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NORDION INC.
ANNUAL INFORMATION FORM

1. PRELIMINARY NOTES
1.1. Interpretation

In this Annual Information Form (AIF), “we”, “us”, “our”, “Nordion”, and “the Company” refer collectively to
Nordion Inc., and its subsidiaries. In this AIF, all references to specific years ate references to the fiscal years of Nordion
ended October 31. All references to “$” or “dollars” are references to U.S. dollars and all references to C$ are to
Canadian dollars, unless otherwise specified. This AIF should be read in conjunction with Nordion’s 2013 Annual
Report, which includes the Company’s 2013 audited consolidated financial statements and notes (2013 Financial
Statements) and the 2013 Management’s Discussion and Analysis (2013 MD&A), but which, for greater certainty, are
not incorporated by reference herein.

Certain terms and abbreviations used in this AIF are defined in Schedule B — Glossaty.

1.2. Items Affecting the Comparability of Financial Information of Prior Years
All financial references in this document, unless otherwise indicated, are based on continuing operations.

In September 2012, Nordion had announced a strategic realignment of its business designed to focus on improving the
execution of Nordion’s business strategy at the time. Nordion transitioned to a Business Unit model with two distinct
business units: Specialty Isotopes and Targeted Therapies, each of which was supported by centralized shared corporate
functions. The Specialty Isotopes business includes two segments: Sterilization Technologies and Medical Isotopes.

On July 13, 2013, Nordion completed the sale of its Targeted Therapies business to BTG plc (BTG), an international
specialist healthcare company based in London, United Kingdom. As a result of this sale, the Company now operates
one business unit, Specialty Isotopes, which includes two segments: Sterilization Technologies and Medical Isotopes.
Nordion previously operated Targeted Therapies as a separate business unit. While Nordion operated two business
segments as at the end of October 31, 2013, the Company continues to report operations as three business segments:
Sterilization Technologies, Medical Isotopes and historical Targeted Therapies, as well as certain corporate functions and

activities reported as Corporate and Other, in accordance with accounting principles generally accepted in the United
States of America (U.S. GAAP).

The primary change to the Company’s reporting as a result of the sale of its Targeted Therapies business was that
Contract Manufacturing reporting was moved from Targeted Therapies to Medical Isotopes. All financial references for

the prior years have been restated to reflect this change.

During fiscal 2011, the Company sold MDS Nordion S.A. and reports this as a discontinued operation.



1.3. Caution Regarding Forward-looking Statements

From time to time, we make written or oral forward-looking statements within the meaning of certain securities laws,
including under applicable Canadian securities laws and the “safe hatbour” provisions of the United States Ptivate
Securities Litigation Reform Act of 1995. This document and the documents incorporated by reference herein, contains
forward-looking statements, including but not limited to, statements relating to our expectations with respect to: our
business strategy, the competitive landscape and our position within it; our strategic review; the discontinuation of the
manufacture of Bexxar; factors influencing our commercial success; the demand for and supply of our products and
competing products; the supply of the inputs for our products; potential outcomes of current legal proceedings and our
internal investigation; our pension funding; the potential for additional legal and regulatory proceedings; the regulatory
status of our products and operations; our research and development initiatives; our estimates of future site remediation
costs; our intentions with respect to our liquidity levels and access to capital; and more generally statements with respect
to our beliefs, plans, objectives, expectations, anticipations, estimates and intentions. The words “may”, “will”, “could”,
“should”, “would”, “outlook”, “believe”, “plan”, “anticipate”, “estimate”, “project”, “expect”, “intend”, “indicate”,
“forecast”, “objective”, “optimistic”, and similar words and expressions are intended to identify forward-looking
statements.

Forward-looking statements are necessarily based on estimates and assumptions made by us in light of our experience
and our perception of historical trends, current conditions and expected future developments, as well as other factors
that we believe are appropriate in the circumstances, but which ate inherently subject to significant business, political,
economic and competitive uncertainties and contingencies. Known and unknown factors could cause actual results to
differ materially from those projected in the forward-looking statements. Factors that could cause actual results or events
to differ materially from current expectations include, but are not limited to, the following factors, which are discussed in
greater detail in the “Risk Factors” described in section 5 of this AIF; and our success in anticipating and managing these
risks: business interruptions; sources of supply; the ongoing internal investigation; risks related to the outcome of
Notdion’s strategic review, or any strategic transaction; shareholder activism; customer concentration; external forces
and changes in industry trends; Nordion’s primary operating locations handle and store hazardous and radioactive
materials; anti-corruption and fraud and abuse risk; Nordion is subject to complex and costly regulation; risks related to
the Company’s defined benefit pension plans; risks arising from doing business in various countries around the world;
risks related to the divestiture of the Targeted Therapies business unit; the Company faces significant competition and
may not be able to compete effectively; long-term supply commitments of cobalt-60; competition laws; tax reassessment
tisk; effectiveness of internal controls; the Company’s business, financial condition and results of operations are subject
to significant fluctuation; risks related to insurance coverage; current and future litigation and regulatory proceedings;
uncertain disposal and decommissioning costs; dependence on information technology systems and communications
systems; foreign curtency exchange rates; labour relations; risks related to the Company’s credit facility agreement and
liquidity; compliance with laws and regulations affecting public companies; dependence upon the services of key
personnel; regulations or changes in regulations may reduce demand for the Company’s products and services, and
increase expenses; economic conditions; intellectual property protection; and volatility of share price and dividend
policy.

The foregoing list of factors that may affect future events or results is not exhaustive. By their very nature, forward-
looking statements involve inherent risks and uncertainties, both general and specific, which give rise to the possibility
that predictions, forecasts, projections and other forward-looking statements will not be achieved. When relying on our
forward-looking statements to make decisions with respect to the Company, investors and others should carefully
consider the foregoing factors and other uncertainties and potential events. We caution readers not to place undue
reliance on the Company’s forward-looking statements, as a number of factors, including but not limited to the risk
factors listed above and further described in section 5 of our AIF, could cause our actual results, petformance or
achievements to differ materially from the beliefs, plans, objectives, expectations, anticipations, estimates and intentions
expressed in such forward-looking statements.

The Company does not assume any obligation to update or revise any forward-looking statements, whether written or
oral, that may be made from time to time by us or on our behalf, except as requited by applicable law.



2. CORPORATE STRUCTURE
2.1. Name, Jurisdiction of Incorporation, and Address

Notdion Inc. (formerly MDS Inc.) was incorporated on April 17, 1969 under the laws of the Province of Ontario under
the name Medical Data Sciences Limited. The Company changed its name to MDS Health Group Limited in April 1973
and to MDS Inc. in November 1996. On November 1, 2010, the Company changed its name to Nordion Inc. The
Company was continued under the Canada Business Corporations Act (CBCA) on October 10, 1978 and is governed by that
Act.

The head office of Nordion, and its principal place of business, is located at 447 March Road, Ottawa, Ontario,
K2K 1X8.

On March 7, 2012 at the Company’s Annual and Special Meeting of Shareholders the Company’s shareholders voted to
approve two amendments to the Company’s By-laws. The first amendment removed the ability of the Chairman of a
Board of Directors meeting to cast an addition or “casting” vote. The second amendment simplified the provision
governing the persons authorized to execute documents on behalf of the Company to allow any officer or employee
acting within the scope of his or her authority to execute documents in the usual and ordinary course of the Company’s
business, and by allowing any director, officer or individual appointed by Board of Directors resolution to execute
documents on behalf of the Company that are outside of the usual and ordinary course of the Company’s business.

2.2. Current Organization

Material operating subsidiaries are defined as those companies that contribute 10% or more of the consolidated sales
and operating revenues of Nordion, or account for 10% or more of the consolidated assets of the Company, or those
subsidiaries that, in the aggregate contribute 20% or more of the consolidated sales and operating revenues of Nordion,
or account for 20% or more of the consolidated assets of the Company.

As at October 31, 2013, Nordion’s sole material operating subsidiary was Nordion (Canada) Inc., a corporation
incorporated under the CBCA. Nordion Inc. beneficially owns through a wholly-owned subsidiary of Nordion Inc. all of
Notdion (Canada) Inc.’s issued and outstanding shares.

2.3. Discontinued Operations

During fiscal 2011, Nordion completed the sale of MDS Nordion S.A., its wholly-owned Belgian subsidiary. This
subsidiary included products across Notdion’s three operating business segments at that time: Targeted Therapies,
Sterilization Technologies, and Medical Isotopes.



3. GENERAL DEVELOPMENT OF THE BUSINESSES

3.1. Three-year History

Notdion is a global health science company that provides market-leading products and services for the prevention,
diagnosis and treatment of disease. As at October 31, 2013, the Company operated in two business segments:
Sterilization Technologies and Medical Isotopes.

Fiscal 2013 Highlights

September 24, 2013

Nordion announced it had reached an agreement to settle claims with BioAxone BioSciences
for 2 nominal amount.

August 20, 2013 Nordion announced it had reached a settlement with Atomic Energy of Canada Limited
(AECL) to resolve the MAPLE lawsuit and arbitration costs and announced that the
Company and AECL had entered into an amended and restated isotope supply agreement
until 2016 and a waste management services agreement until 2026.

July 13,2013 Nordion completed the divestitute of the Targeted Therapies business to BTG.

May 23, 2013 Nordion announced it had entered into an agreement to divest the Targeted Therapies

business to BTG for a cash purchase price of $200 million and that it had agreed to continue
manufacturing TheraSphere under a Manufacturing and Support Agreement with a contract
term of three years, plus a two-year extension at BTG’s option.

May 15, 2013

Nordion announced it had signed a contract manufacturing agreement with Navidea
Biopharmaceuticals to manufacture NAV5001 a diagnostic imaging agent used to detect
Parkinsonian Syndromes and Dementia with Lewy Bodies.

March 21, 2013

Nordion announced it had settled claims with Dr. Reddy’s Laboratories for an undisclosed
amount.

January 28, 2013

Nordion announced it had appointed Mr. Grant Gardiner as Senior Vice President (SVP)
and General Counsel.

January 25, 2013

Notdion announced it had initiated a review of strategic alternatives.

January 21, 2013

Nordion announced it had filed an amended Statement of Claim in the Isotope Production
Facilities Agreement (IPFA) proceedings involving AECL.

Fiscal 2012 Highlights

October 29, 2012

October 22, 2012

September 18, 2012

September 12, 2012

Nordion announced it had been granted permission to enter into molybdenum-99 (Mo-99)
supply negotiations with the Research Institute of Atomic Reactors (RIAR) and terminated its
Mo-99 supply agreement with Open Joint Stock Company “Isotope” (JSC Isotope) effective,
Qctober 26, 2012.

Nordion announced an extension of its contract until the end of 2015 with its largest
customer, Lantheus Medical Imaging, Inc. (Lantheus) to supply Mo-99.

Nordion announced the cancellation of its 2012 Normal Course Issuer Bid (NCIB). Nordion
had purchased and cancelled 71,120 common shares under this NCIB, representing
approximately 0.1% of the 62,118,021 common shares outstanding as of January 24, 2012.
During fiscal 2012, the Company also repurchased 398,500 common shares under its 2011
NCIB.

Nordion announced a strategic realignment of its business by transitioning Nordion to a




September 10, 2012

September 10, 2012

August 8, 2012

June 5,2012

May 9, 2012

April 24,2012

March 25, 2012
January 31, 2012

January 19, 2012

Fiscal 2011 Highlights

October 31, 2011

October 27, 2011

June 16, 2011

June 6, 2011

March 31, 2011
March 23, 2011
March 10, 2011

January 25, 2011

January 20, 2011

Business Unit model with two distinct Business Units (Targeted Therapies and Specialty
Isotopes).

Nordion announced the appointment of Jeff Brown to its Board of Directors.

Nordion announced the suspension of its quarterly dividend and its intention to cease
repurchasing shares under its NCIB.

Nordion announced it had been unsuccessful in its claim for specific performance or
monetary damages relating to Atomic Energy of Canada Limited’s (AECL) cancelled
construction of the MAPLE facilities.

Nordion voluntarily disclosed it was conducting an internal inquiry and investigation of a
foreign supplier and related parties focusing on compliance with the Canadian Corruption of
Foreign Public Officials Act and the U.S. Foreign Corrupt Practices Act.
Nordion announced it had extended its cobalt-60 (Co-60) contract with Zhongjin Irradiation
Co. Ltd. until 2014 and that it had signed a multi-year agreement with Japan Radioisotope
Association.

Nordion launched the Gamma Centre of Excellence.

Nordion announced the YES-P Europe-focused Phase I clinical trial for the TheraSphere®
liver cancer treatment.

Nordion launched custom doses for TheraSphere® in Europe and Canada.
Nordion announced the renewal of its NCIB.

Nordion announced it entered into a six-year Co-60 supply agreement with Synergy Health.

As at October 31, 2011 the Company had repurchased and cancelled 4,860,132 million
common shares for $52.4 million pursuant to its 2011 NCIB.

The Canadian Nuclear Safety Commission (CNSC) announced the renewal of the National
Research Universal (NRU) reactor licence until 2016.

Nordion awatded the contract for the STOP-HCC and EPOCH TheraSphere® Phase 111
clinical trials to Theorem Clinical Research.

Nordion announced it had secured a new three-year $75 million revolving credit facility.
Nordion completed the divestiture of MDS (Nordion) S.A. Belgium.

Nordion announced the STOP-HCC and EPOCH Phase I1I clinical trials for TheraSphere.
Nordion appointed Janet Woodruff and Sean Murphy to its Board of Directors.

Nordion announced it had entered into a five-year Co-60 supply contract with Sterigenics
International.

Nordion approved the introduction of a quartetly cash dividend policy and an initial quarterly

dividend of $0.10 per share was paid on April 1, 2011.



Nordion announced the reinstatement of a NCIB authorizing it to purchase for cancellation

up to 5,677,108 of its common shares.

January 5, 2011 Nordion announced it had extended its Mo-99 supply contract with Lantheus to 2013.

3.2. Business Focus

Nordion is a global health science company that provides market-leading products and services for the prevention,
diagnosis and treatment of disease. As a result of the sale of the Targeted Therapies business during fiscal 2013, the
Company operates one business unit, Specialty Isotopes, which includes two segments: Sterilization Technologies and
Medical Isotopes. Nordion previously operated Targeted Therapies as a separate business unit, ptior to its divestiture in
fiscal 2013.

Notdion’s business strategy is to maintain our market leading position and strong gross margins in the Sterilization
Technologies business, and to optimize the value of the Medical Isotopes business. The Company’s business strategy
builds upon its core competencies in manufacturing, logistics, and regulatory capabilities, leveraging its investments in
human capital and a wide distribution infrastructure. Nordion continues to focus on maintaining its leadership positions
and investing in products that are characterized by high margins and strong cash flows. As part of this strategy,
management, from time-to-time, considers other various strategic alternatives, including but not limited to corporate
reorganizations, and the acquisition or divestiture of certain assets or businesses.

With a view to enhancing shareholder value and creating new opportunities, the Company initiated a review of strategic
alternatives in January 2013. Jefferies LLC has been engaged to advise and assist in this review. The divestiture of the
Targeted Therapies business was a direct result of the strategic review, which is ongoing. The Company does not plan to
disclose or comment on developments regarding the strategic review process until further disclosure is deemed
appropriate. Nordion intends to continue with planned business activities and its current business strategy throughout
the strategic alternatives review process.
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4. DESCRIPTION OF THE BUSINESS
4.1. Overview

As a result of the sale of the Targeted Therapies business during fiscal 2013, as of October 31, 2013, the Company
operates one business unit, Specialty Isotopes, which includes two segments: Sterilization Technologies and Medical
Isotopes. These business segments are focused on the development, processing and timely shipment of radioactive
isotopes to provide products for the prevention, diagnosis and treatment of disease.

Entry into the Sterilization Technologies and/or Medical Isotopes business requires significant capital investment,
extensive process development and access to limited supplies of raw materials. The processing of raw isotopes is
dependent upon the availability of capacity in acceptable types of nuclear reactors and cyclotrons. Processing facilities
such as those operated by Nordion are centralized, capital intensive, and expensive to operate. In addition, due to the
nature of the materials handled by the facilities, government and environmental regulation are significant factors in the
business.

For the year ended October 31, 2013, Nordion’s consolidated revenues were $232.8 million compared with $244.8
million for the year ended October 31, 2012. This includes $36.3 million of revenue from the Targeted Therapies
business to July 13, 2013.

As of October 31, 2013, Nordion distributed its products in more than 40 countries.

4.2. Reportable Operating Segments

In September 2012, Nordion announced a strategic realignment of its business designed to focus on improving the
execution of Nordion’s business strategy. Nordion transitioned to a Business Unit model with two distinct business
units: Specialty Isotopes and Targeted Therapies, each of which was supported by centralized shared corporate
functions. The Specialty Isotopes business includes two segments: Sterilization Technologies and Medical Isotopes. The
ptimary change to the Company’s reporting was that Contract Manufacturing reporting was moved from Targeted
Therapies to Medical Isotopes. Prior years have been restated to teflect this change.

On July 13, 2013, Nordion completed the sale of its Tatgeted Therapies business to BTG, an international specialist
healthcare company based in London, United Kingdom. As a result of this sale, the Company now operates one
business unit, Specialty Isotopes, which includes two segments: Sterilization Technologies and Medical Isotopes.
Nordion previously operated Targeted Therapies as a separate business unit. While Nordion operated two business
segments as at the end of October 31, 2013, the Company continues to report operations as three business segments:
Sterilization Technologies, Medical Isotopes and historical Targeted Therapies, as well as certain corporate functions and
activities reported as Corporate and Other, in accordance with accounting principles generally accepted in the United
States of America.

The Company reports MDS Nordion S.A. as a discontinued operation in the Consolidated Statements of Operations for
the year ending October 31, 2011.

4.3. Specialty Isotopes — Sterilization Technologies

The Sterilization Technologies segment focuses on the prevention of disease through sterilization of medical products
and devices in their final packaging, as well as microbial reduction in food and consumer products.

Nordion is a leading supplier of gamma sterilization consumables and equipment: specifically, Co-60 and production
irradiators. Gamma sterilization is primarily used for sterilization of single-use medical devices and various other
applications including food irradiation. The global market for Co-60 is driven primarily by the growth in volume of
single-use medical devices needed to satisfy market requirements, and by movement towards or away from Co-60
sterilization versus other sterilization modalities. Nordion estimates 40% to 45% of the world’s single use medical
supplies, such as bandages, catheters and syringes, are sterilized with gamma irradiation. A number of consumer
products, including contact-lens solutions, cosmetics, and certain foods, are also irradiated with this
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technology. Management expects that the number of products that need to be safely and effectively sterilized will
continue to grow.

For the year ended October 31, 2013, Sterilization Technologies revenue was $96.1 million compared with $95.4 million
for the year ended October 31, 2012.

Product Overview and Industry Background

Gamma sterilization requires both equipment and consumables: production irradiators and Co-60, respectively. A
production irradiator is the infrastructure that makes up a part of a stetilization and warehousing operation. The
production itradiator houses Co-60, a radioactive metal. The products to be stetilized are moved from the extefior to the
interior chamber of the production irradiator where they are safely exposed to the radiation from Co-60. The radiation
passes through the products and destroys any contaminating micro-organisms, leaving the products untouched in their
original packaging. Nordion's customers include contract sterilizers who sterilize products on behalf of manufacturers,
medical device manufacturers, food exporters or processors, and consumer goods manufacturers. Nordion estimates
that approximately 80% of the installed Co-60 in the world is used for the sterilization of single-use medical devices.

While there has been a general trend towards outsourcing sterilization to contract sterilizers, some medical device
manufacturers continue to invest in sterilization facilities for their own use. The primary drivers for these manufacturers
to build their own facilities are a desire to reduce the cost of inventory, improve turnaround time, and have control of
the product and sterilization process at all times. Contract sterilizers provide sterilization services to medical device
manufacturers who either do not have sufficient product volumes to warrant the investment in their own sterilization
facility or who have chosen not to make such an investment.

The medical device and sterilization markets in the U.S., Europe and Japan are the largest in proportion to the rest of the
wortld and are considered to be matute. The regulatory environment is well defined for the construction and operation
of facilities and for the transportation of Co-60 in these markets. The sterilization modality share has also been relatively
stable in these markets.

Drivers for growth in developing markets, such as in Central and South America and Asia-Pacific, are typically large
populations with potential for increased consumer spending, and the availability of inexpensive skilled and unskilled
labour to attract manufacturing and other business from more developed countries. The potential increase in regulatory
requirements to address the environmental impact and the use of sterilization modalities competitive to Co-60 in these
regions, presents potential opportunity for Co-60 in the medium to longer term. Another characteristic of developing
markets is that there tends to be a higher proportion of non-medical products processed using Co-60, such as food and
consumer products. The majority of new production irradiators currently being built are in the developing markets.

The food irradiation market segment is characterized by higher growth, although it accounts for a small proportion of
the installed irradiation capacity. Today, food irradiation is utilized in the U.S. and Europe mostly for reducing or
eliminating harmful microotganisms in spices, which have been irradiated in the U.S. for over a decade, and in the
developing economies for phytosanitary purposes (elimination of pests in fresh produce), shelf life extension and
microbial reduction purposes. The technology is endorsed by the Wotld Health Organization, United Nations Food and
Agriculture Organization, the FDA, the National Aeronautics and Space Administration, and the American Medical
Association. Globally, food irradiation is increasingly being adopted by countries in regions that are focused on both
safety of their food supply and export (e.g. Asia-Pacific and Central and South America).

Products/Services

The primary product Nordion sells in its Sterilization Technologies segment is Co-60. Co-60 is a radioactive metal that
emits radiation that sterilizes items by destroying any contaminating micro-otganisms. Co-60 has a half-life of just over
five years; therefore processing and shipping efficiency are less time-sensitive for this isotope than for isotopes used in
medical imaging and radiopharmaceuticals. Co-60 is produced by placing Cobalt-59 (Co-59), the most common form of
Cobalt, into a nuclear power reactor to be irradiated. The radiation in the nuclear reactor converts the Co-59 to Co-60.
Co-60 is produced in some types of nuclear reactors that are used to generate electricity. Depending on the type of
reactor and the location of the Co-59 in the reactor, it takes between 18 months and five years (typically 18 to 30 months
in Canada and approximately five years in Russia) to convert sufficient Co-59 into Co-60. Therefore, forecasting supply
and working closely with suppliers to manage the amount and timing of shipments is important in this part of the
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business. The Co-60 is then shipped to Nordion’s Ottawa facilities where it is processed and doubly encapsulated to
form “pencils” with specific levels of radioactivity. Co-60 is sold by its level of radioactivity, measured in curies.

Notdion also designs, installs, and maintains production irradiator facilities. These facilities house the Co-60 and are part
of the sterilization operations infrastructure. Production irradiators include the shield, a seties of conveyors, and control
systems, and are designed to expose products to the correct dosage of gamma radiation in a safe and efficient manner.
While Nordion designs and project manages the construction and installation of production irradiators, the Company
outsources the majority of their construction to third parties.

Delivery of a production irradiator is usually accompanied by an initial shipment or “loading” of Co-60. Resupply or
replenishment of Co-60 is required from time-to-time, as the radioactivity level of Co-60 declines at a rate of
approximately 12% per year. Co-60 is delivered to customers using Notdion-designed and internationally approved
transport containers and procedures.

As of October 31, 2013, Nordion had designed and built more than 120 of the estimated 180 large scale production
irradiators currently operating globally. The Company considers its share of the installed base and the longevity of
customer relationships to be competitive advantages.

In May 2012, Nordion launched the Gamma Centre of Excellence (GCE) in Laval, Quebec, in support of its mandate to
foster the growth of the gamma irradiation market through new applications. The GCE focuses on applied research and
development, training and specialty gamma processing for industrial and academic customers from across Canada and
around the world. The GCE offers world-class R&D, specialty contract itradiation services and training to Nordion's
customers and partners, and develops gamma irradiation processes for new or challenging products and materials. These
activities are intended to enable the use of gamma irradiation for a broader range of future products and position
Notdion as an expert in and a partner of choice for gamma processing, application development and training.

In December 2011, the GammaFIT™, a Flexible Irradiation Technology modular irradiator, became commercially
available. The GammaFIT is 2 market-entry irradiator offering lower capital investment, and is designed for optimum
processing and flexibility to support futute growth, The GammaFIT enables customers to start off with a lower cost
configuration, and has the flexibility to be scaled up and increase throughput as processing volume and needs grow.
Because many smaller companies are discouraged from entering the sterilization business due to the large initial capital
investment in equipment, Management believes that the GammaFIT may provide a more affordable product that could
be used in new Co-60 markets for Nordion, particularly Latin-America and Asia.

Nordion also sells small quantities of highly active Co-60 used in medical equipment as radiation sources for cancer
treatments. In this application, gamma rays are used in an effort to damage tumour cells and kill them. Today, Co-60
remains a critical part of treatment for brain and other cancers because it is reliable and easy to use.

Co-60 Supply

The amount of Co-60 supply is currently limited by the number of power reactors that are available to produce it.
Receipt of Co-60 tends to vary on a quarterly basis, due primarily to the length of time required to convert Co-59 into
Co-60, the limited number of facilities in which this can be done economically, and the timing of the removal of Co-60
from reactors. The Canadian reactors that supply Co-60 have to be shut down for routine maintenance during defined
times of the year; Co-60 is removed during these scheduled maintenance periods. As the reactors’ primary purpose is to
generate electricity, they traditionally shut down in the spring and fall. The Company expects cutrent inventory and
expected supply to be sufficient to meet demand anticipated over the next several years.

The majotity of Nordion’s raw Co-60 material is produced under long-term supply contracts with nuclear power
suppliers including Bruce Power L.Ph. (Bruce Power), Ontario Power Generation (OPG), and The Open Joint Stock
Company “Isotope” (JSC Isotope), which receives its Co-60 from Russia’s State Atomic Energy Cotporation “Rosatom”
(RosAtom), the operator of Russia’s nuclear power plants. Bruce Power supplies the largest share of Nordion’s Co-60
from four reactors under an exclusive contract with Nordion that extends to 2018. OPG’s exclusive Co-60 contract with
Nordion extends to 2020. The contract with JSC Isotope, the subsidiary of Rosatom, for the supply of Co-60 to
Nordion extends to 2024.
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A significant portion of the world’s supply of Cobalt-60 is produced in Ontario, Canada in multiple reactor units. The
Ontario provincial government has articulated its long-term energy strategy, which involves the refurbishment of some
nuclear capacity. Some of the reactor units that produce Cobalt-60 are expected to be included in this strategy. However,
specific timelines for refurbishment of reactors has not yet been determined. In Ontario, the Ontario Power Authority
has the mandate to plan reactor operations in such a way as to maintain maximum capacity.

Nordion continues to work closely with CANDU reactor operators to monitor refurbishment schedules, and to evaluate
opportunities for an increase in Co-60 production from both Russian and CANDU reactors.

The variability of Co-60 supply from nuclear reactors may impact revenue based on the timing of the discharge of Co-60
from the reactors. In addition, the timing of revenue is impacted by the Company’s customers’ abilities to receive supply
from Nordion, as customers must shut down their production irradiators in order to install new Co-60. Customers
generally schedule installation of new Co-60 supply into their production irradiators when their irradiation demands are
lower.

Competition

Competition in the sterilization technologies market is affected by the ability of suppliers to source Co-60, manage their
inventory of Co-60, and transport their Co-60 around the world. While sourcing, delivery and logistics are advantages for
Nordion in North America, the most significant competition in the supply of Co-60 comes from REVISS Services
(U.K.) Ltd., based in England. REVISS acquires Co-60 from Russian and Argentine sources and over the past 25 years
has supplied customers in many countries. In June 2010, the first quantities of Co-60 produced by China Isotope
Corporation (CIC) were removed from the Third Qinshan Nuclear Power Company Ltd (TQNPC) reactors, creating a
third, but currently regional, competitor for the supply of Co-60. The Company’s primary competitors in the
construction of production irradiators are contract sterilizers who build their own production irradiators, including
Sterigenics and Synergy Health, and companies that are currently building a number of new production irradiators in
Asia.

Competition also comes from alternative sterilization technologies, the most significant of which are Ethylene Oxide
(EtO) and electron-beam technologies. Balchem Corporation is the only EtO supplier in the U.S., with many smaller
players serving other markets. Ion Beam Applications, S.A. is one of the major manufacturers of electron-beam
sterilization technologies. Management believes that Co-60 based sterilization technologies continue to have certain
advantages over these alternative technologies for a number of applications. Major advantages that gamma sterilization
has over EtO include allowing for the immediate release of the product without wait times, and that gamma sterilization,
unlike EtO, does not result in toxic residues that can remain on products after sterilization. Major advantages that
gamma stefilization has over electron-beam sterilization include gamma being able to sterilize all densities of product,
while electron-beam is only applicable to low density products. In addition, the penetration power of gamma rays is
significantly higher than the power of competing modalities, so it can be used to sterilize large volumes of product
without dismantling the product packaging. Thete are a significant number of industrial sites that exclusively use Co-
60. Notdion estimates that the sterilization modality shares remain fairly stable in the developed economies, but may be
subject to a shift in favour of gamma in the emerging economies, such as China, if increased environmental regulations
emerge for the use of EtO. These regulations may not come into effect for a number of years, but, if implemented, they
could have a similar impact as they had in North America when they came into effect, making gamma use more cost
competitive relative to EtO.

Co-60 source production requires large capital expenditures for the building of hot cell facilities, container licensing,
transportation route development, and enteting into long-term Co-60 supply agreements with reactor owners. Nordion
has a license to the production technology to allow CANDU reactots to be modified to allow for Co-60 irradiation. The
CANDU reactors are manufactured by SNC Lavalin, as SNC Lavalin acquired the CANDU division from AECL in
2011.

Strategic Achievements
During fiscal 2013, Nordion maintained its market leading position and strong margins in the gamma sterilization
market, meeting customers’ demands on timing and quantity of Co-60 shipments. Nordion further strengthened its

position as an expert in gamma irradiation through its involvement with multiple important collaborations through the
GCE, such as the collaborations with DuPont Medical Packaging and Adesto Technologies.
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Nordion also further strengthened its position as an industry leader through invited participation in meetings and on
committees such as the International Atomic Energy Agency (IAEA) consultancy meetings on critical regulatory topics
and through our work representing Canadian companies at the International Standards Organization (ISO) standards
committees.

4.4. Specialty Isotopes — Medical Isotopes

Nordion is a global supplier of medical isotopes in this market segment of the nuclear medicine industry. The most
common uses of medical isotopes are for the diagnosis and risk stratification of patients at risk for coronary artery
disease, and in oncology to detect, stage, and treat cancer. The most common medical isotope in use today in nuclear
medicine is Technetium-99m (Tc-99m), which is derived from Mo-99, one of Nordion’s most commonly purchased
products. According to the World Nuclear Association, approximately 30 million procedures using Tc-99m are
performed each year, accounting for 80% of all nuclear medicine procedures worldwide.

Both the overall increases in healthcare spending and population growth have an impact on the growth in the utilization
of diagnostic tests. Sales of medical isotopes do not follow any notable seasonal patterns or other cycles, and demand is
relatively constant. The short half-life of the isotopes used for medical purposes, typically measured in hours, limits the
ability of any market participant to build significant inventories.

Nordion is also a contract manufacturer for two commercially available radiopharmaceuticals: TheraSphere®, a liver
cancer therapy manufactured for BTG, and Bexxar®, a GlaxoSmithKline, Inc. (GSK) product for the treatment of non-
Hodgkin’s lymphoma. The Company also manufactures NAV5001, a diagnostic imaging agent used to detect
Parkinsonian Syndromes and Dementia with Lewy Bodies, for Navidea Biopharmaceuticals.

For the year ended October 31, 2013, Medical Isotopes revenue was $100.3 million compared with
$101.0 million for the year ended October 31, 2012. Nordion reports three product lines in its Medical Isotopes
business: Reactor isotopes, Cyclotron isotopes, and Contract Manufacturing.

Product Overview and Industry Background

A radioactive isotope, or radioisotope, is a form of a chemical element that emits energy in the form of radiation during
its decay to a stable form. Radioisotopes have important uses in medical diagnosis, treatment, and research, and are
referred to as medical isotopes. Medical isotopes are used in many hospitals or imaging centers around the world for
medical imaging and targeted therapies and have been used for more than 30 years.

Radioisotopes are used for medical imaging diagnostic procedures because of their ability to emit radiation.
Radioisotopes used in medical imaging decay rapidly and emit high energy photons that can be detected by Single
Photon Emission Computed Tomogtaphy (SPECT) or Positron Emission Tomography (PET) cameras. When
formulated in combination with chemical compounds that are attracted to, or accumulate in, particular cells, these
isotopes can aid physicians to create images of the functioning tissues and organs of the body. These images can then be
used in the identification, monitoring and treatment of disease. Certain types of radioisotopes can be used alone to
deliver radiation therapy directly to cancerous cells.

Processing raw radioisotopes into medical isotopes that are in a form suitable for the intended medical use is highly
specialized. Many medical isotopes have a half-life of several hours to several days. Half-life is the time it takes for the
level of radiation from a radioisotope to reduce (or decay) to half its initial level. While this is an important medical
characteristic, it imposes constraints on the manufacturing process and the logistics procedures needed to deliver refined
product to Nordion’s customers, radiopharmaceutical manufacturers. Secutity of logistics is a key customer concern due
to the short lifespan of the products; hence, efficient and safe transportation systems are vital components of this
business. Management believes that the Company’s strength in manufacturing and logistics creates a competitive
advantage.

Nordion also manufactures radiophatmaceuticals at its facilities on behalf of customers who own such products.

Nordion manufactures the radiopharmaceutical products, which include medical isotopes, and delivers them directly to
radiopharmacies, hospitals or clinics. Each of the radiopharmaceutical products manufactured by Nordion is
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manufactured in its own customized facilities that are designed to meet pharmaceutical regulatory manufacturing
requirements.

Products/Services

Reactor and Cyclotron Isotopes

Nordion’s Reactor and Cyclotron radioisotopes are sourced from nuclear reactors and cyclotrons, respectively. Nuclear
reactors are commonly used to generate electricity; however, the nuclear reactors that produce medical isotopes are
typically smaller reactors that are used for multiple purposes, including research and radioisotope production. These
research reactors are generally owned by government entities in the countries in which they operate. Nuclear reactors
produce energy and radiation through the fission of reactor fuel, which typically contains Uranium-235 (U-235).

Cyclotrons are machines that use electricity to accelerate subatomic particles in a circular path to increase the particles’
energy. Cyclotrons come in various sizes and are generally owned by the medical isotope producer. Academic or
government-owned cyclotrons that ate used for research may also be used in medical isotope production.

Medical isotopes are produced by placing material, commonly referred to as a target, in a reactor or cyclotron. When the
target is irradiated (bombarded by high energy particles from a reactor or cyclotron), a physical reaction occurs that
changes a portion of the target material into a radioisotope.

Nordion’s primary product is Mo-99, which is produced in nuclear research reactors. Nordion purchases Mo-99 in a
non-purified form, and transports it to its facilities in Ottawa, Canada, for further processing. Currently, Nordion’s
principal source of such isotopes is the NRU reactor, which is operated by AECL. After Nordion processes the Mo-99,
it is sold to the Company’s customers, radiopharmaceutical manufacturers, as a medical isotope. Mo-99 naturally decays
into Tc-99m. Radiopharmacentical manufacturers use Mo-99 to manufacture Tc-99m generators, which allows the end
user to obtain Tc-99m. Tc-99m is combined with chemical compounds to form radiopharmaceuticals that are used in
imaging procedures to diagnose heart disease and certain forms of cancer.

The targets used to produce Mo-99 are made from U-235. Uranium targets used in isotope production are classified as
highly enriched uranium (HEU) or low-enriched uranium (LEU), depending upon their concentration of U-235. Targets
with a concentration of U-235 below 20 percent are considered to be LEU targets. Up to 2010, all major producers of
Mo-99 used reactors with targets made from HEU (sce Section 4.4 - Specialty Isotopes — Medical Isotopes — Recent
Industry Trends). Mo-99 can also be genetated from LEU targets, by irradiating other material in a nuclear reactor or by
irradiating material using cyclotrons or other accelerators.

In 2010, South Africa’s NTP and the Australian Nuclear Science and Technology Organization (ANSTO) both began
the production of Mo-99 using both LEU fuel and targets. The NRU teactor uses LEU fuel and HEU targets, however,
it has not been retrofitted to irradiate LEU targets.

Other key reactor isotopes processed by Nordion include Xenon-133 (Xe-133) (used in lung imaging), I-131 (used to
image and treat hyperthyroidism, thyroid cancer and non-Hodgkin’s lymphoma), Iodine-125 (I-125) (used to treat
prostate cancer) and Yttrium-90 (Y-90) (used to treat liver cancer and non-Hodgkin’s lymphoma).

Notdion also manufactures and processes cyclotron isotopes, including Iodine-123 (1-123) (used to diagnose thyroid
disease), Thallium-201 (T1-201) (used to diagnose and assess risk of coronary artery heart disease), Palladium-103 (Pd-
103) (used to treat prostate cancer), Strontium -82 (Sr-82) (used in CardioGen-82® manufacturing), Indium-111 (In-111)
and Gallium-67 (Ga-67) (In-111 and Ga-67 are used to diagnose cancer) at its facilities in Vancouver, Canada.

Medical isotopes are typically sold in curies, a measute of the amount of radioactivity of a radioisotope, or fractions of
curies. Medical isotopes are typically processed into small quantities of liquid and packaged into vessels that include
radiation shielding to protect personnel shipping and receiving the material.

Nordion purifies medical isotopes using its proprietary manufacturing processes to meet regulatory requirements for

manufacture of active pharmaceutical ingredients used in radiopharmaceuticals. The medical isotopes are shipped in
highly specialized proprietary containets to customers around the world, primarily using air transportation.
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Contract Manufacturing

Nordion is a contract manufacturer for two commercially available radiopharmaceuticals: TheraSphere® and Bexxar®
(lodine 1-131 Tositumomab). The Company also manufactures NAV5001 a diagnostic imaging agent used to detect
Parkinsonian Syndromes and Dementia with Lewy Bodies, for Navidea Biopharmaceuticals.

TheraSphere®

On July 13, 2013, Nordion completed the sale of its Targeted Therapies business to BTG. The sole product in the
Targeted Therapies business was TheraSphere.

As part of the sale of Targeted Therapies, Nordion signed a2 Manufacturing and Support Agreement (MSA) to continue
manufacturing TheraSphere with a contract term of three years, with up to a two-year extension at BTG’s option. The
MSA, which became effective as of the close of the sale of the Targeted Therapies business, is reported under the
Contract Manufacturing product line.

TheraSphere treatment involves injecting tiny radioactive glass beads through a catheter so that they will lodge in
cancerous tumors in the liver. The radioisotope used in this treatment is Y-90.

TheraSphere is produced from glass beads containing a target material that is converted into Y-90 when the beads are
irradiated (placed in a source of radiation) in a research reactor. The glass beads are then processed and dispensed into
unit doses at Nordion facilities, and then shipped directly to hospitals and clinics globally to be used for patient
treatment.

Bexxar®

Nordion manufactures Bexxar® for GSK. Nordion has been manufacturing Bexxar under contract with GSK for the
last nine years.

In fourth quarter fiscal 2013, GSK announced that they will be discontinuing the manufacture and sale of Bexxar on
February 20, 2014.

Discontinuation of CardioGen-82®

CardioGen-82® is a cardiovascular PET imaging generator. The medical isotope Strontium-82 (Sr-82) is used in
CardioGen-82 and there are limited quantities of St-82 available globally. Nordion manufactures a portion of the St-82
used in the manufacture of CardioGen-82 in a cyclotron at its Vancouver facilities and at another high energy cyclotron
that Nordion has contracted for irradiation services.

Nordion manufactured the first batch of CardioGen-82 generators for Bracco Diagnostics Inc. (Bracco) in June 2009
but halted the manufacturing of CardioGen-82 in its second quarter of fiscal 2011 due to a manufacturing process
change relating to component modifications with a third party supplier.

In fourth quarter fiscal 2013, Nordion received notice from Bracco informing the Company that Bracco did not intend
to resume commercial supply of the CardioGen-82 generator from Nordion.

While Nordion had been supplying Sr-82 to Bracco’s other contract manufacturer of CardioGen-82 to support the
reintroduction of CardioGen-82, the Company stopped shipments in its third fiscal quarter of 2012 as Bracco was
investigating a variation of radioactive isotope measurements in the field with respect to Sr-82 that Nordion had
supplied. Nordion restarted Str-82 supply to the CardioGen-82 manufacturer in second quarter fiscal 2013 and expects to
continue to supply St-82 for CardioGen-82.

Recent Industry Trends

Nordion’s Medical Isotopes segment is impacted by both the global demand for radiopharmaceuticals used for the
diagnosis and treatment of disease, as well as events within the medical isotopes industry.
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Some of the key drivers that are increasing the global demand for radiopharmaceuticals include: the improvement of
healthcare systems and standards in developing countries, including increased access and reimbursement for medical
procedures and treatments in these countries; the aging of the population, particulatly in many of the developed
countries; and increased incidence of chronic disease and disease related to obesity and other factors.

There are also a number of factors that are reducing global demand for radiopharmaceuticals. There has been an
increased focus in the medical community on reducing the amount of exposure to radiation, which may result in a
reduction in the number of nuclear medicine scans that are performed. There is also an increasing focus on the critetia
used by physicians in refetring patients for nuclear medicine scans, with an emphasis on ensuring that only those patients
who truly need a nuclear medicine scan receive one.

Governments in the U.S., Canada, Europe and elsewhere in the world have recognized the benefits of medical
procedures that help provide for early diagnosis of disease and generally support reimbursement of these procedures,
which in turn encourages use by physicians and patients. In 2013, the medical isotopes industry began to stabilize in a
market environment that was impacted by a global medical isotopes shortage in 2010. Significant events and trends in
the medical isotopes matket are described below.

Medical Isotopes Supply and Demand

In 2013, the medical isotopes industry began to stabilize following several changes to the supply and demand market
environment.

The majority of the global commercial supply of medical isotopes has historically been produced by five nuclear multi-
purpose research reactors, all of which are more than 40 years old. These five reactors are the AECL’s NRU reactor in
Chalk River, Canada; the European Commission’s High Flux Reactor (HFR) in Petten, Netherlands; the Centre d’Etude
de PEnergie Nucléaire’s Belgian Nuclear Radiopharmacy Centre (BR2) in Mol, Belgium; the Commissariat 2 'Energie
Atomique’s Osiris reactor in Saclay, France; and the Nuclear Energy Corporation of South Africa’s NECSA), SAFARI-
1 reactor in Pelindaba, South Africa, operated by N'TP. The key isotope produced by these reactors is Mo-99.

Over the past several years, two of these reactors — the NRU reactor in Canada and the HFR in the Netherlands — have
each been shut down for extended periods of time. The most recent unplanned extended shutdown of the NRU reactor
occutred from May 2009 until August 2010.

Histotically, the NRU reactor and HFR have supplied the majority of medical isotopes globally. As a result of these
shutdowns, there have been several periods during which there has been a global shortage in the supply of medical
isotopes, and in particular, of Mo-99.

During the 15-month extended NRU outage in 2009 and 2010, a number of changes took place in the medical isotope
market impacting global demand for Mo-99. These changes continued through fiscal 2011 and fiscal 2012, until demand
began to stabilize in fiscal 2013. These changes included:

e  Optimized utilization of Tc-99m generators manufactured from Mo-99, which have a very short shelf life, by
matching the scheduling of patient treatment with the delivery of Tc-99m generators by radiopharmaceutical
manufacturers to end users, to the delivery of Mo-99 from processors to the radiopharmaceutical
manufacturets; and,

e Increased pricing of Mo-99 compated with historical levels.

Since 2010, in addition to the Mo-99 market being negatively impacted by lower overall demand, the following items
have negatively impacted demand for Nordion’s products, specifically:

e Nordion’s customers have diversified their supply. Historically, customers purchased all or a large majotity of

their Mo-99 requirements from Notdion. Now, however, they purchase only a portion of their requirements
from the Company;
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® The Canadian Nuclear Safety Commission (CNSC) mandated an annual one-month planned shut-down of the
NRU reactor, during which time Nordion’s customers need to obtain alternate supply. This is a recurring period
during which Nordion cannot supply Mo-99;

e Changes in Nordion’s customers’ market share for Tc-99m generators;

* Increased capacity of global Mo-99 supply in the market, including from the Australian Nuclear Science and
Technology Organization (ANSTO), which announced expansion plans for its Mo-99 production facility
scheduled to be completed by 2016; and

® Commitments from European nations (France, Belgium, and the Netherlands) toward converting medical
isotope production to the use of LEU from HEU by 2015,

In the past three years, there has been sufficient global supply to meet demand. Some reactors have expetienced
extended disruptions in supply, however, such as the interruptions at HFR during 2013. In addition, NTP experienced a
supply interruption in 2013. A distuption was also been expetienced at a European processing facility in 2013. Nordion
has demonstrated the ability to supply spot orders to customers during these supply disruptions.

Irradiating HEU targets is currently the most prevalent way to produce Mo-99. Many countries, led by the U.S., are
working to eliminate the export and use of HEU and convert to LEU due to concerns over the proliferation of nuclear
weapons and safety.

In this regard, the American Medical Isotopes Production Act of 2011 (S.99), is intended to develop a reliable domestic
U.S. supply of Mo-99 for medical isotopes production and to phase-out the export of HEU for medical isotopes
production. The Act authorizes the U.S. Department of Energy to work with U.S. companies to develop domestic
supply. The legislation proposes no further exports of HEU from the U.S. within seven years but allows for a six-year
extension of this transition period under certain conditions, including insufficient supply of non-HEU-based isotopes.

The Organisation for Economic Co-operation and Development (OECD) predicts that due to the expected exit of
major reactors from the supply chain in 2015 and 2018, combined with the expected conversion to LEU targets in 2015
by many existing reactors, the supply of bulk Mo-99 from current processors may be insufficient by as early as 2016. The
OECD has provided guidelines to help resolve the issues in the M0-99 and Tc-99m market and improve the reliability of
supply as published in its September 2013 report titled The Supply of Medical Radioisotopes.

Governments of several countries have been increasing the funding of domestic and foreign projects both to support
reliable isotope supply and the conversion to non-HEU-based supply of Mo-99. These projects, which cutrently are at
various stages from assessment to implementation, include converting existing reactors to produce Mo-99, converting
reactors from the use of HEU to LEU, developing new reactors ot other technologies, and building new processing
facilities.

In 2010, South Africa’s NTP and Australia’s ANSTO reactors began the production of Mo-99 using both LEU fuel and
targets. The NRU reactor uses LEU fuel and HEU targets as the NRU reactor has not been retrofitted to irradiate LEU
targets.

As a result of the disruptions in the supply of medical isotopes and the potential impact of the focus on conversion to
non-HEU-based medical isotopes, the North American medical isotopes industry is working toward developing new
technologies for viable long-term supply alternatives to produce medical isotopes in addition to medical isotopes
produced by methods other than nuclear reactors, such as cyclotrons. LEU conversion efforts are underway by Mo-99
processors in Europe working with their respective reactors that irradiate U-235 targets.
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Nordion’s Supply of Medical Isotopes

NRU Reactor

Nordion’s principal source of Mo-99 is the existing NRU reactor located in Chalk River, Canada, which is owned and
operated by AECL. In October 2011, the CNSC renewed the AECL Chalk River Laboratories Operating Licence until
2016. The licence covers a broad range of nuclear activities and facilities, including the operation of the NRU reactor.

The NRU reactor underwent a planned maintenance shutdown from April 14 to May 14, 2013. During the majority of
this time, Nordion did not receive supply of reactor isotopes. This shutdown went as scheduled and Notdion resumed
supplying its customers at the end of the shutdown as planned. The Company expects the NRU reactor to undergo a
shutdown in or around April 2014 for annual planned maintenance activities.

As previously noted, the NRU reactor restarted in August 2010, following a 15-month shutdown for the purpose of
repairing the reactor vessel. While AECL was granted a licence extension to 2016 and could potentially be granted a new
licence in 2016 to continue operation beyond that time, members of the Government of Canada, including the Prime
Minister, have stated that the NRU reactor will stop HEU-based medical isotope production in 2016 and Nordion’s
current amended and restated isotope agreement with AECL contemplates the supply of isotopes ending in 2016,
subject to the eatly termination rights of the parties and any extension of the agreement by mutual agreement of the
parties.

The Company is assessing potential supply options. For a supply option to be viable it must provide reliable supply, in
sufficient quantities, and be economical and available prior to 2016. In addition, as the majority of the Company’s
current sales of reactor-based isotopes are to the U.S., the supply may also be required to be from a non-HEU source to
meet future U.S. regulations. There are a limited number of reactors in the world producing commercial quantities of
Mo-99. Nordion continues to explore supply alternatives to mitigate the lack of supply from AECL, for both back-up as
well as long-term supply of reactor-based medical isotopes post 2016. The Company cannot be certain it will be able to
secure an additional or alternate source of commercial supply that meets its criteria.

LE Facilitie m ith AECL

In 1996 Nordion entered into an agreement with AECL that provided for ongoing interim supply from the NRU
reactor, and provided for AECL to design, develop, construct and operate two nuclear reactors and a processing centre
(the MAPLE Facilities), which wete to be owned by Nordion.

By 2005, the project had not yet been completed and the Company entered into mediation with AECL. In 2006, both
parties agreed to a new agreement in which AECL assumed complete ownership of the MAPLE Facilities and took
responsibility for all costs associated with completing the facilities and all associated ownership responsibilities including
maintenance, repait, production of isotopes, and decommissioning of the MAPLE Facilities. Pursuant to the 2006
Agreement, the MAPLE Facilities were required to meet certain operational criteria by October 31, 2008 and the parties
retained certain rights related to existing claims.

On May 16, 2008, AECL and the Government of Canada announced their intention to discontinue AECL’s work on the
MAPLE Facilities and on July 8, 2008, Nordion served AECL with Notice of Atbitration proceedings seeking an order
to compel AECL to fulfill its contractual obligations to complete the MAPLE Facilities, and, in the alternative and in
addition to such order, seeking significant monetary damages.

On September 10, 2012, Nordion announced that it was unsuccessful it its claim for specific performance or monetary
damages relating to AECL’s cancelled construction of the MAPLE facilities.

Subsequent to the arbitration ruling, Nordion received AECL’s submission for arbitration-related costs of C$46 million.

In 2008, Nordion also filed a court claim against AECL and the Government of Canada. Nordion was seeking against
AECL (i) damages in the amount of C$1.6 billion for negligence and breach of contract relating to the 1996 Agreement;
and (i) interim, interlocutory and final orders directing AECL to continue to supply radioisotopes under the 2006
Agreement, pending any final judgment and completion of the MAPLE Facilities; and, against the Government of
Canada, Nordion was secking (i) damages in the amount of C$1.6 billion for inducing breach of contract and
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interference with economic relations in respect to the 2006 Agreement; (i) an order that Nordion may set off the
damages owing to it by the Government of Canada as a result of the Government’s conduct against any amounts owing
by Nordion to the Government of Canada under the Facilities Development and Construction Funding Agreement
(FDCFA), a loan agreement between the Government of Canada and Nordion for C$100 million; and (jii) an interim
and intetlocutory order suspending any payments that may be owing to the Government of Canada under the FDCFA
pending the determination of the issues in the litigation and an interim or interlocutory order requiring the return of all
security instruments delivered in connection with the FDCFA.

Although the arbitrators did not rule on the issue, the view of the majority was that a breach of contract by AECL did
not occur under the 2006 Agreement. The arbitration decision under the 2006 Agreement left it open for Nordion to
pursue its ongoing lawsuit against AECL in the Ontario courts in relation to the 1996 IPFA. On January 18, 2013,
Nordion filed an amended statement of claim in relation to the IPFA, trequesting damages in the amount of C$243.5
million for negligence and breach of the IPFA, as well as pre- and post-judgment interest and costs. The damages
claimed were for the recovery of Nordion’s costs up to the end of the IPFA, net of certain amounts settled between
Nordion and AECL at the time of entering into the ILTSA. Having regard to the majority opinion in the arbitration
under the 2006 Agreement, the amended statement of claim filed by Nordion under the IPFA no longer included the
Government of Canada and the damages claimed were substantially lower than in the original statement of claim.
During the first quarter of fiscal 2013, Nordion and the Government of Canada agreed to the discontinuance of the
IPFA action against the Government of Canada without costs. On April 15, 2013, AECL filed a statement of defense
and counterclaim. In its counterclaim, AECL sought $80 million in damages based on a claim against Nordion for
unpaid construction charges.

On August 20, 2013, Nordion announced that it had entered into a comptehensive settlement agreement with AECL to
resolve the outstanding claims between both parties related to the MAPLE facilities.

Under the terms of the settlement agreement, Notdion received C$15 million in cash from AECL, and AECL released
its C$46 million claim against Nordion for arbitration costs. Nordion correspondingly withdrew it MAPLE-related
lawsuit against AECL in relation to the IPFA and the parties released each other from claims relating to the IPFA and
related litigation. The release of claims included Nordion’s claim for damages against AECL under the IPFA of
approximately C$243.5 million and AECL’s IPFA counterclaim for damages against Nordion of $80 million. The parties
also entered into an amended and restated isotope supply agreement with a term until 2016, and a waste management
services agreement with a term until 2026.

The amended and restated isotope supply agreement is a non-exclusive agreement for medical isotope supply by AECL
to Nordion, which has a term ending October 31, 2016. The supply agreement may also be eatlier terminated upon,
among other things, Nordion establishing a satisfactory alternative supply of isotopes, the permanent shutdown of
AECL’s isotope production facilities, Nordion’s failure to meet minimum purchase quantity and any force majeure that
continues for a period of more than two years. The primary cost of supply of medical isotopes continues to be
determined based on a revenue share methodology. In addition, Nordion entered into an agreement to continue waste
disposal services from AECL until October 31, 2016.

Nordion continues to explore supply alternatives to mitigate the lack of supply from AECL, for both back-up and the
long-term supply of reactor-based medical isotopes post 2016.

In September 2010, the Company signed a framework agreement with JSC Isotope. The framework agreement allows
Nordion and JSC Isotope to explote and define areas of collaboration in the field of supply, matketing and sales of
isotopes, including medical isotopes produced in Russia.

In October 2012, Nordion and JSC Isotope jointly agreed that their Mo-99 supply agreement structure was no longer
appropriate and terminated the Russian Mo-99 supply agreement they had entered into in September 2010. The 2010
framework agreement remains in effect. In addition, Nordion had been granted special permission by JSC Isotope to
enter into a negotiation directly with the Research Institute of Atomic Reactors (RIAR) for the supply of Mo-99 from
RIAR’s reactors in Dimitrovgrad, Russia. As of the date of this AIF, Nordion is no longer pursuing discussions with
RIAR for the supply of Mo-99.
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Demand for Nordion’s Medical Isotopes

As of the date of this AIF, Nordion estimates its curtent share of the global Mo-99 matket to be in the mid- to high-
teen range in terms of weekly Mo-99 sales volumes. However, Nordion may see fluctuations in its market share, from
time to time, as it does provide back-up supply during supply disruptions of other major commercial reactors that supply
Nordion’s competitors.

Lantheus is Nordion’s largest customer, purchasing the majority of the M0-99 that the Company sells. Lantheus
accounted for 15%, 21%, and 22% of the Company’s total revenue in fiscal 2013, 2012, and 2011, respectively.

In January 2011, the Company announced it had extended its contract with Lantheus until December 2013 for the
supply of Mo-99. On October 22, 2012, Nordion announced it had extended its contract with Lantheus for the supply
of Mo0-99 for an additional two years until the end of 2015. However, Lantheus has stated that it has proactively
implemented a diversification strategy for its supply of Mo-99.

Competition

Significant capital and logistics investments are required to successfully compete in the medical isotopes market, and the
Company’s view is that its established position is a competitive advantage. Since Mo-99 is the most significant medical
isotope globally, the majority of competition faced by the Company in the Medical Isotopes business is in this product
categoty. Major Mo-99 competitors include: Mallinckrodt Pharmaceuticals (Mallinckrodt), based in Ireland; Institute
National des Radioéléments (IRE) of Belgium; and NTP of South Africa. Mallinckrodt uses the majority of the Mo-99 it
processes in the Tc-99m generators it manufactures, and therefore also competes with Nordion’s customers. Due to past
instability in isotope supply, it is possible that new entrants could decide to enter the market and identify alternative
modalities for testing, or develop alternative reactor sources of supply to current reactors, including funding initiatives
for reactor capacity in the U.S. New entrants likely would require 2 minimum of three years to build any such facility. As
discussed above in Desoription of the Business — Medical Isotopes — Recent Industry Trends — Medical Isotopes Supply and Demand
governments of several countries have been increasing the funding of domestic and foreign projects to support reliable
isotope supply and the conversion to non-HEU-based supply of Mo-99. If all of such projects were completed, which
Notdion estimates would take from three to ten years, Nordion expects that the result would be a surplus of Mo-99
supply relative to demand.

On a selective basis, Nordion is involved in the development, production and sale of radiopharmaceutical products
under contracts with third parties. Companies with products that compete with Nordion’s other contract manufacturing
products include General Electric and Eckert & Ziegler.

The Company is dependent on its customers’ ability to successtully compete in their markets and sell product to their
customers.

Strategic Achievements

On August 20, 2013, Nordion announced that it had entered into a comprehensive settlement agreement to resolve the
outstanding claims between the Company and AECL related to the MAPLE facilities. The parties also entered into an
amended and restated isotope supply agreement with a term until 2016 and waste management services agreement with a
term until 2026. See Section 4.4 - Specialty Isotopes — Medical Isotopes — Notdion’s Supply of Medical Isotopes —
MAPLE Facilities and Settlement with AECL for details.

In third quarter fiscal 2013, Nordion signed a contract manufacturing agreement with Navidea Biopharmaceuticals, a
biopharmaceutical company focused on precision diagnostic radiopharmaceuticals. NAV5001 is a diagnostic imaging
agent used to detect Parkinsonian Syndromes and Dementia with Lewy Bodies. The scope of the agreement includes
two phases: a facility preparation and readiness phase and a clinical trial supply phase. The manufacture of NAV5001 is
expected to support Navidea’s Phase 2b and Phase 3 clinical trials, which began in 2013, with this agreement extending
over an initial three-year term. Nordion is also responsible for managing the logistics and making arrangements for
shipment of NAV5001 to third-party clinical trial sites on behalf of Navidea.

As part of sale of Targeted Therapies to BTG, Nordion signed an MSA to continue manufacturing TheraSphere with a
contract term of three years, with up to a two-year extension at BTG’s option.
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4.5. Corporate and Other

Certain of Nordion’s shared corporate functions and activities are reported as Corporate and Other.

Pension Funding

For funding purposes, Nordion is required by law to prepare an update of its actuarial valuation report for its main
defined benefit pension plan as of January 1, 2013. Based on the January 1, 2013 actuarial valuation completed in third
quarter fiscal 2013, Nordion’s annual funding requirements were approximately $16 million, including approximately $3
million of current service cost contributions in calendar year 2013, in order to reduce the projected regulatory solvency
deficit and meet the Company’s normal funding requirements. The solvency deficiency has arisen due to falling real
interest rates causing the pension liabilities to increase more than the increase in the value of pension plan’s assets. The
actual funding requirements which are amortized over a five-year funding period will be dependent on subsequently
prepared annual actuarial valuation reports. These funding amounts are estimates, which may change due to the actual
investment performance of the assets of the pension plan, changes in interest rates, any relevant changes in government
laws or regulations, and any voluntary contributions. As a result of either changes to annual valuations or the three-year
averaging used in the deficit calculation under applicable regulations, funding requirements may extend beyond the five
year funding period.

During fiscal 2013, Nordion made cash contributions of approximately $6.4 million and issued letters of credit for
approximately $7.0 million in order to meet solvency funding requirements and to strengthen the financial position of its
defined benefit pension plan.

4.6. Divested Businesses
Targeted Therapies

Nordion licensed TheraSphere® from Theragenics Corporation in 1995 and developed the medical device for the
targeted treatment of liver cancer. TheraSphere® treatment involves injecting tiny radioactive glass beads through a
catheter such that they will lodge in cancerous tumors in the liver. The radioisotope used in this treatment is Y-90.

TheraSphere® accounted for 100% of Targeted Therapies revenue in fiscal 2013.

With a view to enhancing shareholder value and creating new opportunities, the Company initiated a review of strategic
alternatives in January 2013.

On July 13, 2013, Nordion completed the sale of its Targeted Therapies business to BTG, an international specialist
healthcare company based in London, United Kingdom. The divestiture of the Targeted Therapies business was a direct
result of the strategic review. The Company continues to report historical Targeted Therapies as a separate business
segment, in accordance with U.S. GAAP.

Nordion received sale proceeds of $200.7 million in cash, including a $0.7 million final net working capital adjustment.
Total net assets and liabilities disposed of were $7.5 million, which primarily consisted of working capital items. After
cash taxes and transaction costs, Nordion realized net cash proceeds of approximately $190 million from this sale. In
third quarter fiscal 2013, Nordion recorded an after-tax gain of approximately $182 million for this sale.

As part of the sale of Targeted Therapies, Nordion signed a Manufacturing and Support Agreement (MSA) to continue
manufacturing TheraSphere with a contract term of three years, with up to a two-year extension at BTG’s option. MSA
revenue is reported under the Contract Manufacturing product line in the Medical Isotopes business segment. The
Company also signed a Transition Services Agreement to provide certain post closing transition services to BTG for a
period of nine months, with up to a three-month extension at BTG’s option.
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Non-cash fixced asset impairment

Nordion evaluates its long-lived assets subject to amortization for recoverability whenever events or changes in
circumstances indicate that their carrying amounts may not be recoverable. An impairment charge is recognized for the
amount, if any, by which the carrying value of the asset exceeds the fair value. In assessing long-lived assets for
impairment, assets are grouped with other assets and liabilities at the lowest level for which identifiable cash flows are
largely independent of the cash flows of other assets and liabilities.

As of July 31, 2013, Nordion had an asset group with a carrying value of $38.4 million used in production for its
Targeted Therapies and Medical Isotopes segments (Asset Group). The Company identified impairment indicators
relating to the completion of the sale of the Targeted Therapies business in July 2013, which significantly changed the
previously estimated cash flows supporting this Asset Group.

Notdion performed an impairment analysis of the Asset Group and determined that it was impaired as of July 31, 2013.
Based on this evaluation, the Company recorded a non-cash pre-tax impairment charge of approximately $29 million in
its third quarter fiscal 2013. The fair value used in this evaluation was based on expected future cash flows using certain
Level 3 inputs as defined under U.S. GAAP. The future cash flows are those expected to be generated by the market
participants, discounted at the risk-free rate of interest plus an approptiate risk premium. Determining expected future
cash flows involves 2 number of estimates and assumptions and it is reasonably possible that the estimate of expected
future cash flows may change in the near future, resulting in further changes in fair value of the Asset Group.

MDS Nordion S.A.

On March 31, 2011, Nordion completed the sale of MDS Nordion S.A., its Belgian subsidiary, to Best Medical Belgium
Inc. (Best Medical) for nominal proceeds. Pursuant to the share purchase agreement signed in February 2011, the
Company left cash of $18.5 million (€13 million) as capital in the business. Best Medical acquired all of Nordion’s
Belgian operations and the employees in Belgium, including related benefit and pension plans, with the exception of the
TheraSphere® business. Best Medical also acquired the Belgian facilities, including current and future decommissioning
and waste disposal requirements.

Nordion recorded a total loss of $15.7 million on the sale of MDS Nordion S.A. in Q2 2011 including net working
capital and inventory adjustments of $2.8 million and recognition of a non-cash unrealized foreign currency translation
gain of $4.6 million as the sale represented a substantial liquidation of our Belgian operations. The financial results of the
divested operations have been classified as “Jiscontinued” in current and comparative financial statements.

Products included in the sale included Glucotrace™, a radiopharmaceutical used in PET imaging previously reported in
the Targeted Therapies segment, and Agiris™, which included cameras used primarily in the non-destructive testing of
welds and for pipeline construction in the oil and gas industry, previously reported in the Sterilization Technologies

SCngnL

4.7. Customers

Customers of Nordion include a broad range of manufacturers of medical products including radiopharmaceutical and
pharmaceutical manufacturers, biotechnology companies, manufacturers of medical supplies and devices, contract
sterilizers, hospitals, and academic and government institutions. Prior to its divestiture to BTG, Nordion’s Targeted
Therapies product, TheraSphere, was sold directly to healthcare providers including hospitals, government institutions,
and clinics. Nordion also provides products and services related to Sterilization Technologies to customers in the food
and consumer goods industries. However, the majority of its customers are medical product manufacturers and contract
sterilization providers. Notdion’s customers are located in most major international markets, including the U.S,, China
and Japan.

For the year ended October 31, 2013, one major customet, Lantheus, accounted for $33.9 million or 15% (fiscal 2012 -
$51.8 million or 21%; fiscal 2011 - $60.8 million or 22%) of the Company’s product revenues.

The Company’s business and customer base ate global. Nordion’s total revenues, as invoiced to customers in fiscal 2013,
were approximately 64% U.S., 8% Europe, 23% Asia and rest of world, and 5% Canada.
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4.8. Employees
As at October 31, 2013, Nordion had 411 active employees located in Canada.

Some technical and production employees of Nordion belong to the Public Service Alliance of Canada, a collective-
bargaining agent representing, among others, certain employees of the Government of Canada. Management considers
labour relations with the unions to be healthy. Approximately 46% percent of Nordion employees were unionized as at
October 31, 2013.

Nordion is dependent on staff with specialized skills and knowledge necessary to operate a highly regulated processing
facility for radioactive materials. These areas of expertise include, but are not limited to:

® Science: Biology, chemistty (inorganic, polymer, medicinal/organic chemistry), microbiology, medical science
and clinical research knowledge
Radiochemistry & Radiopharmaceuticals
Process Management: Good Manufacturing Practice (GMP), Current GMP (cGMP), Good Clinical Practice
(GCP), project management, Lean-Sigma
Nuclear Technology: Cyclotron, nuclear safety, radiation safety, developing gamma irradiators
Logistics: Packaging and global distribution of radioactive materials

4.9.  Principal Facilities

The following were the principal operating facilities of the Company as at October 31, 2013:

Owned/ Approximate
Location of Facility T'ype of Facility Leased Business Unit Square Footage
ntinuin rations
Ottawa, Canada Corporate Office and
Manufacturing Plant Owned Notdion 376,000
Vancouver, Canada Manufacturing Plant Leased Notdion 55,000
Laval, Canada Manufacturing Plant Leased Notdion 14,000
Ottawa, Canada Research Laboratoty Leased Nordion 1,700
ration
Toronto, Canada Corporate Offices Leased Notrdion 16,283

4.10. Research and Development

Nordion conducts R&D in its own laboratories and through collaborations with academic, government, and industry
partners. The company supports R&D programs in each of the technological areas that underlie its businesses. In its
Medical Isotopes segment, Nordion participates in the development of agents that are focused on new types of
diagnostic imaging.

In its Sterilization Technologies segment, Nordion has re-initiated a collaborative R&D program at the Gamma Centre
of Excellence in Laval, a fully operational sterilization facility that is used to assess parameters and conditions for

stetilization of a wide variety of materials and products.

R&D expenditure in fiscal 2013 was $6.7 million (fiscal 2012 — $6.6 million; fiscal 2011 — $5.6 million). Accounting for
R&D is described in Note 2 in the Company’s 2013 Financial Statements.
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4.11. Regulatory Compliance

The nature of Nordion’s products, and the highly regulated environment in which the Company operates, require
compliance with a multitude of regulations as well as legislation governing possession, operation, use and transportation
of radioactive materials. Nordion’s policy is to comply with all applicable regulations around the world. Nordion uses
these regulations as a minimum standard and applies its own controls and procedures, which ate, in some cases, more
stringent than the required protocols. Nordion’s Ottawa facility is licensed as a Class 1B nuclear facility, regulated by the
CNSC, and is audited across various dimensions of this licence on an annual basis.

In addition to the nuclear aspect of its products, many of the products processed or manufactured by Notdion are either
pharmaceuticals or medical devices directed for human use, or products used in the manufacture of pharmaceuticals or
medical devices that are directed for human use. Nordion is ISO 9001 registered and has drug and device facility and
specific product registrations with North American (Health Canada and the FDA) and European Drug and Device
health regulators. These regulators exert oversight through requirements for product registration and direct audit of the
Nordion operations.

Nordion processes isotopes, delivers them to manufacturers, hospitals or treatment centres within a few hours or days.
Regulatory standards applicable to Nordion include, but are not limited to:

Transport Canada regulations for the Transportation of Dangerous Goods.

e CNSC regulations for General Nuclear Safety and Controls, Class 1 Facilities, Packaging and Transport of
Nuclear Substances, Import/Export controls and source tracking requirements.

e International Atomic Energy Agency’s IAEA) Code of Conduct on the Safety and Security of Radioactive
Sources.

e International Transport Regulations for Radioactive Materials (Safety Series and Safety Standards for
transportation of radioactive materials).

e International Civil Aviation Organization (ICAO) and International Maritime Organization (IMO)
requirements for safe transport by air and sea, respectively.
U.S. Department of Transportation requirements.

e  U.S. Nuclear Regulatory Commission requirements.
International Atomic Energy Agency (IAEA) Member State requirements for the transportation of radioactive
materials.

e U.S. FDA requirements for drugs and devices.
Health Canada requirements for drugs and devices.
EU requirements for drugs and devices.

Nordion believes it is compliant, in all material respects, with all applicable regulations.
Internal Investigation

In August 2012, Nordion disclosed that it was conducting an internal inquiry and investigation of a foreign supplier and
related parties focusing on compliance with the Canadian Corruption of Foreign Public Officials Act (CFPOA) and the U.S.
Foreign Corrupt Practices Act (FCPA) (the “Internal Investigation”).

Through the Company's own intetnal review as part of its CFPOA compliance program, Nordion discovered potential
compliance irregularities. As a result, the Company commenced an internal investigation of the possible compliance
issues. These issues related to potential improper payments and other related financial irregularities in connection with
the supply of materials and services to the Company. The investigation is being conducted by outside legal counsel and
external forensic and accounting firms who are experts in such compliance. These external advisors repott regulatly to a
special Committee of the Board of Directors constituted to deal with this mattert.

Nordion voluntarily contacted the regulatory and enforcement authorites, including the Canadian and U.S. Department
of Justice, the Royal Canadian Mounted Police, and the U.S. Securities and Exchange Commission, to provide details of
the matter and to advise that an internal investigation was underway. The Company's external advisors have met with
these authorities and will continue to provide information to them as the investigation progtesses. Nordion continues to
investigate this matter and cooperate with Canadian and U.S. law enforcement authorities and regulators.
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As a result of the investigation to date, Nordion has ceased to make payments to, and has terminated its contractual
arrangements with the affected foreign supplier. These actions were reflected in, among other things, a reduction in the
notional amount of commitments included in the calculation of the embedded derivative expense in the third quarter of
fiscal 2012. The cessation of payments and termination of this relationship has not affected revenue in 2012 or 2013, and
has not had a material impact on supplies necessary for our current business operations.

Nordion is cutrently unable to comment as to whether there will be any potential regulatory and/or enforcement action
from either Canadian or US. law enforcement authorities or regulators-resulting from these matters or, if any such action
is taken, whether it will have a material adverse effect on Nordion’s business, financial position, profitability or liquidity.
If law or enforcement authorities or regulators determine to take action against the Company, Nordion may be, among
other things, subject to fines and/ot penalties which may be material.

Nordion is committed to the highest standards of integrity and diligence in its business dealings and to the ethical and
legally compliant business conduct of its employees, representatives and suppliets. The Company reviews its compliance
programs on a regular basis to assess and align them with emerging trends and business practices. Corrupt or fraudulent
business conduct is in direct conflict with the Company's Global Business Practice Standards (GBPS) and corporate
policies. The Company continues to investigate this matter and cooperate with regulatory and enforcement authorities.

In parallel with the Internal Investigation, Nordion has developed and implemented a number of new and
enhanced policies and procedures related to compliance. This remediation process has included enhancements to
Nordion’s GBPS, policies related to anti-corruption, third-party due diligence, travel and expenses, sponsorships, and
payment control processes. Nordion is continuing to develop and strengthen other policies and procedures, as well as
monitoting protocols to detect exceptions to these new policies, and is delivering training to employees, high risk third
party intermediaries and other stakeholders affected by the changes. The intent of these changes is to strengthen
Nordion’s overall compliance framework.

4.12. Environment, Health, Safety and Governance

Nordion is committed to complying with all environmental, health and safety laws and regulations relevant to its
operations. In fiscal 2013, Nordion was recognized as the safest employer in the manufacturing division for 2013,
receiving the Gold level award from Thomson Reuters and the Canadian Occupational Safety Magazine.

The Company’s Ottawa, Canada, facility has received ISO 14001: 2004 (environmental management systems)
certification. In fiscal 2013, 14001 programs were implemented at both Vancouver and GCE. Certifications of these sites
are planned for fiscal 2014. In addition, Nordion maintains a comprehensive Environment, Health, Safety and
Governance (EHS & Governance) program, including training for employees and contractors. Nordion’s policy is to
protect the natural environment by using environmentally sound operation practices, including ALARA (as low as
reasonably achievable), which is designed to keep radiation doses at a minimum for workers and the public. Nordion
maintains insurance coverage for third-party claims relating to bodily injury and property damage.

Nordion has established a series of policies and programs to facilitate compliance with applicable EHS & Governance
laws and regulations. The policies require regular environmental assessments of Company activities, establishment of
remedial and contingency plans to deal with any incidents, and establishment of processes to report to senior corporate
management and to the Board of Directors through the EHS & Governance Committee of the Board of Directors on
the environmental status of the Company and its subsidiaties. Nordion uses an independent third party environment,
health and safety auditing firm to conduct regular regulatory audits of Nordion operations. Nordion believes its
approach to EHS & Governance compliance meets all regulatory requirements. It is not expected that these policies will
have a significant impact on capital expenditures, consolidated earnings, or the Company’s competitive position.

Seven years ago, as part of its licensing with the CNSC, Nordion pledged a C$15.4 million letter of credit in support of
future site remediation costs at its Ottawa, Canada facility. Remediation costs include the cost to remove radioactive
material from the site when the Company exits the site. In fiscal 2010, Nordion re-estimated that future costs have
increased by approximately $16 million to approximately $31 million. The amount of this letter of credit is under review
and the new estimate for future site remediation for the Ottawa facility was submitted to the CNSC in April 2011. The
company received comments from the CNSC in fiscal 2013 and expects to address these comments in fiscal 2014.

27



Nordion has put into place a new public disclosure protocol in compliance with requirements of the CNSC. The new
protocol forms part of our existing public information program with respect to the CNSC-licensed activities of
Nordion’s Ottawa facilities, so that information related to the health, safety and security of persons and the
environment, and other issues associated with the lifecycle of this facility are effectively communicated to the public on
an ongoing and timely basis.
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5. RISKFACTORS

The businesses that Nordion operates are subject to a number of risks and uncertainties discussed below and in other
documents incorporated herein by reference, many of which are not in the Company’s control. Additional risks and
uncertainties not presently known to the Company, or that the Company does not currently anticipate, may be material
and may impair the Company’s business operations. If any such risks occur, the Company’s business, financial condition
and results of operations could be materially adversely affected.

Business interruptions.

Almost all of the Company’s products are manufactured at single locations, with limited alternate facilities due primarily
to the licensing requitements for facilities that handle and store radioactive material and the specialized equipment
required to manufacture its products. The vast majority of Nordion’s revenues are generated from products produced at
the Company’s Ottawa facility. Any event, including a labour dispute with unionized employees, weather or other acts of
nature, pandemics or other public health crises, fire, floods, power outages, threats to physical security, information
technology or cyber-attacks or failures, accidents, regulatory, political, health or other issues that result in a prolonged
business disruption or shutdown to one or more of the Company’s facilities, or the facilities of the Company’s suppliers,
could create conditions that prevent, or significantly and adversely effect, the Company from receiving, processing,
manufacturing, or shipping products at previous levels, or at all. Due to the stringent regulations and requirements we
are subject to regarding the manufacture of our products, and the complexities involved with manufacturing our
products, we may not be able to quickly establish additional or replacement sources for our materials and/or our
production facilities. Such events could adversely affect our sales, increase our expenses, create potential liabilities
and/or damage our reputation, any of which could have a material adverse effect on our cash flows, competitive
position, financial condition of results of operations.

Sources of supply.

Due to the uniqueness of Nordion’s business, it is common for the Company to purchase certain components and raw
materials necessary for its products from sole or limited suppliers, or large quantities of product from an individual
supplier, and as a result, it may not be able to establish, whether due to cost, regulatory and other business
considerations, in a timely manner or at all, additional or replacement sources for certain components or materials in the
event an existing supplier becomes unavailable or is unable to continue to supply Nordion as expected.

In the event an existing supplier becomes unavailable or is unable to continue to supply Nordion as expected, this could
result in production delays, increased costs, or an inability to continue to manufacture key products, which could have a
material adverse effect on the business, financial condition or results of operations of the Company.

For example, the majority of the Company’s supply of Co-60 comes from three sources. If any of these three suppliers
suffered a decrease in supply, or declined to enter into renewal contracts with Nordion for supply in the future, and
Nordion was unable to find a replacement supplier, this could have a material adverse effect on the business, financial
condition or results of operations of the Company. Conversely, due to the nature of Co-60 production, there may be
times when there is a glut of supply in the worldwide market, which could exert downward pressure on Nordion’s
pricing.

The Company also depends upon the NRU reactor operated by AECL in Chalk River, Ontario, Canada for the supply
of the majority of its reactor-based medical isotopes. In August 2013, Nordion and AECL enteted into an amended and
restated isotope supply agreement, a non-exclusive supply agreement for medical isotopes, which has a term ending
October 31, 2016. The supply agreement may also be terminated upon, among other things, Nordion establishing a
satisfactory alternative supply of isotopes, the permanent shutdown of AECL’s isotope production facilities, Nordion’s
failure to meet a minimum purchase quantity or any force majeure that continues for a petiod of more than two years.
As well, the Canadian government, which owns AECL, has stated that it intends to stop producing medical isotopes
from the NRU reactor by 2016. The NRU reactor is over fifty years old and was out of service due to a heavy water leak
in the reactor vessel for 15 months from May 2009 to August 2010, during which period Nordion was unable to obtain
supply of substantially all of its reactor-based medical isotopes requirements from AECL. In addition the Company
expetienced several unplanned supply interruptions from the NRU reactor during fiscal 2012, and expects that such
unplanned supply interruptions may continue to occut in the future. The NRU reactor is expected to shut down on at
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least an annual basis for an extended period of approximately one month for planned inspections and maintenance.
During shut-downs Nordion will not receive medical isotopes from AECL. As Nordion did not have back-up supply for
the shut down in 2013 and, as discussed below, does not expect to have significant back-up supply for planned
shutdowns for the foreseeable future while it continues to explore supply alternatives, the Company’s customers have
sought to increase their supply from our competitors.

Since the NRU reactor returned to service in August 2010 following its extended shutdown, there generally has been
more supply available than demand for reactor-based isotopes. As a result there has been increased competition globally,
resulting in lower pricing. There can also be no assurances that the NRU reactor will not experience other extended
planned or unplanned shutdowns in the future.

The Company is assessing potential supply options. For 2 supply option to be viable it must provide reliable supply, in
sufficient quantities, and be economical and available prior to 2016. In addition, as the majority of the Company’s
current sales of reactor-based isotopes are to the U.S., the supply may also be required to be from a non-HEU soutce to
meet future U.S. regulations. There are a limited number of reactors in the world producing commercial quantities of
Mo-99. The Company cannot be certain it will be able to secure an additional or alternate source of commercial supply
that meets its criteria.

If Nordion is unable to secure an alternative source of commercial supply or Nordion’s customers believe the Company
will be unsuccessful in obtaining long term isotope supply, they may further reduce or altogether stop purchasing
medical isotopes from Nordion. If the Company is unable to secure 2 long term supply of medical isotopes it may have
to exit the reactor-based medical isotope segment of its business. Any of all of the foregoing could have a material
adverse effect on the business, financial condition and results of operations of the Company.

Ongoing internal investigation.

In August 2012 Nordion voluntarily disclosed it was conducting an internal investigation of a foreign supplier and other
third parties related to potential improper payments and other related financial irregularities in connection with the
supply of materials and services, focusing on compliance with the Canadian Corruption of Foreign Public Officials Act
(CFPOA) and the U.S. Foreign Corrupt Practices Act (FCPA). As of the date of this AIF, it has not yet been determined
whether there will be any potential regulatory and/or enforcement action resulting from these matters, which could
include judgments, settlements, fines, penalties, injunctions, cease and desist orders, debarment or other relief, criminal
convictions and/or penalties; or, if any such action is taken, whether it will have a material adverse effect on the
business, its reputation and ability to conduct business, its financial position, profitability or liquidity or the market price
of the Company’s publicly traded shares.

In addition, it is difficult for Nordion to estimate the time or resoutces that will be needed for this investigation or its
final resolution since, in part, the time and resources needed are dependent on the nature and extent of the information
requested by the authorities involved._The cost of the investigation, including remediation costs, was $11.8 million in
fiscal 2013 and $9.8 million in fiscal 2012. The total cost of the investigation and remediation may be significant. The
cost in fiscal 2014 could vary based on, among other things, requests from regulatory and enforcement authorities
and/or new findings. These matters require the attention of certain members of our senior management. It has
not yet been determined whether the end results of this investigation or its final resolution will have a material adverse

effect on the business or its financial position, profitability or liquidity.
Risks related to the outcome of Nordion’s strategic review, or any strategic transa ction.

In January 2013, the Company initiated a review of strategic alternatives with a view to enhancing shareholder value and
creating new opportunities. As business circumstances dictate, the Company may decide to divest itself of some ot all of
its assets or businesses. For example, in fiscal 2013, the Company divested its Targeted Therapies business unit.

Notdion may not be, or with respect to the divestiture of the Targeted Therapies business unit, may not have been
successful in identifying or managing the risks involved in any divestiture, including the ability to obtain a reasonable
purchase price, potential regulatory approvals, potential liabilities that may continue to apply to the Company priof to
and/or following a divestiture, potential tax implications, employee issues, expenses/costs associated with the review or
other matters. Any divestitures may cause us to incur significant expenses and other costs, such as significant write-offs,
including those related to property, plant and equipment and other assets, and could involve risks relating to difficulties
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in the separation of operations, services, products and personnel, diversion of management’s attention, disruption to
remaining businesses, negative customer or employee perceptions, and the potential loss of key employees, all of which
could have a material adverse effect on our business, financial position and results of operations.

Any acquisition that Nordion undertakes would be accompanied by the risks applicable to acquisitions or divestitures,
including the potential disruption of our business while we evaluate opportunities and attempt to complete acquisitions
or divestitures and diversion of management’s attention.

Shareholders may expect that a transaction will result from the strategic review the Company has undertaken and as a
consequence, not completing a transaction may result in a material decline in the price of the Company’s common
shares. Such a transaction, if any, may be unsuccessful or less successful than anticipated and may adversely affect our
financial position and tesults of operations.

Any business Nordion may seek to acquire or technology it may seek to license may fall short of expectations or may
prove to be unprofitable. Accordingly, the earnings or losses from any such acquired business or licensed technology
may dilute earnings. In addition, any failure to complete an acquisition, divestiture or licensing may result in adverse
market reaction.

Nordion may be unable to integrate acquired businesses or licensed technologies into its existing business, or make the
acquired businesses or licensed technologies profitable for various reasons including but not limited to: its ability to
retain key employees and/or customers; its ability to integrate operations, facts and circumstances which were not
apparent to Notdion before completion, personnel, business information systems and processes; its ability to complete
the development of products; difficulty with sales; difficulty in maintaining uniform standards, controls, procedures and
policies; and incompatible management ot other cultural differences. Any of the foregoing could have a material adverse
effect on the Company’s financial position and results of operations.

The wholly-owned indirect subsidiary of the Company which holds the Nordion assets is subject to the Nordion and
Theratronics Divestiture Authorization Act (Canada). This Act effectively imposes restrictions and limitations on the
beneficial ownership or control of voting shates of Nordion (Canada) Inc. by “non-residents” of Canada (as such term is
defined in the Act). These restrictions can significantly complicate the ability of the Company to consider certain
strategic transactions which could be beneficial to the Company. In addition, they could have the effect of limiting
strategic alternatives and deterring or reducing certain transactions and other offers.

Shareholder activism.

Publicly-traded companies have increasingly become subject to campaigns by investors seeking to advocate certain
governance changes or corporate actions. As at October 31, 2013, the Company’s top five shareholders were estimated
to hold over 35% of the Company’s common shares. If a shareholder is dissatisfied with the market value of the
Company’s common shares, the current cash balance and/or capital structure of the Company, the Company’s strategic
direction or progress on its strategic review, or their inability to sell their shares due to trading illiquidity, that shareholder
or group of shareholders may become activist. Certain of our existing sharecholders have undertaken activist activities
with other companies in which they are invested. Activist shareholders, among other things, may propose changes to the
Company’s Board of Directors or management, recommend that the Company make changes to its strategy including
buying back the Company’s stock with cash on hand, reinstating regular dividends, returning capital, issuing debt or
divesting certain of the Company’s businesses or assets, or selling the entire company. These actions may result in an
investment in the Company being less attractive to current and potential shareholders, in a decline in the Company’s
share price, distract management and employees, adversely affect our ability to retain key employees and attract new
employees, and/or require the expenditure of significant resources and time, creating uncertainty that may materially
adversely affect our business and results of operations.

Customer Concentration.
Nordion has a very concentrated customer base, including some customers who have accessed high levels of debt

and/or credit. A decline in sales volumes and/or price of products sold to any one of our five largest customers could
have a material adverse effect on the business, financial condition or results of operations of the Company.
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Nordion’s five largest customers for Co-60 purchased approximately 73% of the Co-60 sold in fiscal 2013 (71% and
65% for fiscal 2012 and 2011, respectively).

Lantheus, Nordion’s largest customer, purchases the majority of the Mo-99 the Company sells. Lantheus accounted for
15%, 21%, and 22% of the Company’s total revenue in fiscal 2013, 2012, and 2011, respectively.

Lantheus has stated that it is proactively implementing a diversification strategy for its supply of Mo-99. In October
2012, Nordion extended its contract with Lantheus by two years until the end of 2015. The contract reflects specific
pricing and volume commitments for each year of the contract, which can be affected by the demand Lantheus
experiences for its product. In particular, if new or increased sources of Mo-99 supply are brought on-line by
competitors, the level of demand for the product the Company sells to Lantheus could be reduced. In addition, the
Company’s inability to provide back-up supply during the planned NRU reactor shutdown that occurred in 2012 and the
Company’s likely future inability to provide back-up supply during future planned and unplanned shutdowns of the
NRU reactor is resulting in Lantheus increasing its putchases from other suppliers.

Further, during 2011, Lantheus increased its debt level by approximately 60%. In addition to the potential effects on
Notdion’s ability to collect accounts receivable owed, if Lantheus were to breach its covenants associated with its debt
or credit facilities, was unable to make payments against its debt or credit facilities, or was otherwise unable to make
payments under its supply agreement with Notdion, its ability to compete in its markets may be reduced and its demand
for Mo-99 from Nordion may therefore be significantly reduced.

A decline in sales volumes and/or price of Mo-99 sold to Lantheus could have a material adverse effect on the business,
financial condition or results of operations of the Company.

Notdion sells products and services to customers and, as required, grants extended payment terms to meet market
competition. In excess of 65% of our outstanding accounts receivables are due from our top ten customers, of which
the top two customers represent approximately 27% of the outstanding accounts receivable balance. If a payment
default occurred Nordion would be considered an unsecured creditor with limited rights of recovery of our product
which could result in a material adverse change in the financial condition of the Company.

External forces; changes in industry trends.

A number of factors, including but not limited to, increases in supply of competitive product from existing or new
sources, new products that may overtake Nordion’s products, the increased competitiveness of alternative products
(such as alternate sterilization modalities), consolidation within the industry and within our customers’ industries,
competitive pricing pressures, lower demand from the Company’s customers and, in particular from its largest customet
(upon whom the Company is dependent for the majority of sales and earnings from Mo-99), and lower demand from
our customers’ customers, could result in significant declines of either or both pticing and sales volumes, which may in
turn have a material adverse effect on our business, financial condition, and results of operations. In particular, past
shortages of Mo-99 have had a negative effect on wortldwide demand, as customers shifted their consumption patterns
in response to shortages, among other reasons.

Other external forces, such as changes to regulations and laws and the public’s perception about the nuclear nature of
Nordion’s business may also have an effect on our ability to renew the licenses we need to operate, obtain additional
licenses which may be required in the future, and/or to expand our facilities, any of which could have a material adverse
effect on our business.

Industry trends as well as economic and political factors that affect pharmaceutical and biotechnology companies also
affect the Company’s business. The Company provides services to pharmaceutical and biotechnology companies,
including contract manufacturing and product development support. The Company’s business could be adversely
affected by any significant decrease in life science research and development expenditures by pharmaceutical and

biotechnology companies, as well as changes in the acceptance and use of radiopharmaceutical products.
The Company’s primaty operating locations handle and store hazardous and radioactive materials.

Notdion is subject to federal, provincial, state, local, and foreign laws, rules, regulations and policies relating to
environmental protection, health and safety. These laws, rules, regulations and policies govern the generation,
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manufacture, storage, handling, transportation, use, discharge and disposal of certain hazardous and potentially
hazatdous substances used in connection with our operations and products. Nordion’s facilities handle and store
radioactive material and, in particular, the Company’s Ottawa site handles and stores large quantities of highly
radioactive Co-60. A significant release of radioactivity, which could result from, among other things, a natural disaster,
an accident, equipment failure, human error, an act of terrotism or a transportation accident, could result in employees
and/or the public being exposed to radiation. In addition, failure or damage to Nordion’s shipping containers used to
ship material to and from the Company’s site could also result in a release of radioactivity.

Although the Company is focused on complying with all applicable laws and regulations, it believes it is in compliance
and has designed its processes and equipment with the intent of avoiding releases of radiation, if we were to fail to
comply with present or future regulations and/or a release of radioactivity were to occur, we could be subject to
substantial fines or other liabilities, litigation, loss of permits and licences to operate or transport materials, and
reputational damage. In addition, there can be no assurance that we will not be required to incur significant costs to
comply with environmental regulations in the future or that insurance put in place will ultimately cover any of the
foregoing. Any of the above could have a material adverse effect on the business, financial condition, and results of
operations of the Company.

Anti-corruption and fraud and abuse risk.

Nordion sells and/or procures products in more than 40 countries. In the majority of these countries Nordion does not
have employees and relies on third parties or intermediaries to represent the Company. A number of these countries
have a high risk of corruption. Based on the nature of the Company’s products these activities involve potential
interaction with government, public officials or state-owned enterprises.

Nordion is subject to the Canadian CFPOA, and may be subject to other similar anti-corruption and “fraud and abuse”
laws in other jurisdictions such as the U.S. FCPA, the UK Bribery Act, the US. False Claims Act, and the U.S. Anti-
Kickback Statute. Such legislation generally prohibits companies and their intermediaries from making improper payments
or providing other things of value, including gifts, travel or entertainment for the purpose of obtaining or retaining
business. Nordion has policies prohibiting such business practices and has enhanced our anti-corruption compliance
program, which is designed to ensure compliance with these laws.

Nordion cannot assure that its controls will protect it from reckless or criminal acts committed by employees or agents.
If Nordion’s employees or agents, in contravention of our policies and anti-corruption compliance program,
intentionally or inadvertently violate the provisions of applicable anti-corruption laws, the Company may incur fines or
penalties, be unable to market our products in certain countries, be debarred from doing business with certain
governments or government agencies, have to expend significant time and money on investigative and remedial efforts,
suffer damage to our reputation, or expetience other consequences which could have a material adverse effect on its
business, operating results ot financial condition.

The Company is subject to complex and costly regulation.

The nuclear and health industries are subject to extensive, complex, and frequently changing regulations. Our research
and development, manufacturing, processing, operations, transport, marketing, promotion and pricing practices and the
manner in which we or third parties working on our behalf interact with customers, are all subject to extensive
regulation.

All of the Company’s facilities that handle or store radioactive material are government regulated and inspected.
Operating licences related to radioactive materials could be subject to cancellation under certain circumstances. Failure
to obtain or maintain operating licences could have a material adverse effect on the business, financial condition, of
results of operations of the Company.

Governmental agencies throughout the world strictly regulate the drug and medical device development process.
Nordion facilities devoted to pharmaceutical development are subject to regular inspection by the FDA, Health Canada,
the European Medicines Agency (EMEA) and other regulatory agencies. Customers are also subject to petiodic review
by drug approval authorities. The Company’s failure, or any of its customers' failures, to pass an inspection conducted by
the FDA, Health Canada, the EMEA, or any other regulatory body could result in disciplinary action leading to
increased costs, recall or seizure of products, total or partial suspension of production, suspension or withdrawal of
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regulatory approval, delays in subsequent regulatory approval processes, imposition of new manufacturing requirements,
closure of facilities, limitations on marketing practices and/or reduced customer demand that could have a material
adverse effect on the business, financial condition ot results of operations of the Company.

The nature of Nordion’s products, and the highly regulated environment in which Nordion operates, requires
compliance with a multitude of regulations governing radioactive material transportation. The receipt, processing,
handling, shipping and use of radioisotopes are highly regulated (see Section 4.11 - Regulatory Compliance). There has
been an increased focus on the regulation of radioactive material. A change in regulation could increase the Company’s
costs or ability to process and deliver product, which could have a material adverse effect on the business, financial
condition, or results of operations of the Company.

The Company is subject to increasingly strict data privacy and security laws in various jurisdictions, the violation of
which could result in fines or other sanctions.

We are subject to import and export control laws and regulations, which impose requirements and restrictions on the
sale or export of certain products and services to certain nations and persons, which affect our business. Violators of
these export control and sanctions laws may be subject to significant penalties, which may include significant monetary
fines, criminal proceedings against us and our officers and employees, a denial of export privileges, and suspension or
debarment which could have a material adverse effect on the business, financial condition, or results of operations of the
Company.

The Company is subject to compliance costs, potential litigation, regulatory proceedings and other potentially adverse
consequences as a result of scrutiny and regulation by governmental authorities, including the time and effort required
by our personnel to maintain compliance. If the Company fails to comply with applicable regulations, it could suffer civil
and criminal damages, fines and penalties, loss of various licences, certificates and authorizations necessary to operate its
business, as well as incur liabilities from third-party claims, all of which could have a material adverse effect on the
business of the Company, financial condition, or results of operations of the Company.

Risks relating to the Company’s defined benefit pension plans.

The Company operates, and is responsible for funding, a defined benefit pension plan in Canada that has been closed to
new employees since January 1, 2007. The pension plan currently holds assets in Canadian equities, global equities,
Canadian bonds, including real return bonds and cash and money market investments. A portion of the retirement
payments are indexed to account for inflation and as a result the expected liability for future retirement payments
increases as real interest rates decline. This pension plan is currently in a deficit position on a solvency basis, which basis
is used, among other things, for the calculation of regulatory funding in Canada. Among other factors, detetiorating
economic conditions, declines in equity or bond prices, changes in actuarial assumptions, pension regulations, and/or
declines in, or a prolonged period of low, real interest rates could result in the Company having to make increased
contributions to its pension plans to fund deficits, which could have a material adverse effect on the Company’s financial
position, liquidity, value and results of operations. Also, underfunded pension plans or a failure or inability of Nordion
to make contributions to its pension plans may have a material adverse effect on Notdion, its business results from
operations and financial conditions.

Risks atising from doing business in vatious countries around the world.

Nordion’s operations are subject to the tisks associated with carrying on business in various countries in North and
South America, Europe and Asia. Accordingly, future business, financial condition and results of operations of the
Company could be materially adversely affected by a variety of factors including, but not limited to:

Changes in a jurisdiction’s political or economic conditions, particulatly in developing or emerging markets;
Compliance with trade protection measures and export and import regulations;

Reliance on intermediaries or third parties to represent the Company in various capacities;

Compliance with regulations related to corrupt business practices;

Changes in a jurisdiction’s laws and regulations related to the delivery and use of the Company’s products;
Exposure to foreign-exchange rate fluctuations between cutrencies;

Tax consequences and/or other potential restrictions on the transfer of funds between subsidiaties;
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Difficulties in enforcing agreements through some foreign legal systems;

Longer payment cycles of foreign customers and difficulty of collecting receivables in foreign jurisdictions;
Potential nationalization of industries, properties or assets that the Company relies on;

Differing tax laws and changes in those laws including investment tax credits, or changes in the countries in which
Nordion is subject to tax;

Differing cultural and business practices associated with foreign operations;

Differing labour laws and changes in those laws;

Differing protection of intellectual property and changes in that protection; and,

Differing regulatory requirements and changes in those requirements.

Risks related to the divestitute of the Targeted Therapies business unit.

As a result of the divestiture of the Targeted Therapies business unit, the Company entered into a Share Purchase
Agreement which contained certain representations, warranties, covenants and indemnities. In addition, we have
retained certain existing and potential liabilities arising in connection with such operations related to periods prior to the
closing. To mitigate our exposure to certain of these potential liabilities, we maintain errors and omissions insurance and
other insurance. However we may not be able to make a reasonable estimate of the maximum potential amount that we
could be required to pay under these indemnities or in respect of any breach of such representations, warranties and
covenants. In addition, the Company entered into a Manufacturing and Support Agreement and Transition Services
Agreement pursuant to which the Company provides certain services to the purchaser of the Target Therapies business
unit. In the event of any breach of, or failure to perform, its obligations under such agreements, the Company may be
subjected to claims from the purchaser of the business unit which could have a material adverse effect on the Company.

The Company faces significant competition and may not be able to compete effectively.

Although Nordion has a large market share for some of our products, and operates in a market with few competitors,
we compete indirectly with many companies ranging from multinationals to start-ups. Many of our competitors have
greater financial, technical and human resources, and spend more on research and development, sales and marketing
activities. Competition can take many forms, including aggressive pricing for competing products or services,
development of new, better and/or less expensive products or services, the ability to obtain patent protection or
regulatory clearance earlier, or the ability to commercialize new products or technologies rapidly. Without the timely
introduction of new products and enhancements, the Company’s current products could become technologically
obsolete or lose market share to alternative/new technologies and products, which could have a material adverse effect
on the Company’s business, financial condition and results of operations.

For example, past shortages of Mo-99 have had a negative effect on worldwide demand, as the industry optimized
utilization of Mo-99 and efficiencies in the manufacture, distribution and dispensation of the product. The high level of
competition in the sterilization industry and the potential emergence of new sources of supply or alternate technology
and modalities, particularly in the cobalt sterilization industry, could cause the Company to have to reduce the price at
which it sells its Co-60 or lose revenue. Failure to compete effectively with respect to our products, services, support,
distribution and/or pricing could cause the Company to lose market share to its competitors, which could have a
material adverse effect on the business, performance, prospects, value, financial condition and results of operations of

the Company.

Globalization of the Company’s industries also affects its competitiveness. As competitors and new entrants establish
operations in lower-cost labour matkets, pricing in these industries may be reduced resulting in lower revenues and
profitability for the Company, which could have a material adverse effect on the business, financial condition and results
of operations of the Company.

Long-term supply commitments of Co-60.

As a result of the investment Nordion’s suppliers are required to make to produce and supply product, and the
Company’s intent to acquire access to supply over longer periods, Nordion has entered into long-term supply
agreements for the supply of Co-60, which include set pricing levels and minimum purchase commitments. These supply
agreements extend for 11 years, seven years and five years, respectively, with Nordion’s largest three suppliers of Co-60.
While certain of the contracts contain provisions that allow the Company to reduce the quantities purchased and
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terminate the agreement under certain circumstances, the Company may not be able to rely on or effectively enforce
these provisions. In addition, the contractual arrangements Nordion has made with its customers to supply Co-60 to
them generally only extend for periods of one to five years. Accordingly, in the future, the Company may not be able to
cover its costs of Co-60 purchased under existing supply commitments, which may in turn have a material adverse effect
on our business, financial condition, and results of operations.

Competition laws.

Due to the nature of our products, we have a large market share for some of our products in some jurisdictions, and
operate in some markets with a small number of competitors. We participate in many nuclear, medical isotope and
sterilization industry associations. Violations of international antitrust and competition law, whether intentional or
unintentional, could result in fines and expose us or our employees to criminal sanctions and civil suits, any of which
may have a material adverse effect on the Company’s business and operations.

Tax tcasscssmeata'sk.

Nordion tax filings are subject to audit and review by government tax authorities which may disallow certain deductions
ot disagree with the Company’s interpretation of application of tax laws, which may result in its having to pay additional
taxes and incur additional tax expense, including interest charges and potential penalties, which may have a material
adverse effect on our financial condition. This obligation extends to Nordion filings made priot to the sale of assets and
subsidiaries sold by the Company.

Effectiveness of internal controls.

Notdion’s CEO and CFO are required to report on the effectiveness of the Company’s internal control over financial
reporting and disclosure controls and procedures. This is reported in the Company’s annual report and in its MD&A for
the year ended October 31, 2013. Management’s review is designed to provide reasonable assurance, not absolute
assurance, that all material weaknesses existing within the Company’s internal controls are identified. Material
weaknesses represent a deficiency, ot a combination of deficiencies, in the Company’s internal controls over financial
reporting such that there is a reasonable possibility that a material misstatement of the Company’s annual financial
statements or interim financial report will not be prevented or detected on a timely basis. In addition, management
cannot provide assurance that any remedial actions being taken by the Company to address any material weaknesses
identified will be successful, nor can management provide assurances that no further material weaknesses will be
identified within its internal controls over financial reporting in future years. If the Company fails to maintain effective
internal controls over its financial reporting, there is the possibility of errors or omissions occurring, and the possibility
of misrepresentations in the Company’s disclosures, which could have a material adverse effect on the Company’s
business, its financial statements, and the value of the Company’s Common shares.

The Company’s business, financial condition and results of operations are subject to significant fluctua tion.

The Company cannot reliably predict future sales, pricing, and profitability. Changes in competitive, market availability
of supply of key materials such as Mo-99 and Co-60, and economic conditions may require the Company to adjust its
operations, and it may not be able to make those adjustments or to make them quickly enough to adapt to changing
conditions. The Company has a number of long-term supply contracts which include specified purchase commitments.
The majority of the Company’s products, excluding product related to Sterilization Technologies, involve radioactive
isotopes that decay rapidly and, therefore, cannot always be held in inventory or can only be held in inventory for certain
periods. Declines in sales, pricing, profitability and/or supply could disproportionately affect the Company’s business,
financial condition, and results of operations in any particular quatter.

Factors that may negatively affect sales and operating results include:

e Access to supplies of key materials;

The timing and availability of supply of Co-60;

Inability to secure a carrier to meet the necessary delivery schedules to customers;
Global or regional economic downturns;

Lack of demand for the Company’s products and services;
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® Voluntary or regulatory recalls or stoppages of manufacture of the Company’s, or the Company’s customer’s,
products;

® Adverse changes in industries upon which the Company is dependent, such as the pharmaceutical and biomedical
industries;

¢ Concentration of customers;
Changes in the volume ot timing of product or service orders;

¢ Inability of the Company’s customers to obtain regulatory approval or funding to continue the development of their
products;

¢ Changes in the relative amounts of sales represented by various products, services and customers, which have
different gross margin levels;

Regulatory and licensing changes affecting Nordion, its customers, or suppliers;

Delays or problems in the introduction of new products or services;

Existing or new competitors’ introduction of new products, services or technological innovations;

Competitive pressures resulting in lower selling ptices or other terms;

Changes in foreign exchange rates and interest rates;

Increased costs of raw materials or supplies;

Changes in import licences or duties;

Changes in the financial stability of customers or suppliers, including their ability to obtain financing at a reasonable
cost; ot

® Management time allocated to ongoing strategic review.

Management believes that operating results for any particular quarter are not necessarily a meaningful indication of
future results. While fluctuations in the Company’s quarterly operating results could negatively or positively affect the
price of the Company’s Common shares, these fluctuations may not be related to the future overall operating
performance. Reductions in a particular quarter’s results may not be recovered in future quarters, which could have a
material adverse effect on the business, financial condition, and results of operations of the Company.

Risks related to insurance coverage.

Nordion maintains an insurance program covering all of its operating units. The policies provide coverage for normal
operating fisks and include annual liability coverage of up to $100 million. The Company also maintains a policy
covering property and business interruption risks with a total insured value of $700 million and directors’ and officers’
insurance having a limit of $80 million. There is no certainty that the amount of coverage is adequate to protect the
Company in all circumstances, that the Company’s insurance policy will cover a specific claim, or that the Company will
be able to acquire such insurance on an ongoing basis at rates acceptable to the Company. In addition, the Company has
retained liabilities for businesses which were previously divested, and may not have adequate or any insurance in place to
cover potential liabilities arising out of such divested businesses. Furthermore, even where a claim is covered by
insurance, Nordion is subject to deductibles which it must cover, and the insurance coverage might be inadequate and
Nordion would have to pay the amount of any settlement or judgment that is in excess of the policy limits or that is
excluded from policy coverage. Failure to obtain or maintain adequate insurance may have a material adverse effect on
the Company’s business and operations.

Current and future litigation and regulatory proceedings.

The Company is currently pursuing and defending various proceedings, and will in all likelihood be subject to additional
proceedings in the future, including potential litigation regarding the products and setvices it provides or which it or
predecessor companies have provided. Any claim brought against us, regardless of its merits, could be costly to defend
and could result in an increase of the Company’s insurance premiums. The outcome of litigation, particularly class action
lawsuits, is difficult to assess or quantify. Some claims brought against Notdion might not be covered by the Company’s
insurance policies. Furthermore, even where the claim should be covered by insurance, Nordion has significant self-
insured retention amounts, which the Company would have to pay in full before obtaining any insurance proceeds; the
insurance coverage might be inadequate and Notdion would have to pay the amount of any settlement or judgment that
is in excess of policy limits; or an insurer might refuse coverage. Proceedings that are not covered or not sufficiently
covered by insurance policies, or which falls within retained liability under the Company’s policies, could have a material
adverse impact on the business, financial condition, or results of operations of the Company.
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The Company may become involved in litigation regarding products and services it expects or teceives from others and
may also be subject to regulatory proceedings. Lack of success in such litigation or regulatory proceedings may expose
the Company to the loss of marketing approvals, financial loss or prevent it from enforcing rights that are important to
the Company, thereby having an adverse effect on the business or results of opetations of the Company.

Manufacturing flaws or component failures, among other things which could lead to a recall, or issuance, of a safety alert

and/or litigation, would in each case entail significant costs, negative publicity and a diversion of management’s attention
from Nordion’s business.

Uncertain disposal and decommissioning costs.

Notdion currently disposes of cobalt sources returned from customers in the normal course of business, and expects
this practice to continue. The future disposal path, and Nordion’s actual disposal costs, are subject to change at the
discretion of the disposal site and are subject to availability. If disposal facilities are not readily available to Notdion, the
Company may store quantities of spent Co-60 at its facilities until alternate disposal paths become available. If the
situation persists, Nordion may need to construct and license additional storage facilities.

As a result of processing radioactive material, the buildings and equipment at the Company’s facilities may become
contaminated with radioactive material. When a site is exited, the Company is also required by law to decommission the
site. This includes dismantling and disposing of all contaminated buildings and equipment, which may include
radioactive materials stored on site as inventory for sale and radioactive materials returned from customers for eventual
disposal by the Company. Although Notdion is currently required to have in place a decommissioning bond, the actual
costs of dismantling and, in particulat, disposing of radioactive material, could be significant and may have a material
adverse effect on the Company’s financial position.

Dependence on information technology (I T) systems and communication systems.

The Company’s business depends, in part, on the continued and uninterrupted performance of its IT systems. Sustained
system failures or interruptions could disrupt the Company’s ability to perform many of the functions that are critical to
the Company’s business, including processing customer orders, transportation of raw materials and finished products,
manufacturing of products, and timely invoicing and collections. Given the extensive reliance of our Company on
technology, any substantial disruption or resulting loss of data that is not avoided or corrected by our back up measures
could have a material adverse effect on our business, financial condition and results of operations.

The Company’s computer systems are vulnerable to damage and interruption from a variety of sources, including
telecommunications failures, malicious human acts, and natural disasters, and there is always a risk of unanticipated
problems. There is a risk of unauthorized access to confidential information such as employee and customer information
or trade secrets. There is additional risk if critical systems are not kept up to date and maintained under full
manufacturer’s support. The Company’s insurance policies may not cover or adequately compensate the Company for
any losses that may occur due to any failures in its I'T systems.

Foreign cutrency exchange rates may adversely affect results.

The Company derives a large portion of its revenues from international sales. For the year ended October 31, 2013, the
Company derived approximately 95% and 36% of total revenues from continuing operations, from outside Canada and
the U.S., respectively. In addition, the Company purchases product from outside of Canada and has commitments to
purchase products over a number of years in U.S. dollars. The Company’s financial statements are denominated in U.S.
dollars. However, the Company’s primary operating locations are in Canada, and the Company incurs operating
expenses in Canadian dollars. As a result, factors associated with international operations, including changes in foreign
cutrency exchange rates, could significantly affect the business, financial condition and results of operations of the
Company.

As a global company, the Company’s exposure to foreign-exchange rate changes includes, but is not limited to, the
following:
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® Costs and revenues denominated in Canadian dollats, when translated into U.S. dollars for financial reporting
purposes, can fluctuate due to exchange rate movements;

¢ Embedded derivatives based on the currency of certain contracts the Company enters into with customers and
suppliers, in particular the Company’s Russian supply agreements, are valued at market rates, and the Company may
report significant non—cash gains or losses based on changes in current and expected future, or commonly referred
to as forward, exchange rates;

® The Company may from time to time hold a portion of its cash in Canadian dollars which may result in a reduction
of cash reported in U.S. dollars if the U.S. dollar strengthens relative to the Canadian dollar;

* Certain long-term contracts with suppliers or customers may experience significant fluctuations in foreign exchange
rates over several years thereby impacting cash flows and results of operations of the Company; and

® Certain contracts may involve foreign exchange risk when costs are incurred in a different currency than revenue.
Labour relations.

Approximately 46% of our employees, mainly technical and production employees, are currently unionized. Our current
collective agreement with our Kanata employees expires in 2014 and our current collective agreement with our
Vancouver employees expired in 2013 and a new agreement is in the process of being renewed. Management believes
that the Company’s current labour relations with unionized employees are healthy, however failure to renew these
agreements on reasonable terms could result in labour disruptions and increased labour costs, which could have a
material adverse effect on the business, financial conditions and results of operations.

Risks related to the Company’s credit facility agreement and liquidity.

In January 2013 Nordion entered an $80 million Amended and Restated senior secured credit facility agreement with the
Toronto-Dominion Bank (TD) and a select group of other financial institutions. The credit facility consists of a $20
million revolving credit facility and a separate facility of up to $60 million to be used for the issuance of letters of credit.
The latter facility will be fully secured including a specific pledge of cash collateral. Cash pledged against the facility will
be reported as restricted cash and will be unavailable for operation. The facilities contain a number of financial and non-
financial covenants. The financial covenants related to the $20 million revolving credit facility require the Company to,
among other things, maintain a certain level of earnings before interest, tax, depreciation and amortization (EBITDA)
and tangible net worth (both measures are defined in the credit facility agreement and include certain adjustments to
amounts included in our financial statements). Failure to meet a covenant, or another event of default, could result in the
Company being required to repay all amounts drawn on the credit facility. As at October 31, 2013, the Company had
$36.9 million of letters of credit, and the amount in letters of credit issued against the credit facility may increase to $60
million in fiscal 2014. The use of cash, if available, to repay drawn amounts and/or to collateralize letters of credit issued
against the credit facilities, could have a material adverse effect on the Company’s financial position and have a negative
effect on the Company’s ability to execute its strategy.

The current credit facility will expire on January 24, 2014, however based on the Company’s current capital structure,
management believes there is minimal risk that the facility will not be extended or replaced.

Compliance with laws and regulations affecting public companies.

As Nordion is traded on both the Toronto Stock Exchange (T'SX) and the New York Stock Exchange (NYSE), it is
subject to complex regulations for which compliance is expensive and time consuming. Any future changes to the laws
and regulations affecting Canadian public companies and U.S. foreign private issuers, and/or a determination that
Nordion no longer qualifies as a foreign private issuer, may cause the Company to incur increased costs and efforts as it
evaluates the implications of the new rules and responds to new requirements. Delays or a failure to comply could result
in enforcement actions, the assessment of penalties and/or civil suits.

The Company may be required to hire additional personnel and utilize additional outside legal, accounting and advisory
services, all of which could cause general and administrative costs to increase beyond what the Company currently has
budgeted. The Company is continually evaluating and monitoring developments with respect to these laws, rules and
regulations, and it cannot predict or estimate the amount of the additional costs it may incur or the timing of such costs.
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New laws and regulations may make it more expensive for the Company to provide indemnities to its officers and
directors and may make it more difficult to obtain certain types of insurance, including liability insurance for directors
and officers. The Corporation may, therefore, be forced to accept reduced policy limits and coverage or incur
substantially higher costs to obtain the same or similar coverage. The impact of these changes could also make it more
difficult for the Company to attract and retain qualified persons to serve on its Board of Directors, ot as executive
officers.

Dependence upon the services of key personnel.

The Company’s success depends, to a significant extent, upon the Company’s ability to continue to attract, retain,
develop and motivate qualified personnel, in particular its executive officers and key management, scientific, technical
and sales personnel. The loss of the services of the Company’s key personnel could have a material adverse effect on the
business and results of operations of the Company. The Company does not maintain key person life insurance policies
on any of its officers or employees. The competition for qualified employees is intense. The investment required to
attract and retain key personnel, including the provision of compensation packages that are competitive, could have an
impact on the profitability of the business of the Company. Compensation and benefit packages provided by the
Company may not be viewed as competitive and the Company may have to increase salaties and benefits in an effort to
retain key employees; the failure to do so could adversely affect the Company’s ability to attract or retain key employees.

Regulations or changes in regulations may reduce demand for the Company’s products and services, and
increase expenses.

Nordion competes in markets in which it, and its customers, must comply with federal, state, local, and foreign
regulations, such as environmental, nuclear, health and safety, food and drug, and medical device regulations. These
regulations or changes in regulations may create of affect market demand for products and services. Because of the high
cost to develop, configure, and market products and services to meet customer needs and regulatory requirements, any
significant change in applicable regulations could reduce demand for the Company’s products or services or increase the
costs associated with manufacturing, distributing and selling these products and services. Sales of Nordion’s products
depend, in part, upon the extent to which the costs of its customets’ products are reimbursed by governmental health
administration authorities, private health coverage insurers and other third-party payors. Reimbursement criteria for
apptoval vary by country, and are becoming increasingly stringent. The Company’s customers’ ability to obtain
appropriate reimbursement affects both the quantity and price of the products they purchase and the prices they are
willing to pay.

In addition, changes to government healthcare reimbursement policies could have a significant impact on our customers’
spending decisions. In recent years, the U.S. Congress and U.S. state legislatures have considered various types of
healthcare reform in order to control growing healthcare costs. Similar reform movements have occurred in Europe and
Asia. Implementation of healthcare reform legislation to reduce costs could limit the profits that can be made from
existing products and the development of new improved products. This could adversely affect R&D expenditures by
pharmaceutical and biotechnology companies which could in turn decrease the business opportunities available to the
Company.

Economic conditions.

Adverse economic conditions and customer, supplier, regulatory or government response to those conditions could
affect our business or results of operations. There can be no assurance as to when such conditions will change.
International financial markets and economies are uncertain, and have been experiencing a period of upheaval
characterized by significant debt levels, bankruptcy, failure, collapse or sale of various financial institutions, diminished
liquidity and credit availability, declines in consumer confidence and economic growth, increases in unemployment rates
and uncertainty about economic stability. Nordion’s customers may experience financial difficulties or be unable to
borrow money to fund their operations, which may adversely affect their ability or decision to purchase our products, ot
pay for our products once purchased. The economic downturn may also, among other things, create downward pressure
on the demand for and pricing of our products, of affect our ability to borrow money, which could have an adverse
effect on our business, financial position and results of operations.
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Intellectual property protection.

Nordion’s success depends in part on obtaining, maintaining and enforcing our patents, trademarks, and other
proprietary rights, and our ability to avoid infringing the proprietary rights of others. The Company possesses an array of
copyrights, trademarks, patents, unpatented proprietary technologies, trade secrets and know-how.

Nordion has applied, or intends to apply, for additional patents to cover its newest products. The Company may not
obtain issued patents from any pending or future patent applications owned by or licensed to us. Of the patents Nordion
currently holds, the issued claims may not be sufficient to protect the full scope of its technology. In addition,
competitors may design around Nordion’s technology ot develop competing technologies or challenge the validity of
Nordion’s patents.

We may not be able to effectively protect our rights in unpatented technology, trade secrets and confidential
information. Although we require our new employees, consultants and others with whom we do business to execute
confidentiality agreements, these agreements may not provide effective protection of our information or, in the event of
unauthorized use or disclosure, may not provide adequate remedies. Intellectual property rights may also be unavailable
or limited in some foreign countries, which could make it easier for some of the Company’s competitors to capture
increased matket position.

Nordion may incur significant expense in any legal proceedings to protect the Company’s proprietary rights or to defend
infringement claims by third parties. If Nordion is unable to adequately protect its intellectual property, the Company’s
market share, financial condition and results of operations may be adversely affected.

Third parties may claim that our products infringe their intellectual property rights. Claims of third parties against the
Company of infringements would divert management’s time and effort and could result in decreased sales; substantial
litigation costs; awards of substantial damages; court orders that could force us to make changes to our products, pay
royalties or other fees to licence rights in order to continue manufacturing and selling our products, or effectively
prevent the Company from manufacturing, using, importing or selling its products in certain countries; all of which
could have a material adverse effect on the Company’s financial results.

Nordion licences intellectual property rights to and from third parties. The measures that the Company employs to
protect these technologies and these rights may not be adequate.

Substantially all of the Company’s revenue is derived from products that are not protected by patents. While the
Company has among other things, trade secrets, know-how, regulatory approvals and licenses, most of Nordion’s
products or similar variations could be produced by other companies that may choose to compete with Nordion, which
could result in a loss of market share or reduction in price.

Volatility of share price and dividend policy.

The market price of Nordion’s shares is subject to volatility. Deviations in actual financial results as compared to the
expectations of securities analysts who follow the Company can have a significant effect on the trading of Nordion’s
Common shares. In addition, Nordion’s revenues and profitability growth may vary from one quarter to another due to,
among other things, the events discussed in these risk factors, quartet-to-quarter variances in our financial results, the
nature of our business, ot a decline or rise of stock prices in the capital markets generally.
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6. SELECTED CONSOLIDATED FINANCIAL INFORMATION

6.1. Summary Annual Information

Year ended October 31
(thousands of U.S. dollars) 2013 2012 2011
Revenues $ 232,790 $ 244,840 $ 274,027
Costs and expenses
Direct cost of revenues 110,243 110,992 126,076
Selling, general and administration 82,402 69,831 65,107
Depreciation and amortization 11,824 17,080 22,375
Restructuring charges, net 143 1,781 1,592
Change in fair value of embedded derivatives 1,044 12,020 (2,649)
Impairment of long-lived assets 29,201 - -
Other (income) expenses, net (33,883) 32,041 8,549
Gain on sale from Targeted Therapies (188,870) - -
Operating income from continuing operations 220,686 1,095 52,977
Interest expense (4,232) (4,406) (2,499
Interest and dividend income 5,121 6,835 10,274
Income tax recovery (expense) 15,575 (32,393) (17,122)
Loss from discontinued operations, net of income
taxes - - (26,655)
Equity loss - - (128)
Net income (loss) $ 237,150 $ (28,869) $ 16,847
Gross margin 53% 55% 54%
Capital expenditures from continuing operations $ 2,000 § 7,384 § 6,732
‘Total assets $ 617,051 § 428,581 $ 458,663
Long term financial obligations $ 40,441 $ 43331 § 44330

6.2. Capital Structure

When looking at the Company’s capital structure, Nordion considers, among other things, requirements for operations,
including working capital fluctuations, the Company’s ability to access capital, the Company’s risk profile, and the
flexibility provided by cash and liquidity sources. In addition, with the uncertainty in the Medical Isotopes business, in
particular Nordion’s current reliance on the NRU reactor and the absence of an alternate supplier at this time post 2016,
the Company intends to maintain a certain level of liquidity and access to capital.

Nordion uses a combination of equity and long-term debt to finance its business. The Company has one class of shares
authorized and outstanding, being common shares. As at October 31, 2013, there were 61,909,301 common shares
issued and outstanding.

The common shares entitle the holder thereof to receive notice of, to attend, and to vote at all meetings of holders of
common shares. Each common share entitles the holder thereof to one vote pet share and to share rateably in the assets
of the Company on liquidation or dissolution.
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On June 3, 2011, Nordion entered into a three-year $75 million revolving committed credit facility with TD as its lead
lender and a syndicate of other financial institutions. In fiscal 2012, the Company used the credit facility, as planned, to
reissue existing letters of credit, to issue new letters of credit, and to provide an additional source of liquidity.

On January 25, 2013, Nordion entered an $80 million Amended and Restated senior secured credit facility agreement
with the Toronto-Dominion Bank and a select group of other financial institutions. The credit facility consists of a $20
million revolving credit facility and a separate facility of up to $60 million to be used for the issuance of letters of credit.
The latter facility will be fully secured including a specific pledge of cash collateral. Cash pledged against the facility will
be reported as restricted cash and will be unavailable for operation. The primary purpose of the $20 million revolving
credit facility is for general corporate purposes.

Under this credit facility, the Company is able to borrow Canadian and US dollars by way of Canadian dollar prime rate
loans, US dollar base rate loans, US dollar Libor loans, the issuance of Canadian dollar bankers’ acceptances and letters
of credit in Canadian and US dollars. The amended credit facility is for a one-year term, which may be extended on
mutual agreement of the lenders for successive subsequent periods.

In third quarter fiscal 2013, Nordion obtained consent from the Amended and Restated Credit Facility Lenders for the
divestiture of the Targeted Therapies business to BTG, via an Amending Agreement dated July 12, 2013.

As at October 31, 2013, the Company had $36.9 million of letters of credit issued against the credit facility.

The Company has a defeased non-interest bearing government loan, and a note payable associated with the purchase of
specific assets. At October 31, 2013, long-term debt consisted of a $40.3 million, non-interest bearing government loan;
and other commitments totaling $0.1 million which represent capital lease obligations. The fully funded financial
instrument that defeases the non-interest bearing government loan is valued at $43.8 million.

6.3. Shareholders Rights Plan

On March 7, 2012, the shareholders of the Company ratified and confirmed an amended and restated shareholder rights
plan (the “Rights Plan”). The Company originally implemented a shareholder protection rights agreement on March 3,
2000 and was amended, restated and renewed by shareholders in March of 2003, 2006 and 2009. The Rights Plan will
expire at the close of business on the date upon which the annual meeting of shareholders to be held in 2015 terminates,
subject to eatlier termination of reconfirmation by the shareholders. The Rights Plan is available at www.sedar.com ot
www.edgar.com.

6.4. Dividend and Share Buy Backs

The Company did not pay any dividends in fiscal 2013. In September 2012, Nordion announced it had suspended the
payment of its quarterly dividend and cancelled its normal course issuer bid (NCIB). This decision was based on the
uncertainty associated with several factors, including the potential payment of a portion of AECL?’s arbitration costs, the
ongoing internal investigation, pension funding obligations and molybdenum-99 revenue and supply.

The Company had previously approved the introduction of a quarterly cash dividend, which was set at $0.10 pert share,
and the reinstatement of a NCIB to repurchase outstanding common shares of the Company on the open market in
January 2011.

In fiscal 2012, Nordion distributed $18.6 million in dividends, by $0.10 per share dividends issued in the first and second
quarters. In fiscal 2011, Nordion distributed $19.2 million in dividends, by $0.10 per shate dividends issued in each
quarter of fiscal 2011.

In fiscal 2012, Nordion repurchased 398,500 common shates for $3.5 million through the 2011 NCIB that commenced
on January 31, 2011, and 71,120 common shares for $0.5 million through the 2012 NCIB that commenced on February
2, 2012. Under the 2012 NCIB Nordion was authorized by the TSX to purchase for cancellation up to 3,105,901
common shares, which represented approximately 10% of Notdion’s then public float and 5% of Nordion’s then
outstanding shares.
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In fiscal 2011, Nordion repurchased 4,860,132 common shares for $52.4 million through the 2011 NCIB that
commenced on January 31, 2011. Under the 2011 NCIB Nordion was authorized by the TSX to purchase for
cancellation up to 5,677,108 common shates, which represented approximately 10% of Nordion’s then public float and

8% of its outstanding shares.

6.5. Ownership and Other Restrictions

The wholly-owned indirect subsidiary of the Company which holds the Nordion assets is subject to the Nordion and
Theratronics Divestiture Authorization Act (Canada). This Act effectively imposes restrictions and limitations on the beneficial
ownership or control of voting shares of Nordion (Canada) Inc. by “non-residents” of Canada (as such term is defined
in the Act). These restrictions can significantly reduce the ability of the Company to consider certain strategic
transactions which could be beneficial to the Company.

7. MANAGEMENT’S DISCUSSION AND ANALYSIS

Please refer to Nordion’s fiscal 2013 MD&A.



8. MARKET FOR SECURITIES
8.1. Trading Price and Volume
The Company’s outstanding common shares are listed for trading on the Toronto Stock Exchange (TSX) (TSX: NDN)

and the New York Stock Exchange (NYSE) (NYSE: NDZ). The following table sets forth the price ranges and volume
of common shares traded on the TSX and the NYSE for each month of fiscal 2013.

TSX NYSE
High Low Volume High Low Volume
(CDN$) US$)

October 2013 9.25 8.49 204,188 8.95 8.11 962,618
September 2013 92.06 8.10 378,805 8.79 7.81 661,889
August 2013 8.40 7.49 299,922 8.06 7.27 754,860
July 2013 7.99 7.29 301,212 7.68 7.15 555,143
June 2013 8.18 7.50 388,116 7.89 713 955,924
May 2013 8.30 7.01 1,656,584 8.03 6.98 1,121,071
April 2013 7.14 6.69 289,025 7.05 6.56 513,352
March 2013 7.25 6.43 2,576,637 7.05 6.45 1,323,252
February 2013 7.49 6.97 430,538 7.48 6.80 1,214,158
January 2013 7.40 6.22 485,197 7.33 6.30 1,152,054
December 2012 6.64 6.01 630,469 6.70 6.07 569,806
November 2012 6.80 6.22 418,050 6.78 6.25 597,365

Source: Bloomberg

Other than the common shares, no other class of securities of the Company is traded or quoted on any exchange ot
market.
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9. LEGAL PROCEEDINGS
The following is a summary of material legal proceedings involving Nordion.
9.1. AECL Arbitration

Please refer to Section 4.4 - Specialty Isotopes — Medical Isotopes — Nordion’s Supply of Medical Isotopes — MAPLE
Facilities and Settlement with AECL for additional information regarding the arbitration and related settlement.

9.2. Bioequivalence Studies

During fiscal 2009, Nordion was served with a Complaint, filed with the Superior Court of New Jersey, related to repeat
study and mitigation costs of $10 million and lost profits of $70 million. This legal action, commenced by Dr. Reddy’s
Laboratories Ltd. and certain affiliated companies related to certain bioequivalence studies cartied out by the former
MDS Pharma Services business unit at the Montreal, Canada facility from January 1, 2000, to December 31, 2004. On
March 21, 2013, Nordion announced that this claim had been settled. Details of the settlement are confidential. The
settlement resulted in 2 loss of $1.3 million after taking into account financial reserves maintained by us in relation to the
claim. Most of the settlement was covered by insurance, and resulted in a net cash outflow of approximately $17 million
that included insurance proceeds received to date. In October 2013, the Company received $4.9 million in cash resulting
from a successful claim against one of its insurers in this matter and recorded a $4.9 million litigation gain during the
fourth quarter of fiscal 2013.

During fiscal 2009, Nordion was served with a Statement of Claim from Apotex Inc., filed with the Ontario Court of
Justice, related to repeat study and mitigation costs of C$5 million and loss of profit of C$30 million. This action relates
to certain bioequivalence studies carried out by our former MDS Pharma Setvices business unit at its Montreal, Canada
facility from January 1, 2000, to December 31, 2004. We maintain reserves in respect of repeat study costs as well as
errors and omissions insurance. We have assessed this claim and have accrued amounts related to the direct costs
associated with the repeat study costs in the FDA provision. No specific provision has been recorded related to the
claim for lost profit, other than insurance deductible liabilities included in accrued liabilities. We have filed a Statement
of Defence and are vigorously defending this action. The discovery process is currently ongoing.

9.3. Arbitration with Life Technologies Corporations

As part of the sale of MDS Analytical Technologies completed in the first quarter of fiscal 2010, Notdion’s joint venture
partnership with Applied Biosystems, a division of Life Technologies Corporation (Life), was dissolved. A disagreement
arose between Nordion and Life, the former partners, as to the approptiate treatment of certain inventory sold by the
partnership to Applied Biosystems prior to the dissolution of the joint venture partnership. In the third quarter of fiscal
2011 the arbitrator in the hearing ruled in favour of Life, awarding them a settlement of approximately $9.5 million.
Nordion has to date not made payment of this amount.

Subsequent to the arbitrator’s ruling, on September 30, 2011, Nordion filed a statement of claim against Life in the
Ontario Superior Court of Justice seeking recovery of approximately C$30 million and requested the $9.5 million
settlement payment be stayed pending the outcome of this new claim. In December 2011, Life filed its statement of
defense, and Nordion expects that Life will vigorously defend this action. In March 2012, Nordion filed a motion for
summary judgment, requesting damages of $35 million and a stay of the previous arbitration award. In May 2012, Life
filed 2 motion to dismiss; and in June 2013 Life filed a Reply to Nordion’s defence. Hearing of the motions are
scheduled for July 2014. Affidavits and expert reports in support of the action have been prepared and delivered by
Nordion. LIFE has retained experts and delivered responding materials in January 2013.
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9.4. Radiation Overexposure Claim

The Company has received a Petition for Damages from counsel representing approximately 34 plaintiffs, which was
filed on October 20, 2011, in the Circuit Court of St. Louis County, Missouri, United States. The petition claims
damages resulting from alleged ovetexposure of the plaintiffs arising from defects in external beam irradiation therapy
equipment. The petition has been filed against several defendants including the Company. The action stems from suits
filed in Missouri in 2001, and later in several other jurisdictions (including Panama), all of which were dismissed on
competency or jurisdictional grounds. After the Supreme Court in Panama in 2010 reaffirmed the lack of competence
and jurisdiction in Panama, Plaintiff’s re-filed the present action in St. Louis County, Missouri.

The Plaintiffs are claiming wrongful death and/or loss of chance of survival arising from alleged negligence in design,
testing, manufacture and operation, and resulting defects in, external beam irradiation therapy equipment (Theratron
780-C teletherapy units) and associated software, which the Plaintiffs claim resulted in overexposure to radiation during
treatment of 34 patients in Panama who either died as a result of overexposure to radiation ot continue to suffer from
the effects of over radiation.

The treatment planning software calculating patient irradiation exposure used with the equipment was of third-party
design and was not sold or provided by Nordion. Damages claimed have not been specified by Plaintiffs and no
Company specific-provision has been recorded or accruals have been made for this claim. In December 2011, the
Company filed motions to dismiss on competency and jurisdictional grounds in St. Louis County, Missouri. The motions
were heard in August 2012 and the action was subsequently dismissed on jurisdictional grounds.

9.5. Factory Mutual Global

As a result of the shutdown during 2007 of the NRU reactor operated by AECL, Notrdion is advancing a claim against
its property insurer Factory Mutual Global (FM Global) with respect to economic loss of up to C$25M suffered by
Nordion. A Proof of Loss under the applicable insurance policy was executed by Nordion on October 20, 2010 and
subsequently delivered to FM Global. On October 22, 2010, Nordion filed a Statement of Claim against FM Global in
the Ontario Superior Court of Justice. FM Global filed its Statement of Defence in November 2011, and Nordion filed
its Reply December 15, 2011. FM Global has indicated that it intends to vigorously defend this claim.

10. DIRECTORS AND OFFICERS
10.1. Directors

The Company currently has a Board of Ditectors comprised of nine persons. Each of the directors has been elected to
serve until the next annual meeting of shareholders. In accordance with the provisions of the CBCA, the directors are
authorized from time-to-time to increase the size of the Board of Directors, and to fix the number of directors, up to the
maximum of 20 persons, as currently provided under the articles of the Company, without the prior consent of the
shareholders. The Board of Directors is permitted to appoint one or more directors to hold office between annual
meetings for a term expiring not later than the next annual meeting of shateholders, provided that in no event shall the
number of directors appointed in that manner exceed one third of the number of directors elected at the previous annual
meeting,

The following desctibes the Directors of the Company. Details on compensation and share ownership guidelines for the
Directors will be contained in the Company's management proxy circular for its 2014 annual meeting of shareholders,
which will be posted on the Company’s website at www.nordion.com and will be available at www.sedar.com and

WWW.S€C.GOV.

The information below as to securities of the Company, including both defetred share units (“DSUs”) and common
Shares, is as at October 31, 2013. The information as to the number of common Shares beneficially owned or over
which control or direction is exercised has been provided by the respective directors.
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Mr. Anderson, a Chartered Accountant, is a Corporate Ditector, having retired in 2005 after serving 14 yeats with BCE Ine.
(a global communications company headquartered in Montreal, Quebec). From 2001 to 2005, Mt. Anderson was President
of BCE Ventures (a subsidiary of BCE Inc) and from 1997 to 2000 was Chief Financial Officer of BCE Inc. Mr.
Anderson was formerly a ditector of Four Seasons Hotels Inc. and Sears Canada Inc.

Areas of Expertise: Business Development/Global Financial/ Opetations/Strategy

William D. Anderson,
64

Toronto, Ontario,
Canada

Ditector since 2007 . , ,
Independent! Board of Ditectors (Chair) 13713 Gildan Activewear Inc. (Chairman of ¢
Finance & Audit Committee (the “T&A Cominittee”) 7/8 Board)

(attended as Chair of the Board)

he

Sun Life Financial Inc. (Chair, Audit and

Environmental, Health, Safety & Governance 4/4 Compli: Review Cc itree: Member. Risk
Committee (“BEHS&G Committee”) (attended as ,,(‘nfxp m}@ cview ~ommittee; Member, Risk
Chair of the Board) Review Committee)

Human Resources & Compensation Cominittee 7/7

TransAlta Corporation (Membet, Audit and
Risk Committee; Member, Governance and
Technology Committee 1/1 Favironment Committee)

(attended as Chair of the Boarc

(“HRC Committee”) (attended as Chait of the Board)

Total At-Risk Value of Minimuin
Fiscal Common Total Common Commmon Shares and Ownership
Year Shates DSUs? Shares and D8Us DSUs! Requirement®
§773,027
2013 5,000 68,552 73,552
$685,012 )
2012 5,000 54,261 59,261 S8
$88,015
change Ni 14,291 14,291

48



Jeffrey Brown, 52

Corona del Mar, CA,
LISA
Director since 2012

Independent!

William G, Dempsey,
62

Marco Island, Florida,
USA

Directot since 2008
Independent!

Since 2007, Mr. Brown has been the Chief Executive Officer and founding membet of Brown Equity Partners, LLC (o U.S,
venture capital firm and private equity firm in Orange County, California), Previously he served as a founding pattnes fot
Forrest Binkley & Brown, a U.8. private equity/ventute capital fitrn. Mr. Beown has served on the board of directors of
over 40 companies during his 25 yeats in the investment industry. He has also been Chairman of the board of directors of
10 companies in both the public and private sectots and has extensive experience in chairing Audit, Compensation, Finance
and Special Committees.

Areas of Expertise: Financial/Governance

Boa:rd Vs:)f Ditectors
F&A Committée

Total At-Risk Value of Minimum
Fiscal Comimon Total Common Comimon Shares and Ownership
Year Shares D&Us? Shares and DSUs DSUs* Requirement’
$247,731
2013 Nil 31,377 31,377
$39,734 $122,598
2012 Nil 6,124 6,124
$207,997

Mz Dempsey is a Corporate Director and was formerly an Execative with Abbott Laboratories (a health-care company) for
25 years prior to his retirement in 2007. Mr. Dempsey’s assignments incloded Bxecutive Vice-President of the
Pharmaceutical Produets Group and Senior Vice-President of International Operations.

Areas of Expertise: Business Development/Global Financial/Global Life Sciences/ Governance/
Human Resources/Marketing/ Opetations/R&D/ Strategy /Sales

Board of Ditectors 13713
HRC Committee (Chair) 777
Technology Committee . /1

Hospira, Inc. (Chair, Quality Committee;
Member, Audit Committee; Member, Science
and Technology Committee)

Landauer, Inc. (Chair, Compensation
Committee

Total At-Risk Value of Minimum
Fiscal Comumon Total Common Common Shares and Ownership
Year Shares DsUs? Shares and DSUs DsUs? Requirement®
§913,894
2013 Nil 103,371 103,371 $122 598
$800,109 e
2012 Nil 85,520 85,520
N $113,785
Votes received in sharcholder election. FOR.: 35, 5, ()¢ , HELD:
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Ms, Mogford is a Cotporate Director and a former Deputy Minister of Finance and Deputy Minister of Natural Resoutces
for the Province of Ontatio. Ms. Mogford was made a Fellow of the Institute of Corporate Directors (ICD) in 2002 in
recognition of her contribution t6 corporate governance in Canada and in 2004 she was one of the fiest directors accredited
to the 1CD/Rotman School of Management Directors Education Program. Ms. Mogford was formetly a director of
Falconbridge Limited, Sears Canada and 9 other public company boatds.

. . ©ance/ Government/ Human Resources/ Environmental/Health & Safety /Regulatory
Mary A, Moglord, 69 i / / / ¢ y /Reg v/

Newcastle, Ontario,

Canada
Director since 1998

Independent!

Board of Director
FHS&G Committee (Chair) 4/4
HRC Committee 777

Potash Corporation of Saskatchewan
(Member, Corporate governance and
notinating comimittee; Member,

compensation comimittes)

A et
Total At-Risk Value of Minimum
Fiscal Cominon Total Common Common Shares and Ownership
Year Shares D8Us? Shares and DSUs DS8Us* Requirement?
$991,674
2013 13,150 66,440 79,590
$906,422 o
2012 13,150 52,380 65,536 $122,598
$85,252
change i 14,054 14,0

Mr. Murphy joined Evercore Pastoers Inc., an independent investment banking advisory firm, in September 2011 as a
Senior Advisor, Investment Banking, He previously served as Vice-President of Licensing and Business Development
for Abbott Laboratoties (a health-care company) for 10 years, prior to his retirement in 2010. Dusing M. Murphy’s 30
veats of service at Abbott, he also served as President of Perclose Inc., a company in the international vascular business,
which was acquired by Abbott,

Ateas of Expertise: Business Development/Global Financial/ Global Life Sciences/Matketing/Operatons/

Sean Murphy, 61 R&D) /Strategy/ Sales

Lake Forest, HHlinois, S

USA %&%&%
. $

¢ Membersh
Director since 2011 .
independent!

o
i

Board of Directors /13 | Inmucor Inc. {Chair, Audit Committee)
P&A Committee E 3/ l
HS&G Comumitt \ E
Total
Common Total At-Risk Value of Minimum
Fiscal Cormon Shares and Common Shares and Ownership
Year Shares DSUs? DSUs DEUs? Requirement®
$574,374
2013 Nil 69,283 69,283
$333,091 $122,508
202 Nil 35,677 35,677
$241,283
33,600

o
o



Kenneth E. Newport,
48

Ottawa, Ontario, Canada
Director since 2010

Independent!

Mr. Newport, CA, CPA, is a Corporate Director, he served as Seniot Vice-President and Fxegutive Cotmmittee membier
at PRA International Inc. for three years until his retirement in 2005, Tn the mid-nineties he was co-founder and
President of CroMedica Inc., a clinical trials contract research otganization which was sold to PRA International in 2002,
Mr. Newport was also a founding member of Global Biomedical Capital Corporation, Zelos Therapeutics Inc., Prime
Trials Inc. and other life science organizations. He is a mémber of the Institute of Corporate Directots ( 1CD.D) and
setves on the corporate boards of Jennerex Inc., Medgenesis Therapeutics Inc., Global Biomedical Capital Corp. and the
Ottawa Hospital Research Institute.

Areas of Expertise: Business Development/Global Financial/ Global Life Sciences/ Operations/ R&D/ Strategy/Sales

Board of Ditectors
F&A Committee
Technol
Total
Common Total At-Risk Value of Minimum
Fiscal Common Shares and Common Shares and Ownership
Year Shates DSUg? D&Us DSUs! Requirement’
$398,697
2013 ~Nil 47,438 47,438
, $269.391 $122,508
2012 Nil 28,995 28,995
$129,306
chan Nil 18,443 18,443
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Dr. Olukotun has been the Chief Executive Officet of Cardiovax Inc., a biotechnology company focused on developing
innovative cardiovascular thesapies, since 2006. He is also a co-founder of VIA Pharmaceuticals and served as its Chief
Medical Officer from 2004 untl 2008, From 2000 to 2003, he was the Chief Fxecutive Officer of CR Strategies, LLC; a
clinical research and development consulting firm. From 1996 to 2000, Dr. Olukotun was Vice President of Medical and
Regulatory Affairs and Chief Medical Officer of Mallinckrodt, Inc. He is 2 Fellow of the: American College of Cardiology
s well as the Arerican Heart Association. Dr. Olukotun was previously a director of Icagen Inc. and SemBioSys Genetic,
Inc.

r. Ad(}y Olakotun,

68 Areas of Expertise: Global Life Sciences /Gavernance,/ Medical/ Operations/R&D/ Regulatory/Strategy
Hopewell, WNew Jersey, . S

LISA

Director sinee 2010

e

Independent!

Board of Directot
BHS&G Committee 4/4 E

Committee ) 11

Technology

Total
Common Total At-Risk Value of Miniroum
Fiscal Common Shares and Comimon Shares and Ownership
Year Shates DSUs? DSsUs DSUs* Requirement?
$476,749
2013 il 55,374 55,374
$360,427 s s
2012 Nil 38,089 38,089 4 §122,598
change $116,322
17,285

93
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Steven M. West, 61

Ottawa, Ontatio,
Canada

Director since 2010

Not Independents

Mr. West is President and Chief Executive Officer of Nordion, He was appointed Chief Executive Officer in January
2010. Mr, West, who in September 2009 was appoifited Chief Operating Officer, has served as President of Nordion
since April 2003. He joined MDS Capital Cotp. (now Lumira Capital) in 2001 as a senior partner after serving as
President of DiverseyLever Canada. His background includes various Chief Executive Officer assignments in Asia and
the Pacific Rim, as well as international business-development tesponsibilities in the specialty chemicals field. Steve has a
degree in Genetics from London University (UK) and completed postgraduate research in Biotechnology. He is a
member of the Canadian Council of Chief Exccutives and the Institute of Corporate Directors, and serves of Chair of
the Executive Committee for the Otawa Hospital Foundation.

Areas of Expertise: Business Drevelopment/Global Life Sciences

Board of Directors
Technology Committ

S

Total
Common Total At-Risk Value of Minimum
Fiscal Common D8Us/ Shates and Common Shares and Ownership
Year Shares RSUg? DSUs/RSUs DSUs/RSUs7 Requirement?
$1,547,994
2013 29,800 96,415 126,215 $950,379
2012 29,800 96,415 126,215 $1,317.914
Change $230,080
Nl Nil Nil
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Ms. Woodruff, a Fellow Chartered Accountant, is a Consultant and Cotporate Director, having sefved as Vice-Président
and Special Advisor of BC Hydro until 2011, Prior to this, Ms, Woodruff served as Interim President (2009-10y and Vice-
President and Chief Financial Officer (2007-08) of BC Transmission Corporation. Ms. Woodruft was Vice President and
CFO of Vancouver Coastal Health (2003-07), following fourteen yeats with Westcoast Energy. Ms, Woodruff holds. the
Institute of Corporate Directors accreditation, Ms. Woodruff 1s a director of Capstone Infrastructure, PortisBC and the
Mutual Fund Dealers Association of Canada and is a former director and Audit Committee Chair of Pacific Northern Gas.

Areas of Expertise: Business I’)c‘zvclmpmmt/ Finatieial/ Governance/ Government /Fluman Resources/
Janet Woodruff, 56 . Operations/Regulatory/Strategy
Vancouvet, British

Colurnbia, Canada
Ditector since 2011
Independent!

Board of Directors
F&A Committee (Chair)
HRC Comittee

Total At-Risk Value
of Mininum
Fiscal SOMImon Total Common Common Shares and Ownership
Year Shares DU Shares and DSUs DSUs! Requirement?
$427,436
2013 Nil 50,141 50,141
2012 Nil 37,756 37,756 $347,541 $122,598
$79,895

0 LT

Uhach of the difectors, other than Steven West, has been determined by the Board of Directots to be free of any relationship which could, in the view
of the Board, be reasonably expected to intetfere with the exercise of his o her independent judgment and to meet the criteria to be considered
independent as described in the corporate governance guidelines of the Ontario Secuatities Commission National Policy 58-101 and New York Stock
Exchange corporate governance rales.

2 Based upon information provided by each of the nominees there are no board interlocks,

3 Independent directors have the option of receiving their compensation in the form of DSUs under the Nordion Amended and Restated Deferred
Share Unit Plan for Non-Executive Directors of the Board (“DSU Plan”).

4 For the purpose of determining the value of the equity investment of an independent director in the Company at any time, the value of the IS
Common Shares held by such director is based upon the higher of a) the acquisition cost ot b) the market value of the Common Shares held or
Common Shares represented by DSUs held under the DSU Plan.

The acquisition cost for DSUs is the cumulative value of the TSX five-day average closing share price up to and including the last trading day of each
applicable fiscal quarter used to calculate the number of DSUs to be issued to each independent ditector. The acquisition cost for Common Shates is
the puschase price paid for shares bought on the secondary market by the director. The market value for DSUs and Common Shares is the six-month
average closing share price up to and inclading Octc ber 315, For fiscal 2013 and 2012 the value of Common Shares and DSUs for all independent
directors, ex Jeffrey Brown, is based on the acquisition cost. Mr. Brown’s F2013 DSUs have been valued using the market value and in F2012 his
DISUs were valued based on acquisition cost.

5 Hach independent director is required to own shares or D8Us in the Company with a value of not less than 5x his/her annual retainer. Directors are
given three years to accurnulate such ownership position. As at October 31, 2013 all of the independent Directors had exceeded the minimum
ownership guidelines.

§ Mr. West, the Chief Executive Officer of the Company, is the only non-independent direcror. His share ownership requiternent is based on two times
his three-year average salary as at October 31, 2013,

T As an emp dir

EEN

ctor, Mr. West does not participate in the DSU Plan. My, West’s DSUs and restricted share units (“RSUs”) are issued to him in his

capacity as Chief Executive Officer. For Mr. West, the value of Common Shares, RSUs and DSUs is calculated as set out in the Executive Share

Ownership Guidelines; at the higher of the acquisition cost, or the average closing share price on the T5X for the six-month petiod ending October
3¢t and converted to 11.S. dollars. For fiscal 2013, the value of Me. West’s shares is based on the acquisition cost. For fiscal 2012, under the former
Share Ownership Guideline policy, the T8X highest share price for the six month period ending October 31, 2012, C$10.49, was converted to U.5.$
and was used to caleulate Mr, West’s share ownership position,




10.2. Executive Officers

In addition to Mr. Steven West, CEO of Nordion, the Company’s Executive Management team currently comprises the

following individuals:

Executive Officer Officer of the Position with Nordion Employment History for the Previous Five
Company Years
Since

Peter Dans 2007 Chief Financial Officer Mz. Dans held the positions of SVP and VP

Ontario, Canada (CFO) Financial Planning and Analysis with Nordion
from 2007 to 2010. Before that he worked at
Nortel Networks from 1990 to 2007.

Christopher Ashwood 2010 Senior Vice-President Mr. Ashwood was Notdion’s SVP of Human

Ontario, Canada (SVP), Corporate Services Resources and Information Technology from
2008 to 2010.

Scott McIntosh 2010 Chief Operating Officer, Prior to his appointment, Mr. McIntosh was

Ontatio, Canada Specialty Isotopes VP, Manufacturing with Nordion since 2000.

Grant Gardiner 2013 SVP and General Counsel Prior to joining Nordion, Mt. Gardiner was

Ontatio, Canada & Corporate Secretary Vice-President, Associate General Counsel
with Blackberry from 2012 to January 2013,
and Corporate Secretary & Assistant General
Counsel from 2008 to October 2012. Before
that, he held leadership roles with Cognos
Inc., and JDS Uniphase.

Tamra Benjamin 2010 Vice-President (VP), Prior to her appointment, Ms. Benjamin was

Ontario, Canada

Government and Public
Relations

VP, Communications, Nordion from 2009 to
2010. Prior to joining Nordion, Ms. Benjamin

was Director, Marketing Communications
with TenXc Wireless.

Andrew Foti, formerly Senior Vice President, General Counsel and Corporate Secretary, assumed the position of Special
Counsel to the CEO from January 2013 to August 2013.

Jill Chitra, formerly SVP, Quality and Regulatory Affairs, left Nordion in October 2013.

To the knowledge of Nordion, based upon information provided by each of the directors and executive officers, the
directors and executive officers of Nordion, as a group, beneficially owned, ditectly or indirectly, or exercised control or
direction over an aggregate of 96,250 Nordion common shares, representing less than one percent of Nordion’s issued
and outstanding common shares as of October 31, 2013.

10.3. Cease Trade Orders, Bankruptcies, Penalties or Sanctions

To the knowledge of Nordion, no director or executive officer of Nordion (a) is at the date hereof or has been, in the
last 10 years before the date hereof, a director, chief executive officer (CEO) or chief financial officer (CFO) of any
company, including Nordion, that (i) was subject to a cease trade otder, similar order or an order that denied the relevant
company access to any exemptions under securities legislation, for a period of more than 30 consecutive days (an
“Order”) that was issued while the director or executive officer was acting in that capacity; or, (i) was subject to an
Otrder that was issued after the director or executive officer ceased to be a director, CEO or CFO and which resulted
from an event that occurred while that person was acting in the capacity as director, CEO or CFO.
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To the knowledge of Nordion, no director ot executive officer of Nordion, and no shareholder holding a sufficient
number of securities of Nordion to affect materially the control of Nordion, (i) is at the date hereof or has been in the
10 years before the date hereof, a ditector or executive officer of a company, including Nordion that, while that person
was acting in that capacity or within a year of that person ceasing to act in that capacity became bankrupt, made a
proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings,
arrangement ot compromise with creditors, or had a teceiver, receiver manager or trustee appointed to hold its assets,
or, (ii) has, within the last 10 years before the date hereof, become bankrupt, made a proposal under any legislation
relating to bankruptcy ot insolvency, or become subject to or instituted any proceedings, arrangement or compromise
with creditors or had a receiver, receiver manager or trustee appointed to hold the assets of the director, executive
officet, or shareholder except for; Mr. Jeff Brown, who was a member of the Office of the President of Forrest Binkley
& Brown Venture Co., a Texas corporation which was the general partner of Forrest Binkley & Brown, L.P., a Texas
limited partnership, which in turn was the general partner of SBIC Partners I, L.P., a technology venture capital fund
formed in 1998. In March 2005, SBIC Partners II, L.P. entered into a consent judgment whereby the U.S. Small Business
Administration (SBA) was appointed as receiver for SBIC Partners II, LP. Following the appointment of the SBA as
receiver, Forrest Binkley & Brown was appointed as agent to the receiver. Jeff Brown has not been materially involved
since 2006.

10.4. Conflicts of Interest

To the Company’s knowledge there are no existing or potentially material conflicts of interest between the Company or
a subsidiary of the Company and any director or officer of the Company or of a subsidiary of the Company.

11. FINANCE & AUDIT COMMITTEE
11.1.  Composition of Finance & Audit Committee
Chair: Janet P. Woodruff
Members (as of October 31, 2013): Jeffrey ]. Brown, Sean Murphy, and Kenneth E. Newport.

The responsibilities and duties of the Committee are set out in the Committee’s charter, the text of which is set forth in
Schedule A to this AIF. The responsibilities and duties of the Committee’s Chair are set out in the Committee’s Chair
position description, the text of which is set forth in Appendix A of Schedule A of this AIF.

The Board of Directors believes that the composition of the Finance & Audit Committee reflects a high level of
financial literacy and expertise. Each member of the Finance & Audit Committee has been determined by the Board of
Directors to be “independent” and “financially literate” as such terms are defined under applicable Canadian and United
States securities laws and the NYSE Corporate Governance Listing Standards. In addition, the Board of Directors has
determined that each of Janet P. Woodruff, Jeffrey J. Brown, Sean Murphy, and Kenneth E. Newport is an “Audit
Committee Financial Expert” as such term is defined under United States securities laws. The Board of Directors has
made these determinations based on the education and breadth and depth of experience of each member of the
Committee in particular.

Janet P. Woodruff (Chair) has been a Chartered Accountant in good standing with CICA since 1986. She received a
Masters in Business Administration in 1984. She has been Chair of Audit Committee for Pacific Northern Gas since
2006 and was Interim President of BC Transmission Corporation from 2009 to 2010. She was Chief Financial Officer
for BC Transmission Corp from 2007 to 2008; Vancouver Coastal Health from 2003 to 2007; and Engage Energy from
2000 to 2002. She was Controller for Westcoast Energy in 1998; Union Gas from 1994 to 1998; and Centra Gas from
1991 to 1993. She was Manager at Enst and Young in 1988.

Jeffrey J. Brown (Member) received a Masters in Business Administration from Stanford University in 1987. Mr. Brown
has been a private equity/venture capital investor for the past 25 years; Mr. Brown is the founding member and has
served as the CEO of Brown Equity Partners, LLC since 2007. Mr. Brown has served as Chairman of the audit
committees for Steadfast Income REIT Inc., Stamps.com Inc. and Golden State Vintaers Inc., and has served as a
member of various other audit committees, currently for M Financial and OG Financial.
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Sean Murphy (Member) obtained a Certified Public Accountant designation in the State of Illinois in 1976. He received a
Masters in Finance from the University of Illinois in 1975, He was Controller of a division of Abbott from 1981 to 1987.
He was President of Perclose Inc., a subsidiary of Abbott, from 2000-2001.

Kenneth E. Newport (Member) has been a Chartered Accountant in good standing with CICA since 1988, and is also a
Chartered Public Accountant. Mr. Newport received a Masters in Accounting from the University of Waterloo in 1988.
He worked in a public accounting firm as a Chartered Accountant for eight years from 1988 to 1996, and was a Partner
for seven of those years. He was Chief Financial Officer for CroMedica International Inc. from 1996 to 1999.

11.2. Auditor Fees

The fees for all services performed by the auditors for the years ended October 31, 2013 and October 31, 2012 are set
out below.

Years ended October 31 2013 (US$‘000s) 2012 (US$‘000s)
Audit Fees 1,670 941
Audit-related Fees 180 285
Tax Fees . )
All other Fees 152 40
Total 2,002 1,266

Audit Fees — an audit engagement is one in which Ernst & Young LLP, or a foreign affiliate, has been hired to render
an audit opinion on a set of financial statements or related financial information. These engagements include the opinion
issued on the consolidated financial statements of Nordion, the opinions issued on subsidiaries of Nordion as required
by statute in certain jurisdictions, and opinions issued on the financial statements of subsidiaries or entities over which
Nordion exercises management discretion. The latter category includes audit opinions issued on Pension Plans

established for the benefit of Nordion employees.

Audit-related Fees — an audit-related engagement is one in which some sort of assurance is provided that is not an audit
opinion or one which supports the ability of Ernst & Young LLP to render an audit opinion in an indirect manner. Such
engagements include reviews of the interim financial statements, the reports of which are provided to the Audit
Committee, accounting assistance and advice and translation services related solely to the Company’s filed financial
reports. From time to time, Ernst & Young LLP may also be engaged to provide audit-related services in connection
with acquisitions, including audits of transaction-date balance sheets and similar setvices.

Tax Fees — a tax engagement is one in which Ernst & Young LLP has been engaged to provide tax services, including
assistance with tax compliance and tax advice and planning. Tax compliance assistance is generally provided to the
foreign subsidiaries of Nordion and to certain entities that are controlled by Notdion, but in which there are other
minority interests. Tax compliance services include assistance with the preparaton and filing of tax returns, and
assistance in dealing with tax audits. Tax advice and planning services are provided to the Company and many of its
subsidiaries and relate to both income taxes and sales and use taxes.

All other Fees — The setvices comprising the fees reported as “All Other Fees” included costs associated with the
internal investigation and strategic review, as well as web user access fees.

11.3.  Pre-approval Policy for External Auditor Services
The Finance & Audit Committee has adopted processes for the pre-approval of engagements for services of its external
auditors. The Finance & Audit Committee’s policy requires pre-approval of all audit and non-audit services provided by

the external auditor.

All fees paid to the independent auditors for fiscal 2013 were approved in accordance with the pre-approval policy.
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12. INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

No director or executive officer of Nordion, and, to the knowledge of the ditectors and executive officers of Notdion,
(i) no person or company that beneficially owns, or controls or directs, directly or indirectly, more than 10 percent of
Nordion’s common shares, (ii) nor any of such persons’ or companies’ associates or affiliates, (iii) nor any associates or
affiliates of any director or executive officer of Nordion, has had a material interest, direct or indirect, that has materially
affected or is reasonably expected to materially affect the Company within the three most recently completed financial
years or during the current financial year.

13. TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar of the Company’s common shares is CST Trust Company, Toronto, Canada.

14. MATERJIAL CONTRACTS

Following are the only material contracts, other than contracts entered into in the ordinary course of business, which
have been entered into by the Company within the most recently completed fiscal year, or were entered into before the
most recently completed fiscal year and are still in effect, deemed to be material:

a) Comprehensive Settlement Agreement between AECL and Notdion (Canada) Inc. dated as of August 19,
2013 (see Section 4.4 - Specialty Isotopes — Medical Isotopes Nordion’s Supply of Medical Isotopes -
MAPLE Facilities and Settlement with AECL)

b) Credit facility Agreement between Nordion Inc. as Borrower, The Toronto-Dominion Bank as
Administrative Agent. TD Securities Inc. as Lead Arranger and Bookrunner and various financial
institutions dated as of January 25, 2013, as amended July 12, 2013 (see Section 6.2 -Capital Structure).

) Share Purchase Agreement between BTG plc, BTG International Holdings Ltd., Nordion (Canada) Inc.
and Nordion Inc. dated as of May 22, 2013 (see Section 4.6. - Divested Businesses).

d) Amended and Restated Shareholder Protection Rights Agreement between Notdion Inc. and CIBC
Mellon Trust Company, as rights agent, dated as of March 7, 2012 (see Section 6.3 - Shareholders Rights
Plan).

15. EXPERTS

The fiscal 2013 Financial Statements have been audited by Ernst & Young LLP, 1600-100 Queen Street, Ottawa, ON,
K1P 1K1. During fiscal 2013, Nordion’s Audit Committee obtained written confirmation from Ernst & Young LLP
confirming that they are independent with respect to the Company within the meaning of the Rules of Professional
Conduct of the Institute of Chartered Accountants of Ontatio.

16. ADDITIONAL INFORMATION

Additional information about Nordion is available on the Company’s website at www.nordion.com, on SEDAR (System
for Electronic Document Analysis and Retrieval) at www.sedar.com, and on the U.S. Securities and Exchange website at

WWW.SEC.gO0V.

Additional information, including directors’ and officers’ remuneration and indebtedness, ptincipal holders of the
Company’s securities and securities authorized for issuance under equity compensation plans will be contained in the
Company's management proxy circular for its 2014 annual meeting of shareholders, which will be posted on the
Company’s website at www.nordion.com and will be available at www.sedar.com and www.sec.gov.
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Additional financial information is provided in the Company’s consolidated financial statements for the year ended
October 31, 2013, and the Company’s 2013 MD&A. The above documents and additional information relating to the

Company are available at www.nordion.com, www.sedar.com and www.sec.gov.

Nordion (Canada) Inc., a wholly-owned indirect subsidiary of the Company and the entity which holds the Notdion
assets, is subject to the Nordmﬂ and Theratronics Divestiture Authorization Act (Canada). The Act is incorporated by reference

to this Annual Information Form. The full text of the Act is available at http://laws-lois.justice.gc.ca/eng/acts /N-23.7.

In addition, copies of the above mentioned documents may be obtained from:

Investor Relations

Nordion Inc.

Telephone: 613-595-4580

Fax: 613-595-4599

Email: investor.relations@nordion.com

Mailing address: 447 March Road,
Ottawa, Ontario
K2K 1X8
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SCHEDULE A - NORDION INC. FINANCE AND AUDIT COMMITTEE CHARTER

CHARTER OF THE FINANCE AND AUDIT COMMITTEE OF THE BOARD OF DIRECTORS OF
NORDION INC.

Purpose

The ptimary function of the finance and audit committee (the “Finance & Audit Committee”) of the board of directors
(the “Board”) of Nordion Inc. (the “Corporation”) is to assist the Board in fulfilling its oversight responsibilities for the
financial reporting process including responsibility for overseeing:

o the integrity of the Corporation’s financial statements and financial reporting process, including the system of
internal control over financial reporting, the audit process and the processes for identifying, evaluating and
managing the Corporation’s principal risks impacting financial reporting;

e  compliance with legal and regulatory requirements, other than those otherwise assigned from time to time by
the Board;

e financial oversight of Pension Plan management;
e the qualifications and independence of the independent auditor; and

e the Corporation’s internal audit function.

Consistent with these functions, the Finance & Audit Committee should encourage continuous improvement of, and
should foster adherence to, the Corporation’s policies, procedures and practices.

Approval of Charter

The Committee shall review and reassess annually the adequacy of this Charter. Future changes of a material nature to
this Charter require approval by the Board based on the recommendation of this Committee.

Authority to make minor technical amendments to this Committee Charter is delegated to the Corporate Secretary of
the Company, who shall report any amendments to the Committee and Board of Directors at its next meeting.

Structure and Composition
The Finance & Audit Committee shall consist of no fewer than three members from among the Board.

Each member of the Finance & Audit Committee shall: (i) be free from any relationship that, in the opinion of the
Board, would reasonably be expected to interfere with the exercise of his or her independent judgment as a member of
the Finance & Audit Committee; and (i) meet the independence and financial literacy requirements of all applicable
corporate, exchange and securities statutes, rules and regulations in Canada and the United States (the “Regulations”).

Each member of the Finance & Audit Committee shall be financially literate as contemplated by applicable regulations
and as determined by the Board in its business judgment.

At least one member of the Audit Committee shall be an “audit committee financial expert” as such term is defined by
the Regulations. The Board shall make determinations as to whether any particular member of the Finance & Audit
Committee satisfies this requirement.

The members of the Finance & Audit Committee shall be appointed by the Board annually or until their successors are
duly appointed on the recommendation of the EHS & Governance Committee.

The Board shall normally designate the Chair of the Finance & Audit Committee. In the event that a Board designation
is not made, the members of the Finance & Audit Committee shall elect a Chair by majority vote of the full Finance &
Audit Committee.
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In the event that the Chair of the Finance & Audit Committee does not attend a meeting of the Finance & Audit
Committee, the members of the Finance & Audit Committee shall elect a temporary Chair for such meeting by majority
vote of the members in attendance at the meeting,

Once appointed, Committee members shall cease to be a member of the Committee upon removal by the Board at any
time for any reason.

Members of the Finance & Audit Committee shall not simultaneously serve on the audit committees of more than three
public companies, including the Corporation, unless the Board determines that such simultaneous service would not
impair the ability of such member to effectively serve on the Finance & Audit Committee.

Compensation for Committee members shall be approved by the Board on the recommendation of the EHS &
Governance Committee.

Meetings
The Finance & Audit Committee shall meet at least quartetly and more frequently as circumstances dictate.
A majority of Finance & Audit Committee members present in person or by phone is required for meeting quorum.

The Finance & Audit Committee shall meet separately at their quarterly meetings with management, the Internal
Auditor, the Director, Corporate Compliance, and the independent auditor in separate committee sessions.

The Chief Executive Officer, Chief Financial Officer, Controller, Treasurer, Internal Audit or Directot, Corporate
Compliance and Corporate Secretary of the Corporation and representatives of the independent auditor shall normally
attend meetings of the Finance & Audit Committee. The Finance & Audit Committee may request any officer or
employee of the Corporation or the Corporation’s outside counsel or independent auditor to attend a meeting of the
Finance & Audit Committee or to meet or provide consultations to the Finance & Audit Committee or any member
thereof. Others may also attend meetings as the Finance & Audit Committee may request.

Notice of all meetings of the Finance & Audit Committee shall be sent to all Finance & Audit Committee members and
to those persons referred to in the preceding paragraph.

Chair
The Chair of the Committee shall have the duties and responsibilities set forth in Appendix "A".

Resolutions

Any decision or determination of the Committee reduced to writing and signed by all of the members of the Committee
shall be fully as effective as if it had been made at 2 meeting duly called and held.

Responsibilities and Duties

()  Minutes and Reporting to the Board

The Finance & Audit Committee shall prepare written minutes of all of its meetings. The Finance & Audit Committee
shall make regular reports to the Board, but not less frequently than quarterly. In addition, after each meeting of the
Finance & Audit Committee, the Chair of the Finance & Audit Committee or designate shall report to the Board on the
significant matters addressed by the Finance & Audit Committee at such meeting and 2 copy of the minutes shall be
made available to all members of the Board.
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Selection, Evaluation and Oversight of Independent Auditor

With respect to the Corporation’s independent auditor the Finance & Audit Committee shall:

have the sole authority to recommend to the Board the appointment, retention or replacement of the
independent auditor (subject, if applicable, to shareholder approval)

be directly responsible for establishing the compensation of the independent auditor

have the independent auditor report directly to the Finance & Audit Committee and otherwise be directly
responsible for overseeing the work of the independent auditor

have the authority to communicate directly with the independent auditor

meet with the independent auditor prior to the annual audit to discuss the planning, scope and staffing of the
audit and approve the selection of the coordinating partner having primary responsibility for the audit

provide for the periodic rotation of the coordinating partner having primary responsibility for the audit and
the audit partner responsible for reviewing the audit as required by law

at least on an annual basis, evaluate the qualifications, performance and independence of the independent
auditor and the senior audit partners having primary responsibility for the audit

obtain and review a report from the independent auditor at least annually regarding: (i) the independent
auditor’s internal quality-control procedures, (ii) any material issues raised by the most recent internal quality-
control review, ot peer review, of the firm, or raised by any inquiry or investigation by governmental or
professional authorities within the preceding five years respecting one or more independent audits carried out
by the firm, (iii) any steps taken to deal with any issues, (iv) all relationships between the independent auditor
and the Corporation, and (v) the independence of the independent auditor as required by the Regulations

review and approve the Cotporation’s hiring policies regarding partners, employees and former partners and
employees of the present and former independent auditor

obtain confirmation from management that the Corporation has not hired employees or former employees of
the independent auditor who have participated in any capacity in the audit of the Corporation for the
immediately previous 12 month period

pre-approve all auditing services and permitted non-audit setvices (including fees and terms thereof) to be
performed for the Corporation or its subsidiaries by the independent auditor
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(i)  Internal Audit
With respect to the Corporation’s lead of internal audit (the “Internal Auditor”), the Finance & Audit Committee shall:

®  have the authority to approve the appointment and termination of the Internal Auditor

®  have the Internal Auditor report directly on a functional basis to the Finance & Audit Committee (although
the Internal Auditor may report administratively to the CEO or the CFO)

®  have the authority to communicate directly with the Internal Auditor
®  meet with the Internal Auditor to discuss the planning, scope and staffing of the internal audit plan

®  approve the internal audit mandate and annual plan, including the responsibilities, budget, compensation and
staffing of the Corporation’s internal audit function, through inquiry with the Corporation’s independent
auditor, management and the Cotporation’s internal auditing department

(iv)  Cotporate Compliance

With respect to the Corporation’s lead of corporate compliance (the “Director, Corporate Compliance™), the Finance
and Audit Committee shall:

¢ have the authority to approve the appointment and termination of the Director, Corporate Compliance

®  have the Director, Corporate Compliance report directly on a functional basis to the Finance & Audit
Committee (although the Director, Corporate Compliance may report administratively to the General
Counsel)

®  have the authority to communicate directly with the Director, Corporate Compliance

¢  meet with the Director, Corporate Compliance to discuss the planning, scope and staffing of the corporate
compliance plan

e approve the corporate compliance mandate and annual plan, including the responsibilities, budget,
compensation and staffing of the Corporation’s corporate compliance function, through inquiry with the
Corporation’s independent auditor, management and the Corporation’s corporate compliance department

®  receive quarterly reports from the Director, Corporate Compliance on the corporate compliance function and
its activities

© Financial Reporting of Quarterly Financial Results

With respect to the Corporation’s reporting of unaudited quarterly financial results, the Finance & Audit Committee
shall:

®  prior to their public release and filing with securities regulatory agencies, review and discuss with management,
the internal auditor and the independent auditor:

O  earnings press release
o) financial statements and notes thereto

o} management’s discussion and analysis
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The review of the Corporation’s unaudited quarterly financial results shall include:

critical accounting policies and practices

significant financial reporting issues and judgments (e.g. estimates and reserves) made in the preparation of
the Corporation’s financial statements, including any significant changes in the Corporation’s selection or
application of accounting principles

the extent to which changes or improvements in financial or accounting practices, as approved by the Finance
& Audit Committee, have been implemented

results of the independent auditor’s review

any written communications between the independent auditor and management (e.g. management letters,
schedule of unadjusted differences)

any significant disagreements among management and the independent auditor in connection with the
preparation of financial statements

adequacy of internal controls over financial reporting and any major issues as to the adequacy of the
Cotporation’s internal controls and any special steps adopted in light of material control deficiencies

management certifications of reports filed by the Cotporation pursuant to applicable regulations

the effect of regulatory and accounting initiatives as well as off-balance sheet structures on the Corporation’s
financial statements

the Corporation’s use of “pro forma” ot “adjusted” non-GAAP information
the Corporation’s use of forward-looking financial guidance

any correspondence with, or published reports by, regulators or governmental agencies which raise material
issues regarding the Corporation’s financial statements or accounting policies

approve the unaudited quarterly financial statements of the Corporation

(vi)  Financial Reporting of Year-End Financial Results

With respect to the Corporation’s annual audit, the Finance & Audit Committee shall:

prior to their public release and filing with securities regulatory agencies, review and discuss with
management, the internal auditors and the independent auditor, the:

O earnings press release
o financial statements and notes thereto
o  management’s discussion and analysis

o tesults of the independent auditor’s audit

The review of the Corporation’s audited financial results shall include:

o  all matters described above under “Financial Reporting of Quarterly Financial Results”
o results of the independent auditor’s audit

o discussions with the independent auditor on the matters required to be discussed by Auditing
Standards No. 16, including significant adjustments, management judgments and accounting estimates,
significant new accounting policies, any difficulties encountered in the course of the audit work, any

64



(vid)

restrictions on the scope of activities or access to requested information, and any significant
disagreements with management

o  areport from the independent auditor describing (i) all critical accounting policies and practices to be
used, (i) all alternative treatments of financial information within generally accepted accounting
principles that have been discussed with management, ramifications of the use of such alternative
disclosures and treatments, and the treatment preferred by the independent auditor and (iii) other
material communications between the independent auditor and management, such as the annual
management letter or schedule of unadjusted differences

recommend to the Board whether the audited consolidated financial statements of the Corporation should be
approved by the Board

Financial Oversight of Pension Plan Management

With respect to the Corporation’s management of Pension Plans, the Finance & Audit Committee shall fulfill dutes
related to financial oversight of pension plan management including funding, asset management, and reporting.

The review of the Corporation’s Pension Plan’s shall include:

External Auditor reports and financial statements of the plans, including compliance with pension reporting
regulations

Actuarial valuations and contribution and funding policies
Plan solvency and compliance with pension legislation

Review of the investment fund strategy and performance and investment manager selection

(viii)  Regulatory Filings and Guidance

The Finance & Audit Committee shall:

consider the effectiveness of the procedures that are in place for the review of the Corporation’s public
disclosure of financial information extracted or detived from the Corporation’s financial statements, other
than management’s discussion and analysis and annual and interim earnings press releases, and shall
periodically assess the adequacy of those procedures

issue any reports required of the Finance & Audit Committee to be included in the Corporation’s annual
proxy statement

prior to their public release or filing with securities regulatory agencies, review and recommend to the Board
the approval of the following documents:

o Annual Information Form
o Annual Report on Form 40-F
o) prospectuses

review financial information and review and approve annual earnings guidance provided by the Corporation
to analysts and rating agencies or which the Corporation or any of its officers or employees intends to
publicly disclose by way of press release (other than press releases referred to under “Financial Reporting of
Quarterly Financial Results” and under “Financial Reporting of Year-End Financial Results”) or otherwise
(which review may be done generally (i.e., discussion of the types of information to be provided or disclosed
and type of presentations to be made); the Finance & Audit Committee need not discuss in advance each
instance in which the Corporation may provide or disclose earnings gnidance)
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(ix) Related Party Transactions and Off-Balance Sheet Structure

The Finance & Audit Committee shall:

®

review all proposed related-party transactions including those between the Cotporation and its officers or
directors and, if deemed appropriate, recommend approval of any particular transaction to the Board

review all material off-balance sheet structures to which the Corporation is a party

Internal Controls, Risk Management and Legal Matters

The Finance & Audit Committee shall:

(=)

consider the effectiveness of the Corporation’s internal controls over financial reporting

discuss with management the Corporation’s major financial risk exposures and the steps management has
taken to monitor and control such exposures, including the Corporation’s risk assessment and risk
management policies including the use of derivative financial instruments. Areas to be considered in this
respect include:

o  insurance coverage
o foreign currency exposure
O  interest rate exposure

review with management at least annually reports demonstrating compliance with risk assessment and with
risk management policies

review quarterly with management, and if necessary, the Cotporation’s counsel, any legal matter which could
reasonably be expected to have a material impact on the Corporation’s financial statements or accounting
policies

review the yearly report prepared by management, and attested to by the Corporation’s independent auditor,
assessing the effectiveness of the Cotporation’s internal control over financial reporting and stating
management’s responsibility for establishing and maintaining adequate internal control over financial
reporting prior to its inclusion in the Corporation’s annual filings under applicable securities laws

review quarterly with the Chief Executive Officer, Chief Financial Officer, Controller, Internal Auditor and
Independent Auditot, periodically, the following:

o all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the Corporation’s ability to record,
process, summatize and report financial information; and

o any fraud, whether or not material, that involves management or other employees who have a
significant role in the Corporation’s internal control over financial reporting

review and approve the Corporation’s disclosure policy

Capital Structure, Investment and Cash Management Policies, Disclosure Policy

The Finance & Audit Committee shall:

review and recommend any changes to the Corporation’s capital structure
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®  review and approve the Corporation’s treasury management policies
e  review and approve the Corporation’s disclosure policy
®  review and approve any inter-company capital transactions

®  review and approve any tax planning proposals

(xii)  “Whistle Blower” and Related Procedures

The Finance & Audit Committee shall oversee the establishment of procedures for the receipt, retention and treatment
of complaints received by the Corporation regarding accounting, internal controls, auditing matters or fraud, and for the
confidential and/or anonymous submission by employees of the Corporation of concerns regarding questionable
accounting or auditing matters, internal control failures or fraud, which procedures shall include the requitement to
advise the Finance & Audit Committee of all such complaints received.

(xiii) Review of Charter and Self-Assessment

The Finance & Audit Committee shall:
®  review and reassess annually the adequacy of this Charter

®  review annually the Finance & Audit Committee’s own performance

(xiv) Other Activities

The Finance & Audit Committee shall carry out such other activities consistent with this Charter, the Corporation’s by-
laws and governing law, that the Finance & Audit Committee or the Board deems necessary or appropriate.

Resources and Authority

The Finance & Audit Committee shall have the authority to retain independent legal, accounting or other advisors,
including consulting with the national office of the independent auditor, as it determines necessaty to carry out its duties.
The Corporation shall provide for appropriate funding, as determined by the Finance & Audit Committee, for payment
of compensation to the independent auditor for the purpose of rendering or issuing an audit report or performing other
audit, review or attest services and to any advisors employed by the Finance & Audit Committee and for ordinary
administrative expenses of the Finance & Audit Committee.

The Finance & Audit Committee shall have the authority to conduct any investigation necessary and appropriate to
fulfilling its duties and in connection therewith, to inspect all books and records of the Corporation and its subsidiaries
and to discuss such books and records and any matters relating to the financial position, risk management and internal
controls of the Corporation and its subsidiaries with the officers of the Corporation and with the independent auditor.

Limitations on Committee’s Duties

It is recognized that members of the Finance & Audit Committee ate not full-time employees of the Corporation and do
not represent themselves to be accountants or auditors by profession. Each member of the Finance & Audit Committee
shall be entitled to rely on (i) the integrity of those persons and organizations within and outside the Corporation from
whom such member receives information, and (i) the accuracy of the financial and other information provided to the
Finance & Audit Committee by such persons or organizations absent actual knowledge to the contrary.
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While the Finance & Audit Committee has the responsibilities and power set forth in this Charter, it is not the duty of
the Finance & Audit Committee to plan or conduct audits or to determine that the Corporation’s financial statements
and disclosures are complete and accurate and are in accordance with generally accepted accounting principles and
applicable rules and regulations. These are the responsibilities of either management and/or the independent auditor.

In discharging its duties, each member of the Committee shall be obliged only to exercise the care, diligence and skill
that a reasonably prudent person would exercise in comparable circumstances. Nothing in this Charter, including
designating any member of the Committee as an “audit committee financial expert” is intended, or should be determined
to impose on any member of the Committee a standard of care or diligence that is in any way more onerous or extensive
than the standard to which all members of the Board are subject.

The essence of the Committee’s responsibilities is to monitor and review the activities described in this Charter to gain
reasonable assurance (but not to ensure) that such activities are being conducted propetly and effectively by the
Corporation.
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Appendix A — Position Description of the Finance & Audit Chair

In addition to the duties and responsibilities set out in the Board of Directors Charter and the Charter of the Finance &
Audit Committee, the chair (the "Chair") of the Finance & Audit Committee (the "Committee) of Nordion Inc. (the
"Company") has the duties and responsibilities described below. The Committee Chair will:

1. Provide overall leadership to enhance the effectiveness of the Committee, including:

a. Recommend and oversee the appropriate structure, composition, membership and activities delegated
to the Committee;

b. Chair all meetings of the Committee and manage agenda items so appropriate consideration can be
given to agenda items;

c. Encourage Committee members to ask questions and express viewpoints during meetings;

d. Schedule and set the agenda for Committee meetings with input from other Committee members, the
Chair of the Board of Directors and management as appropriate;

e. Facilitate the timely, accurate and proper flow of information to and from the Committee;

. Arrange for management, internal personnel, external advisors and others to attend and present at
Committee meetings as appropriate;

g Arrange sufficient time during Committee meetings to fully discuss agenda items; and

h. Catry out the responsibilities and duties of the Committee, as outlined in its Charter and review the

Charter and duties and responsibilities with Committee members on an annual basis;
2. Foster ethical and responsible decision-making by the Committee and its individual members.
3. Provide for in-camera sessions at the quarterly meetings of the Committee and at such times as required.

4. Following each meeting of the Committee, report to the Board of Directors on the activities, findings and any
recommendations of the Committee.

5. Carry out such other duties as may reasonably be requested by the Board of Directors.
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SCHEDULE B -~ GLOSSARY

Key Acronyms:

ALARA As low as reasonably achievable

AECL Atomic Energy of Canada Limited
A nuclear technology and services company providing services to utilities
wotldwide. AECL delivers a range of nuclear services including R&D
support, design and engineering to specialized technology, waste
management and decommissioning.

ANSTO Australian Nuclear Science and Technology Organization

CANDU CANada Deuterium Uranium
A Canadian-invented, pressurized heavy water reactor.

CBCA Canada Business Corporations Act
The law applicable to business corporations incorporated to carry on
business throughout Canada.

CFPOA Corruption of Foreign Public Officials Act
A corruption law in force in Canada. It is often referred to as the Canadian
equivalent to the Foreign Corrupt Practices Act (FCPA).

CIC China Isotope Corporation

CICA Canadian Institute of Chartered Accountants

CNSC Canadian Nuclear Safety Commission
An independent federal government agency that regulates the use of nuclear
energy and material to protect health, safety, secutity and the environment
and to respect Canada’s international commitments on the peaceful use of
nuclear energy.

Co-59 and Co-60 Cobalt-59 and Cobalt-60
Co-59 is the stable form of Cobalt. Co-60 is the radioactive isotope of Co-59.
Co-60 has a half-life of 5.2 years.

DSU Deferred Share Units

EBITDA Earnings before interest, tax, depreciation and amortization

EHS & Governance Environment Health Safety & Governance
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FCPA

FDA

FDCFA

FM Global

GAAP

GCE

GCP and GLP

GMP or cGMP

HCC

HEU

HFR

TIAEA

Foreign Corrupt Practices Act

U.S. federal law known primarily for two of its main provisions, one that
addresses accounting transparency requirements under the Securities
Exchange Act of 1934 and another concerning bribery of foreign officials.

Food and Drug Administration

The U.S. regulatory agency charged with maintaining the safety of food,
drugs, and cosmetics.

Facilities Development and Construction Funding Agreement

A loan agreement between the Govetnment of Canada and Notdion for
C$100 million of which C$42 million is outstanding.

Factory Mutual Global

Generally Accepted Accounting Principles

The standard framework of guidelines for financial accounting, It includes
the standards, conventions, and rules accountants follow in recording and
summarizing transactions, and in the preparation of financial statements.
Gamma Centre of Excellence

Good Clinical Practices and Good Laboratory Practices

Standards for the conduct of clinical trials (including laboratory studies), the
data from which are expected to be submitted to a regulatory agency such as
the FDA. In the case of GLP, these practices are defined by regulation. GCP
have atisen from general accepted clinical practices within the industry.
Good Manufacturing Practice or Cutrent Good Manufacturing Practice
Part of an approved quality system covering the manufacture and testing of
active pharmaceutical ingredients, diagnostics, foods, pharmaceutical
products, and medical devices.

Hepatocellular Catcinoma

The most common primary malignant or cancerous tumor of the liver.
Highly Enriched Uranium

Uranium that contains the isotope Uranium-235 in a concentration of 20%
or more. Naturally occurring uranium has a Uranium-235 content of about
0.7%.

High Flux Reactor

International Atomic Energy Agency
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1234, 1-123, 1-125, I-131

IPFA
JSC Isotope

LEU

MAPLE

MD&A

Mo-99

MSA

NCIB

NECSA
OPG

NRU

PET

Todine-123 (123 or 1-123) is a radioactive isotope of iodine used in nuclear
medicine imaging, including single photon emission computed tomography
(SPECT). The isotope's half-life is 13.22 hours; the decay by electron capture
to tellurium-123 emits gamma radiation with a predominant energy of 159
keV (this is the gamma primarily used for imaging). In medical applications,
the radiation is detected by a gamma camera. The isotope is typically applied
as iodide-123, the anionic form.

Isotope Production Facilities Agreement

Open Joint Stock Company “Isotope”

Low-Enriched Uranium

Utranium that contains the isotope Uranium-235 in a concentration 20% ot
less.

Multipurpose Applied Physics Lattice Experiment

The MAPLE (Multipurpose Applied Physics Lattice Experiment) is a pool-
type reactor with a compact core of low-enriched uranium fuel surrounded
by a vessel of heavy water.

Management Discussion and Analysis

A section of a company’s financial report in which management discusses
numerous aspects of the company, both past and present.

Molybdenum-99

A radioactive chemical formed by nuclear reactions including the fission of
uranium. Mo-99 decays into Technetium-99m (Tc-99m), the most common
isotope used for medical purposes.

Manufacturing and Support Agreement (BTG)

Normal Course Issuer Bid

The action of a company buying back its own outstanding shares from the
market so it can cancel them.

South African Nuclear Energy Corporation

Ontario Power Generation

National Research Universal

Nordion’s primary source of reactor-based medical isotopes.

Positron Emission Tomography

A diagnostic imaging technology that involves the injecting of a positron-
emitting radioisotope into a patient. The positron emission creates gamma

rays that are detected by a camera to provide an image of an organ, tumor, ot
other body system.
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PVT

RIAR
RSU
SEDAR

SPECT

Sr-82

TACE

Tc-99m

TQNPC
TSA
Xe-133

Y-90

Portal Vein Thrombosis

A blood clot that forms within a vein affecting the hepatic portal vein, which
can lead to portal hypertension and reduction in the blood supply to the liver.

Research Institute of Atomic Reactors

Restricted shate unit

System for Electronic Document Analysis and Retrieval

Single Photon Emission Computed Tomography
A diagnostic imaging technology that involves the injection of a gamma ray-
emitting radioisotope into a patient. The gamma ray is detected by a camera
that allows a physician to see a three-dimensional image of a particular organ
or body system. A SPECT scan is often used to visualize blood flow in the
heart and other organs.

Strontium-82 Radiochemical Strontium Chloride Solution

Transarterial chemo-embalization

A procedure in which the blood supply to a tumor is blocked (embolized)
and chemotherapy is administered directly into the tumor.

Technetium-99m

Tc-99m is the metastable nuclear form of Techentium-99.
Third Qinshan Nuclear Power Company

Transition Services Agreement (BTG)

Xenon-133 is an isotope of xenon.

Yttrium-99

A radioactive chemical used in medical isotopes.
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Technical Terms:

Bioequivalence

Biotechnology

Clinical Trials

Credit Facility

Phase 1

Phase 11

Phase I11

Phase IV

Cyclotron

Decay

Efficacy

Electron (or E) Beam

Gamma Radiation

Generator

Half-life

Heavy Water

The study of different formulations of the same drug to determine if the
metabolic effects are equivalent.

The scientific manipulation of living organisms, especially at the molecular
genetic level, to produce useful products.

Broadly, the regulated process by which new drugs proceed after discovery
through to acceptance for marketing to patients. The term most correctly
refers to the period duting which new compounds are tested in human
subjects and encompasses the following broad phases:

A type of loan made in 2 business ot corporate finance context. Specific
types of credit facilities are: revolving credit, term loans, committed facilities,
letters of credit and most retail credit accounts.

Segment of clinical trials research allocated to assessing the safety, tolerance,
and pharmacokinetics of a new drug generally using otherwise healthy study
subjects.

Segment of clinical trials research allocated to assessing the safety and
efficacy of a new drug in selected disease states using patients having the
condition.

Segment of clinical trials research allocated to assessing the safety and
efficacy of a new drug often in comparison with standard therapies,
conducted in an expanded, multi-centre manner using patients having the

condition.

Follow-on clinical studies completed after the FDA has approved the new
drug for marketing.

A form of particle accelerator that can be used to produce radioisotopes.

A spontaneous radioactive process by which the number of radioactive
isotopes in a material decreases over time resulting in the release of
defined amount of radiant energy/particles and/or the creation of different
isotopes.

Capacity for producing a desired result or effect.

A type of particle accelerator that creates a stream of high-energy electrons.

Very high-energy electromagnetic radiation that is released from the decay
of radioactive sources.

A device used to extract an isotope from a source of a decaying parent
radioisotope.

The time required for radioisotopes to decay to one-half the level of
radioactivity originally present.

Water that is highly enriched in deuterium.
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Irradiation

Isotope

Letters of Credit

Molybdenum-99

Nuclear Reactor

Particle Accelerator

Radiation

Radioisotopes

Radioembolization

Radiopharmaceuticals

Target

The process of exposing product or materials to radiation, including X-rays,
electrons or neutrons under controlled conditions.

A form of an element having the same number of protons (electrically
positive particles) but a different number of neutrons from its ordinary state.
Most elements exist in more than one form of isotope, and most isotopes
are stable (unchanging). Isotopes ate typically identified by an element name
followed by a number (e.g. Mo-99).

A letter from a bank guaranteeing that a buyer's payment to a seller will be
received on time and for the correct amount. In the event that the buyer is
unable to make payment on the purchase, the bank will be required to cover
the full or remaining amount of the purchase.

The most common isotope used for medical purposes. It is processed into
technetium-99m for these purposes.

A device that initiates and controls a sustained nuclear chain reaction.

A machine that increases the kinetic energy of electrons or protons by
accelerating them through electric fields.

A process in which energetic particles ot waves travel through a medium or
space.

An isotope that is unstable and returns to a stable state through the release
of energy in a process called decay. Nordion processes and distributes
radioisotopes for use in medical applications and for sterilization processing.
A type of selective internal radiation therapy.

A specially designed pharmaceutical having as part of its ingredients a
minute amount of a radioisotope. After injection or ingestion, the
radiopharmaceutical is designed to collect in specific organs or types of cells

such as tumor cells.

The material that when irradiated produces isotopes.
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CAUTION REGARDING FOR

From time to time, we make written or oral forward-looking
statements within the meaning of certain securities laws,
including under applicable Canadian securities laws and the
“safe harbour” provisions of the United States Private Securities
Litigation Reform Act of 1995. This document and the
documents incorporated by reference herjéin, contains forward-
looking statements, including but not limited to, statements
relating to our expectations with respect to: our business
strategy, the competitive landscape and our position within it;
our strategic review; the discontinuation of the manufacture of
Bexxar; factors influencirtg our commercial success; the demand
for and supply of our products and competing products; the
supply of the inputs for our products; potential outcomes of
current legal proceedings and our interpal investigation; our
pension funding; the potential for additional legal and
regulatory proceedings; the regulatory sftatus of our products
and operations; our research and deve!ofpment initiatives; our
estimates of future site remediation costis; our intentions with
respect to our liquidity levels and access to capital; énd more
generally statements with respect to our beliefs, plans,
objectives, expectations, anticipations, estimates and intentions.

The words “may”, “will”, “could”, “should”, "would”,
“outlook”, “believe”, “plan”, “anticipate”, “estimate”,
“project”, “expect”, “intend”, “indicate”, “forecast”,

“objective”, "optimistic”, and similar wiords, and expressions
are intended to identify forward-looking statements.

Forward-looking statements are necessarily based on estimates
and assumptions made by us in light of our experience and our
perception of historical trends, current conditions and expected
future developments, as well as other factors that we believe
are appropriate in the circumstances, but which are inherently
subject to significant business, political, economic and compet-
itive uncertainties and contingencies. sznovvn and unknown
factors could cause actual results to differ materially from those
projected in the forward-looking statements. Factors that could
cause actual results or events to differ materially from current
expectations include, but are not limited to, the following fac-
tors, which are discussed in greater detail in the "Risk Factors”
described in section 5 of our 2013 Annual Information Form
{AlF); and our success in anticipating and managing these risks:
business interruptions; sources of supply; the ongoing internal
investigation; risks related to the outcome of Nordion’s strategic
review, or any strategic transaction; shareholder activism;
customer concentration; external forces and changes in industry
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trends; Nordion's primary operating locations handle and store
hazardous and radioactive materials; anti-corruption and fraud
and abuse risk; Nordion is subject to complex and costly regula-
tion; risks related to the Company’s defined benefit pension
plans; risks arising from doing business in various countries
around the world; risks related to the divestiture of the
Targeted Therapies business unit; the Company faces significant
competition and may not be able to compete effectively; long-

term supply commitments of cobalt-60; competition laws; tax
risk; effectiveness of internal controls, the
Company’'s business, financial condition and results of opera-
tions are subject to significant fluctuation; risks related to
insurance coverage; current and future litigation and regulatory
proceedings; uncertain disposal and decommissioning costs;
dependence on information technology systems and communi-
cations systems; foreign currency exchange rates, labour
relations; risks related to the Company’s credit facility agree-
ment and liquidity; compliance with laws and regulations
affecting public companies; dependence upon the services
of key personnel; regulations or changes in regulations may
reduce demand for the Company’s products and services, and
increase expenses; economic conditions; intellectual property
protection; and volatility of share price and dividend policy.

reassessment

The foregoing fist of factors that may affect future events or
results is not exhaustive. By their very nature, forward-looking
statements involve inherent risks and uncertainties, both
general and specific, which give rise to the possibility that pre-
dictions, forecasts, projections and other forward-looking
statements will not be achieved. When relying on our
forward-looking statements to make decisions with respect to
the Company, investors and others should carefully consider the
foregoing factors and other uncertainties and potential events.
We caution readers not to place undue reliance on the Company’s
forward-looking statements, as a number of factors, including
but not limited to the risk factors listed above and further
described in section 5 of our AlF, could cause our actual results,
performance or achievements to differ materially from the
beliefs, plans, objectives, expectations, anticipations, estimates
and intentions expressed in such forward-looking statements.

TheaCompany does not assume any obligation to update or
revise any forward-looking statements, whether written or oral,
that may be made from time to time by us or on our behalf,
except as required by applicable law.
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During fiscal 2013, Nordion executed on its business strategy, focused on its operations, and

made strong progress towards achieving greater clarity for its future. We would like to thank
Nordion’s employees for their commitment and continued passion to deliver quality products

and services to our valued customers around the world. Their dedication and versatility were
critical in supporting the Company through the year, and leading the way to a successful

fiscal 2013.

In January 2013, we announced that Nardion was initiating a
strategic review, with a view to enhancing shareholder value
and creating new opportunities for the Compan\/. Throughout
the year, we advanced the strategic review and made significant
progress. In May 2013, we achieved a major milestone,
announcing an agreement to sell our Targeted Therapies business
to BTG plc, an international specialisté healthcare company
based in London, United Kingdom. In Ju@ 2013, we completed
the sale of the Targeted Therapies business for $200 million,
and received approximately $190 million in net cash proceeds.
Since then, we have supported a transition of the business to
BTG, giving attention to the needs of customers and employees.
As part of the sale, we also signed a Manufacturing and Support
Agreement with BTG to contract manufacture TheraSphere®,
the liver cancer therapy that was the sole product of the
Targeted Therapies business. Nordion remains focused on
working with BTG to continue providing high quality products
and services.

Completing the strategic review to continue building value for
our stakeholders is a priority for Nordion in fiscal 2014. With
oversight by the Board, the executive team continues to work
diligently to conclude this process, while efficiently managing
resources and operations.
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Both Sterilization Technologies and Medical Isotopes outperformed
management’s expectations in fiscal 2013. In our Sterilization
Technologies business, we increased year-over-year revenue and
maintained strong gross margins. We met the demands of our
customers, shipping our quality products on schedule and
delivering on time. In support of its market leading position in
the gamma industry, Nordion built greater awareness about
how the science of gamma irradiation is evolving to solve
today’s unigue product challenges. We continued to seek inno-
vative applications for gamma through activities at our Gamma
Centre of Excellence, the Company's applied research and
speda!t\/ gamma processing facility. Nordion collaborated with
industry leaders such as DuPont™ and Adesto Technologies
with the objective of expanding the use of gamma and opening
global market opportunities for gamma irradiation.

In our Medical Isotopes business, Nordion teams responded
quickly to help offset the decreased supply in the global market
due to the unplanned shutdown of a medical isotope-producing
reactor in Europe that supplies some of our competitors. We
ramped up production to serve our customers and to meet a
part of the unfulfilled demand resulting from the supply disrup-
tion, ultimately reaching physicians and patients with our
essential products. The Medical Isotopes team continues to




demonstrate their ability to be responsive, flexible and agile
during times of need as we maintain our role as a critical
participant in the medical isotope supply and value chain. As a
result of our efforts, we were able to respond to market dynam-
ics and mitigate the decline in revenue initially forecasted at the
start of the fiscal year.

Nordion has continued to play an important role within the
global medical isotopes industry, taking active roles with the
Association of Imaging Producers and Equipment Suppliers
(AIPES) as well as the NEA (Nuclear Energy Agency) High-Level
Group on the Security of Supply of Medical Radioisotopes. Our
relationships have allowed us to better understand, and have
more meaningful conversations with, industry partners about
the challenges within the industry and potential solutions for
the long-term.

In addition to the divestiture of our Targeted Therapies business
providing us with a greater opportunity to focus on the Steril-
ization Technologies and Medical Isotopes businesses, we
focused on closing several important longstanding uncertainties
within Nordion, providing clarity on our path forward. In partic-
ular, Nordion announced in its fourth quarter that it had entered’
into a comprehensive settlement agreement to resolve the
outstanding claims between the Company and AECL related to
the MAPLE facilities. At that time, we also entered into an
amended and restated isotope supply agreement to address our
future supply relationship with AECL and to enable our strategic
priority of securing an alternate reliable source of medical
isotopes. In addition, we reached settlement agreements with
Dr. Reddy’s Laboratories and BioAxone.

Throughout the year, we also continued to cooperate with
regulatory and enforcement authorities in the United States and
Canada on the ongoing internal investigation related to potential
compliance issues with the Canadian Corruption of Foreign Public
Officials Act (CFPOA) and the U.S. Foreign Corrupt Practices Act
(FCPA). In parallel, we continued to develop and implement a
number of new and enhanced related compliance policies and
procedures. Our costs associated with the internal investigation
declined over the course of the fiscal year reflecting, in part, the
progress made thus far on the investigation and related compli-
ance enhancements. Nordion remains committed to the highest
standards of integrity and diligence in our business dealings.
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As always, Nordion is committed to operate in a safe, responsible
manner that respects the environment and the health of our
employees, our customers, and the communities in which we
operate. Employee safety is an unwavering imperative for
Nordion. A validation of this commitment was Nordion’s receipt
of the Gold level award from Canadian Occupational Safety
Magazine, recognizing Nordion as the safest employer in the
Manufacturing Division for 2013. In addition, Nordion was once
again selected as a Top 25 Employer in the National Capital Region
of Ottawa, Ontario. We believe these achievements demonstrate
the commitment, quality and potential of Nordion.

Nordion is committed to corporate social responsibility. In fiscal
2013, Nordion continued its tradition of supporting important
causes in our community including The Ottawa Hospital's 100K
bike ride for cancer research - Ride the Rideau. In addition, we
continued our support of the Employee Giving Program,
a unique partnership with our employees and not-for-profit
community organizations. This program allows Nordion to
contribute to many deserving and worthwhile charities through-
out the year that have been identified as important by our
employees. Making a positive contribution to the health and
well-being of people is one of our core purposes.

We are proud of Nordion's accomplishments in fiscal 2013. This
has been a year of significant change for the Company. We
believe that the hard work and passion of our remarkable
employees, the strength of the executive team, and the guid-
ance provided by the Board is a testament to the successes we
have achieved this year, and positions us well to continue
creating value for our customers and our shareholders.

At B. ey

William D. Anderson
Chairman of the Board

Steve West
Chief Executive Officer
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Striving to reach our full potent slasa (ompany and
as individuals; domg the/ ght things the right way.

Having conﬂdéncé’eno’dgh to rely on others and be open
to new people and different ideas.
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Showing genume concern for others ~and treating people
as mdwndua!s with understanqu and apprectatlon

Being reliable and accountable in word Kén"d behavior.
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FISCAL 2013
YEAR IN REVIEW

Nordion Selected as Top 25
Employer in National Capital
Region for 2013

Nordion was recognized as a
leader in the Ottawa-area as an
exceptional place to work.

Settled claims with
Dr. Reddy’s Laborateries.

MARCH .

Contract manufacturing
agreement signed with
Navidea Biopharmaceuticals
to manufacture NAV5001,
a diagnostic imaging agent
used to detect Parkinsonian
Syndromes and Dementia
with Lewy Bodies.

led an amended Statement
of Claim in the Isctope

Production Facilities
Agreement proceedi

Nordion announced it had
entered into an agreement
to divest the Targeted
Therapies business to BTG
for a cash purchase price
of $200 million.
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Completed the divestiture
of the Targeted Therapies
business to BTG.

Settlement reached with
Atomic Energy of Canada
Limited (AECL) to resolve
the MAPLE lawsuit and
arbitration costs.

Entered into an amended
and restated isotope supply
agreement with AECL

untit 2016 and a waste
management services
agreement until 2026.

CANADA'S

5

L% T
| EMPLOYERS

GOLD WINNER

Agreement reached
to settle claims with
BioAxone BioSciences.

OCTOBER

Nordion voted one
of Canada’s Safest
Employers

Nordion was recognized
for outstanding achieve-
ments in workplace
health and safety taking
home the Gold Award
for Manufacturing.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
January 8, 2014

In this Management’s Discussion and Analysis (MD&A), “we”, “Nordion”, and “the Company” refer to Nordion Inc. In this MD&A, we
explain Nordion’s results of operations and cash flows for the year ended October 31, 2013, and our financial position as of October 31,
2013. You should read this MD&A in conjunction with our audited consolidated financial statements and related note disclosures for the
same period. Readers are also referred to Nordion’s unaudited quarterly consolidated financial statements and quarterly MD&As for fiscal
2013, the Company’s Annual Information Form for fiscal 2013 (AIF), 2013 Annual Report, and 2013 Form 40-F. These documents and
additional information regarding Nordion are available on Nordion’s website at www.nordion.com or at www.sedar.com and www.sec.gov.,

Our MD&A is intended to enable readers to gain an understanding of Nordion’s current results of operations, cash flows and financial
position. To do so, we provide information and analysis comparing our results of operations, cash flows and financial position for the
current fiscal year with those of the preceding fiscal year. We also provide analysis and commentary that we believe will help investors
assess Nordion’s future prospects. In addition, we provide “forward-looking statements™ that are not historical facts. Accordingly, certain
sections of this report contain forward-looking statements that are based on our current plans and expectations, which are subject to
known and unknown important risks, uncertainties, assumptions and other factors that could cause actual results or events to differ
materially from current expectations. These may include, but are not limited to, risks and uncertainties that are discussed in greater detail
in the “Risk Factors” section in our 2013 AIF, and elsewhere in this MD&A.

The forward-looking statements contained in this MD&A are made as of the date of this MD&A and, accordingly, are subject to change
after such date. We caution our readers that actual events and results may vary materially from those anticipated in these forward-looking
statements. We do not undertake any obligation to update or revise any forward-looking statements that may be contained herein, except
as required by law. Additionally, we undertake no obligation to comment on expectations of, or statements made by, third parties.

We have prepared our consolidated financial statements in accordance with accounting principles generally accepted in the United States
of America (U.S. GAAP). Amounts are in thousands of United States (U.S.) dollars, except per share amounts and where otherwise noted.

1) Business Overview
Our business

Notdion is a global health science company providing market-leading products and setvices used for the prevention, diagnosis and
treatment of disease. Our products benefit the lives of millions of people in more than 40 countries atound the world and are used daily
by pharmaceutical and biotechnology companies, medical-device manufacturers, hospitals, clinics and research laboratories. We have
approximately 400 highly skilled employees, ptimarily located in Canada.

We operate our Specialty Isotopes business which includes two segments: Sterilization Technologies and Medical Isotopes. These segments
are supported by centralized corporate functions. We previously opetated Targeted Therapies as a separate business unit which we divested
during the third quarter of fiscal 2013.

Even though we now operate two business segments, we continue to report our operations as three business segments: Sterilization
Technologies, Medical Isotopes, and historical results for Targeted Therapies, as well as certain corporate functions and activities
reported as Corporate and Other, in accordance with U.S. GAAP.

Sterilization Technologies

Our Sterilization Technologies segment is focused on the prevention of disease through terminal (in final packaging) sterilization of
medical products and devices, as well as food and consumer products. We produce and install Cobalt-60 (Co-60) radiation soutces for
gamma stetilization systems. We also design, construct, install, and maintain commercial gamma sterilization systems, referred to as
production irradiators.

We are one of the world's leading suppliers of Co-60, an isotope that produces gamma radiation that destroys harmful micro-organisms.
Gamma stetilization technologies are used globally to sterilize approximately 40% of single use medical products, including disposable
medical devices and supplies such as surgeon's gloves, syringes, sututes and catheters, as well as pharmaceuticals. Gamma sterilization is
also used for the treatment of food and consumer products.

We also sell relatively small quantities of Co-60 with higher radioactivity levels that are used in medical equipment as radiation sources

for cancer treatments. We refer to this Co-60 product as sealed sources. In this application, gamma rays are used in an effort to damage
tumour cells and kill them. Today, Co-60 remains a critical part of treatment for brain and other cancers because it is reliable and easier to
use than other methods.

Nordion Inc. Fiscal 2013 Annual Report
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Medical Isotopes
Our Medical Isotopes segment primarily focuses on products used in the diagnosis and treatment of disease, including cardiac and

neurological conditions, and several types of cancer. According to the World Nuclear Association, over 10,000 hospitﬁls wotldwide use
radioisotopes with about 90% of the procedures being for diagnostic purposes.

We sell a breadth of isotopes, which our customers incorporate into products that are used in medical procedures. Our primary product is
Molybdenum-99 (Mo-99) which decays into Technetium-99 (Tc-99m), a diagnostic that is utilized in approximately 80% of nuclear medical
procedures wotldwide (source: World Nuclear Association).

Mo-99 is produced in a nuclear reactor along with other isotopes including Xenon-133 (Xe-133) used in lung scans, Iodine-131 (I-131)
used to treat hyperthyroidism, thyroid cancer and non-Hodgkin’s lymphoma, and Todine-125 (I-125) used to treat prostate cancer. We refer
to isotopes produced in nuclear reactors as Reactor isotopes.

We manufacture other isotopes at our facility in Vancouver, Canada which are produced in a cyclotron; these are reported as Cyclotron
isotopes. We produce a number of Cyclotron isotopes including Todine-123 (I-123) used to diagnose thyroid disease, Strontium-82 (Sr-82)
used in cardiac imaging, and Indium-111 (In-111) used to diagnose certain cancer.

At our Ottawa facility, we also currently contract manufacture TheraSphere® for BTG ple (BTG) and Bexxar® for GlaxoSmithKline Inc.
(GSK).

Targeted Therapies

Sale of Targeted Therapies Business to BTG ple

On July 13, 2013, we completed the sale of our Targeted Therapies business to BTG plc (BTG), an international specialist healthcare
company based in London, United Kingdom. Further details can be found in the “2013 business and corporate developments” section

of this MD&A.

For a detailed description of our Sterilization Technologies and Medical Isotopes businesses, and of our former Targeted Therapies
business, see the “Description of the Business” section in out 2013 AIF.

Corporate and Other
Certain of Nordion’s shared corporate functions and activities are reported as Corporate and Other.

Nordion is a publicly traded company listed on the Toronto Stock Exchange (TSX: NDN) and on the New York Stock Exchange (NYSE:
NDZ). The number of outstanding Nordion common shares at October 31, 2013 and January 8, 2014 was 61,909,301.

2013 business and corporate developments
Review of Strategic Alternatives

During Q1 2013, we initiated a review of strategic alternatives with a view to enhancing shareholder value. In Q3 2013, we announced and
completed the sale of the Targeted Therapies business to BTG, reaching the conclusion of the first phase of the strategic review. In Q4
2013 and to date in 2014, we advanced the second phase of the review, and evaluated other strategic alternatives for the Company.
Ongoing activity in this phase continues to move the review forward.

Completing the strategic review continues to be a priority for us in fiscal 2014. Certain decisions, including the use of our current cash, are
expected to be made as part of, or once the outcome of the strategic review has been finalized. The Board of Directors and management
team are fully engaged in the review, and are making progress on the second phase. While we cannot provide the current status of, or
address the timeline and potential results of the strategic review, we are working diligently with the objective of reaching a successful

outcome.

Sale of our Targeted Therapies Business to BTG ple

On July 13, 2013, we completed the sale of our Targeted Therapies business to BTG. Approximately 40 Nordion employees continued
employment with BTG following the completion of this transaction. We received sale proceeds of $200.7 million in cash including a

$0.7 million final net working capital adjustment. Total net assets and liabilities disposed of were $7.5 million, which primarily consisted of
working capital items. Net of a currently estimated $6.5 million of net cash taxes and $4.3 million of transaction costs, we realized net cash
proceeds of approximately $190 million from this sale. In Q3 2013, we recorded an after-tax gain of approximately $182 million for this
sale. The estimated net cash taxes of $6.5 million reflect the utilization of approximately $17 million of our gross deferred tax assets
primarily in available investment tax credits.

Nordion Inc. Fiscal 2013 Annual Report
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As part of the sale of Targeted Therapies, we signed a Manufacturing and Support Agreement (MSA) to continue manufacturing
TheraSphere for a contract term of three years, with up to a two-year extension at BT'G’s option. We also signed a Transition Services
Agreement (TSA) to provide certain post-closing transition services to BTG for a period of nine months, with up to a three-month
extension at BTG’s option.

Sterilization Technologies

Co-60 Shipments

Similar to fiscal 2012, the volume of Co-60 we shipped in the second half of fiscal 2013 was significantly higher than the volume shipped in
the first half of fiscal 2013. The timing of shipments to our customers often varies significantly from quarter-to-quarter. Total fiscal 2013
Co-60 volumes were relatively flat compared to fiscal 2012.

Medical Isotopes

A Comprehensive Settlement Agreement with AECL. and Future Supply of Mo-99

On August 19, 2013, we entered into a Comprehensive Settlement Agreement with AECL to resolve the outstanding claims between both
parties related to the MAPLE facilities. Under the terms of the settlement we received $14.4 million (C$15 million) in cash from AECL in
August 2013. AECL released its claims against Nordion for approximately $46 million (C$ 46 million) in arbitration costs and Nordion
withdrew its lawsuit against AECL in relation to the 1996 Isotope Production Facilities Agteement.

In Q3 2013, we reversed $24.6 million of litigation accruals relating to AECL matters. In Q4 2013, we recorded a gain related to the
$14.4 million cash settlement that we received from AECL in August 2013.

As part of this settlement, Nordion and AECL have entered into an amended and restated isotope supply agreement as well as a waste
management services agreement. The amended and restated isotope supply agreement has a term ending October 31, 2016, which aligns
with AHCLs previously indicated intention of exiting the Mo-99 production in 2016. The supply agreement may also be terminated upon,
among other things, Nordion establishing a satisfactory alternative supply of isotopes, the permanent shutdown of AECL's isotope
production facilities, Nordion's failure to meet a minimum purchase quantity and any force majeure that continues for a period of more
than two years. We continue to explore supply alternatives to mitigate the lack of supply from AECL, for both back-up and the long-term
supply of reactor-based medical isotopes post 2016. The new waste management services agreement extends the supply of such services
from AECL to Nordion until October 31, 2026.

For further details regarding this settlement, sce the “Litigation” section of this MD&A.

Shutdown of Competitor’s Reactor in Europe

The primary reactor in Europe that supplies ccrtain of our competitors was shutdown in November 2012 and returned to service in early
June 2013. This European reactor is currently undergoing another shutdown, which began in October 2013. The duration of this current
unplanned shutdown is unknown at this time. Additional orders resulting from these shutdowns had a positive impact on our Reactor
isotopes revenue of approximately $15 million during fiscal 2013, with the largest impact in the first half of the year.

National Research Universal (NRU) Supply Interruptions

On May 15, 2013, our primary supplier of medical isotopes, the NRU reactor at Chalk River, Ontario, returned to setvice from its planned
maintenance shutdown. Initiated on April 14, 2013, the one month shutdown resulted in an interruption in our supply of medical isotopes
during Q2 and Q3 2013.

Resumption of Strontinm-82 (Sr-82) Sales

We resumed sales of Sr-82 in April 2013 and recorded $5.8 million in revenues duting fiscal 2013. Sr-82 is sold to a manufacturer of Bracco
Diagnostics’ CardioGen-82% generator. Our sale of St-82 was interrupted by the U.S. Food and Drug Administration’s investigation of
CardioGen-82. Sr-82 is reported as part of the Cyclotron isotope product line of our Medical Isotopes segment.

Discontinuation of CardioGen and Bexcar

In June 2013, we received formal notice from Bracco Diagnostics informing us that they do not intend to resume commesrcial supply of the
CardioGen-82 generator from Nordion. We manufactured our first batch of CardioGen-82 generators in June 2009 and routinely produced
batches until manufacturing was suspended in February 2011.

On August 7, 2013, GSK announced that they will discontinue the manufacture and sale of Bexxatr® on February 20, 2014. We currently
report our manufacturing of Bexxar, which contributed approximately $7 million revenue in fiscal 2013, as part of the Contract
Manufacturing product line of our Medical Isotopes segment.

Nordion Inc. Fiscal 2013 Annual Report
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Corporate and Other

Internal Investigation

In 2012, we discovered potential irregularities related to potential improper payments and other related financial irregularities in connection
with the supply of materials and services to the Company. As a result, we made voluntary disclosure to relevant regulators and authorities
in the US. and Canada and commenced an internal investigation of the possible compliance issues, focusing on compliance with the
Canadian Corruption of Foreign Public Officials Act (CFPOA) and the U.S. Foreign Corrupt Practices Act (FCPA). We remain unable to
determine whether there will be any potential regulatory and/or enforcement action resulting from these matters or, if any such action is
taken, whether it will have a material adverse effect on our business, financial position, profitability or liquidity. If regulatory or
enforcement authorities determine to take action against the Company, Nordion may be, among other things, subject to fines and/or
penalties which may be material.

We are committed to the highest standards of integrity and diligence in our business dealings and to the ethical and legally compliant
business conduct of our employees, representatives and suppliers. We continue to cooperate with regulatory and enforcement authorities.
In parallel with the internal investigation, we developed and implemented a number of new and enhanced policies and procedures related
to compliance. We also created and staffed a Director, Corporate Compliance position who repotts to the Finance and Audit Committee.
The intent of these changes is to strengthen our overall compliance framework.

Settlement of Dr. Reddy’s Claim
During fiscal 2009, we were served with a Complaint from Dr. Reddy’s Laboratoties Ltd. and certain affiliate companies (Dr. Reddy’s)

claiming repeat study and mitigation costs of $10 million and lost profits of §70 million. This legal action was related to certain
bioequivalence studies carried out by the former MDS Pharma Services business unit from January 1, 2000 to December 31, 2004.

In Q2 2013, we settled the claim filed by Dr. Reddy’s, which resulted in a loss of $1.3 million for Nordion after taking into account out
litigation accruals in relation to the claim. The settlement, most of which was covered by insurance, resulted in a net cash outflow of
$17 million that included $8.3 million of insurance proceeds we teceived previously. In October 2013, we received $4.9 million in cash
resulting from our successful claim against one of our insurers in this matter and recorded a litigation gain for the same amount in Q4 2013.

Settlement of BioAxone Claim
During fiscal 2012, we were served with a Complaint relating to our former MDS Pharma Services business. This legal action, commenced

by BioAxone BioSciences Inc. (BioAxone) in Florida, related to the preparation and qualification of a Bacterial Master Cell Bank relating to
the development of a biologic drug. BioAxone alleged that it had suffered damages in an amount greater than $90 million. In Q4 2013, we
settled this claim with BioAxone and recorded a litigation loss of $0.2 million.

Credit Facility

In Q3 2013, we obtained consent from the Amended and Restated Credit Facility Lenders for the divestiture of the Targeted Therapies
business to BTG, as described above. We are currently in the process of negotiating the extension of our current credit facility, which
expires on January 24, 2014.

Pension funding

During fiscal 2013, Nordion made cash contributions of $6.4 million to meet solvency funding and normal current service funding
requirements. We made cash contributions during November and December 2013 of an additional $4.0 million to meet our annual pension
solvency funding requirements, which are determined on a calendar-year basis. During the first half of fiscal 2013, we also used letters of
credit for $7.0 million to meet solvency funding requirements.

Pension wind-up
In Q1 2013 we completed the wind-up of a pension plan associated with the former MDS Pharma Services business we sold in 2010. As a

result of the wind-up, we recorded a loss of approximately $7 million and made a pension settlement payment of $5.5 million in Q1 2013.

Partial Repayment of a Note Receivable from Celerion Ine.

As part of the consideration for the sale of MDS Pharma Services Farly Stage business in 2010, the Company received a note receivable
with a principal amount of $25.0 million issued by Celerion Inc. (Celerion), which had a five-year term and bears interest at 4% per annum
(the Note). See further discussion of this note receivable in “Balance sheet insights” section of this MD&A.

During Q1 2013, to facilitate a change in Celerion’s capital structure, Celerion offered to make an early payment to Nordion of $7.3 million
in cash to reduce the unsecured portion of the Note principal amount by $9.0 million that would have otherwise been due in 2015.
Fffective January 30, 2013, the Company accepted the offer from Celerion and amended the Note reflecting a reduction in the principal
amount of the Note by $9.0 million of the face value, or $7.5 million of the carrying value, in exchange for a $7.3 million cash payment
received from Celerion. As a result, the Company recorded a loss of $0.2 million in Q1 2013. Following the early payment, the carrying
value of the Note including interest and accretion was $7.2 million as of January 31, 2013.

Nordion Inc. Fiscal 2013 Annual Report
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Non-cash fixed asset impairment .

We evaluate our long-lived assets subject to amortization for recoverability whenever events or changes in circumstances indicate that their
cartying amounts may not be recoverable. An impairment charge is recognized for the amount, if any, by which the carrying value of the
asset exceeds the fair value. In assessing long-lived assets for impairment, assets are grouped with other assets and liabilities at the lowest
level for which identifiable cash flows are largely independent of the cash flows of other assets and liabilities.

As of July 31, 2013, we had an asset group with a carrying value of $38.4 million used in production for our Targeted Therapies and
Medical Isotopes segments (Asset Group). We identified impairment indicators relating to the completion of the sale of our Targeted
Therapies business in July 2013, which significantly changed the previously estimated cash flows supporting this Asset Group.

We performed an impairment analysis of the Asset Group and determined that it was impaired as of July 31, 2013. Based on this
evaluation, we recorded a non-cash pre-tax impairment chatge of approximately $29 million in Q3 2013. The fair value used in this
evaluation was based on expected future cash flows using cettain Level 3 inputs as defined under U.S. GAAP. The future cash flows are
those expected to be generated by the market participants, discounted at the risk-free rate of interest plus an appropriate risk premium.
Determining expected future cash flows involves a number of estimates and assumptions and it is reasonably possible that the estimate of
expected future cash flows may change in the near future resulting in further changes in the fair value of the Asset Group.

Valuation allowance on deferred tax assets

Deferred tax assets and liabilities reflect the tax consequences of temporary differences between the amount of assets and liabilities for
financial and tax reporting purposes using enacted tax rates in effect for the year in which we expect the differences to reverse. A valuation
allowance is recorded to reduce our deferred tax assets to the amount that is more likely than not to be realized.

When determining the need for a valuation allowance, we consider future market growth, forecasted earnings, future taxable income, the
mix of earnings in the jurisdictions in which we operate as well as prudent and feasible tax planning strategies. In the event that we
determine that it is more likely than not that the Company will not be able to realize all or part of the net deferred tax assets in the future,
we would establish or increase the valuation allowance and make a corresponding charge to earnings in the period in which a de termination
is made.

As at October 31, 2012, we established an additional $35.4 million valuation allowance related to the investment tax credits included in our
deferred tax assets, reflecting several factors including: i) with the loss in the MAPILE arbitration, the outlook for our Medical Isotopes
business unit to generate long-term taxable income had been significantly reduced; ii) we generated significant tax assets due to settlements
of certain uncertain tax positions that were considered in the valuation allowance analysis; iii) significant uncertainties, including Targeted
Therapies’ clinical trials, unfavourable development in various litigation matters, internal investigation costs, and our defined benefit
pension obligations, which had potential negative effects on our future taxable income; and iv) a three-year historical cumulative loss
position, when capital losses were included, for the first time.

As at October 31, 2013, we released the portion of the valuation allowance related to our investment tax credits, primarily due to i)
reverting to a three-year historical cumulative income position reflecting various positive developments in our operations during fiscal
2013; ii) the divestiture of our Targeted Therapies business in mid-July 2013, which utilized approximately $17 million of our deferred tax
assets and removed the potential negative effects of its clinical trials on our future taxable income; iii) resolution of various significant
uncertainties, including a Comprehensive Settlement Agreement with AECL during Q4 2013, without negative effects on our taxable
income as described above and progress made on other uncertainties; and iv) developments in the long-term supply for our Sterilization
Technologies business during Q4 2013 which in turn enabled a longer projection of future taxable income.

Accordingly, we concluded that it was more likely than not that we would realize all of our Canadian deferred tax assets, excluding capital
losses for which we provided a full valuation allowance as in prior years. As a result, we released $40.4 million of the valuation allowance
related to our investment tax credits included in deferred tax assets as at October 31, 2013, and recorded a tax recovery in Q4 2013. These
movements in our valuation allowance are a non-cash recovery ot charge in each respective fiscal year and relate to the likelihood of
whether the Company may be able to use all of these tax assets. In aggregate our net deferred tax assets increased from $57.0 million to
$063.5 million as at October 31, 2012 and 2013, respectively, reflecting the release of the valuation allowance partially offset by the
utilization of a significant amount of investment tax credits on the sale of Targeted Therapies.
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Strategy and 2014 financial outlook
Summary of strategic objectives

We are committed to delivering long-term value to our shareholders by exploring strategic alternatives for the Company and executing
our strategic plans with operational and financial discipline. The Company’s management continues to focus on building the Specialty
Isotopes business.

Specialty Isotopes

Sterilization Technologies
Our strategy for Sterilization Technologies is to maintain our market leading position and strong margins in the relatively stable gamma
sterilization — Co-60 market, which is characterized by significant barriers to entry. For Nordion, this business is charactetized by high

matgins and strong cash flows.

We endeavour to maintain our segment leading position and strong margins in gamma sterilization through value-based pricing, selectively
investing in growth opportunities, and the recognition of the Notdion brand as a global leader in the gamma sterilization market. We plan
to selectively grow gamma sterilization sales over the long-term through innovation and the development of new product offerings that we
anticipate will enable us to strengthen our relationships with current customers and facilitate our entry into new and emerging markets.

We expect that our strategy will allow us to continue our market leadetship and grow this business.

Medical Isotopes
In our Medical Isotopes segment, we are focused on optimizing the value of this business by working to secure a long-term reliable supply

of reactor isotopes.

With the planned end of medical isotope production from the NRU reactor at the end of 2016, we are working with potential pattners to
develop arrangements for long-term supply. We are also focused on delivering quality products to our customers, fulfilling back-up orders
and selectively assessing opportunities to increase the utilization of our cyclotron and contract manufacturing facilities.

Notdion Inc. Fiscal 2013 Annual Report
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2014 financial outlook

Following the completion of the divestiture of Targeted Therapies, the histotic results of Targeted Therapies are reported in continuing
operations due to our ongoing involvement in manufacturing TheraSphete. Despite reduction of revenue as a result of the divestiture, we
expect overall total 2014 revenue and segment earnings to increase compared to fiscal 2013.

Our 2014 financial outlook reflects current exchange rates and is subject to the uncertainties described in this MD&A and the risk factors
outlined in our 2013 AIF.

Specialty Isotopes

Sterilization Technologies

We currently expect Sterilization Technologies revenue to increase 10% to 15% in fiscal 2014 compared to fiscal 2013 as a result of the
following:

*  Higher Co-60 volumes, including two shipments that were delayed at the end of fiscal 2013 due to ship and port availability;

® Increased sealed source revenue based on the ramp up in volume we experienced in 2013; and

®  Higher average Co-60 pricing due to contractual price increases and a shift in customer mix to customers that pay a higher price for
Co-60.

As in previous years, the timing of quarterly revenues for Sterilization Technologies will vary due to the timing of shipments of Co-60 and
production irradiators to our customers. When our customers purchase Co-60, they need to shut down their production irradiator
operations while the Co-60 is being loaded into the irradiator. Therefore, we coordinate the timing of this process closely with our
customers in an effort to limit disruption to their operations. We currently expect our revenue in the first half of fiscal 2014 will be
significantly higher than the first half of fiscal 2013.

Medical Isotopes
We currently expect Medical Isotopes revenue to grow between 30% and 40% in fiscal 2014 compared to fiscal 2013. We expect increases
in all product groups.

We currently expect Reactor isotopes revenue to increase at a similar rate to the overall Medical Isotope segment primarily due to the
impact of supply interruptions described below. During these supply interruptions we have been able to secure, or are in negotiations to
secure additional volumes throughout fiscal 2014 with a number of customets. This growth is offsetting the impact of revenue declines that
are included in other customer contracts.

As described in the “2013 business and corporate developments™ section of this MD&A, currently the primary reactor and a processing
facility in Europe that are used to supply our competitors are shutdown. In addition, a competitor in South Affica is also experiencing a
supply interruption. As a result of these supply interruptions, we received additional orders of Mo-99 starting in October 2013. We
currently expect incremental revenue in our Q1 2014 from the current supply interruptions to exceed approximately $15 million of
incremental revenue we received throughout fiscal 2013 related to 2013 competitor supply interruptions. Additional orders resulting from
extensions of these supply interruptions along with potential unplanned supply interruptions we may experience with the NRU reactor
could, among other things, cause our forecasted increase in Reactor isotopes to vary from our current forecast.

Cyclotron isotope revenue is currently expected to increase by 20% to 25% in fiscal 2014 compared to fiscal 2013 primarily due to increase
in Sr-82 revenue, which we resumed selling in April 2013. We experienced higher demand for Sr-82 in Q4 2013, which has continued into
Q1 2014.

As described in the “2013 business and corporate developments” section of this MD&A, GSK has announced that it will discontinue the
manufacture and sale of Bexxar on February 20, 2014. As a result, our Contract Manufacturing activities in fiscal 2014 are expected to
primatily relate to the manufacturing of TheraSphere undet the MSA. We currently expect revenues from the MSA to be approximately
$14 million in fiscal 2014.

Due to, among other things, the incremental Reactor isotopes revenue as a result of current supply interruptions of our competitors, the
discontinuation of Bexxar manufacturing in Q2 2014, and the planned NRU monthly planned shutdown for maintenance, we expect
revenue to be substantially higher in Q1 2014 compared to other quatters in fiscal 2014,

Targeted Therapies

As described in the “2013 business and corporate developments” section of this MD&A, we completed the sale of the Targeted Therapies
business to BTG on July 13, 2013. Our manufacturing of TheraSphere under the MSA for BTG is reported in Medical Isotopes reporting
segment. Therefore, we do not expect any further financial revenue or costs in this reporting segment.
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Internal Investigation Costs

Nordion has engaged an external legal firm, which has in turn engaged vatious other advisors, including an accounting firm, to conduct an
internal investigation of the possible compliance issues discussed in the “2013 business and corporate developments” section of this
MD&A. The internal investigation process is ongoing and we presently cannot estimate the duration or the cost of the overall internal
investigation, or the work required to support regulatory and enforcement activities. Additionally, if regulatory or enforcement authorities
determine to take action against the Company, Nordion may be, among other things, subject to fines and/or penalties which may be
material.

Our current estimate for investigation and remediation costs for fees and other expenses relating to legal and other professional firms
assisting us in this matter during fiscal 2014 is currently expected to be approximately $3 million. The cost in fiscal 2014 could vary based
on, among other things, requests from regulatory and enforcement authorities and/or new findings.

Corporate and Other

We currently expect that fiscal 2014 Corporate selling, general and administrative (SG&A) expenses will decrease compared to the
approximately $16 million of expense in fiscal 2013, as we rationalize our G&A costs reflecting our divestiture of the Targeted
Therapies business.

SG&&=A for all segments

In fiscal 2014, we currently expect our SG&A expense to decrease compared with fiscal 2013 primarily due to the divestiture of Targeted
Therapies. Our pension expense is currently expected to decrease from $6.7 million in fiscal 2013 to approximately $3 million in fiscal
2014, which represents net petiodic pension costs for accounting purposes, due to the impact of relatively higher interest rates on the value
of pension liabilities as well as plan amendments implemented in Q4 2013. This accounting expense does not directly change the amount
of funding we are required to contribute to our pension plans. Additionally, in fiscal 2013, there was higher stock based compensation
resulting from stock price increases.

Depreciation

Depreciation expense is expected to decline by approximately $2 million in fiscal 2014 compared with fiscal 2013, This decrease is primarily
because we recorded a non-cash pre-tax impairment charge of approximately $29 million for certain of our fixed assets in Q3 2013 as
described in the “2013 business and corporate developments” section of this MD&A. Significanty reduced carrying amounts offset by

a change in the remaining useful life estimates for certain of our fixed assets are expected to decrease our depreciation expenses in

fiscal 2014.
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Financial highlights

Years ended October 31

(thossands of U.S. dollars, exceept per share amounts) 2013 2012 2011
Revenues
Sterilization Technologies : Sy

Cobalt cnee $ 93,102 g 92402 % 96,982

Sterilizaton - Other . 3,018 3030 11680
96,120 954534 108,662
Medical [sotopes -

Reactor 70,933 77410 85.094

Cyclotron 18,250 - /513 478 18459

( Jontract Mmufagtuﬂng 11,165 8, 06/ 19.256

100,348 - 100955 122789
Taracted Therapies -

TheraSphere f , 36,322 48451 42,576
Consolidated segment revenues ftom cvntmumg operations g 232,790 $ 244840 § 274,027
chmcm earnings (loss)

: ¢ $ 35,309 8 39,037 $ 46,140
25,870 o 29439 38,342

| ' 3,036 14078 12652

. and Other , , .. (11,979) _(8.706) (12,358)
Toml segment earnings $ 52,236 $ 73848 § 84,776
Depreciation and qmorﬁ;mbgj - 11,824 22,375
Rmtmcmmng charges, net : 143 1,592
JE arbitration and 1@&41 cmts o 567 76 12,172

Gain onsale of Targe (188,870) o ,

Impairment of long- 29,201 : ~

Litigation settlement (gﬂm) Icms, net (42,488) 24,058

Loss on Celerion note receivable 218 2,411 «

Pensionsetlement loss 7,003 . .

Gain on sale of investments (814) . (6o

Internal investigations costs 11,849 -09.827
' rSﬂfa’ sic review costs : 1,873 .

L Ch \mhm nf cmbedu ed dLﬂvmvc i 1,044 12,020 L
$ 220,686 ; LO95 - 8
_Basic earnings (loss) per share from continuing operations  § 3.83 $ a8 0.67
Cash and cash equivalents =~ $ 323,099 § 109360 % 4,067
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Financial results analysis
I this section, we provide dnwiui information and analvsis regatding our performance for the year ended October 31, 20

with the same periods in fiscal 2012 2 and 2011,

Consolidated financial results

13 compared

Vears ended October 31 % of Yo of % of
_ (thansands of U.S. dollars) 2013 revenues 2012 revenues 2011 revenues
Revenues o & 232,790 100% % 244840 CA00% % 274007 100
Costs and expetises o
Diitect cost of tevenues 110,243 47% 110,992 459 126076 46%
Selling, aeneral and administra 82,402 35% 69,831 29% 65107 249
Depreciation and ;mi'c'}i"tizaﬁbn/ 11,824 5% 17.080 - T% - 2,,,‘ & "
i{e\ mamuwrthmgcs ﬁe‘c 143 - 1.781 A% 1592 e
hang 1,044 - 12,020 5% 2,649 (1%
(188,870) (81%) . e - .
29,201 13% = -
Othe (mmzm) expenses, net (33,883) (15%) 32,041 13% 8,549 A%
Operatin mmmx from coﬂtmmag
§ 220,686 95% % 1095 - 52977
i (4,232) (2%) % (2,499)
i wend incotmne 5,121 2% o : 3% 10,274
Income tax recovery (expens 15,575 7% ’(732,. )"ﬂ (13%) (47,122,
Loss front discontinued ()péfaﬁ(}m; et ol g ;
iticonio taxes - - - . - (26,655) (roy o)
Fguity loss - - S
MNetincome (kw,) $ 237,150 102%  § (28,869) ,(TZX‘?Q/(Q 5 1684l 0%
Giross matgln . 53% 55% 54‘/ o
Capital expenditures fmm o
continuing {)pemmam, $ 2,010 % 7,384 % 6 732
Total assets $ 617,051 428581 5 458663
Long term financial obiigatmns $ 40,441 $ 43331 § . 440

Revenues

Revenues of $232.8 million in fiscal 2013 decreased by $12.1 million or 5% and $41.2 million or 15% compared with fiscal 2012 and 2011,
respectively. Excluding the impact of foreign exchange, revenues for f '15(:@! 2013 decreased approximately 4% and 14% <,<>mmrcd with

fiscal 2012 and 2011, respectively.

The decrease
Targeted Therapies business in July

See further derailed analvsis on revenues in the

Gross margin

Grross margins of 33% in fiscal 2013 decreased by 2% and 1°

overall g

T

relatively higher margin product.

of the mk of

See fur
MID&A.

Costs and expenses

Selling, general and administration ($Ge

2013

S perilization Technologies”,

FrOss n,n-vm decrease was a result of decrease

ther detailed analysis on our gross margins in

in revenue con‘ii)’w“(l to the prior year was mai inly att

and a decrease in pricing of Reactor isotopes.

-

vthe “Srerticabion Technolygies”,

ributable to a decrease in TheraSphere revenue as a result of the sale of

Yo compared to tiscal 20012 and 2
in our TheraSphere revenue, which historically pmducaa higher margins, as a result

Medical Lsotopes

120

Medical Lsotopes’

11, respectvely

Y and “Targeted Therapies”, sections of th

is MD&A.

- Approximately halt of our

geted Therapies business in July 2013, The remainder was due to higher costs and lower Mo-99 revenue, which is a

Sand “Largeted Therapies”, sections of this

SG&A \ expenses of $82.4 million in *x«ml 2013 increased by $12.6 million compared with fiscal 2012. The increase was largely due to an
ncrease of §5.2 million in annual incentive costs, an increase of $6.4 million in pension expenses, an increase in internal investigation costs
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of $2.0 million, and strategic review costs of $1.9 million incurred in fiscal 2013. These increases were partially offset by lower spending in
sales and marketing of $3.1 million reflecting the divestiture of Targeted Therapies business as well as lower spending in other corporate
and administrative functions of $1.0 million.

SG&A expenses of $82.4 million in fiscal 2013 were $17.3 million higher compared with fiscal 2011. The increase was due to similar factots
described above, with an $11.8 million increase in internal investigation costs.

These increases were partially offset by a favourable foreign exchange impact from the weakening of the Canadian dollar relative to the
U.S. dollar. The significant majority of our SG&A expenses are denominated in Canadian dollars.

Depreciation and amortization (D&>A)
D&A expenses of $11.8 million in fiscal 2013 decreased by $5.3 million and $10.6 million compared to fiscal 2012 and 2011, respectively,
primarily because a significant portion of out computer systems became fully depreciated during Q2 2012.

Restructuring charges
The restructuting charge of $0.1 million in fiscal 2013 was telated to true-up adjustments for our Q4 2012 organizational realignment.
We expect the majority of the remaining restructuring provision to be utilized during fiscal 2014.

Change in fair value of embedded derivatives

We have Russian supply contracts for Co-60 that are denominated in U.S. dollars. This creates embedded derivatives as our Canadian
opetation uses Canadian dollars as its functional currency. At each period end, we mark-to-market any changes in the fair value of the
embedded derivatives and record these increases and decreases as gains and losses within operating income.

In fiscal 2013, we recorded losses of $1.0 million for the change in the fair value of the embedded derivatives compared to losses of

$12.0 million in 2012 and gains of $2.6 million in 2011. The changes in the fair value of the embedded detivatives were primarily driven by
changes in the U.S. to Canadian dollar exchange rates and our estimated notional supply amount during the contract petiods. These gains
and losses are for accounting purposes and do not represent cash transactions in the period of reporting.

Other (income) excpenses, net

Other (income) expenses, net, of $(33.9) million in fiscal 2013 primarily included an approximately $40 million litigation gain relating to a
Comprehensive Settlement Agreement with AECL as described in the “2013 business and corporate developments” section of this
MD&A. We also recorded a foreign exchange gain of $4.3 million and TSA revenue of $0.5 million telating to the sale of Targeted
Therapies business. These other income items were partially offset by R&D costs of $6.7 million and a pension settlement loss of $7.0
million as described in the “2013 business and corporate developments” section of this MD&A.

Other (income) expenses, net of $32.0 million for fiscal 2012 primarily included estimated litigation accruals of approximately $24 million
telating to AECL matters, R&D costs of $6.6 million, and a loss on the Celerion note receivable of $2.4 million. Other expenses, net of
$8.5 million for fiscal 2011 included R&D costs of $5.6 million and a foreign exchange loss of $4.3 million, partially offset by a $1.7 million
gain on the sale of an available for sale investment.

Interest income (expense), net

Net interest income for fiscal 2013 was $0.9 million compated to $2.4 million and $7.8 million for fiscal 2012 and fiscal 2011, respectively.
The decrease was primarily due to a dectease in accreted interest income related to our note receivable from Celerion reflecting $7.3 million
and $6.5 million of partial eatly repayments for $9 million and $12.5 million reductions in the principal amount, respectively, in Q1 2013
and Q1 2012.

Income tax recovery (expense)

Tax recovery for fiscal 2013 was $15.6 million on the pre-tax income from continuing operations of $221.6 million. With an estimated tax
rate of 25%, we expected a tax expense of $55.9 million for fiscal 2013. The net difference of $71.5 million from the expected tax expense
was due to 2 $40.4 million release of our valuation allowance in Q4 2013 as described in the “2013 business and corporate developments”
section of this MD&A, $24.2 million due to the tax treatment on the Targeted Therapies sale gain and non-taxable portion of capital gain,
and other discrete adjustments for the fiscal year.

Loss from discontinned operations, net of income taxes

We did not have discontinued operations reported for fiscal 2013 and fiscal 2012. For fiscal 2011, we tecorded a loss from discontinued
operations, net of income taxes, of $26.7 million which primarily included an unfavorable outcome of the arbitration with Life
Technologies Corporations in Q3 2011 (as discussed in the “Liquidity” section of this MD&A), the sale of MDS Nordion S.A. completed
in Q2 2011, and certain tax adjustments and settlements relating to our discontinued operations, MDS Pharma Services and MDS
Analytical Technologies.
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2) Segmented Financial Review

Specialty Isotopes-Sterilization Technologies

Years ended October 31 % of %% of Yo of
(thousainds of U.S. dollars) 2013 revenues 2012 revenues 2011 revenues
Revenues o Lo
Cobalt . $ 93,102 97% % 92402 . 97%’ $ 96982 899
Sterilization - ()rhe . 3,018 3% 3032 ’ 11,680 110
/1 - 96,120 100% 95434 108,662 100%
Dircctcosiobmenies 43,298 45% 42,284 47508 4%
Selling; oeneral and admimqnamm 17,469 18% 13,766 v 1B 007 14%,
Other expenses, mﬁc : . 44 - 347 o - 007 -
_Segment ¢ um%s o $ 35,309 3% % 39037 o 4% % 46140 40%
{0 Faclades pain on finvestment of $1.7 1 2011, which are not included i che caleuluion of segmenr sarnings

Revenues

Revenues of $96.1 million for fiscal 2013 increased by $0.7 million or 1% compared to fis
compared to fiscal 2011, The majority of revenue for Sterilization Technologies is denominated in Canadian dollars and, therefore,
fluctuations in foreign exchange impact revenue, }mc,mqu the impact of foreign exchange, revenues for fiscal 2013 increased by 2%

compared to fiscal 2012 and decreased 10% compared ro fiscal 2011

“al 2012 and decreased by $12.5 million or 12%

113, Cobalt revenues increased by $0.7 million or 1% compared to fiscal 2012 and decreased $3.9 million or 4% compared to
¢ from fiscal 2012 was primarily doe to an increase in shipments of sealed sources, The decrease from fiscal

Ior fiscs
fiscal 2011, The slight tncres
2011 was due to an overall decline in volume of Co-60 shipments resulting from an increase in the global supply of Co-60

For fscal 2013, revenues from Sterilization — Other remainied relatively flar o fiscal vear 2012 and decreased by £8.7 million or 74%
compared to fiscal 2011, The decrease was due primarily to there being no production irradiator shipments in fiscal 2013 compared o two

production irradiator shipments in fiscal 2011,

wly due to the nming of our Co-60

As in prior vears, the quartetly profile of revenues for Sterilizaton Technologies vaties signific
e Co-60, they need to shut down their

sments to customers and the sales of pfo(iuunm irradiators. When our customers pur

i

production irradiator operations while the ( "6-60 is being loaded into the irradiator. Therefore, we coordinate the timing ot this process

ssely with our castomers in an effort to lmic dis vmm tor their operations. In prior vears, the timing of Co-60 discharges from power
: &

R

reactor sites 1 Canada also affecred shc v mml ility in quarterly revenues For Slushmmm I'echnologies.

Gross margin
Gross margin for our Sterilization Technologies segment was 55% for fiscal 2013 compared to 56% for cach of fiscal 2012 and 2011.

htly lower compared to fiscal 2012 ;")t‘n'mu‘ily due to higher Co-60 and production support costs. Gross
ly lower compared to fiscal 2011 primarily due to lower revenue covering relatively fixed production

.t by a positive gross margin impact of a significant decrease in production irradiator sales and

Grross margin for fiscal 2013 was slig
ht
which was largely offs

margin for fiscal 2013 was also sl

SUPPOLL COSES
installations during fiscal 2013 as thev have a lower gross margin relative to Co-60.
Selling, general and administration (SG&A)

(A expenses for our Sterilization Technologies segment of $17.5 million for fiscal 2013 were $3.7 million and $2.5 million higher than
wnd 2011, respectively. The increase is primarily due ro an increase in annual i incentive plan accruals and higher pumsm telated

fiscal 2012

expenses offset by io\xcf sales and marketing spending. The increase was also partially offset by the fav orable foreign exchange impact of

the weakening of the Canadian dollar relatdve to the U.S. dollar, A significant majority of our SG&A expenses are denominated in Canadian dollars.

Other expenses, net
Ovther expenses, net are primarily foreign e

ange revaluation gains and losses for fiscal 2013, 2012 and 2011
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Specialty Isotopes-Medical Isotopes

Years Lnded October 31 % of % of Yo of
(//J()/mz//(/s of ( §. dollars) 2013 revenues 2012 revenues 2011 revenues
tor $ 70,933 7% % 77410 Tl% % 85094 6990
Cyclotron - 18,250 18% 15478 5% 18439 15%
Contract Manufacturing o 11,165 11% 8.0067 8% 19056 16%
- 100,348 106% 100,955 0% ¢ 122789 100%

Costs and expenses i
Direct cost of revenues 55,946 56% 54982 Bd% 66178 54%
Selling, oencral and qdmgmst:rfmon - 17,867 18% 14,189 1% 16055 139
Other expenses, et 665 1% 2,345 2% 201 20
_E%mem earnings . $ 25870 26% % 29439 % 38342 1%

ap Faeludes ARCL arbiteation and legal costs $0.6 mithon 22012 - $5.6 million; 2001 - $12.2 mitliony for fiseal 2013, which are nor tncluded i che caleutarion

Revenues

Revenues of §100.3 million for fiscal 2013 remained relatively flat compared to fiscal 2012 and decreased by $22.4 million or 18%
compared to fiscal 2011, The majority of Medical Isotopes revenues are denominated in U.S, dollars and, therefi fore, foreign exchange had a
nominal impact on revenues.

Reactor isotopes revenues for fiscal 2013 decreased by 8% compared to fiscal 2012 due mainly to $4.0 million of revenue recognized in
fiscal 2012 related to minimum volumes not being achieved by a Mo-99 customer and significant reduction in Mo-99 pricing that was
partially offset by approximately $15 million of incremental Mo-99 revenue as a result of supply interruptions at 4 competitor’s reactor as
described in the “2013 business and corporate developments” section of this MD&A. Reacror 1sotopes revenues for fiscal 2013 decreased
by 17% compared to fiscal 2011 due primarily ro the continued decline in price of Mo-99,

Cyclotron i isotopes revenues for fiscal 2013 were higher by 18% compared ro fiscal 2012 and were relatively flat compared to fiscal 2011.
The increase in fiscal 2013 compared to fiscal 2012 was mainly due to our resumption of $r-82 sales in April 2013,

Contract Manu facturing revenue for fiscal 2013 increased by 38% compared to fiseal 2012 and decreased by 42% compared to fiscal 2011,
The increase in fiscal 2013 compated to {isul 2012 was primar 11;‘ duc o our contract manufacruring of TheraSphere for BTG subsequent
to the sale of our Targeted Therapies business in July 2013, The decrease in fiscal 2013 compared to fiscal 2011 was due to the interruption
in CardioGen-82 manufacturing, which we have not manufactured since Q1 2011, In fiscal 2011, we also had a one-time $3.3 million
revenue related to a cancelled conrract for facilides and equipment paid by a customer sho filed under € “hapter 11 ot the ULS. Bankruprey Code.

Gross margin

Gross margin of 44% for fiscal 2013 was 2% lower when compared to each of fiscal 2012 and fiscal 2011, This decrease in Cross margin
was primarily due to lower revenue from Mo-99, a relatively higher gross margin product. This decrease was offset by the weakening of the
Canadian dollar relative to the U.S. dollar which positively impactec 1 the overall gross matgin, as a majority of our direct costs are
denominated in Canadian dollars whereas the majority of our revenues are denominated in ULS. dollars,

Selling, general and administration (SG&A)

SG&A expenses for our Medical Tsotopes segment of $17.9 mitlion for fiscal 2013 increased by $3.7 million and $1.8 million compared to
fiscal 2012 and 2011, respectively. This increase was primarily due to an increase in annual mumi\x: plan accruals, higher pension-related
eXpenses p mmll\ ()Hsu by lower sales and markerding spwdmu These increases in SG&A expenses were also partially oftset by the
weakening of the Canadian dollar relative to the U.S. dollar as most of our SG&A expenses are denominated in Canadian dollars.

Other expenses, net
Orher expenses, net are primarily R&D expenses of §0.8 million, $2.2 million, and $2.1 million for fiscal 2013, 2012 and 2011, respectively,
Other expenses, net also include foreign exchange revaluation eains And losses,

Nordion Inc. Tiscal 2013 Annual Report
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Targeted Therapies

Yeats ended October 31 Y of % of Yo of
(thowsands of U.S. dollars) 2013 revenues ' revenues 2011 revenues

§ 36,322 100% 100% § 42576
10,999 30% 135 12580 A%
16,827 46% 16,565 14067 3%
5,460 18% o 4p82 8w 3967 B
% 3,036 8% % 14078 29% & 120652 300

\x described in the “2013 business and corporate developments” section of this MD&A, on July 13, 2013, Nordion completed the sale of
argeted Therapies business to BTG, The results of manufactuting TheraSphere for BTG under the MSA are reported as part of the

Contract Manufacturing product line in our Medical Tsoropes segment.

eted

As we continue to generate significant cash flows from the divested business under the MSA, the results of our historical Tar
Therapies are reported as part of out continuing operations and the tinancial results above represent historical results of our Targeted
Therapies business prior to the sale.

Corporate and Other

Years ended October 31
(thousands of U5, dollars) 2013 2012 2011
Costs and expcms@s L e

Selling, venoral and &dmml;/ aton: @ 4 15,950 g S 7800
- Other (i /mmrm* expefises, et (3,971 o 4;’352
‘xgmem }oss - ’ (11 979) 12,0 f’é»)

il -

& miflion and 3

Selling, general and administration (SG&A)
Corpotate SG&A expenses of $16.0 million for fiscal 2013 increase «d by $6.0 milli

»n and $8.1 million compared to fiscal 2012 and 2011,

1«
e of $2.5 million in G&A costs associated with central functions

respectively, primarily due to higher stock based cmmpummnn, an incr
previously allocated to Targeted Therapies, and certain taxation related costs. Corporate SG&A in fiscal 2011 also included a $2.3 million
favorable insurance adjustment,

Other (income) expenses, net
Orther (income) expenses, net were primarily related to foreign exchange (gains) and losses. In fiscal 2013, we also recorded TSA revenue of
$0.5 million following the sale of Targeted Therapies business.

Nordion Inc. Fiscal 2013 Annual Report
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MANAGEMENTS DISCUSSION AND ANALYSIS

3) Quarterly Financial Analysis

Sequential financial analysis
In this section, we provide a summary of selected financial information for cach of the eight most recently completed quarters.

Trailing four October 31 July 31 April 30 January 31
(thousands of LS. dollars, except per share amonnts) quarters 2013 2013 2013 2013
Revenues Sy
Cobult o 3 93,102 3 22,259 % 35375 § 20,100 % 15,368
Sterilizationsother 3,018 694 1,168 94 1,062
o Swedlization Tecl mc)h)&ics o 96,120 22,953 306,543 20,194 16,430
Reactor - = 70,933 17,262 16,115 17,150 20,406
Cyclotron .. 18,250 6,165 5,411 3,820 2,854
Contract \meg,mrmg« - 11,165 4,948 2,506 1,775 1,936
Medical Isotopes - 100,348 28,375 24,032 22,745 25,196
‘TheraSphere . 36,322 - 11,134 13,150 12,038
Targeted Therapies -~ 36,322 - 11,134 13,150 12,038
il : $ 232,790 $ 51,328 % 71,709 § 56,089 % 53,664
Seament earnines (loss) .
S rJlumon ] Lchn()loglm : L 35,309 7,584 17,794 6,415 3,516
: ; 25,870 7,842 5,915 5,174 6,939
3,036 - 544 1,062 1,430
(11,979) (2,264) (4,688) (2,210) (2,817)
$ 52,236 % 13,162 § 19,565  § 10,441 % 9,068
S Net income (loss G B 237,150  § 56,264  § 180,424  § 731 % (269)
Basic and diluted earnings pet sh,ne a $ 3.83 % 091 % 291 % 0.01 % -
Trailing four October 31 July 31 Aptil 30 January “wl
(thonsands of U.S. doflars, except per share amonnts) quarters 2012 2012 2012 012
Revenues &om L(mmuung Opetaﬂﬂﬂa : - ’
Cobalt . = 5 92402 - 31020 % 31841 & 3 15,681
Stetilization-other j ... 3032 1291 a4 455
Sterilization Tee 11101051&;; o 95,434 3201 32, 145 o > 16136
Reactor L e T4l 24793 s 20942
Cyeloton ’ j , 15478 . o 3610 3,098
(()ﬂti‘lcf i\hnufaumma - 80067 1,977 3o 1990 1,827
o 5 100,955 . 30,337 2972 22 T
2,023 13024 0 19397

chnologies . A . o 14403

hwﬂ Isotopu e e 5 4,57 2 o sELL
Targeted Therapies . 14078 2809 4336 o 3800 3415
Corporate and Other (8,706) (1,273 ' @3 (15
o - $ ARS8 29463 3 200608 % 104 $ 13363
Net (Ioss) income = $ (28869 § 45505 8 3 8
Basic and diluted (loss) earnings pef shwe S & 047 0 8 . s
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Revenues from continuing operations

Sterilization Technologies
Sterilization Technologies revenues of $23.0 million in Q4 2013 decreased by $13.6 million or 37% compared to Q3 2013 primarily due

to a decrease in Co-60 volumes.

Co-60 revenues can vary significantly quarter-to-quartet due to the timing of our shipments to customers. The shipments are planned
between Nordion and our customers and are forecast several months in advance.

Medical Isotopes

Medical Isotopes revenue increased by $4.3 million or 18% in Q4 2013 compared to Q3 2013. The increase was primarily due to our

contract manufacturing of TheraSphere for BTG statting in mid-July 2013 and the NRU reactot’s return to service from its planned
maintenance shutdown in Q3 2014. Cyclotron isotopes also increased compated to Q3 2013 due to increased sales of Sr-82.

Targeted Therapies

As described in the “2013 business and corporate developments” section of this MD&A, on July 13, 2013, we completed the sale of our
Targeted Therapies business to BTG. The financial results represent historical results of our Targeted Therapies business prior to the sale.

Segment earnings (loss)

Sterilization Technologies
Sterilization Technologies segment earnings of $7.6 million in Q4 2013 decreased by $10.2 million or 57% compared to Q3 2013. This is

primarily due to decreased Co-60 volume.

Quatter-to-quarter Stetilization Technologies segment earnings are primarily impacted by the volume of Co-60.

Medical Isotopes

Medical Isotopes segment earnings of $7.8 million in Q4 2013 increased by $1.9 million or 33% compared to Q3 2013 due to quarter-to-
quarter Cyclotron isotope and Contract Manufacturing revenues increase.

Targeted Therapies

As described in the “2013 business and corporate developments™ section of this MD&A, on July 13, 2013, we completed the sale of our
Targeted Therapies business to BTG. The financial results represent historical results of our Targeted Therapies business prior to the sale.
Corporate and Other

Cotporate and Other segment loss of $2.3 million in Q4 2013 decreased by $2.4 million compared to Q3 2013 due mainly to the
favourable impact of foreign exchange which was partially offset by G&A costs associated with central functions previously allocated to
our former Targeted Therapies business.

Nordion Inc. Fiscal 2013 Annual Report
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Fourth quarter analysis
Fourth quarter fiscal 2013 compared to the fourth quarter fiscal 2012

Three months ended October 31

% of Yo of

(thonsands of U.S. dollars) 2013 revenues 2012 revenues

Revenues . $ 51,328 100% - § 74,671 100%
Costs and expenses o

Direct cost of revenues 26,203 51% 30564 4%

Selling, general and adm! 19,050 37% - 21843 20%

Depreciation and amortizatio 2,419 5% 3933 4%
Restructuting chatoes, net 56 - 480 304
Change in fair value of eml 3€dd€€i dﬁﬂvaﬁ\’(‘ 550 1% 3603 5%
Other (income) cxpmscs net (23,246) @s%y = 26132 35%
Operating income (loss) $ 26,296 51% - § (13184 (18%)
Interest expense (1,120) @%) - 9 (1%
Toterest income 1,197 2% i 2225 3%
Income tax recovery (L"(pL‘ﬂSL) 29,891 58% (31,629 (42%)
Net income (loss) $ 56,264 110% §  (43,505) (58%0)
Three months ended October 31
Sterilization Technologies Medical Isotopes Targeted Ther aplee
(thonsands o] U.S. dollars) 2013 2012 2013 2012 2013 012
Revenues . § 22,953 4§ 32311 % 28375 § 30337 $ - 3 12,()23
Direet cost of revenues = 10,823 12,384 15,380 15,130 - 3.050
Selling, veneral and ad mmmmm}n 4,481 3131 5,001 3485 - 4 840
Othet expenses, net 65 120 152 471 - 1524
_Segmenteamings S 7,584 % 16,676 9 7,842 § 11251 § -5 2,809

Revenues from continuing operations
Revenues from continuing operations of $51.3
due mainly to the sale of our Targeted Therapies business ro BTG in (3 2013 and a decrease in Co-60 ) shipments.

million in Q4 2013 decreased by $23.3 million compared with the same period of fiscal 2012

Selling, general and administration (SG&A)

SG&A expenses of $19.1 mﬂh()n in Q4 2013 were $2.8 million lower compared with the same period of fiscal 2012, primarily due to lower
sales and markering spending of $2.2 million.

Other (income) expenses, net

Other (income) expenses, net of $23.2 million in Q4 2013 decreased by $49.4 million compared with same period of fiscal 2012, The
significant Hluctuation was primarily due to litigation serdement gains relating to ALCL and other litgation matters recorded in Q4 2013
compared ro recording of litigation accruals relating to AECL and other litigation matters in Q4 2012, In addition a $4.1 million foreign
exchange gain was recorded in Q4 2013 compared with $0.1 million in Q4 2012

Change in fair value of embedded derivatives
We recorded a loss of $0.6 million for the change in fair value of embedded derivatives in Q4 2013 compared with a loss of $3.6 million in
the same petiod of fiscal 2012 primarily driven by changes in estimate for the notional supply amount and fluctuarions in the U.S. o

Canadian dollar exchange rate.

Segment earnings

\~

Sterilization Techno r'«//'(» v

Segment earnings of §7.6 million in Q4 2013 decreased by $9.1 million compared with same period of fiscal 2012 primarily due to lower
Co-60 volumes and thc impact of fixed production support costs, a negative impact on average pricing due to mix of customers in cach

respective quarter, and higher SG&A expenses for annual incentive plan accruals and pension related expense.

Medical Liotopes

Segment earnings of §7.8 million in Q4 2013 were lower by $3.4 million compared to the same period of fiscal 2012 primarily due to an
overall decrease in Mo-99 sales price and an increase in SG&A expenses for higher annual incentive plan accrual and pension-related
expenses. Additonally, a one-time $4 million payment was recorded as revenue in Q4 2012 due to customer shortfalls in Mo-99 volume

Nordion Ine. Fiscal -

2013 Annual Report
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MANAGEMENT’S DISCUSSION AND ANALYSIS

below minimum contract commitments. These items wete pardally offset by the impact of higher Cyclotron isotopes and TheraSphere
contract manufacturing revenues.

Targeted Therapies
As described in the “2013 business and corporate developments” section of this MD&A, on July 13, 2013, we completed the sale of our
Targeted Therapies business to BTG. The financial results represent historical results of our Targeted Therapies business prior to the sale.

Net income (loss)

We had income from continuing operations of $56.3 million for the three months ended Q4 2013 compared to a loss of $43.5 million for
the same petiod in fiscal 2012. This change was ptimarily due to: i) $19.2 million litigation settlement gains recorded in Q4 2013 compared
to $24.1 million of litigation accruals and losses recorded in Q4 2012; and ii) a $40.4 million release of valuation allowance against our
defertred tax assets in Q4 2013 compared to an additional $35.4 million valuation allowance established in Q4 2012, which were charged
to income tax recovery and expense, tespectively. The change also included a $6.4 million decrease in our internal investigation costs, a
$3.1 million dectease in the change in fair value of the embedded detivatives loss, and a $2.4 million decrease in restructuring charges.

Cash flow

Our opetrations and other operating wotking capital changes conttibuted a positive net cash inflow of $22.6 million in Q4 2013.

The primary cash inflows in the fourth quarter of fiscal 2013, excluding those associated with our product revenues included:
e $14.4 million of litigation settlement payment from AECL related to a Comptehensive Settlement Agreement;
o  $9.4 million of net tax refunds; and
e $4.9 million of litigation settlement payment from one of our insurers related to the Dr. Reddy’s claim.

With these cash inflows, and our cash on hand, we used cash in the following activities in Q4 2013:
e  $4.8 million for internal investigation and strategic review costs and fees;
e  $1.7 million for pension plan solvency funding and current service contributions;
e  $2.2 million increase in restricted cash related to our captive insurance; and
e  $1.4 million for retained leases and litigation costs.

Notdion Inc. Fiscal 2013 Annual Report
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Balance sheet insights

To assist your understanding of our balance sheet accounts, we have briefly summarized a number of items below that are recorded in our
balance sheet and desctibed in more detail in our financial statement notes.

Embedded derivatives

Included in Other current assets and Accrued liabilities ate embedded derivatives assets and liabilities of $0.1 and $1.9 million,
respectively, as of October 31, 2013. These relate to certain long-term supply contracts that are denominated in cutrencies that are not the
functional currency of either party to the agreements. These embedded detivatives can fluctuate significantly from petiod to period as they
are based on notional amounts exceeding $46 million at October 31, 2013, and are revalued at the end of each repotrting petiod based on
changes in cutrency exchange rates relative to the Canadian dollar.

Investment in Celerion, Inc. (Celerion) & note receivable from Celerion

Long-term investments include our 15% minority interest in Celetion, carried at $1.5 million, and a note receivable from Celetion, carried
at $7.7 million. The face value of the note as of October 31, 2013 is $8.2 million, with the catrying value reflecting discount rates of 28%
and 8% for unsecured and secured cash flows, respectively. The note has a five-year term to March 2015 bearing intetest at 4% per annum
which is accruing to the principal amount of the note. Our exposure to losses with respect to Celetion is limited to the carrying amount of
this note receivable and our minority intetest in Celetion.

Investment in LCC Legagy Holdings (1LCC) (formerly Lumira Capital Corp.)

Included in Long-term investments is our investment in Lumira, a privately held investment fund management company that has long-
term investments in development-stage enterprises. We record this investment using the equity method of accounting and the catrying
amount of this investment is $nil as of October 31, 2013, resulting from cumulative dividends received and equity losses recorded in ptior
periods. We have no further exposure to losses with respect to Lumira as out exposure is limited to the cartying amount of this
investment.

Financial instrument pledged as security on long-term debt & Long-term debt

Included in Notes receivable and Other long-term assets is a financial instrument with a carrying value of $40.3 million as of October
31, 2013. This financial instrument is classified as held to matutity and is not readily tradable. Included in Long-term debtis a non-
interest-bearing Canadian government loan with a carrying value of $40.3 million as of October 31, 2013. The cash inflow of the financial
insttument exactly offsets the cash outflow of the long-term debt. We have pledged the financial instrument as secutity to offset the long-
term debt, effectively resulting in net nil debt.

Deferred tax assets

We have recorded net current and non-current deferred tax assets of $63.5 million as of October 31, 2013. These assets relate to our
Canadian operations and can be used to reduce future cash taxes in Canada. Our total deferred tax assets are primarily comprised of
$58.8 million of net capital loss carryforwards, $58.0 million of Canadian federal investment tax credits, $3.7 million of non-capital loss
carryforwards and various other temporary differences totaling $1.8 million. We have recorded a valuation allowance of $46.5 million, as
well as 2 $12.3 million uncertain tax position reserve, on our capital loss carryforward assets.

Assets and liabilities related to captive insurance

As of October 31, 2013, our captive insurance liabilities include outstanding loss reserves of $0.4 million which is included in Accrued
liabilities. The incurred but not reported loss reserves of $2.3 million are included in Other long-term liabilities as at October 31, 2013.
Relating to these insurance labilities and the operation of our captive insurance entity, we have restricted cash of $5.0 million included in
Restricted cash.

Liabilities retained from divested and discontinued operations

Included in Accrued liabilities is $9.5 million related to an arbitradon ruling in our dispute with Life Technologies Corporations (Life).
We subsequently filed a Statement of Claim against Life and have not paid the $9.5 million settlement payment pending the outcome of
this new claim.

Accrued liabilities also includes a provision of $2.6 million to address certain uninsured U.S. Food and Drug Administration (FDA)
claims related to the Company’s discontinued bioanalytical operations in its former Montreal, Canada, facilities.

Notdion Inc. Fiscal 2013 Annual Report
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7 million for the sale of Targeted Therapies business, offset by an increase

The cash inflow in 2013 was a result of sale proceeds of
$2.0 million.

in restricted cash of $36.9 million, for cash held as collateral to secure our letters of credits, and capital asset additions of

The cash outflow in 2012 was a result of capital asset additions of $7.4 million partially offset by a decrease in restricted cash of
$1.9 million.

The cash inflow in 2011 was a resule of a decrease in restricted cash of $26.6 million, for release of cash held as collateral that previously
secured our letrers of credit, and sale proceeds for our available for sale investment of $1.7 million pardally offset by capital asser additions

ot $6.7 million.

Continuing financing activities
We did not have any financing activities in fiscal 2013, During fiscal 2012, we paid $18.6 million of cash dividends and repurchased
$4.0 million of common shares under the 2012 NCIB. During fiscal 2011, we repurchased our common shares for $52.4 million and

paid $19.2 million of cash dividends.

Liquidity

As at Ocmber 31

(Hhonsands of U.S. dollrs) 2013 2012 Change
Cash and ¢ sh quivalents it $ 323,099 § 109,360 .
CCurrent ratio Lo 2. 200 500

Our cash and cash equivalents of $323.1 million as of October 31, 2013 was $213.7 million higher than the $109.4 milion we had as of
g g

<

October 31, 2012, As we discussed in the “Cash flows™ section above, the inerease was primarily due to $200.7 million of cash proceeds
received for the sale of the Targeted Therapies business, $57.9 million net cash inflow from our operations and other changes in working,
mpimi $15.4 million of net tax refunds, $14.4 million reced \cd from AECL ¢ htmu to a Comprehensive Settlement Agreement, and

$7.3 million received for partal carly repayment of thc Celerion note receivable. The increase in cash and cash equivalents was partially
()thu by a $30.9 million increase in restricted cash, $14.3 million pavments z(limd to internal investigations costs, $6.4 million for pension

million of former MDS P h;u‘mn Scr\’lccs pension sertlement costs, and othet cash outflow irems discussed in the

contributions, $5.5

“Cash flows” section above,

Qur current ratio of 5.0 as of Ocrober 31, 2013 increased (mm 2.0 as of October 31, 2012, The current ratio is calculated as current assets
divided by current Imb luy. The increase in our current ratio is primarily due to the increases in cash and cash equivalenrs as well as the
decrease in current liabilities due to the release of our hug:n’nm—ulaluﬁ accruals,

As of October 31, 2013, our restricted cash of $40.8 million (October 31, 2012 - $3.9 million) related to $34.9 million for outstanding
letters of credit in support of future site decommissioning remediation costs Aﬂd funding for our pension liabilities, $5.0 million related to
funds for insurance labilities, and $0.9 million of collateral issued against future letters of credit.

Credir tacility

Amended and Restated Credit facility

On January 25, 2013, we entered into an $80.0 million Amended and Restated senior revolving one year committed credir facility with the
Toronro-Dominion Bank (TD) and certain other financial institutions (the Lenders). Our Amended and Restated credit facility consists of
a $20 million revolving credit facility and a separate facility of up to $60 million to be used for the issuance of letters of credit. Fach
material subsidiary of Nordion jointly and severally guaranteed the obligadons of the borrower to the lenders. The credit faciliries are
secured by floating and fixed charges over the assets of the borrower and guarantors including, but not limited to, accounts receivable,
inventory and real property with the latter facility to be fully secured with a specific pledge of cash collateral. The credit facilities are subject

to customary positve, negatve and financial covenants.

Under this credir facility, we are able to borrow Canadian and U.S. dollars by way of Canadian dollar prime rate loans, U.S. dollar base rare
loans, U5, dollar Libor h)"ms the issuance of Canadian doilar banker’s acceptances and letters of credit in Canadian and U.S. dollars. The
credit facility is for a one-vear term which may be extended on murual agreement of the Lenders for successive subsequent periods. The
credit facility is primarily for general corporate purposes, As of October 31, 2013, we had not used the credit facility for borrowing;
however, we had $36.9 million of letters of credit issued under this credit facility as well ag $0.9 million of collateral issued against future
letters of credit.

T Q3 2013, we obtained consent from the Amended and Restated Credic Facility Leaders for the divestiture of the Targered

Therapies business to BTG, We are currently in the process of negotiating the extension of our current credit facility, which expires
on January 24, 2014,

Nordion Inc. Fiscal 2013 Annual Report
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Pension

For funding purposes, we are requirec 1 by regulation to update our actuari ial valuation of our main defined benefit pension plan as of
January 1, 2014. Duri ing the calendar year of 2013, we have seen a higher than expected return on our pension plan’s equity investraents
and at December 31, 2013 interest rates had increased significantly compared with the prior year end rates. The higher interest rates have
lowered the return on debt securities; however, there is a greater reduction in our pension liabilities which are calculated based on a

ian actuarial guidance that are now in

ounted rate derived from current interest rates. In addition, there have been changes to Canad
e in funding requirements. The net impact of the returns on assets,

effect, which we currently believe, will result in no change to an incre:
changes in interest rates and (jldf wwes to actuarial guidance on overall funding, we currently believe, will be a reduction in funding

-ats compared with 201

require

Based on the acruarial valuadon as at | 2013, completed in 3 2013, our annual funding requirements were approximately
£16 million, including abpro‘ﬁmatgh 42 million of current service cost contr hutmm in calendar vear 2013, in order to reduce the pm;cuui
9

e

deficit and meet our normal funding requirements. We have funded the solvency deficit via letters of credit for

gularory solvenc
million, including $7.0 million funded in fiscal year 2013, The deficit has arisen due to falling re: al interest rates where the pension labilities

increased more than the increasce in the value of pension assers, The acrual funding requirements w hich are amortized over a five-yvear
&\mw period will be dependent on subsequent annual actuasial valuations. These amounts are estimates, which may change with acrual

investment performance, changes in interest rates, any pertinent changes in government regulations, and any voluatary contributions, As a
result of either changes to annual valuations or the three-year averaging u used in the deficit caleulation under applicable regulations, funding
requirernents may extend bevond the five vear funding period.

During fiscal 2013, Nordion made pension contributions of 6.4 million in cash to meet solvency funding and normal current service
funding wqtmm'xmrc We made an additional $4.0 million in cash contributions during Q1 2014 to meet our annual pcns‘i(m solvency
ements, which are caleulated on a calendat-vear basis. During fiscal 2013, we also used letters of credit for $7.0 million to

funding requit
meet solvency funding requir‘cn‘zemx.

In September 2013, Nordion amended its defined benefit pension plan, such that pension benefits for existing active mrticipzmm carned
.+ carry any entitlement to indexation, although there is an overall floor. In connection wi ith this

from Jamuary i, 14 onwards will no lon
plan mumdmcrnu we remeasuted our vear-end pension obligation reflecting this reduction in indexation going forward based on the vear
end disclosure assumptions, The pension plan amendment and remeasurement resulted in a reduction in our pension obligation of

approximately $5 million. This appears as an unrecognized priot service benefit in accumulated other comprehensive income that will be
Amorti sion expense commencing in fiscal 2014 based on the expected average remaining service lifetime (HARSL) of active
partici

| into pe
vts which, at vear-end, was determined to be 10.7 vears.

il
P

Future liguidity risk and requirements
< that an entiry will encounter difficulty in satisfying its tfinanc ial obligations as they become due. We manage our

Liquidity tisk is the 1
sh flows from operations and Amzc)zp‘u«;d nvgsz. ng and financing activities, However, the fiming and amounts

liquidity risk by forecasting
of expenditures and inflows of cash are uncertain and obligations may arise that we are unable to forecast including, among other things,

potential fines and penalties from regulators or enforcement authotities associated with our internal investigation.

We believe that cash on hand will be sufficient to meet the anticipated requirements for current opetations, capital expenditutes, pension
ilities including FDA-related sertdements, the Life arbitration serdement,

funding, internal investgation costs, litigation costs, contingent liab
. 2 ’ &

and restructuring costs,

£36.9 million of letters of credit and $0.9 million of collateral issued against future letters of credit. If we

Under our credit facility we hav
‘cess to our credit facility and/or have a si ignificantly increased cash requirement for operations or other liabilities, the

were to lose @
Company may be required to obrain addidonal capital from other sources.

Contractual obligations
Subsequent to the sale of Farly Stage, we have retained litigation claims and other costs associated with the ULS. FDA’s review of our

discontinued bioanalytical operations in Montreal, Canada and certain other contingent liabilides, We have 2130 retained certain liabilities

related to pre-closing matters. Under certain circumstances, we may be required to assume addidonal liabilities that could result in future

cash payments.

Years uidcd Ocm ber ”'Sl

2014 2015 2016 2017 2018 Thereafter

kS 3948 % 36,493 0§ - % - § - % -

1 debt 2,781 1,130 - - - -
' 942 491 484 269 164 2,128
11,457 27,017 26,602 33,290 24,296 50,967
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Long-term debt consists of a $40.3 million, non-interest bearing, government loan; and other commitments totaling $0.1 million which
represent capital lease obligations. We have a financial instrument fully pledged as secutity for the repayment of this long-term debt.

The amounts for operating leases primarily relate to the rental of offices, laboratory facilities and equipment to suppozt global operations.

We have long-term supply arrangements totaling approximately $187 million ptimarily related to the supply of Co-60 from certain domestic
and international suppliers of isotopes. These agreements include certain take-or-pay contracts which provide for minimum putchase
quantities, and certain prices are based on market rates at the time of delivery. The amounts for purchase obligations are based on
management’s best estimate in respect of these agreements. The terms of these long-term supply ot setvice arrangements range from one
to eleven years.

We have entered into contracts for other outsourced services; however, the obligations under these contracts are not significant and the
contracts generally contain clauses allowing for cancellation without significant penalty.

The expected timing of payment of the obligations discussed above is estimated based on cuztent information. The timing of payments and
actual amounts paid may be different depending on the time of receipt of goods or setvices, foreign exchange fluctuations, or, for some
obligations, changes to agteed-upon amounts.

Indemnities and guarantees

In connection with our various divestitures, we agreed to indemnify buyers for actual futute damage suffered by the buyers related to
breaches, by us, of representations and warranties contained in the putchase agreements. In addition, we have retained certain existing and
potential liabilities arising in connection with such operations related to periods priot to the divestitutes. To mitigate our exposute to
certain of these potential liabilities, we maintain etrors and omissions insurance and other insurance. We are not able to make a reasonable
estimate of the maximum potential amount that we could be required to pay under these indemnities. We have not made any significant
payments under these types of indemnity obligations in the past.

Arbitration with Life Technologies Cotporations

As part of the sale of MDS Analytical Technologies completed in Q1 2010, out joint venture partnership with Applied Biosystems, a
division of Life Technologies Corporations (Life), was dissolved. A disagreement arose between the former partners (Nordion and Life) as
to the approptiate treatment of certain inventory sold by the pattnership to Applied Biosystems priort to the dissolution of the joint venture
pattnership. The disagreement was submitted to arbitration and the arbitrator in the hearing ruled in favour of Life. As a result, we
recorded a settlement loss of approximately $9.5 million in our results of discontinued operations in Q3 2011.

Subsequent to the arbitrator’s ruling, on September 30, 2011, we filed a Statement of Claim against Life in the Ontario Supetior Court of
Justice seeking recovery of approximately C$30 million and requesting the $9.5 million settlement payment be stayed pending the outcome
of this new claim. In December 2011, Life filed its statement of defense. In March 2012, Notdion filed 2 motion for summary judgment,
requesting damages of $35 million and a stay of the previous atbitration award. In May 2012, Life filed a motion to dismiss. A schedule for
the hearing of motions has yet to be set. Affidavits and expert reports in support of the action have been prepared and delivered by
Nordion. Life has retained experts and is in the process having reports prepared. Motions related to the claim are scheduled to be heard in

Q3 2014. We have not paid the $9.5 million to date.

Capitalization

Our long-term debt of $40.4 million as of October 31, 2013, is primarily a non-interest-bearing Canadian government loan maturing in
2015, which we have fully secured with a long-term financial instrument that we have included in Other long-term assets in our
consolidated statements of financial position.

Our shareholders’ equity as of October 31, 2013, was $459.6 million compared with $194.8 million as of October 31, 2012, primarily due to
a net income of $237.2 million and the recognition of pension asset and liability adjustments of $36.8 million for fiscal 2013.

As at January 8, 2014, 61,909,301 common shates of Nordion were issued and outstanding, In addition, 1,545,496 stock options to
purchase common shares were issued and outstanding as at January 8, 2014 under Nordion’s stock option plans pursuant to which a total
tesetve of 6,220,900 common shates wete made available to be granted in stock options to Nordion’s eligible employees.

Duting fiscal 2012, we declared and paid quarterly dividends totaling $18.6 million. We also incurred a total cost of $4.0 million for our
NCIB for fiscal 2012 including 2 charge of $2.1 million to our accumulated deficit due to share buyback costs in excess of the §1.9 million
cartrying value of the common shates. We suspended our dividend and cancelled our NCIB during Q4 2012.
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Off-balance sheet arrangements

We do not have any relationships with unconsolidated entities or financial partnerships, such as entities refetred to as structured finance or
special purpose entities, which are established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow
or limited purposes. We do not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect
on the financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity or capital expenditures or
capital resources that are material to investors other than operating leases and detivative instruments.

Detivative instruments

As of October 31, 2013, we held approximately $25 million (October 31, 2012 - $33 million) notional amount of foreign exchange forward
contracts designated as cash flow hedges. During fiscal 2013, we recorded a $0.2 million realized loss and 2 $0.8 million untrealized loss for
our foreign exchange forward contracts designated as cash flow hedges. During fiscal 2012, we recorded a $0.6 million tealized gain and a
$0.6 million unrealized gain for our foreign exchange forward contracts designated as cash flow hedges. As of October 31, 2013, we held
no derivatives designated as fair value or net investment hedges.

As of October 31, 2013, we identified a nominal amount for embedded detivative assets with a fair value of $0.1 million (October 31, 2012
- $nil) and embedded derivative liabilities with a fair value of $1.9 million (October 31, 2012 - $0.8 million), which have a total notional
amount of approximately $46 million (October 31, 2012 — approximately $49 million). During fiscal 2013, we recorded a $1.0 million loss
for the change in the fair value of the embedded derivatives, compated to a $12.0 million loss in 2012 and a $2.6 million gain in fiscal 2011.

Litigation
For full descriptions of our material litigation, see the “Legal Proceedings” section of our 2013 AIF.

MAPLE

On September 10, 2012, we announced that we were unsuccessful in our claim for specific petformance or monetary damages relating to
AECL’s cancelled construction of the MAPLE facilities. We were not entitled to a remedy for the unilateral termination by AECL of the
consttuction of the MAPLE facilities. In their decision, the atbitrators also dismissed an AECL countetclaim against us for damages for
breach of contract in the amount of $239.8 million (C$250 million) and other relief. The appeal period expired and neither party appealed
the decision. AECL submitted total arbitration-related costs of approximately $46 million (C$46 million). We filed a response to AECL’s
costs submissions asserting that we should pay approximately $22 million, to which AECL filed a reply during February 2013.

In addition to the atbitration, in 2008 we filed a court claim against AECL and the Government of Canada. The arbitration decision left it
open for us to pursue our ongoing lawsuit against AECL in the Ontario courts in relation to a 1996 Isotope Production Facilities
Agreement (IPFA). As a result, we filed an amended statement of claim against AECL on January 18, 2013 in relation to the IPFA,
requesting damages in the amount of $233.5 million (C$243.5 million) for negligence and breach of the IPFA, as well as pre- and post-
judgment interest and costs. The damages claimed were for the recovery of our costs up to the end of the IPFA, net of certain amounts
settled between Nordion and AECL at the time of entering into the Interim and Long-Term Supply Agreement (ILTSA). Having regard to
the majority opinion in the arbitration under the 2006 Agreement, the amended statement of claim filed by us under the IPFA no longer
included the Government of Canada and the damages claimed were substantially lower than in the original statement of claim. During the
first quarter of fiscal 2013, Nordion and the Government of Canada agreed to the discontinuance of the IPFA action against the
Government of Canada without costs. AECL counterclaimed for $80 million in damages based on a claim against us for unpaid
construction charges.

In the fourth quartet of fiscal 2013 we announced that we had entered into a comprehensive settlement agreement with AECL to resolve
all outstanding claims between the patties related to the MAPLE facilities, including the lawsuit and the arbitration costs. Upon the
settlement we recorded a $24.6 million recovery relating to accrued ACEL liabilities as well as receiving a $14.4 million (C$15 million) cash
settlement from AECL. Nordion and AECL have released each other from the claims discussed above.

In addition to the settlement, we entered into an emended and restated isotope supply agreement and waste management services
agreement with AECL. The amended and testated isotope supply agreement is a non-exclusive agreement for medical isotope supply by
AFECL to Notdion, which has a term ending October 31, 2016. The supply agreement may also be terminated upon, among other things,
Notdion establishing a satisfactory alternative supply of isotopes, the permanent shutdown of AECL's isotope production facilities, our
failure to meet a minimum purchase quantity and any force majeure that continues for a petiod of more than two years. The ptimary cost
of supply of medical isotopes will continue to be determined based on a revenue share methodology. Starting in 2014, the percentage of
revenue share that AECL receives each year will increase throughout the term of the supply agreement contributing to a mid single-digit
decrease in our Medical Tsotopes gross margin percentage over the course of the contract. In addition, we have entered into an agreement
to continue waste disposal services from AECL until October 31, 2026.
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Bioequivalence studies

During fiscal 2009, we were served with a Complaint related to repeat study and mitigation costs of $10 million and lost profits of $70
million. This legal action, commenced by Dr. Reddy’s Laboratories Ltd. and certain affiliated companies, related to certain bioequivalence
studies carried out by our former MDS Pharma Services business unit at its Montreal, Canada facility from January 1, 2000, to December
31, 2004. On March 21, 2013, we announced that it had settled this claim. Details of the settlement are confidential. The settlement has
resulted in a loss of $1.3 million after taking into account financial reserves maintained by us in relation to the claim. Most of the
settlement was covered by insurance, and resulted in a net cash outflow of approximately $17 million that included insurance proceeds
received to date. In October 2013, the company received $4.9 million in cash resulting from a successful claim against one of its insurers in
this matter and recorded $4.9 million litigation gain during the fourth quarter of fiscal 2013.

During fiscal 2009, we were served with a Statement of Claim from Apotex Inc., filed with the Ontario Court of Justice, related to repeat
study and mitigation costs of $4.8 million (C$5 million) and loss of profit of $28.8 million (C$30 million). This action relates to certain
bioequivalence studies carried out by our former MDS Pharma Services business unit at its Montreal, Canada facility from January 1, 2000,
to December 31, 2004. We maintain reserves in respect of repeat study costs as well as errors and omissions insurance. We have assessed
this claim and have accrued amounts related to the direct costs associated with the repeat study costs in its FDA provision (Note 10(a)). No
specific provision has been recorded related to the claim for lost profit, other than insurance deductible liabilities that have been fully paid.
The Company has filed a Statement of Defence and is vigorously defending this action. Examinations for discovery are currently ongoing.

BioAxone BioSciences

During the third quarter of fiscal 2012, we were served with a Complaint filed in Florida relating to our former Pharma Services

business. The Complaint, by BioAxone BioSciences Inc. (BioAxone), named Notdion (US) Inc. as well as another unaffiliated co-
defendant, and alleged that MDS Pharma Services acted negligently in the preparation and qualification of a Bacterial Master Cell Bank
relating to the development of a biologic drug. The Plaintiff claimed that it suffered damages in an amount greater than $90 million.
During the fourth quarter of fiscal 2013 we reached an agtreement with BioAxone to settle the filed claims and recorded a litigation loss of
$0.2 million.
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5) Accounting and Control Matters
Recent accounting pronouncements

In July 2013, the Financial Accounting Standards Board (FASB) issued ASU 2013-11, Income Taxes (Topic 740) Presentation of an Unrecognized
Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists (“ASU 2013-117). ASU 2013-11
updates accounting guidance related to the financial statement presentation of an unrecognized tax benefit when a net operating loss
carryforward, a similar tax loss, or a tax credit carryforward exists. This guidance resolves the diversity in practice in the presentation of
unrecognized tax benefits in those instances. This guidance is effective prospectively for annual periods beginning after December 15,
2013 and interim periods within those annual periods. We plan to adopt ASU 2013-11 beginning November 1, 2014. We do not anticipate
that these changes will have a significant impact on our consolidated financial statements.

In March 2013, the Financial Accounting Standards Board (FASB) issued ASU 2013-05, Foreign Currency Matters (Topic 830) Parent’s
Accounting for the Cumnulative Translation Adjustment upon Derecognition of Certain . sbsidiaries or Groups of Assets within a Foreign Entity or of an
Investment in a Foreign Entity (“ASU 2013-05). ASU 2013-05 updates accounting guidance related to the application of consolidation
guidance and foreign currency matters. This guidance resolves the diversity in practice about what guidance applies to the release of the
cumulative translation adjustment into net income. This guidance is effective prospectively for annual periods beginning after December
15, 2013 and interim periods within those annual periods. We plan to adopt ASU 2013-05 beginning November 1, 2014. We do not
anticipate that these changes will have a significant impact on our consolidated financial statements.

In January 2013, the FASB issued ASU No. 2013-01, “Baance Sheet (Topic 210): Clarifying the Scope of Disclosures about Offsetting Assets and
Liabilities” which clarifies the scope of ASU No. 2011-11 including bifurcated embedded derivatives, repurchase agreements and reverse
repurchase agreements, and securities borrowing and securities lending transactions that are either offset in accordance with Section 2010-
20-45 or Section 815-10-45 or subject to an enforceable master netting arrangement or similar agreement. ASU 2013-01 is effective for
annual reporting periods beginning on or after January 1, 2013 and interim periods within those annual periods and we plan to adopt ASU
2013-01 on November 1, 2013. ASU 2013-01 is not expected to have a significant impact on our consolidated financial statements.

In December 2011, the FASB issued ASU No. 2011-11, “Batance Sheet (Topic 2010): Disclosures about Offsetting Assets and Liabilities” which
enhances current disclosures about financial instruments and derivative instruments that are either offset on the statement of financial
position ot subject to an enforceable master netting arrangement or similar agreement, irrespective of whether they are offset on the
statement of financial position. Entities are required to provide both net and gross information for these assets and liabilities in order to
facilitate comparability between financial statements prepared on the basis of U.S. GAAP and financial statements prepared on the basis of
International Financial Reporting Standards (IFRS). ASU 2011-11 is effective for annual reporting periods beginning on or after January 1,
2013 and interim periods within those annual periods and we plan to adopt ASU 2011-11 on November 1, 2013. ASU 2011-11 is not
expected to have a significant impact on out consolidated financial statements.

Critical accounting policies and estimates

Our discussion and analysis of our financial condition and results of operations is based on the consolidated financial statements, which
have been ptepared in U.S. dollars, in accordance with U.S. GAAP applied on a consistent basis.

Use of estimates

The preparation of the consolidated financial statements requires management to make estimates and assumptions. These estimates and
assumptions affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenue and expenses during the reporting period. Our estimates are based
on the facts and circumstances available at the time estimates are made, historical experience, risk of loss, general economic conditions and
trends, and our assessments of the probable future outcomes of these matters. Actual results could differ from those estimates. Estimates
and assumptions are reviewed periodically, and the effects of changes, if any, are reflected in the consolidated statements of operations in
the period in which they are determined.

Inventories

Inventories of raw materials and supplies are recorded at the lower of cost or market value, determined on a first-in, first-out (FIFO) basis.
Finished goods and work-in-process include the cost of material, labor and manufacturing overhead and are recorded on a FIFO basis at
the lower of cost or market. We reduce the carrying value of inventories for those items that are potentially excess, obsolete or slow-
moving based on changes in customer demand, technology developments or other economic factors.

Property, plant and equipment
Property, plant and equipment, including assets under capital leases, are carried in the accounts at cost less accumulated depreciation.
Gains and losses arising on the disposal of individual assets are recognized in income in the period of disposal.

Notdion Inc. Fiscal 2013 Annual Report
34



MANAGEMENT’S DISCUSSION AND ANALYSIS

The costs associated with modifications to facilities owned by others to permit isotope production are deferred and recorded as facility
modifications and amortized over the expected contractual production.

Costs, including financing charges and certain design, construction and installation costs, related to assets that are under construction and
are in the process of being readied for their intended use are recorded as construction in-progress and are not subject to depreciation.

Depreciation, which is recorded from the date on which each asset is placed into service, is generally provided for on a straight-line basis
over the estimated useful lives of the property, plant and equipment as follows:

Buildings 25 — 40 years
Equipment 3 — 20 years
Facility modifications 2 — 15 years
Furniture and fixtures 3 — 10 years
Computer systems 3 — 7 years
Leaseholds improvements Term of the lease plus renewal periods, when renewal is reasonably assured

Impairment of long-lived assets

We evaluate the carrying value of long-lived assets, including property, plant and equipment, for potential impairment when events and
circumstances warrant a review. Factors that we consider important that could trigger an impairment review include, but are not limited to,
significant underperformance relative to historical or projected future operating results, significant changes in the manner of use of the
acquired assets or the strategy for the overall business, significant negative industry or economic trends, a significant adverse legal or
tegulatory development, a significant decline in our stock price for a sustained period, and our market capitalization relative to its net book
value. In assessing long-lived assets for impairment, assets are grouped with other assets and liabilities at the lowest level for which
identifiable cash flows are largely independent of the cash flows of other assets and liabilities.

The carrying value of a long-lived asset is considered impaired when the anticipated net recoverable amount of the asset is less than its
carrying value. In that event, a loss is recognized in an amount equal to the difference between the carrying value and fair value less costs
of disposal by a charge to income. The anticipated net recoverable amount for a long-lived asset is an amount equal to the anticipated
undiscounted cash flows net of directly attributable general and administration costs, carrying costs, and income taxes, plus the expected
residual value, if any.

When required, the fair values of long-lived assets are estimated using accepted valuation methodologies, such as discounted future net
cash flows, earnings multiples, or prices for similar assets, whichever is most appropriate under the circumstances.

Asset retirement obligations

We record asset retirement obligation costs associated with the retirement of tangible long-lived assets. We review legal obligations
associated with the retirement of these long-lived assets. If it is determined that a legal obligation exists and it is probable that this liability
will ultimately be realized, the fair value of the liability for an asset retirement obligation is recognized in the period in which it is incurred if
a reasonable estimate of fair value can be made. The fair value of the liability is added to the carrying amount of the associated asset and
this additional carrying amount is depreciated over the expected life of the asset. The present value of the asset retirement obligation is
accreted with the passage of time to its expected settlement fair value.

Long-term investments

We account for long-term investments where the Company has the ability to exercise significant influence using the equity method of
accounting. In situations where we do not exercise significant influence over a long-term investee that is not publicly listed, the investments
are recorded at cost. Investments in public companies are carried at fair value. We petiodically review these investments for impairment. In
the event the carrying value of an investment exceeds its fair value and the decline in fair value is determined to be other than temporary,
we write down the value of the investment to its fair value.

Revenue recognition

We recognize revenue when risks and rewards of ownership have passed to our customers, evidence of an arrangement exists, price is
contractually fixed or determinable, collectability is reasonably assured through historical collection results and regular credit evaluations,
and there are no uncertainties regarding customer acceptance. We do not have significant post-shipment obligations on our products sold,
other than warranty obligations for certain of our products in a normal and ordinary course of business. In the event significant post-
shipment obligations were to exist, it is our accounting policy to defer our revenue recognition until substantially all obligations were
objectively satisfied.

We recognize revenue and related costs for arrangements with multiple deliverables as each element is delivered or completed based upon
fair value as determined by vendor-specific objective evidence of selling price or third-party evidence of selling price. If neither vendor-
specific objective evidence nor third-party evidence of a selling price is available for any undelivered element, revenue for all elements is
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calculated based on an estimated selling price method. When a portion of the customet’s payment is not due until acceptance, we defer
that portion of the revenue until acceptance has been obtained. Our arrangements with multiple deliverables refers to cobalt sterilization
equipment (i.e. production irradiators) that are designed, constructed, tested and then shipped to the customer’s specified location for
installation and final testing. The core technology, design and functionality of a production irradiator are standard in the industry.

We consider that a production irradiator unit shipped has standalone value to its customer and its installation does not require highly
specialized knowledge or services. When a production irradiator unit is shipped to a customer, we record revenue for the unit sold as our
obligation has been substantially completed. Prior to recording revenue on such transactions, we determine that the criteria for customet
acceptance are objectively verifiable, resulting in no uncertainty that they will be met. Revenue for installation or training is deferred until
the service is completed.

Revenue for extended service contracts is recognized ratably over the contract period. Provisions for discounts, warranties, rebates to
customers, returns and other adjustments are provided for in the period the related sales are recorded. We include freight charges billed
to customers as part of our revenue and freight costs are included in direct cost of revenues.

Stock-based compensation

The fair value of stock options is recognized as compensation expense on a straight-line basis over the applicable stock option vesting
petiod. The expense is included in selling, general, and administration expenses in the consolidated statements of operations and as
additional paid-in capital grouped within shareholdets’ equity on the consolidated statements of financial position. The consideration
received on the exercise of stock options is credited to share capital at the time of exercise along with the associated amount of additional
paid-in capital.

Certain of our incentive compensation plans base the determination of compensation to be paid in the future on the price of our publicly
traded shares at the time of payment or time of the grant date. Expenses related to these plans are recorded as a liability and charged to
income over the period in which the amounts are carned, based on an estimate of the current fair value of amounts that will be paid in
the future.

Earnings per share
Basic carnings per share is calculated by dividing net income by the weighted average number of common shares outstanding during

the year.

Diluted earnings per share is calculated using the treasury stock method, by dividing net income available to common shareholders by the
sum of the weighted average number of common shares outstanding and all additional common shares that would have been outstanding
shates arising from the exercise of potentially dilute stock options during the year.

Pension, post-retirement and other post-employment benefit plans

We offer a number of benefit plans that provide pension and other post-retitement benefits. The current service cost of benefit plans is
charged to income. Cost is computed on an actuarial basis using the projected benefits method and based on management’s best estimates
of investment yields, salary escalation, and other factors.

We recognize the funded status of our defined benefit plans on out consolidated statements of financial position; recognize gains, losses,
and prior service costs or credits that arise during the period that are not recognized as components of net periodic benefit (income) cost
as a component of accumulated other comprehensive income, net of tax; measure our defined benefit plan assets and obligations as

of the date of our fiscal year-end consolidated statements of financial position; and disclose additional information in the notes to the
consolidated financial statements about certain effects on net periodic benefit (income) cost for the next fiscal year that arise from delayed
recognition of the gains or losses, prior service costs or credits, and transition assets or obligations.

The expected costs of post-employment benefits, other than pensions, for active employees ate accrued in the years in which employees
provide service to the Company. Adjustments resulting from plan amendments, expetience gains and losses, or changes in assumptions are
amortized over the remaining average service term of active employees. Other post-employment benefits are recognized when the event
triggering the obligation occurs.

Income taxes

Deferred tax assets and liabilities are recognized for future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax basis. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be realized or
setled. We provide a valuation allowance against our deferred tax assets when we believe that it is more likely than not that the asset, or
a portion of the asset, will not be realized.

We determine whether it is more likely than not that a tax position will be sustained upon examination. The tax benefit of any tax position
that meets the more-likely-than-not recognition threshold is calculated as the largest amount that is more than 50% likely of being realized
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upon resolution of the contingency. To the extent a full benefit is not expected to be realized on the uncertain tax position an income tax
liability is established. Interest expense and penalties on income tax obligations are included in income tax expense.

The calculation of our tax liabilities involve dealing with uncertainties in the application of complex tax regulations in a multitude of
jurisdictions that we have operated in globally. Due to the complexity of some of these uncertainties, the ultimate resolution may result in a
payment that is materially different from current estimates of the income tax liabilities. If our estimate of income tax liabilities proves to be
less than the ultimate assessment, an additional charge to income tax expense would result. If payment of these amounts ultimately proves
to be less than the recorded amounts, the reversal of the income tax liabilities may result in income tax benefits being recognized in the
period when it is determined that the estimated income tax liability is no longer required. All of these potential income tax liabilities are
included in income taxes payable or netted against income taxes recoverable on the consolidated statements of financial position.

Investment tax credits related to the acquisition of assets are deferred and amortized to income on the same basis as the related assets,
while those related to current expenses are included in the determination of income for the yeat as a reduction of current tax expense.

Derivative financial instruments

In the normal course of business, we use derivative financial instruments to manage foreign currency exchange rate risks. Derivative
transactions are governed by a uniform set of policies and procedures covering areas such as authorization, counterparty exposure and
hedging practices. Positions are monitored based on changes in foreign currency exchange rates and their impact on the market value
of derivatives. Credit risk on derivatives arises from the potential for counterparties to default on their contractual obligations to the
Company. We limit our credit risk by dealing with counterparties that are considered to be of high credit quality. We do not enter into
derivative transactions for trading or speculative purposes. We record derivatives at fair value either as other current assets or accrued
liabilities on the consolidated statements of financial position. We determine the fair value of the derivative financial instruments using
relevant market inputs when no quoted market prices exist for the instruments. The fair value of the derivative financial instruments

is determined by comparing the rates when the derivatives are acquired to the market rates at period-end. The key inputs include interest
rate yield curves, foreign exchange spot and forward rates. We classify cash flows from its derivative programs as cash flows from
operating activities in the consolidated statements of cash flows.

The accounting for changes in the fair value of a derivative depends on the intended use of the derivative and the resulting designation.

In order for a derivative to qualify for hedge accounting, the derivative must be formally designated as a fair value, cash flow or net
investment hedge by documenting the relationship between the derivative and the hedged item. The documentation includes a description
of the hedging instrument, the hedged item, the risk being hedged, our risk management objective and strategy for undertaking the hedge,
the method for assessing the effectiveness of the hedge and the method for measuring hedge ineffectiveness. Additionally, the hedge
relationship must be expected to be highly effective at offsetting changes in either the fair value or cash flows of the hedged item at both
inception of the hedge and on an ongoing basis. We assess the ongoing effectiveness of its hedges on a quartetly basis.

Cash flow hedges

Our hedging activities include a hedging program to hedge the economic exposure from anticipated U.S. dollar denominated sales.

We hedge a portion of these forecasted foreign denominated sales with forward exchange contracts. These transactions are designated as
cash flow hedges and are accounted under the hedge accounting. We hedge anticipated U.S. dollar denominated sales that are expected to
occur over its planning cycle, typically no more than 12 months into the future. The effective portion of the hedge gain or loss is initially
reported as a component of accumulated other comprehensive income and subsequently reclassified into revenues when the hedged
exposure affects earnings. Any ineffective portion of related gains or losses is recorded in the consolidated statements of operations
immediately.

Other derivatives

Dertvatives not designated as hedges are recorded at fair value on the consolidated statements of financial position, with any changes in
the mark to market being recorded in the consolidated statements of operations. Interest rate swap contracts may be used as part of our
program to manage the fixed and floating interest rate mix of our total debt portfolio and the overall cost of borrowing. We use short-term
foreign currency forward exchange contracts to hedge the revaluations of the foreign currency balances. We have also identified embedded
derivatives in certain supply contracts.

Commitments and Contingencies

Certain conditions may exist as of the date of the financial statements which may result in a loss to the Company, but will only be resolved
when one or more future events occur or fail to occur. Such liabilities for loss contingencies arising from claims, assessments, litigation,
fines, penalties, and other sources, are recorded when we assess that it is probable that a liability has been incutrred and the amount can be
reasonably estimated. Recoveries of costs from third parties, which we assess as being probable of realization, are recorded to the extent of
related contingent liabilities accrued. Legal costs incurred in connection with matters relating to contingencies are expensed in the petiod
incurred. We record gain contingencies only when realized.
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Uncertainties and estimates

In addition to “Critical accounting policies and estimates” described above, this section further discusses inherent uncertainties in our net
income resulting from foreign exchange rate fluctuations as well as certain balance sheet items that involved critical estimates and
judgments.

Fluctuation in net income from changes in foreign exchange rates

As a Canadian company that operates globally and holds a large percentage of its cash and has a large number of transactions in U.S.
dollars, our net income may have significant fluctuations as result of foreign exchange movements primarily between the Canadian and
U.S. dollar. The majority of our operations are located in Canada, however, the vast majority of our sales (95% in 2013) are to customers
outside of Canada. We also have a number of supply agreements with companies outside of Canada. These supply agreements include the
supply of Co-60 to 2024 from Isotope in Russia, which is denominated in U.S. dollars. In addition to being a common cutrency for
international transactions, the majority of our sales are in U.S. dollars. Thetefote, we believe that contracting in U.S. dollars for certain
international contracts, including the agreement with Isotope, is preferred with respect to the economic impact on the cash flow of the
Company as it better matches the curtency of the cash outflows of the Company to out cash inflows (revenues) in U.S. dollars.

Despite using a U.S. dollar reporting currency, these U.S. dollar contracts may create significant fluctuations in our net income. Under U.S.
accounting guidelines, an embedded derivative may be created when companies enter into transactions that are not denominated in the
currencies of the parties to the transaction. For accounting purposes, the functional currency of our Canadian operations is the Canadian
dollar and all our future purchase and sale commitments with non-U.S. based enterptises that are denominated in U.S. dollars usually result
in an embedded derivative being present. These embedded derivatives ate revalued at the end of each reporting period based on the change
in foreign exchange rates, in our case, primarily the Canadian to U.S. dollar exchange rate. The most significant embedded derivatives in
our business relate to the long-term supply agreement with our Russian supplier Isotope. The remaining purchase commitments associated
with this agreement, over 11 years for Co-60 purchases, are revalued at the end of each quarterly period. Although the calculation is
complex and involves a number of vatiables including current and forward Canadian to U.S. dollar exchange rates and discount rates,

an indicative impact of a one cent movement in the Canadian to U.S. dollar exchange rate may result in a gain ot loss of approximately
$0.5 million for accounting purposes. As a result, embedded derivative gains and losses are expected to be significant in our operating

and net income in the future.

Tn addition, at the end of each quarter, we revalue all monetary assets and liabilities that are expected to be realized in cash thatare in a
currency other than the functional currency of the entity within Nordion in which they are recorded. This revaluaton creates a foreign
exchange gain or loss that is reflected in Other (income) expenses, net, which is included in operating income and net income. We generally
hold the majority of our cash in our Canadian functional currency entity in U.S. dollars, which is revalued at the end of each quarter.

The gain or loss from embedded derivatives and/or the revaluation of monetary assets and liabilities reflects the movement of foreign
exchange rates within the petiod and, therefore, a gain or loss in one quarter will not imply that there will be a similar gain or loss in a
subsequent quarter unless there is a similar movement of foreign exchange rates within the quarter.

Curtently our Canadian dollar costs are higher than our Canadian dollar revenue and therefore our opetating income and net income are
negatively impacted by the strengthening of the Canadian dollar relative to the U.S. dollar, and vice versa. While we may be able to increase
our revenue in Canadian dollars, or hedge all or a portion of the Canadian to U.S. dollar difference between our costs and revenues for a
period of time, changes in foreign exchange rates may still have an impact on our operating income and net income.

Critical estimates in deferred tax assets and certain long-term assets

As of October 31, 2013, we reported $63.5 million of deferred tax assets, all of which relate to our Canadian operations and could be used
to reduce future cash taxes in Canada. We made critical estimates and judgments, primarily related to our forecast of future income, that
the Company will significantly benefit from existing tax losses, R&D tax credits, and other carrvovers that can be applied to reduce cash
taxes.

We are subject to taxation in our principal jurisdiction of Canada and in several other countries around the world. With few exceptions, we
are no longer subject to examination by Canadian tax authorities for taxes filed for years up to and including 2008.

As of October 31, 2013, we also reported at fait value of approximately $13 million and $7.7 million of investment and long-term note
receivable in Celerion Inc. (Celerion), respectively, received as part of the sale proceeds of Early Stage. We made critical estimates and
judgments in determining the fair value of these assets, the going concern assumption for Celetion, and associated credit risk.

While we believe these estimates and key judgments ate reasonable, different assumptions regarding such factors as industry outlook,
customer demand, competitor actions, and other unforeseen events may cause future results to differ from our current estimates.
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Management’s annual report on disclosure controls and procedures and internal control over financial reporting

An effective system of disclosure controls and procedures and internal control over financial reporting is highly dependent upon adequate
policies and procedures, human resources and information technology. All control systems, no matter how well designed, have inherent
limitations, including the possibility of human error and the circumvention or overriding of the controls or procedures. As a result, there is
no certainty that our disclosure controls and procedures or internal control over financial reporting will prevent all errors or all fraud. In
addition, changes in business conditions or changes in the nature of the Company’s operations may render existing controls inadequate or
affect the degree of compliance with policies and procedures. Accordingly, even disclosure controls and procedures and internal control
over financial reporting determined to be effective can only provide reasonable assurance of achieving their control objectives.

Disclosure controls and procedures

Disclosute controls and procedures are designed to provide reasonable assurance that all relevant information is gathered and reported to
senior management, including the Chief Executive Officer (CEO) and the Chief Financial Officer (CFO), on a timely basis so that
appropriate decisions can be made regarding public disclosure. We, including the CEO and CFO, have evaluated the effectiveness of our
disclosure controls and procedures as defined in the rules of the U.S. Securities and Exchange Commission and the Canadian Securities
Administrators. Based on that evaluation, we, including the CEO and CFO, have concluded that, as a result of the material weakness
desctibed below in our report on internal control over financial reporting, disclosure controls and procedures were not effective as of

October 31, 2013.

Internal control over financial reporting

Management of Nordion, under the supervision of the CEO and CFO, is responsible for the design and operation of internal control over
financial reporting and evaluates the effectiveness of these controls on an annual basis using the original framework and criteria established
in Internal Control — Integrated Framework, issued by the Committee of Sponsoring Organizations of the Treadway Commission.

Our assessment included extensive documenting, evaluating, and testing of the design and operating effectiveness of our internal controls
over financial reporting. Based on the assessment performed as at October 31, 2013 and because of the material weakness described
below, management concluded that internal control over financial reporting was not effective as of October 31, 2013. A material weakness
is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a
matetial misstatement of our annual or interim consolidated financial statements will not be prevented or detected on a timely basis.

As of October 31, 2013, the Company did not maintain effective internal control over financial reporting in the accounting for income
taxes principally related to histotical transactions. Specifically, management has not yet completed 2 process of reviewing and evaluating the
accounting and reporting of its income tax accounts based on the complex transactions principally arising from prior years, particulatly
consideting the reduced size and scope of the Company which has resulted in a significantly reduced level of materiality. While this material
weakness is not pervasive in scope, it resulted in non-material errors to the financial statements that were identified and corrected prior to
release and, accordingly, there is a reasonable possibility that a material misstatement of our annual or interim consolidated financial
statements will not be prevented or detected on a timely basis.

Remediation of the material weakness from the prior year and related material changes in internal control over
financial reporting

As at the end of fiscal 2010, Management had concluded that the technical complexity and volume of work associated with the strategic
repositioning plan placed substantial demands on the Company’s tax resources, which in turn diminished the operating effectiveness of our
internal controls for both routine and non-routine income tax accounting and teporting. We concluded at that time that a material
weakness existed in our internal controls over the financial reporting of the accounting for income taxes principally related to historical
transactions. A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that
there is a reasonable possibility that a material misstatement of our annual or interim consolidated financial statements will not be
prevented or detected on a timely basis.

In particular, several large divestitures of Nordion Inc. businesses occurred in fiscal petiods that had yet to undergo audits by taxation
authorities. Certain of these divestitures were larger than the remaining current Nordion business. Management had not completed the
process of evaluating the accounting and reporting of its income tax accounts based on these complex and large transactions principally
arising from prior years, particularly considering the reduced size and scope of the Company which had resulted in a significantly reduced
level of materiality.

Management determined that the most effective balancing of costs, control, and shareholder interests was to work with the taxation
authorities to expedite the audits, resolve issues, and close out the fiscal years audit exposure. This initiative has been ongoing for several
years.
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During fiscal 2013, we continued to enhance our accounting and reporting for our income tax accounts related to the complex transactions
of prior years and to work with taxation authorities to expedite their audits and to resolve audit issues on a timely basis.

Also during 2013, Management implemented a number of measures designed to remediate these identified control deficiencies including:

e augmenting technical accounting and tax resources with external support from professional accounting firms other than our
independent registered public accounting firm;

e  working with various taxation authorities to expedite their audits of our open tax years; and

e further strengthening of the design of internal controls over complex and non-routine transactions.

The measures noted above, along with the effective settlement of certain of our higher tisk legacy tax audit years with complex and large
transactions, have allowed us to make substantial progtess on this matter. However, as at October 31, 2013, we do not consider the
reported matetial weakness related to income taxes to have been remediated. We intend to continue our efforts to strengthen and enhance
our disclosure controls and procedures and intetnal control over this identified area of deficiency until the material weakness is fully

remediated.

Caution regarding forward-looking statements

From time to time, we make written or oral forward-looking statements within the meaning of certain securities laws, including under
applicable Canadian securities laws and the “safe harbour” provisions of the United States Private Securities Litigation Reform Act of
1995. This document contains forward-looking statements, including but not limited to, statements relating to our expectations with
respect to: our business strategy, the competitive landscape and our position within it; our strategic review; expectations for fiscal 2014
revenue, gross margin, segment earnings and expenses; Co-60 sales in fiscal 2014; the discontinuation of the manufacture of Bexxar; factors
influencing our commercial success; the demand for and supply of our products and competing products; the supply of the inputs for our
products; potential outcomes of current legal proceedings and our internal investigation; our pension funding; the potential for additional
legal and regulatory proceedings; our research and development initiatives; our estimates of future site remediation costs; our intentions
with respect to our liquidity levels and access to capital; and more generally statements with respect to our beliefs, plans, objectives,
expectations, anticipations, estimates and intentions. The words “may”, “will”, “could”, “should”, “would”, “outlook”, “believe”, “plan”,
“anticipate”, “estimate”, “project”, “expect”, “intend”, “indicate”, “forecast”’, “objective”, “optimistic”, “assume”, “endeavour”, and
similar words and expressions are intended to identify forward-looking statements.

Forward-looking statements are necessarily based on estimates and assumptions made by us in light of our expetience and our perception
of historical trends, current conditions and expected future developments, as well as other factors that we believe are appropriate in the
circumstances, but which are inherently subject to significant business, political, economic and competitive uncertainties and contingencies.
Known and unknown factors could cause actual results to differ materially from those projected in the forward-looking statements. Factots
that could cause actual results or events to differ materially from current expectations include, but are not limited to, the following factors,
which are discussed in greater detail in the “Risk Factors” described in section 5 of our AIF; and our success in anticipating and managing
those risks: business interruptions; sources of supply; ongoing internal investigation; risks related to any strategic transaction; shareholder
activism; customer concentration; external forces and changes in industry trends; handling and storage of hazardous and radioactive
materials at the Company’s primary operating locations; anti-corruption and fraud and abuse risk; complex and costly regulation applicable
to the Company; risks relating to the Company’s defined benefit pension plans; risks arising from doing business in vatrious countties
around the world; tisks related to the divestture of the Tatrgeted Therapies business unit; significant competition facing the Company;
long-term supply commitments of Co-60; competition laws; tax reassessment risk; effectiveness of internal controls; significant fluctuation
in the Company’s business, financial condition, and results of operations; risks related to insurance coverage; current and future claims,
litigation and regulatory proceedings; uncertain disposal and decommissioning costs; dependence on information technology (I'T) systems
and communication systems; results adversely affected by foreign currency exchange rates; labour relations; risks related to the Company’s
credit facility agreement; compliance with laws and regulations affecting public companies; dependence upon the services of key personnel;
reduced demand for the Company's products and services and increased expenses due to regulations or changes in regulations; economic
conditions; intellectual property protection; and volatility of share price and dividend policy.
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The foregoing list of factors that may affect future results is not exhaustive. By their very nature, forward-looking statements involve
inherent risks and uncertainties, both general and specific, which give rise to the possibility that predictions, forecasts, projections and
other forward-looking statements will not be achieved. When relying on our forward-looking statements to make decisions with respect to
the Company, investots and others should carefully consider the foregoing factors and other uncertainties and potential events. We caution
readers not to place undue reliance on our forward-looking statements, as a number of factors, including but not limited to the risk factors
listed above and further described in section 5 of our AIF, could cause our actual results, performance or achievements to differ materially
from the beliefs, plans, objectives, expectations, anticipations, estimates and intentions expressed in such forward-looking statements.

We do not assume any obligation to update or revise any forward-looking statements, whether written or oral, that may be made from time
to time by us or on our behalf, except as required by applicable law.
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Report of Independent Registered Accounting Firm on Internal Control
To the Shareholders and Board of Directors of Nordion Inc.

We have audited Nordion Inc.’s internal control over financial reporting as of October 31, 2013, based on criteria established in Infernal
Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria).
Nordion Inc.’s management is responsible for maintaining effective internal control over financial reporting, and for its assessment of the
effectiveness of internal control over financial reporting included in the accompanying Management’s annual report on internal control
over financial reporting. Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over
financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk, and performing such othet procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and ptocedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit pteparation of financial statements in
accordance with generally accepted accounting ptinciples, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material
effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may detetiorate.

A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is a
reasonable possibility that a material misstatement of the company’s annual or interim financial statements will not be prevented or
detected on a timely basis. The following material weakness has been identified and included in management’s assessment. Nordion Inc.
did not maintain effective internal control over financial reporting in the accounting for income taxes principally related to historical
transactions and tax positions. Specifically, management did not complete a process of evaluating the accounting and reporting of its
income tax accounts, based on the complex transactions principally arising from prior yeats.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated statements of financial position of Nordion Inc. as of October 31, 2013 and 2012 and the related consolidated statements of
operations, shareholders’ equity, comprehensive loss (income) and cash flows for each of the three years in the petiod ended October 31,
2013. This material weakness was considered in determining the nature, timing and extent of audit tests applied in our audit of the 2013
financial statements and this report does not affect our report dated January 8, 2014, which expressed an unqualified opinion on those
financial statements.

In our opinion, because of the effect of the material weakness described above on the achievement of the objectives of the control
criteria, Notdion Inc. has not maintained effective internal control over financial reporting as of October 31, 2013, based on the COSO
criteria.

/s/Ernst & Young LLP
Chartered Accountants
Licensed Public Accountants

Ottawa, Canada
January 8, 2014
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Independent auditors’ report of registered public accounting firm

To the Shareholders of Nordion Inc.

We have audited the accompanying consolidated financial statements of Nordion Inc., which comprise the consolidated statements of
financial position as at October 31, 2013 and 2012, and the consolidated statements of operations, shareholders' equity, comprehensive
income (loss) and cash flows for each of the yeats in the three-year period ended October 31, 2013, and a summary of significant
accounting policies and other explanatory information.

Management's responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with
United States generally accepted accounting principles, and for such internal control as management determines is necessary to enable
the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits in
accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we comply with ethical requirements, and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves petforming procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditors consider internal
control relevant to the entity's preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the consolidated financial statements, evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements. We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Nordion Inc. as at
October 31, 2013 and 2012, and the results of its operations and its cash flows for each of the years in the three-year period ended
October 31, 2013 in accordance with United States generally accepted accounting principles.

Other matter

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Nordion
Inc.'s internal control over financial reporting as of October 31, 2013, based on the ctiteria established in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated January 8, 2014
expressed an opinion that Notrdion Inc. has not maintained effective internal control over financial reporting as of October 31, 2013.

/s/Etnst & Young LLP
Chartered Accountants
Licensed Public Accountants

Ottawa, Canada
January 8, 2014
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As at October 31
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Chairman, Board of Directors Chair, Finance and Audit
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CONSOLIDATED STATEMENTS OF OPERATIONS
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY

Accumulated

Common Shares Additional Other
Accumulated Comprehensive
Income Total

Amaourit its Deficit

i e

, f§2i‘}"' 'ﬂ

194765

Balance as of October - 4, (205474 23,

Net income - - - 237,150 - 237,150
Other comprehensive income - - - - 26,238 26,238
Stock-based compensation - - 1,421 - - 1,421
Other - - - 2 - 2
Balance as of October 31, 2013 61,909 & 252,168 $ 86,147 5 (28,322) $ 149,583 459,576

[he acvampinying sofes jorm dan 178 ¢ uf these consolidated financiol slotements.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Years ended October 31

125

(619)
36,762

263,388

dtedl finanzial stafements.

Nordion Inc. Fiscal 2013 Annual Report
46



CONSOLIDATED STATEMENTS OF CASH FLOWS
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
[All amounts in thousands of U.S. dollars, except where noted]

1. Nature of Operations

Notdion Inc. (Notdion or the Company) is a global health science company that provides market-leading products and services used for
the prevention, diagnosis and treatment of disease. The Company’s operations are organized into two business segments: Sterilization
Technologies and Medical Isotopes as well as certain corporate functions and activities reported as Corporate and Other.

2. Summary of Significant Accounting Policies

Basis of presentation
The consolidated financial statements have been prepared in United States (U.S.) dollars, the Company’s reporting currency, and in
accordance with U.S. generally accepted accounting principles (GAAP) applied on a consistent basis.

Principles of consolidation

The consolidated financial statements of the Company reflect the assets and liabilities and results of operations of all subsidiaries and
entities of which the Company is the primary beneficiary. All significant intercompany accounts and transactions have been eliminated. The
results of operations disposed of are included in the consolidated financial statements up to the date of disposal.

The equity method of accounting is used for investments in entities for which the Company does not have the ability to exercise control,
but has significant influence.

Use of estimates

The preparation of the consolidated financial statements requires management to make estimates and assumptions. These estimates and
assumptions affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenue and expenses during the reporting period. The Company’s
estimates are based on the facts and circumstances available at the time estimates are made, historical expetience, risk of loss, general
economic conditions and trends, and the Company’s assessments of the probable future outcomes of these matters. Actual results could
differ from those estimates. Estimates and assumptions are reviewed periodically, and the effects of changes, if any, are reflected in the
consolidated statements of operations in the petiod in which they are determined.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, balances with banks, demand deposits, and investments with maturities of three months
or less at the time the investment is made. The fait value of cash and cash equivalents approximates the carrying amounts shown in the
consolidated statements of financial position.

Restricted cash
Restricted cash includes cash held for outstanding letters of credit and/or collateral issued against future letters of credit as well as funds
related to insurance liabilities which are not readily available to be used in the Company’s operations.

Allowance for doubtful accounts

The Company maintains an allowance for doubtful accounts based on a variety of factors, including the length of time the receivables are
past due, macroeconomic conditions, significant one-time events, historical experience and the financial condition of customets. The
Company records a specific reserve for individual accounts when it becomes aware of a customer’s inability to meet its financial
obligations, such as in the case of bankruptcy filings or deterioration in the customer’s operating results or financial position. If
circumstances related to a customer change, the Company would further adjust estimates of the recoverability of receivables.

Inventories

Inventories of raw materials and supplies are recorded at the lower of cost or market value, determined on a first-in, first-out (FIFO) basis.
Finished goods and work-in-process include the cost of material, labor and manufacturing overhead and are recorded on a FIFO basis at
the lower of cost or market. The Company reduces the carrying value of inventories for those items that are potentially excess, obsolete or
slow-moving based on changes in customer demand, technology developments or other economic factors.

Property, plant and equipment
Property, plant and equipment, including assets under capital leases, are carried in the accounts at cost less accumulated depreciation.
Gains and losses arising on the disposal of individual assets are recognized in income in the period of disposal.

The costs associated with modifications to facilities owned by others to permit isotope production are deferred and recorded as facility

modifications and amortized over the expected contractual production. Costs, including financing charges and certain design, construction
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and installation costs, related to assets that are under construction and are in the process of being readied for their intended use are
recorded as construction in-progress and are not subject to depreciation.

Depreciation, which is recorded from the date on which each asset is placed into service, is generally provided for on a straight-line basis
over the estimated useful lives of the property, plant and equipment as follows:

Buildings 25 — 40 years

Equipment 3 — 20 years

Facility modifications 2 15 years

Furniture and fixtures 3 —10 years

Computer systems 3 — 7 years

Leaseholds improvements Term of the lease plus renewal periods, when renewal is reasonably assured

Impairment of long-lived assets

The Company evaluates the carrying value of long-lived assets, including property, plant and equipment, for potential impairment when
events and circumstances warrant a review. Factors that the Company considers important that could trigger an impairment review include,
but are not limited to, significant underperformance relative to historical or projected future operating results, significant changes in the
manner of use of the acquired assets or the strategy for the Company’s overall business, significant negative industry or economic trends,

a significant adverse legal or regulatory development, a significant decline in the Company’s stock price for a sustained period, and the
Company’s matket capitalization relative to its net book value. In assessing long-lived assets for impairment, assets are grouped with

other assets and liabilities at the lowest level for which identifiable cash flows are largely independent of the cash flows of other assets

and liabilities.

The catrying value of a long-lived asset is considered impaired when the anticipated net tecoverable amount of the asset is less than its
carrying value. In that event, a loss is recognized in an amount equal to the difference between the carrying value and fair value less costs
of disposal by a charge to income. The anticipated net recoverable amount for a long-lived asset is an amount equal to the anticipated
undiscounted cash flows net of directly attributable general and administration costs, carrying costs, and income taxes, plus the expected
residual value, if any.

When required, the fair values of long-lived assets are estimated using accepted valuation methodologies, such as discounted future net
cash flows, earnings multiples, or prices for similar assets, whichever is most appropriate under the circumstances.

Asset retirement obligations

The Company records asset retitement obligation costs associated with the retirement of tangible long-lived assets. The Company reviews
legal obligations associated with the retirement of these long-lived assets. If it is determined that a legal obligation exists and it is probable
that this liability will ultimately be realized, the fair value of the liability for an asset retirement obligation is recognized in the petiod in
which it is incurred if a reasonable estimate of fair value can be made. The fair value of the liability is added to the carrying amount of the
associated asset and this additional carrying amount is depreciated over the expected life of the asset. The present value of the asset
retirement obligation is accreted with the passage of time to its expected settlement fair value.

Goodwill

Goodwill is not amortized but is tested for impairment, at least annually. The Company tests goodwill during the fourth quarter of each
year for impairment, or more frequently if certain indicators are present or changes in circumstances suggest that impairment may exist.
The Company first assesses qualitative factors to determine whether it is necessary to perform the two step quantitative goodwill
impairment test. If it is determined that it is more likely than not that the fair value of a reporting unit is less than its carrying value, the
Company utilizes the two-step quantitative approach. The first step requires a comparison of the cartying value of the reporting units to
the fair value of these units. The Company estimates the fair value of its reporting units through internal analyses and valuation, utilizing
an income approach based on the present value of future cash flows. If the carrying value of a reporting unit exceeds its fair value, the
Company will perform the second step of the goodwill impairment test to measure the amount of impairment loss, if any. The second
step of the goodwill impairment test compares the implied fair value of a reporting unit’s goodwill with its carrying value. The implied fair
value of goodwill is determined in the same manner that the amount of goodwill recognized in a business combination is determined. The
Company allocates the fair value of a reporting unit to all of the assets and liabilities of that unit, including intangible assets, as if the
reporting unit had been acquired in a business combination. Any excess of the value of a reporting unit over the amounts assigned to its
assets and liabilities is the implied fair value of goodwill.

Long-term investments
The Company accounts for long-term investments where it has the ability to exercise significant influence using the equity method of
accounting. In situations where the Company does not exercise significant influence over a long-term investee that is not publicly listed, the
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investments are recorded at cost. Investments in public companies are catried at fair value. The Company petiodically reviews these
investments for impairment. In the event the carrying value of an investment exceeds its fair value and the decline in fair value is
determined to be other than temporary, the Company writes down the value of the investment to its fair value.

Leases

Leases entered into by the Company in which substantially all of the benefits and risks of ownership are transferred to the Company are
recorded as obligations under capital leases, and under the corresponding category of property, plant and equipment. Obligations under
capital leases reflect the present value of future lease payments, discounted at an appropriate interest rate, and are teduced by rental
payments net of imputed interest. Property, plant, and equipment under capital leases are depreciated, to the extent that these assets ate in
continuing operations, based on the useful life of the asset. All other leases in continuing operations are classified as operating leases and
leasing costs, including any rent holidays, leasehold incentives, and rent concessions, are amortized on a straight-line basis over the lease
term.

Revenue recognition

The Company recognizes revenue when risks and rewards of ownership have passed to its customers, evidence of an arrangement exists,
price is contractually fixed or determinable, collectability is reasonably assured through historical collection results and regular credit
evaluations, and there are no uncertainties regarding customer acceptance. The Company does not have significant post-shipment
obligations on its products sold, other than warranty obligations for certain of its products in a normal and ordinary course of business. In
the event significant post-shipment obligations were to exist, it is the Company’s accounting policy to defer its revenue recognition until
substantially all obligations were objectively satisfied.

The Company recognizes revenue and related costs for arrangements with multiple deliverables as each element is delivered or completed
based upon fair value as determined by vendor-specific objective evidence of selling ptice ot third-party evidence of selling price. If neither
vendor-specific objective evidence nor third-party evidence of a selling price is available for any undelivered element, revenue for all
elements is calculated based on an estimated selling price method. When a portion of the customer’s payment is not due until acceptance,
the Company defers that portion of the revenue until acceptance has been obtained. The Company’s arrangements with multiple
deliverables refers to cobalt sterilization equipment (i.e. production irradiators) that are designed, constructed, tested and then shipped to
the customer’s specified location for installation and final testing. The core technology, design and functionality of a production irradiator
are standard in the industry. The Company considers that a production irradiator unit shipped has standalone value to its customer and its
installation does not require highly specialized knowledge ot services. When a production irradiator unit is shipped to a customer, the
Company records revenue for the unit sold as the Company’s obligation has been substantially completed. Prior to recording revenue on
such transactions, the Company determines that the criteria for customer acceptance ate objectively verifiable, resulting in no uncertainty
that they will be met. Revenue for installation or training is deferred until the service is completed.

Revenue for extended service contracts is recognized ratably over the contract petiod. Provisions for discounts, warranties, tebates to
customers, returns and other adjustments are provided for in the period the related sales are recorded. The Company includes freight
charges billed to customers as part of its revenue and freight costs are included in direct cost of revenues.

Warranty costs
A provision for warranties is recognized when the underlying products or services are recorded as revenues. The provision is based on
estimated future costs using historical labor and material costs to estimate costs that will be incurred in the warranty petiod.

Stock-based compensation

The fair value of stock options is recognized as compensation expense on a straight-line basis over the applicable stock option vesting
period. The expense is included in selling, genetal, and administration expenses in the consolidated statements of operations and as
additional paid-in capital grouped within shareholders’ equity on the consolidated statements of financial position. The consideration
received on the exercise of stock options is credited to share capital at the time of exercise along with the associated amount of additional
paid-in capital.

Certain incentive compensation plans of the Company base the determination of compensation to be paid in the future on the price of the
Company’s publicly traded shares at the time of payment or time of the grant date. Expenses related to these plans are recorded as a
liability and charged to income over the petiod in which the amounts are earned, based on an estimate of the current fair value of amounts
that will be paid in the future.

Pension, post-retirement and other post-employment benefit plans

The Company offers a number of benefit plans that provide pension and other post-retirement benefits. The curtrent service cost of benefit
plans is charged to income. Cost is computed on an actuarial basis using the projected benefits method and based on management’s best
estimates of investment yields, salary escalation, and other factors.

Nordion Inc. Fiscal 2013 Annual Report
50



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
[All amounts in thousands of U.S. dollars, except where noted]

The Company recognizes the funded status of its defined benefit plans on its consolidated statements of financial position; recognizes
gains, losses, and prior service costs or credits that arise during the period that are not recognized as components of net petiodic benefit
cost (income) as a component of accumulated other comprehensive income, net of tax; measures its defined benefit plan assets and
obligations as of the date of the Company’s fiscal year-end consolidated statements of financial position; and discloses additional
information in the notes to the consolidated financial statements about certain effects on net petriodic benefit cost (income) for the next
fiscal year that arise from delayed recognition of the gains or losses, prior service costs or credits, and transition assets or obligations.

The expected costs of post-employment benefits, other than pensions, for active employees are accrued in the years in which employees
provide service to the Company. Adjustments resulting from plan amendments, experience gains and losses, or changes in assumptions are
amortized over the remaining average setvice term of active employees. Other post-employment benefits are recognized when the event
triggering the obligation occurs.

Research and development

The Company conducts vatious tesearch and development programs and incurs costs related to these activities, including employee
compensation, matetials, professional services, facilities costs, and equipment depreciation. Research and development programs costs,
including those internally processed, are expensed in the periods in which they are incurred.

Income taxes

Deferred tax assets and liabilities ate recognized for future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax basis. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be realized or
settled. The Company provides a valuation allowance against its defetred tax assets when it believes that it is more likely than not that the
asset, or a pottion of the asset, will not be realized.

The Company determines whether it is more likely than not that a tax position will be sustained upon examination. The tax benefit of any
tax position that meets the more-likely-than-not recognition threshold is calculated as the largest amount that is more than 50% likely of
being realized upon resoluton of the contingency. To the extent a full benefit is not expected to be realized on the uncertain tax position,
an income tax liability is established. Interest expenses and penalties on income tax obligations are included in income tax expense.

The calculation of the Company’s tax liabilities involves dealing with uncertainties in the application of complex tax regulations in a
multitude of jurisdictions that the Company has operated in globally. Due to the complexity of some of these uncertainties, the ultimate
resolution may result in a payment that is materially different from current estimates of the income tax liabilities. If the Company’s estimate
of income tax liabilities proves to be less than the ultimate assessment, an additional charge to income tax expense would result. If payment
of these amounts ultimately proves to be less than the recorded amounts, the reversal of the income tax liabilities may result in income tax
benefits being recognized in the period when it is determined that the estimated income tax liability is no longer required. All of these
potential income tax liabilities are included in income taxes payable or netted against income taxes recoverable on the consolidated
statements of financial position.

Investment tax credits related to the acquisition of assets are defetred and amortized to income on the same basis as the related assets,
while those related to curtent expenses ate included in the determination of income for the year as a reduction of current tax expense.

Earnings per share
Basic earnings per share is calculated by dividing net income by the weighted average number of common shares outstanding during
the year.

Diluted earnings per share is calculated using the treasury stock method, by dividing net income available to common shareholders by the
sum of the weighted average number of common shares outstanding and all additional common shares that would have been outstanding
shares arising from the exercise of potentially dilutive stock options during the year.

Foreign currency translation

Although the Company repotts its financial results in U.S. dollars, the functional currency of the Company’s Canadian operations is
Canadian dollars. The functional currencies of the Company’s foreign subsidiaries are their local currencies. Monetary assets and liabilities
denominated in foreign currencies are translated into the functional currencies of operations at prevailing year-end exchange rates. Non-
monetary assets and liabilities are translated into functional cusrrencies at historical rates. Assets and liabilities of foreign operations with

a functional currency other than U.S. dollars are translated into U.S. dollars at prevailing year-end exchange rates, while revenue and
expenses of these foreign operations are translated into U.S. dollars at average monthly exchange rates. The Company’s net investments
in foreign subsidiaties are translated into U.S. dollars at historical exchange rates.
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Exchange gains and losses on foreign currency transactions are recorded in other (income) expenses, net. Upon the sale ot upon complete
or substantially complete liquidation of an investment in a foreign (non-Canadian functional currency) entity, the amount attributable to
that entity and accumulated in the translation adjustment component of the equity is removed from the separate component of equity and
reported as part of the gain or loss on sale or liquidation of the investment in the petiod during which the sale or liquidation occuts.
Eixchange gains or losses arising on translation of the Company’s net equity investments in these foreign subsidiaties and those arising on
translation of foreign currency long-term liabilities designated as hedges of these investments are recorded in other comptehensive income
(OCI). Upon reduction of the Company’s investment in the foreign (non-Canadian) subsidiary, due to a sale or complete or substantially
complete liquidation, the amount from the reporting currency translation as well as the offsetting amount from the translation of foreign
currency long-term liabilities included in accumulated other comprehensive income (AOCI) is recognized in income.

Derivative financial instruments

In the normal course of business, the Company uses derivative financial instruments to manage foreign currency exchange rate risks.
Derivative transactions are governed by a uniform set of policies and procedures covering areas such as authorization, counterparty
exposure and hedging practices. Positions are monitored based on changes in foreign cutrency exchange rates and their impact on the
market value of detivatives. Credit risk on derivatives arises from the potential for counterparties to default on their contractual obligations
to the Company. The Company limits its credit risk by dealing with counterparties that are considered to be of high credit quality. The
Company does not enter into derivative transactions for trading or speculative purposes. The Company records derivatives at fair value
either as other current assets or accrued liabilities on the consolidated statements of financial position. The Company determines the fair
value of the derivative financial instruments using relevant market inputs when no quoted market prices exist for the instruments. The fair
value of the derivative financial instruments is determined by comparing the rates when the derivatives are acquired to the market rates at
period-end. The key inputs include interest rate yield curves, foreign exchange spot and forward rates. The Company classifies cash flows
from its derivative programs as cash flows from operating activities in the consolidated statements of cash flows.

The accounting for changes in the fair value of a derivative depends on the intended use of the derivative and the resulting designation.

In order for a derivative to qualify for hedge accounting, the derivative must be formally designated as a fair value, cash flow or net
investment hedge by documenting the relationship between the derivative and the hedged item. The documentation includes a description
of the hedging instrument, the hedged item, the risk being hedged, the Company’s risk management objective and strategy for undertaking
the hedge, the method for assessing the effectiveness of the hedge and the method for measuring hedge ineffectiveness. Additionally, the
hedge relationship must be expected to be highly effective at offsetting changes in either the fair value or cash flows of the hedged item at
both inception of the hedge and on an ongoing basis. The Company assesses the ongoing effectiveness of its hedges on a quarterly basis.

Cash flow bedges

The Company’s hedging activities include a hedging program to hedge the economic exposure from anticipated U.S. dollar denominated
sales. The Company hedges a portion of these forecasted foreign denominated sales with forward exchange contracts. These transactions
are designated as cash flow hedges and are accounted under the hedge accounting. The Company hedges anticipated U.S. dollar
denominated sales that are expected to occur over its planning cycle, typically no more than 12 months into the future. The effective
portion of the hedge gain or loss is initially reported as a component of accumulated other comprehensive income and subsequently
reclassified into revenues when the hedged exposure affects earnings. Any ineffective portion of related gains or losses is recorded in the
consolidated statements of operations immediately.

Other derivatives

Derivatives not designated as hedges are recorded at fair value on the consolidated statements of financial position, with any changes in
the mark to market being recorded in the consolidated statements of operations. Interest rate swap contracts may be used as part of the
Company’s program to manage the fixed and floating interest rate mix of the Company’s total debt portfolio and the overall cost of
botrowing. The Company uses short-term foreign currency forward exchange contracts to hedge the revaluations of the foreign currency
balances. The Company has also identified embedded derivatives in certain supply contracts.

Comprehensive income

The Company defines comprehensive income as net income plus the sum of the changes in unrealized gains (losses) on detivatives
designated as cash flow hedges, unrealized gains (losses) on pension liability adjustments, foreign cutrency translation gains (losses) on
self-sustaining foreign subsidiaries and an unrealized gain (loss) on translation resulting from the application of U.S. dollar reporting and
is presented in the consolidated statements of shareholders’ equity and comprehensive income (loss), net of income taxes.

Commitments and Contingencies

Certain conditions may exist as of the date of the financial statements which may result in a loss to the Company, but will only be resolved
when one or more future events occur or fail to occur. Such liabilities for loss contingencies arising from claims, assessments, litigation,
fines, penalties, and other sources, are recorded when the Company assesses that it is probable that a liability has been incurred and the
amount can be reasonably estimated. Recoveries of costs from third patties, which the Company assesses as being probable of realization,
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are recorded to the extent of related contingent habilities accrued. Legal costs incurred in connection with matters relating to contingencies
are expensed in the period incurred. The Company records gain contingencies only when realized.

Recent accounting pronouncements

In July 2013, the I mmcml Accounting Standards Board (FASB) issued ASU 201311, Dncome Taxes (Topic 740) Presentation of an Unrecog
Taoe Benefit When a Net Operating Loss Carryforward, o ,S///////m Tase Loss, ora Tax ()/w/// Carpyformard Findsts (CASU 2013-117 ASU 2013-11
updates accounting LruldAnLL related ro the financial statement presentation of an unrecognized tax benefit when a net operating loss

carryforward, a smnhn tax loss, or a tax credit carrvforward exists. This guidance resolves the diversity in practice in the presentation of
unrecognized tax benefits in those instances. This guidance is effective prospectively for Amuml periods beginning after December 15,
vember 1, 2014, The

2013 and interim periods within those annual periods. The Company plans to adopt ASU 2013-11 beginning N
Company does not anticipate that these changes will have a significant impact on its consoli hud financial starements.

In March 2013, the FASB issued ASU 2013-05, I'(//"zf/'rw Carrency Matters (Topic §30) Parent's Acconnting for the Cumulative ] '/'{/ﬂf/}///'m/ Adjustment

upon Derecognition of Certain Subsidiaries or Groups of Assets wathin a Foreign Fintity or of an Livestment in a Foreign Entity (FASU 2013-057). ASU

/

2013-05 updates accounting guidance related to the application of consolidation guidance and foreign currency matters. This gmdzmcc

crsity in practice about what guidance applies to the release of the cumulative translation adjustment into net income. This
tive prospectively for annual periods beginning after December 15, 2013 and interim periods within those annual periods.
ovember 1, 2014, The Company does not anticipate that these changes will have

resolves the di

euidance is ef]
The Company plans to adopt ASU 2013-05 beginning

a significant impact on its consolidated financial statements,

In January 2013, the FASB issued ASU No. 2013-01, “Balance Sheet (Topic 210): Clarifying the Scope of Diselosures about Offsetting Assets and
Liéabiities” which clarifies the scope of ASU No. 201 l— 1T including bifurcated embedded detivatives, repurchase agreements and reverse
repurchase agreements, and securities borrowing and securities lending transactions that are either offset in accordance with Section 2010-
20-45, Section 815-10-45 or subject to an enforceable master nerting arrangement or similar agreement. ASU 2013-01 is effective for
annual reporting periods beginning on or after January 1, 2013 and interim periods within those annual periods. The Company plans to
adopr ASU 2013-01 on November 1, 2013, ASE 2013-01 1s not expected to have a significant impact oo the Company’s consolidated
tmamm[ starements.

In December 2011, the FASB issued ASU No. 2001-11, “Batance Sheet (Topic 2010): Disclosures abont ( Misetting Assers and Liabifities” which
ither offset on the statement of financial

enhances current dm losures abourt financial instruments and detivative instruments that are
position or subject to an enforceable master nerting arrangement or similar agreement, irrespective of whether they are offset on the
statement of financial positdon. Fntities are required to provide both net and gross information tor these assers and liabilides in order to
facilitate comparability berween financial statements prepared on the basis of U8, GAAP and financial statements prepared on the basis
of International Financial Reporting Standards (IFRS). ASU 2011-11 is effective for annual reporting periods beginning on or after
January 1, 2013 and interim periods within those annual periods. The (kmip;mv plans to adopt ASU 2011-11 on November 1, 2013,
ASU 201111 is not expected to have a significant impact on the Company’s consolidated financial statements,

3. Divestiture of Targeted Therapies

On July 13, 2013, the Company completed the sale of its Targeted Therapies business to BTG ple

BTG, subject to certain closing
g
adjustments including final working capital amount. The Company received final sale proceeds of $2(

(

$200.7 million in cash including
$0.7 million as a final net working capital closing adjustment. The sale was structured as a share and asset transaction. Total net assets
million, which primarily consisted of working capital items. In the third quarter of fiscal 2013, the

and liabilites disposed of were §
Company recorded an after-tax gain of approximately $182 million on the sale includis ing $4.3 million of transaction costs and $6.5 million
of estimared net cash taxes. The estimated ner cash taxes of $6.5 million reflect the udlizaton of approximately $17 million of the

Company’s tax attributes.

The following table details thc assets ‘md ligbilities of the Targeted Therapies business disposed:

Accounts receivable. .
Inventarics o - ' .
Other assets o

Accounts payable and acer ucd hdz bilitics
Orther liabilities :
‘Net assc

As part of the sale of Targeted Therapies, the Company signed a Manufacturing and Support Agreement (MSA) to continue manufacturing
TheraSphere® with a contract term of three years, plus up to a two-year extension at BTGs option. As Nordion continues to generate
significant cash flows from the disposed business under the MSA, the results of the historical Targeted Therapies business are reported

Nordion Inc. Fiscal 2013 Annual Report
33



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
[All amounts in thousands of U.8. dollars, except where noted]

as part of the continuing operations and the results of the MSA are reported as part of the Company’s Contract Manufactuting product line
in the Medical Tsotopes segment. The Company recorded MSA revenue of §3.8 million for the vear ended October 31, 2013,

The Company also sioned a Transition Services Agreements (TSA) to provide certain yost-closine fransition services to the buver and
; ; g ( closing ;
net (Note 20) for the vear ended October 31, 2013.

recorded TSA revenue of $0.5 million in other

Xpenses,

4, Accounts Receivable

2013
27,778
1,706
29,484 (
8 ,WML
3 29456 % 46488

45

() Other receivables as of Ocrober 31, 2012, include a one-time sertlement receivable of $8.3 million related to cerrain litigation matters.

5. Inventories

2013 . 2012

$ 46,828 '
658

1,392

48,878

(1,507)

3 47,371

6. Restricted Cash

-

In January 2013, the Company entered into an Amended and Resrated credit facility (Note 13). This Amended and Restated credit facility

can be use d up to $60 rmlLon for the issuance of lerters of credits, which are ro be fully secured with a specific pledge of cash col Amml and
iy available for the Company’s operations. As of October 31, 20 13, restricted cash balances of $40.8 million (October 31, 2012 -

2012 - $ail) he \()u 13), $0.9 million (Oc m}nr 31

Ceredir, as well as $5.0 million (October 31, 2012 - $3.9 million) related to funds for

er 31, old for (wtsundirw etters of U”Ld( {

7. Property, Plant and Equipment

As of October 31 2013 2012
Accumulated Accu muhm d
Cost Depreciation
3 2,709 & -
39,068 21,461 -
59,101 46,211
1,537 1,537
79,422 75,146 -
5,538 1,088
33,107 29,895
2,002 -
222,484 175,338
(175,338)
5 47,146
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The Company evaluartes its long-lived assets subject to amortization for recoverability whenever events or changes in circumstances
indicate thart their carrying amounts may not be recoverable. An impairment charge is recognized for the amount, if any, by which the
carrying value of the asset exceeds the fair value. In assessing long-lived assets for immirmcm, assets are grouped with other assets and
liabilities ar the lowest level for which identifiable cash flows are largely independent of the cash flows of other assets and liabilities.

As of July 31, 2013, the Company had an asset group with a carrving value of $38.4 million used in the production of its Targeted
Therapies and Medical Isotopes segments (Asset Group). The Company identified impairment indicators relating to the completion of the
sale of the Targeted Therapies business occurred in July 2013, which significantly changed the previously estimared cash flows suppotting
this Asset Group.

Nordion performed an impairment analysis of the Asset Group and determined that it was impaired as of July 31, 2013. Based on this
evaluation, the Company recorded a non-cash pre-tax impairment charge of $29.2 million (2012 - $nil) reported in a separate line in the
consolidated statements of income. Fair value used in this evaluation was based on expected future cash flows using certain Level 3 inpurs
as defined under US. GAAP. The futare cash flows are those expected to be generated by the market participants, discounted at the risk-
free rate of interest plus an appropriate risk premium. Determining expected future cash flows involves a number of estimates and
assumptions and it is reasonably possible that the estimate of expected cash flows may change in the future resulting in further changes in
fair value of the Asset Group.

Following the impairment as of July 31, 2013, the Company reevaluated and changed the original estimared useful lives of certain fixed
assets reflecting the Company’s current facts and circumstances leading to the third quarter of fiscal 2013 impairment. This change is being
accounted for as a change in estimate. Significantly reduced carrying amounts offset by a change in the remaining useful live estimates for
the fixed assets described above are estimated to have a decrease in depreciation expense of approximately $2 million annually,

8.  Other Current Assets

As of Ocrober 31, 2013, other current assets include embedded detivatives and other derivative assets of §0.1 million {Ocrober 31, 2012
$0.2 million) (Note 18} as well as prepaid expenses and other of $2.7 million (Ocrober 3 ’l, 2012 — §1.8 million).

9. Long-Term Investments

As 01 Outobcr 31

(a) Investment in Celerion, Inc. (Celerion)

On March 5, 2010, as part of the consideration for the sale of MDS Pharma Services Early Stage (Farly Stage), Nordion received
approximately 15% of the total common stock of Celerion assuming the conversion of all the outstanding preferred stock and issuance and
exercise of permitted stock options. The ourstanding preferred stock of Celerion are voting, all owned by third parties, convertible into
common stock on a 1:1 basis, subject o certain adjustmers, and are subordinated to the Note (Note 10(b)). Nordion’s ability to transfer
its investment in Celerion and the Note is subject to the consent of Celerion, which is controlled by third -party investors who collectively
hold a majority of the outstanding Celerion equity and have no restrictions on selling their interests. These third-parry investors also have
majority representation on the Board of Directors <'>7(“clcri<m This investment in Celetion is recorded at cost and has an estimated fair
value of approximately $13 million as of October 31, 2013, Estimating the fair value of a privately held company is inherently subjective
and involves a number of estimates and assumptions, actual proceeds received upon eventual ¢ hspmmm(m of the investment could be
matetially different. The Company previously udlized a discounted cash flow approach based on the original sales proceeds of Barly Stage
to be the best estimate of the Company’s fair value. Based on the passage of time since the Farly Stage transaction, the C “ompany has
revised the estimated fair value based on Celerion’s current financial tesults in conjunction with available market data including the fair
value of other comparable companies.

Pursuant to applicable U.S. accounting rules, a business entity may be subject to consolidation if it is determined to be a variable interest
entity (VIE) and if the reporting entity is the primary beneficiary. The Company has determined that Celerion is a VIE, but Nordion is not
the primary beneficiary and, therefore, consolidation is not required. "["hc Company continues to assess any reconsideration events and
monitors the status of its relationship with Celerion. The fair value of the Company’s investment in Celerion and the Note (Note 10(b)) is
currently estimated to be $21 million in aggregare. The Company’s maximum exposure to loss is limited to the carrying value of the Note
and its investment in Celerion.
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(b) Investment in LCC Legacy Holdings (I CC) (fomw y Lumira Capital Corp.)

Long-term investments include an investment in I LCC, an investment fund management u)mpMn which has long-term investments in
development-stage enterprises that have not yet earned significant revenues from their intended business activities or established their

sial vi ,Llnlm Nordion dnu not have any significant involvement in the day-to-day operations of LCC other than to obtain its share
ses from | ( ( reduced the Company’s invesument in LCC to $nil

COmIme
arnings and losses. Cumulative cash div idends received and equity lo
and therefore the equity method of accounting has been suspended since fiscal 2011, The Company’s exposure to losses s limited to s
Snil (October 31, 2012 — $nil).

mvestment ©

10. Other Long-Term Assets

- - 2013
hg term dZiar«f, . $ 36,370 $
, . e .
7551
2420 Dioe
2712 . aAp
$ 56,760 © % 88190

R

(a) Financial instrument pledged as security on long-term debt

ity on long-rerm debt is classified as held to mnmrir\' and is not readily tradable as it defeases the
loag-term debt due to the Government of Canada related to the construction of the MAPLE Facilities (Note 13). The effective annual

i and it 1 rcgm_\‘zsb!c semi-annually over 15 years e:om mencing Ocrober 2, 2000. The carrving v alue as of October 31,
2. of \‘\}m} 3.9 million (October 31, 2012 — $4.0 million) is included in notes

&

The financial instrument pledged as secur

1 343.0 million
1 the (mwohdar -d statements of financial position. As of ()ctmbct‘ 31, 2013, the fair value is $43.8 million (Ocrober 31, 2012
sh flow model, in \vhu,,h furure cash flows are discounted to present value

receival
$49.1 nullion)
using the current martker borrowing rate pertaining to the remaining life of the receivable.

¢

3, which has been determined using a discounted

(b) Long-term note receivable

Celerion
On March 5, 2010, as part of the consideration for the sale of Farly Stage, the Company recel ived a note recetvable with a princip;xl armount
lerion can elect to add the

of $25.0 million issued by Celerion, which has a five-year rerm and bears interest at 4% per annum {the Note). €
interest to the principal amount of the Note. The Nate is partially secured with a x‘tumd»licn interest in certain real estate of Celerion. As
i ) that allowed Celerion to pay for the first

med a transition serv ces agre ement § gh

Lrl Stage, the Company also sig |
.8 million, by increasing the principal amount of the Note. During fiscal 2012 Celerion

part of the sale of I2
three months of TSA services, to a maxim
made an early payment to Nordion of $6.5 million in cash, which reduced the carrying value of the Note by $8.9 million. As a result, the

Company recorded a loss of $2.4 million in the first quarter of fiscal 2012,

.l

erion offered to make another early payment to

In the fir
ordion of

wuarter of fiscal 2013, to facilitate a change in (,dml(m s capital structure, Ce
3 million in cash to reduce the umuuu-d pmll(m of the principal amount of the Note by $9.0 million that would have
L due in 2015, Bffective January 30, 2013, the Company acce Hted the offer from Celerion and amended the Note reflecting
a reduction in the principal amount « »f the \utg by $9.0 million of the face value, or §7.5 million of the carrving value, in exchange for a

§7.3 million mxl‘ payment received from Celerion. As a result, the Company recorded a loss of $0.2 million in the first quarter of fiscal
20 \ (Note 2

otherwise be

Other than res
distributions, all other terms and conditions of the Note remained effectively the same. As the transaction did not represent an adverse
change in the cash flow of the remaining Note amount, the Company derermined no other-than-temporary impairment of the Note
occurted as of January 31, 2013, The Company did not identity any other indicators of impairment for the Note during fiscal 2013

ting the principal amounts, and removing the Company’s restriction on Ce lerion’s ability to pay dividends and other

f“z

2013 is $7.7 million (October 31, 2012 - $14.2 million).
2.2 million of accreted interest. The fair \‘aluc has been

ving v \!uL of the Note, including interest and a “(‘rmi(m as of October 37

7 million, which includes

The

The f L \,s}u! of the Note as of October 31,
determined based on discounted cash flows using n ,xrku rates for secured debt and cost of equity of comparable companies adjusted for
risk and any increase in principal amount related to the TSA and interest payments. The current face value of the Note including TSA
services and interest is $8.2 million. The Note is bei ing accreted up to its face value using an effective interest rate of 8% for secured cash

flows and 28% for unsecured cash flows,

Nordion Ine. Fiscal 2013 Annual Report

56



NOTES 1O CONSOLIDATED FINANCIAL STATEMENTS
[All amounts in thousands of U.S. dollars, except where noted]

(c¢) Other

Primarily includes the long-term portion of certain trade receivables.

11. Goodwill

The Company has goodwill allocated to its two business segments: Sterilization Technologies ($1.5 million) and Medical Tsotopes
($0.9 million}.

As of October 31, 2013, management determined that the fair value of goodwill exceeds its carrving value of $2.4 million (October 31,
2012 — 825 mi]lum ) resulting in no impairment of goodwill. The decrease in goodwill during 2013 reflects a foreign currency translation.

12. Accrued Liabilities

_As of October 31 ’ ’ _ - 2013

Jmp}ay e 5 10,053
D pmwsmn@'} 2,612
o 392

2,218
1,070

25,063
41,408

() The FDA provision was established in fiscal 2007 to address certain U.S. Food and Drug Administration (FDA) issues related to
the Company’s discontinued bioanalytical operations in its Montreal, Canada, facilitics. Although the bioanalytical operations were part
of MDS Pharma Services, Nordion has retained this potential liability following the sale of Early Stage. The Company may, where
appropriate, reimburse clients who have incurred or will incur third party audit costs or study re-run costs to complete the work required
by the FDA and other regulators. Management regularly updates irs analysis of this critical estimate based on all currently available
information. In March 2013, the Company settled one of the rwo legal claims that the Company has been served with related to rcpcm
study costs (Note 20). The sertlement resulted in a release of $5.6 million of the FDA provision and a loss of $1.3 million (Note 20) in th
second c quarter of fiscal 2013 after taking into account the Company’s litigation accruals and insurance coverage in relation to the d[nm.
During the fourth quarter of fiscal 2013, the Company received $5.0 million in cash resulting from a successful claim against one of its
insurers in this settlement matter and recorded a litigation gain for the same amount. As of October 31, 2013, management believes that
the remaining provision of $2.6 million (October 31, 2012 — $8.3 million) is sufficient to cover any agreements reached with clients for
study audits, study re-runs, and other related costs.

(b) As of October 31, 2013, Other includes a $9.5 million (October 31, 2012 — $9.5 million) sctrlcmcnt accrual recorded for the
arbitration with Life Technologies Corporation (Life) as a result of the ruling that occurred in July 2011, As of October 31, 2012, Orher
included ‘1ppt()\mmtcl $32 million estimated lmuam)n accruals, During fiscal 2013, the Company mu.scd these hngm'mn accruals
through various settlements disclosed in Note 27. Other also includes derivative liabilities, royalties and various miscellancous payables.

13. Long-Term Debt
2013

As of Octobu 31

S 40,441
(3,048)
$ 36,493

As of Ocrober 31, 2013, debt includes a non-interest-bearing Canadian gov cmmcm loan with a carryving value of $40.3 million (October 31,
2012 - $43.0 million) h\goumcd at an effective interest rate of 7.02% and repayable at C34.0 million (US$3.8 million) per year with the
remaining balance due April 1, 2015, The fair value of this financial instrument is \43 5 million (October 31, 2012 — $48.8 milli ion), which
has been determined using a discounted cash flow model, in which future cash flows are discounted to present value using the current
market borrowing rate pertaining to the remaining life of the related receivable. A long-term financial instrument has been pledged as full
security for the repayment of this debt (Note 10(a)).

On January 25, 2013, the Company entered into an $80.0 million Amended and Restated senior revolving one yvear committed credit tacility
with the Toronto-Dominion Bank (TD) and certain other financial institutions (the Teaders), The Amended and Restated credit facilities
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consist of 2 $20 million revolving credit facility and a separate facility of up to $60 million to be used for the issuance of letters of credit.
Fiach material subsidiary of Notrdion jointly and sever rally guaranteed the obligations of the borrower to the lenders. The credit facilities are

he Company and guarantors including, but not hmmd to, accounts recelvable,

secured by floating and fixed charges over the assets of
inventory and real property with the latter facility to be fully secured with a specific pledge of cash collateral. The credit facilities are subject
to customary positive, negative and financial covenants.

Under these credit facilities, the Company is able to borrow Canadian and U.8. dollars by way of Canadian dollar prime rate loans,
1715, dollar base rate loans. 1S, dollar Libor loans, the issuance of Canadian dollar banker’s acceptances and letters of credit in Canadian

- term which may be extended on mutual agreement of the Lenders for successive
s not used the

s for a one- yeo

and U8, dollars. The credit facility
subsequent pcimd‘« The credir facility is primarily for general corporate purposes. As of ()(m!mr 31, 2013, the Company
credit facility for borrowing; however, the Company had $36.9 million (Ocrober 31, 2012 - $30.6 mxlhon, of letters of credit issued under

this credit facility as well as $0.9 million collateral issued against furute letters of credit,

In the thit warter of fiscal 2013, the Company obtained consent from the Amended and Restated Credir Facility Lenders for the
44 ¥ !

ta
divestiture of the Targered Therapies business o BTG (Note 3).

Principa! repayments
Principal repayments of long-term debt over the next five fiscal years and thereafter are as follows:

§ 3,948
36,493
5 40,441

14, Deferred Revenue

f’ss mf ()uubw 31 2013
842

2,562

(1,720)

$ 842

(1) The deferred credit is related to the Canadian government loan associated with the MAPLE Facilities, which is being amortized over
t

‘
he remaining two-vear term of the debt using the sum of the years® digits method.

15. Other Long-Term Liabilities

As of October 31 o 2013

. ' e * 15,096
12,980
2,275

el

5,432
$ 35,783
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16. Earnings (Loss) Per Share

The following table illustrates the reconciliation of the denominator in the computations of the basic and diluted earnings (loss) per share:

Years Ended Octobcr 31
_(number of shar . 2013

61,909

31

61,940

§ 3.83

BaSican&dliuted&am 3 e - ', g 3.83

17. Share Capital

As of October 31, 2013, the authorized share capital of the C (m}pmn consists of unlimired common shares. The common shares are voting
and are entitled to dividends if and when declared by the Company’s Board of Directors,

Summoary of share capital
_ Common Shares
nds) Numbu

Fshares in thous

Amount

Balance as of ()cmbu 31,2012

Repurchased and c:m(:e]led - -
Other

Balance as of October 31, 2013 61,909 252,168

During fiscal 2013, there were no cash dividends declared or paid as the Company discontinued irs dividend payments during the fourth
quarter of fiscal 2012, During the fourth quarter of fiscal 2012, the Company also ceased repurchasing shares under a 2012 NCIB and
cancelled the bid.

During fiscal 2012, the Company repurchased and cancelled 71,120 and 398,50 unnmnn shares for a total cost of $0.5 million and
$3.5 million, respectively, under its 2012 md 2011 nomml course issuer bid (N( IB). The Company repurchased 71,120 and 5,258,632
shares cumulatively under the 2012 and 2011 NCIB, respectively.

In December 2011, March and June 2012 the Company declared quartetly dividends at $0.10 per shate, which were paid on January 3,
April 5 and July 3, 2012 each in the amount of $6.2 million to the Company’s sharcholders of record on December 23, 2011, March 21
and June 18, 2012, respectively.

18. Financial Instruments and Financial Risk

Derivative instruments

The Company uses foreign currency forward exchange contracts to manage its foreign exchange risk. The Company enters into foreign
exchange contracts to hedge anticipated U.S. dollar denominated sales that are expected to occur over its planning cycle, typically no more
than 18 months into the future. If the derivative is designated as a cash flow hedge, the effective portions of the hedge gain or loss is
mitially reported as a component of accumulated other comprehensive income and subsequently reclassified into revenues when the
hedged exposure affects earnings. Any ineffective portions of related gain or loss is recorded in earnings immediately. Detivatives not
designated as hedges are recorded at fair value on the consolidated statement of financial position, with any changes in the mark to market
being recorded in the consolidated statement of operations.

The Company has identified embedded derivatives in certain of its supply contracts as a result of the currency of the contract being
different from the functional currency of the parties involved. Changes in the fair value of the embedded derivatives are recognized in
the consolidated statements of operations.
Nordion Inc. Fiscal 2013 Annual Report
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The Company does not use derivatives for trading or speculative purposes and is not a party to leveraged detivatives. See further
discussion of derivative financial instruments in Note 2, Summary of Significant Accounting Policies. The following table provides the

fair value of all Company derivative instruments:

As of October 31 2013
Fair Value

60
84

1,908
609

‘otal notional amousts for the Company’s certain supply contracts identified for embed

(I f Ocrober 2013 and 2 toral notdonal amonnts for the Company’s foreign cusrency forward eontracts under cash flow hedges were approximately §
and $33 million, uwut\\d
The following table summarizes the activities of the Company’s derivative instruments:

‘Yc ars u\dcd October 31

(1,044)

Credit risk

Certain of the Company’s financial assets, including cash and cash equivalents, are exposed to credit risk. The Company may from time
o time, invest in d dwz obligations and commercial paper of governments and corporations. Such investments are limited to those issuers

carrving an investment-grade credit rating. In addition, the Company lirnits the amount thart is invested in issues of any one government

or corporation

The Company is also exposed, in its normal course of business, to credit tisk me its cuummerx* As of October 31, 2013, accounts
receivable is net of an allowance for uncollectible accounts of $nil (October . 31,2012 - %0.2 million).

Credit visk on financial instruments arises from the potential for counterparties to default on their contrac tual obligations to the Company.

The Company is exposed to credit risk in the event of non-performance, but does not anticipate non- pcrmrm'm(c by any of the

counterparties to its financial instruments. The Company limits its credit risk by dealing with counte qmrnfzx that are considered to be of

i 'y, the carrying v alue of the Company’s s financial instruments represents

lit quality. In the event of non-performance by counterp

high ¢
the maximum amount of loss that would be incurred.

Liquidity risk
Liquidity risk is the risk that the Company will encounter difficuley in satisfying its financial obligations as they become due. The Company

manages its i:qmu ty risk by forecasting cash flows from operations and anticipated investing and financing activities. The Company has

cash and cash equivalent mtahng ‘:a% ”’”. ! miHi(m (October 31, 2012 — $109.4 million), cash generated by operations and the credit facilities

which are sufficient to honor tts financial obligations.

Valuation methods and assumptions for fair value measurements
Cash and cash equivalents, accounts recets vable, notes receivable, income taxes recoverable, accounts payable, accrued liabilities, and
income taxes payable have short petiods to marurity and the carrying values containec 1 in the consolidated statements of financial position

approximate their estimated fair value.
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Fair value hierarchy

The fair value of the Company’s financial instruments is the price that would be received to sell an asset or paid to transfer a liability in

an orderly transaction between market participants at the measurement date. The fair value of financial instruments is determined by
reference to quoted market prices for the same financial instrument in an actve market (Level 1), If Level 1 fair values are not available,
the Company uses quoted prices for identical or similar instruments in markers which are non-active, inputs other than quoted prices thar
are observable and derived from or corroborated by observable market data such as quoted prices, interest rates, and vield curves (Level 2),
or valuation techniques in which one or more significant inpurs are unobservable (Level 3).

The following rable discloses the Company’s financial asscts and liabilities measured at fair value on a recurring basis:

As of October 31, 2013

vvvvvv ‘Lével”lu Level 2 Leveld Total
- Diervative g Se $ - $ 144 S - ) 144
 Detvanve liabilities $ - % 2,517 § - $ 2,517

' As Q_{"()cmbcr 31,2012

As of October 31, 2013 and 2012, the Company did not have any financial instruments that were measured using Level 3 valuation
rechniques and, therefore, no changes were presented for these periods.

19. Restructuring Charges, Net

As of October 31, 2013, the restructuring provision of $1.1 million (Ocrober 31, 2012 — $3.6 million) is included in accrued labilities

(Note 12) and other long-rerm liabilities (Note 15 in the consolidated statements of financial position. The majority of the workforce
reduction provision is expected to be utlized during fiscal 2014 with a portion of the provision remaining until the fourth quarter of

fiscal 2015, A small amount related 1o its fiscal 2011 restructuring plan is still outstanding,

The rable below provides an analysis of the Company’s restructuring activities related to its continning operations until October 31, 2013,

Balance

Cumulative as of

Expenses Activities October 31
2013
B39 1,070

, . 3917 § 7
(a) ng charges, net prese (0.8) million r million charge for fiscal 2012 and 2011, respectively, relating to subsequent
adjustments for 2010 contr: ncellation charges of the Company’s Former corporate office lease. As of October 31, 2013 the remaining provision for future rental
pavments of this retained lease are $0.2 million which are included in other acerved liabilivies (Note 12),
20. Other (Income) Expenses, Net
_Years ended October 31 2013
Research and development . . 3 6,706
 Porelon exchanee (ouin) losse (4,337)
< le of inve (814)
: 7,003
(42,488)
47
xpenses, n , . $ (33,883)

(a) The foreign exchange gain for the vear ended October 31, 2013 includes the result of the approximately $201 million of proceeds in U.S. doll
the Targeted Therapies business (Note 3) that was held in a Canadian dollars functional currency entity.

(by Included in litigation settdement (gainy loss, net are the results of various litigation setdements disclosed in Note 27,

(¢} Included in Other is TSA revenue of $0.5 million (October 31, 2012 and 2011 -
Other s a loss on the Celerion note receivable of $0.2 million (Ocrober 31, 2012

$ail) relating to the sale of the Targeted Therapies business (Note 33, Also included in
52.4 milliony (Note 10(b)).
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21, Income Taxes

Income tax provision

The components of the Company’s income from continuing operations before income taxes and the related provision for income taxes

are presented below:

YVears ex}fiﬁd October 31

2013

233,630
(12,055)

221,575

nn 5
cfore income taxes 3

The components of the income tax {recovery) expense are as follows:

2013

5,606
(19,572)

(23)
(1,586)

(15,575)

A reconciliation of expected Income faxes to reported income tax expenses is provided below,

2‘5 ober 31

2013 ] / 2012 ’ 2011
55,011 16372
(43,332) e
(24,232) .
(5,783) 1
3,328 :
(478)

359
(483)
(987)

122

(15,575)

‘he change i va 3.3 million (October 31, 2012 and 2011

ribed in the paragraph beld ysses carried forward”

Deferred tax assets and liabilities

Components of the deferred rax assets and liabilities consist of the following remporary differences:

_MAS of Oc:mbg" 31

No deferred income taxes have been provided on undistributed earnings, or relating to ¢

has es

Notdion Inc. Fiscal 2013 Annual Report
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imated that any income or withholding taxes on repatriation would not be significant.

2013

62,557 §
9,487
41,636
8,841
122,521
(12,523)
(46,506)
63,492

sash held in foreign jurisdictions as the Company



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
[Al amounts in thousands of U.S. dollars, except where noted]

Included within the tax benefit of losses carried forward are deferred tax assets relating to capital losses carried forward of $58.8 million
(October 31, 2012 — $70.5 million). The Company has $46.5 million (October 31, 2012 — $57.6 million) of valuation allowance recorded
against these assets along with $12.3 million (October 31, 2012 - $12.9 million) of an unrecognized tax benefit. These tax assets relate to
$451.8 million (October 31, 2012 — §545.4 million) of gross tax assers and have an indefinite expiry period.

The Company assesses positive and negative evidences to estimate whether ivs future taxable income would be sufficient to utilize the
existing deferred tax assets. Significant evidences evaluated as of October 31, 2013, primarily included a three-yvear cumulative income
position, future taxable income projections, and the resolution of various significant business uncerrainties existed in priof year.
Determining realizable deferred tax assets involves a number of estimates and assumptions and it is reasonably possible that such estimate
may change in the near future resulting from a reduction in future taxable income or certain objective negative evidences in the form of
cumulative losses.

Investment Tax Credits
As of October 31, 2013, the Company has deferred rax assets relating to investment tax credits (ITCs) of $58.0 million (Ocrober 31, 2012

$84.6 million). These I'TCs will expire in various years between 2025 and 2033, The amount of valuadon allowance recorded against these
assets is $nil (October 31, 2012 - $35.4 million).

Tax losses Ldt‘t‘led forward
As of October 31, 2013, the Company has deferred tax assets relating to net operating loss carryovers of $3.7 million (October 31, 2012 —
$57.6 million). hc valuation allowance recorded against these assers was $nil (October 31, 2012 - SS( 3 million). These tax assets relate
to $14.0 million (October 31, 2012 — $178.7 million) of gross tax loss carryovers. Of the total losses, $14.0 million (October 31, 2012
$178.7 million) will expire in 2033, Due to the divestiture of Targeted "I'“hc'rapicq business, the (‘mmpzm\' no longer has its operations in the
U.S, In addition cerrain loss limitation rules further restricred the Company’s deductibility of these losses to a nominal amount. Based on
this, the Company wrote off the tax benefit of its ULS. rax loss carrvforwards as well as the fully offsetting valuation allowance of $56.3
million (October 31, 2012 — $nil) during fiscal 2013.

Tax contingencies

As of October 31, 2013, the gross reserves for uncertain tax positions excluding accrued interest and penalties were $15.3 million
{October 31, 2012 — $33.5 million) as noted in the following reconciliation. The Company estimates that it is reasonably possible that
the total amounts of unrecognized tax benefits may decrease by as much as $0.9 million during the vear ended Ocrober 31, 2014, as a
result of settlements with taxation authorities or the expiration of statutes of limitation.

As at October 31 ‘ 2013
G sumcu_fi*u?ed 1At weotyes. ... 3 33,474
(356)
(17,387)

: (638)
tax benefits, end of ear. G ) 15,355

j Primarily uhmd to effectively serting certain positions with Canadian raxation authorities,

The Company accrues an estimate for interest and penalties related to uncertain tax positions in income tax expense. As of October 31,
2013, acerued interest and penalties related to uncerrain tax positions rotaled $0.8 million (October 31, 2012 - $1.9 million). For the vear
ended Ocrober 31, 2013, $0.7 million of net interest expense was recorded because of the sertlement of certain tax positions.

The Company is subject to taxation in its principal jurisdicton of Canada and in several other countries around the world, With few
exceptions, the Company is no longer subject to examination by Canadian tax authorities for vears up to and including 2008.

As of October 31, 2013, there was $3.0 million (October 31, 2012 - $21.1 million) of unrecognized tax benefits that if recognized would
affect the annual effective tax rate.
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22. Supplementary Cash Flow Information
Ttems not affecting operating cash flows comprise the following:

Years ended October 31

7,003
(21,158)
1,044
29,201
(24,627)
(188,870)
(431)

. ()66:
' (2 649) ’

(2,213)
(186,588)

L5

Changes in operating assets and liabilities comprise the following:

Years ended October 3 - 2013
: ' $ 10,484
(14,236)
(1,120)
{10,054)
24,684
(4,119)

5,639

23. Stock-Based Compensation

‘%mck option plan

The Company has a stock option plan (the Plan) primarily for sentor management emp sloyees. Under the Plan, which conforms to all

urrent regulations of the \L\\ York and Toronto stock exchanges, the Company may issue shares on the exercise of stock options grante d
to eligible employees, officers, directors and persons providing on-going management or consulting services to the Company. The exercise
price <>t stock options issued under the Plan equals the market price of the underlying shares on the date of the grant. All options issued
under the Plan are granted and priced on the date on which approval by the Board of Directors of the Company is obtained or a later date
set by the Board of Directors in it ap proval. As of October 31, 2013, 6,220,900 common shares have been reserved for issuance under the
Plan.

‘*%ru("k'-b'xx‘{*d cmmwmmi(m e\'pc‘rw' related to the Company’s stock option plan for the year ended October 31, 2013 is $1.4 million (2012
1.6 million; 2011 - $1.2 million) which is recorded in selling, general and Adm inistration expenses.

During the vear ended October 31, 2013, the (Iumpmw granted 657,300 (20 ‘17 ~42.800; 2011 — 808,700y C$ stock options at a weighted
average exercise price of C$7.06 (2012 - €$9.52). All options granted in fiscal 2013 hd\& a seven year term and become exercisable ratabls

(a graded-vesting scheduley over a three-year petl 10l
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Canadian Dollar Options

Weighted Weighted
Average Average Aggregate
Exercise Remaining Intrinsic
Number Price Contractual Life Value ((‘ $
(000s) (C$)
2423 8 1178
43 9.52
{6) 20.66
(44) 18.90
2,416 § 11.59 ©
657 7.06
(556) 11.71
(149) 2021 °
2,368 $ 9.76
2,204 $ 11.75
2,266 $ 9.84
645 $ 16.30
1,545 $ 10.75

s to vest amount represents the unvested oprions as at October 31, 2013 and 2012, respectively, less estimated forfeitures.

Canadian dollar options outstanding as of October 31, 2013 comprise the following:
tel &

Options Outstanding

Options Exercisable

 Weighted
, Avemge
Rem’umng

. Lxermsable as at Octobe:

Weighted Weighted
Average Average
Exercise Exercise
Number Price  Number Price
(000s) (Cs) (000s) (C$)
2,228 $ 9.11 1,405 § 9.82
140 20.10 140 20.10
2,368 $ 9.76 1,545 % 10.75
Weighted Weighted
Average Average Aggregate
Exercise Remaining  Intrinsic Value
Number Price Contractual (US$
(000s) (US$) Life (Years thousands)
(h 1591
156 $ 1573 .
(56) 15.88
) 15.91
93 b 15.66
156 $ 1573
93 $ 15.66
156 $ 1573 -
93 3 15.66
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United States dollar options outstanding as of October 31, 2 13 comprise the following:
Options Outstanding Options Exercisable
Weighted Weighted
Average Average
Exercise Exercise
Number Price Number Price
(000s) (US$) (000s) (US$)
3 $ 6.15 3 08 6.15
90 15.91 90 15.91
93 5 15.66 93 8 15.66

The Company utilizes the Black-Scholes option valuation model to estimate the fair value of the options granted based on the following
assumprions:

2013
1.33%

0.380
3.6

4
PR AN

The Black-Scholes option valuation model used by the Company to determine fair values was developed for use in estimating the fair value
of freely traded options that are fully transferable and have no v esting restrictions. This model requires the use of assumptions, including
future stock price volatility and expected time until exercise. The Company uses historical volatility to estimate its future stock price
volatility. The expected time until exercise is b wed upon the contractual term, taking into account expected employee exercise and

expected post-vesting employment rermination behavior.

The following table summarizes the intrinsic value of options exercised and the fair values of shares vested:

2013 2012 2011
US$ - 1ss
C$ .
US$ sy

As of October 31, 2013, the total remaining unre cognized compensation expense related to non-vested stock options amountec 1to
ap pmxmmel\ C$1.2 mdlum and US $nil. which will be amortized over the weighted average remaining requisite setvice period of
approximately 23 me nths and nil months, respectively, for the C$ and USS stock options.

Deferred share units (DSU)
During the year ended October 31, 2013, the Company granec d 153,583 (2012 - 132,493; 2011 — 179,777 DSU. DSU vest immediately or
100% after three vears from the grant date. Vesting is time based and not de puukm on a pu’tmm(mce measure. Vested DSU are payable

upon termination of employment and will be sertled in cash or share units equal to the number of vested unirs multiplied by the five-day

average closing TSX share price up to and including the rermination dare.

DSU granted are accompanied by dividend equivalents rights that will be payable in cash upon settlement of the DSU. During the year
ended October 31, 2013, the Company recorded nil (2012 - 15,449; 2011 - 11,490) ) DSU per dividend equivalent.

The Company rec ords compensation expense and the umupundmo liability each pumd based on vested units and changes in the market

price of common shares. The DSU expense for the vear ended October 31, 2013 is $2.8 million (2012 - $0.7 million; 2011 — $1.0 million)

of which $2.8 million (2012 — $0.6 million; 2011 - $1.0 million) is included in selling, gener al and administration expenses and $nil (2012 —
¢ g

0.1 million; 2011 - $nil) is in restructuring charges, net (Note 19).

During the year ended October 31,2013, 93,316 DSU were paid out in the amount of F$0.7 million.
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Restricted share units (RSU)

During the year ended October 31, 2013, the Company granted 74,867 (2012 — 201,231; 2011 — nily RSU, which vest 100% after three years
from the grant date. Vesting is time based and not dependent on a performance measure. Vested RSU are settled in cash equal to the
number of vested units multiplied by the five-day average closing TSX shate price up to and including the vesting dare. RSU granted are
accompanied by dividend equivalents rights thar will be payable in cash upon settlement of the RSUL During the vear ended October 31,
2013, the Company recorded nil (2012 — 3,939; 2011 - nil) RSU per dividend equivalent.

The Company records compensation expense and the corresponding liability over the vesting period of the RSU adjusted for any fair value
changes at each reporting date. The RSU expense for the vear ended October 31, 2013 is $0.7 million (2012 - $0.4 million; 2011 — $nil) of
which $0.7 million (2012 — $0.3 million; 2011 - $nil) is included in selling, general and administration expenses and $nil 2012 — $0.1
million; 2011 - $nil) is in restructuring charges, net (Note 19).

Performance share units (PSU)

During the vear ended October 31, 2013, the Company granted nil (2012 — 122,828; 2011 — nil} PSU, which vest 6 months after the
achievement of certain performance goals and other criteria over the vesting period by October 31, 2013, Vested PSU are settled in cash
equal to the number of vested units multiplied by the five-day average closing TSX share price up to and including the vesting date. PSU
granted are accompanied by dividend equivalents rights thar will be payable in cash upon settlement of the PSU. Al outstanding PSU’s
were cancelled as of October 31, 2013 as the performance goals were not achieved.

The PSU expense for the year ended October 31, 2013 is $nil (2012 - $0.2 million; 2011 — $ail) of which $nil (2012 — $nil; 2011 - $nil) is
included in selling, general and administration expenses and $nil (2012 — $0.2 million; 2011 - $nil) is in restructuring charges, net (Note 19),

Other mid-term incentive plan (MTIP)
The MTIP income is related to rhe fully vested DSU granted under the Company’s original 2006 Plan (2006 MTTP).

Liability® As of October 31

2013 2012

Expense (Income)® Years ended October 31

"""" 2013 2012 2011

5

abilities in the consolidated statements of finan
2

Note 12).

e MTTP lability is included in th wlovee-related accruals in accrued i al position {
) ) PO} ' [ $
(b The MTTP expense (income) tor the vear ended October 31, 2013 is 0.1 million (2012 — $0.1) million; 2011 - $(0.2) million), which is included in selling, general and

administration expenses.

The 2006 MTIP is accompanied by dividend equivalents rights that will be pavable in cash upon settlement of the plan. During the vear
ended October 31, 2013, the Company recorded nil (2012 - 972; 2011 — 1,607) MTIP units per dividend equivalent.

Sale of the Targeted Therapies business and its impact on Stock Based Compensation

On July 13, 2013 Nordion completed the sale of the Targered Therapies business (Note 3) which wriggered the immediate vesting of certain
RSU and PSU granted to employees impacted by the divestiture. The actual payments for RSU and PSU to these emplovees were $0.3
million and $0.1 million, respectively, of which $0.2 million and $0.1 million were included as a reducton to the gain of the sale transaction.

24. Employee Benefits

The Company sponsors various post-employment benefit plans including defined benefir and contribution pension plans, retirement
compensation arrangements, and plans that provide extended health care coverage to retired employees in Canada.
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Al amounts in thousands of 1.8, dollars, except where noted]

Following the U.S. Internal Revenue Services’ T approval on a pmpmui settlernent of the Company’s defined benefit plan in the U.S.
relating to the fomm MDS Pharma Services opwamms the Company complere d its lump-sum and .umum bll\(mt\ of all participants’

5. Pension plan and recorded a $7.0 million pension settlerment loss in the first quarter of 2013,

H
e

balances in this 1.5
Defined benetit pension plan
The defined benefit plan is based on the highest three or six average consecutive vears of wages, and requires emplovee contributions.

k

On July 13 Note 3), which resulted in the termination of certain

2013, the Company completed the sale of its Targered Therapies busines
v expected. As the number of participants impacted by this divestiture was only nominal, the

emp sloyees” services eartier than previons!
Com pany did not record a curtailment gain or any other change in estimates relating to its defined benefit plan during the third quarter of

b ¢
s

[ September 2013, the Company amended its defined benefit pension plan, such that pension benefirs for existing active participants
I %
ation, although there 1s an overall floor. In connection

earned from Lmu,a:‘ 1, 2014 onwards will no longer carry any eatitlement to ind
with this p% wn amendment, the Company remeasured its year-end pension obligation reflecting this reduction in indexation going forward
based on the vear-end disclosure assumptions. The pension plan amendment and remeasurernent resulted in a reduction in the Company's
pension obligation of approximately $5 million. This appears as an um‘ccmgmycd prior service benefit in accumulated other comprehensive
income ih,xt will be amortized into pension expense commencing in fiscal 2014 based on the expected average remaining service lifetime

!
(FLARSL) of active participants which, at vear-end, was dg,mnmud to bc 10.7 vears,

The plan is funded and the Company uses an October 31 measurement date for its plan. The most recent acruarial valuation for the
Nordion pms‘ion plan for funding purposes was as of January 1, 2013, Based on this actuarial valuation, the € OMpany expects s funding
requirements of approximately $16 million, incl luding approximately $3 million of curtent service cost contributions, in each of the next
five years to fund the regulatory solvency deficit. This is primarily a result of a decline in real interest rates, although asset values have

r period will be dependent on subsequent annual actuarial valuations. These

increased. The actual funding requirements over the five-ye
sstment performance, changes in nterest rages, any pertinent changes in

amounts are estimates, which may change with actual ir
povernment regulagons, and any voluntary contriburions,

The components of net periodic pension cost | {income) for these plans for fiscal 2013, 2012 and 2011 are as follows:

2013 2012 2011

3,758
11,932
(13,929)
4,977
6,738

The following weighted average assumptions are used in the derermination of the net periodic cost (income) and the projected

benefit <7i)l,g:nmn.

4.25%
5.75% . 6500
3.25% o

Discount rate assumptions have been, and continue o be, based on the prevailing long-term, market interest rates at the

measurement date.
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The changes in the projected benefit obligation, fair value of plan assets, and the funded status of the plans are as follows:

As of October 31 ’ 2013

286,491
4,814 ‘ 3,932
11,932 ' 12265

(10,102) ‘ ‘;2'(9 "’47)

(15,375) .

(5,220)

(11,697)

260,843

252,925
29,260
(10,102)
6,446
1,056
(11,191)
268,394

7,551

The funded status measured as the difference between the fair value of the plan assets and the projected benefit obligation for rhe
Canadian plan are included in other long-term assets (Note 10) in the consolidated statements of financial position.

A reconciliation of the funded status to the net plan (iabilities) assets recognized in the consolidated statements of financial position
is as follows:

As of Ouobcr 31 2013
' E e e e 260,843
268,394
7,551
(5,220)
40,500
42,831

7,551

35,280
42,831

The following rable illustrates the amounts in accumulated other comprehensive loss that has not yet been recognized as components of

pension expense:

As of chobu 31 2013
$ 35,280

¢ G (8,779)
Accumula,ted mher,c n $ 26,501

(a) Net actuarial loss as of October 31, 2012, included a $7.2 million of umunum/ui net actuarial loss for the former MIDS Pharma Services” defined benetfit plan, which

was settled in the first quarter of 2013,
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The weighted average asset allocation of the Company’s pension plans is as follows:

Target
Asset gm 2013 2012
s 0.0%
41.0%
59.0%
100.0%

The Company maintains tatget allocation percentages among various asset classes based on investment policies established for the pension
plans, which are designed to maximize the total rate of return (income and appreciation) after inflation, within the limits of prudent risk

.
raking, wh

providing for adequate near-rerm liquidity for bene fit payments. Such investment strategies have adopted an equity-based

philosophy in order to achieve their long-term investment coals by investing in assets that often have uncertain returns, such as Canadian
equiries, foreign equities, and non-government bonds. However, it also artempts to reduce its overall level of risk by diversifying the asset
cl

asses and Farther diversifving within each individual asset class.

The Company’s expected returt on asset assumprions are detived from studies conducted by actuaries and investment advisors. The

studies include a review of anticipated furure long

rerm performance of individual asset classes and consideration of the appropriate asset
allocation strategy given the anticipated requirements of the plans to determine the average rate of earnings expected on the funds invested
to provide for the pension plans benefits. While the study gives appropriate consideration to recent fund performance and historical
returns, the assumption is primarily a long-term, prospective rate.

The following table provides a basis of fair value measurement for plan assets held by the Company’s pension plans that are m sasured at
fair value on a recurring basis. See also the discussion of fair value hierarchy in Note 18.

of October 31, 2013 ‘ Levell Level 2 Tevel 3 Total

- 110,042 - 110,042
- 158,352 - 158,352
$ - % 268,394 § - 5 268,394

Fxpected future benefit payments are as follows:

Years ended OQQber 31

&3

10,355
11,051
11,528
12,016
12,598
70,089
g 127,637

P

Other benefit plans
Orther benefit plans include a supplemental retirement arrangement, a retirement and termination allowance, and post-retirement benefit

plans, which include contriburory health and dental care benefits and contributory life insurance coverage. All non-pension post-

employment benefit plans are unfunded.

2013

199
627
45
(48)
823
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[All amounts in thousands of U.S. dollats, except whete noted]

The weighted average assumptions used to determine the net periodic pension cost and projected benefit obligation for these plans are

as follows:

Years ended OLtober 31

2013

4.50%
3.39%

8.98%

4.5%

4.11%
3.75% -

8 i

3960

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. A one-percentage point

change in assumed health care cost rrend rates would have had the following impact in fiscal 2013:

1% Increase 1% Decrease

The changes in the projected benefit obligation and the fuaded status of the plans are as follows:

As of October 31

,(,hmrra in projected | bemf

&5

90 (61)
1,535 § (1,217)

2013

o

16,314 §
199 .
627

(789)

(396)
(61)

(675)

5

15,219

(15,219) 8

A reconciliation of the funded status to the net plan liabilities recognized in the consolidated statements of financial position is as follows:

As of October 31

_ Net amount recognized

The other benefit plan liabilites related to continuin operations are included

2013

(15,219)
123

(15,006)
(688)
(234)

(16,018)

(15,096)
(922)

(16,018)

within other long-term liabilities (Note 15).

As of October 31, 2013, the unrecognized actuarial gains and past service costs of 50.9 million (October 31, 2012 — $0.5 million), ner of rax
of 50.2 million (October 31, 2012 — $0.1 million) arc included in accumulared other comprehensive income.
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[All amounts in thousands of U.5. dollars, except w hete noted]

Jop the Company’s benefit obligations as of October 31, 2013, the following benefit

Based on the actuarial assumptions used to dev
payments are expected to be made to plan participants:

Yeatrs ended Ocjg}:ler K1 -

$ 703
763

776

809

869

5,040

5 8,960

During fiscal 2014, the Company expects to contribute approximately $0.7 million to the Company’s other benefit plans.
Dyuring fiscal 2013, the Company contribute 4 1.1 million to defined contribution plans on behalf of its employees (2012 — $1.3 million;

2011 —81.2 mi,mm,

25. Segmented Information

Notdion opetates as a global life sciences company with three business segments: Sterilization Technologies, Medical Isotopes and
Targeted Therapies. These segments are organized predominantly around the products and services prov ided to customers identified for

the businesses,

Under the terms of an MSA
'anmum

On fuly 13, 2013, the Company comp sleted the sale of its Targeted Therapies business to BTG (Note .

entered into at the closing of the transaction, Nordion continues to manufacture the Targeted Therapies” product and generate ¢
act tertm of three vears, with the possibility of up to a rwo-year extension at BTG s

cash flows from the disposed business for a cont
option. Therefore, the results of the historical Targeted Therapies business are reported as part of continuing operations and the resules of
the MSA are reported with the Company’s Contract Manufacturing product ine of Medical Isotopes segment.

The accounting policies of the segments are the same as those d leseribed in the summary of significant accounting policies. There are no
nented earnings are computed by accumulating the segment’s operating income, interest costs,

significant infer-segment ransactions. S¢
other ex penses and foreign exchange translations. The corporate segment results include the incremental cost of corpnmw overhead in

and income items that do not pertain to a

ess of the amount allocated to the other <_>pﬁ‘:‘umg segments, as well as cer tain other cost
sgment basis, Accordingly, assers and additions to assets

eRC

business segment. Management does not rrack or allocate assets on a business s

in the following financial i information. Related expenses, such as depreciation, are allocated

are not disclosed on a business segment basi
to each segment and reported appropriately he
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The information presented below is for continuing operations.

Year ended October 31, 2013

Specialty Isotopes

Corporate

Sterilization Medical Targeted and
Technologies Isotopes Therapies Other Total
96,120 $ 100,348 § 36,322 % - % 232,790
43,298 55,946 10,999 - 110,243
17,469 17,867 16,827 15,950 68,113
44 665 5,460 (3,971) 2,198
35,309 25,870 % 3,036 § (11,979 & 52,236
3,746 7,054 1,024 - 11,824
143
567
(188,870)
29,201
(42,488)
218
7,003
(814)
11,849
1,873
value s (. 1,044
ting income tmm ontinuing operations $ 220,686

osts of $0.6 million

excludes internal tnvestigation costs of $11.8 million, strategic review costs of $1.9 million, and AFCL arbicration and

jexcludes liddgation settdement gain, ner of $42.5 million, pension settlement loss of §7.0 million, loss on Celerion note receivable of $0.2 million and recovery from

previously written off invesrments of $0.8 million

Year ended October 31, 2012

Specialty Isotopes

Sterilization Medical Targeted Corporate
Technologies — Isotopes lhgapmso and Other ’fum:iw

By e

16,565

b arbitrmoﬂ and | Lgal
mn (wc:umls (\m 12 a1

excludes AECK (nhm(\uon and legal costs of $5.6 million
(byexchudes esamared lidgation accruals of $24.1 million Note 27) and loss on Celerion note receivable of $2.4 million
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Year ended October 31, 2011

Specialty Tsotopes
Ster mxm ion Medical Targeted Corporate
1»0&_@_& i md Ot hu

Ao 8 | 122 /89
308 0 ;:',1,,7,b
] 53(:; . 16,055
o . ’@72}4

‘ .‘L?é 076
52955
10;240

830 “v f
. 19 141

milli

1 on sale of invesement of $§1.7

Revenues by geographic location are summarized below:

Years ended Qctober 31 Canada us Curope Other Total
2013 ' 10,961 % 149,718 8 18 698 53,413 5 232,790

Wwidr 8 165944 4 44789 8 244940
2011 6,360 v : 2400

All Pro perty. p slant and equipment for continuing operations and goodwill of the Company is located in Canada. All of the goodwill is

Te

carried in Canada and allocated o Sterilization Technologies, $1.5 million, and Medical Isotopes, $0.9 million.

Significant customers
§"<> the vear ended ()Lmbv 31, 2013, one major customer i the Medical Tsotopes segment accounted for $33.9 million or 15% (2012

$51.8 million or 21%: 2011 — $60.8 million or 22%) of the Company’s revenues

26. Commitments and Contingencies
Leases and other commitments

The Company is obligated under non-cancelable operating leases primarily for its offices and equipment. These leases generally contain

customary scheduled rent increases or escalation clauses and renewal options.

The Company is also obligated under outsourcing agreements related to certain aspects of its information technology and human resources
wreements could be higher or lower than the amounts shown below as a

support functions. Actual amounts paid under these outsourcl

result of changes in volume and other variables. In additon, early rermination of these oursourcing agreements by the Company could

result in the payment of rermination fees, which are not reflected in the rable below.

As of October 31, 2013, the Company is obligated under non-cancelable operating leases, primarily for its premises and equipment leases
and other long-term contractual commitments, to make minimum annual payments of ap pm.\mmtdf,.

Other

Operating Contractual
Leases Commitments

$ 942 ) 41,457
491 27,017

484 26,602

269 33,290

164 24,296

2,128 50,967

$ 4,478 $ 203,629
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Net rental expense for premises and equipment leases for the year ended October 31, 2013 was $0.8 million (2012 — $1.1 million; 2011 —
$1.3 million).

Contractual commitments

Included in other contractual commitments is approximately $187 million associated with long-term supply arrangements primarily with
domestic and international suppliers of isotopes. Other contractual commitments also includes $2.9 million (2012 — $2.5 million) relating to
the outsourcing of the information technology infrastructure. The terms of these long-term supply ot service arrangements range from 1 to
11 years. The amounts purchased under these contractual commitments for the year ended October 31, 2013 are $47.7 million (2012 —
$37.4 million; 2011 — $45.9 million).

Net sales of certain products of the Company are subject to royalties payable to third parties. Royalty expense recorded in direct cost of
revenues for the year ended October 31, 2013 amounted to §2.5 million (2012 — $0.5 million; 2011 — $1.6 million).

Captive insurance liability

The Company is self-insured for up to the first $5 million of costs incurred relating to a single liability claim in a year and to $10 million in
aggregate claims arising during an annual policy period. The Company provides for unsettled reported losses and losses incurred but not
reported based on an independent review of all claims made against the Company. Accruals for estimated losses related to captive
insurance are $2.7 million as of October 31, 2013 (October 31, 2012 — $4.6 million) which are recorded in accrued liabilities (Note 12) and
other long-term liabilities (Note 15).

Retained liabilities related to Early Stage
Subsequent to the sale of Early Stage, Nordion has retained litigation claims and other costs associated with the U.S. FDA’s review of the
Company’s bioanalytical operations (Note 12(a)).

Indemnities and guarantees

In connection with various divestitures that the Company underwent, Nordion has agreed to indemnify vatious buyers for actual future
damage suffered by the buyers related to breaches, by Nordion, of representations and warranties contained in the purchase agreements.

In addition, Nordion has retained certain existing and potential liabilities arising in connection with such operations related to periods prior
to the closings. To mitigate Nordion’s exposure to these potential liabilides, the Company maintains errors and omissions and other
insurance. Nordion is not able to make a reasonable estimate of the maximum potential amount that the Company could be required to
pay under these indemnities. The Company has not made any significant payments under these types of indemnity obligations in the past.

Internal investigation

In 2012, the Company discovered potential irregularities related to potential improper payments and other related financial itregularities in
connection with the supply of materials and services to the Company. As a result, the Company made voluntary disclosure to relevant
regulators and authorities in the U.S. and Canada and commenced an internal investigation of the possible compliance issues, focusing on
compliance with the Canadian Corruption of Foreign Public Officials Act (CFPOA) and the U.S. Foreign Corrupt Practices Act (FCPA).
The Company remains unable to determine whether there will be any potential regulatory and/or enforcement action resulting from these
matters or, if any such action is taken, whether it will have a material adverse effect on Nordion’s business, financial position, profitability
or liquidity. If regulatory or enforcement authorities determine to take action against the Company, Nordion may be, among other things,
subject to fines and/or penalties which may be material.

The Company is committed to the highest standards of integrity and diligence in its business dealings and to the ethical and legally
compliant business conduct of its employees, representatives and suppliers. The Company continues to cooperate with regulatory and
enforcement authorities. In parallel with the internal investigation, the Company developed and implemented a number of new and
enhanced policies and procedures related to compliance. The Company also created and staffed a Directot, Corporate Compliance position
who reports to the Finance and Audit Committee. The intent of these changes is to strengthen the company’s overall compliance
framework.

27. Litigation

MAPLE

On September 10, 2012, Nordion announced that it was unsuccessful in its claim for specific performance or monetary damages telating to
AECL’s cancelled construction of the MAPLE facilities. Nordion was not entitled to a remedy for the unilateral termination by AECL of
the construction of the MAPLE facilities. In their decision, the arbitrators also dismissed an AECL counterclaim against us for damages for
breach of contract in the amount of $239.8 million (C$250 million) and other relief. The appeal period expired and neither party appealed
the decision. AECL submitted total arbitration-related costs of approximately $46 million (C$46 million). Nordion filed a response to
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AECL’s costs submissions asserting that the Company should pay approximately $22 million, to which AECL filed a reply during
February 2013.

In addition to the arbitration, in 2008 Nordion filed a court claim against AECL and the Government of Canada. The arbitration decision
left it open for Nordion to pursue its ongoing lawsuit against AECL in the Ontario courts in relation to a 1996 Isotope Production
Facilities Agreement IPFA). As a result, Nordion filed an amended statement of claim against AECL on January 18, 2013 in relation to the
IPFA, requesting damages in the amount of $233.5 million (C$243.5 million) for negligence and breach of the IPFA, as well as pre- and
post-judgment interest and costs. The damages claimed were for the recovery of its costs up to the end of the IPFA, net of certain amounts
settled between Nordion and AECL at the time of entering into the Interim and Long-Term Supply Agreement (ILTSA). Having regard to
the majority opinion in the arbitration under the 2006 Agreement, the amended statement of claim filed by the Company under the IPFA
no longer included the Government of Canada and the damages claimed wete substantially lower than in the original statement of claim.
During the first quatter of fiscal 2013, Notdion and the Government of Canada agreed to the discontinuance of the IPFA action against
the Government of Canada without costs. AECL counterclaimed for $80 million in damages based on a claim against us for unpaid
construction charges.

In the fourth quarter of fiscal 2013 Nordion announced that it had entered into a comprehensive settlement agreement with AECL to
resolve all outstanding claims between the parties related to the MAPLE facilities, including the lawsuit and the arbitration costs. Upon the
settlement Nordion recorded a $24.6 million recovety relating to accrued ACEL liabilities as well as receiving a $14.4 million (C$15 million)
cash settlement from AECL. Nordion and AECL have released each other from the claims discussed above.

In addition to the settlement, Notdion entered into an amended and restated isotope supply agreement and waste management services
agreement with AECL. The amended and restated isotope supply agreement is a non-exclusive agreement for medical isotope supply by
AECL to Nordion, which has a term ending October 31, 2016. The supply agreement may also be terminated upon, among other things,
the Company establishing a satisfactory alternative supply of isotopes, the permanent shutdown of AECL's isotope production facilities, its
failure to meet a minimum purchase quantity and any force majeure that continues for a petiod of more than two years. The primary cost
of supply of medical isotopes will continue to be determined based on a revenue share methodology. In addition, Nordion has entered into
an agreement to continue waste disposal services from AECL until October 31, 2026.

Bioequivalence studies

During fiscal 2009, the Company was served with a Complaint related to repeat study and mitigation costs of $10 million and lost profits
of $70 million. This legal action, commenced by Dr. Reddy’s Laboratories Ltd. and certain affiliated companies, related to certain
bioequivalence studies carried out by the Company’s former MDS Pharma Services business unit at its Montreal, Canada facility from
Januaty 1, 2000, to December 31, 2004. On Match 21, 2013, the Company announced that it had settled this claim. Details of the
settlement are confidential. The settlement has resulted in a loss of $1.3 million for Nordion after taking into account financial reserves
maintained by the Company in relation to the claim. Most of the settlement was covered by insurance, and resulted in a net cash outflow
of approximately $17 million that included insurance proceeds received. In October 2013, the company received $4.9 million in cash
resulting from a successful claim against one of its insurers in this matter and recorded a litigation gain for the same amount duting the
fourth quarter of fiscal 2013.

During fiscal 2009, the Company was served with a Statement of Claim from Apotex Inc., filed with the Ontario Court of Justice, related
to repeat study and mitigation costs of $4.8 million (C$5 million) and loss of profit of $28.8 million (C$30 million). This action relates to
certain bioequivalence studies carried out by the Company’s former MDS Pharma Services business unit at its Montreal, Canada facility
from January 1, 2000, to December 31, 2004. The Company maintains reserves in respect of repeat study costs as well as errors and
omissions insurance. Nordion has assessed this claim and has accrued amounts related to the direct costs associated with the repeat study
costs in its FDA provision (Note 12(a)). No specific provision has been recorded related to the claim for lost profit, other than insurance
deductible liabilities that have been fully paid. The Company has filed a Statement of Defence and is vigorously defending this action.
Examinations for discovery are currently ongoing,

BioAxone BioSciences

During the third quarter of fiscal 2012, the Company was served with a Complaint filed in Florida relating to our former Pharma Services
business. The Complaint, by BioAxone BioSciences Inc. (BioAxone), named Nordion (US) Inc. as well as another unaffiliated co-
defendant, and alleged that MDS Pharma Services acted negligently in the preparation and qualification of a Bacterial Master Cell Bank
relating to the development of a biologic drug. The Plaintiff claimed that it suffered damages in an amount greater than $90 million.
During the fourth quarter of fiscal 2013 Nordion reached an agreement with BioAxone to settle the filed claims and recorded a litigation

loss of $0.2 million.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
[All amounts in thousands of U.S. dollars, except where noted]

28. Asset Retirement Obligation (ARO)

The Company’s ARO represents the present value of furure remediation costs, which are recorded in other long-term liabilities (Note 15)
and increased the carrving amounts of the related assets in property, plant and equipment, net in the consolidated statements of financial
position. The capitalized furure site remediation costs are depreciated and the ARQO is accreted over the life of the related assets which is

included in depreciation and amortization expense.

The fair value of the ARO is determined based on estimates. Considerable managenent judgment is required in estimating these
obligations. The key assumptions include credit adjusted risk free interest rate, timing and the estimate of the remediation activities.
Changes in these assumptions based on future information may result in adjustments to the esumared obligations over time.

A reconciliation of the ARO for the years ended October 31, 2013 and 2012 is as Follows:

As of October31 / 2013 2012
- beuinning i ' - ' . 12,570 § 11,691

1 nbxhtv xmkd
lner emcnml z\R( )

936
(526)
$ 12,980

$14.8 million (October 31, 2012 — $15.4 million) letter of credit in support of furure site remediation costs.

o

The Company has pledged a

29. Comparative Figures

Certain fipures for the prior period have been reclassified to conform to the current period’s consolidated financial statements preseatation.
g I !
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