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Vancouver, BC, July 30, 2010- Angiotech Pharmaceuticals, Inc. (NASDAQ: ANPISX: ANP) today
announced its financial results for the secondtgu@nded June 30, 2010.

ANGIOTECH PHARMACEUTICALS, INC. ANNOUNCES FINANCIAL RESULTS
FOR THE SECOND QUARTER ENDED JUNE 30, 2010

“We are pleased to report continued quarter ovartgu growth in product sales, driven primarilydayr most
innovative Proprietary Medical Products,” said W¥illiam Hunter, President and CEO of Angiotech. "In
addition, we are encouraged by sales trends foBase Medical Products, which continued to showadste
improvement across all key product groups throbgtfitst half of 2010."

Second Quarter Financial Highlights

Total revenue was $61.9 million.

Net product sales were $53.0 million. Sales ofnaprietary Medical Products were $16.4 million3@#6
of total product sales. Sales of our Base Medicadiicts were $36.6 million, or 69% of total prodsates.

Royalty revenue was $8.9 million.

Research and development expenses were $6.9 million

Selling, general and administrative expenses wa2e8million.

Net loss and net loss per share were $14.1 miliah$0.17, respectively.

As of June 30, 2010, cash and short-term invessneete $35.1 million and net debt was $539.9 mmillio

Selected Non-GAAP Financial Measures

Certain financial measures in this press releasepepared in accordance with United States Gdyeral
Accepted Accounting Principles (“GAAP”). In additiocertain financial measures presented below and i
the appendix to this press release are non-GAARdjusted, financial measures that exclude ceitiins.
Management uses certain non-GAAP, or adjustedndiah measures to establish operational goals, and
believes that these measures may assist investersluating the results of our business and amagythe
underlying trends in our business over time. Inmessshould consider these non-GAAP adjusted firgnci
measures in addition to, and not as a substitutecioas superior to, financial measures prepaned i
accordance with GAAP. A reconciliation of the noA&P adjusted financial measures to the
corresponding GAAP financial measures, and an esplan of our use of these non-GAAP adjusted
financial measures and of the excluded items,rafleded in the appendix to this press release.

Adjusted EBITDA (earnings before interest, taxespréciation and amortization, adjusted to exclude
certain non-cash and non-recurring items) was $fil®n.

Adjusted revenue was $62.0 million.

Adjusted cost of goods sold was $27.2 million.

Adjusted research and development expenses wéeferiiion.

Adjusted selling, general and administrative expernvgere $21.1 million.

Adjusted net loss and adjusted net loss per sbated quarter were $7.6 million and $0.09, respelt



Correction in non-GAAP measure reported in prior period

A clerical error in the calculation of adjusted fless) income for the three months ended Marc2810 was
made in the quarterly press release issued on M@@1. Adjusted income tax expense of $3.0 millicas
added to adjusted (loss) income before income thotethe period end March 31, 2010 when it showdsen
been deducted. As a consequence, the adjustedcoeté reported of $1.9 million or $0.02 per comrabare
reported for the three months ended March 31, 20ibwild have been an adjusted net loss of $4.0omitr
$0.05 per common share. There was no impact o@#&#P reported results for the three months endectMa
31, 2010.

Second Quarter Highlights

Proprietary Medical ProductsOur Proprietary Medical Products include our QuillSRS wound closure
product line, SKATER™ line of drainage catheterptih™ inferior vena cava (“IVC”) filter, HemoStnedg™
chronic dialysis catheter and BioPince™ full corepsy device. Consistent with recent prior quartens
Proprietary Medical Products continued to demotesttagher revenue growth as compared to our overall
product portfolio. Revenue for these products fier second quarter of 2010 increased by 20% compeaurtbe
second quarter of 2009 and 4% compared to thegfisiter of 2010.

Base Medical ProductsOur Base Medical Products represent more mature fidishedical device product
lines in the biopsy, ophthalmology and general sygareas, as well as medical device components
manufactured by us and sold to other third-partylioa device manufacturers who assemble those coemis

into finished medical devices. Revenue from our eBd4edical Products for the second quarter of 2010
increased by 9% compared to the second quartéd0¥.2

Royalty Revenue We derive additional revendem royalties paid to us by partners that deveftoprket and
sell products incorporating certain of our promigttechnologies. Currently, the majority of ouwyatty

revenues are derived from sales by Boston Scier@idrporation (“BSC”) of TAXUS® coronary stent sgsts
incorporating the drug paclitaxel.

Royalty revenue derived from sales of TAXUS sterstams by BSC for the second quarter of 2010 destlin
by 51% compared to the second quarter of 2009. ddetine in royalty revenue was due to lower sales o
TAXUS stent systems by BSC, as sales of TAXUS comtil to be negatively impacted by competitive
pressure in the drug-eluting coronary stent marRelalty revenue for the quarter ended June 300 20Hs
based on BSC'’s net sales for the period Janua2p10 to March 31, 2010 of $142 million, of which1$7
million was in the U.S., compared to net sales2§2million, of which $119 million was in the U.Sar the
same period in the prior year. The average grogatsorate earned in the three months ended Jung3® on
BSC’s net sales was 6.0% for sales in the U.S.5ah for sales in other countries, compared to\eanage
rate of 6.6% for sales in the U.S. and 6.2% foes#@l other countries for the same period in ther year. The
average gross royalty rates declined in the cuperibd as a result of our tiered royalty rate cttrce for sales

in the U.S., the E.U. and Japan.

Closing of Acquisition of Certain Product Candidates and Technology Assets Hdemacure
Corporation. In April 2010 we announced the closing of the astjon of certain product candidates and
technology assets of Haemacure Corporation (“Haaredc Through an asset sale transaction, we aedail

of the relevant research and development actiyitiemufacturing operations, key personnel, andléateal
property rights necessary to pursue further clindevelopment of Haemacure’s human biomaterial ypecod
candidates, specifically fibrin sealant and thramiemostat.

Athersys Inc.In July, 2010 we announced that our partner, Ayeerinc. (“Athersys”), had announced positive
results from its phase | clinical trial of Multi®t®, its allogeneic cell therapy product, administerto
individuals following acute myocardial infarctiomore commonly referred to as a heart attack. Todys



results, which representd at least four monthsost-freatment patient data, demonstrated that Bhelth was
well tolerated at all dose levels and also suggest@rovement in heart function in treated patients

The phase | clinical trial is an open label, mokinter dose escalation trial evaluating the safaty maximum
tolerated dose of a single administration of alfegje MultiStem cells following an acute myocardighrction.
Enrolled patients received MultiStem delivered ai@atheter into the damaged region of the heartdays
following percutaneous coronary intervention (P@lstandard treatment for heart attack. The siuclydes
patients in three treatment cohorts or dose gr@@snillion, 50 million and 100 million cells peafent) and
a registry group where patients received only siech@f care. Nineteen treated and 6 registry stdbjeave
been enrolled in the study. The trial is beingdwaried at multiple cardiovascular treatment ceniterthe
United States, including the Cleveland Clinic, Gohia University Medical Center and Henry Ford Healt
System.

Highlights of Study:

» Administration of MultiStem was found to be welldmted at all dose levels.

* No clinically significant changes in vital signdleagic reactions, or infusional toxicities assadeth
with MultiStem administration were observed.

» Each dose group showed improvement in mean letricefar ejection fraction (“LVEF”), a measure
of heart function, compared to baseline and redaiivthe registry group.

» Patients in the 50 million dose group had a steéiby significant absolute improvement in mean 4-
month LVEF relative to baseline (9.8 percentagentsoirepresenting a 23.4% improvement over
baseline, p<0.02).

* Among patients with more severe heart attacks meeasured by baseline LVEFs less than or equal to
45% — the 50 and 100 million dose groups each dstrated better than a 25% improvement over
baseline in mean LVEF at 4 months.

Cook Medical — Zilver® PTX®In June 2010 we announced that our partner, Coedidal, Inc. (“Cook”),
had announced that it had submitted its Pre-Matkgiroval (“PMA”) application to the U.S. Food andug
Administration for the company's Zilver PTX Drugeihg Peripheral Stent, intended for use in pasievith
peripheral arterial disease (“PAD”) in the supediidemoral artery (“SFA”). Cook’s PMA submissioncludes
data from the randomized portion of the ongoing&ilPTX clinical trial, the largest study of itsnki for the
endovascular treatment of PAD in the SFA. In additin May 2010, we announced that Cook presented o
year data at Euro PCR that confirmed sustainedcaliroutcomes with Zilver PTX. According to data
presented, 86.2% of all patient subgroups treatiélal Zilver PTX demonstrated vessel patency at 12tm®
without the requirement for an additional intervent The single-arm study also revealed a low steature
rate of just 1.5%. Additionally, in April 2010 wenmaounced that Cook had announced that it had edrdk
first patient in its landmark FormulaPTX clinical trial, the first trial of its kind tevaluate the safety and
effectiveness of a paclitaxel-eluting stent to tremal artery disease, the narrowing of the asethat supply
blood to the kidneys. The multi-center, randomiié plans to enroll 120 patients at sites acisope.

Boston Scientific — TAXUSIn June 2010 we announced that our partner, B&Ccbmmercially launched and
implanted its first TAXUS Element™ Paclitaxel-Elugi Coronary Stent Systems in the European Union and
other CE Mark countries. The TAXUS Element Stenst&yn is BSC's third-generation drug-eluting stent
technology and incorporates a platinum chromiumayailvith an innovative stent design and an advanced
catheter delivery system. In May 2010, we had anoed that BSC had received CE Mark approval for its
TAXUS Element Paclitaxel-Eluting Coronary Stent 8ys. This approval included a specific indicationthe
treatment of diabetic patients.

Amendment to Credit Agreemerlin April 2010 we completed a third amendment to anedit agreement with
Wells Fargo Capital Finance, LLC (formerly Wellsr§a Foothill, LLC). The amendment included, among
other items, amendments to financial covenantsajpeny to minimum Adjusted EBITDA levels, interest
coverage ratios and the definition of Adjusted BBAL The significant amended items are intendeckftect
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the continued decline and uncertainty of sales AKUS by BSC and the related potential impact on our
Adjusted EBITDA. This amendment allows us continaedess to funds per the terms of the credit agegrEm

Financial Information

This press release contains financial data derire@d the unaudited consolidated financial stateséoit the
guarter ended June 30, 2010 and 2009. Full unauditmsolidated interim financial statements and
Management's Discussion and Analysis for the timeaths ended June 30, 2010 will be filed on ForrQ10

on or before August 9, 2010 with the relevant rathrly agencies, as well as posted on our website at
www.angiotech.com.

Amounts, unless specified otherwise, are expressedS. dollars. Financial results are reportedenordance
with U.S. GAAP unless otherwise noted. All per ghamounts are stated on a fully diluted basis anles
otherwise noted.

Conference Call Information

A conference call to discuss these financial reswill be held today, Friday July 30, 2010 at 11X ET
(8:00 AM PT).

Dial-in information:

North America(toll-free): (866) 277-1182
International: (617) 597-5359

Enter Passcode: 18173223

An archived replay of the call will be availabletiiAugust 6, 2010.

North America(toll-free): (888) 286-8010

International: (617) 801-6888

Enter Passcode: 33507758

A live webcast will be available to all interest@arties through the Investors section of our websit
www.angiotech.com/investors
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ANGIOTECH PHARMACEUTICALS INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
. Three months ended Six months ended
(in thousands of U.S. $, except per share data) June 30 June 30
2010 2009 2010 2009

REVENUE
Product sales, net $ 52,94¢ $ 47,17¢ $ 103,92¢ $ 93,31
Royalty revenue 8,88¢ 16,99¢ 21,19 34,10
License fee 52 398 10! 25,45

61,88¢ 64,57: 125,22° 152,87:
EXPENSES
Cost of products sold 27,87: 25,68: 53,07! 49,64
License and royalty fe 1,477 2,568 3,71 5,47
Research and developm 6,85:¢ 6,83: 13,661 12,93
Selling, general and administrat 22,78¢ 21,60¢ 44 ,38. 41,17
Depreciation and amortizati 8,271 8,296 16,65 16,56
Write-down of assets held for s: - - 70!
Escrow settlement recove - - (4,71

67,26: 64,985 127,47. 125,790
Operating income (loss’ (5,376 (412 (2,245 27,08:
Other income (expenses
Foreign exchange gain (lo 91¢ (1,441 1,261 (70¢
Investment and other (expense) incc (333 (600; (38¢ (61t
Interest expense on long-term ¢ (9,027 (9,641) (17,94¢ (19,68t
Write-down of investmen (216 - (216,
Loan settlement gair 1,18( - 1,18(
Total other expens (7477 (11,682) (16,102 (21,009)
(Loss) income before income taxes (12,853 (12,094 (18,347 6,07¢
Income tax expense (recover 1,221 (217, 2,42 5,50
Net (loss) income $ (14,074 $ (11,877 $ (20,769 $ 567
Basic and diluted net (loss) income per common shar $ (01 s 01+ % (0.2« $ 0.0
Basic and diluted weighted average number of common
shares outstanding (in thousand: 85,170 85,122 85,164 85,122
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ANGIOTECH PHARMACEUTICALS INC.
CONSOLIDATED BALANCE SHEETS

(Unaudited)

. June 30, December 31

(in thousands of U.S. $, except per share data) 201( 200¢
ASSETS
Current assets
Cash and cash equivalel 29,66¢ 49,542
Short-term investments 5,482 7,78C
Accounts receivab 30,53¢ 28,167
Income tax receivab 914 1,090
Inventories 37,85¢ 35,541
Deferred income taxes, current pori 3,62t 4,284
Prepaid expenses and other current a 2,52¢ 3,29/
Total current assets 110,60¢ 129,69¢
Assets held for se 3,80(C 5,30(C
Property, plant and equipment 48,38: 46,87¢
Intangible assel 157,39 173,019
Deferred financing cos 10,197 11,40¢
Deferred income taxes, current portion 2,07¢ 4,624
Other asse 1,91(C 3,754
Total assets 334,36¢ 374,68:
LIABILITIES AND SHAREHOLDERS' DEFICIT
Current liabilities
Accounts payable and accrued liabilit 40,63¢ 46,32¢
Income taxes payat 5,163 10,85¢
Interest payable on long-term debt 6,027 6,004
Total current liabilities 51,82¢ 63,18¢
Deferred leasehold inducement 4,46¢ 2,88¢
Deferred income taxes, non-current pori 38,303 41,402
Other tax liabilitie 3,247 3,89¢
Long-term debt 575,00( 575,00(
Other liabilities 1,261 1,596
Total non-current liabilities 622,28 624,78:¢
Shareholders’ deficil
Share capital

Authorized

200,000,000 Common shares, without par v

50,000,000 Class | Preference shares, without glaev

Common shares issued and outstan

June 30, 2010 - 85,170,

December 31, 2009 — 85,138,081 472,74¢ 472,74
Additional paid-in capit: 34,58¢ 33,687
Accumulated defic (887,310 (866,541
Accumulated other comprehensive income 40,22¢ 46,82¢
Total shareholders' deficit (339,744 (313,287)
Total liabilities and shareholders' deficit 334,36¢ 374,68:

Forward Looking Statements
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Statements contained in this press release thaipateased on historical fact, including withomtiliation statements
containing the words “believes,” “may,” “plans,” iy’ “estimates,” “continues,” “anticipates,” “i@nds,” “expects” and
similar expressions, constitute “forward-lookingtsitments” within the meaning of the Private Semgikitigation
Reform Act of 1995 and constitute “forward-lookimgormation” within the meaning of applicable Caramudsecurities
laws. All such statements are made pursuant ttstife harbor” provisions of applicable securitiegislation. Forward-
looking statements may involve, but are not limitedcomments with respect to our objectives amakipies for the
remainder of 2010 and beyond, our strategies arduictions, our targets, expectations for oumfaia condition and the
results of, or outlook for, our operations, reshand development and product and drug developrBeich forward-
looking statements involve known and unknown riskssertainties and other factors that may causadhel results,
events or developments to be materially differemtnfany future results, events or developmentsesgad or implied by
such forward-looking statements. Many such knowkssi uncertainties and other factors are takenaotount as part of
our assumptions underlying these forward-lookirgeshents and include, among others, the followgegieral economic
and business conditions in the United States, Gaaad the other regions in which we operate; mat&etand;
technological changes that could impact our exgstiroducts or our ability to develop and commeizéafuture products;
competition; existing governmental legislation aadulations and changes in, or the failure to cgnagth, governmental
legislation and regulations; availability of finaalcreimbursement coverage from governmental aimd-frarty payers for
products and related treatments; adverse resultsexpected delays in pre-clinical and clinicalduret development
processes; adverse findings related to the safetfprefficacy of our products or products soldoby partners; decisions,
and the timing of decisions, made by health regujadigencies regarding approval of our technolagy @roducts; the
requirement for substantial funding to conduct aeske and development, to expand manufacturing andrercialization
activities; and any other factors that may affeatperformance. In addition, our business is sulifecertain operating
risks that may cause any results expressed orachply the forward-looking statements in this pressase to differ
materially from our actual results. These operatisks include: our ability to attract and retaimatified personnel; our
ability to successfully complete pre-clinical arhical development of our products; changes inlmusiness strategy or
development plans; our failure to obtain patentgmtion for discoveries; loss of patent protectiesulting from third-
party challenges to our patents; commercializdtiitations imposed by patents owned or controbgdhird parties; our
ability to obtain rights to technology from licemspliability for patent claims and other claimseasged against us; our
ability to obtain and enforce timely patent andeotimtellectual property protection for our techogf and products; the
ability to enter into, and to maintain, corporafleaces relating to the development and commerzitibn of our
technology and products; market acceptance ofemimiblogy and products; our ability to successfaibnufacture,
market and sell our products; the availability apital to finance our activities; our ability tosteucture and to service our
debt obligations; and any other factors refererigexur other filings with the applicable Canadi@tsrities regulatory
authorities or the Securities and Exchange Comons$5EC”). For a more thorough discussion ofitsks associated
with our business, see the “Risk Factors” sectiaur annual report for the year ended Decembe2@19 filed with the
SEC on Form 10-K, as amended, and our quarterlyrtégr the first quarter of 2010 filed with the SBn Form 10-Q.

Given these uncertainties, assumptions and risk féars, investors are cautioned not to place undue liance on such
forward-looking statements. Except as required bydw, we disclaim any obligation to update any suctattors or to
publicly announce the result of any revisions to anof the forward-looking statements contained in tis press
release to reflect future results, events or devgdments.

©2010 Angiotech Pharmaceuticals, Inc. All Rights&wed.

About Angiotech Pharmaceuticals

Angiotech Pharmaceuticals, Inc. is a global spgci@harmaceutical and medical device company. @tegh
discovers, develops and markets innovative tredtrselntions for diseases or complications assotiatiéh
medical device implants, surgical interventions aalte injury. To find out more about Angiotech
(NASDAQ: ANPI, TSX: ANP), please visit our websaewww.angiotech.com

FOR ADDITIONAL INFORMATION:

Rick Smith

Investor Relations and Corporate Communications
Angiotech Pharmaceuticals, Inc.

(604) 221-6933

ir@angio.com
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Appendix A: Presentation of Certain Non-GAAP Finangal Information and Reconciliations to
Corresponding GAAP Financial Measures

The financial results presented in this press selaaay include any or all of the following nhon-GAA®Y
adjusted, financial measures, which we believeigeoimportant supplemental information to managened
investors about our financial condition and resafteperations: (1) adjusted earnings before @sieexpense,
taxes, depreciation and amortization (“Adjusted HBA"), (2) adjusted net income (loss), (3) adjustest
income (loss) per share, (4) adjusted revenueadpisted costs of goods sold (“adjusted COGS”paBlisted
research and development expense (“adjusted R&Deresgjd), and (7) adjusted selling, general and
administrative expense (“adjusted SG&A expense”).

Economic Substance of Non-GAAP Financial Measures

Our non-GAAP adjusted financial measures excluditenon-cash, non-recurring and non-operatingste
which may be unpredictable, volatile and not disecorrelated to our operating performance. We eveli
exclusion of these items from our GAAP financial asares may provide the following advantages:
() improved understanding of trends underlying twsiness and performance; (ii) improved consistenc
across periods when measuring and assessing otatiogeperformance; (iii) improved understandingttod
cash flow and cash earnings generated by our ssinea given period and as compared to prior geriand
(iv) improved comparability of our operating resutid those of similar companies in our industry.

Examples of these certain non-cash, non-recurmureon-operating items include: financing chargesset
write-downs, impairment charges, foreign exchandectdiations, stock-based compensation expense,
acquisition related amortization charges, integratand restructuring expenses, in-process reseanch
development costs, retrospective adjustments dhpyeaccounting policy changes, and certain extiaarg
litigation expenses. A detailed discussion of thxelwded items is provided below (see “Descriptidn o
Adjustments” below).

Investors are cautioned that Adjusted EBITDA, aidjdsiet income (loss), adjusted net income (lossspare,
adjusted revenue, adjusted COGS, adjusted R&D egpamd adjusted SG&A expense do not have any
standardized meaning prescribed by GAAP and maypaaomparable to similar measures presented gy oth
issuers. Our non-GAAP financial measures are supaial metrics and should not be viewed as a dutesti
for, or superior to, financial reporting measurespared in accordance with GAAP. We have prepared a
reconciliation of our non-GAAP adjusted financialeasures to the comparable GAAP-based financial
measures in the tables included in this Appendiandyement compensates for certain material lirontatthat
may be relevant to our use of certain non-GAAPrfaia measures by reviewing our operating perfoicedn
accordance with GAAP concurrent with our reviewoof operating performance relative to certain adpis
financial measures during each relevant disclopariod.

Use of Non-GAAP Financial Measures

Management uses Adjusted EBITDA, adjusted net irc@oss), adjusted net income (loss) per sharessat]
revenue, adjusted COGS, adjusted R&D expense ajdted SG&A expense when setting corporate and
operational goals, and evaluating operating perdmica in connection with:

o Presenting, comparing and assessing the finanegllts and forecasts reported to our Board of
Directors.

o Evaluating, managing and benchmarking our opergaréprmance

0 Analyzing underlying trends in our business.

o Evaluating market position and performance reldiveur competitors, many of which use the same or
similar performance measures.

o Establishing internal operating budgets.

0 Determining compensation under bonus or other ingeprograms.
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Enhancing comparability from period to period.

Assessing compliance with credit facility covenants

Providing vital information in assessing cash fldwservice our significant debt obligations.
Comparing performance with internal forecasts amgeted business models.

Evaluating and valuing potential acquisition caatkd.

O O0OO0OO0Oo

The adjustments used to compute our non-GAAP fimhmeeasures are consistent with those excluded fro
segmented operating results used by our chief bpgrdecision makers to make operating decisionisaasess
performance. We have provided this informationrtal#e investors to analyze our operating resulteersame
way that management uses this information to assesdusiness relative to other periods, our bgsine
objectives and similar companies in our industry.
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ANGIOTECH PHARMACEUTICALS, INC.
CALCULATION OF ADJUSTED EBITDA

(Unaudited)
Three months ended Six months ended
June X June 3(
(inthousands U.S, 201( 200¢ 201( 200¢
GAAP net (loss) incom $ (14,074 $ (11,87 $  (20,76¢ $ 56
Interest expense on long-term ( 9,027 9,64 17,94¢ 19,68!
Income tax expense (recove 1,221 2r 2,42; 5,50
Depreciation and amortizati 9,243 9,207 18,57¢ 18,36¢
EBITDA 5,417 6,754 18,177 4412
Ad ustments
Non-recurring revenue, net of license fee: (52 (39¢ (20¢ (25,45(
Non-recurring sales provision related to produelrém 19: 19
Restructuring related charges 1,36 33 2,29 1,26
Technology acquisition related charge 62 93
Non-recurring transaction fees 75. 41 1,00 1,03
Stock-based compensation expens 48 42 QD 80
Litigation related expenses 7 1,49 14 2,24
Foreign exchange (gain) loss (91¢ 1,44 (1,26¢ 70
Investment and other incor (6% (3¢ (52 (6:
Losses on asset disposal 2. - 6 4
Write-downs of investments and other long-liveeias§ 21 91
Write-downs and other non-cash deferred finanasts¢f 63 63
Non-recurring manufacturing variances and prockeetlircharges (r 15 89 15 89
Non-recurring escrow settlement recover 4,71
Non-recurring loan settiement gain (1,18( (1,18(
Adjusted EBITDA $ 6,463 12,580 $ 465 $ 27,180

RECONCILIATION OF GAAP NET (LOSS) INCOME TO NON-GAA P ADJUSTED NET LOSS

(Unaudited)
Three months ended Jur Six months ended
(in thousands U.S. $) 30 June 30
201( 200¢ 201C 200¢
GAAP - net (loss) incorr ($14,074) ($11,877) ($20,769) $567
Non recurring revenue ( (52) (398 (105 (25,450
Non-recurring sales provision related to produciltém) 19z - 19: -
Technology acquisition related charge: - 625 - 937
Non-recurring restructuring related charge 1,36 332 2,29¢ 1,26¢
Non-recurring transaction fees 752 413 1,002 1,032
Stock based compensation expens 481 42¢ 90¢ 807
Litigation related expenses 76 1,49 14¢ 2,241
Write-down of investments & other long-lived as$gt 216 - 916 -
Write-down and other deferred financing chargt 737 1,38¢ 1,45¢ 2,00«
Foreign exchange (gain) loss (919 1,441 (1,266 70¢
Acquisition related intangible asset amortizatixpease (¢ 7,514 7,453 15,146 14,834
Losses on asset disposal 21 - 61 40
Non-recurring manufacturing variances - 89¢ - 89¢
Non-recurring charges related to product reca 156 - 156 -
Non-recurring escrow settlement recover - - (4,710 -
Non-recurring loan settlement gain (1,180 - (1,180 -
Estimated tax impact of non-GAAP adjustment (2,875) (3,960) (5,841) (765)
Adjusted net loss $ (7,587) $ 1772) $ (11592) $ (882)
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RECONCILIATION OF GAAP NET (LOSS) INCOME PER SHARE TO NON-GAAP ADJUSTED NET LOSS PER SHARE

(Unaudited)
Three months ended June Six months ended
30 June 30
201( 200¢ 201( 200¢
Basic and diluted Basic and diluted
GAAP - net (loss) income per sh $ 0.17) % 0.14) $ 0.24) $ 0.01
Non recurring revenue ( (0.00 (0.00 (0.00 (0.30
Non-recurring sales provision related to producltém 0.0C - 0.0C -
Technology acquisition related charges (c) - 0.01 - 0.01
Non-recurring restructuring related charge 0.0z 0.0¢ 0.0z 0.01
Non-recurring transaction fees 0.01 0.0¢ 0.01 0.01
Stock based compensation expens 0.01 0.0C 0.01 0.01
Litigation related expenses (g) 0.00 0.02 0.00 0.03
Write-down of investments & other long-lived asgpt 0.0¢ - 0.01 -
Write-down and other deferred financing chargt 0.01 0.0z 0.0z 0.0z
Foreign exchange (gain) loss (0.02) 0.02 (0.01) 0.01
Acquisition related intangible asset amortizatigpease (¢ 0.0¢ 0.0¢ 0.1¢ 0.17
Losses on asset disposal 0.0¢ - 0.0C 0.0C
Non-recurring manufacturing variances - 0.01 - 0.01
Non-recurring charges related to product reca 0.0¢ - 0.0¢ -
Non-recurring escrow settlement recover - - (0.06, -
Non-recurring loan settlement gain (0.02) - (0.01) -
Estimated tax impact of non-GAAP adjustment (0.03 (0.05, (0.07 (0.01
Adjusted net 10ss per share % (0.09 $ 002 °$ (0.14 $ (0.0,
RECONCILIATION OF GAAP REVENUE TO NON-GAAP ADJUSTED REVENUE
(Unaudited)
Three months ended Jur Six months ended Ju
(in thousands U.S. $) 30 30
201( 200¢ 201C 200¢
GAAP - revenu 61,88¢ 64,57. 125,22 152,87
Non-recurring revenue ( (52 (398 (105, (25,450
Non-recurring sales provison related to produetiréo) 193 - 193 -
Adjusted revenue $ 62,027 $ 64,175 $ 125315 $ 127,423
RECONCILIATION OF GAAP COGS TO NON-GAAP ADJUSTED CO GS
(Unaudited)
Three months ended Jui Six months ended
(in thousands U.S. $) 30 June 30
201( 200¢ 201( 200¢
GAAP - COGS $27,87. $25,68. $53,07 $49,64
Non-recurring manufacturing variances - (896, (896,
Non-recurring restructuring related charge (550 - (987, -
Nor+recurring charges related to product reca (156 - (156 -
Adjusted COGS $ 27,165 $ 24786 $ 51,932 $ 48,752
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RECONCILIATION OF GAAP RESEARCH & DEVELOPMENT EXPEN SE TO NON-GAAP ADJUSTED
RESEARCH & DEVELOPMENT EXPENSE

(Unaudited)
Three months ended June Six months ended
(in thousands U.S. $) 30 June 30
201( 200¢ 201C 200¢

GAAP - research and development exp $6,85¢ $6,83¢ $13,66( $12,93(

Non-recurring restructuring related charges - - - -

Technology acquisition related charges (c) - (625) - (937)

Stock based compensation expens (120) (114) (224) (215)
Adjusted research and development expense $ 6,733 $ 6,094 $ 13436 $ 11,778

RECONCILIATION OF GAAP SELLING, GENERAL & ADMINISTR ~ ATION EXPENSE TO NON-GAAP ADJUSTED
SELLING, GENERAL & ADMINISTRATIVE EXPENSE

(Unaudited)
Three months ended June Six months ended
(in thousands U.S. $) 30 June 30
201( 200¢ 201( 200¢

GAAP - selling, general and administration exp $22,78 $21,60¢ $44,38. $41,17¢

Non-recurring restructuring related charges 475 (332 (967, (1,266

Stock based compensation expens (361) (309) (684) (592)

Litigation related charges (76) (1,494 (145 (2,241

Non-recurring transaction fees (752) (413) (1,002) (1,032)
Adjusted selling, general and adminstration expen $ 21,12 $ 19,05¢ $ 41,58 $ 36,047

For an explanation of the adjustments used to dasiv non-GAAP financial measures, please refehéo
corresponding discussion in the “Description of dsiinents” section below.

We also report certain product sales revenue groatthfigures excluding the impact of foreign exu rate
fluctuations on current period revenues. Significkoreign exchange rate fluctuations can distoxenee
growth, depending upon the strength of the U.Sadoglative to the foreign currencies in which generate
revenues. We generate significant revenues in akevYereign jurisdictions in multiple foreign currges
including Euros, British pounds, Swiss francs, Barkrone, Norwegian krone and Swedish krone. Wie\ee|
this measure provides useful information to meashugesuccess of our international sales officaseneasing
product sales in their local currencies withoutareigto exchange rate fluctuations over which weehaw
control. The tables below provide additional infatron on the reported product sales figure inclgdm
reconciliation of the estimated impact of foreignmrency on net sales.
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ANGIOTECH PHARMACEUTICALS, INC.
WORLDWIDE SALES

(Unaudited)
Three Months Endec Change
As Reported Constant Currency
(in thousands of U.S. 30-Jun-1C 31-Mar-10 Basis Basis
Proprietary Medical Products $ 16,398 15,759 4% 6%
Base Medical Products 36,551 35,221 4% 5%
Total Medical Produc $ 52,94¢ $ 50,98( 4% 5%
Three Months Endec Change
As Reported Constant Currency
(in thousands of U.S. 30-Jun-1C 30-Jun-0¢ Basis Basis
Proprietary Medical Products $ 16,393 13,61( 20% 21%
Base Medical Products 36,551 33,569 9% 10%
Total Medical Produc $ 52,94¢ $ 47,17¢ 12% 13%

ANGIOTECH PHARMACEUTICALS, INC.
NON-GAAP CONSTANT CURRENCY NET SALES RECONCILIATION S
(Unaudited)

Q2 2010 Net Sales as compared to Q1 2!

Change
As Reported Constant Estimated Impact of
(in thousands of U.S. Currency Basis Currency Basis Foreign Currency
Proprietary Medical Products $ 638 $ 897 (259)
Base Medical Products 1,330 1,855 (525)
Total Medical Produc $ 1,96¢ $ 2,75: (/8

Q2 2010 Net Sales as compared to Q2 2!

Change
As ﬁeportec Constani Estimated Impact of
(in thousands of U.S. Currency Basis Currency Basis Foreign Currency
Proprietary Medical Produr $ 2,78 $ 2,91 (13
Base Medical Produc 2,98 3,38 (40
Total Medical Produc $ 576¢ $ 6,30¢ (53

For a consolidated reconciliation of all GAAP fiéad measures identified above to corresponding@AAP
financial measures, refer to the following tables.
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ANGIOTECH PHARMACEUTICALS, INC.

RECONCILIATION OF GAAP FINANCIAL MEASURES TO CORRES PONDING

NON-GAAP FINANCIAL MEASURES
(Unaudited)
Three months ended Three months ended
(in thousands of U.S.$, except share and per date June 30, 2010 June 30, 2009
Reporter  Adjustment Adjustec Reporter  Adjustment Adjustec
REVENUE
Product sales, net $ 52943 19m $ 5314 $ 4717 $ $ 47,17
Royalty revenue 8,88l 8,88t 16,99 16,99
License fees 5i (5 a 39 (39¢ a
61,88l 14 62,02 64,57 (39¢ 64,17
EXPENSES
Cost of products sold 27,87. (55 b 27,16 25,68 (89¢ m 24,78
(15¢ m
License and royalty fees 1,47 1,47 2,56i 2,56
Research and development 6,85 (12cd 6,73 6,83 (11 d 6,09
(62f c
Selling, general and administrative 22,78 @7t b 21,1 21,601 (33 b 19,05
(36: d (30¢ d
(7¢ g (149 g
(752 1 (4131
Depreciation and amortization 8,27 (751« e 76 8,291 (7.45% e 84
67,26 (10,00« 57,25t 64,98! (11,63¢ 53,34
Operating income (loss) (5,376 10,145 4,769 (412 11,23€ 10,82¢
Other income (expenses):
Foreign exchange (loss) gain o1 91¢ h (1,441 144:h
Investment and other income (loss) (33 20 3 (60¢ 63(f 3
34 b
Interest expense on long-term debt (9,02 73 f (8,2% (9,64 75(f (8,891
Wite-down of investments (21¢ 21¢ i -
Loan settlement ga 1,151 (1,180 K
(7,477 (783) (8,260 (11,682 2,827 (8,855
(Loss) income before income taxes (12,853) 9,362 (3,491) (12,094) 14,065 1,97
Income tax expense (recovery) 1,22 287'n 4,09 (215 3,96(n 3,74
Net (loss) income for the perio $ (1407 $ 6,48 $ (58 $ (11877 $ 10100 & (1,77
Basic and diluted net (loss) income percommonska  $  (0.17) $ (009) $ (019 $(0.02)
Weighted average shares outstanding (000's) —&asic
diluted 85,170 85,170 85,122 85,122
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ANGIOTECH PHARMACEUTICALS, INC.
RECONCILIATION OF GAAP AINANCIAL MEASURES TOCORRES PONDING

NON-GAAP FINANCIAL MEASURES
(Unaudited)
Six months ended Six months ended
(in thousands of U.S.$, except share and perdsita)e June 30, 2010 Jure 30, 2009
Reporter  Adjustrment Adjustec Reporter  Adjustment Adjuste
REVENUE
Product sales, net $ 132 $ 19m $ 10412 $ 9331 $ $ 9B31
Royalty revenue 21,19 21,19 34,10 34,10
License fees 10! (10* a 2545  (2545( a
125,22 8 125,31 152,87. (25,45 127,42
EXPENSES
Caost of products sold 53,07 @8 b 51,93 49,64 (8% m 48,75
(15¢ m
License and royalty fees 3,71 371k 547 547
Research and development 13,66/ (22 d 13,43 1293 (21t d 1,77
93 ¢
Selling, general and administrative 24,38 %6 b 41,58 217 (126t b 36,04
(68 d (59 d
(14t g (224 g
(1,00 | (1,03 |
Depreciation and amortization 1666 (1514t e 150 1656 (1483 e 1,72
Wtite-down of assets held for ¢ 70 (70C i
Escrow settlement recovery 4,71 4,71k
127,47 (15,30: 112,17 125,79 (22,01 103,77
Qperating income (loss) (2,245 15,38¢ 13144 27,08 (3437 23,64¢
Other income (expenses):
Foreign exchange (loss) gain 126 (2,26¢ h (70¢ 70'h
Investment and ather income (loss) (38 6 j T (61 67 f 6
34 b
Interest expense on long-term debt (17,94¢ 145 f (16,44 (19,68t 1,36 f (18,317
Wite-down of investments (21¢ 216 i
Loan settlement ga 118 (2,280 k
(16,102) @71) (16,473) (21,009) 2753 (18,256)
Incorme (loss) before income taxes (18,347) 15,018 (3329) 6,074 (684) 5,39
Income tax expense (recovery) 2,42 584n 826 550 76'n 6,27
Net (loss) income for the period $ 076 % 917 $ (115% $ 56 $ (144 $ (88
Basic and diluted net loss per conmon share $ (029 $ (014 $ 0.01 $(0.01)
Weighted average shares outstanding (000's) —dmebifiuted 85,164 85,164 85,122 85,122
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Description of Adjustments

The following is an explanation of each of the isethat management has adjusted to derive its NnoAFGA
financial measures for the three months ended 30n2010.

(a) Non-Recurring Revenue

We report adjusted net income (loss), adjustedineetme (loss) per share and adjusted revenue iives g
period, which excludes certain items from our régadIGAAP revenue that are non-recurring and arelatsd
to the day-to-day operating activities of our bess

Our adjusted results for the three and six montldee June 30, 2010 and 2009 excludes certain roomrieg
and non-operating licence revenue. Our adjustadtsef®or the six months ended June 30, 2009 alstudgs a
$25.0 million one-time payment received from Baxtegernational Inc. The payment was subtracted foum
GAAP-based revenue because it was non-recurringenrgived in lieu of future royalty payments orelised
technology and non-recurring non-operating liceesenue.

(b) Restructuring-Related Charges

We report adjusted net income (loss), adjustednoeime (loss) per share, adjusted COGS, adjusteld R&d
adjusted SG&A metrics in a given period which erelcertain expenses related to restructuring grccate
reorganization activities that we are pursuinghave completed in prior periods. These amounts;hwére
added back to our GAAP net income (loss) and regime (loss) per share to calculate correspondingstzd
metrics, primarily represent severance costs, agstt-offs, contract renegotiation or terminatitees, and
other expenses associated with plant closuressfenanof production lines from one facility to anet and
plant headcount optimization initiatives that ao¢ reasonably expected to recur in the future.

Our adjusted results for the three and six montidee June 30, 2010 exclude restructuring charge &f
million and $2.3 million, respectively. These resturing charges relate to headcount reductions,cests
associated with a leased property which is no Ioigese, transfer costs associated with the mowewfethe
Quill™ SRS production line to our Puerto Rico facilitydaresidual costs from the 2008 closure of our
Syracuse, New York manufacturing facility. Our adgd results for the three and six months ended 30n
2009 exclude restructuring charges of $1.0 milko $2.2 million, respectively, which relate to thesure of
our Syracuse, New York manufacturing facility, teemination of a product supply and distributiomessgnent,
and other corporate reorganization initiatives.

(c) Technology Acquisition-Related Charges

We report adjusted net income (loss), adjustednoeime (loss) per share and adjusted R&D expensgcsie
which exclude certain non-recurring, and in somgtances non-cash, expenses related to researeh-stag
technology purchases that we have completed. Tdresents, which are added back to our GAAP netm&co
(loss), net income (loss) per share and researdhidavelopment expense to calculate correspondijustad
metrics, primarily represent costs incurred to clatepan acquisition of technology for which we arable to
reasonably determine the specific commercial usechSpurchases of early stage technologies occur
infrequently and are highly variable, non-compagablamount and are not part of our day-to-day atjers.

Our adjusted results for the three and six montiteeé June 30, 2009 excludes technology acquigiétaiied
charges of $0.6 million and $0.9 million respedvelated to the termination of our collaboratiagreement
with Lipose Corporation.



(d) Sock-Based Compensation Expense

We report adjusted net income (loss), adjustedneeime (loss) per share, adjusted R&D expense ddtad
SG&A expense metrics that exclude amounts recofdedtock-based compensation expense. Stock-based
compensation expense is added back to our GAARdiaameasures because it is a non-cash chargeeequ
by GAAP, which represents an estimated additiomst @ssociated with the issuance of stock options t
management and employees as part of their compems8uch compensation expense is a non-cash expens
calculated using the Black-Scholes methodologyetidve the expected fair value of employee stockoogt

Fair value calculations are highly subjective, hseathey are dictated by the specific assumptiodsirgouts
used in the model. Key assumptions and inputs melyde our actual stock price on the day the catmr is
completed, the historical volatility of our stockiqe, the estimated risk-free rate of return offelog the market
and other factors, which are not directly corralate our day-to-day operating performance and #fieult to
determine, predict or forecast. In these respewtsahers (including the methodology that may bedu®
calculate such expense), methods and data thatlbmaysed to complete the calculation of stock-based
compensation expense may vary widely from perigget@od or from company to company. Inclusion aickt
based compensation in our results makes it difficuassess our operational cash flows as wellessuore and
compare our performance to that of similar compameour industry, our operating goals or our pernfance

in prior periods. In addition, the impact of pofaehtlilution related to employee stock options sy given
reporting date is also reflected in our reportety fdiluted share count and is already reflectedhia related
calculation of our GAAP and our adjusted net incqings) per share metrics, irrespective of suchitiadél
operating expenses required to be recorded for Gpusposes.

Our adjusted results for the three months ended 30n 2010 and 2009 exclude stock-based compensatio
expense of $0.5 million and $0.4 million respediivieom our GAAP-derived research and developmert a
selling, general and administrative expenses. Sityjlour adjusted metrics for the six months endi@de 30,
2010 and 2009 exclude stock-based compensatiomssmé $0.9 million and $0.8 million, respectively.

(e) Intangible Asset Amortization Expense

We report adjusted net income (loss) and adjusté¢dncome (loss) per share metrics which excludeusnts
recorded for certain intangible asset amortizadigpenses. These amounts, which are non-cash espatded
back to our GAAP net income (loss) and net incoloes] per share metrics to calculate the corredpgnd
adjusted metrics, primarily represent expensesiiaduluring a period to reduce the carrying valuaoguired
technology or intellectual property, based on theful life of such assets as estimated and recdrder at the
time of an acquisition. The allocation of excesgugsition purchase prices over book values amotangible
assets, goodwill and purchased research and deweidpechnology can be a highly subjective protleas
may vary significantly from company to company oetween acquisition transactions, thus making
comparisons of our current operating results teehaf similar companies or our historical resudifficult. In
addition, we believe the economic impact of anyhsacquisitions is reflected in the cash cost artiih effect
resulting from such transactions, and is therefeflected in our adjusted metrics through the inhjpacinterest
expense or income, our reported fully diluted sbavatstanding, the amounts of revenue earned drat ot
operating expenses incurred during the period.

Our adjusted results for the three months ended 3002010 and 2009 exclude $7.5 million of inthfegasset
amortization expenses from our GAAP-derived nebine (loss) and net income (loss) per share metrics.
Similarly, our adjusted metrics for the six mon#rsded June 30, 2010 and 2009 exclude intangiblet ass
amortization expenses of $15.1 million and $14.8Bani, respectively.

(f) Non-Cash Deferred Financing Charges

We report adjusted net income (loss) and adjustétdneome (loss) per share metrics which excludeuants
recorded for certain non-cash deferred financingr@bs. These amounts, which are non-cash expedded a
back to our GAAP net income (loss) and net incotaes] per share metrics to calculate the correspgnd
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adjusted metrics, primarily represent expensesriadurelated to the amortization of debt financiiegs,

incurred in connection with our debt financing wities, over the expected life of the debt instrares well as
write-downs of deferred financing charges which esémated to have no future benefit. As these cas

expenses are not directly correlated to our dagatp-operating performance and are due to capitattste or

financing decisions made by us that are specificuosituation at that time, inclusion of thesergea in our

financial results makes it more difficult to compaour performance to that of prior periods or samil
companies in our industry, or to assess the cashdeneration of our operations.

Our adjusted results for the three months endeé By 2010 and 2009 exclude non-cash amortization o
financing charges of $0.7 million and $0.8 millisespectively, from our GAAP-derived net incomesélpand

net income (loss) per share. The metrics for theetimonths ended June 30, 2009 also exclude an$lidn
write-off of deferred financing charges relatedatderm loan which was terminated prior to the sakest
maturity date. Our adjusted metrics for the six thenended June 30, 2010 and 2009 exclude non-cash
amortization charges of $1.5 million and $2.0 roilli respectively.

(9) Litigation-Related Charges

We report adjusted SG&A expense, adjusted net iecdoss) and adjusted net income (loss) per shatdam
which exclude amounts recorded for certain litigatielated charges. These charges, which are duigdto
our GAAP selling, general and administrative expenget income (loss) and net income (loss) pereshar
metrics to calculate the corresponding adjustediosetprimarily represent expenses incurred in eation
with extraordinary litigation matters that are irdratly unpredictable, highly variable from periadperiod, are
not reasonably expected to recur in similar amoumtéuture periods or are not related to the dayday
operational activities of our business.

Our adjusted results for the three months ended 30n 2010 and 2009 exclude litigation-related gésrof
$0.07 million and $1.5 million respectively fromraBAAP-derived net income (loss) and net incomsg)@er
share, respectively. Similarly, our metrics foe gix months ended June 30, 2010 and 2009 exdhightibn-
related charges of $0.1 million and $2.2 millioespectively.

(h) Foreign Exchange Gains and Losses

We report adjusted net income (loss) and adjusté¢dncome (loss) per share metrics which excludeusnts
recorded for certain foreign exchange gains angekasThese amounts, which are added back to ourRG#eA
income (loss) and net income (loss) per share osetiwi calculate the corresponding adjusted mepiisarily
represent expenses related to translation diffeerarising from translating assets held by us neido
territories and denominated in foreign currencie&) our reporting currency. These foreign curreasgets
fund our research and development activities ina@anand are unigue to our current operationattstrel. As
they have no bearing on our day-to-day operatioperating decisions or our ability to fund or mamagr
operations or research and development programexeiade them from our non-GAAP financial measures.

Our adjusted results for the three and six monttie@ June 30, 2010 exclude net foreign exchanges gi
$0.9 million and $1.3 million, respectively, frommGAAP-derived net income (loss) and net incorneq) per
share. Similarly, our adjusted metrics for the ¢hamd six months ended June 30, 2010 and 2009dexolet
foreign exchange losses of $1.4 million and $0.lfoni respectively.

(i) Other Long-Lived Asset Impairment Charges

We have reported adjusted net income (loss) anasedj net income (loss) per share metrics whicludgc
certain write-downs of investments or other longdl assets, for which the carrying values are iregaand
irrecoverable. These amounts are added back tGAMP net income (loss) and net income (loss) peresh
metrics to derive corresponding adjusted metriagsabge they are typically non-recurring, non opegatind
non-cash write-downs or expense items, thus makidgficult to compare our operating performancetie
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period the impairment expense is incurred, to querating performance in other periods or to therape
performance of similar companies in our industryaridgement may also exclude these charges from our
operating goals, forecasts, budgets and non-GAA&htial measures.

Our adjusted results for the three months ended 30n2010 excludes a $0.2 million write-off ofoad-term
investment. Our adjusted results for the six moetided June 30, 2010 also excludes a $0.7 millloncash
impairment charge recorded with respect to ownatlastate which was classified as held for satbeaend of
the period. There were no adjustments to the 26p8rted metrics.

(j) Losses/ Gains on Asset Disposals

We have reported adjusted net income (loss) angstadj net income (loss) per share metrics whichudgc
certain losses or gains recorded from asset dilpoSartain of these amounts may be adjusted fram o
GAAP-based metrics because they are non-cash imenaton-recurring and difficult to predict fromrjmsl to
period and are not factors relating to or impacting ability to conduct our day-to-day business|gaa
operations. Furthermore, the magnitude of the gaints losses recorded is often dependent on assafisp
factors such as the age and condition of the asakgge values and technological obsolescenceadéamnent
also excludes such gains and losses when developingperating goals, forecasts, budgets and noARsA
financial measures because inclusion in operatiegults makes it difficult to compare our operating
performance for a particular period to our histarioperating performance or the operating perfoaanf
similar companies in our industry.

Our adjusted results for the three and six montite@ June 30, 2010 each exclude losses of $0.bmdh
asset disposals. The adjusted metrics for the entins ended June 30, 2009 exclude losses of $dllbdnnon
asset disposals.

(k) Non-Recurring Gains

We report adjusted net income (loss) and adjusétdncome (loss) per share metrics which excludeice
extraordinary and non-recurring gains. These ansoarg adjusted from our GAAP-based metrics bectese
are unplanned, difficult to predict and relatedt®-time events not expected to recur from peagaketiod.

Our adjusted results for the six months ended Bhe2010 exclude a $4.7 million recovery received i
connection with the settlement of an outstandingra® claim with RoundTable Healthcare Partners, LP
relating to our March 2006 acquisition of Ameriddadical Instruments Holdings, Inc.

As described under “Second Quarter Highlights”, April 6, 2010 we completed the acquisition of
Haemacure’'s assets. The assets were acquired hmarege for the settlement of the loan we made to
Haemacure. Under US GAAP, the acquisition qualiféada business combination.As at April 5, 2010, the
carrying value of the loan owed by Haemacure wa$ $#llion compared to the contractual amount of7$3
million.. The $1.2 million differential was recognized agaan on the effective settlement of the pre-emgsti
debt arrangement. Our adjusted results for theetAnd six months ended June 30, 2010 excludeshiing

net gain of $1.2 million.

(I) Non-Recurring Transaction Fees

We report adjusted net income (loss), adjustedneeime (loss) per share and adjusted SG&A metritstw
may exclude certain extraordinary and non-recurdogts related to significant corporate transastidrhese
amounts are adjusted from our GAAP-based metricause they are highly variable and specific toetktent
and nature of the transaction being undertakerth@se expenses are not directly correlated to aytal-day
operating performance and are due to transactioalated financing decisions made by us that aeeiip to
the situation at that time, inclusion of these gkarin our financial results makes it more difficiol compare
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our performance to that of prior periods or simitarmpanies in our industry, or to assess the clash f
generation of our operations.

Our adjusted results for the three months ended 30n2010 exclude $0.3 million of Haemacure tratisa-
related expenses and $0.4 million of general coingutosts. Similarly, our adjusted results for e months
ended June 30, 2010 excludes $0.6 million of Haeneatransaction-related expenses and $0.4 million o
general consulting costs. For the three and sixthsoended June 30, 2009, our adjusted metrics aclu
transaction fees of $0.4 million and $0.6 milli@spectively related to the exploration of certamarficing and
strategic alternatives. The adjusted metric for dhemonths ended June 30, 2009 also excludesattos
costs of $0.4 million related to the terminatiorecupply and distribution agreement.

(m) Non-Recurring Production Charges

We report adjusted COGS, adjusted net income (sd)adjusted net income (loss) per share metrmshw
exclude amounts recorded for certain extraordiraarg non-recurring production costs. These amourds a
adjusted from our GAAP-based metrics because treewmplanned, difficult to predict and related teedime
events not expected to recur from period to period.

During the second quarter of 2010, we initiatedkntary product recall to remedy packaging defatisne of
our manufacturing facilities. The products undensderation were not determined to be defective ramd
patient injuries have been reported. Our adjusesdits for the three and six months ended June@0)
therefore adds back a $0.2 million sales provisind excludes a $0.2 million product warranty chavgach
was recorded to provide for the expected cost plaoeng units with defective packaging. Quality tots
measures and corrective actions have been talarstoe that the products are properly sealed acichpad.

Our adjusted results for the three and six montiae@ June 30, 2009 excludes $0.9 million of nomHméTy
manufacturing charges related to excess labor ebaand inventory write-offs associated with order
cancellations by a significant customer of our gaigneedle business. There were no adjustmentmuito
reported metrics for the three or six month periedded June 30, 2010.

(n) Income Tax Expense (Benefit) Related to the Above Adjustments

Income tax expense is adjusted by the amount afiewdal tax expense or benefit that would arisevéf used
our adjusted non-GAAP financial measures to cateutar tax provision, based on the relevant stagutaies
applicable to the jurisdictions in which the abman-GAAP adjustments reside. The cumulative eféddax
adjustments described above for the three and sixtim ended June 30, 2010 were $2.9 million ané $5.
million, respectively, compared to $4.0 million a@.8 million for the same respective periods iA20

Material Limitations

While we believe our measures of Adjusted EBITDdjuated net income (loss), adjusted net incomes)lpsr
share, adjusted revenue, adjusted COGS, adjust&ldx@ense and adjusted SG&A expense are usefthdor
reasons noted above, we believe there may be rcéntzerent limitations in these measures, includingnot
limited to:

= Exclusion of amortization and depreciation expens@ our adjusted financial measures does not take
into account the need for future capital spendiviggther this is to support growth or to replaceetss
which are subject to wear and tear.

= Exclusion of write-downs, amortization and deprgerafrom our adjusted financial measures does not
take into consideration the potential tax impactstaigations which can materialize into actualhet
cash flows.
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As we use our own approach for calculating our stéji financial measures, other companies may not
make the same adjustments or disclose their fiahdeita in a manner that would allow comparison of
their results to our adjusted results, thus deargaomparability of our adjusted financial measuas
comparative analytical tools.

* Non-GAAP based adjustments may not take into adcthum full economic cost of running our

business. For example, financing costs are requoedise capital, which is used to fund operations
Adjusted financial measures do not necessarilgcethese considerations.

As noted above, our adjusted financial measuresi@rsubstitutes for our GAAP-derived financial si@@s
and statements. These adjusted measures are usednagement to supplement our GAAP disclosures and
help investors and lenders gain a better undernstgrad our operating performance and to offer ingesand
lenders an opportunity to access the same datageare@mt and our Board of Directors may use to ass@ss
operating performance. Management compensatedhéoforegoing limitations by ensuring that our GAAP

disclosures are transparent and sufficient to pieovéaders with the information required to redeniinancial
results and form unbiased conclusions.
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