time the associated sales were 
recorded by BSC.  
 
Product sales revenue is recognized when a product is shipped to the customer provided we have not retained any 
significant risks of ownership or future obligations with respect to the product shipped.  Revenue from product sales 
is recognized net of provisions for returns, discounts and allowances.  These provisions are estimated and recorded in 
the same period as the related product sales and are based on estimates derived from historical experience.  Amounts 
billed to customers for shipping and handling are included in product sales revenue. The corresponding costs for 
shipping and handling are included in cost of products sold.   
 
License fees are comprised of initial payments and milestone payments from collaborative licensing arrangements.  
Non-refundable milestone payments are fully recognized upon the achievement of the milestone event when we have 
no further involvement or obligation to perform under the arrangement.  Initial payments and milestone payments for 
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which we have ongoing involvement are deferred and amortized into income over the estimated period of our 
ongoing involvement, which varies by each arrangement. 
 
Income tax expense 
 
Income taxes are accounted for under the liability method.  Deferred tax assets and liabilities are recognized for the 
differences between the financial statement and income tax bases of assets and liabilities, and for operating losses 
and tax credit carry forwards.  A valuation allowance is provided for the portion of deferred tax assets that is more 
likely than not to be unrealized.  Deferred tax assets and liabilities are measured using the enacted tax rates and laws.   
 
Significant estimates are required in determining our provision for income taxes. Some of these estimates are based 
on interpretations of existing tax laws or regulations.  Our effective tax rate may change from period to period based 
on the mix of income among the different foreign jurisdictions in which we operate, changes in tax laws in these 
jurisdictions, and changes in the amount of valuation allowance recorded.  

Effective January 1, 2007, we adopted Financial Accounting Standards Board (“FASB”) Interpretation No. 48, 
Accounting for Uncertainty in Income Taxes – an Interpretation of FASB Statement No. 109 (“FIN 48”).  FIN 48 is 
designed to reduce diversity and provide consistent accounting practices and criteria for how companies should 
recognize, measure, present, and disclose in their financial statements all significant uncertain tax positions.  
 
Stock-based compensation 
 
We account for stock-based compensation in accordance with Statement of Financial Accounting Standards Board 
(“SFAS”) 123(R) “Share-Based Payment”, a revision to SFAS 123 “Accounting for Stock-Based Compensation.  
SFAS 123(R) requires us to recognize in the income statement the grant date fair value of share-based compensation 
awards granted to employees over the requisite service period. We use the Black-Scholes option pricing model to 
calculate stock option values, which requires certain assumptions including the future stock price volatility and 
expected time to exercise. Changes to any of these assumptions, or the use of a different option pricing model (such 
as the binomial model), could produce a different fair value for stock-based compensation, which could have a 
material impact on our earnings.    
 
Cash equivalents, short and long-term investments 
 
We invest our excess cash balances in short-term securities, principally investment grade commercial debt and 
government agency notes.  At March 31, 2007, substantially all of our securities were classified as available-for-sale, 
and accordingly, were recorded at fair market value with unrealized gains and losses included in other comprehensive 
income (loss) in shareholders’ equity.  Realized gains and losses and any declines in value that are judged to be 
other-than-temporary are reported in other income and expenses.   
 
As part of our strategic product development efforts, we also invest in equity securities of certain companies with 
which we have collaborative agreements. The equity securities of some of these companies are not publicly traded 
and so fair value is not readily available.  These investments are recorded using the cost method of accounting and 
are tested for impairment by reference to anticipated undiscounted cash flows expected to result from the investment, 
the results of operations and financial position of the investee, and other evidence supporting the net realizable value 
of the investment.   
 
Goodwill  
 
Goodwill is tested for possible impairment at least annually and whenever changes in circumstances occur that would 
indicate an impairment in the value of goodwill.  When the carrying value of a reporting unit’s goodwill exceeds the 
implied fair value of the goodwill, an impairment loss is recognized in an amount equal to the excess.  Circumstances 
that could trigger an impairment include adverse changes or outcomes in legal or regulatory matters, technological 
advances, decreases in anticipated demand and unanticipated competition.  
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Intangible assets 
 
Our identifiable intangible assets are primarily comprised of technologies acquired through our business 
combinations.  Intangible assets also include in-licensed proven medical technologies.  We amortize intangible assets 
on a straight-line basis over the estimated life of the technologies, which range from two to twelve years depending 
on the circumstances and the intended use of the technology.  We determine the estimated useful lives for intangible 
assets based on a number of factors such as legal, regulatory or contractual limitations; known technological 
advances; anticipated demand for our products; and the existence or absence of competition.  We review the carrying 
value of our intangible assets for impairment indicators at least annually and whenever there has been a significant 
change in any of these factors listed above.  A significant change in these factors may warrant a revision of the 
expected remaining useful life of the intangible asset, resulting in accelerated amortization or an impairment charge, 
which would impact earnings. 
 
Results of Operations 
 
Overview 
 
The following discussion and analysis of results from our operations excludes the financial results from our 
discontinued operations (see “Results of Operations - Discontinued Operations”), unless otherwise noted.  The 
results from all prior periods have been reclassified to conform to this presentation. 
 
The results for the comparative three month period ended March 31, 2006 do not include the results of AMI from the 
date of acquisition on March 23, 2006 to March 31, 2006.  The results for this period have been included in the 
results of operations for the three month period ended June 30, 2006. 
 

 Three months ended  
March 31, 

 
 
(in thousands of U.S.$, except per share data)   2007 2006 
     
Revenues     

Pharmaceutical Technologies   $34,572 $41,945 
Medical Products   41,386 - 

Total revenues   75,958 41,945 

Operating income     
Pharmaceutical Technologies   4,887 11,561 
Medical Products   (2,535) - 

Total operating income   2,352 11,561 

Other income (expenses)   (12,052) 409 
Income (loss) from continuing operations before income 
taxes and cumulative effect of change in accounting policy 

   
(9,700) 

 
11,970 

Income tax expense (recovery)   (4,900) 4,389 

Net income (loss) from continuing operations before 
cumulative effect of change in accounting policy 

   
($4,800) 

 
$7,581 

     
Basic net income (loss) per common share, continuing 
operations 

   
(0.06) 

 
0.09 

Diluted net income (loss) per common share, continuing 
operations 

   
(0.06) 

 
0.09 

 
We operate in two reportable segments:  (i) Pharmaceutical Technologies; and (ii) Medical Products.   
 
Our Pharmaceutical Technologies segment includes royalty revenue generated from out-licensing our proprietary 
paclitaxel technology to drug-eluting stent manufacturers, as well as revenue derived from the out license of certain 
biomaterials and other technologies.  This segment also includes our internal and external research and development 
activities and our corporate activities. 
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Operating income from continuing operations for the Pharmaceutical Technologies segment decreased by $6.7 
million to $4.9 million for the three month period ended March 31, 2007 when compared to the same three month 
period in the prior year.  The decrease is due to a $7.6 million decrease in royalty revenue derived from BSC’s sales 
of paclitaxel-eluting coronary stent systems, partly offset by reduced licence and royalty fees payable related to the 
reduction in royalty revenue. 
 
The Medical Products segment manufactures and markets a wide range of single use, specialty medical devices. The 
Medical Products segment also manufactures finished medical devices and medical device components for third 
party medical device manufacturers and marketers.  
 
Operating loss from continuing operations for the Medical Products segment was $2.5 million for the three month 
period ended March 31, 2007.  The operating loss includes $5.9 million of amortization related to intangible assets, a 
$1.2 million charge for employee severance and related costs due to the restructuring and centralization of certain 
operations, $1.1 million in termination costs incurred to exit certain licence and distribution agreements in non-core 
markets, and a $1.4 million gain on the sale of our common stock holdings in NuVasive, Inc.  
 
For the three month period ended March 31, 2007, we recorded a net loss from continuing operations of $9.7 million 
($0.06 basic net loss per share) compared to net income from continuing operations of $7.6 million ($0.09 basic net 
income per share) for the three month period ended March 31, 2006.  The decrease of $17.3 million is due to the 
factors discussed above and an increase of $11.8 million in interest expense related to the debt incurred to partially 
fund the AMI acquisition. 
 
Revenues 
 

 Three months ended  
March 31, 

 
(in thousands of U.S.$) 

  2007 2006 
Pharmaceutical Technologies:     

Royalty revenue – paclitaxel-eluting stents   $31,824 $39,368 
Royalty revenue – other   1,176 1,722 
Product sales    1,100 802 
License fees   472 53 

   $34,572 $41,945 
Medical Products:     

Product sales    41,386             - 
Total revenues   $75,958 $41,945 
 
Royalty revenue derived from sales of paclitaxel-eluting coronary stent systems by BSC for the three month period 
ended March 31, 2007 decreased by 19% as compared to the same three month period in the prior year.  The 
decrease in royalty revenues was a result of lower sales of paclitaxel-eluting stents by BSC. Royalty revenue for the 
current quarter was based on BSC’s net sales for the period October 1, 2006 to December 31, 2006 of $448 million, 
of which $294 million was in the U.S., compared to net sales of $537 million, of which $357 million was in the U.S., 
for the same quarter in the prior year. The average gross royalty rate earned in the three month period ended March 
31, 2007 on BSC’s net sales was 7.7% for sales in the U.S. and 5.9% for sales in other countries compared to an 
average rate of 7.9% for sales in the U.S. and 6.3% for sales in other countries for the same period in the prior year.  
 
Other royalty revenue decreased $546,000 to $1.2 million for the three month period ended March 31, 2007 as 
compared to $1.7 million for the three month period ended March 31, 2006.   
 
We expect revenues in the Pharmaceutical Technologies segment to decrease in the second quarter of 2007 as 
compared to the first quarter of 2007, based on lower sales of paclitaxel-eluting stent systems by BSC in the first 
quarter of 2007 as compared to the fourth quarter of 2006.  Specifically, BSC announced on April 23, 2007 that 
BSC’s worldwide sales of drug-eluting stent systems for the quarter ended March 31, 2007, which are inclusive of 
sales of paclitaxel-eluting stent systems for which we receive royalties, were $468 million, as compared to gross 
drug-eluting stent system revenues of $506 million for the quarter ended December 31, 2006. 
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We expect revenues in the Medical Products segment to increase during the remainder of 2007 as compared to the 
first quarter of 2007, reflecting anticipated growth of certain product lines and the potential impact of selected new 
product launches by this business segment during the year, including the recent launch of the Quill SRS product line. 
 
Expenditures 
 

 Three months ended 
March 31, 

 
 
(in thousands of U.S.$)   2007 2006 
License and royalty fees   $5,441 $6,513 
Cost of products sold    22,792 634 
Research and development    13,763 9,655 
Selling, general and administrative    23,455 10,374 
Depreciation and amortization   8,155 2,166 
In-process research and development   - 1,042 
   $73,606 $30,384 
 
License and royalty fees on royalty revenue 
 
License and royalty fee expenses include license and royalty payments due to certain of our licensors, primarily as a 
result of paclitaxel-eluting coronary stent system royalty revenue received from BSC.  The decrease in this expense 
in the three month period ended March 31, 2007, when compared to the same period in the prior year, reflects the 
decrease in our royalty revenue.  We expect license and royalty fee expense to continue to be a significant cost in the 
remainder of 2007, as royalty fee expense is directly related to royalty revenue. 
 
Cost of products sold 
 
Cost of products sold is comprised of costs and expenses related to the production of our various medical device and 
device component and biomaterial products and technologies, including direct labor, raw materials, depreciation and 
certain fixed overhead costs related to our various manufacturing facilities and operations.  Cost of products sold 
increased by $22.2 million for the three month period ended March 31, 2007 compared to the same period in the 
prior year almost entirely as a result of costs incurred related to product sales derived from the AMI operations, 
which were acquired as of March 23, 2006. As a result of the acquisition completion date, the AMI operations and 
related costs were not reflected in our results of operations for the prior year period.  The gross margin on product 
sales was 46% during the three month period ended March 31, 2007 compared to 50% for the three month period 
ended December 31, 2006, reflecting slightly lower sales relative to fixed overhead costs in certain of our 
manufacturing operations during the quarter, and certain one-time charges including severance costs related to 
restructuring and fees paid to terminate a distribution agreement.  We expect that cost of products sold will continue 
to be significant, and that gross margins may improve during the remainder of 2007, primarily as a result of increased 
sales of selected new product lines that provide higher relative gross margins as compared to existing product lines. 
 
Research and development 
 
Our research and development expense is comprised of costs incurred in performing research and development 
activities, including salaries and benefits, clinical trial and related clinical manufacturing costs, contract research 
costs, patent procurement costs, materials and supplies, and operating and occupancy costs. Our research and 
development activities occur in two main areas: 
 
(i) Discovery and preclinical research - Our discovery and preclinical research efforts are divided into several 
distinct areas of activity, including screening and evaluation of pharmaceuticals, evaluation of mechanism of action 
of pharmaceuticals and pursuing patent protection for our discoveries. 
 
(ii) Clinical research and development - Clinical research and development refers to internal and external activities 
associated with clinical studies of product candidates in humans, and advancing clinical product candidates towards a 
goal of obtaining regulatory approval to manufacture and market these product candidates in various geographies. 
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Research and development expenses by project for the three month periods ended March 31, 2007 and 2006 were as 
follows: 
 
 
(in thousands of U.S.$) 

 Three months ended 
March 31, 

   2007 2006 
     
Discovery and pre-clinical research   $7,052 $6,719 
Ongoing clinical programs:     
   Vascular Wrap™ Paclitaxel-Eluting Mesh   2,321 1,584 
   Anti-infective Central Venous Catheter    1,709 2,083 
   4,030 3,667 
     
Completed clinical programs:     
   Adhibit™ Adhesion Prevention Gel   35 41 
   Other    26 86 
   61 127 
     
Medical products   2,723 56 
     
IPR&D expense   - (1,042) 
     
Stock-based compensation   442 621 
Less:  Depreciation, amortization and inter-company charges 
allocated to projects above 

  (545) (426) 

Total research and development    13,763 9,722 
     
Less:  Research and development relating to discontinued operations   - (67) 
Total research and development relating to continuing operations   $13,763 $9,655 
 
Research and development project expenses include all direct costs as well as an allocation of indirect research and 
development expenses based on direct effort and costs of each project.     
 
Research and development expenditures increased by $4.1 million to $13.8 million for the three month period ended 
March 31, 2007 as compared to $9.7 million for the same period in 2006. The increase was almost entirely as a result 
of costs incurred related to activities of the AMI operations, which were acquired as of March 23, 2006. As a result 
of the acquisition completion date, the AMI research and development costs were not reflected in our results of 
operations for the prior year period.   The addition of discovery and pre-clinical research personnel, a new early stage 
research collaboration, and a one-time payment of $0.9 million to terminate a development agreement, also 
contributed to the increased expenditures during the period.  
 
Selling, general and administrative expenses 
 
Our selling, general and administrative expenses are comprised of costs incurred related to the sale of our various 
medical products and our various management and administrative support functions, primarily salaries, commissions 
and benefits and other operating and occupancy costs.  
 
Total selling, general and administrative expenditures for the three month period ended March 31, 2007 increased by 
$13.1 million compared to the same three month period in the prior year almost entirely as a result of costs incurred 
related to sales activities of the AMI operations, which were acquired as of March 23, 2006. As a result of the 
acquisition completion date, the AMI operations and related costs were not reflected in our results of operations for 
the prior year period.  These increases in expenses were offset by a reduction in professional fees arising from patent 
and litigation related activities of $1.0 million as compared to the same period in the prior year.  The AMI 
expenditures include $8.0 million for direct sales and marketing personnel and activities, $1.6 million for personnel 
costs associated with corporate and support functions, employee severance costs of $1.2 million related to the 
integration of AMI, and $2.4 million for other operating and occupancy costs. 
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During the remainder of 2007, we expect that selling, general and administrative expenses will continue to be higher 
on a quarterly basis as compared to the first quarter of 2007 primarily due to the expansion of sales and marketing 
activities and personnel.  This will be partially offset by a reduction in general and administrative expenses reflecting 
broad spending reduction initiatives as well as certain cost reductions related to reorganization activities completed 
in the first quarter of 2007.  Expenditures could fluctuate depending on product sales levels and growth of new 
product sales, including the Quill SRS, and the extent of legal efforts required to support and defend our intellectual 
property portfolio.   
 
Depreciation and amortization 
 
Depreciation and amortization expense for the three month period ended March 31, 2007 includes amortization of 
licensed technologies and identifiable intangible assets purchased through business combinations of $7.3 million and 
depreciation of property, plant and equipment of $0.8 million.  Depreciation and amortization expense increased by 
$6.0 million to $8.2 million for the three month period ended March 31, 2007 as compared to the same period in the 
prior year, primarily due to amortization related to the identifiable intangible assets acquired from AMI. 
 
We expect depreciation and amortization expense to remain consistent from quarter to quarter during the remainder 
of 2007 unless further intangible assets are acquired. 
 
In-process research and development (“IPR&D”) 
 
We record IPR&D expense relating to acquired or in-licensed technologies that are at an early stage of development 
and have no alternative future use.  We did not record any IPR&D expense in the three month period ended March 
31, 2007, but we did record IPR&D expense of $1.0 million in the three month period ended March 31, 2006 as a 
result of a license milestone payment made to Poly-Med, Inc.   We may incur further IPR&D expenditures in future 
periods as we continue to in-license or acquire early stage technologies. 
 
Other Income (Expense)  
 

 Three months ended 
March 31, 

 
 
(in thousands of U.S.$)   2007 2006 
Foreign exchange gain    $102 $171 
Investment and other income   8,802 2,704 
Interest expense on long term-debt   (12,799) (989) 
Net loss on redemption of available-for-sale securities   (8,157) (1,477) 
   ($12,052) $409 
 
The net foreign exchange gains were primarily the result of changes in the U.S. to Canadian dollar and other foreign 
currency exchange rates when translating our foreign currency denominated cash, cash equivalents and short-term 
investments to U.S. dollars at period end.  We continue to hold Canadian dollars and other foreign currency 
denominated cash, cash equivalents and short-term investments to meet our anticipated operating and capital 
expenditure needs in future periods in jurisdictions outside of the U.S.  We do not use derivatives to hedge against 
exposures to foreign currency arising from our balance sheet financial instruments and therefore are exposed to 
future fluctuations in the U.S. dollar to Canadian dollar and other foreign currency exchange rates.  
 
Investment and other income for the three month period ended March 31, 2007 increased by $6.1 million when 
compared to the same period in the prior year primarily due to a gain of $7.5 million realized on the recovery of 
investments owned by Cohesion Technologies, Inc. which was acquired in 2003, partly offset by a reduction in 
investment income due to a lower cash balance available to invest because of the use of cash resources for the AMI 
and Quill acquisitions.   
 
During the three month period ended March 31, 2007, we incurred interest expense of $12.8 million on our 
outstanding long-term debt obligations as compared to $1.0 million in the same period of 2006.  The interest rates on 
the senior floating rate notes issued in December 2006 have been, and currently are, 9.1%.  Interest expense for the 
three month period ended March 31, 2007 also includes $0.6 million for amortization of deferred financing costs. 
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The net loss on redemption of available-for-sale securities for the three month period ended March 31, 2007 is 
comprised of a loss of $9.6 million realized on the sale of our common stock holdings in Orthovita, Inc., and a gain 
of $1.4 million realized on the sale of our common stock holdings in NuVasive, Inc.  In the three month period ended 
March 31, 2006, the net loss of $1.5 million was recorded due to the early redemption of long-term securities to 
partially fund a portion of the AMI acquisition. 
 
Income Tax 
 
During the three month period ended March 31, 2007 we recorded an income tax recovery of $4.9 million for the 
compared to income tax expense of $4.4 million for the three month period ended March 31, 2006.   For the three 
month period ending March 31, 2007, the effective tax rate was 50.5% compared to an effective tax rate of 36.7% for 
the same period in the prior year.  The increase in the effective tax rate is the net result of an increase due to the 
impairment charge on discontinued operations and a decrease due to provincial income tax credits, international tax 
structures, and the amortization of identifiable intangible assets acquired through business combinations. 
 
For the three month period ending March 31, 2007, the effective tax rate (adjusted for the tax effect of the 
impairment charge on discontinued operations and the one time adjustment related to the adoption of FIN 48) was 
lower than the statutory Canadian tax rate of 34.1% due primarily to the lower tax rates on earnings in certain foreign 
jurisdictions, and the impact of net losses in certain of our foreign operations.   
 
Discontinued Operations 
 
In September 2006, we determined that certain operating subsidiaries acquired through the AMI acquisition were not 
aligned with our current business strategy and we began actively looking to dispose of these subsidiaries. These 
operations have been categorized as discontinued and include the following AMI subsidiaries: American Medical 
Instruments, Inc. located in Dartmouth, Massachusetts; Point Technologies, Inc. located in Boulder, Colorado; and 
Point Technologies S.A. located in Costa Rica.  The assets and liabilities of these operations have been shown 
separately on the balance sheet as current assets and current liabilities from discontinued operations and the net loss 
for these operations have been shown separately on the statements of income. Included in current assets from 
discontinued operations are intangible assets of $3.9 million and goodwill of $6.7 million.  We recorded a net loss 
from discontinued operations, including impairment charges, for these subsidiaries of $9.1 million for the three 
month period ended March 31, 2007. 
 
We reviewed the carrying value of the discontinued operations and recorded impairment charges of $8.9 million for 
the three month period ended March 31, 2007. The impairment charges were determined based on our best estimate 
of net proceeds on ultimate disposition and have been allocated proportionately to the long-term assets from 
discontinued operations.  
 
The operating results of discontinued operations are summarized as follows: 

 Three months ended 
March 31, 

 
 
(in thousands of U.S.$)   2007 2006 
Revenues   $3,042 ($4) 
Operating loss   (483) (434) 
Other expenses   - (11) 
Impairment charge   (8,879) - 
Loss before income taxes   (9,362) (445) 
Income tax recovery   (278) - 
Net loss from discontinued operations   ($9,084) ($445) 
 
Summary of Quarterly Results 
 
The following tables present our unaudited consolidated quarterly results of operations for each of our last eight 
quarters.  This data has been derived from our unaudited quarterly consolidated financial statements, which were 
prepared on the same basis as the annual audited consolidated financial statements.  These unaudited quarterly results 
should be read in conjunction with our audited consolidated financial statements for the years ended December 31, 
2006 and 2005. 
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The results for the quarters ended June 30, 2006, September 30, 2006, December 31, 2006, and March 31, 2007 
include the results of AMI since the date of its acquisition on March 23, 2006 and Quill since the date of its 
acquisition on June 26, 2006.  
 
 Quarter ended 
(in thousands of U.S.$, except per share data) March 31, 

2007 
December 31, 

2006 
September 30, 

2006 
June 30, 

2006  
     
Total revenues $75,958 $93,253 $86,271 $93,606 
Operating income 2,352 14,060 16,478 18,123 
Net income (loss) from continuing operations (9,700) (5,260) 7,404 2,170 
Net income (loss) (13,884) (11,703) 6,926 1,827 
     
Basic income (loss) per share:     
   Continuing operations (0.06) (0.06) 0.09 0.02 
   Discontinued operations (0.11) (0.08) (0.01) - 
   Total (0.17) (0.14) 0.08 0.02 
Diluted income (loss) per share:     
   Continuing operations (0.06) (0.06) 0.09 0.02 
   Discontinued operations (0.11) (0.08) (0.01) - 
   Total (0.17) (0.14) 0.08 0.02 
 
 
 
 Quarter ended 
(in thousands of U.S.$, except per share data) March 31, 

2006 
December 31, 

2005 
September 30, 

2005  
June 30, 

2005  
     
Total revenues $41,945 $43,846 $47,892 $52,231 
Operating  income (loss) 11,561 (41,050) 20,815 22,132 
Net income (loss) from continuing operations 7,581 (42,720) 16,325 15,565 
Net income (loss) 7,535 (51,260) 15,925 15,320 
     
Basic income (loss) per share:     
   Continuing operations 0.09 (0.51) 0.19 0.19 
   Discontinued operations - (0.10) - - 
   Total 0.09 (0.61) 0.19 0.19 
Diluted income (loss) per share:     
   Continuing operations 0.09 (0.51) 0.19 0.18 
   Discontinued operations - (0.10) - - 
   Total 0.09 (0.61) 0.19 0.18 
 
The primary factors and trends that have caused variations in our quarterly results are as follows: 
 

First Quarter Summary 
 
We recorded a net loss from continuing operations of $9.7 million for the quarter ended March 31, 2007 compared to 
net loss from continuing operations of $5.3 million for the immediately preceding quarter.  The change from the prior 
quarter was related to a decline of $14.5 million in royalty revenue derived from sales of paclitaxel-eluting coronary 
stents by BSC, and additional severance and related costs related to the integration of AMI operations, partially 
offset by a reduction in related licence and royalty fees payable. 
 
The primary factors and trends that have caused variations in our quarterly results are as follows: 
 
(i)   AMI acquisition – The last four quarters include the results of AMI from the date of acquisition, March 23, 2006.  

The AMI acquisition significantly impacted our quarterly results, including the following. 
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 Quarter ended 
(in millions of U.S.$) March 31, 

2007 
December 31, 

2006 
September 30, 

2006 
June 30, 

2006  
     
AMI product sales revenue 41.4 43.6 41.6 49.2 
Interest expense on long-term debt 12.8 11.9 11.3 12.3 
Amortization expense related to intangible assets 
acquired in AMI acquisition 

5.9 6.4 6.7 7.3 

 
(ii) Royalty Revenue from BSC – We receive royalty revenue from BSC based on BSC’s net sales of paclitaxel-

eluting stent systems throughout the world. Our royalty revenues were approximately $40.0 to $50.0 million per 
quarter from the third quarter of 2004, when we received our first substantial royalty payment, to the fourth 
quarter of 2006.  In the third quarter of 2005, royalty revenue from BSC began to decrease due to a 2% reduction 
in our top royalty rate earned on certain sales by BSC, from 11% to 9%, as a result of BSC achieving certain 
revenue thresholds in 2005 and a reduced amount of paclitaxel-eluting stent sales by BSC as compared to prior 
quarters.  In the second, third and fourth quarters of 2006 sales of paclitaxel-eluting stents by BSC in the U.S., 
where the average royalty rate is generally higher than in Europe and other countries, also decreased.  In the first 
quarter of 2007, royalty revenue was $31.8 million reflecting a 17% decline in paclitaxel-eluting stent sales by 
BSC in the fourth quarter of 2006 as compared to the third quarter of 2006. 

 
(iii) IPR&D expense– The amount of IPR&D expense recorded in each quarter depends on the timing of acquisitions 

and transactions with research and development collaborators.  As these expenses are often significant when 
compared to other operating expenditures, the results in any quarter could be materially affected by the timing of 
such expenses.  In the first quarter of 2006, we recorded $1.0 million IPR&D expense relating to our license 
agreement with Poly-Med, Inc. In the fourth quarter of 2005, we recorded IPR&D expense of $54.0 million 
relating to our investment and collaboration transaction with CombinatoRx, Incorporated and our acquisition of 
Afmedica, Inc., resulting in a net loss for the quarter. 

 
(iv) Income tax expense –Significant estimates are required in determining our provision for income taxes.  Our 

effective tax rate may change from quarter to quarter based on the mix of income among different foreign 
jurisdictions in which we operate, changes in tax laws in these jurisdictions, and changes in the amount of 
valuation allowance recorded. 

 
(v) Other factors – Our results may also be affected by fluctuations in research and development expenses and in 

selling, general and administrative expenses from quarter to quarter due to our continued expansion of our 
research and development programs, increases in sales and marketing efforts in our focus markets, increases in 
legal efforts required to support our intellectual property portfolio and increases in the number of employees 
required to support our growing operations. 

 
Liquidity and Capital Resources  
 
On March 23, 2006, concurrent with our acquisition of AMI, we completed an offering of $250.0 million in 
aggregate principal amount of 7.75% senior subordinated notes due in 2014 in a private placement transaction, and 
entered into a $425.0 million senior secured credit facility consisting of a $350.0 million term facility maturing in 
2013 and a $75.0 million revolving credit facility maturing in 2011.  None of the $75.0 million revolving credit 
facility was drawn.  The net proceeds from the sale of the $250.0 million 7.75% senior subordinated notes due 2014 
and the $350.0 million term loan, as well as cash on hand, were used to finance the AMI acquisition.  In December 
2006, we repaid the term loan with the proceeds from the issuance of senior floating rate notes in the aggregate 
principal amount of $325.0 million, due December 1, 2013 and cash on hand.  We also terminated the revolving 
credit facility. 
 
The significant terms relating to our senior subordinated notes and senior floating rate notes are described below.   
 
At March 31, 2007, we had working capital of $113.6 million, excluding current assets and current liabilities from 
discontinued operations, and cash resources of $98.6 million, consisting of cash and cash equivalents. In aggregate, 
our working capital increased by $15.0 million from December 31, 2006.  These cash resources, in addition to cash 
generated from operations, are used to support our continuing clinical studies, research and development initiatives, 
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working capital requirements, debt servicing requirements and for general corporate purposes.  We may also use our 
cash resources to fund acquisitions of, or investments in, businesses, products or technologies that expand, 
complement or are otherwise related to our business.   
 
We believe that our existing principal sources of liquidity, working capital and cash from operations, are sufficient to 
satisfy the funding of current product development programs, contractual obligations, and other operating and capital 
requirements, including debt servicing requirements and other potential acquisitions and in-licensing of technologies, 
on both a short-term and long-term basis.  Our cash inflows and the amounts of expenditures that will be necessary to 
execute our business plan are subject to numerous uncertainties, which may adversely affect our liquidity and capital 
resources to a significant extent and may require us to raise additional funds through debt or equity offerings. We 
may also from time to time consider certain financing opportunities, including various types of debt or equity 
securities, as alternatives to our current senior floating rate notes and senior subordinated notes. 
 
Cash Flow Highlights 
 

 Three months ended 
March 31, 

 
 
(in thousands of U.S.$)   2007 2006 
     
Cash and cash equivalents, beginning of period   $99,332 $62,163 
     
Cash used in operating activities   (12,887) (1,308) 
Cash provided by (used in) investing activities    13,188 (569,561) 
Cash provided by (used in) financing activities    (1,595) 590,572 
Net increase (decrease) in cash and cash equivalents   (1,294) 19,703 
     
Cash and cash equivalents, end of period   $98,038 $81,866 
 
Cash Flows from Operating Activities 
 
Cash used in operating activities for the three months ended March 31, 2007 was $12.9 million compared to $1.3 
million for the corresponding period in 2006. Net income for the current quarter, excluding non-cash items, resulted 
in cash outflows of $1.1 million compared to cash inflows of $12.6 million for the same period in the prior year. The 
decrease in net cash income was the net result of a decrease in royalty revenue and an increase in interest expense 
offset by an increase in earnings related to AMI.  Working capital requirements resulted in cash outflows of $11.8 
million during the three months ended March 31, 2007 compared to cash outflows of $13.9 million for the 
comparative period in 2006. Cash outflows related to working capital for the three months ended March 31, 2007 
were primarily due to a decrease in accounts and interest payable and an increase in inventory.  Cash outflows related 
to working capital for the three months ended March 31, 2006 were primarily due to a decrease in accounts and 
income taxes payable. 
 
Cash Flows from Investing Activities 
 
Net cash provided by investing activities for the three month period ended March 31, 2007 was $13.2 million 
compared to net cash outflows of $569.6 million for the same three month period in 2006.  For the three month 
period ended March 31, 2007, the increase in cash flows from investing activities was primarily due to proceeds from 
net redemption of short and long-term investments of $19.9 million, offset by the acquisition of intangible assets of 
$5.3 million and property, plant and equipment of $1.3 million.  Net cash outflows from investing activities for the 
three month period ended March 31, 2006 of $569.6 million was primarily related to cash used to fund the AMI 
acquisition, partly offset by redemptions of short-term and long-term investments.   
 
We invest our excess cash balances in short-term marketable securities, principally investment grade commercial 
debt and government agency notes. The primary objectives of our marketable securities portfolio are liquidity and 
safety of principal.  Investments are made with the objective of achieving the highest rate of return while preserving 
our two primary objectives. Our investment policy limits investments to certain types of instruments issued by 
institutions with investment grade credit ratings and places restrictions on maturities and concentration by type and 
issuer.  Cash equivalents have maturity dates to June 12, 2007. At March 31, 2007, we retained $11.5 million (CDN 
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$13.3 million) denominated in Canadian dollars in order to meet our anticipated Canadian operating and capital 
expenditures in future periods. 
 
Cash Flows from Financing Activities 
 
Net cash used in financing activities for the three month period ended March 31, 2007 of $1.6 million resulted from 
long-term debt financing costs.  Net cash provided by financing activities for the three month period ended March 
31, 2006 of $590.6 million was mainly due to the net proceeds received from the credit facility and the senior 
subordinated notes used to fund the AMI acquisition and proceeds from exercise of stock options of $3.1 million, 
partially offset by $12.5 million of financing costs. 
 
Senior Floating Rate Notes 
 
On December 11, 2006, we issued senior floating rate notes due 2013 in the aggregate principal amount of $325 
million.  The senior floating rate notes bear interest at an annual rate of LIBOR (London Interbank Offered Rate) 
plus 3.75%, which is reset quarterly.  Interest is payable quarterly in arrears on March 1, June 1, September 1, and 
December 1 of each year through to maturity.  The senior floating rate notes are unsecured senior obligations, are 
guaranteed by certain of our subsidiaries and rank equally in right of payment to all of our existing and future senior 
indebtedness.   
 
Prior to June 1, 2008, we may redeem up to 35% of the aggregate principal amount of the notes using net cash 
proceeds of one or more public equity offerings, and on or after June 1, 2008, we may redeem all or a part of the 
notes at specified redemption prices.  We may redeem all, or a portion, of the aggregate principal amount of the notes 
at any time by paying a make-whole redemption price. 
 
Senior Subordinated Notes 
 
On March 23, 2006, we issued $250.0 million aggregate principal amount of 7.75% senior subordinated notes due 
2014. Interest is payable semi-annually in arrears on April 1 and October 1 of each year through to maturity 
beginning October 1, 2006. The senior subordinated notes and related note guarantees provided by us and certain of 
our subsidiaries are subordinated to our senior floating rate notes described above.   
 
Prior to April 1, 2009, we may redeem up to 35% of the aggregate principal amount of the notes using net proceeds 
from certain equity and convertible debt offerings, and on or after April 1, 2009, we may redeem all or a part of the 
notes at specified redemption prices. 
 
Debt Covenants 
 
The terms of the indentures governing our senior floating rate notes and our senior subordinated notes include 
various covenants that impose restrictions on the operation of our business and the business of our subsidiaries, 
including the incurrence of certain liens and other indebtedness.  As of March 31, 2007, we are in material 
compliance with all covenants and are not in breach of any provision of the indentures governing the senior 
subordinated notes and senior floating rate notes that would cause an event of default to occur. 
 
Contractual Obligations 
Our significant contractual obligations for the next five years and thereafter include: 
 
(in thousands of U.S.$) Payments due by period 
 Total Less than 1 year 2 to 3 years 4 to 5 years After 5 years 
      
Long-term debt repayments 575,000 - - - 575,000 
Long-term debt interest 

obligations 
 

338,838 
 

49,476 
 

98,787 
 

98,870 
 

91,705 
Operating leases  22,199 2,827 4,208 3,432 11,732 
License, research and technology 

development agreements 
 

26,945 
 

11,592 
 

15,353 
 

- 
 

- 
Total obligations 962,982 63,895 118,348 102,302 678,437 
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Long-term debt includes $325.0 million of senior floating rate notes and $250.0 million of senior subordinated notes. 
Repayments are based on contractual commitments as defined in the indentures governing the notes. Long-term debt 
interest obligations on variable (floating) rate debt are estimated using the current interest rates in effect at March 31, 
2007. Long-term debt repayments and interest obligations assume no early repayment of principal.  
 
We have entered into operating leases in the ordinary course of business for office and laboratory space with various 
expiries through July 2019.  Included in the above schedule are our commitments to research and development 
funding payments of $2.4 million relating to an agreement with Poly-Med, Inc.  We also have an obligation, included 
in the above schedule, arising from our acquisition of Quill to spend a further $20.0 million in relation to the 
technology, including sales and marketing, research and development, and corporate support.  
 
The table above does not include any cost sharing or milestone payments in connection with research and 
development collaborations with third parties as these payments are contingent on the achievement of specific 
developmental, regulatory or commercial activities and milestones.  In addition, we may have to make royalty 
payments based on a percentage of future sales of certain products in the event regulatory approval for marketing is 
obtained.  We have the option to extend our research collaboration with CombinatoRx from 30 months to 60 months 
for additional consideration of $7.0 million.  We have a contingent obligation of $10.0 million to former Afmedica 
equity holders should we reach certain development and regulatory milestones with respect to any Afmedica product. 
As discussed elsewhere in this MD&A, we are obligated to pay a $10.0 million milestone in the third quarter of 2007 
to the former shareholders of Quill and we may be required to make additional contingent payments of up to $150.0 
million to the former shareholders of Quill should we achieve certain revenue and development milestones. These 
payments to the former Quill shareholders are primarily contingent upon the achievement of significant incremental 
revenue growth over a five year period, subject to certain conditions. We may also have to make royalty payments 
based on a percentage of future sales of certain products associated with certain collaborators and licensors in the 
event regulatory approval for marketing is obtained. 
 
Off-Balance Sheet Arrangements 
 
We do not have any off-balance sheet arrangements, as defined by applicable securities regulators in Canada and the 
U.S. at March 31, 2007 that have, or are reasonably likely to have, a current or future material effect on our results of 
operations or financial condition. 
 
Recent Accounting Pronouncements  
 
Effective January 1, 2007, we adopted Financial Accounting Standards Board (“FASB”) Interpretation No. 48, 
Accounting for Uncertainty in Income Taxes – an Interpretation of FASB Statement No. 109 (“FIN 48”).  FIN 48 is 
designed to reduce diversity and provide consistent accounting practices and criteria for how companies should 
recognize, measure, present, and disclose in their financial statements all significant uncertain tax positions. 
 
As a result of the adoption, we increased our existing reserves for uncertain tax positions by $4.9 million.  
Approximately $3.3 million of this increase was recorded as a cumulative effect adjustment to our opening deficit 
and the remainder was recorded as a current expense.  If recognized in future periods, the unrecognized tax benefits 
of $4.9 million will have a favourable effect on the effective income tax rate in those periods.  The increase for 
uncertain tax positions includes accrued interest expense of $0.4 million.  In accordance with our accounting policies, 
accrued interest and penalties, if incurred, relating to unrecognized tax benefits are recognized as a component of 
income tax expense. 
 
The taxation years 2002 - 2006 remain open to examination by the Canada Revenue Agency and taxation years 2003 
- 2006 remain open to examination by the Internal Revenue Service.  We file income tax returns in Canada, the U.S., 
and various foreign jurisdictions including the U.K., Denmark, Puerto Rico, and Switzerland. 
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Disclosure Controls and Procedures 
 
Management, including our Chief Executive Officer and our Chief Financial Officer, evaluated the effectiveness and 
operation of our disclosure controls and procedures during the three month period ended March 31, 2007.  Based on 
that evaluation the Chief Executive Officer and the Chief Financial Officer concluded that the design and operation 
of these disclosure controls and procedures were effective. 
 
Risks Related to Our Business 
 
The significant risk factors generally associated with our business are described in our AIF for the year ended 
December 31, 2006 and remain substantially unchanged.  
 
Outstanding Share Data 
 
As of March 31, 2007, there were 85,013,983 common shares issued and outstanding for a total of $470.3 million in 
share capital.  At March 31, 2007, we had 7,714,377 CDN dollar stock options outstanding under the Angiotech 
Pharmaceuticals, Inc. stock option plan (of which 5,858,224 were exercisable) at a weighted average exercise price 
of CDN$15.69. We also had 1,031,531 U.S. dollar stock options outstanding under this plan at March 31, 2007, (of 
which 124,939 were exercisable) at a weighted average exercise price of U.S. $9.54. Each CDN dollar stock option 
and U.S. dollar stock option is exercisable for one common share of Angiotech Pharmaceuticals, Inc, 
 
As of April 30, 2007, there were 85,013,983 common shares issued and outstanding for a total of $470.3 million in 
share capital.  At April 30, 2007, we had 7,769,539 CDN dollar stock options outstanding under the Angiotech 
Pharmaceuticals, Inc. stock option plan (of which 5,873,444 were exercisable) at a weighted average exercise price 
of CDN$15.55. We also had 1,031,218 U.S. dollar stock options outstanding under this plan at April 30, 2007, (of 
which 146,306 were exercisable) at a weighted average exercise price of U.S. $9.53. Each CDN dollar stock option 
and U.S. dollar stock option is exercisable for one common share of Angiotech Pharmaceuticals, Inc, 
 
As of March 31, 2007, there were 205 stock options outstanding in the AMI stock option plan (of which none were 
exercisable). Each AMI stock option is exercisable for approximately 3,852 common shares of Angiotech 
Pharmaceuticals, Inc upon exercise at a weighted average exercise price of USD $15.44.  
 
As of April 30, 2007, there were 200 stock options outstanding in the AMI stock option plan (of which none were 
exercisable). Each AMI stock option is exercisable for approximately 3,852 common shares of Angiotech 
Pharmaceuticals, Inc upon exercise at a weighted average exercise price of USD $15.44.  
 


