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FOR IMMEDIATE RELEASE

17.00 GMT 12.00 EST Monday 4 February 2002

For Further Information Contact:

Cambridge Antibody Technology Weber Shandwick Square Mile (Europe)
Tel: +44 (0) 1763 263 233 Tel: +44 (0) 20 7950 2800

David Chiswell, Chief Executive Officer Kevin Smith

John Aston, Finance Director Graham Herring

Rowena Gardner, Head of Corporate Communications

BMC Communications/The Trout Group (USA)

Tel: +1 212 477 9007
Brad Miles, ext. 17 (media)
Brandon Lewis, ext. 15 (investors)

RECOMMENDED SHARE OFFER FOR
DRUG ROYALTY CORPORATION INC. (“DRC”) BY
CAMBRIDGE ANTIBODY TECHNOLOGY GROUP PLC (“CAT”)

Melbourn, UK ... The offer documents setting out the full terms and conditions of
CAT’s offer for all of the issued shares of DRC, announced on 17 January 2002, are
being posted to DRC’s shareholders today.

In addition to the offer documents, Listing Particulars are also being sent today to DRC’s
shareholders in accordance with the requirements of the UK Listing Authority.

-ENDS-

Notes to Editors:

Cambridge Antibody Technology (CAT)

e CAT is a UK biotechnology company using its proprietary technologies in human
monoclonal antibodies for drug discovery and drug development. Based near Cambridge,
England, CAT currently employs around 250 people.
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e CAT is listed on the London Stock Exchange and on NASDAQ since June 2001. CAT raised
£41m in its IPO in March 1997 and £93m in a secondary offering in March 2000.

Page 2 of 2

e CAT has an advanced platform technology for rapidly isolating human monoclonal
antibodies using phage display systems. CAT has extensive phage antibody libraries,
currently incorporating more than 100 billion distinct antibodies. These libraries form the
basis for the Company’s strategy to develop a portfolio of antibody-based drugs and to
utilise antibodies as tools for target validation. Six human therapeutic antibodies developed
by CAT are at various stages of clinical trials.

o  CAT has alliances with a large number of biotechnology and pharmaceutical companies to discover,
develop and commercialise human monoclonal antibody-based products. CAT has also licensed its
proprietary human antibody phage display libraries to several companies for target validation and drug
discovery. CAT’s collaborators include: Abbott, AMRAD, Elan, Eli Lilly, Genetics Institute,
Genzyme, Human Genome Sciences, Immunex, Incyte, Merck & Co., Inc, Oxford GlycoSciences,
Pharmacia, Pfizer, Wyeth-Ayerst, Xerion and Zyomyx.

Application of the Safe Harbor of the Private Securities Litigation Reform Act of 1995:
This press release contains statements about CAT that areforward looking statements.
All statements other than statements of historical facts included in this press release may
be forward looking statements within the meaning of Section 21E of the US Securities
Exchange Act of 1934.

These forward looking statements are based on numerous assumptions regarding CAT'’s
present and future business strategies and the environment in which CAT will operate in
the future. Certain factors that could cause CAT'’s actual results, performance or
achievements to differ materially from those in the forward looking statements include:

market conditions, CAT's ability to enter into and maintain collaborative arrangements,

success of product candidates in clinical trials, regulatory developments and competition.
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8 King Street East, Suite 202
Toronto, Canada MSC 1B5

» Tel: (416) 863-1865
SRUG | Fax: (416) 863-5161

ROYALTY

covomamion e | www.drugroyalty.com

February 1, 2002
Dear Shareholder:

Re: Take-over Bid by 3982904 Canada Inc., a wholly-owned subsidiary of Cambridge Antibody Technology
Group plc

Enclosed with this Directors’ Circular is an offer from 3982904 Canada Inc., a wholly-owned subsidiary of
Cambridge Antibody Technology Group plc, to purchase all of the outstanding common shares of Drug Royalty
Corporation Inc. (‘‘Drug Royalty’’). The Board of Directors of Drug Royalty recommends that you ACCEPT the
offer and DEPOSIT your common shares to the offer.,

The Board of Directors, assisted by its financial and legal advisors, has carefully considered all aspects of the offer
as well as the factors described in the enclosed Directors’ Circular, and has concluded that the offer is in the best
interests of Drug Royalty and its shareholders. In reaching its conclusions, the Board of Directors took into account the
following significant considerations, among others:

e the offer price values Drug Royalty at Cdn.$3.00 per share or Cdn.§126.2 million on a fully-diluted basis,
representing a 20% premium to Drug Royalty’s 60-day volume weighted average trading price on The Toronto
Stock Exchange prior to the announcement of the offer;

* historical market prices, trading patterns and other trading information with respect to the common shares of
Drug Royalty;

* the offer will be subject to certain conditions, including that not less than 66%:% of the common shares (on 2
fully diluted basis) of Drug Royalty shall have been validly deposited under the offer and not withdrawn at the
time of expiry;

* the opinion of HSBC Securities (Canada) Inc., the financial advisor to Drug Royalty, that the consideration to
be received by Drug Royalty’s shareholders under the offer is fair, from a financial point of view;

¢ the terms and conditions of the offer, including the ability of Drug Royalty to respond to and support any
unsolicited proposal that is more favourable to Drug Royalty’s shareholders than the offer;

* the agreement of Canadian Medical Discoveries Fund Inc. and MDS Capital Corp., two of Drug Royalty’s
largest shareholders, and of The Health Care and Biotechnology Venture Fund to tender to the offer all of the

common shares beneficially owned by them, representing, to Drug Royalty’s knowledge, approximately 30%
of the outstanding common shares on a fully diluted basis; and

* Drug Royalty's competitive environment, the specialized nature of its business, cost of capital, deal flow and
future ability to increase the trading price of the common shares through continued investments.

I urge you to read the enclosed material carefully. If you have any questions about the offer, please contact
James R. Webster, the President of Drug Royalty, at (416) 863-1865 or consult your investment dealer, stockbroker,
bank manager, lawyer or other professional advisor.

Sincerely,

é),; it

JAMES R. WEBSTER
President




This is an important document that requires your careful review and consideration. If you are in doubt as to
how to respond to the Offer, you should consult with your investment dealer, stockbroker, bank manager,
lawyer or other professional advisor. Enquiries concerning the information in this document should be
directed to James R. Webster, President of Drug Royalty Corporation Inc., at (416) 863-1865.

ROYALTY

CORPORATION INC

DRUG ROYALTY CORPORATION INC.

Directors’ Circular

Relating to the Offer by

CAMBRIDGE ANTIBODY TECHNOLOGY GROUP plc
through its wholly-owned subsidiary

3982904 CANADA INC.

to purchase all of the outstanding common shares of

DRUG ROYALTY CORPORATION INC.

DIRECTORS’ RECOMMENDATION

The Board of Directors of Drug Royalty Corporation Inc.
recommends that Shareholders ACCEPT the Offer
and DEPOSIT their Drug Royalty Shares to the Offer.

February 1, 2002
NOTICE TO NON-CANADIAN SHAREHOLDERS

The Offer referred to herein is made for the securities of a Canadian issuer and the Offer is subject to
Canadian disclosure requirements. These disclosure requirements are different from those of the United States
and other non-Canadian jurisdictions. The enforcement of civil liabilities under the United States federal
securities laws or under the laws of other non-Canadian jurisdictions may be adversely affected by the fact
that Drug Royalty Corporation Inc. is incorporated under the laws of Canada and that the majority of its
officers and directors are residents of Canada, and that all or a substantial portion of the assets of Drug
Royalty Corporation Inc. and those persons may be located in Canada.
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DEFINITIONS

In this Directors’ Circular, unless the context otherwise requires, the following terms have the meanings set
forth below.

““‘Accountant’’ means PricewaterhouseCoopers LLP.

““Acquisition Proposal’’ means an inquiry, proposal or offer from any Person (other than the Offeror) relating to any
liquidation, dissolution, recapitalization, merger, amalgamation, arrangement, acquisition or purchase of all or a
material portion of the assets of, or any equity interest (including Drug Royalty Shares) in, Drug Royalty or any of
its Subsidiaries or other similar transaction or business combination.

“‘Additional Top Up Amount’ means the portion of the Offered Consideration that is attributable to the amount by
which the CAT Share Exchange Ratio is greater than 0.087 and that is payable only if the Maximum Share
Condition is satisfied.

““‘Board of Directors’’ means the board of directors of the Company.

“‘business day’’ means any day of the week other than a Saturday, Sunday or a statutory or civic holiday observed in
Toronto, Ontario or London, England.

““‘CAT’’ means Cambridge Antibody Technology Group plc, a company existing under the laws of England and Wales.
“CAT ADS’’ means an American depositary share of CAT, representing one CAT Share.

““CAT Average Trading Price’’ means the volume weighted average trading price of CAT Shares on the LSE for the
10 trading days randomly selected by the Accountant by lot from the 15 trading days ending four days
immediately prior to the Initial Expiry Date which is then converted into Canadian dollars at a pound sterling/
Canadian dollar exchange rate based on the average noon exchange rate for the same 10 trading days, as reported
by the Bank of Canada.

““CAT Circular’ medns the offering circular accompanying the Offer to Purchase, including Annex A and Annex B
attached thereto.

““CAT Limited”’ means Cambridge Antibody Technology Limited, a wholly-owned subsidiary of CAT, a company
existing under the laws of England and Wales.

“CAT Material Adverse Effect’”’ means any change, effect, event, occurrence or state of facts that is, or would
reasonably be expected to be, material and adverse to the assets, business, operations or financial condition
(including cash resources) of CAT and its Subsidiaries taken as a whole, other than any change, effect, event,
occurrence or state of facts relating to the North American or European economy or securities markets in general.

““CAT Share’’ means an ordinary share of 10p in the capital of CAT,

““CAT Share Exchange Ratio’’ means the greater of: (i) 0.063; and (ii) the fraction, the numerator of which is $3.00
and the denominator of which is the CAT Average Trading Price, such number to be expressed to three decimal
places with amounts less than 0.0005 being rounded down and amounts equal to or greater than 0.0005 being
rounded up, in each case to the nearest one-thousandth.

“CBCA’*’ means the Canada Business Corporations Act, R.S.C. 1985, c¢.C-44, as amended.
“Company’’ and “‘Drug Royalty’’ mean Drug Royalty Corporation Inc., a corporation incorporated under the CBCA.

““Company Material Adverse Effect’”’ means any change, effect, event, occurrence or state of facts that is, or would
reasonably be expected to be, material and adverse to the assets, business, operations or financial condition
(including cash resources) of Drug Royalty and its Subsidiaries taken as a whole, other than any change, effect,
event, occurrence or state of facts relating to the North American or European economy or securities markets in
general.

““Confidentiality Agreement’’ means the confidentiality and standstill agreement dated August 24, 2001 between CAT
and Drug Royalty, as amended on December 21, 2001.

“Directors’ Circular’’ means this directors’ circular.

““Drug Royalty Shares’’ means the common shares in the capital of Drug Royalty (including common shares issuable
upon the exercise of outstanding Options).

“EST’’ means eastern standard time.
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“Exchanges’’ means the LSE, TSE and Nasdaq, and ‘““Exchange’’ means any one of them.

“Expiry Date’’ means the Initial Expiry Date or such later date as is set out in a notice of extension of the Offeror
issued at any time and from time to time after the public announcement of the CAT Share Exchange Ratio
extending the period during which Drug Royalty Shares may be deposited to the Offer, provided that, if such day
is not a business day, then the Expiry Date shall be the next business day.

“Expiry Time’’ means 9:00 p.m. (EST) on the Expiry Date.

“‘Fairness Opinion’> means the fairness opinion from HSBC addressed to the Board of Directors dated January 16,
2002.

““‘Governmental Entity’’ means (a) any multinational, federal, provincial, state, regional, municipal, local or other
government, governmental or public department, central bank, court, tribunal, arbitral body, commission, board,
bureau or agency, domestic or foreign; (b) any subdivision, agent, commission, board, or authority of any of the
foregoing; (c) any self-regulatory authority, or any of the Exchanges; (d) the UKLA; or (e) any quasi-
governmental or private body exercising any regulatory, expropriation or taxing authority under or for the account
of any of the foregoing.

“HSBC’’ means HSBC Securities (Canada) Inc., the financial advisor to Drug Royalty.

““Initial Expiry Date’’ means March 12, 2002 or such later date as is set out in a notice of extension of the Offeror
issued at any time and from time to time before the public announcement of the CAT Share Exchange Ratio,
extending the period during which Drug Royalty Shares may be deposited to the Offer; provided that, if such day
is not a business day, then the Initial Expiry Date shall be the next business day.

““Laws’’ means all laws, by-laws, statutes, rules, regulations, principles of law, orders, ordinances, judgments, decrees
or other requirements and the terms and conditions of any grant of approval, permission, authority or license of
any Governmental Entity and the term ‘‘applicable’’ with respect to such laws and in a context that refers to one
or more Parties, means such laws as are applicable to such Party or its business, undertaking, property or securities
and emanate from a Person having jurisdiction over the Party or Parties or its or their business, undertaking,
property or securities.

““Letter of Transmittal’’ means the letter of acceptance and transmittal in the form accompanying the Offer and the
CAT Circular (printed on blue paper).

“Lock-Up Agreement’’ means the agreement dated January 16, 2002 between CAT and the Locked Up Shareholders
pursuant to which the Locked Up Shareholders have agreed to deposit the Locked Up Shares to the Offer and not
withdraw them, except in limited circumstances, as described under ‘‘Lock-Up Agreement’’.

“‘Locked Up Shareholders’’ means, collectively, MDS Capital Corp., Canadian Medical Discoveries Fund Inc. and
The Health Care and Biotechnology Venture Fund.

“Locked Up Shares’’ means the 13,045,864 Drug Royalty Shares, representing approximately 30% of the Drug
Royalty Shares (or, if certain elections are made by Option holders and certain amendments to the Stock Option
Plan are approved by the TSE, 12,929,864 Drug Royalty Shares representing approximately 31% of the Drug
Royalty Shares), that are subject to the Lock-Up Agreement.

“‘LSE’’ means London Stock Exchange plc.

“Maximum Share Condition’’ means that, in the event that the CAT Share Exchange Ratio is greater than 0.087, the
Offeror shall not have publicly announced concurrently with the announcement of the CAT Share Exchange Ratio
that it has elected not to pay the Additional Top Up Amount.

“Mininuan Tender Condition®’ means that there shall have been validly deposited under the Offer and not withdrawn
at the Expiry Time that number of Drug Royalty Shares which constitutes at least 66%:% of the Drug Royalty
Shares outstanding (on a fully diluted basis) at the Expiry Time. »

‘‘Nasdaq’’ means the National Market of The Nasdaq Stock Market, Inc.

““Notice of Guaranteed Delivery’’ means the notice of guaranteed delivery in the form accompanying the Offer and the
CAT Circular (printed on yellow paper).

“Offer’” means the Offeror’s offer to purchase the Drug Royalty Shares made hereby, the terms and conditions of
which are set forth in the Offer to Purchase, the Letter of Transmittal and the Notice of Guaranteed Delivery.
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““Offer and CAT Circular’’ means the Offer to Purchase, the CAT Circular and the annexes thereto, collectively.
““Offer to Purchase’ means the offer to purchase Drug Royalty Shares forming part of the Offer and CAT Circular.

““Offered Consideration’” means the consideration to be paid by the Offeror for the Purchased Securities including the
Top Up Amount, if any, and the Additional Top Up Amount, if applicable.

“Offeror’’ means 3982904 Canada Inc., a wholly-owned subsidiary of CAT incorporated under the CBCA.
“Official List’’ means the official list of the UKLA.

““‘Option’’ means an option to purchase Drug Royalty Shares granted under the Stock Option Plan.
“‘Parties” means the Company, CAT and the Offeror; and ‘‘Party’’ means any one of them.

“Person’’ includes an individual, partnership, association, body corporate, joint venture, business organization, trustee,
executor, administrator, legal representative, government (including any Governmental Entity) or any other entity,
whether or not having legal status.

““Purchased Security’’ means a Drug Royalty Share taken up and paid for by the Offeror under the Offer.

“Royalty Agreement’’ means the royalty agreement among Drug Royalty and CAT Limited made as of March 31,
1994 and varied by agreement dated January 23, 1997.

“Royalty Agreement Amending Deed’’ means the royalty agreement amending deed dated January 16, 2002 between
CAT, CAT Limited and Drug Royalty amending the Royalty Agreement, as described under ‘‘Royalty Agreement
Amending Deed’’.

““Shareholder’’ means a holder of Drug Royalty Shares.

“Special Committee’’ means the special committee of the Board of Directors consisting of David A. Williams and
Robert S. Pickholtz formed for the purposes of, among other things, considering the Offer and making
recommendations to the Board of Directors in light thereof.

“‘Stock Option Plan’’ means the amended and restated stock option plan for directors, officers and employees of the
Company.

“‘Subsidiary’’ means, with respect to a specified body corporate, any body corporate of which more than 50% of the
outstanding shares ordinarily entitled to elect a majority of the board of directors thereof (whether or not shares of
any other class or classes shall or might be entitled to vote upon the happening of any event or contingency) are at
the time owned directly or indirectly by such specified body corporate and shall include any body corporate,
partnership, joint venture or other entity over which such specified body corporate exercises direction or contro! or
which is in a like relation to a subsidiary.

“‘Superior Proposal’’ means a bona fide written Acquisition Proposal which the Board of Directors has determined in
good faith (after consultation with its financial advisors and after determining, with the advice of outside counsel,
that the Board of Directors is required to do so in order to discharge properly its fiduciary duties) is likely to, if
consummated in accordance with its terms, result in a transaction which is more favourable to Shareholders than
the Offer.

‘‘Support Agreement’’ means the support agreement dated Januvary 16, 2002, as amended, between CAT, the Offeror
and Drug Royalty, as described under ‘‘Support Agreement”’.

“Tax Act’’ means the Income Tax Act (Canada), as amended.

“Top Up Amount’ means that portion of the Offered Consideration that is attributable to the amount by which the
CAT Share Exchange Ratio is greater than 0.076 but less than or equal to 0.087.

““TSE’’ means The Toronto Stock Exchange.

““UKLA’’ means the United Kingdom Listing Authority (the Financial Services Authority acting in its capacity as the
competent authority for the purposes of Part 1V of the Financial Services and Markets Act 2000 of the United
Kingdom (or any successor act) and in exercise of its functions in respect of the admission of securities to the
Official List otherwise than in accordance with Part IV of the Financial Services and Markets Act 2000) of the
United Kingdom.
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DRUG ROYALTY CORPORATION INC.

DIRECTORS’ CIRCULAR

This Directors’ Circular is issued by the Board of Directors in connection with the Offer by the Offeror to
purchase all of the issued and outstanding Drug Royalty Shares, including all Drug Royalty Shares that may become
outstanding on the exercise of Options, at a price of $3.00 for each Drug Royalty Share payable in CAT Shares (or at
the option of each Shareholder, CAT ADSs) and cash, in certain circumstances, determined in accordance with the
Offer, upon the terms and subject to the conditions set forth in the CAT Circular. Reference is made to the CAT
Circular for details of the terms and conditions of the Offer.

The Expiry Time of the Offer is 9:00 p.m. (Toronto time) on March 12, 2002, unless withdrawn, extended or
varied.

The Offer is being made pursuant to the terms of the Support Agreement, the key terms of which are summarized
below under ‘‘Support Agreement’’.

All dollar references in this Directors’ Circular are expressed in Canadian dollars, except where otherwise
indicated.

RECOMMENDATION OF THE BOARD OF DIRECTORS

After carefully considering the terms of the Support Agreement, the terms of the Offer to be made pursuant
thereto, the Fairness Opinion (a complete copy of which is attached as Schedule A to this Directors’ Circular), the
recommendation of the Special Committee relating to the Offer, the advice of its financial and legal advisors and
various additional matters, the Board of Directors has determined that it is in the best interests of Drug Royalty for the
Offer to be made and for the Board of Directors to support it on the terms of the Support Agreement and recommends
that Shareholders accept the Offer and deposit their Drug Royalty Shares to the Offer. See ‘‘Reasons for
Recommendation®’.

DIRECTORS’ RECOMMENDATION

The Board of Directors recommends that Shareholders ACCEPT the Offer and DEPOSIT
their Drug Royalty Shares to the Offer.

Shareholders who are in doubt as to how to respond should consult with their own investment dealer,
stockbroker, bank manager, lawyer or other professional advisor.

REASONS FOR RECOMMENDATION

The Board of Directors has carefully considered the Offer and received the benefit of advice from the Special
Committee and financial and legal advisors. In reaching its decision to approve the Support Agreement and to
recommend acceptance of the Offzr, the Special Committee and the Board of Directors considered a number of factors,
including the following:

(a) the terms of the Offer and the fact that the Offer price values Drug Royalty at $3.00 per share or
$126.2 million on a fully-diluted basis, representing a 20% premium to Drug Royalty’s 60-day volume
weighted average trading price on the TSE prior to the announcement of the Offer;

(v) the Board of Directors, acting in accordance with its fiduciary duties, is able to withdraw or change its
recommendation and the fact that under the Support Agreement the Board of Directors has the ability to
respond to and support an unsolicited proposal that is more favourable to the Shareholders than the Offer;

(c) the fact that Canadian Medical Discoveries Fund Inc. and MDS Capital Corp., two of the largest
shareholders of Drug Royalty, and The Health Care and Biotechnology Venture Fund, which collectively
own or exercise contro!l or direction over, to Drug Royalty’s knowledge, 13,045,864 Drug Royalty Shares,
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representing approximately 30% of Drug Royalty Shares (or, if certain elections are made by Option holders
and certain amendments to the Stock Option Plan are approved by the TSE, 12,929,864 Drug Royalty
Shares representing approximately 31% of the Drug Royalty Shares), have agreed to deposit their Drug
Royalty Shares to the Offer;

(d) the financial advice from HSBC as to certain financial matters relating to certain terms of the transaction and
the Fairness Opinion of HSBC referred to in the ‘‘Fairness Opinion’’ section of the Directors’ Circular and
attached hereto as Schedule A;

(¢) the fact that there is no break fee payable by Drug Royalty to the Offeror if the Board of Directors supports
a proposal that is more favourable to the Shareholders than the Offer, although CAT may elect in certain
circumstances upon a change of control of Drug Royalty to terminate the Royalty Agreement upon payment
to Drug Royalty of $14 million as described under ‘‘Royalty Agreement Amending Deed’’;

(f)  historical market prices, trading patterns and other trading information with respect to the Drug Royalty
Shares; and

(g) the Company’s competitive environment, the specialized nature of its business, cost of capital, deal flow and
future ability to increase the trading price of the Drug Royalty Shares through continued investments.

The Board of Directors also considered the recommendation of the Special Committee relating to the Offer. The
foregoing discussion of the factors considered by the Special Committee and the Board of Directors is not intended to
be exhaustive. In view of the wide variety of factors considered in connection with its evaluation of the Offer, the
Board of Directors did not find it practicable to, and did not, quantify or otherwise attempt to assign relative weight to
specific factors in reaching its determinations. In addition, individual members of the Board of Directors may have
given different weight to different factors.

FAIRNESS OPINION

The Board of Directors has received the Fairness Opinion from HSBC stating that the consideration to be received
by Shareholders, as of such date, was fair, from a financial point of view, to Shareholders. The Fairness Opinion does
not constitute a recommendation as to whether or not any Shareholder should deposit their Drug Royalty Shares to the
Offer.

The full text of the Fairness Opinion, which sets forth assumptions made, matters considered and qualifications
and limitations on the review undertaken in connection with the Fairness Opinion, is attached as Schedule A.
Shareholders are urged to read the Fairness Opinion in its entirety.

BACKGROUND TO THE OFFER

Drug Royalty has an established portfolio of royalty and royalty-related interests in marketed pharmaceutical
products, which generate strong cash flow. The Company’s portfolio includes interests in a variety of leading
pharmaceutical drugs such as Amgen's Neupogen®, Bristol-Myers Squibb’s Taxol® and Johnson & Johnson’s
Remicade®. Drug Royalty also has interests in Schering-Plough’s Clarinex® and Celgene’s Thalomid®.

CAT Limited and Drug Royalty entered into the Royalty Agreement pursuant to which Drug Royalty receives a
royalty on CAT’s worldwide revenues. In the spring of 1998, John Aston, the Finance Director of CAT, informed Jim
Webster, the President of Drug Royalty, that CAT would be interested in the repurchase of Drug Royalty’s royalty
interest in CAT. Discussions of the repurchase continued between the companies off and on over the ensuing 3.5 years.
However, the parties were unable to agree on a price and other terms.

The Board of Directors and management of the Company have been concerned that the historical share price of
the Drug Royalty Shares has undervalued the Company. Over the last S years, the trading price of Drug Royalty Shares
has generally been in the range of $1.75 to $2.25. The trading price of the Drug Royalty Shares began moving above
this price range only in the last 6 months. As a result of this concern, the Board of Directors and management of the
Company have been actively exploring alternative strategies for unlocking shareholder value since the summer of 2001
and resumed discussions with CAT at that time, informing CAT that it would consider a sale of Drug Royalty.

On November 8, 2001, as a result of interest received by the Company from CAT and one other party relating to a
proposed acquisition of Drug Royalty by such parties, the Board of Directors established a Special Committee. The
Special Committee consists of two independent directors, namely David A. Williams, as Chairman of the Special

2




Committee, and Robert S. Pickholtz. The Special Committee was established to assist the Board of Directors in
evaluating any offers or proposals which might be made to the Company. On November 8, 2001, the Company
engaged HSBC to provide financial advisory services including assessing the fairness of any offers which the Company
might receive. Over the following six weeks, HSBC and management were in contact with a number of third parties
with respect to a potential transaction and the Company received a non-binding offer to purchase the Company from
CAT and another party. The proposal from the other third party was not as attractive as CAT’s initial proposal and was,
in any event, following further discussions, withdrawn.

Subsequent to entering into the Confidentiality Agreement with CAT, CAT made a proposal to acquire all of the
Drug Royalty Shares. Negotiations between the Company and CAT and their respective financial advisors ensued.
Management of Drug Royalty viewed CAT as an attractive bidder because of the quality of CAT’s technology
portfolio, the Company’s knowledge and experience with CAT’s management and the liquidity of CAT’s shares.
Between November 8, 2001 and December 21, 2001, management and HSBC, under the supervision of the Special
Committee, engaged in negotiations with CAT to increase the price and to improve other terms of its initial proposal
and explore other alternatives to such proposal. Such negotiations resulted in CAT increasing the Offered
Consideration from that initially offered by CAT.

The Confidentiality Agreement was amended to provide CAT with the exclusive opportunity to deal with the
Company on a change of control transaction until January 17, 2002, subject to the fiduciary duty of the Board of
Directors to entertain Superior Proposals. On December 21, 2001, the financial advisors of each of Drug Royalty and
CAT exchanged due diligence requests. From that date onwards certain confidential information with respect to the
Company and CAT was made available to the other and its professional advisors for review. The Company’s legal
advisor, Fasken Martineau DuMoulin LLP, and HSBC then conducted negotiations with CAT’s legal and financial
advisors to finalize the definitive terms of the Offer, the Support Agreement and the Royalty Agreement Amending
Deed.

On January 16, 2002, the Special Committee met to consider the terms of the Offer, the Support Agreement and
the Royalty Agreement Amending Deed with management, the Company’s financial advisors, legal counsel to the
Special Committee and the Company’s legal advisors. At that meeting, the Special Committee reviewed in detail the
terms of the Offer, the Support Agreement and the Royalty Agreement Amending Deed, the due diligence conducted
and the financial analysis of the consideration payable under the Offer. The Special Committee recommended to the
Board of Directors that the Company enter into the Support Agreement and the Royalty Agreement Amending Deed,
conditional upon MDS Capital Corp., Canadian Medical Discoveries Fund Inc. and The Health Care and
Biotechnology Venture Fund entering into a lockup agreement with CAT. At the meeting of the Special Committee,
HSBC provided the Fairness Opinion that, subject to the matters set forth in the opinion, the consideration to be
received by the Shareholders under the Offer was fair from a financial point of view to the Shareholders. The Board of
Directors then held a meeting and determined, based on the recommendation of the Special Committee and the Fairness
Opinion of HSBC that the Offer was in the best interests of the Company and the Shareholders. After a full discussion
of the terms of the Offer, the Support Agreement and the Royalty Agreement Amending Deed, the Board of Directors
resolved to approve the Offer, the Support Agreement and the Royalty Agreement Amending Deed and recommend
that Shareholders accept the Offer. During the meeting of the Board of Directors, Gregory D. Gubitz, Senior Vice-
President of MDS Capital Corp., declared his interest with respect to MDS Capital Corp., Canadian Medical
Discoveries Fund Inc. and The Health Care and Biotechnology Venture Fund, and refrained from voting. Dr. Calvin
R. Stiller was absent and did not participate in the meeting of the Board of Directors.

The Support Agreement, Lock-Up Agreement and Royalty Agreement Amending Deed were executed and
delivered following the meeting of the Board of Directors on January 16, 2002 and the transaction was publicly
announced jointly by the Company and CAT on the moming of January 17, 2002.

SUPPORT AGREEMENT

Drug Royalty, CAT and the Offeror have entered into the Support Agreement. Pursuant to the Support Agreement
and subject to the conditions set forth therein, CAT has agreed to make the Offer through the Offeror. Drug Royalty has
represented to CAT that: (i) the Board of Directors, based on the recommendation of the Special Committee and upon
consultation with and the receipt of advice from its financial and legal advisors, has determined that the Offer is in the
best interests of Drug Royalty; (ii) the Board of Directors has resolved to recommend to the Shareholders that they
accept the Offer; and (iii) after reasonable inquiry, the Board of Directors believes that all of the directors and senior

3

13




officers of Drug Royalty intend to tender their Drug Royalty Shares, including Drug Royalty Shares issuable upon the
exercise of all Options held by them, to the Offer.

Covenants of Drug Royalty

In the Support Agreement, Drug Royalty has covenanted, among other things, that:

(a)

(b)

(c)

(d)

(e)

0

until the earliest of the Offeror having taken up and paid for Drug Royalty Shares under the Offer, the
appointment or election to the Board of Directors of persons designated by the Offeror who represent a
majority of the directors of Drug Royalty or the termination of the Support Agreement, Drug Royalty shall,
and shall cause its Subsidiaries to, conduct its and their respective businesses only in, not take any action
except in, and maintain their respective facilities in, the ordinary course of business consistent with past
practice and Drug Royalty shall use all reasonable commercial efforts, and cause each of its Subsidiaries to
use its reasonable commercial efforts, to preserve intact their respective business organizations and
goodwill, to keep available the services of its and their officers and employees as a group and to maintain
satisfactory relationships with suppliers, distributors, customers and others having business relationships
with them;

Drug Royalty and its Subsidiaries shall not, directly or indirectly, through any officer, director, employee,
advisor, representative, agent or otherwise, solicit, initiate or encourage inquiries, submissions, proposals or
offers from any third party (including any of its officers or employees) relating to any Acquisition Proposal
or participate in any discussions or negotiations regarding, or furnish any information with respect to, or
otherwise co-operate in any way with, or assist or participate in, facilitate or encourage any effort or attempt
by any other third party to do or seek to do any of the foregoing; however, nothing in the Support
Agreement shall prevent the Board of Directors or Drug Royalty, in respect of a Superior Proposal, from
considering, participating in any discussions, releasing a third party from any standstill agreement,
negotiating, approving, co-operating in any way with (including, subject to the provisions of the Support
Agreement described in paragraph (e) below, furnishing information), assisting or facilitating any such
Superior Proposal or recommending to the Shareholders or, subject to compliance with the provisions of the
Support Agreement described in paragraph (f) below, entering into an agreement, understanding or
arrangement in respect of a Superior Proposal;

it shall immediately cease and cause to be terminated any existing discussions or negotiations with any party
(other than CAT) with respect to any Acquisition Proposal and request the return or destruction of all
confidential information provided in connection therewith and it shall not release any third party from any
confidentiality or standstill agreement except as described in paragraph (b) above;

it shall promptly notify CAT of any bona fide Acquisition Proposal or any inquiry that could lead to an
Acquisition Proposal or any amendments to the foregoing or any request for non-public information related
to Drug Royalty or its Subsidiaries in connection with such an Acquisition Proposal or for access to the
properties, books or records of Drug Royalty or any Subsidiary by any third party that informs Drug
Royalty, any member of the Board of Directors or such Subsidiary that it is considering making, or has
made, an Acquisition Proposal;

if the Board of Directors receives a request for material non-public information from a Person who proposes
to Drug Royalty a bona fide written Acquisition Proposal and the Board of Directors determines, in
accordance with the Support Agreement, that such Acquisition Proposal is likely to, if consummated in
accordance with its terms, result in a Superior Proposal, then (and only in such case) the Board of Directors
may, subject to the execution by such Person of a confidentiality and standstill agreement which is
customary in such situations and which, in any event and taken as a whole, is no less favourable to Drug
Royalty than the Confidentiality Agreement, provide such party with access to such information provided
that Drug Royalty sends a copy of any such confidentiality and standstill agreement to CAT promptly upon
its execution and CAT is provided with a list of or copies of the information provided to such Person and
immediately provided with access to similar information to which such Person was provided;

it shall not enter into any agreement (a ‘‘Proposed Agreement™’), other than a confidentiality and standstill
agreement described in paragraph (e) above, with any Person providing for or to facilitate any Acquisition
Proposal unless the Board of Directors determines that such Acquisition Proposal is likely to, if
consummated in accordance with its terms, constitute a Superior Proposal and then will not do so without
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providing CAT with an opportunity to amend the Support Agreement and the Offer to provide for at least
equivalent financial terms to those included in such Proposed Agreement as determined by the Board of
Directors, acting in good faith and in accordance with its fiduciary duties. In particular, Drug Royalty has
agreed to provide to CAT a copy of any Proposed Agreement relating to such Superior Proposal not less
than three business days prior to the proposed execution of the Proposed Agreement by Drug Royalty. The
Board of Directors will review any Offer provided to Drug Royalty within three business days of delivery of
the Proposed Agreement, and Drug Royalty will amend the Support Agreement if the Board of Directors
determines, acting in good faith and in accordance with its fiduciary duties, that the amended Offer is at
least as favourable to Shareholders as the Acquisition Proposal provided in the Proposed Agreement;

(g) subject to the receipt of all appropriate regulatory approvals, Drug Royalty will make such amendments to
the Stock Option Plan and take all such other steps as may be necessary or desirable: (i) to allow all persons
holding Options pursuant to the Stock Option Plan who may do so under applicable Laws to exercise their
Options on an accelerated vesting basis solely for the purpose of tendering under the Offer all Drug Royalty
Shares issued in connection with such exercise, conditional upon the Offeror agreeing to take up such Drug
Royalty Shares; and (ii) to allow all persons holding Options pursuant to the Stock Option Plan who may do
so under applicable Laws to exercise their Options in a manner where the holder shall receive a number of
Drug Royalty Shares equal to the number of Drug Royalty Shares subject to such Option multiplied by a
fraction, of which the numerator is the amount by which the fair market value of a Drug Royalty Share
exceeds the exercise price per Drug Royalty Share under such Option and the denominator is the fair market
value of a Drug Royalty Share, in consideration for the cancellation of the entitlement to receive the
remainder of the Drug Royalty Shares subject to such Option; and

(h) promptly upon the take-up and payment by the Offeror pursuant to the Offer of more than 50.1% of the
outstanding Drug Royalty Shares on a fully-diluted basis and from time to time thereafter, CAT shall be
entitled to designate the directors of the Board of Directors and any committees thereof and Drug Royalty
shall not frustrate CAT’s attempts to do so and Drug Royalty shall co-operate with CAT, subject to
applicable Laws, to obtain the resignation of any then incumbent directors effective on the date specified by
CAT and to facilitate CAT’s designees to be elected or appointed to the Board of Directors (including,
without limitation, at the request of CAT, by using all commercially reasonable efforts to secure the
resignations of the incumbent directors to enable CAT’s designees to be elected or appointed to the Board of
Directors).

In the Support Agreement, Drug Royalty also made certain customary representations, warranties, covenants and
agreements with respect to, among other things: conducting the business of Drug Royalty; refraining from corporate
reorganizations, the issuance of securities and the entering into of certain agreements; the capitalization of Drug
Royalty; corporate authority and execution; compliance with laws and licenses; regulatory filings; accuracy of financial
statements of Drug Royalty; interest in properties; material agreements; employment matters; intellectual property
rights; royalty contracts; compliance with Laws; absence of certain changes in the conduct of Drug Royalty’s business;
litigation; taxes; books and records; insurance; pension and employment benefits; and environmental matters.

Covenants of CAT and the Offeror

The Offeror has agreed that, without the prior written consent of Drug Royalty, it will not: (i) increase the
Minimum Tender Condition (provided that, the Offeror may, in its sole discretion waive the Minimum Tender
Condition only if not less than 50.01% of the outstanding Drug Royalty Shares (on a fully diluted basis) are deposited
under the Offer); (ii) decrease the Offered Consideration {except in circumstances where, after January 16, 2002, Drug
Royalty has declared, set aside or paid any dividend or distribution (whether in cash, stock, property or otherwise) with
respect to the Drug Royalty Shares); (iii) change the form of the Offered Consideration (other than to add additional
consideration); (iv) impose additional conditions to the Offer; or (v) otherwise vary the Offer (or any terms or
conditions thereof) in a manner which is adverse to the Shareholders. CAT has agreed to provide Drug Royalty with
prompt written notice of any change in the business, operations, assets, condition, prospects, licences, permits, rights,
privileges, or liabilities of CAT or any of its Subsidiaries, taken as a whole, which when considered either individually
or in the aggregate, would have a CAT Material Adverse Effect.

CAT also made certain customary representations, warranties, covenants and agreements with respect to, among
other things: corporate authority and execution; compliance with Laws; the capitalization of CAT; securities regulatory
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filings; accuracy of financial statements of CAT; litigation; absence of certain changes in the conduct of CAT’s
business; funding of the Offer; the free tradeability of the CAT Shares and CAT ADSs to be issued pursuant to the
Offer; interest in property; and intellectual property rights.

Termination by Mutual Agreement or by Either CAT or Drug Royalty

The Support Agreement may be terminated at any time by mutual consent of CAT and Drug Royalty. The Support
Agreement may also be terminated by CAT or Drug Royalty if:

(i)  the Offeror has not taken up and paid for at least 50.01% of the outstanding Drug Royalty Shares (on a fully
diluted basis) under the Offer within 90 days after the Offer is commenced, otherwise than as a result of the
breach by such Party of any material covenant or obligation under the Support Agreement or as a result of
any representation or warranty of such Party in the Support Agreement being untrue or incorrect in any
material respect; provided, however, that if the Offeror’s take-up and payment for Drug Royalty Shares
deposited under the Offer is delayed by (a) an injunction or order made by a court or regulatory authority of
competent jurisdiction, or (b) the Offeror not having obtained any regulatory waiver, consent or approval
which is necessary to permit the Offeror to take up and pay for Drug Royalty Shares deposited under the
Offer, then, provided that such injunction or order is being contested or appealed or such regulatory waiver,
consent or approval is being actively sought, as applicable, the Support Agreement shall not be terminated
by Drug Royalty pursuant to this provision of the Support Agreement until the earlier of (a) the date which
is 120 days after the Offer is commenced, and (b) the fifth business day following the date on which such
injunction or order ceases to be in effect or such waiver, consent or approval is obtained, as applicable; or

(i) CAT has been notified in writing by Drug Royalty of a Proposed Agreement in accordance with the
provisions of the Support Agreement and (a) CAT does not deliver an amended Offer within three business
days of delivery of the Proposed Agreement to CAT, or (b) the Board of Directors determines, acting in
good faith and in the proper discharge of its fiduciary duties, that the Acquisition Proposal provided in the
Proposed Agreement continues to be a Superior Proposal in comparison to CAT’s amended Offer.

Termination by CAT

The Support Agreement may be terminated by CAT if: (i) any condition of the Offer is not satisfied or waived by
the Expiry Date; (ii) Drug Royalty is in breach of any of its representations or warranties or in default of any material
covenant or obligation under the Support Agreement and such breach or default has had or is reasonably likely to have
a Company Material Adverse Effect, or would prevent or materially delay consummation of the transactions
contemplated by the Support Agreement; (iii) the Board of Directors withdraws, modifies or changes its
recommendation in favour of the Offer; (iv) the Board of Directors approves or recommends acceptance of an
Acquisition Proposal; or (v) the Board of Directors does not reaffirm its recommendation in favour of the Offer to the
Shareholders in a press release or directors’ circular within 10 days after the public announcement or commencement
of an Acquisition Proposal.

Termination by Drug Royalty

The Support Agreement may be terminated by Drug Royalty if either CAT or the Offeror is in breach of any of its
representations or warranties or in default of any material covenant or obligation under the Support Agreement and
such breach or default has had or is reasonably likely to have a CAT Material Adverse Effect, or would prevent or
materially delay consummation of the transactions contemplated by the Support Agreement.

Automatic Termination

The Support Agreement will automatically terminate if the Maximum Share Condition is not satisfied.

ROYALTY AGREEMENT AMENDING DEED

On January 17, 2002, Drug Royalty, CAT and CAT Limited entered into the Royalty Agreement Amending Deed.
The following is a summary of the material terms relating to the Royalty Agreement Amending Deed.

In 1994, CAT Limited entered into the Royalty Agreement with Drug Royalty pursuant to which Drug Royalty
purchased, for £1.5 million, rights to a percentage of the revenues of CAT from contracts and products and, in the case
of contracts or commercial transactions concerning products where a corporate partner subscribes for share capital or
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filings; accuracy of financial statements of CAT; litigation; absence of certain changes in the conduct of CAT’s
business; funding of the Offer; the free tradeability of the CAT Shares and CAT ADSs to be issued pursuant to the
Offer; interest in property; and intellectual property rights.

Termination by Mutual Agreement or by Either CAT or Drug Royalty

The Support Agreement may be terminated at any time by mutual consent of CAT and Drug Royalty. The Support
Agreement may also be terminated by CAT or Drug Royalty if:

(i)  the Offeror has not taken up and paid for at least 50.01% of the outstanding Drug Royalty Shares (on a fully
diluted basis) under the Offer within 90 days after the Offer is commenced, otherwise than as a result of the
breach by such Party of any material covenant or obligation under the Support Agreement or as a result of
any representation or warranty of such Party in the Support Agreement being untrue or incorrect in any
material respect; provided, however, that if the Offeror’s take-up and payment for Drug Royalty Shares
deposited under the Offer is delayed by (a) an injunction or order made by a court or regulatory authority of
competent jurisdiction, or (b) the Offeror not having obtained any regulatory waiver, consent or approval
which is necessary to permit the Offeror to take up and pay for Drug Royalty Shares deposited under the
Offer, then, provided that such injunction or order is being contested or appealed or such regulatory waiver,
consent or approval is being actively sought, as applicable, the Support Agreement shall not be terminated
by Drug Royalty pursuant to this provision of the Support Agreement until the earlier of (a) the date which
is 120 days after the Offer is commenced, and (b) the fifth business day following the date on which such
injunction or order ceases to be in effect or such waiver, consent or approval is obtained, as applicable; or

(i) CAT has been notified in writing by Drug Royalty of a Proposed Agreement in accordance with the
provisions of the Support Agreement and (a) CAT does not deliver an amended Offer within three business
days of delivery of the Proposed Agreement to CAT, or (b) the Board of Directors determines, acting in
good faith and in the proper discharge of its fiduciary duties, that the Acquisition Proposal provided in the
Proposed Agreement continues to be a Superior Proposal in comparison to CAT’s amended Offer.

Termination by CAT

The Support Agreement may be terminated by CAT if: (i) any condition of the Offer is not satisfied or waived by
the Expiry Date; (ii) Drug Royalty is in breach of any of its representations or warranties or in default of any material
covenant or obligation under the Support Agreement and such breach or default has had or is reasonably likely to have
a Company Material Adverse Effect, or would prevent or materially delay consummation of the transactions
contemplated by the Support Agreement; (iii) the Board of Directors withdraws, modifies or changes its
recommendation in favour of the Offer; (iv) the Board of Directors approves or recommends acceptance of an
Acquisition Proposal; or (v) the Board of Directors does not reaffirm its recommendation in favour of the Offer to the
Shareholders in a press release or directors” circular within 10 days after the public announcement or commencement
of an Acquisition Proposal.

Termination by Drug Royalty

The Support Agreement may be terminated by Drug Royalty if either CAT or the Offeror is in breach of any of its
representations or warranties or in default of any material covenant or obligation under the Support Agreement and
such breach or default has had or is reasonably likely to have a CAT Material Adverse Effect, or would prevent or
materially delay consummation of the transactions contemplated by the Support Agreement.

Automatic Termination

The Support Agreement will automatically terminate if the Maximum Share Condition is not satisfied.

ROYALTY AGREEMENT AMENDING DEED

On January 17, 2002, Drug Royalty, CAT and CAT Limited entered into the Royalty Agreement Amending Deed.
The following is a summary of the material terms relating to the Royalty Agreement Amending Deed.

In 1994, CAT Limited entered into the Royalty Agreement with Drug Royalty pursuant to which Drug Royalty
purchased, for £1.5 million, rights to a percentage of the revenues of CAT from contracts and products and, in the case
of contracts or commercial transactions concerning products where a corporate partner subscribes for share capital or
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instruments convertible into share capital of CAT (*‘equity’’), the value of that equity. For these purposes, however,
equity value cannot exceed 30% of the maximum monetary value of all consideration paid or payable to CAT under the
transaction. Drug Royalty’s rights, as described above, continue until Novemnber 13, 2009, although the percentage of
cash receivable to which Drug Royalty is entitled reduces over time. The royalty rate until September 30, 1999 was
4.5%. Until September 30, 2004, Drug Royalty is entitled to 3.5%, declining to 2.5% until November 13, 2009.

CAT, CAT Limited and Drug Royalty have entered into the Royalty Agreement Amending Deed pursuant to
which they have agreed to amend the Royalty Agreement to permit CAT to terminate the Royalty Agreement upon the
payment to Drug Royalty of $14 million in cash or CAT Shares or, at CAT’s election, a combination of both, at any
time upon or after a change of contro! of Drug Royalty. CAT is not permitted to terminate the Royalty Agreement if the
Offer is not completed at the Expiry Date because Drug Royalty has terminated the Support Agreement as a result of
either CAT or the Offeror being in breach of any of its representations or warranties or in default of a material covenant
or obligation under the Support Agreement (such breach or default having had or being reasonably likely to have a
CAT Material Adverse Effect or preventing or materially delaying consummation of the transactions contemplated by
the Support Agreement). CAT will not be entitled to terminate the Royalty Agreement if the Support Agreement is
automatically terminated because the Maximum Share Condition is not satisfied.

LOCK-UP AGREEMENT

The Locked Up Shareholders have entered into the Lock-Up Agreement with CAT. The following is a summary
of the principal terms of the Lock-Up Agreement.

Pursuant to the Lock-Up Agreement, and subject to the conditions therein, the Offeror has agreed to make the
Offer and each of the Locked Up Shareholders has agreed to tender under the Offer, and not withdraw except in the
circumstances described in the Lock-Up Agreement, all of the Locked Up Shares.

Covenants of the Locked Up Shareholders

Each of the Locked Up Shareholders agrees: (i) after the Offeror has made the Offer to deposit their Locked Up
Shares under the Offer as soon as reasonably practicable but in any event at least five business days prior to the Expiry
Time; and (ii) thereafter not to withdraw their Locked Up Shares, or permit their Locked Up Shares to be withdrawn,
from the Offer except in accordance with the terms of the Lock-Up Agreement. Each Locked Up Shareholder shall be
entitled to withdraw their Locked Up Shares if: (a) in certain circumstances, the Support Agreement is terminated by
Drug Royalty; (b) a take-over bid is made to purchase all the issued and outstanding shares of Drug Royalty for a
consideration per Drug Royalty Share of at least $3.20, provided that the Offeror has been given and has declined the
opportunity to amend the Offer to provide for additional consideration; (c) the Board of Directors withdraws, modifies
or changes its recommendation in favour of the Offer; or (d) the Offeror extends the Offer once the CAT Share
Exchange Ratio has been announced without first taking up the Locked Up Shares.

Each Locked Up Shareholder severally agrees that, during the period commencing on January 16, 2002, being the
date of the Lock-Up Agreement, and continuing until the earlier of (i) the termination of the Offer, and (ii) termination
of the Lock-Up Agreement, except to the extent permitted by the Lock-Up Agreement, (a) it will immediately cease
and cause to be terminated existing discussions, if any, with parties (other than CAT) with respect to any Acgquisition
Proposal and it will not, directly or indirectly, make, solicit, initiate, promote or encourage inquiries from or submission
of proposals or offers from any Person whatsoever (inclvding any of its officers or empleyees), other than CAT or its
affiliates, relating to any Acquisition Proposal, or otherwise assist or participate in, facilitate or encourage, any effort or
attempt by any Person other than CAT or its affiliates to do or seek to do any of the foregoing; provided, however, that
the foregoing shall not prevent an employee of a Locked Up Shareholder who is a member of the Board of Directors
from responding solely in his or her capacity as a member of the Board of Directors to any bona fide written
Acquisition Proposal under the Support Agreement; and (b) it will not sell, transfer or encumber in any way any
Locked Up Shares or relinquish or restrict such Locked Up Shareholder’s right to vote any Locked Up Shares or any
other securities of Drug Royalty, other than pursuant to the Offer.

Termination

The Lock-Up Agreement may be terminated at any time: (A) by mutual consent of CAT and the Locked Up
Shareholders, {B) by any party thereto if the Support Agreement is terminated, (C) by CAT if (i) any condition for
CAT’s benefit set out in the Support Agreement is not satisfied or waived; (ii) if any of the Locked Up Shareholders are
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in default of any material covenant or obligation; (iii) any condition of the Offer shall not be satisfied or waived at the
Expiry Time and the Offeror does not elect to waive such condition or extend the Offer, or (D) by a Locked Up
Shareholder with regard to the obligations of such Locked Up Shareholder if (i) any representation or warranty of the
Offeror or CAT shall have been untrue or incorrect in any material respect or if the Offeror or CAT fails to comply
with certain obligations in any material respect; (ii) if, subject to certain exceptions, Drug Royalty Shares have not been
taken up and paid for by the Offeror when required by applicable Law or within 90 days after the Offer has been
commenced; or (iii) if the CAT Shares or CAT ADSs, as the case may be, to be issued under the Offer are not freely
tradeable under applicable securities Laws in Canada and the United States or are subject to restrictions on subsequent
transfers under the laws of England and Wales; (iv) the condition regarding admission to the Official List of the CAT
Shares to be issued under the Offer set out in Section 2(d) of the Offer to Purchase has not been met; or (v) such
Locked Up Shareholder has determined that a CAT Material Adverse Effect has occurred. Upon termination of the
Lock-Up Agreement, the Locked Up Shareholders shall be entitled to withdraw any Locked Up Shares deposited
pursuant to the Offer.

SHARE CAPITAL OF DRUG ROYALTY

The authorized share capital of Drug Royalty consists of an unlimited number of Drug Royalty Shares and an
unlimited number of preferred shares issuable in one or more series. As of January 31, 2002, (i) 40,874,339.5 Drug
Royalty Shares (excluding Drug Royalty Shares issuable upon the exercise of outstanding Options and after giving
effect to the cancellation of 10,000 Drug Royalty Shares purchased by Drug Royalty pursuant to its normal course
issuer bid) were issued and outstanding and no preferred shares were issued and outstanding and (ii) Options to acquire
up to a maximum of 1,176,878 Drug Royalty Shares (assuming certain elections are made by Option holders and
subject to the approval of the TSE regarding certain amendments to the Stock Option Plan (see ‘‘Stock Option Plan’’))
were outstanding. Drug Royalty is in the process of cancelling these 10,000 Drug Royalty Shares and anticipates that
such Drug Royalty Shares will be cancelled prior to the Initial Expiry Date.

DIRECTORS OF DRUG ROYALTY AND OWNERSHIP OF SECURITIES OF DRUG ROYALTY
BY DIRECTORS AND SENIOR OFFICERS

The following table sets forth the names and positions of all directors and senior officers of Drug Royalty and the
number of securities of Drug Royalty beneficially owned or over which control or direction is exercised, by each such
director and officer and, to the knowledge of such directors and officers after reasonable inquiry, by their respective
associates.

Drug Royalty Shares and Options

Percentage of

Number of

Number of Outstanding Drug Royalty

Drug Royalty Drug Royalty Shares under
Name and Pasitions Held Shares )@ Shares® Option®
Dr. John D. Baldeschwieler...........cviiiiiiiiininnnnan.. 25,000 0.061163% 135,000
Director
Gregory D, GUDBItZ ..o\ttt Nijl® Nil® 50,000
Director
R. lan Lennox...... e e 200,000 0.4893045% 538,333
Director and Chairman of the Board
Robert S. Pickholtz ... . i i i e 10,000 0.0244652% 70,000
Director
SirBrian M. Richards ........ .. ... .. ... ... i i Nil Nil 50,000
Director
Dr. Calvin R, StUEr. ..\ttt e Nil® Nil® 150,000
Director
Dr. Mark Vincent . . ... . i i e 12,500 0.0305815% 162,500
Director
David A, WiIlHams . .. ..o i it it it e 200,000 0.4893045% 100,000

Director




Percentage of Number of

Number of Outstanding Drug Royalty

Drug Royalty Drug Royalty Shares under
Name and Positions Held Shares'® Shares® Option®™
James R. Webster........... e et e, 25,000 0.061163% 700,000
President and Director
Harry K. LOVeYS. .ot e iiie e 10,000 0.0244652% 500,000
Executive Vice-President
John McCUlloth v v ittt i e e e et e et et e e 2,500 0.0061163% 193,500
Vice-President, Technology
Petra Decher ... ... i e Nil Nil 80,000
Director, Finance and Secretary-Treasurer
Shermaine Tilley ......ooiiiiiriiiiii ittt Nil Nil 125,000

Director, Biotechnology/Pharmaceutical Research

(1) The information as to Drug Royalty Shares beneficially owned, or over which control or direction is exercised, has been fumnished by the
respective directors and senior officers.

(2) On an undiluted basis.

(3) See *'Stock Option Plan’’.

{4) Excludes Drug Royalty Shares bencficially owned by MDS Capital Corp. of which Gregory D. Gubitz is a Senior Vice President. To the best of
Drug Royalty’s knowledge, MDS Capital Corp. beneficially owns 6,188,157 Drug Royalty Shares. MDS Capital Corp. is the manager of The
Health Care Biotechnology Venture Fund which, to the best of Drug Royalty’s knowledge, beneficially owns 892,857 Drug Royalty Shares, and

MDS Capital Corp. provides management services to Canadian Medical Discoveries Fund Inc. See ‘‘Lock-Up Agreement’’ and ‘‘Principal
Sharcholders™”.

(5) Excludes Drug Royalty Shares beneficially owned by Canadian Medical Discoveries Fund Inc. of which Dr. Calvin R. Stiller is the Chairman
and Chief Executive Officer. To the best of Drug Royalty’s knowledge, Canadian Medical Discoveries Fund Inc. beneficially owns 5,764,850
Drug Royalty Shares. See ‘‘Lock-Up Agreement’” and ‘‘Principal Shareholders™.

STOCK OPTION PLAN

The Company has a Stock Option Plan that: (a) provides incentives to directors, officers and employees; (b) aligns
the interests of directors, officers and employees of the Company to maximize shareholder value; (c) encourages
directors, officers and employees of the Company to own securities of the Company; and (d) maintains a competitive
compensation plan for officers and employees of the Company.

The exercise price payable in respect of the Options granted pursuant to the Stock Option Plan is determined by
the Board of Directors, but may not be less than the minimum exercise price permitted from time to time by the TSE.
As at January 31, 2002, the Company had reserved for issuance in the aggregate, 3,164,309 Drug Royalty Shares in
respect of the exercise of Options issued pursuant to the Stock Option Plan. The aggregate number of Drug Royalty
Shares reserved for issuance to any one person may not exceed 5% of the Drug Royalty Shares outstanding from time
to time.

In February of 2001, the Board of Directors approved certain amendments to the Stock Option Plan that would
allow beneficiaries to request that upon the exercise of their vested Options the Company would pay to the beneficiary
the net cash value of such exercised Options in lieu of the beneficiary receiving Drug Royalty Shares.

In accordance with the Support Agreement, subject to the receipt of all appropriate regulatory approvals, the
Company has agreed to make amendments to the Stock Option Plan and take zll other steps as may be necessary or
desirable: (i) to allow all persons holding Options pursuant to the Stock Option Plan, who may do so under applicable
Laws, to exercise their Options on an accelerated vesting basis solely for the purpose of depositing under the Offer all
Drug Royalty Shares issued in connection with such exercise, conditional upon the Offeror agreeing to take up such
Drug Royalty Shares; and (ii) to allow all persons holding Options pursuant to the Stock Option Plan, who may do so
under applicable Laws, to exercise their Options in a manner where the holder shall receive a number of Drug Royalty
Shares equal to the number of Drug Royalty Shares subject to such Option multiplied by a fraction, of which the
numerator is the amount by which the fair market value of a Drug Royalty Share exceeds the exercise price per Drug
Royalty Share under such Option and the denominator is the fair market value of a Drug Royalty Share, in
consideration for the cancellation of the entitlement to receive the remainder of the Drug Royalty Shares subject to such
Option. ‘
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On January 16, 2002, the Board of Directors approved additional amendments to the Stock Option Plan that
included a “‘cashless’” exercise of Options that would provide beneficiaries with the right to require that the Company
issue Drug Royalty Shares to such beneficiary upon the exercise of vested Options without the beneficiary paying the
exercise price to the Company, since the number of Drug Royalty Shares to be issued to such beneficiary would be
reduced to take into account the exercise price owing to the Company. These changes to the Stock Option Plan have
been submitted to TSE for its approval and pre-clearance.

PRINCIPAL SHAREHOLDERS

No person or company is acting jointly or in concert with Drug Royalty. To the knowledge of the directors and
senior officers of Drug Royalty, based solely on information disclosed in reports filed with securities regulatory
authorities or as otherwise disclosed below, no person or company beneficially owns, or exercises control or direction
over, more than 10% of the securities of Drug Royalty other than as set forth below:

. Number of Percentage of Qutstanding
Name Drug Royalty Shares” Drug Royalty Shares'"
Canadian Medical Discoveries Fund Inc. ........... ..o ivet. 5,764,850 14.2%

MDS Capital Corp. « . oottt i e e e 6,188,157 15.2%

(1) On an undiluted basis.

OWNERSHIP OF SECURITIES OF THE OFFEROR OR CAT

None of Drug Royalty, the directors or senior officers of Drug Royalty or, to the knowledge of such directors and
officers, after reasonable inquiry, their respective associates, own or exercise control or direction over any securities of
the Offeror or CAT, other than the CAT Shares indicated below:

Nuame Number of CAT Shares

Shermaine Tilley . ... oo e 100

The directors and senior officers of Drug Royalty have no knowledge as to whether Canadian Medical Discoveries
Fund Inc. or MDS Capital Corp. owns, or exercises control or direction over, any securities of the Offeror or CAT.

INTENTION OF DIRECTORS AND SENIOR OFFICERS OF DRUG ROYALTY WITH RESPECT TO
THE OFFER

To the knowledge of Drug Royalty, as at January 31, 2002, the directors and senior officers of Drug Royalty own
in the aggregate 485,000 Drug Royalty Shares (excluding Drug Royalty Shares issuable upon the exercise of
outstanding Options) and hold Options to acquire an additional 1,088,277 Drug Royalty Shares (assuming certain
elections are made by such Option holders and subject to the approval of the TSE regarding certain amendments to the
Stock Option Plan (see *‘Stock Option Plan’’)).

The Board of Directors has been informed that each of the directors and senior officers of Drug Royalty intends to
exercise all Options to acquire Drug Royalty Shares and currently intends thereafter to deposit to the Offer all Drug
Royalty Shares owned by him or her.

TRADING IN SECURITIES OF DRUG ROYALTY

During the six months preceding the date hereof, none of the directors or senior officers of Drug Royalty or, to the
knowledge of such directors and officers, after reasonable inquiry, their respective associates, has traded any securities
of Drug Royalty, other than the Drug Royalty Shares indicated below:

Number of Price Per
Drug Royalty Drug Royalty
Name Nature of Trade Date of Trade Shares Traded Share
Harry K. Loveys .................... Sale of shares January 25, 2002 9,000 2.88
Sale of shares January 25, 2002 1,000 2.89

During the six months preceding the date hereof, Drug Royaity has not traded any of its securities except, for the
trades described under ‘‘Issuances of Securities of Drug Royalty’” and pursuant to its normal course issuer bid.
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The directors and senior officers of Drug Royalty have no knowledge of any trades during the six months
preceding the date hereof by any of the Locked Up Shareholders in securities of Drug Royalty.

No director or senior officer of Drug Royalty intends to purchase securities of Drug Royalty before the expiry of
the Offer (other than pursuant to the exercise of Options) nor knows of the existence of such an intention on the part of
any other person.

ISSUANCES OF SECURITIES OF DRUG ROYALTY

No Drug Royalty Shares (or securities convertible into Drug Royalty Shares) have been issued to the directors or
senior officers of Drug Royalty during the two years preceding the date hereof, other than as indicated below:

Issuances of Drug Royalty Shares

Number of Price Per
Drug Royalty Drug Royalty
Name Nature of Trade Date of Issue Shares Issued Share
%
Digby Barrios™ ... ... .. ... Exercise of Options December 12, 2001 39,000 1.20
Dr. Willem Wassenaar® . .... ... Exercise of Options January 11, 2002 85,000 1.00
January 11, 2002 8,333 1.70
January 14, 2002 25,000 2.07
January 14, 2002 50,000 1.87
James R. Webster ............. Exercise of Options February 15, 2001 5,500 1.30

(1) Mr. Barrios was not a director at the time he exercised his Options. In accordance with the Stock Option Plan, Mr. Barrios exercised Options to
acquire 86,000 Drug Royalty Shares and received the net cash value rather than Drug Royalty Shares.

(2) Dr. Wassenaar was not a director at the time he exercised his Options.

Grants of Options to Purchase Drug Royalty Shares

Number of
Drug Royalty
Shares under Exercise
Grantee Option" Date of Grant Price Expiry Date
¢

Dr. John D. Baldeschwieler ....... 25,000 December 6, 2000 1.70 October 3, 2010
Digby Barrios® ................. 25,000 December 6, 2000 1.70 February 15, 2002
Gregory D. Gubitz .............. 25,000 December 6, 2000 1.70 October 3, 2010
R.IanLennox .................. 25,000 December 6, 2000 1.70 October 3, 2010
Robert S. Pickholtz .............. 25,000 December 6, 2000 1.70 October 3, 2010
Sir Brian M. Richards............ 25,000 December 6, 2000 1.70 October 3, 2010
Dr. Calvin R. Stiller ............. 25,000 December 6, 2000 1.70 October 3, 2010
Dr. Mark Vincent ............... 25,000 December 6, 2000 1.70 October 3, 2010
Dr. Willem Wassenaar™.......... 25,000 December 6, 2000 1.70 April 30, 2002
David A. Williams .............. 25,000 December 6, 2000 1.70 October 3, 2010
Petra Decher . .................. 10,000 October 3, 2000 1.70 October 3, 2010

20,000 December 6, 2000 1.70 October 3, 2010

50,000 October 9, 2001 2.05 October 9, 2011
Harry K. Loveys ................ 75,000 December 6, 2000 1.70 October 3, 2010

92,500 October 9, 2001 2.05 October 9, 2011
John McCulloch ................ 50,000 December 6, 2000 1.70 October 3, 2010
Shermaine Tilley ................ 75,000 July 6, 2000 2.00 July 6, 2010

50,000 December 6, 2000 1.70 October 3, 2010
James R. Webster ............... 125,000 December 6, 2000 1.70 October 3, 2010

189,500 October 9, 2001 2.05 October 9, 2011

(1) Granted pursuant to the Stock Option Plan described under “‘Stock Option Plan’’,
(2) Mr. Barrios does not have any outstanding Options, as all of his Options have been cancelled or have been exercised prior to the date hereof.
(3) Dr. Wassenaar does not have any outstanding Options, as all of his Options have been cancelled or have been exercised prior to the date hereof.
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RELATIONSHIP BETWEEN CAT AND THE OFFEROR AND DIRECTORS, SENIOR OFFICERS
AND PRINCIPAL SHAREHOLDERS OF DRUG ROYALTY

No contracts, arrangements or agreements (including any contracts, arrangements or agreements as to any
payments or other benefits to be made or given by way of compensation for loss of office or as to the directors or senior
officers of Drug Royalty remaining or retiring from office if the Offer is successful) have been made or proposed to be
made between CAT or the Offeror and any of the directors or senior officers of Drug Royalty. None of the directors or
senior officers of Drug Royalty are also directors or senior officers of CAT or the Offeror or any subsidiary of CAT or
the Offeror. None of the directors or senior officers of Drug Royalty and, to the knowledge of the directors and senior
officers of Drug Royalty after reasonably inquiry, none of their respective associates, has any interest in any material
contract to which CAT or the Offeror is a party.

The Offeror and CAT have entered into the Lock-Up Agreement with the Locked Up Shareholders pursuant to
which such Shareholders have agreed to tender their Drug Royalty Shares to the Offer. See ‘“Lock-Up Agreement’’.
The directors and senior officers of Drug Royalty have no knowledge as to whether any of the Locked Up Shareholders
has any interest in any material contract, other than the Lock-Up Agreement, to which the Offeror is a party.

AGREEMENTS AND ARRANGEMENTS BETWEEN DRUG ROYALTY AND
ITS DIRECTORS AND SENIOR OFFICERS

Except as described below, there are no arrangements or agreements made or proposed to be made between Drug
Royalty and any of its directors or senior officers pursuant to which a payment or other benefit is to be made or given
by way of compensation for loss of office or as to their remaining in or retiring from office if the Offer is successful.

The Company has written employment agreements with James R. Webster and Harry K. Loveys, both dated
May 27, 1999 and amended on May 1, 2000, October 13, 2000 and January 16, 2002 with respect to Mr. Webster and
on May 1, 2000, October 16, 2000 and January 16, 2002 with respect to Mr. Loveys. Pursuant to their employment
agreements, Mr. Webster and Mr. Loveys are entitled to a bonus payment in the amount of $150,000 and $75,000,
respectively, upon the successful completion of the Offer. Upon the termination of their duties in the event of the
successful completion of the Offer, Messrs. Webster and Loveys are entitled to a lump sum amount of $500,000 and
$350,000, respectively, as severance.

The Company has agreed to pay the two members of the Special Committee a total of $35,000 upon the successful
completion of the Offer plus normal per diem fees. The members of the Board of Directors (other than the President)
receive normal per diem board fees for meetings at the rate of $500 per half day and $1000 per full day. In addition, the
members of the Board of Directors will receive an honorarium upon the successful completion of the Offer in the
aggregate amount of $140,000. The Chairperson will receive $35,000 and each of the other directors, other than James
R. Webster, will receive $15,000.

MATERIAL CHANGES IN THE AFFAIRS OF DRUG ROYALTY

Except as otherwise described or referred to in this Directors’ Circular, no information is known to any of the
directors or senior officers of Drug Royalty that indicates any material change in the affairs of Drug Royalty since
November 30, 2001, the date of Drug Royalty’s most recently published financial statements.

OTHER TRANSACTIONS

Except as otherwise disclosed in this Directors’ Circular, no negotiations involving the Company are currently
underway in response to the Offer which relate to or would result in: (a) an extraordinary transaction such as a merger
or reorganization involving the Company or any subsidiary of the Company; (b) the purchase, sale or transfer of a
material amount of assets by the Company or any subsidiary of the Company; (c) an issuer bid for or other acquisition
of securities by or of the Company; or (d) any material change in the present capitalization or dividend policy of the
Company.

STATUTORY RIGHTS

Securities legislation in certain of the provinces and territories of Canada provides security holders of Drug
Royalty with, in addition to any other rights they may have at law, rights of rescission or to damages, or both, if there is
a misrepresentation in a circular or notice that is required to be delivered to such security holders. However, such rights
must be exercised within prescribed time limits. Security holders should refer to the applicable provisions of the
securities legislation of their province or territory for particulars of those rights or consult with a lawyer.
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APPROVAL OF THE DIRECTORS’ CIRCULAR

The contents of this Directors’ Circular have been approved, and the delivery of this Directors’ Circular has been
authorized, by the Board of Directors.
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CONSENT OF HSBC SECURITIES (CANADA) INC.

To: The Board of Directors of
DRUG ROYALTY CORPORATION INC.

We hereby consent to the inclusion of our written opinion dated January 16, 2002 in the Directors’ Circular of the
Board of Directors of Drug Royalty Corporation Inc. dated February 1, 2002 and to the reference to our written opinion
under various headings of such Directors’ Circular.

Toronto, Canada (signed) HSBC SECURITIES (CANADA) INC.
February 1, 2002
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CERTIFICATE
DATED: February 1, 2002

The foregoing contains no untrue statement of a material fact and does not omit to state a material fact that is
required to be stated or that is necessary to make a statement not misleading in the light of the circumstances in which it
was made. In addition, the foregoing does not contain any misrepresentation likely to affect the value or the market
price of the securities subject to the Offer within the meaning of the Securities Act (Quebec).

On behalf of the Board of Directors

(signed) R. IaN LENNOX (signed) DR. CaLVIN R. STILLER
Director Director
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SCHEDULE A

HSBC

January 16, 2002

The Board of Directors
Drug Royalty Corporation
8 King Street East

Suite 202

Toronto, Ontario

M5C 1BS

Attention: Mr. David Williams
Chairman of the Special Committee

HSBC Securities (Canada) Inc. (“HSBC”) understands that Drug Royalty Corporation Inc. (the “Company” or
“Drug Royalty”) and Cambridge Antibody Technology Group Plc (the “Aequiror” or “CAT”) have entered into a
definitive support agreement (the ‘‘Support Agreement’’) and a related royalty amending agreement (the “Royalty
Amending Agreement”) to enter into a business combination (the “Transaction™), the terms of which will be
disclosed in a takeover bid circular to be prepared by the Acquiror which will be mailed to the holders of Drug
Royalty common shares. We understand that certain shareholders of the Company have entered into shareholder
support agreements (the “Lock-up Agreements”) to tender their shares to the Transaction. Pursuant to the Support
Agreement, CAT has agreed to acquire zall of the outstanding shares of the Company for the equivalent of $3.00
payable at the election of each holder of Shares, in ordinary shares of CAT or American depositary shares of CAT in
accordance with an exchange ratio formula described in the Support Agreement (the “Consideration’™).

The Special Committee of the Board of Directors of Drug Royalty (the “Special Committee”) retained HSBC
pursuant to an agreement between the Company and HSBC (the “Engagement Agreement”) dated November 8,
2001. HSBC was retained to provide financial advice to the Special Committee in connection with strategies that
might be employed in order to maximize shareholder value, including the possible sale of the Company.

As part of its engagement, HSBC was asked to consider, evaluate and negotiate alternatives that would maximize
Drug Royalty’s shareholder value. The Engagement Agreement provides for HSBC to prepare its written opinion
(the “Fairness Opinion”) to the Board of Directors with respect to the fairness, from a financial point of view, of the
Consideration to the shareholders of Drug Royalty. We have been and will be paid fees for our services as financial
advisor to Drug Royalty, including fees that are contingent upon the consummation of the Transaction. In addition,
the Company has agreed to indemnify HSBC for certain liabilities arising out of our engagement.

Credentials of HSBC Securities (Canada) Inc.

HSBC is an indirect wholly-owned subsidiary of HSBC Holdings plc, one of the world’s largest financial
institutions. HSBC is a full service investment dealer operating in Canada with operations in corporate finance,
raergers and acquisitions, equity and fixed income sales and trading, investment research, and individual investor
services. The Fairness Opinion expressed herein is the opinion of HSBC as an entity. Its form and content have
been approved by a committee of HSBC directors, each of whom is experienced in merger, acquisition, divestiture,
valuation and faimess opinion matters.

HSBC Securities (Canada) Inc.

Box 67, Suite 5300, Toronto Dominion Centre
Toronto Dominion Bank Tower

Toronto, Ontario M5K 1E7

Tel: (416) 868-7800 Fax: (416) 868-5450

Member of the Toronto Stock Exchange, The Montreal Stack Exchange,
The Canadian Venture Exchange, The Winnipeg Stack Exchange,
The Canacdian Investor Protection Fund and The Investment Dealers Association of Canada
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Scope of Review
In preparing the Fairness Opinion, HSBC has, among other things, reviewed and, where it was considered
appropriate, relied upon the following:

1) the Support Agreement and Royalty Amending Agreement in respect of the Transaction;

(i1) the Lock-up Agreements;

(iii) the annual reports to shareholders of Drug Royalty and the related financial information for the
five fiscal years ended August 31, 2001;

@iv) Drug Royalty’s Annual Information Forms for the fiscal years 2000 and 2001,
) Drug Royalty’s prospectus relating to a public offering of common shares dated April 13, 1999;

(vi) the Management Information Circulars of Drug Royalty relating to the Annual Meetings of
Shareholders for the last three years;

(vii) financial forecasts relating to the business, earnings, cash flow, assets and prospects of Drug
Royalty furnished to us by the Company;

(viii)  discussions with various members of senior management of Drug Royalty concerning Drug
Royalty’s current business operations, financial condition, and prospects and potential alternatives
to the Transaction;

(ix) the annual reports to shareholders of CAT and the related financial information for the three fiscal
years ended September 30, 2001 and the interim financial statements for the last eight quarters;

(x) CAT’s prospectus relating to a public offering of ordinary shares dated March 7, 2000;

(xi) the Management Information Circulars of CAT relating to the Annual Meetings of Shareholders
for the last three years;

(xii) discussions with the senior management of CAT; and

(xiii)  such other information, analysis and discussions (including discussions with third parties) as we
considered necessary or appropriate in the circumstances.

HSBC was granted free access by the Company to its senior management, and, to the best of our knowledge, was
not denied any information that HSBC requested.

Assumptions and Limitations

With the approval of the Special Committee, we have relied upon, and have assumed the completeness, accuracy
and fair representation of all financial and other information, data, advice, opinions, and representations obtained by
us from public sources, the Support Agreement, the Royalty Amending Agreement and information provided to us
by the Company pursuant to our Engagement Agreement, and the Fairness Opinion is conditional upon such
completeness, accuracy, and fair representation. Subject to the exercise of professional judgement and except as
expressly described herein, we have not attempted to verify independently the accuracy or completeness of any such
information, data, advice, opinions and representations.




Senior management of the Company has represented to us, in a certificate delivered as at the date hereof, amongst
other things, that the information, opinions and materials (the “Information”) provided to us by or on behalf of the
Company are complete and correct at the date the Information was provided to us and that since the date of
Information, there has been no material change, financial or otherwise, in the financial condition, assets, liabilities
(contingent or otherwise), business, operations or prospects of the Company or any of its subsidiaries and that there
has been no change of a material fact which would or could reasonably be expected to render the Information untrue
of misleading in any material respect or which would have or which could reasonably be expected to have a material
effect on our opinion.

The Fairness Opinion is rendered on the basis of securities markets, economic and general business and financial
conditions prevailing as at the date hereof and the condition and prospects, financial and otherwise, of the Company
as they were reflected in the information and documents reviewed by us and as they were represented to us in our
discussions with management of the Company. In our analyses and in connection with the preparation of the
Fairness Opinion, we made numerous assumptions with respect to industry performance, general business, market
and economic conditions and other matters, many of which are beyond the control of any party involved in the
Transaction and, while reasonable under current circumstances, may prove to be incorrect. We have also assumed
that all of the conditions necessary to implement the Transaction will be met. :

The Fairness Opinion is provided for the information and assistance of the Special Committee and the Board of
Directors in connection with their consideration of the Transaction, and does not constitute advice or a
recommendation as to whether the Company’s shareholders should tender their shares to the Transaction or any
other transaction.

The Fairness Opinion has been provided for the use of the Special Committee and the Board of Directors of the
Company for the sole purpose of assisting in its consideration of the terms of the Transaction and related matters,
and may not be used or relied upon by any other person without the express written consent of HSBC. The Fairness
Opinion was prepared as of the date hereof and we disclaim any undertaking or obligation to advise any person of
any change in any fact or matter affecting the Faimess Opinion that may come or be brought to HSBC’s attention
after the date hereof. In the event that there is any material change in any fact or matter affecting the Fairness
Opinion after the date hereof, HSBC reserves the right to change, modify or withdraw the Fairness Opinion.

We are not expressing any opinion herein as to the prices at which the CAT shares may trade following the
announcement of the Transaction or the prices at which the CAT shares may trade following the consummation of
the Transaction.

Opinion

Based upon and subject to the foregoing and such other matters as we considered relevant, it is our opinion as of the
date hereof that the Consideration is fair, from a financial point of view, to the shareholders of Drug Royalty.

Yours very truly,

HSBC  Securibies (Gonadds) fec.

HSBC Seccurities (Canada) Inc.
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This decument is important and requires your immediate attention. If you have any questions as to how to deal with it, you should consult your
investment dealer, stockbroker, bank manager, lawyer or other professional advisor. No securities regulatory authority in Canada or the United
States has passed upon the fairness or merits of the offer contained in this document, the merits of the securities offered pursuant to such offer
or the adequacy of the information contained in this document and any representation to the contrary is unlawful.

OFFER TO PURCHASE
all of the outstanding common shares of
DRUG ROYALTY CORPORATION INC.
by CAMBRIDGE ANTIBODY TECHNOLOGY GROUP plc

through its wholly-owned subsidiary
3982904 CANADA INC.

Cambridge Antibody Technology Group plc (“CAT"), through its wholly-owned subsidiary, 3982904 Canada Inc. (the
“Offeror”), hereby offers to purchase all of the outstanding common shares (the “DRC Shares”) of Drug Royalty Corporation
Inc. (“DRC"), including DRC Shares issuable upon the exercise of outstanding options to purchase DRC Shares (the “Offer”).
The Offer will be open for acceptance until 9:00 p.m. (EST) (the “Expiry Time”) on March 12, 2002, unless extended or
withdrawn.

The Offer will be subject to certain conditions, including that not less than 66%:% of the DRC Shares shall have been validly
deposited under the Offer and not withdrawn at the Expiry Time.

THE BOARD OF DIRECTORS OF DRC HAS RECOMMENDED THAT SHAREHOLDERS ACCEPT THE OFFER
AND DEPOSIT THEIR DRC SHARES TO THE OFFER. FOR FURTHER INFORMATION, REFER TO THE
DIRECTORS’ CIRCULAR.

Under the Offer, holders of DRC Shares (*“Shareholders’) will be entitled, at their option, to receive for each DRC Share that
number (expressed to three decimal places with amounts less than 0.0005 being rounded down and amounts equal to or greater
than 0.0005 being rounded up, in each case to the nearest one-thousandth) of either London Stock Exchange listed CAT ordinary
shares (“CAT Shares”) or Nasdaq quoted CAT American depositary shares (“CAT ADSs") that will be determined by dividing
$3.00 by the CAT Average Trading Price (as defined below) (the “CAT Share Exchange Ratio™), provided that in no event will
the CAT Share Exchange Ratio be less than 0.063. The “CAT Average Trading Price” will be the volume weighted average
trading price of CAT Shares on the London Stock Exchange for the 10 trading days randomly selected by an independent party
by lot from the 15 trading days ending four days immediately prior to the Initial Expiry Date (as defined below), which is then
converted into Canadian dollars at a pound sterling/Canadian dollar exchange rate based on the average noon exchange rate for
the same 10 trading days, as reported by the Bank of Canada. For the purpose of this calculation, the “Initial Expiry Date” is
expected to be March 12, 2002, unless the Offer is extended prior to the announcement of the CAT Share Exchange Ratio, in
which case the Initial Expiry Date shall be such later date set out in the Offeror’s latest dated notice extending the Offer. The
Offeror will publicly announce the CAT Share Exchange Ratio by way of press release by not later than 12:00 midnight (EST)
on the fourth day immediately prior to the Initial Expiry Date (which announcement will be made on March 8, 2002 if the Initial
Expiry Date is March 12, 2002).

If the CAT Share Exchange Ratio is greater than 0.076, the Offeror will pay the additional consideration in, at the Offeror’s
election, any of: (i) CAT Shares (or CAT ADSs, if the Shareholder has elected to receive CAT ADSs); (ii) cash; or (iii) a
combination of CAT Shares (or CAT ADSs, if the Shareholder has elected to receive CAT ADSs) and cash, such election to be
announced, if applicable, at the time the CAT Share Exchange Ratio is announced, provided that if the CAT Share Exchange
Ratio is greater than 0.087 and the Offeror, concurrently with its announcement of the CAT Share Exchange Ratio, publicly
announces that it has elected to not pay the necessary additional consideration, a condition of the Offer will not have been
satisfied and the Offeror will not take up and pay for any DRC Shares deposited to the Offer.

The CAT Share Exchange Ratio when announced will remain fixed including for any extensions of the Offer. If the CAT Share
Exchange Ratio results in a Shareholder becoming entitled to receive a fractional CAT Share or CAT ADS, the Shareholder will
be paid the value of the fractional CAT Share or CAT ADS in cash.

The Offer values DRC at $3.00 per DRC Share or approximately $126.2 million (£56.1 million) on a fully diluted basis,
representing a premium of 20% to the volume weighted average trading price of the DRC Shares of $2.51 on The Toronto Stock
Exchange for the 60 trading days ended January 16, 2002 (being the last trading day prior to the announcement of the Offer), and
a premium of 8% to the closing price on The Toronto Stock Exchange of $2.78 per DRC Share on January 16, 2002.

The Dealer Manager for the Offer is:

Merrill Lynch Canada Inc.

BCE Place
181 Bay Street, Suite 400
Toronto ON M5J 2V8
February 1, 2002
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CAT and the Offeror entered into a support agreement dated January 16, 2002 with DRC, which sets forth the
terms and conditions upon which CAT has agreed to make the Offer and DRC has agreed to support the Offer.
CAT also entered into a lock-up agreement dated January 16, 2002 with certain Shareholders holding
approximately 30% of the outstanding DRC Shares on a fully diluted basis pursuant to which such Shareholders
have agreed to deposit their DRC Shares to the Offer and not withdraw them, except in limited circumstances.

The CAT Shares are admitted to the Official List of the U.K. Listing Authority and to trading on the London
Stock Exchange’s market for listed securities under the symbol “CAT” and the CAT ADSs are quoted on the
National Market of The Nasdaq Stock Market, Inc. under the symbol “CATG”. The closing prices of the CAT
Shares and the CAT ADSs on January 16, 2002, the last trading day prior to the announcement of the Offer, were
U.K.£17.00 and U.S.$24.50, respectively.

Shareholders who wish to accept the Offer must properly complete and execute the accompanying Letter of
Transmittal (printed on blue paper) or a manually signed facsimile thereof and deposit it, together with the
certificates representing their DRC Shares, at one of the offices of Computershare Trust Company of Canada (the
“Depositary”) in accordance with the instructions in the Letter of Transmittal. Alternatively, Shareholders may
follow the procedure for guaranteed delivery set forth in Section 5 of the Offer to Purchase contained herein,
“Procedure for Guaranteed Delivery”, by using the accompanying Notice of Guaranteed Delivery (printed on
yellow paper) or a manually signed facsimile thereof,

Questions and requests for assistance may be directed to the Dealer Manager or to the Depositary for the
Offer. Additional copies of this document and related materials may be cobtained without charge on request from
the Depositary at its Toronto office specified on the back page of this document.

This document does not constitute an offer or a solicitation to any person in any jurisdiction in which such
offer or solicitation is unlawful. The Offer is not being made or directed to, nor is this document being
mailed to, nor will deposits be accepted from or on behalf of, Shareholders in any jurisdiction in which the
making or acceptance of the Offer would not be in compliance with the laws of such jurisdiction. However,
the Offeror may, in its sole discretion, take such action as it may deem necessary to extend the Offer to
Shareholders in any such jurisdiction.




NOTICE TO SHAREHOLDERS IN THE UNITED STATES

This Offer is made for the securities of a Canadian company. The Offer is subject to disclosure
requirements of a foreign country that are different from those of the United States. Financial statements
included in the document have been prepared in accordance with foreign accounting standards that may
not be comparable to the financial statements of U.S. companies.

It may be difficult for you to enforce your rights and any claim you may have arising under the federal
securities laws, since CAT and the Offeror are located in a foreign country. You may not be able to sue a
foreign company or its officers or directors in a foreign court for violations of the U.S, securities laws. It
may be difficult to compel a foreign company and its affiliates to subject themselves to a U.S. court’s
judgment.

U.S. resident Shareholders should be aware that acceptance of the Offer may have tax consequences
both in the United States and in Canada.

All dollar references in this document refer to Canadian dollars, unless otherwise indicated.

FORWARD-LOOKING STATEMENTS

The Offer and Circular, including the Annexes thereto, include forward-looking statements. All statements
other than statements of historical facts included in the Offer and Circular, including the Annexes thereto,
including any statements preceded by, followed by or that include the words “targets”, “plans™, “believes”,

“expects”, “aims”, “intends”, “will”, “may”, “anticipates” or similar expressions or the negative thereof, are
forward-looking statements. Forward-looking statements include statements relating to the following:

* future capital expenditures, expenses, revenues, economic performance, financial condition, dividend
policy, losses and future prospects;

¢ future performance in clinical trials of the product candidates that were developed using CAT’s
technology;

* the ability of CAT and its collaborators to commercialize products;

* business and management strategies and the expansion and growth of CAT’s operations;

* the effects of government regulation on CAT’s business;

* expansion and other development trends of CAT’s current and future customers and its industry; and
* acquisitions, including the timing, nature, availability, location and significance of those acquisitions.

These forward-looking statements involve known and unknown risks, uncertainties and other factors which
may cause the actual results, performance or achievements of CAT, or industry results, to be materially different
from any future results, performance or achievements expressed or implied by such forward-looking statements.
These forward-looking statements are based on numerous assumptions regarding CAT’s present and future
business strategies and the environment in which CAT will operate in the future. Certain factors that could cause
CAT’s actual results, performance or achievements to differ materially from those in the forward-looking
statements are described in Annex A to the Circular, under the heading “Risk Factors™.

REPORTING CURRENCIES AND FINANCIAL PRINCIPLES

The financial information regarding CAT contained in this Offer and Circular is reported in pounds sterling
and CAT’s audited consolidated financial statements for the years ended September 30, 1999, 2000 and 2001 and
the related notes to those financial statements (collectively, the “CAT Audited Financial Statements™), which are
included at Appendix B to this Offer and Circular, have been prepared in accordance with UK. generally
accepted accounting principles (“U.K. GAAP") and reconciled to Canadian generally accepted accounting
principles (“*Canadian GAAP”). For a discussion of the principal differences between U.K. GAAP and Canadian
GAAP in the context of CAT, see Note 27 to the CAT Audited Financial Statements. Unless otherwise indicated,
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all financial information of CAT is presented in accordance with U.K. GAAP. The financial information
regarding DRC contained in this Offer and Circular is reported in Canadian dollars and DRC’s audited
consolidated financial statements and the notes thereto are stated by DRC to have been prepared in accordance
with Canadian GAAP.

INFORMATION CONCERNING DRC

Except as otherwise indicated, the information concerning DRC contained in this Offer and Circular has
been taken from or is based upon publicly available documents and records on file with Canadian securities
regulatory authorities and other public sources. Although the Offeror has no knowledge that would indicate that
any statements contained herein concerning DRC taken from or based upon such documents and records are
untrue or incomplete, neither the Offeror nor any of its directors or officers assumes any responsibility for the
accuracy or completeness of such information or for any failure by DRC to disclose events or facts which may
have occurred or which may affect the significance or accuracy of any such information but which are unknown
to the Offeror.,

EXCHANGE RATES

The following table sets forth for one pound sterling expressed in Canadian dollars, for each period
indicated, the average of such exchange rates, and the exchange rate at the end of such period, based upon the
noon exchange rates provided by the Bank of Canada:

12 Months Ended

September 30, Year Ended December 31,
2001 2000 1999 2001 2000 1999 1998 1997
Rate atend of period .............ve.... 232 223 242 232 224 233 254 235
Average rate for period......... ... .ol 221 230 245 223 225 240 246 227

The following table sets forth for one U.S. dollar expressed in Canadian dollars, for each period indicated,
the average of such exchange rates, and the exchange rate at the end of such period, based upon the noon
exchange rates provided by the Bank of Canada:

N Year Ended December 31,
2001 2000 1999 1998 1997

Rateatend of period ... ... ...t iii i i i 1.59 150 144 153 143
Average rate forperiod ... . i il i 155 149 149 148 1.38

The following table sets forth, for one pound sterling expressed in U.S. dollars, for each period indicated, the
average of such exchange rates, and the exchange rate at the end of such period, based upon the noon exchange
rates provided by the Bank of Canada:

Year Ended December 31
2001 2000 1999 1998 1997

Rateat End of Period ... ... . .o i iiii e, 1.45 150 162 1.66 1.64
Average Rate for Period .......... .. ... i i 144 152 1.62 166 1.64

On January 16, 2002, the last trading day prior to the announcement of the Offer, the exchange rates for one
pound sterling expressed in Canadian dollars, one U.S. dollar expressed in Canadian dollars, and one pound
sterling expressed in U.S. dollars, in each case based upon the exchange rates of the Bank of Canada were,
respectively, 52.29, $1.59 and U.S.$1.44. On January 31, 2002, the exchange rates for one pound sterling
expressed in Canadian dollars, one U.S. dollar expressed in Canadian dollars, and one pound sterling expressed in
U.S. dollars were, respectively, $2.25, $1.59 and U.S.$1.41.
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DEFINITIONS

In the Offer and Circular, unless the context otherwise requires, the following terms have the
meanings set forth below. All references to “pounds sterling”, “sterling”, or “£”, or to “pence” or “p”,
are to the currency of the United Kingdom.

“Accountant’’ means PricewaterhouseCoopers LLP.

“Acquisition Proposal” means an inquiry, proposal or offer from any Person (other than the Offeror) relating to
any liquidation, dissolution, recapitalization, merger, amalgamation, arrangement, acquisition or purchase of all
or a material portion of the assets of, or any equity interest (including DRC Shares) in, DRC or any of its
Subsidiaries or other similar transaction or business combination.

“Additional Top Up Amount” means the portion of the Offered Consideration that is attributable to the amount
by which the CAT Share Exchange Ratio is greater than 0.087 and that is payable only if the Maximum Share
Condition is satisfied.

“Appropriate Regulatory Approvals” means those sanctions, rulings, consents, orders, exemptions, permits and
other approvals (including the lapse, without objection, of a prescribed time under a statute or regulation that
states that a transaction may be implemented if a prescribed time lapses following the giving of notice without an
objection being made) of Governmental Entities required in connection with the commencement of the Offer or
the consummation of the Offer.

“business day’ means any day of the week other than a Saturday, Sunday or a statutory or civic holiday observed
in Toronto, Ontario or London, England.

“Canadian GAAP” means Canadian generally accepted accounting principles.

“CAT” means Cambridge Antibody Technology Group plc, a company existing under the laws of England and
Wales.

“CAT ADR” means an American depositary receipt of CAT, representing one CAT ADS.
“CAT ADS” means an American depositary share of CAT, representing one CAT Share.
“CAT ADS Option” means a Shareholder’s entitlement to elect to receive CAT ADSs under the Offer.

“CAT Average Trading Price” means the volume weighted average trading price of CAT Shares on the LSE for
the 10 trading days randomly selected by the Accountant by lot from the 15 trading days ending four days
immediately prior to the Initial Expiry Date which is then converted into Canadian dollars at a pound sterling/
Canadian dollar exchange rate based on the average noon exchange rate for the same 10 trading days, as reported
by the Bank of Canada.

“CAT Board of Directors” means the board of directors of CAT.

“CAT Limited” means Cambridge Antibody Technology Limited, a wholly-owned subsidiary of CAT, existing
under the laws of England and Wales.

“CAT Material Adverse Effect” means any change, effect, event, occurrence or state of facts that is, or would
reasonably be expected to be, material and adverse to the assets, business, operations or financial condition
(including cash resources) of CAT and its Subsidiaries taken as a whole, other than any change, effect, event,
occurrence or state of facts relating to the North American or European economy or securities markets in general.

“CAT Share Exchange Ratio” means the greater of: (i) 0.063; and (ii) the fraction, the numerator of which is
$3.00 and the denominator of which is the CAT Average Trading Price, such number to be expressed to three
decimal places with amounts less than 0.0005 being rounded down and amounts equal to or greater than 0.0005
being rounded up, in each case to the nearest one-thousandth.

“CAT Share Option” means a Shareholder’s entitlement to elect to receive CAT Shares under the Offer.

“CAT Share” means an ordinary share of 10p in the capital of CAT,
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“CBCA’’ means the Canada Business Corporations Act, R.S.C. 1985, ¢.C-44, as amended.

“Circular” means the offering circular accompanying the Offer to Purchase, including Annex A and Annex B
attached thereto.

“Compulsory Acquisition” has the meaning set forth in Section 5 of the Circular, “Acquisition of Shares Not
Deposited”.

“Confidentiality Agreement’” means the confidentiality and standstill agreement dated August 24, 2001 between
CAT and DRC, as amended on December 21, 2001.

“CVMQ@Q” means the Commission des valeurs mobiliéres du Québec.

“Dealer Manager” means Merrill Lynch Canada Inc.

“Depositary” means Computershare Trust Company of Canada.

“Directors’ Circular” means the directors’ circular accompanying the Offer and Circular.
“DRC” means Drug Royalty Corporation Inc., a corporation incorporated under the CBCA.

“DRC Material Adverse Effect” means any change, effect, event, occurrence or state of facts that is, or would
reasonably be expected to be, material and adverse to the assets, business, operations or financial condition
(including cash resources) of DRC and its Subsidiaries taken as a whole, other than any change, effect, event,
occurrence or state of facts relating to the North American or European economy or securities markets in general.

“DRC Shares’ means the common shares in the capital of DRC (including common shares issuable upon the
exercise of outstanding Options).

“Eligible Institution’ means a Canadian Schedule 1 chartered bank, a major trust company in Canada, a member
of a Securities Transfer Agent Medallion Program (STAMP), a member of the Stock Exchange Medallion
Program (SEMP) or a member of the New York Stock Exchange, Inc. Medallion Signature Program (MSP).
Members of these programs are usually members of a recognized stock exchange in Canada or the United States,
members of the Investment Dealers Association of Canada, members of the National Association of Securities
Dealers or banks and trust companies in the United States.

“EST” means eastern standard time.
“Exchanges” means the LSE, TSE and Nasdaq, and “Exchange” means any one of them.

“Expiry Date” means the Initial Expiry Date or such later date as is set out in a notice of extension of the Offeror
issued at any time and from time to time after the public announcement of the CAT Share Exchange Ratio
extending the period during which DRC Shares may be deposited to the Offer, provided that, if such day is not a
business day, then the Expiry Date shall be the next business day.

“Expiry Time” means 9:00 p.m. (EST) on the Expiry Date.

“Governmental Entity” means (a) any multinational, federal, provincial, state, regional, raunicipal, local or othzr
government, governmental or public department, central bank, court, tribunal, arbitral body, commission, board,
bureau or agency, domestic or foreign; (b) any subdivision, agent, commission, board, or authority of any of the
foregoing; (c) any self-regulatory authority, or any of the Exchanges; (d) the UKLA; or (e) any quasi-
governmental or private body exercising any regulatory, expropriation or taxing authority under or for the account
of any of the foregoing.

“Initial Exchange Ratio” means the lesser of: (i) 0.076; and (ii) the CAT Share Exchange Ratio.

“Initial Expiry Date” means March 12, 2002 or such later date as is set out in a notice of extension of the
Offeror issued at any time and from time to time before the public announcement of the CAT Share Exchange
Ratio, extending the perjod during which DRC Shares may be deposited to the Offer; provided that, if such day is
not a business day, then the Initial Expiry Date shall be the next business day.
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“Laws” means all laws, by-laws, statutes, rules, regulations, principles of law, orders, ordinances, judgments,
decrees or other requirements and the terms and conditions of any grant of approval, permission, authority or
license of any Governmental Entity and the term “‘applicable” with respect to such laws and in a context that
refers to one or more Parties, means such laws as are applicable to such Party or its business, undertaking,
property or securities and emanate from a Person having jurisdiction over the Party or Parties or its or their
business, undertaking, property or securities.

“Letter of Transmittal” means the letter of acceptance and transmittal in the form accompanying the Offer and
Circular (printed on blue paper).

“Listing Rules” means the listing rules of the UKLA, made under section 74 of the U.K. Financial Services and
Markets Act 2000.

“Listing Particulars” means the listing particulars relating to CAT dated February 1, 2002 prepared in
accordance with the Listing Rules.

“Lock-Up Agreement” means the agreement dated January 16, 2002 between CAT and the Locked Up
Shareholders pursuant to which the Locked Up Shareholders have agreed to deposit the Locked Up Shares to the
Offer and not withdraw them, except in limited circumstances, as described in Section 3 of the Circular,
“Background to the Offer — Lock-Up Agreement”.

“Locked Up Shareholders’ means, collectively, MDS Capital Corp., Canadian Medical Discoveries Fund Inc.
and The Health Care and Biotechnology Venture Fund.

“Locked Up Shares” means the 13,045,864 DRC Shares, representing approximately 30% of the DRC Shares
(or, if certain elections are made by Option holders and certain amendments to the Stock Option Plan are
approved by the TSE, 12,929,864 DRC Shares representing approximately 31% of the DRC Shares), that are
subject to the Lock-Up Agreement.

“LSE” means London Stock Exchange plc.

“Maximum Share Condition” means that, in the event that the CAT Share Exchange Ratio is greater than 0.087,
the Offeror shall not have publicly announced concurrently with the announcement of the CAT Share Exchange
Ratio that it has elected not to pay the Additional Top Up Amount.

“Merrill Lynch” means Merrill Lynch International and its affiliates.

“Minimum Tender Condition” means that there shall have been validly deposited under the Offer and not
withdrawn at the Expiry Time that number of DRC Shares which constitutes at least 66%3% of the DRC Shares
outstanding (on a fully diluted basis) at the Expiry Time.

“Nasdag” means the National Market of The Nasdaq Stock Market, Inc.

“Notice of Guaranteed Delivery” means the accompanying notice of guaranteed delivery (printed on yellow
paper).

“Offer” means the Offeror’s offer to purchase the DRC Shares made hereby, the terms and conditions of which
are set forth in the Offer to Purchase, the Letter of Transmittal and the Notice of Guaranteed Delivery.

“Offer and Circular” means the Offer to Purchase, the Circular and the Annexes thereto, collectively.
“Offer to Purchase” means the offer to purchase DRC Shares forming part of the Offer and Circular.

“Offered Consideration” means the consideration to be paid by the Offeror for the Purchased Securities
including the Top Up Amount, if any, and the Additional Top Up Amount, if applicable.

“Offeror” means 3982904 Canada Inc., a wholly-owned subsidiary of CAT incorporated under the CBCA.
“Official List” means the official list of the UKLA.

“Ontario Securities Act” means the Securities Act (Ontario), as amended, and the regulations and rules made
thereunder. :
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“Option” means an option to purchase DRC Shares granted under the Stock Option Plan.
“O8C” means the Ontario Securities Commission.
“Parties” means DRC, CAT and the Offeror; and “Party” means any one of them,

“Person” includes an individual, partnership, association, body corporate, joint venture, business organization,
trustee, executor, administrator, legal representative, government (including any Governmental Entity) or any
other entity, whether or not having legal status.

“Policy (2-27”’ means Policy No. Q-27 of the CVMQ entitled “Mesures de protection des porteurs minoritaires a
I’occasion de certaines operations”.

“Purchased Security” means a DRC Share taken up and paid for by the Offeror under the Offer.

“Restricted Securities” means restricted securities within the meaning of Rule 144(a)(3) under the
U.S. Securities Act.

“Royalty Agreement” means the royalty agreement among DRC and CAT Limited made as of March 31, 1994
and varied by agreement dated January 23, 1997.

“Royalty Agreement Amending Deed” means the royalty agreement amending deed dated January 16, 2002
between CAT, CAT Limited and DRC amending the Royalty Agreement, as described in Section 3 of the
Circular, ""Background to the Offer — Royalty Agreement Amending Deed”.

“Rule 61-501” means OSC Rule 61-501 entitled “Insider Bids, Issuer Bids, Going Private Transactions and
Related Party Transactions”.

“Shareliolder”’ means a holder of DRC Shares.

“Special Comumnittee” means the special committee of the board of directors of DRC consisting of
David A. Williams and Robert S. Pickholtz formed for the purposes of, among other things, considering the Offer
and making recommendations to the board of directors of DRC in light thereof.

“Stock Option Plan” means the amended and restated stock option plan for directors, officers and employees of
DRC.

“Subsequent Acquisition Transaction” has the meaning ascribed thereto in Section 5 of the Circular,
“Acquisition of Shares Not Deposited™.

“Subsidiary” means, with respect to a specified body corporate, any body corporate of which more than 50% of
the outstanding shares ordinarily entitled to elect a majority of the board of directors thereof (whether or not
shares of any other class or classes shall or might be entitled to vote upon the happening of any event or
contingency) are at the time owned directly or indirectly by 