ANGIOTECH PHARMACEUTICALS, INC. ANNOUNCES FINANCIAL RESULTS
FOR THE FOURTH QUARTER ENDED DECEMBER 31, 2009

Vancouver, BC, March 4, 2010- Angiotech Pharmaceuticals, Inc. (NASDAQ: ANPEX: ANP) today
announced its financial results for the fourth ¢gieand year ended December 31, 2009.

“We were pleased to report a particularly strongrtgr for product sales, which was driven by theticoied
strong performance of our Proprietary Medical Patsluwhere we saw sales growth of 53% comparedeo t
same period in 2008,” said Dr. William Hunter, Rdest and CEO of Angiotech. “We are particularlggded
by the continued success of our Quill™ SRS prodwet, which we believe will continue to be a strong
performer during 2010.”

Fourth Quarter Financial Highlights

Total revenue was $63.6 million.

Net product sales were $50.0 million. Sales of Broprietary Medical Products were $18.3 million, o
37% of total product sales. Sales of our Base bégdiroducts were $31.7 million, or 63% of totadghurct
sales.

Royalty revenue was $13.5 million.

Research and development expenses were $6.2 million

Selling, general and administrative expenses wa2eddmillion.

Net loss and net loss per share were $15.6 miliah$0.18, respectively.

As of December 31, 2009, cash and short-term imests were $57.3 million and net debt was $517.7
million.

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-GAARdjsted, financial measures that exclude ceitiins.
Management uses certain non-GAAP, or adjustedndiah measures to establish operational goals, and
believes that these measures may assist inveatersaluating the results of our business and aimajythe
underlying trends in our business over time. Inmessshould consider these non-GAAP adjusted firzdnci
measures in addition to, and not as a substitutecioas superior to, financial measures prepaned i
accordance with GAAP. A reconciliation of the Compa non-GAAP adjusted financial measures to the
corresponding GAAP financial measures, and an eafilen of the Company’s use of these non-GAAP
adjusted financial measures and of the excludedsitare included in the appendix to this presasee

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

Adjusted revenue was $63.5 million.
Adjusted costs of goods sold was $28.4 million.
Adjusted research and development expenses weseriiion.

Adjusted selling, general and administrative expengere $21.2 million.



» Adjusted net loss and adjusted net loss per sbatbd quarter were $4.7 million and $0.06, respelt
Fourth Quarter Highlights

Proprietary Medical Products. Our Proprietary Medical Products are marketed atdi sy our two direct sales
groups. We believe certain of these product lirggtain technological advantages that have the patdor
more substantial revenue growth potential as coetptr our overall product portfolio. Our most sigrant
commercial Proprietary Medical Products are oudlQUISRS wound closure product line, SKATER™ line of
drainage catheters, Option™ Inferior Vena CavaeFiltHemoStream™ chronic dialysis catheter and
BioPince™ full core biopsy device.

Consistent with recent prior quarters, our ProprietMedical Products continued to demonstrate highe
revenue growth as compared to our overall prodoxtgdio in the fourth quarter. Revenue for theseducts in

the fourth quarter of 2009 increased by 53% as ewetpto the fourth quarter of 2008, and by 23% as
compared to the third quarter of 2009. Excludingjithpact of foreign currency changes between thgeaive
periods, the revenue growth figures indicated wdndde been 49% and 22%, respectively. Revenudéset
products for the year ended December 31, 2009aserkby 32% as compared to the year ended Dec@&hper
2008. Excluding the impact of foreign currency ajes)between the periods, the revenue growth figrandd
have been 35%.

Base Medical Products. Our Base Medical Products represent more matuighéid goods product lines in the
ophthalmology, biopsy and general surgery areameatical device components manufactured by us alad s
to other third-party medical device manufacturetsowassemble those components into finished medical
devices. Sales of our Base Medical Products aneostgrl by a small group of direct sales persoraselyell as

a network of independent sales representativesnagdical product distributors. Revenue from our Base
Medical Products has recently exhibited greateatidy and slower relative growth as compared tor o
Proprietary Medical Products.

Revenue from our Base Medical Products declined%yin the fourth quarter of 2009 as compared to the
fourth quarter of 2008 and by 6% as compared tatilvd quarter of 2009. Excluding the impact ofeiign
currency changes, revenue would have declined bya8&807%, respectively. Revenue for these prodocts
the year ended December 31, 2009 declined by 9%oagared to the year ended December 31, 2008.
Excluding the impact of foreign currency changesvieen the periods, the decline in revenue woulclmen
8%.

The decline in our Base Medical Products salesO@92was due primarily to lower sales of medicalicev
components to other third party medical device rfeaturers. We believe this aspect of our Base Madic
Product sales were significantly impacted in 2009 dertain customers that unexpectedly postponed or
cancelled orders, or that implemented inventoryucédn programs in response to changing economic an
credit market conditions. In addition, we believer dransfer of manufacturing of certain surgicakdle
component products to our facility in Aguadilla,éPto Rico from our facility in Syracuse, New Yorkaynhave
contributed to more volatile customer ordering gras in 2009 as compared to prior years. While wesatly
expect that certain of our customers may increlasie order levels in 2010, there can be no assertrat we

will record sales of surgical needles to theseausts at levels observed in prior periods.

Royalty Revenue. We derive additional revendem royalties paid to us by partners that devefroprket and
sell products incorporating certain of our pro@igttechnologies. Currently, the substantial majaf our
royalty revenues are derived from sales by Bostarfiific Corporation (“BSC”) of TAXUS® coronary estit
systems incorporating the drug paclitaxel.

Royalty revenue derived from sales of TAXUS stemsteams by BSC declined by 8% during the fourth tarar

of 2009 as compared to the fourth quarter of 2008 lay 32% during the year ended December 31, 2609 a
compared to the year ended December 31, 2008. &time in royalty revenues during the fourth quased
year ended December 31, 2009 was a result of I@akrs of TAXUS stent systems by BSC, as sales of
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TAXUS continued to be negatively impacted by coritjwet pressure in the drug-eluting coronary steatkat,
most specifically by negative marketing campaigasiducted by BSC’'s competitors suggesting clinical
advantages of their drug-eluting stent product@spared to TAXUS. Royalty revenue for year ended
December 31, 2009 was based on BSC's net salebdgperiod October 1, 2008 to September 30, 2009 of
$926 million, of which $411 million was in the Ueit States, compared to net sales of $1.2 billioth® same
period in the prior year, of which $637 million wisisthe United States. The average gross royateyearned

in the year ended December 31, 2009 on BSC's het gas 6.4% for sales in the United States anh 6at
sales in other countries, compared to an averdgefd.1% for sales in the United States and &a@¥sales in
other countries for the year ended December 318.200

Shelf Registration Statement on Form S-3. On July 23, 2009, we announced that we had fileshelf
registration statement on Form S-3 with the U.Su8ges and Exchange Commission (the “SEC”) and a
corresponding preliminary short form base shelfspextus with the securities commissions of British
Columbia and Ontario. On December 7, 2009, thef shgistration statement on Form S-3 (as amended by
Amendment No. 1 on Form S-3/A filed with the SEC@cember 4, 2009) was declared effective by thé SE
and we filed a final short form base shelf prospgetith the securities commissions of British Cahisnand
Ontario. These filings allow us to offer Common ra&sa Class | Preference shares, debt securitiesants or
units for initial aggregate proceeds of up to $@54illion to potential purchasers in the U.S., BhtColumbia
and Ontario.

Financial Information

This press release contains financial data derfneed the audited consolidated financial statemémtshe year
ended December 31, 2009 and 2008. Full auditedotidated financial statements and Management's
Discussion and Analysis for the year ended Decer@be2009 will be filed on Form 10-K on or beforeaidh

16, 2010 with the relevant regulatory agenciesyelsas posted on our website at www.angiotech.com.

Amounts, unless specified otherwise, are expressédlS. dollars. Financial results are reportedeaund.S.
GAAP unless otherwise noted. All per share amoargsstated on a diluted basis unless otherwisenote

Conference Call Information

A conference call to discuss these financial reswill be held today, Thursday, March 4, 2010 809AM ET
(6:00 AM PT).

Dial-in information:

North America(toll-free): (866) 770-7129
International: (617) 213-8067

Enter Passcode: 69484239

An archived replay of the call will be availabletiliMarch 11, 2010.

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

International: (617) 801-6888

Enter Passcode: 61713924

A live webcast will be available to all interestedrties through the Investors section of Angioteckigbsite:
www.angiotech.com/investors
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ANGIOTECH PHARMACEUTICALS INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
Three Months Ended
December 31

(Audited)
Year Ended
December 31

2009 2008 2009 2008

REVENUE
Product sales, net $ 49,975 $ 46,054 $ 191,951 $ 190,81
Royalty revenue 13,533 15,676 62,171 91,54t
License fees 53 352 25,556 91(

63,561 62,082 279,678 283,272
EXPENSES
Cost of products sold 29,010 23,622 104,616 101,05:
License and royalty fees 2,494 2,774 10,431 14,25t¢
Research and develop ment 6,175 7,723 23,701 53,19:
Selling, general and administration 22,402 21,381 81,504 98,48:
Depreciation and amortization 8,406 8,421 33,251 33,99¢
In-process research and development - - - 2,50(
Write-down of assets held for sale 3,090 1,283 3,090 1,28:
Write-down of goodwill - 50,285 - 649,68!

71,577 115,489 256,593 954,451
Operating income (loss) (8,016) (53,407) 23,085 (671,179)
Other income (expenses):
Foreign exchange (loss) gain (385) (1,032) (1,612) 540
Investment and other income (expense) 304 (498) 378 1,192
Interest expense on long-term debt (9,068) (10,639) (38,039) (44,490)
Write-down and other deferred financing charges - (3,000) (643) (16,544)
Write-down / loss on redemption of investments - (10,964) - (23,587)
Total other expenses (9,149) (26,133) (39,916) (82,889)
(Loss) /income before income taxes (17,165) (79,540) (16,831) (754,068)
Income tax expense (recovery) (1,532) (2,577) 6,037 (12,892)
Net loss $ (15,633) $ (76,963) $ (22,868) $ (741,176)
Basic and diluted net loss per common share $ (0.18% (0.90) $ (0.27 $ (8.71
Basic and diluted weighted average number of
common shares outstanding (in thousands) 85,130 85,118 85,130 85,118
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ANGIOTECH PHARMACEUTICALS INC.
CONSOLIDATED BALANCE SHEETS

(Audited)
December 31, December 31,
2009 2008

ASSETS
Current assets
Cash and cash equivalents 49,542 $ 38,952
Short-term investments 7,780 848
Accounts receivable 28,167 25,524
Income tax receivable 1,090
Inventories 35,541 38,594
Deferred income taxes, current portion 4,284 3,820
Prepaid expenses and other current assets 3,294 5,234
Total current assets 129,698 112,972
Assets held for sale 5,300 8,422
Property, plant and equip ment 46,879 49,108
Intangible assets 173,019 195,477
Deferred financing costs 11,409 11,363
Other assets 3,754 7,855
Total assets 370,059 $ 385,197
LIABILITIES AND SHAREHOLDERS' DEFICIT
Current liabilities
Accounts payable and accrued liabilities 46,324 $ 46,620
Income taxes payable 10,858 8,071
Interest payable on long-term debt 6,004 6,514
Total current liabilities 63,186 61,205
Deferred leasehold inducement 2,888 2,780
Deferred income taxes 36,778 40,577
Other tax liabilities 3,898 3,145
Long-term debt 575,000 575,000
Other liabilities 1,596 2,363
Total non-current liabilities 620,160 623,865
Shareholders’ deficit
Share capital

Authorized:

200,000,000 Common shares, without par value

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

Common shares issued and outstanding:

December 31, 2009 — 85,138,081

December 31, 2008 — 85,121,983 472,742 472,739
Additional paid-in capital 33,687 32,107
Accumulated deficit (866,541) (843,673)
Accumulated other comprehensive income 46,825 38,954
Total shareholders' deficit (313,287) (299,873)
Total liabilities and shareholders' deficit 370,059 $ 385,197
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Forward Looking Statements

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-lookimjormation” within the meaning of applicable Caratsecurities
laws. All such statements are made pursuant téstife harbor” provisions of applicable securitiegislation. Forward-
looking statements may involve, but are not limitedcomments with respect to our objectives amakiies for the
remainder of 2010 and beyond, our strategies arductions, 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 knowks;i uncertainties and other factors are takenaiotount as part of
our assumptions underlying these forward-lookirgeshents and include, among others, the follongegieral 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 finaalkcreimbursement coverage from governmental amd-gharty payers for
products and related treatments; adverse resultsexpected delays in pre-clinical and clinicaldurct 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 orathply the forward-looking statements in this pressase to differ
materially from our actual results. These operatigks include: our ability to attract and retaimtified 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 claimsaged 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, corporallfe@aces relating to the development and commaeezitibn of our
technology and products; market acceptance ofemimiblogy and products; our ability to successfuibnufacture,
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 SEC. For a more thorough disicin of the risks associated with our businesstise “Risk Factors”
section in our annual report for the year endededdxer 31, 2008 filed with the SEC on Form 10-K, andquarterly
reports for the first, second and third quarter2@d9 filed with the SEC on 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 spgciatharmaceutical and medical device company. étegh
discovers, develops and markets innovative tredtrselntions for diseases or complications assotiatiéh
medical device implants, surgical interventions aamite injury. To find out more about Angiotech
(NASDAQ: ANPI, TSX: ANP), please visit our websaewww.angiotech.com

FOR ADDITIONAL INFORMATION:

Sharrifah Al-Salem

Investor Relations and Corporate Communications
Angiotech Pharmaceuticals, Inc.

(415) 293-4414
sharrifah.alsalem@FDAshtonpartners.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 seldaclude the following non-GAAP, or adjusted,afigial
measures, which we believe provide important supetgal information to management and investors abou
the Company’s financial condition and results oemgpions: (1) adjusted earnings before intereptese,
taxes, depreciation and amortization (“Adjusted HBA"), (2) adjusted net income (loss), (3) adjusteat
income (loss) per share, (4) adjusted revenueadfisted cost of goods sold (“Adjusted COGS”),d@justed
research and development expense (“Adjusted R&Demsgd), 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 disecobrrelated to our operating performance. We dveli
exclusion of these items from our GAAP financial asgres 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 sssinea 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 (lossgpare,
adjusted revenue, Adjusted COGS, Adjusted R&D egpesind 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 lirortatthat
may be relevant to our use of certain non-GAAPrfaia measures by reviewing our operating perforcedn
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 sharessa]
revenue, Adjusted COGS, Adjusted R&D expense angdisteld 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 the Company’s
Board of Directors.

o Evaluating, managing and benchmarking the operat@mtprmance of the Company.

0 Analyzing underlying trends in the Company’s busie

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

o Establishing internal operating budgets.

o0 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 amngeted 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 the Compary&f operating decision makers to make operating
decisions and assess performance. We have protidednformation to enable investors to analyze our
operating results in the same way that managensest this information to assess our business reltdiwther
periods, our business objectives and similar comggan our industry.
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ANGIOTECH PHARMACEUTICALS, INC.
CALCULATION OF ADJUSTED EBITDA

(Unaudited)
Three Months Ended Year Ended
December 31, December 31,
(in thousands U.S.$) 2009 2008 2009 2008
GAAP net loss $ (15,633) $ (76,963) $ (22,868) (®11,176)
Interest expense on long-term debt 9,068 10,639 38,039 44,490
Income tax expense (recovery) (1,532) (2,577) 6,037 (12,892)
Depreciation and Amortization 9,460 9,327 37,026 38,174
EBITDA 1,363 (59,574) 58,234 (671,404)
Adjustments:
Non-recurring revenue, net of license fees (a) (53) (352) (25,556) (910)
Restructuring related charges (b) (309) 1,583 ,820 10,407
In-process and non-recurring research and developamarges (c) 500 331 1,866 3,438
Non-recurring supply/distribution agreement terrtima costs (b) - - - 500
Stock-based compensation (d) 408 458 1,579 2,439
Litigation expenses (g) 684 177 3,297 2,670
Foreign exchange loss (gain) (h) 385 1,032 1,612 (540)
Investment and other income 196 498 122 (1,255)
Write-downs of investments and other long-livedeasgi) 3,090 12,247 3,090 24,870
Write-down of goodwill (i) - 50,285 - 649,685
Write-downs and other non-recurring deferred fiagcosts (f) - 3%6 643 17,209
Non-recurring charges related to product reca 60¢ 60: :
Adjusted EBITDA $ 6,868 $ 10,332 $ 49,311 $ 37,109

RECONCILIATION OF GAAP NET LOSS TO NON-GAAP ADJUSTE D NET LOSS

(Unaudited)
Three months ended Year ended
(in thousands US $) December 31, December 31,
2009 2008 2009 2008
GAAP - net loss (15,633) (76,963) (22,868) (741,176)
Non recurring revenue (a) (53) (352) (25,556) (910)
Technology acquisition related charge (c) 500 313 1,866 3,438
Non-recurring supply/distribution agreement terrtiima costs (b) - - - 500
Non-recurring restructuring related charges (b) 309 1,583 3,820 10,407
Stock based compensation expense (d) 408 458 1,579 2,436
Litigation related charges (g) 684 177 3,297 2,670
Write-down of investments, goodwill & other longdid assets (i) 3,090 62,532 3,090 674,555
Write-down and other deferred financing charges (f) 127 4,224 3,431 19,445
Foreign exchange (loss) gain (h) 385 1,032 1,612 (540)
Acquisition related intangible asset amortizatispense (e) 7,612 7,460 29,956 30,219
Losses on asset disposals (j) 288 544 360 668
Non-recurring charges related to product recall (k) 604 - 604 -
Estimated tax impact of non-GAAP adjustments (l) 01®) (3,629) (6,724) (19,919)
Adjusted net loss (4,728) (2,621) (5,533) (18,207)
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RECONCILIATION OF GAAP NET LOSS PER SHARE TO NON-GA AP ADJUSTED NET LOSS PER SHARE

(Unaudited)
Three months ended Year ended
December 31, December 31,
2009 2008 2009 2008
GAARP - net loss per share $ (0.18) $ (0.90) $ 0.27) $ (8.71)
Non recurring revenue (a) (0.00) (0.00) (0.30) (0.01)
Technology acquisition related charge (c) 0.01 0.00 0.02 0.04
Non-recurring supply/distribution agreement terrtimracosts (b) 0.00 0.00 0.00 0.01
Non-recurring restructuring related charges (b) @.0 0.02 0.04 0.12
Stock based compensation expense (d) 0.00 0.01 0.02 0.03
Litigation related charges (g) 0.01 0.00 0.04 0.03
Write-down of investments, goodwill & other longdid assets (i) 0.04 0.73 0.04 7.92
Write-down and other deferred financing charges (f) 0.01 0.05 0.04 0.23
Foreign exchange (loss) gain (h) 0.00 0.01 0.02 (0.01)
Acquisition related intangible asset amortizatigpense (e) 0.09 0.09 0.35 0.36
Losses on asset disposals (j) 0.00 0.01 0.00 0.01
Non-recurring charges related to product recall (k) 0.01 0.00 0.01 0.00
Estimated tax impact of non-GAAP adjustments (I) 049. (0.04) (0.08) (0.23)
Adjusted net loss per share $ (0.06) $ (0.03) $ (0.06) $ (0.21)

RECONCILIATION OF GAAP REVENUE TO NON-GAAP ADJUSTED REVENUE

(Unaudited)
Three months ended Year ended
(in thousands US $) December 31, December 31,
2009 2008 2009 2008
GAAP - revenue 63,561 62,082 279,678 283,272
Non-recurring revenue (a) (53) (352) (25,556) (910)
Adjusted revenue $63,508 $61,730 $254,122 $282,362

RECONCILIATION OF GAAP COGS TO NON-GAAP ADJUSTED CO GS

(Unaudited)
Three months ended Year ended
(in thousands US $) December 31, December 31,
2009 2008 2009 2008

GAAP - COGS 29,010 23,622 104,616 101,052

Non-recurring manufacturing variances (b) - - (1,661) (122)

Non-recurring charges related to product recall (k) (604) - (604) -
Adjusted COGS $28,406 $23,622 $102,351 $100,930
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RECONCILIATION OF GAAP RESEARCH & DEVELOPMENT EXPEN SE TO NON-GAAP ADJUSTED
RESEARCH & DEVELOPMENT EXPENSE

(Unaudited)
Three months ended Year ended
(in thousands US $) December 31, December 31,
2009 2008 2009 2008

GAAP - research and development expense 6,175 7,723 23,701 53,192

Non-recurring restructuring related charges (b) - (338) - (3,302)

Technology acquisition related charges (c) (500) (313) (1,866) (938)

Non-recurring supply/distribution agreement terrtima costs (b) - - - (500)

Stock based compensation expense (d) (105) (125) (424) (795)
Adjusted research and development expense 5,570 6,947 21,411 47,657

RECONCILIATION OF GAAP SELLING, GENERAL & ADMINISTR  ATION EXPENSE TO NON-GAAP ADJUSTED
SELLING, GENERAL & ADMINIS TRATIVE EXPENSE

(Unaudited)
Three months ended Year ended
(in thousands US $) December 31, December 31,
2009 2008 2009 2008

GAAP - selling, general and administration expense 2,4Q2 21,381 81,504 98,483

Non-recurring restructuring related charges (b) 119 (1,245) (2,659) (6,983)

Stock based compensation expense (d) (303) (333) (2,155) (1,641)

Litigation related charges (g) (684) a77) (3,297) (2,670)

Non-recurring financing charges (f) - (665) - (665)
Adjusted selling, general and adminstration expens 21,224 18,961 74,393 86,524

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 curreias
including Euros, British pounds, Swiss francs, Barkrone, Norwegian krone and Swedish krone. Wieee|
this measure provides useful information to measiugesuccess 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)
Change

Three Months Ended As Reported Constant Currency
(in thousands of U.S.$) 31-Dec-09 31-Dec-08 Basis Basis
Proprietary Medical Products 18,275 11,908 53% 49%
Base Medical Products 31,682 34,248 -7% -9%
Total Medical Products 49,957 46,156 8% 6%

Change

Three Months Ended As Reportec Constant Currency
(in thousands of U.S.$) 31-Dec-09 30-Sep-09 Basis Basis
Proprietary Medical Products 18,275 14,854 23% 22%
Base Medical Products 31,682 33,812 -6% -7%
Total Medical Products 49,957 48,666 3% 2%

ANGIOTECH PHARMACEUTICALS, INC.
NON-GAAP CONSTANT CURRENCY NET SALES RECONCILIATION S
(Unaudited)
Q4 2009 Net Sales as compared to Q4 2008
Change
As Reported Constant Estimated Impact of

(in thousands of U.S.$) Currency Basis Currency Basis Foreign Currency
Proprietary Medical Products 6,367 5,900 467
Base Medical Products (2,566) (2,979) 413
Total Medical Products 3,801 2,921 88

Q4 2009 Net Sales as compared to Q3 2009

Change
As Reported Constant Estimated Impact of

(in thousands of U.S.$) Currency Basis Currency Basis Foreign Currency
Proprietary Medical Products 3,421 3,239 182
Base Medical Products (2,130) (2,243) 113
Total Medical Products 1,291 996 29

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 MEAS URES

(Unaudited)
Three Months Ended Three Months Ended
(in thousands of U.S.$, except share and per slateg December 31, 2009 December 31, 2008
Reported Adjustment Adjusted Reported Adjustment Adgste
REVENUE
Product sales, net $ 49975 % - $ 49975 $ 46,054% - $ 46,05«
Royalty revenue 13,533 - 13,533 15,676 - 15,67¢
License fees 53 (53) a - 352 (352) a :
63,561 (53) 63,508 62,082 (352) 61,73(
EXPENSES
Cost of products sold 29,010 (604) k 28,406 23,622 - 23,622
License and royalty fees 2,494 - 2,494 2,774 - 2,77¢
Research and development 6,175 (500) c 5,570 7,723 (313) ¢ 6,94
(205)d (125)d
- (338p
Selling, general and administrative 22,402 (291)b 21,224 21,381 (1,245)b 18,961
(303)d (333)d
(684) ¢ ar7) g9
- (665) f
Depreciation and amortization 8,406 (7,612) e 794 8,421  (7,460) e 961
Write-down of assets held for sale 3,090 (3,090) i - 1,283  (1,283) i :
Write-down of goodwill - - - 50,285 (50,285) i :
71,577  (13,089) 58,488 " 115,489 (62,224) 53,26¢
Operating income (loss) (8,016) 13,036 5,020 (53,407) 61,872 8,465
Other income (expenses):
Foreign exchange (loss) gain (385) 385 h - (2,032) 1,032h
Investment and other income (loss) 304 288 | 92 (498) 544 j 4¢
(500) ¢
Interest expense on long-term debt (9,068) 712 f (8,356) (10,639) 559 f  (10,080)
Write-down / loss on investments - - - (10,964) 10,964 i .
Write-down and other deferred financing charges : : . (3,00C 3,00C f
(9,149) 885 (8,264) (26,133) 16,099 (10,034)
(Loss) income before income taxes (17,165) 13,921 (3,244) (79,540) 77,971 (1,569)
Income tax expense (recovery) (1,532) 3,016 | 1,484 (2,577) 3,629 | 1,052
Net (loss) income for the period $ (15,633) $ 10,905 $ (4,728) $ (76,963)$ 74,342 $ (2,621)
Basic and diluted net (loss) income per commc
share $ (0.18) $ (0.06) $ (0.90) $ (0.03)
Weighted average shares outstanding (000’s) — Basic
diluted 85,130 85,130 85,118 85,118
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ANGIOTECH PHARMACEUTICALS, INC.

RECONCILIATION OF GAAP FINANCIAL MEASURES TO CORRES PONDING

(in thousands of U.S.$, except share and per slateg

NON-GAAP FINANCIAL MEAS URES

(Unaudited)
Year Ended
December 31, 2009

Year Ended
December 31, 2008

Reported Adjustment Adjusted Reported Adjustment Adjiste
REVENUE
Product sales, net $ 191,951 $ - $ 191,951 $ 190,816% - $ 190,816
Royalty revenue 62,171 - 62,171 91,546 - 91,546
License fees 25,556  (25,556) a - 910 (910) a -
279,678  (25,556) 254,122 283,272 (910) 282,362
EXPENSES
Cost of products sold 104,616 (1,661) b 102,351 101,052 (122) b 100,930
(604) k
License and royalty fees 10,431 - 10,431 14,258 - 14,258
Research and develop ment 23,701 (1,866) c 21,411 53,192 (938) ¢ 47,657
(424) d (795) d
- (3,802) b
Selling, general and administrative 81,504 (2,659) b 74,393 98,483 (6,983) b 86,524
(1,155) d (1,641) d
(3,297) g (2,670) g
- (665) f
Depreciation and amortization 33,251  (29,956) e 3,295 33,998 (30,219) e 3,779
In-process research and development - - - 2,500 (2,500) c -
Write-down of assets held for sale 3,090 (3,090) i - 1,283 (1,283) i -
Write-down of goodwiill - - - 649,685 (649,685) i -
256,593  (44,712) 211,881 954,451 (701,303) 253,148
Operating income (l0ss) 23,085 19,156 42,241 (671,179) 700,393 29,214
Otherincome (expenses):
Foreign exchange (loss) gain (1,612) 1,612 h - 540 (540) h -
Investment and other income (loss) 378 360 j 238 1,192 668 | 1,860
(500) b
Interest expense on long-term debt (38,039) 2,788 f (35,251) (44,490) 2,236 f (42,254)
Write-down / loss on investments - - - (23,587) 23,587 i -
Write-down and other deferred financing charges (643 64: f (16,544 16,54¢ f .
(39,916) 4,903 (35,013) (82,889) 42,495 (40,394)
Income (loss) before income taxes (16,831) 24,059 7,228 (754,068) 742,888 (11,180)
Income tax expense (recovery) 6,037 6,724 | 12,761 (12,892) 19,919 | 7,027
Net loss for the period $ (22,868) $ 17,335 $ (5533) $(741,176)$ 722,969 $ (18,207)

Basic and diluted net loss per common share

$  (0.27) $  (0.06)

$ (871 762 $  (0.21)

Weighted average shares outstanding (000’s) — hasidiluted 85,130

85,130

85,118

85,118
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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 and twelve moatitled December 31, 2009 and 2008.

(a) Non-Recurring Revenue

We report adjusted revenue in a given period, witiudes certain items from our reported GAAP nexe
that are non-recurring or are unrelated to the tdeday operating activities of our business, anel aot
reasonably expected to recur in the future. Thasheg revenue metric for the three and twelve n®atided
December 31, 2009 reflects the elimination of dgertae-time non-operating license revenue. Foryisar
ended December 31, 2009, our adjusted revenuecnetciudes a $25.0 million one-time payment reakive
from Baxter International Inc. The payment was sadied from our GAAP-based revenue because it was n
recurring and received in lieu of future royaltyypeents on licensed technology and non-recurring- non
operating license revenue. In addition to the ddjest for the payment received from Baxter Inteéora! Inc.,
the adjusted revenue metric for each of the thneletwelve month periods ended December 31, 2002868
reflect the elimination of non-cash license revenue

(b) Restructuring-Related Charges

We report adjusted net income (loss) and adjustednecome (loss) per share metrics in a given penibich

exclude certain expenses related to restructuningprporate reorganization activities that we anesping, or
have completed in prior periods. These amountghwdre added back to our GAAP net income (losd)raet
income (loss) per share to calculate corresponddjgsted metrics, primarily represent severancéscasset
write-offs, and other expenses associated witht gknsures, transfers of production lines from fality to

another and plant headcount optimization initiaditieat are not reasonably expected to recur ifutioee.

The three-month period ended December 31, 200%t@djuesults exclude $0.2 million of terminatiordan
reorganization costs related to the closure of manufacturing facility in Syracuse, New York, and@5
million recovery of previously accrued restructgricharges. The three-month period ended Decemb@088
adjusted results exclude $1.6 million of terminatiand restructuring costs related to the closurewf
manufacturing facility in Syracuse, New York, heawlct reductions and other corporate reorganization
initiatives executed during the fourth quarter 008.

The year ended December 31, 2009 adjusted resudigde $2.7 million of termination and reorganipati
costs related to the closure of our manufacturamilify in Syracuse, New York, $1.7 million for hdmpunt
reductions and other reorganization initiativesour Puerto Rico facility subsequent to an unexpkecieler
cancellation by one of our largest surgical needigomers, and a $0.5 million recovery of previpusicrued
restructuring charges. The year ended Decembe(0®B, adjusted results exclude $0.5 million of necdrring
costs related to the termination of our supply distribution agreement with Spartan Medical ProdudtC as
well as $10.3 million of termination and restruatgr costs related to the closure of our manufactufacility
in Syracuse, New York, headcount reductions andra#torganization initiatives executed primarilyridg the
fourth quarter of 2008.

(c) Technology Acquisition-Related Charges

We report adjusted net income (loss), adjustednoeime (loss) per share and Adjusted R&D expendeiane
which exclude certain non-recurring, and in somstainces non-cash, expenses related to researeh-stag
technology purchases that we have completed. Tdrasents, which are added back to our GAAP netrieco
(loss), net income (loss) per share and researdidavelopment expense to calculate correspondijustad
metrics, primarily represent costs incurred to clatepan acquisition of technology for which we ar@ble to
reasonably determine the specific commercial usgchSpurchases of early stage technologies occur
infrequently and are highly variable, non-compagablamount and are not part of our day-to-day atjpmts.



The three-month period ended December 31, 2009stedjuresults exclude $0.5 million of amortization
expense related to prepayments made to Haemacup®r@bon for future services. The three-monthiquer
ended December 31, 2008 adjusted results exclud® dllion of technology acquisition-related chasge
relating to our termination of collaboration agresrnwith Lipose Corporation.

The year ended December 31, 2009 adjusted resudisde $0.9 million of amortization expense related
prepayments made to Haemacure Corporation for duservices, as well as $0.9 million relating to our
termination of collaboration agreements with Lip&®@poration. The year ended December 31, 2008tadju
results exclude a $2.5 million up-front payment méol Rex Medical LP to acquire the marketing rightthe
Option Inferior Vena Cava Filter, and a $0.9 milli@mne-time payment relating to our termination of
collaboration agreements with Lipose Corporation.

(d) Sock Based Compensation Expense

We report adjusted net income (loss), adjustedimmime (loss) per share, Adjusted R&D expense and
Adjusted SG&A expense metrics that exclude amoretsrded for stock based compensation expensek Stoc
based compensation expense is added back to ouPGisAncial measures because it is a hon-cash €harg
required by GAAP, which represents an estimatedtiaddl cost associated with the issuance of stgations

to management and employees as part of their casapien. Such compensation expense is a non-cagmsxp
calculated in our case using the Black-Scholes otetlogy to derive the expected fair value of empkogtock
options. Fair value calculations are highly sulijectgiven that they are dictated by the specifisumnptions
and inputs used in the model. Key assumptions apdt$s may include our actual stock price on the ttiay
calculation is completed, the historical volatildaffour stock price, the estimated risk-free rdtesturn offered

by the market and other factors, which are notctliyecorrelated to our day-to-day operating perfance and
are difficult to determine, predict or forecast.threse respects and others (including the methggdtmat may

be used to calculate such expense), methods aadlidtmay be used to complete the calculatiorntaxks
based compensation expense may vary widely froingés period or from company to company. Inclusidn
stock based compensation in our results makesffitudi to assess our operational cash flows asl asl
measure and compare our performance to that ofasicompanies in our industry, our operating gaalsur
performance in prior periods. In addition, the imipaf potential dilution related to employee stagkions as

of any given reporting date is also reflected in @ported fully diluted share count and is alreegflected in

the related calculation of our GAAP and our adjdstet income (loss) per share metrics, irrespedfv&ich
additional operating expenses required to be recbfokr GAAP purposes.

The three-month period ended December 31, 200%t@djuesults exclude $0.1 million and $0.3 milliin
stock based compensation expense from our GAARtbresearch and development and selling, genedal a
administrative expenses, respectively. The threatim period ended December 31, 2008 adjusted sesult
exclude $0.1 million and $0.3 million of stock bdsempensation expense from our GAAP-derived rebear
and development and selling, general and admitiigraxpenses, respectively.

The year ended December 31, 2009 adjusted restdtade $0.4 million and $1.2 million of stock based
compensation expenses from our GAAP-derived rebeamcd development and selling, general and
administrative costs, respectively. The year erideckmber 31, 2008 adjusted results exclude $Al@mand
$1.6 million of stock based compensation expensa® four GAAP-derived research and development and
selling, general and administrative costs, respelgti
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(e) Intangible Asset Amortization Expense

We report adjusted net income (loss) and adjusetdintome (loss) per share metrics which may exclud
amounts recorded for certain intangible asset dpabiin expenses. These amounts, which are non-cash
expenses added back to our GAAP net income (los$)at income (loss) per share metrics to calculete
corresponding adjusted metrics, primarily represxuenses incurred during a period to reduce thwyiog
value of acquired technology or intellectual prapebased on the useful life of such assets amatdtd and
recorded by us at the time of an acquisition. Tlhecation of excess acquisition purchase prices domk
values among intangible assets, goodwill and pwethaesearch and development technology can bghéy hi
subjective process that may vary significantly froompany to company or between acquisition trarmast
thus making comparisons of our current operatisglte to those of similar companies or our histdriesults
difficult. In addition, we believe the economicpact of any such acquisitions is reflected in tashccost or
dilution effect resulting from such transactionsdas therefore reflected in our adjusted metrigeugh the
impact on interest expense or income, our repdu#d diluted shares outstanding, the amounts eEneie
earned and other operating expenses incurred dilmingeriod.

The three month and twelve month periods ended ieee31, 2009 adjusted results exclude $7.6 mikiod
$30.0 million of intangible asset amortization exges from our GAAP-derived net income (loss) and ne
income (loss) per share metrics, respectively. ffnee-month period and year ended December 318 200
adjusted results exclude $7.5 million and $30.2ionil of intangible asset amortization expenses fraum
GAAP-derived net income (loss) and net income Jlpss share metrics, respectively.

(f) Non-Cash Deferred Financing Charges

We report adjusted net income (loss) and adjusétdneome (loss) per share metrics which excludeuants
recorded for certain non-cash deferred financingrgds. 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
adjusted metrics, primarily represent expensesriadurelated to the amortization of debt financfiegs,
incurred in connection with our debt financing eities, over the expected life of the debt instratres well as
write-downs of deferred financing charges which esémated to have no future benefit. As these cam
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.

The three-month period ended December 31, 2009stdjuresults exclude $0.7 million of non-cash
amortization of financing charges from our GAAP+ded net income (loss) and net income (loss) paresh
The three-month period ended December 31, 2008stdjuresults exclude $0.6 million of non-cash
amortization of financing charges from our GAAP+ded net income (loss) and net income (loss) paresh

The year ended December 31, 2009 adjusted resulisde $2.8 million of non-cash amortization ofdircing
charges, as well as $0.6 million of non-cash detefmancing costs we wrote off in connection vitie early
termination of a term loan facility with Wells Fardroothill, LLC, from our GAAP-derived net incomiogs)
and net income (loss) per share. The year endedrilger 31, 2008 adjusted results exclude $2.2amilhf
non-cash amortization of financing charges, as wslla $17.2 million write-down of non-cash deferred
financing charges associated with certain termthabeploration activities, which were related to prsed
financing and strategic alternatives, from our GAddérived net income (loss) and net income (lossxpare.

(g) Litigation Related Charges

We report Adjusted SG&A expense, adjusted net ircfloss) and adjusted net income (loss) per shatgan
which may exclude amounts recorded for certaigdiion related charges. These charges, which atedad
back to our GAAP selling, general and administatexpense, net income (loss) and net income (o)
share metrics to calculate the corresponding astjushetrics, primarily represent expenses incurired i



connection with extraordinary litigation mattersittiare inherently unpredictable, highly variablenirperiod to
period, are not reasonably expected to recur iflaimmounts in future periods or are not relatethe day to
day operational activities of our business.

The three-month period ended December 31, 200%tadjuesults exclude $0.7 million of litigationated
charges from our GAAP-derived net income (loss) aatlincome (loss) per share. The three-monthogeri
ended December 31, 2008 adjusted results excludeniillion of litigation-related charges from ouAGP-
derived net income (loss) and net income (losskpare.

The year ended December 31, 2009 adjusted resulisde $3.3 million of litigation-related chargesrh our
GAAP-derived net income (loss) and net income Jlpss share. The year ended December 31, 2008tadju
results exclude $2.7 million of litigation-relatetharges from our GAAP-derived net income (loss) aat
income (loss) per share.

(h) Foreign Exchange Gains and Losses

We report adjusted net income (loss) and adjusetdintome (loss) per share metrics which may exclud
amounts recorded for certain foreign exchange gamuslosses. These amounts, which are added bamk to
GAAP net income (loss) and net income (loss) pareshmetrics to calculate the corresponding adjusted
metrics, primarily represent expenses relatedaiestation differences arising from translating skeld by us

in foreign territories and denominated in foreigmrencies, into our reporting currency. These fpraiurrency
assets fund our research and development activitigSanada, and are unigue to our current opetation
structure. As they have no bearing on our day-to-ajgerations, operating decisions or our abilityfuod or
manage our operations or research and developmagrams, we exclude them from our non-GAAP finahcia
measures.

The three-month period ended December 31, 200$t@djuesults exclude $0.4 million of net foreigcleange
losses from our GAAP-derived net income (loss) art income (loss) per share. The three-month gerio
ended December 31, 2008 adjusted results exclu@endillion of net foreign exchange losses from GAAP-
derived net income (loss) and net income (losskpare.

The year ended December 31, 2009 adjusted rexuisde $1.6 million of net foreign exchange losem

our GAAP-derived net income (loss) and net incofoas) per share. The year ended December 31, 2008
adjusted results exclude $0.5 million of net foneexchange gains from our GAAP-derived net incoloss]

and net income (loss) per share.

(i) Goodwill and Other Long-Lived Asset Impairment Charges

We have reported adjusted net income (loss) andgstadj net income (loss) per share metrics whichudgc
certain write-downs for goodwill and other longdi asset impairments. These amounts, which arel duiuk

to our GAAP net income (loss) and net income (lgs) share metrics to derive corresponding adjusted
metrics, primarily represent expenses incurrededl#o non-cash write-downs of the Company’s gotdvfi
$50.0 million and $649.7 million during the threedatwelve months ended December 31, 2008, respéctiv
Based on the results of management’'s 2009 anngaiiment test on long-lived assets, no impairméarges
were recorded. The goodwill balance remained dttBroughout 2009.

Goodwill is derived from the allocation of the egsepurchase price over book value to account fdrice
corporate acquisitions completed by the Company iantecorded at the time of the completion of the
acquisition. The assessment of goodwill impairmsrtiased upon a number of factors, most prominghdy
Company’s public share price, which may or may nefiect the actual or expected operating perforraasfc
our business as a whole, or the operating perfacmahthe business that was acquired that crehgedrtginal
goodwill entry and is subject to external markenaiyics and other unpredictable factors. Management
excludes these charges from the Company's operginags, forecasts, budgets and non-GAAP financial
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measures because goodwill impairment charges areagh, one-time GAAP accounting items which are no
expected to recur in the absence of future acepnsit In addition, they are unpredictable, canreotbntrolled
and are usually company and situation specifics thaking it difficult to make comparisons of oureogting
performance, in the period the impairment expessecurred, to our operating performance in otteiqals or

to the operating performance of similar companiesur industry.

Other asset impairment charges include varioust ag$te-downs pertaining to investments and otlogrgh

lived assets, for which the carrying values aredimgal and irrecoverable. Management may also ezdiugise
charges from the Company’s operating goals, fotscémidgets and non-GAAP financial measures because
these amounts are typically non-recurring, non ajggy and non-cash expense items, thus makingfitudt to
compare our operating performance in the period ithgairment expense is incurred, to our operating
performance in other periods or to the operatinfppmance of similar companies in our industry.

(j) Losses/ Gains on Asset Disposals

We have reported adjusted net income (loss) andstd] net income (loss) per share metrics which may
exclude certain losses or gains recorded from alispbsals. These amounts are adjusted from our FGAA
based metrics because they are non-cash in nammegecurring and difficult to predict from perital period.
Furthermore, the magnitude of the gains and loesesded is often dependent on asset specificriastech as
the age and condition of the asset, salvage vandgechnological obsolescence. Management aldades
such gains and losses when developing the Compapgsating goals, forecasts, budgets and non-GAAP
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.

The three-month period ended December 31, 200%stedjuresults exclude $0.3 million of losses on tasse
disposals from our GAAP-derived net income (losg] aet income (loss) per share. The three-montioghe
ended December 31, 2008 adjusted results excluden§ilion of losses on asset disposals from ourABA
derived net income (loss) and net income (losskpare.

The year ended December 31, 2009 adjusted resulisde $0.4 million of losses on asset disposamfour
GAAP-derived net income (loss) and net income Jlpss share. The year ended December 31, 2008tadju
results exclude $0.7 million of losses on assepatials from our GAAP-derived net income (loss) aed
income (loss) per share.

(K) Non-Recurring Product Recall Charges

We report adjusted COGS, adjusted net income (lsd)adjusted net income (loss) per share metrigshw
may exclude amounts recorded for certain extraargliiand non-recurring production costs. These atscane

adjusted from our GAAP-based metrics given thay e unplanned, difficult to predict and relatedone-

time events not expected to recur from period tooge

During the fourth quarter of 2009, we initiated tweparate voluntary product recalls to remedy pgioka
errors at two of our manufacturing facilities. Theoducts under consideration were not determineteto
defective and no patient injuries were reported.

As a result, during the fourth quarter and yearedndecember 31, 2009 the Company incurred $0.6omitif
incremental production costs to rework and rediste these products to customers. Customer retelated to
the product recall have been substantially concudad quality control measures and correctiveoasthave
been taken to ensure products are properly seatb@ackaged. As a result, we have excluded therdién
of incremental rework costs from our three-monthiqgueand year ended December 31, 2009 adjustettgesu

() Income Tax Expense (Benefit) Related to the Above Adjustments
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Income tax expense is adjusted by the amount oftiewal tax expense or benefit that would arisehié
Company used our adjusted non-GAAP financial messto calculate its tax provision, based on thevesit
statutory rates applicable to the jurisdictionsvimich the above non-GAAP adjustments reside. Timeutative
tax effect of the 2009 adjustments described ab@se$6.6 million compared to $20.0 million in 2008.

Material Limitations

While we believe our measures of Adjusted EBITDdjuated net income (loss), adjusted net incomes)Ipsr
share, adjusted revenue, Adjusted COGS, Adjusted Bfpense and Adjusted SG&A expense are useful for
the reasons noted above, we believe there mayrbsrcanherent limitations in these measures, idicig but

not limited to:

Exclusion of amortization and depreciation expena 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 depreerafrom our adjusted financial measures does not
take into consideration the potential tax impactshdigations which can materialize into actualufet
cash flows.

As we use our own approach for calculating our st 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 degrgaomparability of our adjusted financial measuss
comparative analytical tools.

Non-GAAP based adjustments may not take into adctlum full economic cost of running our
business. For example, financing costs are requaradise capital, which is used to fund operations
Adjusted financial measures do not necessarilgcethese considerations.

As noted above, our adjusted financial measures@raubstitutes for our GAAP-derived financial s@e@s

and statements. These adjusted measures are usednagement to supplement our GAAP disclosures and
help investors and lenders gain a better undersigraf the Company’s operating performance andftero
investors and lenders an opportunity to accessdh® data management and our Board of Directorsusgy

to assess the Company’s operating performance. géament compensates for the foregoing limitations by
ensuring that our GAAP disclosures are transpaaext sufficient to provide readers with the inforioat
required to reconcile financial results and fornbiased conclusions.
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