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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the fiscal year ended May 31, 2012

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to
Commission file number 0-50761

AngioDynamics, Inc.

(Exact name of registrant as specified in its chaetr)

Delaware 11-3146460
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
14 Plaza Drive Latham, New York 12110
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area codé518) 795-1400

Securities registered pursuant to Section 12(b) dfie Act:

Title of each class Name of each exchange on which registered
Common stock, par value $.01 NASDAQ Global Select Market
Preferred Stock Purchase Rights NASDAQ Global Select Market
Securities registered pursuant to Section 12(g) tfie Act:
None

(Title of Class)

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405co8é&turities Act.  YesO No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ord}%( the Act. YesO No

Indicate by check mark whether the registrant €S filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange Act of4l88ring the preceding 12 months
(or for such shorter period that the registrant veagiired to file such reports), and (2) has bedsjest to such filing requirements for the pastd@gs. Yes No O

Indicate by check mark whether the registrant hdssrtted electronically and posted on its corpovedsite, if any, every Interactive Data File reqdito be submitted and posted
pursuant to Rule 405 of Regulation S-T during thecpding 12 months (or for such shorter period tihategistrant was required to submit and posh $iles). Yes No O

Indicate by check mark if disclosure of delinquiiiers pursuant to Item 405 of Regulation S-K ig nontained herein, and will not be contained hehest of registrarg’knowledge
in definitive proxy or information statements inporated by reference in Part 11l of this Form 1@Kany amendment to this Form 10-KJ

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer or a smaller reporting comp&se definitions of “large
accelerated filer”, “accelerated filer” and “smalteporting company” in Rule 12b-2 of the Exchadge. (Check one):
Large accelerated fileid Accelerated filer
Non-accelerated filer O Smaller reporting company™d
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Excgfe Act). YesO No

As of November 30, 2011, the last business dag@fégistrant’s most recently completed secondlffigunarter, the aggregate market value of the regits common stock held by
non-affiliates was approximately $379,562,758, cotad by reference to the last sale price of themmomstock on that date as reported by The NasdabaBGSelect Market.

As of July 31, 2012, there were 34,829,127 shaféseoregistrant’s common stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

The information required for Part Ill of this anhu@port on Form 10-K is incorporated by referefrcen the registrang Proxy Statement for its 2012 Annual Meeting afc®holder:
to be filed within 120 days of registrant’s fisgalar ended May 31, 2012.
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Part |
Item 1. Business
(a) General Development of Business
Overview

We design, manufacture and sell a wide range ofeakdurgical and diagnostic devices used by pRifmal healthcare providers for
vascular access, for the treatment of periphersdwlar disease and for use in oncology and surgéttings. Our devices are generally use
minimally invasive, image-guided procedures. Mdsbur products are intended to be used once amddisearded, or they may be
temporarily implanted for short- or long-term use.

We have been in business since 1988. Our corpbeagquarters is located at 14 Plaza Drive, LatiNew; York 12110. Our phone
number is (518) 795-1400.

Available Information

Our website isvww.angiodynamics.comWe make available, free-of-charge through oursitebour annual reports on Form 10-K,
quarterly reports on Form 10-Q, current report$-orm 8-K and amendments to those reports filediori$hed pursuant to Section 13(a) of
the Securities Exchange Act of 1934, as amendesh@s as reasonably practicable after we electadipifile or furnish such materials to the
Securities and Exchange Commission, or SEC. Irtiaddiour website includes, among other thingsrtela of various committees of the
Board of Directors and our code of business condndtethics applicable to all employees, officerd directors. Copies of these documents
may be obtained free of charge from our website; gtnckholder also may obtain copies of these decus) free of charge, by sending a
request in writing to our investor relations firEWC Group, 60 East 42nd Street, Suite 936, New YN 10165. Information on our webs
or connected to our website is not incorporatedeigrence into this Annual Report on Form 10-K.

History

AngioDynamics was founded in 1988 and we completadnitial public offering in 2004, raising netqmeeds of approximately $21.7
million at an offering price of $11.00 per shame2D06 we completed a follow-on offering, raisiref proceeds of approximately $61.9
million at a public offering price of $24.07 perash.

Recent Developments
Acquisition of Navilyst

On May, 22, 2012, we completed the acquisitionrofgtely-held Navilyst Medical, Inc. (Navilyst),dobal medical device company
with strengths in the vascular access, interveaticadiology and interventional cardiology markdtke acquisition and related transaction
costs were financed through the issuance of apmiattely 9.5 million shares of our common stock, $bllion in drawn acquisition debt
financing and $97 million of cash. Based on thesiclg price of our stock of $12.44 on the day ptiothe transaction, the purchase price was
approximately $362 million.

The fiscal 2012 results include approximately $Iiltion in transaction and related costs for theevlyst acquisition. These costs are
included in “Acquisition and other items, net” lmetincome statement.

With the issuance of common stock related to tlygsition, as of May 31, 2012 we have approxima82ly8 million shares of common
stock outstanding. Investment funds affiliated withista Capital Partners, former owners of Navilyeteived approximately 9.5 million
shares of our common stock and, as of May 31, 20dlg, approximately 27% of our outstanding shamgstment funds affiliated with
Avista Capital Partners entered into a stockholdgreement with us as part of the transaction &wdraceived the right to appoint two
additional directors to our existing Board of Di@rs.
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To satisfy any working capital adjustment and ptéimdemnification claims that may arise, $20lmii of purchase consideration has
been placed in escrow, including approximately $Million in cash and approximately 415 thousarares of common stock, determined
based on the closing price of $12.44 on the dayr poi the transaction. The indemnification clainesipd will terminate on July 15, 2013. At
May 31, 2012, we have $2.5 million of receivabliated to the working capital adjustment recordedsasow receivable on the balance st
Such receivable is the subject of ongoing negotidietween the parties and there can be no assuitamitl be realized.

Investment in Microsulis Medical Ltd

On March 22, 2012, we established a strategicioalstiip with Microsulis Medical Ltd., a U.K.-basedmpany specializing in
minimally-invasive microwave ablation technology fbe coagulation of soft tissue with systems irrertban 80 hospitals worldwide.

The relationship includes a $5 million investmanMicrosulis through the purchase of senior pref@stock, representing a 14.3%
ownership position, exclusive distribution rightsmharket and sell their microwave ablation systémadl markets outside the United States
from May 2012 through December 2013, and an exaugption to purchase at any time until SeptemBef213, substantially all of the
global assets of Microsulis Medical, Ltd. This eeen accounted for as a cost method investment$J neillion investment is included in
intangible assets and other non-current assetseobalance sheet at May 31, 2012. Fees relatduistoransaction of approximately $604
thousand are included in “Acquisition and othemi¢e net” in the income statement for fiscal 2012.

Regulatory Matters

On January 24, 2011 we received a Warning Lettenfthe U.S. Food and Drug Administration, or FDAcbnnection with our
marketing of the NanoKnifé System. In the Warnirggter the FDA states that certain statements we=piadiuding those on our company
website, promote the use of the NanoKnife Systeyoe its currently cleared indications. Upon reteijthe Warning Letter, we promptly
responded to FDA and completed corrective and pitetige actions to address the matters raised. &leve the matters raised by the FDA
in the Warning Letter are fully resolved.

On May 27, 2011, we received a Warning Letter ftbmFDA in connection with its inspection of our&gmsbury, NY manufacturing
facility. In the Warning Letter, the FDA cited de@ncies in the response letter we provided FDAgi@ng to the inspection that occurred
from January 4 through January 13, 2011. The dgfaes related to our internal procedures for naddievice reporting, corrections and
removals and complaint handling. We respondedddMarning Letter and completed corrective and préve actions to address the
observations noted.

On February 10, 2012, we received from the FDA mrF483, List of Investigational Observations, imnection with its inspection of
our Queensbury facility from November 14, 2011 thylo February 10, 2012. The Form 483 contained $2mations related to, among other
things, our CAPA (Corrective and Preventive Actisgstem, MDR (Medical Device Reporting), complaimtestigation, corrections and
removals, acceptance criteria and training. Sonteebbservations contained in the Form 483 weareakobservations from the May 27,
2011 Warning Letter.

On February 13, 2012, we received from the FDA mrF483 in connection with its inspection of our faant facility from January 12,
2012 through February 13, 2012. The Form 483 coeth6 observations related to, among other thimgsCAPA system, design controls,
risk management and training.

We have developed a comprehensive Quality CalldiioA Program to review and augment our Quality Mgment Systems at our
Queensbury facility, and we have implemented nuneeroeasures outlined in that plan. When we iniliéite program in early December
2011, we engaged a team of external regulatory and
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quality experts and reallocated a significant nundfengineering and product development resoucaspport this corporate initiative. In
fiscal 2012, we incurred $2.3 million in costs asated with the Quality Call to Action Program.

We provided responses to FDA within 15 business @diur receipt of the Form 483s and we will coné to work closely with FDA
to resolve any outstanding issues. Until the iteansed in the Warning Letters and during the re@espgections are corrected, we may be
subject to additional regulatory action by the Fixfgluding the issuance of warning letters, injumct seizure or recall of products,
imposition of fines or penalties or operating nesiwns on our facilities. Such actions could sfiaintly disrupt our ongoing business and
operations and have a material adverse impact ofir@ncial position and operating results.

In May 2011, we submitted to FDA an application &orInvestigational Device Exemption for a clinit@l to study the use of
NanoKnife in the treatment of pancreatic cancedune 2012, we submitted an amendment to our a@piplicto address matters raised
FDA in the course of their review of the applicatiand to propose an expanded and enhanced codfn@ledomized trial protocol. In August
2012, we received a disapproval letter from FDAuesiing additional information and certain protocimhnges. We intend to continue to
work with FDA to address the matters raised inAhgust letter.

CEO and Executive Transitions

On June 13, 2011, we entered into a Separationefsggat with Johannes C. Keltjens, our then Pres@ettChief Executive Officer
that provided, among other things, for a lump saynpent in the amount of $930,811 and continuatfdmealth benefits for a period of up to
24 months. Total expenses of $1.0 million assodiatigh this Separation Agreement were includedAnduisition and other items, net” in
our fiscal 2012 Statement of Operations. JosepB&Vivo commenced employment on September 7, 20President and Chief Executive
Officer. During the transition period, Scott J. &b, Senior Vice President and Chief Technologyc®iff assumed the duties of Interim Chief
Executive Officer. Mr. Solano resigned from Angiaizynics, effective October, 14, 2011. Expenses 86%Bousand for the relocation of
new CEO and $968 thousand of expenses for transitiothe executive management team are includefidquisition and other items, net”
in our fiscal 2012 Statement of Operations. Exeeutiansition costs of $772 thousand were incuimdiscal 2011.

Expiration of our Distribution Agreement Amendmerfior LC Bead

The Supply and Distribution Agreement with Biocorilples UK Limited, which granted us exclusive distition rights to LC Beads in
the United States, expired on December 31, 2011Bé&& sales were $21.3 million, $28.3 million a2@.8 million in fiscal 2012, 2011 and
2010, respectively which represented 9%, 13% afd dbtotal sales for each of the fiscal years.

Amendment of AngioDynamics’ 2004 Stock and Incemtidward Plan

On October 5, 2011, we amended the 2004 Stockrarahtive Award Plan to increase the maximum numbshares of our common
stock with respect to which stock options may kenggd during any calendar year to any one emplfyge® 200,000 shares to 500,000
shares.

Share Repurchase Program

On October 5, 2011, our Board of Directors autteatithe repurchase of up to $20 million of our comratwock, prior to May 31, 2012.
In fiscal 2012, we purchased 142,305 shares asteof@pproximately $2.1 million.

Closure of UK facility

During the first fiscal quarter of 2012, we made ttecision to close our Cambridge, UK facility arahsfer the production of lasers to
our Queensbury, NY facility. We subsequently exazhthe date for closing the facility and movingelasanufacturing from December 2011
to December 2012. We estimate the total cost sffinject will be approximately $3.4 million. Theatement of operations for fiscal 2012
includes $1.8 million in associated costs whicm@uded in “Acquisition and other items, net”.

4
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Centros

On August 13, 2007, we entered into a Distributdanufacturing and Purchase Option Agreement (Abeeement”) with a company
to acquire the exclusive worldwide rights to matiiee and distribute a split tip catheter for thedybis market we named Centr®s . The
Agreement included the option to purchase certatigllectual property associated with these prodinctse future. Under this Agreement, we
paid royalties on net sales of the products covarglde Agreement. In accordance with the Agreemaatprepaid $3.0 million of royalties
based upon the achievement of certain milestonellad 31, 2011, based on lower than anticipateessadsults, we reduced the prepaid
royalties to net realizable value which resultedmnimpairment loss of $2.3 million recorded in tisition and other items, neiti our fiscal
2011 income statement. The remaining balance o3 $88 was included in the caption “Prepaid Royslt@n the balance sheet as of May
2011, to be credited against future royalties dluéugust 2011, we sold both the tangible and igifale assets associated with the Centros
product, resulting in a gain of $201 thousand wligcimcluded in “Acquisition and other items, net'the income statement for fiscal 2012
and the elimination of all related “Prepaid Roya#ti on the balance sheet as of May 31, 2012.

(b) Narrative Description of Business
General

Prior to fiscal 2011, we reported our results ofm@pions as three reportable segments: Periphasdar, Access and
Oncology/Surgery. At the beginning of fiscal 20t combined our Peripheral Vascular and Accessrtaiple segments into a single
reportable segment named the Vascular segmentVaseular segment, under the direction of a gemaealager, is responsible for products
targeting the venous intervention, dialysis accessmbus management and peripheral disease mam@tsas dedicated research and
development and sales and marketing personnelnesitg it. The Oncology/Surgery segment, undedirextion of a general manager, is
responsible for RF and microwave ablation, embtbra NanoKnife and Habi® product lines and hasacidd research and development
and sales and marketing personnel assigned to it.

Our principal competitive advantages are our deditanarket focus, established brands and innovptiegucts. We believe our
dedicated focus enhances patient care and engdogelty among our customers. As a provider ofivgational devices for over two
decades, we believe we have established AngioDysammiands as premium performance products. Waltothte frequently with leading
interventional physicians in developing our proguantd rely on these relationships to further supmar brands.

In January 2007, we completed the acquisition di/ARMedical Systems, Inc., or RITA, which establidhaur position, we believe, as
the only company focused on minimally-invasive tme@nts for cancer patients with an emphasis omgtbeing segment of interventional
oncology. The acquisition created a diversified ima@dechnology company with a broad line of accdsagnostic and therapeutic products
that enable interventional physicians and surgémmreat vascular disease and cancerous tumoesvémitional oncology continues to be a
large and growing market. In addition, in May 20G8 acquired the Nanoknife ablation system whiatbimplementary to our diverse
offering of local oncology therapies, including rketrleading RFA systems and Habib Sealer resedgoites. In June 2008, we completed
the acquisition of certain U.S. and U.K. assetBiofmed, Inc. With this acquisition, we substanyiatrengthened our position in the market
for the treatment of varicose veins. The combimatibendovenous laser products with our existingows product line provides us with a
comprehensive venous product offering. In Janu@892we acquired certain assets of FlowMedica, pnaviding us with the Benepkit
product line, a therapeutic approach to delivegdrdirectly to the kidneys in order to prevent &edt acute kidney injury, in the emerging
field of Targeted Renal Therapy. On March 22, 204 established a strategic relationship with Msals Medical Ltd., a U.K. based
company specializing in minimallyrwasive microwave ablation technology. In May 2042 completed the acquisition of Navilyst, pronig
us with entry into the fluid management businegh wimarket leading product line and significamthhancing our presence in the vascular
access market.
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We sell our broad line of quality devices in theitdd States through a direct sales force and iatemally through a combination of
direct sales and distributor relationships. We suppur customers and sales organization with &etisng staff that includes product
managers, customer service representatives andratirketing specialists. Our dedicated sales fayomying portfolio of products and
acquisitions have contributed to our strong satesvth.

Products

Our product offerings fall within two product grdangs, which are paralleled by our organizationalcure of two Divisions (e.g.
reportable segments)—Vascular and Oncology/Surgery.

All products discussed below have been cleareddtw in the United States by the FDA.

We have registered a number of marks with the Bafent and Trademark Office, including Pulse*SpM@RPHEUS CT;
EVENMORE; ABSCESSION; TOTAL ABSCESSION; SPEEDLYSHRYDROTIP; MEMORY TIP; SOS OMNI; StarBurst LifeJegircle
C; Vortex; LifeGuard; NeoStar; LifeValve; DuraMaSmartPort; Profiler; VenaCure EVLT; NanoKnife; Behd; SOFT-VU; Workhorse;
Accu-Vu; Tre-Sheath, Durathane; NeverTouch; Smadlé&; Truimph 1; Optiguide; Spotlight OPS; EVLT; &Pak; Nit Vu; Rita;
Fluoromax; LifePort; Infuse-A-Port; Angio-Sac; Exad Flexcil; Morse; Namic; PASV, Perceptor; ProtttStation; SOS; Squeeze Contrast
Controller; Vaxcel; and Xcela.

This annual report on Form 10-K also contains tnaaldés of companies other than AngioDynamics.

VASCULAR

The Vascular Division manages our Fluid Manageméahous, Angiographic, PTA, Drainage, Thrombolyliaygeted Renal Therapy,
Micro Access Kits, Dialysis, PICC and Port prodlirces.

Fluid Managemen

As part of the Navilyst acquisition, our productesing now includes the NAMI®@ Fluid Management falib. Since 1969, the
NAMIC product line has been the leader in providatigicians high quality, dependable devices thaphin the diagnosis and treatment
Cardiovascular and Peripheral Vascular disease NRMIC product line includes an extensive offerioigmanifolds, contrast management
systems, closed fluid systems, guidewires, disgedadnsducers and interventional accessories.€ltiegices are utilized together and allow
clinicians to aspirate or inject contrast, salimemove waste and monitor invasive blood pressimresitthout the procedure.

We manufacture Convenience kits for customers, lviricorporate the NAMIC devices they need for tipeacedures.

* NAMIC Squeeze Contrast Control®— Designed to help labs minimize the amount of izmttwasted, the Squeeze Contrast
Controller contrast management system containotvesway check valves that prevent cross contanoinaii the contrast source,
flexible chamber and unique green ball fluid lewelicator.

» Perceptor® Manifold and Compensator™ ManifoldProvides clinicians a manifold with an integralnsducer and allows for
single operator re-zeroing during the proceduré¢hénsterile field. The Perceptor Manifold must aémat heart level during
pressure readings, while the Compensator utilizemgpensating line, which allows the user to mdwerhanifold during pressure
readings

» Protection Statioi® and Protection Statiofi PlusProvides clinicians an OSHA-compliant closed esysthat helps minimize
exposure to blood borne pathogens and simplifieasand clean up during a procedt

6
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* Saver-7™ and Acceler-8™ Angiographic Control Syesig NEW 7 mL and 8 mL Angiographic Control syringkattprovide
clinicians a small barrel designed to require fesse during injection of contrast through a 4Ft@aér and to provide smoother
aspiration and injectiot

Venous Products

An important part of our focus on the peripheraatdar disease market is the treatment of varigeses. With an estimated one-half of
all Americans older than age 50 suffering from e@se veins, the market for this treatment is lange growing.

Our venous products consist of our VenaCure E¥YLBelaystem and Sotradeéol

Our VenaCure EVLT laser system products are useddivvascular laser procedures to treat superfieiabus disease (varicose veins).
Superficial venous disease is a malfunction of anmore valves in the leg veins whereby blood sefhior does not return to the heart. These
procedures are a less invasive alternative to steipping for the treatment of this condition. Veaitnipping is a lengthy, painful and traumatic
surgical procedure that involves significant patietovery time. In contrast, venous laser treatrisean outpatient procedure that generally
allows the patient to quickly return to normal aittes with minimal post-operative pain.

With our VenaCure EVLT laser system, laser enesgysied to stop the reflux by ablating, or collagsind destroying, the affected v«
The body subsequently reutes the blood to other healthy veins. Our préslace sold as a system that includes diode lasdnare with ou
family of disposable laser fiber components, tragnand marketing materials. The disposable compsrieithe system include a laser fiber
system featuring our NeverTouéh gold-tip technolagyaccess sheath, access wires and needlestoteelpre kits come in a variety of
lengths and configurations to accommodate vari¢giémaanatomies. In fiscal 2011, we expanded oura@ure EVLT portfolio by launching
a new laser with a 1470 nanometer wavelength. Whislength allows customers to more efficientlythiba vein wall using lower power
settings thereby reducing the risk of collaterahdge.

SotradecoP (sodium tetradecyl sulfate injectiord sclerosing drug that is approved by the FDA.iktt®duced it in November 2005
and it has been shown to be an effective treatwfestnall, uncomplicated varicose veins of the loaremities that show simple dilation
with competent valves. The benefit-to-risk ratiosll be considered in selected patients who ara grergical risks.

Angiographic Products and Accessories

Angiographic products and accessories are usedglunitually every peripheral vascular interventibprocedure. These products
permit interventional physicians to reach targétedtions within the vascular system to delivertcast media for visualization purposes and
therapeutic agents and devices, such as PTA balldomgiographic products consist primarily of arggagphic catheters, but also include e
needles and guidewires specifically designed foipperal interventions and fluid management prosluct

We manufacture angiographic catheters and guidewlia are available in more than 500 tip confijares and lengths.

» Soft-Vu® Our proprietary Soft-Vu angiographic catheter tetbgy incorporates a soft, atraumatic tip thatasily visualized
under fluoroscopy

* AngiOptic™. The AngiOptic catheter line is distinguished frother catheters because the entire instrument idyhigsible under
fluoroscopy.

* Accl-Vu® .The Accu-Vu angiographic catheter is a highly isjlaccurate sizing catheter used to determinéetigth and
diameter of a vessel for endovascular proceduresuA/u provides a soft, highly radiopaque tip watkhoice of platinum
radiopaque marker patterns along the shaft formegthvisibility and accurac

7
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* Mariner ™. The Mariner catheter is a hydrophilic-coated aggaphic catheter. It uses our patented Soft-Viatat technology to
deliver contrast media to anatomy that is diffidolreach. The advanced hydrophilic coating teampkignificantly reduces
catheter surface friction, providing smoother natiign through challenging vasculature with optitmahdling and contro

 AQUA Liner®. The AQUA Liner guidewire is a technologically adead guidewire. It is used to provide access taaift-to-
reach locations in interventional procedures réqgia highly lubricious wire. The AQUA Liner guidée incorporates proprieta
advanced coating technology that allows frictiosleavigation

PTA Products

PTA (percutaneous transluminal angioplasty) prooeslare used to open blocked blood vessels argbsidialccess sites using a catheter
that has a balloon at its tip. When the ballooinfiated, the pressure flattens the blockage ag#iesvessel wall to improve blood flow. PTA
is now the most common method for opening a bloclesdel in the heart, legs, kidneys, or arms.

Our PTA dilation balloon catheters include:

*  WorkHorse®? The WorkHorse product is a high-pressure, low-pepfioneompliant balloon catheter offered in 54 configimas.
While the WorkHorse can perform other peripherahfocedures, we believe the device is used prigntoi treating obstructed
dialysis access site

 WorkHorse® Il. The WorkHorse 1l balloon is a high-pressure, lprafile, non-compliant PTA balloon catheter. Thisghuct is an
extension to our WorkHorse PTA catheter, with emean/orkHorse features to improve product performeaturing declotting
procedures for dialysis access si

» Profiler ®. The Profiler balloon catheter is a high-pressiae;profile, non-compliant, high-visibility balloocatheter that features
a soft, radiopaque, tapered tip and a flexible -kioking catheter shaft with exceptional pushapilithe low profile of the Profiler
opens access to small vessels and tortuous anaodnig available with multiple balloon sizes antheter lengths

Drainage Products

Drainage products percutaneously drain abscessiesther fluid pockets. An abscess is a tendernméid mass that typically must be
drained by a physician.

Our line of drainage products, The Total AbscessiBamily of Drainage Catheters, consists of our Tatescession General, Biliary,
and Nephrostomy drainage catheters. These prothattge our proprietary soft shaft with Blue Shkinigh for a more comfortable patient
fit. The kink-resistant shaft recovers rapidly, evieseverely bent, knotted, or twisted. This istigallarly beneficial when patients roll over
and risk a potential kinking of the catheter durihgep. The thermal molded tip allows for less fingkand kinking upon insertion. Also
important is that the shaft diameter equals therimiiameter of the catheter hub to maximize flowr Qotal Abscession drainage catheters
feature a tamper-resistant locking mechanism célfied/ault® which securely fixes the pigtail andymets tampering or accidental
removal. This locking mechanism helps to preveetdiain from becoming unlocked during routine dlsas reducing a physician’s time by
avoiding a possible “redo” case, and increasingepasatisfaction by not having to repeat the pdoce. The Total Abscession catheter
permits aspiration in the locked or unlocked positihus allowing more accurate placement and greatsatility for draining complex
situations.
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Thrombolytic Products

Thrombolytic catheters are used to deliver thromtimbhgents, which are drugs that dissolve bloatsdh hemodialysis access grafts,
arteries, veins and surgical bypass grafts. Owntbolytic catheters include:

e Pulse*Spray® Infusion Catheters and Uni*Fuse thrombolytic catretOur Pulse*Spray and Uni*Fuse catheters improve the
delivery of thrombolytic agents by providing a cafied, forceful and uniform dispersion. Patentki$ ®n the infusion catheter
operate like tiny valves for an even distributidritbombolytic agents. These slits reduce the arhotithrombolytic agents
required and the time necessary for these procedgsulting in cost savings and improved patiafety.

» SpeedLyse?. Our SpeedLyser thrombolytic catheter is usedeliver thrombolytic agents into obstructed dialygiafts. This
catheter featurePulse*Sprayslit technology that simplifies catheter inserteond drug delivery

Targeted Renal Therapy

With the acquisition of certain assets of FlowMedin January 12, 2009, we purchased the Beneplatdupr line, a therapeutic
approach to deliver drugs directly to the kidneysiider to prevent and treat acute kidney injusm&phit is representative of the emerging
field of Targeted Renal Therapy, which is the defywof therapeutic agents directly to the kidneigsthie renal arteries as an alternative to the
standard delivery method of systemic intravenous ififusion to address kidney dysfunction relatedthumber of conditions, including
cardiovascular, endovascular, surgical procedurdsiegseases.

Micro Access

Our micro access sets provide interventional pligisgca smaller introducer system for minimally-isive procedures. Our Micro
Access product line provides physicians with thenseto build a custom set from the wide selectioroafigurations available, including
four wires in two different lengths, seven needgitians and three sheath dilator options.

Dialysis Products

We market a complete line of dialysis products firavide short and lonterm vascular access for dialysis patients. Dialyai cleanin
of the blood, is necessary in conditions such asea@nal failure, chronic renal failure and erafgstrenal disease (ESRD).

We currently offer a wide variety of dialysis catirs, including:

» DuraMax®. The DuraMax catheter is a stepped-tip cathetsigded to improve ease of use, dialysis efficiesuegt overall patient
outcomes

» Schon™. The Schon chronic dialysis catheter is designdzktself-retaining, deliver high flow rates andyide patient comfort.
The Schon catheter is for Ic-term use

» Evenmore®. The Evenmore chronic dialysis catheter is a lowfi@oend-hole catheter designed to provide vefigieht dialysis.
It was designed for long-term use with our proprigtDurathan@ shaft, which offers high resistance to chemicaégus clean th
insertion site

* Vaxcel® PlusThe tapered Carbothafte Material Catheter Extrusidfaxcel® Plus Dialysis Catheter is an alcoholstsit
material designed to provide biocompatibility, chiligy, flexibility and ease of care. It is desighto facilitate placement, improve
kink resistance and reduce the need for cathetaipmlation and replacemer
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Dura-Flow 2™ .The Dura-Flow 2 chronic dialysis catheter is des@jto be durable, maximize flow rates and proviateshsier
care and site maintenance. The [-Flow chronic dialysis catheter is for lc-term use

SCHON XL® The SCHON XL acute dialysis catheter is designdokt&ink resistant, deliver high flow rates, offersatile
positioning and provide patient comfort. SCHON XLfor shor-term use

Image-Guided Vascular Access

Imageguided vascular access, or IGVA, involves the dslsanced imaging equipment to guide the placemicatheters that delivi
primarily shortterm drug therapies, such as chemotherapeutic @gadtantibiotics, into the central venous systeaiivery to the circulator
system allows drugs to mix with a large volume lold as compared to intravenous drug delivery answuperficial vessel. IGVA procedures
include the placement of peripherally inserted @matheter, or PICC lines, implantable ports eitral venous catheters, or CVCs.

PICC Products
Our PICC products include:

Morpheus® CT PICC and Morpheu® CT PICC Insertion Kit.May 2006, we introduced our insertion kit, whialfows our
Morpheus CT PICC to be inserted at a patient’s idedastead of in the hospital radiology suite. Kitevas specifically designed
for interventional radiologists, nurse practitiongshysician assistants and radiology techniciams perform placement of PICC
lines. These PICC lines provide short or long-tpetipheral access to the central venous systeintfawvenous therapy and blood
sampling. These products are intended for use @ftlinjectors, allowing physicians to use the ergtiPICC for both medications
and CT imaging, thus avoiding the need for an @mithl access sitt

Morpheus® Smart PICCThe Morpheus Triple Lumen Smart PICC, the nextetmh of our Morpheus CT PICC line, gives
practitioners the increased flexibility to both adister medications and perform power injectionsaftrast media for CT
imaging using one PICC line. The Morpheus Smart@®i€atures Smart Tap&r technology to improve blbma and reduce the
risk of thrombosis while reducing leakage arouralitisertion site

Xcela PICC with PASV Valve Technolc The only power injectable PICC to incorporate RAS/alve Technology, the Xcela
PICC with PASV® Valve Technology is designed to provide a high degf safety, ease and confidence in patient éaheancec
features such as large lumen diameters allow thedaX®cPICC with PAS\® Valve Technology to deliver ghewer injection flow
rates required for contrast-enhanced CTs compatittteup to 325 psi CT injections. The PASV Valvechnology design
automatically resists backflow, reducing bloodugfthat could lead to cathe-related complication

Xcela Power Injectible PICCThe Xcela Power Injectable PICC, with fundament&l®requirements as its foundation, is also
designed to deliver low rates required for suceggsintrast-enhanced CTs. Advanced features suldrgeslumen diameters,
reverse tapered catheter body and radiopacityesiged to augment catheter performance, from tatpacement to care and
maintenance

Xcela PICC Hybrid with PASV Valve Technol. The Xcela Hybrid PICC is the first and only triplenen PICC with two valved
lumens incorporating our proprietary PASV Valve Rieglogy and a dedicated non-valved lumen for pee€¥¢P monitoring.
With this innovative design, we now have one cahptoviding the benefits of tw:

Vaxcel PICC with PASV Valve Technologke Vaxcel PASV PICC is our non-power rated PICferifig with the PASV
Technology. This PICC allows patients to benefitirthe PASV technology though Power CT is not negflifor treatment. The
PASV Valve Technology is designed to automaticedlsist backflow into the cathett
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Port Products

Ports are implantable devices utilized for the @@ntenous administration of a variety of medit¢edrapies and for blood sampling and
diagnostic purposes. Central venous access faeditamore systemic delivery of treatment ageritdevmitigating certain harsh side effects
of certain treatment protocols and eliminatingtieed for repeated access to peripheral veins. Démenpon needle gauge size and the port
size, a port can be utilized for up to approximaDO00 accesses once implanted in the body. Ots pee used primarily in systemic or
regional short and long-term cancer treatment pratothat require frequent infusions of highly cenizated or toxic medications (such as
chemotherapy agents, antibiotics or analgesicsfragdent blood samplings.

Our port products and accessories include:

« Vortex® .Our Vortex port technology line of ports is a clélakv port technology that, we believe, revolutiogizport design. Wit
its rounded chamber, the Vortex port is designdthice no sludge-harboring corners or dead spabéspfoduct line consists of
the following titanium, plastic and dual-lumen affegs within its family of products: (i) Vortex VXji) Vortex TR; (iii) Vortex
LP; and (iv) Vortex MP

* SmartPort® The Smart Port powenjectable port with Vortex technology offers thaildy for a clinician to access a vein for bt
the delivery of medications or fluids and for adisiering power-injected contrast to perform a Coteguromography (CT) scan.
The ability to access a port for power-injectedtcast studies eliminates the need for additionabiesticks in the patient’s arm
and wrist veins. Once implanted, repeated accetb®tbloodstream can be accomplished with greatss and less discomfort. (
Smart Port is now available in mini and -profiles to accommodate more patient anaton

* Vaxcel® Implantable Port&/axcel® Implantable Ports are available in a choicport design: titanium or polysulfone port body
material; silicone or polyurethane thin wall cadratonstruction. An option of Mini and StandardtRmrdy designs provides an
excellent match to varying clinical requiremet

» Xcela®Power Injectible Ports. OuXcela® Power Injectable Ports offer choices in port sisign and material to best suit a w
variety of patient need

. Plasti—Light weight for patient comfort and provides rdduence for improved imagin

. Hybrid of Plastic and Titaniu—Combines the light weight and radiolucence of jdasith the durability of titanium
. Standard Titaniu—Offers a small footprint without compromising septsize for ease of acce:

. Low Profile Titaniun—Offers the smallest footprint, providing increagadient comfort and options for placeme

. Dual Lumen Plast—Designed to deliver supportive therapi

* Vaxcel® Implantaable Ports with PASY Valve Technology. Mexcel® Port with PAS\® Valve has shown demonstrated
results in clinical and economic outcomes. Porte WASV® Valve Technology have shown significantuetibns in inadequate
blood draws and occlusion in clinical studies. PRSV ® Valve is a proximally located valve in the pbody, designed to
automatically close after infusion, disconnectioraspiration, and remain closed during normal pnessAn advantage of the
PASV @ Valve Technology is a proximally located, diien-specific valve that is designed to resist backfiowd maintain patenc
between use:

» LifeGuard™. The LifeGuard Safety Infusion Set and The LifeGudision are used to infuse our ports and compleranport
and vascular access catheters. The ne' low profile design is intended to allow cliniciattseasily dress the sit
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Our central venous catheter products include:

» Neostar®. Our Neostar Tunneled Central Venous Catheteraramng the most well known and trusted names imetats. The
central venous catheters are intended for long-t@scular access, suitable for chemotherapy, iofusf intravenous fluids or
drugs, parenteral nutrition, transfusion or sangphiood products. Configurations include singleylgle and triple lumen, one-
piece Y-hubs for mirror smooth transition points and corntmleay availability

ONCOLOGY/SURGERY

Our Oncology/Surgery Division includes our Radigirency Ablation (RFA), embolization and NanoKnifeguct lines. This division
also includes the microwave ablation technologydpots obtained through the strategic relationshtpl#ished with Microsulis Medical Ltd.
and sold by us internationally.

Radiofrequency Ablation Products

Radiofrequency Ablation (RFA) products use radigfrency energy to provide a minimally invasive apgtoto ablating solid
cancerous or benign tumors. Our system deliveiisfreguency energy to raise the temperature o @dbve 4%0°C, causing cellular dea:

The physician inserts the disposable needle eldetdevice into the targeted body tissue, typicafiger ultrasound, computed
tomography or magnetic resonance imaging guida@oee the device is inserted, pushing on the hasfdlee device causes a group of
curved wires to be deployed from the tip of thettzde. When the power is turned on, these wirégataadiofrequency energy throughout
the tumor. In addition, temperature sensors onifiseof the wires measure tissue temperature throwigthe procedure.

During the procedure, our system automatically stdjthe amount of energy delivered in order to taairthe temperature necessary to
ablate the targeted tissue. For a typical 5cm mlplatsing our StarBurst  Xli-enhanced disposablaeatg\the ablation process takes
approximately ten minutes. When the ablation is glete, pulling back on the handle of the devicesesithe curved wire array to be retra
into the device so it can be removed from the body.

The RFA system consists of a radiofrequency geoeeatd a family of disposable devices. We also etathe Habil® 4X® resection
device under a distribution agreement with EMcidigmited. In addition to the intra-operative (opsurgery) device Habib 4X,
AngioDynamics markets a minimally-invasive versaftthe Habib 4X device, a Laparoscopic 4X unit, ehis used in minimally invasive
laparoscopic surgery (MILS) procedures in surgspacialties such as: Hepato-Biliary, Gl, Surgicat@ogy, Transplant Surgery and
Urology (Partial Nephrectomy Resections). It i:icially indicated to assist in coagulation of tisgluring intraoperative and laparoscopic
procedures.
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Product Name Description
Disposable Electrodes StarBurst® Creates a scalabl-3cm ablation
StarBurst XL Creates a scalabl-5cm ablation
StarBurst Sen-Flex Creates a scalabl-5cm ablation and has a partially flexible sh
StarBurst SDE Creates a 2cm ablation, via a «-deployed arra:
StarBurst MRI Creates a-5 cm ablation and is compatible with MF
StarBurst Xli-enhanced Creates a scalable 4-7cm ablation. Requires arssmgeinfusion pump for

irrigation of saline. Attached tubing stande
StarBurst Xli-enhanced Creates a scalable 4-7cm ablation. A portion ofstedt is flexible and can
Semi-Flex bend up to 90 degrees in all directions. Requireacaessory infusion pump
for irrigation of saline. Attached tubing stande
Creates a scalable 1-4cm ablation. Requires arssageinfusion pump for

StarBurst Talon: Straigt irrigation of saline
StarBurst Talon: Creates a scalable 1-4cm ablation. Requires arssmgeinfusion pump for
Semi-Flex irrigation of saline. A portion of the shaft isxible and can bend up to 90
degrees in all direction
Resection Device Habib®4X Surgical resection devic
Generators: Model 1500X RF Generatt 250 Watt Capable Generator with F-Software Upgradeability

NanoKnife ® Ablation System Products

The NanoKnife® Ablation System is for the surgidalladion of soft tissue. The NanoKnife Ablation Systutilizes low energy direct
current electrical pulses to permanently open pioréarget cell membranes. These permanent porearar-scale defects in the cell
membranes result in cell death. The treated tisstieen removed by the body’s natural processesnratter of weeks, mimicking natural cell
death. Unlike other ablation technologies, Nano&wiblation System does not achieve tissue ablatsimg thermal energy.

The Nanoknife Ablation System consists of two mamponents: a Low Energy Direct Current, or LEDénh&rator and needle-like
electrode probes. Up to six (6) electrode probesbesplaced into or around the targeted soft tisSmee the probes are in place, the user
enters the appropriate parameters for voltage, eumipulses, interval between pulses, and theegdalggth into the generator user
interface. The generator then delivers a seriehoft electric pulses between each electrode piidimenergy delivery is hyperechoic and
be monitored under real-time ultrasound.

Microwave Ablation Products

Outside of the US, we are the worldwide distribdtarthe Microsulis Acculis Microwave system. Thedulis system operates at
2.45GHz and creates robust ablations in soft tisEne system includes the SuligNrA generator avariaty of disposable microwave
applicators.

Embolization Products
We recently launched the Emba@rc Microcatheter amar@r™ Guidewire

« The Embar® Microcatheter is intended for use inlbwessels and superselective anatomy during distgmand interventional
procedures in the peripheral vasculature. The Ecninégrocatheter has been engineered for performi

. Multilayer braided construction with 1,000 psi icii@n rating
. Ultra-durable GLYCE™ hydrophilic coatir
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. Over molded strain relief to reduce kinki
. Platinum iridium radi-opaque lumen and RO marker for high visibility unfiigoroscopy.

* The Charter™ Guidewire is intended for use in cargrand peripheral vasculature. Charter Guidewfiier® precise torque
control and resists deformation, to support diataless through tortuous anatot

Research & Development

Our growth depends in large part on the continuotisduction of new and innovative products, togetiwith ongoing enhancements to
our existing products, through internal productelegment, technology licensing and strategic atken We recognize the importance of, and
intend to continue to make investments in, reseanthdevelopment. For fiscal 2012, 2011 and 20a0research and development (“R&D")
expenditures were $20.5 million, $21.4 million &19.3 million, respectively, and constituted 9.28% and 8.9%, respectively, of net
sales. R&D expenses include costs to develop nedugts, enhance existing products, validate neweahanced products, and manage
clinical, regulatory and medical affairs and ouelkectual property.

Our research and product development teams wosklglavith our sales force to incorporate custoreedback into our development
and design process. We believe that we have aamuiamong interventional physicians as a strargner for product development because
of our tradition of close physician collaboratigiedicated market focus, responsiveness and exaaafabilities for product development
and commercialization.

Competition

We encounter significant competition across oudpob lines and in each market in which our prodacgéssold. These markets are
characterized by rapid change resulting from teldgical advances and scientific discoveries. We fe@mpetitors ranging from large
manufacturers with multiple business lines to smehufacturers that offer a limited selection afdarcts.

In addition, we compete with providers of other matitherapies, such as pharmaceutical compatiasntay offer non-surgical
therapies for conditions that currently, or in thure, may be treated using our products. Our @rynalevice competitors include: Boston
Scientific Corporation; Cook Medical; Cordis Corption, a subsidiary of Johnson & Johnson, Inc.;.®&d; Medical Components, Inc., or
Medcomp; Arrow International, a subsidiary of TdeFMedical; Smith’'s Medical, a subsidiary of SnsitBroup plc; Vascular Solutions;
Covidien subsidiaries (Kendall, VNUS, EV3) and Mdviedical.

Many of our competitors have substantially grefiteancial, technological, research and developnregulatory, marketing, sales and
personnel resources than we do. Competitors mayhalge greater experience in developing produbtsiming regulatory approvals, and
manufacturing and marketing such products. Addéllgn competitors may obtain patent protectionegulatory approval or clearance, or
achieve product commercialization before us, anylith could materially adversely affect us.

We believe that our products compete primarilytmnltasis of their quality, clinical outcomes, eafsese, reliability, physician
familiarity and cost-effectiveness. Generally, puwducts are sold at higher prices than those n€ompetitors. In the current environment of
managed care, which is characterized by econominaidtivated buyers, consolidation among health papgiders, increased competition
declining reimbursement rates, we have been incrgigsequired to compete on the basis of price.Wkeve that our continued competitive
success will depend upon our ability to developaiuire scientifically advanced technology, apply ®chnology cost-effectively across
product lines and markets, develop or acquire petany products, attract and retain skilled develept personnel, obtain patent or other
protection for our products, obtain required retpripand reimbursement approvals, manufacture aodessfully market our products either
directly or through outside parties and maintaifiicgient inventory to meet customer demand.
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Sales and Marketing

We focus our sales and marketing efforts on inteleeal radiologists, interventional cardiologistascular surgeons, and interventic
and surgical oncologists. There are more than 51@i@@ventional radiologists, 5,000 interventionatdiologists, 2,000 vascular surgeons,
2,000 interventional and surgical oncologists i thnited States.

Backlog
Historically, we ship 95% of products within 48 mewf receipt of the orders, and accordingly owkbay is not significant.

Manufacturing

We manufacture certain proprietary components aodyets and assemble, inspect, test and packadaisived products. By
designing and manufacturing many of our produamfraw materials, and assembling and testing duaissemblies and products, we beli
that we are able to maintain better quality congakure compliance with applicable regulatory déads and our internal specifications, and
limit outside access to our proprietary technoldye have custom-designed proprietary manufactantyprocessing equipment and have
developed proprietary enhancements for existingyortion machinery.

Raw materials and sub-assemblies used in the matnegaof our products are purchased from a largeb®u of suppliers in diverse
geographic locations. Changes in economic conditeord related risks in materials, particularly risetand plastic resins, can have a
significant impact on access, availability and ltetsst of producing certain products. Fluctuationmargins may be experienced if these cost
cannot be effectively mitigated through or capturethe price of the products.

Many of our products are manufactured at singlatioas, and the availability of alternate faciktis limited based on factors including
but not limited to: quality, supply-chain risk, tbeéimes and overall cost-effectiveness. If an eweurs that results in damage to one or more
of our facilities, we may not be able to timely méacture the relevant products at previous levelst all. Similarly, if we experience delays
or cancellations in shipments of raw materials by suppliers, we may not be able to timely manufecthe affected products at previous
levels or at all. Furthermore, in the event of sraiption in our supply of certain components orariats, the increasing requirements of the
FDA and other regulatory authorities regardingrtienufacture of our products, could delay or othseviimpair our ability to establish
additional or replacement sources for these comuereg materials on a timely basis. A reductioinéerruption in manufacturing, or our
inability to secure suitable alternative sourcesa@f materials or components, could have a matada¢rse effect on our business, results of
operations and financial condition.

We own or lease 4 primary manufacturing propepiesiding capabilities which include manufacturisgyvice, engineering and
research, distribution warehouses and offices. & feaslities are registered with the FDA and hagerbcertified to ISO 13485 standards, as
well as the CMD/CAS Canadian Medical Device Regotet. ISO 13485 is a quality system standard thdéfees European Union regulatory
requirements, thus allowing us to market and sellpsoducts in European Union countries. If we wertose this certification, we would no
longer be able to sell our products in these caemtmtil we made the necessary corrections taparations or satisfactorily completed an
alternate European Union approval route that did@lg on compliance with quality system standafgr manufacturing facilities are subj
to periodic inspections by regulatory authoritie®hsure compliance with domestic and non-U.S.latory requirements. See “Government
Regulation” section of this report for additionafdrmation. We believe that the properties are ma&ied in good operating condition and are
suitable for their intended use. These sites afellasvs:

I_Mam:lfacturing Aspprg;(. Pr_lc_)perty
ocation g. Ft. ype

Glens Falls, NY 189,00( Ownec
Queensbury, NY 129,00( Ownec
Manchester, G/ 60,00( Leasel
Cambridge, U.K 10,00( Lease!
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Intellectual Property

As of May 31, 2012, we owned or had exclusive lgsnto 238 U.S. utility patents, 151 pending Utlityuapplications, and 270
foreign issued and pending utility patents. We alsm 64 U.S. registered trademarks and 59 commmiridemarks. There are currently 84
registered international trademarks and 5 penditegnational trademarks.

We believe that our success is dependent, to a &ttent, on patent protection and the propriatatyre of our technology. We intend
to continue to file and prosecute patent applicetifor our technology in jurisdictions where weidet that patent protection is effective and
advisable, generally in the United States and aiperopriate jurisdictions.

Notwithstanding the foregoing, patent positionsnefdical device companies, including our compang usicertain and involve compl
and evolving legal and factual questions. The cayersought in a patent application can be denisgyaificantly reduced either before or
after the patent is issued. Consequently, therdearo assurance that any of our pending pateticappns will result in an issued patent.
There is also no assurance that any existing ardysatent will provide significant protection @memercial advantage, or whether any
existing or future patent will be circumvented bgare basic patent, thus requiring us to obtainemée to produce and sell the product.
Generally, patent applications can be maintaineskarecy for at least 18 months after their edrpasrity date. In addition, publication of
discoveries in the scientific or patent literatofeen lags behind actual discoveries. Thereforecareot be certain that we were the first to
invent the subject matter covered by each of ondjpgy U.S. patent applications or that we weréfitise to file non-U.S. patent applications
for such subject matter.

If a third party files a patent application rel@tito an invention claimed in our patent applicatiee may be required to participate in an
interference proceeding declared by the U.S. PatsthiTrademark Office to determine who owns themaSuch proceeding could involve
substantial uncertainties and cost, even if thaes outcome is favorable to us. There can bessarance that our patents, if issued, would
be upheld as valid in court.

Third parties may claim that our products infrir@getheir patents and other intellectual propeigits. Some companies in the medical
device industry have used intellectual propertyimgement litigation to gain a competitive advamtal a competitor were to challenge our
patents, licenses or other intellectual propegits, or assert that our products infringe its piage other intellectual property rights, we could
incur substantial litigation costs, be forced tokmaxpensive changes to our product designs, kceghkts in order to continue manufacturing
and selling our products, or pay substantial damageird-party infringement claims, regardlesshafit outcome, would not only consume
our financial resources but also divert our managgia time and effort. Such claims could also caugecustomers or potential customers to
defer or limit their purchase or use of the affdgbdeoducts until resolution of the claim.

See Item 3 of this report for additional detailslitigation regarding proprietary technology.

We rely on trade secret protection for certain tepied aspects of our proprietary technology. Tlarebe no assurance that others
not independently develop or otherwise acquire tsuibglly equivalent proprietary information or keiques, that others will not gain access
to our proprietary technology or disclose such medbgy, or that we can meaningfully protect oud&aecrets. We have a policy of requiring
key employees and consultants to execute confaléptagreements upon the commencement of an emm@oyor consulting relationship
with us. Our confidentiality agreements also regj@ur employees to assign to us all rights to amgntions made or conceived during their
employment with us. We also generally require amsultants to assign to us any inventions madenguhie course of their engagement by
us. There can be no assurance, however, thatdlgesements will provide meaningful protection oequhte remedies for us in the event of
unauthorized use, transfer or disclosure of contidéinformation or inventions.
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The laws of foreign countries generally do not pcbour proprietary rights to the same extent athddaws of the United States. In
addition, we may experience more difficulty enfagciour proprietary rights in certain foreign juiittébns.

Litigation

We operate in an industry characterized by extengatent litigation. Patent litigation can resalsignificant damage awards and
injunctions that could prevent the manufacture said of affected products or result in significeoytalty payments in order to continue
selling the products. While it is not possible tedict the outcome of patent litigation inciderdour business, we believe the costs assoc
with this type of litigation could have a materd@verse impact on our consolidated results of dipes financial position, or cash flows. The
medical device industry is also susceptible toificant product liability claims. These claims miag brought by individuals seeking relief on
their own behalf or purporting to represent a clasaddition, product liability claims may be aded against us in the future based on events
we are not aware of at the present time. At angrgivme, we are involved in a number of produdiility actions. For additional information,
see both Item 3 of this report and Note O to thesobdated financial statements in this Annual Repo Form 10-K.

Government Regulation

The products we manufacture and market are sutgjgegulation by the FDA under the Federal Foodidpand Cosmetic Act, or
FDCA, and, in some instances, state authoritied@mign governments.

United States FDA Regulation

Before a new medical device can be introducedtimtanarket, a manufacturer generally must obtairketieng clearance or approval
from the FDA through either a 510(k) submissiopi@market notification) or a premarket approvallaggion, or PMA.

The 510(k) procedure is less rigorous than the Rivi¥cedure, but is available only in particular girestances. The 510(k) clearance
procedure is available only if a manufacturer cstafaish that its device is “substantially equivdllén intended use and in safety and
effectiveness to a “predicate device,” which iggallly marketed device with 510(k) clearance is€laor Il or grandfather status based upon
commercial distribution on or before May 28, 192&&er a device receives 510(k) clearance, any nicatibn that could significantly affect
its safety or effectiveness, or that would constitu major change in its intended use, requiremsna510(k) clearance or could require a PMA
approval. The 510(k) clearance procedure genetaltlys from four to 12 months from the time of sutsitn, but may take longer. In some
cases, supporting clinical data may be required. FIDA may determine that a new or modified dewvicedt substantially equivalent to a
predicate device or may require that additionadiimfation, including clinical data, be submitteddrefa determination is made, either of
which could significantly delay the introductionméw or modified device products. If a product doessatisfy the criteria of substantial
equivalence, it is placed in class Ill and premadgproval is required prior to the introductiontiot product into the market.

The PMA application procedure is more comprehersiaa the 510(k) procedure and typically takes syeears to complete. The
PMA application must be supported by scientificdevice providing pre-clinical and clinical data tilg to the safety and efficacy of the
device and must include other information aboutdéeice and its components, design, manufactutinigi@eling. The FDA will approve a
PMA application only if a reasonable assurancettiatlevice is safe and effective for its intended can be provided. As part of the PMA
application review, the FDA will inspect the manttfarer’s facilities for compliance with its Quali§ystem Regulation, or QSR. As part of
the PMA approval the FDA may place restrictiongtomdevice, such as requiring additional patietivfo-up for an indefinite period of time.
If the FDA's evaluation of the PMA application dret manufacturing facility is not favorable, the FD¥ay deny approval of the PMA
application or
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issue a “not approvable” letter. The FDA may alsguire additional clinical trials, which can detlg PMA approval process by several
years. After the PMA is approved, if significantatiyes are made to a device, its manufacturingoetitey, a PMA supplement containi
additional information must be filed for prior FDapproval.

Historically, our products have been introduced itke market using the 510(k) procedure and we haver had to use the more
rigorous PMA procedure.

The FDA clearance and approval processes for acalediévice are expensive, uncertain and lengthgrd han be no assurance that we
will be able to obtain necessary regulatory cleegaror approvals for any product on a timely basist all. Delays in receipt of or failure to
receive such clearances or approvals, the loseeofqusly received clearances or approvals, ofdtere to comply with existing or future
regulatory requirements could have a material agveffect on our business, financial condition @slilts of operations.

After a product is placed on the market, the prodnd its manufacturer are subject to pervasivecamtinuing regulation by the FDA.
The FDA enforces these requirements by inspectioihnaarket surveillance. Our suppliers also mayutgest to FDA inspection. We must
therefore continue to spend time, money and effontaintain compliance. Among other things, we nuashply with the Medical Device
Reporting regulation, which requires that manufemtreport to the FDA if their device may haveselior contributed to a death or serious
injury or malfunctioned in a way that would liketpuse or contribute to a death or serious injuityifere to recur. We must also comply w
the FDA's corrections and removal reporting regatatwhich requires that manufacturers report ®REDA field corrections and product
recalls or removals if undertaken to reduce atodkealth posed by a device or to remedy a vialatiothe FDCA that may present a risk to
health. The labeling and promotion activities fewites are subject to scrutiny by the FDA and eirtain instances, by the Federal Trade
Commission. The FDA actively enforces regulatior@hjbiting the marketing of devices for unapprovev uses.

The devices manufactured by us also are subjebet@QSR, which imposes elaborate testing, cordmdumentation and other quality
assurance procedures. Every phase of producticludimg raw materials, components and subassemhbti@sufacturing, testing, quality
control, labeling, tracing of consignees afterritisition and follow-up and reporting of complainfarmation is governed by the FDA’s QSR.
Device manufacturers are required to register flagitities and list their products with the FDAchoertain state agencies. The FDA
periodically inspects manufacturing facilities aifdhere are alleged violations, the operator &ality must correct them or satisfactorily
demonstrate the absence of the violations or fagelatory action.

We are subject to inspection and marketing suevai by the FDA to determine our compliance withieggulatory requirements.
Recently, the FDA has placed an increased empbassforcement of the QSR and other postmarketaggy requirements. Non-
compliance with applicable FDA requirements canltéa, among other things, fines, injunctions,ikcpenalties, recall or seizure of produr
total or partial suspension of production, failofeghe FDA to grant marketing approvals, withdrawbimarketing approvals, a
recommendation by the FDA to disallow us to entéw government contracts, and criminal prosecutidhe FDA also has the authority to
request repair, replacement or refund of the cbahyp device manufactured or distributed by us.

Other

We and our products are also subject to a variesyate and local laws in those jurisdictions wheme products are or will be marketed,
and federal, state and local laws relating to maitach as safe working conditions, manufacturiggtices, environmental protection, fire
hazard control and disposal of hazardous or patintiazardous substances. For example, we arsteegil with the Office of the Professic
of the New York State Department of Education. Weadso subject to various federal and state lawsiging our
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relationships with the physicians and others whelpase or make referrals for our products. Foaimse, federal law prohibits payments of
any form that are intended to induce a referrabfoy item payable under Medicare, Medicaid or ahgiofederal healthcare program. Many
states have similar laws. There can be no assuthatee will not be required to incur significamsts to comply with such laws and
regulations now or in the future or that such lawsegulations will not have a material adverseeffipon our ability to do business.

International Regulatiol

Internationally, all of our current products arensislered medical devices under applicable regylatgimes, and we anticipate that 1
will be true for all of our future products. Sal#fsmedical devices are subject to regulatory regqunénts in many countries. The regulatory
review process may vary greatly from country tordoy For example, the European Union has adoptetenous directives and standards
relating to medical devices regulating their desiganufacture, clinical trials, labeling and adeeesent reporting. Devices that comply with
those requirements are entitled to bear a Conférkitropéenne, or CE Mark, indicating that the deeimnforms to the essential requiremu
of the applicable directives and can be commejycdifitributed in countries that are members offheopean Union.

In some cases, we rely on our International distdls to obtain regulatory approvals, complete pobdegistrations, comply with
clinical trial requirements and complete those stiat are customarily taken in the applicablesfligtions.

International sales of medical devices manufactimgldle United States that are not approved oreteby the FDA for use in the Unit
States, or are banned or deviate from lawful peréorce standards, are subject to FDA export reqeintsn Before exporting such products to
a foreign country, we must first comply with the &B regulatory procedures for exporting unapprodedices.

The process of obtaining approval to distribute iwe@droducts is costly and time-consuming in \aity all of the major markets where
we sell medical devices. We cannot assure thahanymedical devices we develop will be approved fimely or cost-effective manner or
approved at all. There can be no assurance thatavesvor regulations regarding the release or&fateedical devices will not delay or
prevent sale of our current or future products.

Third-Party Reimbursement
United States
Our products are used in medical procedures géypemiered by government or private health plans.

In general, a third-party payor only covers a madicoduct or procedure when the plan administristsatisfied that the product or
procedure improves health outcomes, including guafilife or functional ability, in a safe and t¢esffective manner. Even if a device has
received clearance or approval for marketing byRB@, there is no assurance that third-party payaitscover the cost of the device and
related procedures.

In many instances, third-party payors use priceduates that do not vary to reflect the cost ofgraucts and equipment used in
performing those procedures. In other instancegnpat or reimbursement is separately availabléHemproducts and equipment used, in
addition to payment or reimbursement for the procedtself. Even if coverage is available, thirdtpgayors may place restrictions on the
circumstances where they provide coverage or ni@y tdfimbursement that is not sufficient to cover tost of our products.

Third-party payors who cover the cost of medical prodacesquipment, in addition to allowing a generargfe for the procedure, oft
maintain lists of exclusive suppliers or approvistslof products deemed to be
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cost-effective. Authorization from those third-papayors is required prior to using products thiatraot on these lists as a condition of
reimbursement. If our products are not on the apgatdists, healthcare providers must determinkeafadditional cost and effort required in
obtaining prior authorization, and the uncertaiotyactually obtaining coverage, is justified by grerceived clinical benefits from using our
products.

Finally, the advent of contracted fixed rates pecpdure has made it difficult to receive reimbaoreat for disposable products, even if
the use of these products improves clinical out@nreaddition, many third-party payors are movingnanaged care systems in which
providers contract to provide comprehensive heatthfor a fixed cost per person. Managed care gevsioften attempt to control the cost of
healthcare by authorizing fewer elective surgicakpdures. Under current prospective payment sygstench as the diagnosis related group
system and the hospital out-patient prospectivengsy system, both of which are used by Medicareimnagany managed care systems used
by private third-party payors, the cost of our protd will be incorporated into the overall cosiagfrocedure and not be separately
reimbursed. As a result, we cannot be certainttbapital administrators and physicians will purehesr products, despite the clinical
benefits and opportunity for cost savings that wkelve can be derived from their use. If hospitald physicians cannot obtain adequate
reimbursement for our products or the proceduraghiich they are used, our business, financial d@miresults of operations, and cash
flows could suffer a material adverse impact.

International

Our success in International markets will depemgdly upon the availability of reimbursement frone third-party payors through
which healthcare providers are paid in those markeimbursement and healthcare payment systemsigaificantly by country. The main
types of healthcare payment systems are governspensored healthcare and private insurance. Regaimant approval must be obtained
individually in each country in which our produetise marketed. Outside the United States, we géyeedy on our distributors to obtain
reimbursement approval in the countries in whiaytill sell our products. There can be no asswdhat reimbursement approvals will be
received.

Insurance

Our product liability insurance coverage is limiteda maximum of $10,000,000 per product liabititgim and an aggregate policy lir
of $10,000,000, subject to deductibles of $250 8@0occurrence and $1,250,000 in the aggregatepdli®y covers, subject to policy
conditions and exclusions, claims of bodily injanyd property damage from any product sold or marnurfed by us.

There is no assurance that this level of coverageléquate. We may not be able to sustain or nraifia level of coverage and cannot
assure you that adequate insurance coverage vwalaigable on commercially reasonable terms ofl afasuccessful product liability claim
or other claim with respect to uninsured or undgriad liabilities could have a material adversectfbn our business.

Environmental

We are subject to federal, state and local lawesruegulations and policies governing the useeggion, manufacture, storage, air
emission, effluent discharge, handling and dispobakrtain hazardous and potentially hazardoustambes used in connection with our
operations. Although we believe that we have coedpliith these laws and regulations in all mategapects and, to date, have not been
required to take any action to correct any noncéampek, there can be no assurance that we will@oétpuired to incur significant costs to
comply with environmental regulations in the future

Employees

As of May 31, 2012, we had approximately 1,400 finle employees. None of our employees are repredday a labor union and we
have never experienced a work stoppage.
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Executive Officers of the Compar
The following table sets forth certain informatiaith respect to our executive officers.

Name Age Position

Joseph M. DeVivo 45 President and Chief Executive Offic

D. Joseph Gersuk 62 Executive Vice President, Chief Financial Officada
Treasure!

George Bourni 52 Senior Vice President, Chief Technology Offi

Scott Etlingel 51 Senior Vice President, Global Operatic

Stephen J. McGill 51 Senior Vice President, General Man—Internationa

Matthew Kapusti 40 Senior Vice President, Business Developn

Alan F. Panze 51 Senior Vice President, General Man—US Sale:

Richard A. Stark 47 Senior Vice President, Global Franchise,
Oncology/Surgen

Charles R. Greine 45 Vice President, Global Franchise, Vascular Act

Joseph M. DeVivbecame our President and Chief Executive Offic&@dptember 2011. Prior to joining AngioDynamics, MeVivo
served as Global President of Smith & Nephew Orthags. Previously, Mr. DeVivo was CEO and PresiadgRITA Medical Systems,
serving in that capacity at the time AngioDynandcguired RITA. Prior to RITA Medical Systems, MreYivo served as President, Chief
Operating Officer and Director of Computer Motiarcorporation (CMI). Mr. DeVivo also previously sedras Vice President and General
Manager of a $350 million division of TYCO Interiatal’'s Healthcare Business, U.S. Surgical/Davis @eck Sutures, where he was
responsible for sales, marketing, research andal@went, and finance in its vascular business. muhis nine-year tenure at U.S. Surgical,
he held various management positions related &s sald marketing. Mr. DeVivo earned his Bacheldd@énce degree in Business
Administration from the E. Clairborne Robins SchobBusiness at the University of Richmond.

D. Joseph GersukBecame our Senior Vice President, Chief Financfit€ and Treasurer in April 2007 and was nameddtiive Vice
President in July 2007. Since 2005, he has beansiek of Ellis Hospital, a 450 bed community htapn Schenectady, New York, and
served as its Chairman of the Board of Trusteen ffone 2006- June 2009. From 2003 to 2005, he &&s &hd director of Request
Multimedia in Ballston Spa, New York. From 1994April 2003, he was Executive Vice President, Chigfancial Officer and Treasurer of
Maplnfo Corporation, a publicly traded softwaretadand services company in Troy, New York. Mr. G&rsa former officer in the
United States Navy, holds a Bachelor of Scienceegeffom the United States Naval Academy and histéfaof Business Administration in
Finance from American University.

George Bourndecame our Senior Vice President and Chief Teclgyalifficer in May 2012. Most recently, Mr. Bournerged as VP
of R&D at Hologic. Previously, Mr. Bourne served2anior Vice President of R&D and Clinical Affafir Navilyst from its formation in
early 2008 until November 2011. Prior to his terar&lavilyst, Mr. Bourne spent 10 years at Bostore&ific as Vice President, R&D, of the
Urology, Meditech and Oncology business units dahtas Group Vice President, R&D, for the endosyrgasiness group. Mr. Bourne,
who earned his Bachelor of Science in BiologicaéBce and Master of Science in Plastics Enginedrorg the University of Lowell, in
addition to his MBA from Rivier College in Nashud,H., also served in leadership positions at Babealthcare, Allegiance Healthcare and
C.R. Bard.

Scott Etlingejjoined AngioDynamics in August 2010 as Senior gzesident of Global Operations. Prior to joiningghoDynamics,
Mr. Etlinger served as Chief Operating Officer adridal Services Group, a leading dental servicesvaartufacturing company. Previously,
was the Senior Vice President of Global Operatanm$ a member of the senior leadership team at AareMedical Systems. Mr. Etlinger
also was previously with
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Zimmer (formerly Centerpulse Orthopedics), a leaderthopedic implants, for a decade, startin@ssbal Financial Controller before rising
to Vice President, Global Supply Chain. Mr. Etlingelds a Bachelor of Science degree from UniveitRedlands, Redlands, CA and a
Masters of Business Administration from St. Edwddaéversity in Austin, TX.

Stephen J. McGilhas served as Senior Vice President and Generadéamnf International since November 2009. Mr. MtRas over
27 years of global medical device experience iriolgighcreasing roles in sales, marketing, operatieadership business development and
general management. Mr. McGill was previously wAtherican Medical Systems, where he spent 8 yeast reoently as Senior Vice
President of Global Sales. Prior to American Meld&ystems, Mr. McGill has held positions with Bastscientific, Bolton Medical, Stryker
and Allergan.

Matthew Kapustgoined AngioDynamics in November 2011 as Seniore\ieesident of Business Development. Most recently,
Mr. Kapusta served as Vice President of Strateginriing and Financial Analysis for Smith & Nephevitt@paedics. Mr. Kapusta also
spearheaded strategic and financial planning fattB&1Nephew’s global Hips, Knees and Trauma fraseb. Prior to Smith & Nephew,
Mr. Kapusta was a Managing Director of Healthcaneebtment Banking at Collins Stewart in New YorkyCHe also previously served as
Vice President of Healthcare Mergers and Acquis#iat Wells Fargo Securities, and had similar ratdRobertson Stephens and
PaineWebber. Mr. Kapusta earned a BBA in Finanoepénting, from the University of Michigan and fsasMBA in Finance, Business
Management, from New York University.

Alan Panzejoined AngioDynamics in September 2011 as SenioeVAresident and General Manager of the Vasculasibn and was
recently promoted to his current position of SeMare President, and General Manager — US SalesPihzer most recently served as
President & CEO of DeVilbiss Healthcare. Prior teMilbiss, Mr. Panzer was President of United St&egical & Valleylab, now a busine
unit of Covidien. He also has served as a memb#reofMultiple Myeloma Research Foundation Board. Ranzer earned his Bachelor of
Science in Pharmacy from St. John's University 8wNYork.

Richard A. Starks currently serving as Senior Vice President, @ldlranchise, Oncology/Surgery. Mr. Stark begariBigear career
with the Company as a District Sales Manager withARMedical in 1999, which was acquired by Angiolmics in 2007, and most recer
served as AngioDynamics’ Vice President and Geridealager of Sales and Marketing of the Oncologyd8ry Division. Prior to joining
RITA, he spent several years in field sales rote&@aodside Biomedical and Arrow/Teleflex. He haBachelor’s in Psychology from
California State University of Chico in Chico, Galinia.

Charles R. Greineis currently serving as Vice President, Global Erase, Vascular Access. Mr. Greiner joined the Canypas a
member of the sales team in 1999 where he hagbsltions of increasing responsibility within thedes and marketing team and most
recently served as Vice President Vascular Sales. 18 AngioDynamics, Mr. Greiner gained managehexperience at Pharmacia &
Upjohn Inc. He has a Bachelor of Science degrdéiénobiology from the University of Georgia in Athe, Georgia.
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ltem 1A. Risk Factors

Our financial and operating results are subjeet mumber of factors, many of which are not withim control. These factors include the
following:

Although we expect that the acquisition of Navilystill result in benefits to us, we may not realiz¢hose benefits because of integration
difficulties.

Integrating the operations of Navilyst successfallytherwise realizing any of the anticipated Higmef the acquisition of Navilyst,
including anticipated cost savings and additioraEnue opportunities, involves a number of chalbsng he failure to meet these integration
challenges could seriously harm our results of ai@ns and the market price of our common stock deajine as a result.

Realizing the benefits of the acquisition will dagden part on the integration of information tecloyy, operations, personnel and sales
force. These integration activities are complex thme - consuming and we may encounter unexpected diffesutir incur unexpected costs,
including:

» ourinability to achieve the cost savings and ojiegesynergies anticipated in the acquisition, whicould prevent us from
achieving the positive earnings gains expectedrasudt of the acquisitior

» diversion of management attention from ongoing tess$ concerns to integration matt
« difficulties in consolidating and rationalizing orimation technology platforms and administrativieastructures

« complexities associated with managing the combmesinesses and consolidating multiple physicaltiona where management
may determine consolidation is desiral

» difficulties in integrating personnel from diffettecorporate cultures

» challenges in demonstrating to our customers ardstomers of Navilyst that the acquisition wilitmesult in adverse changes in
customer service standards or business focus

* possible cash flow interruption or loss of revease result of change of ownership transitionatensy

We may not successfully integrate the operatiorth@businesses of Navilyst in a timely manner, @adnay not realize the anticipat
net reductions in costs and expenses and othefitsesned synergies of the acquisition of Navilysthe extent, or in the timeframe,
anticipated. In addition to the integration riskscdssed above, our ability to realize these rdiiggons in costs and expenses and other
benefits and synergies could be adversely impdwnggatactical or legal constraints on our abilityctambine operations.

If we are unable to manage our growth profitably, arr business, financial results and stock price codlsuffer.

Our future financial results will depend in partaur ability to profitably manage our growth onarbined basis with Navilyst.
Management will need to maintain existing custonaerd attract new customers, recruit, retain anecéffely manage employees, as well as
expand operations and integrate customer suppdriRencial control systems. If integratiemelated expenses and capital expenditure
requirements are greater than anticipated or iareeunable to manage our growth profitably afterabquisition, our financial results and the
market price of our common stock may decline.

We have incurred significant indebtedness which impses operating and financial restrictions on us whh, together with our debt
service obligations, could significantly limit ourability to execute our business strategy and incres the risk of default under our debt
obligations.

We borrowed an aggregate of approximately $150anilinot including up to $50 million that is avdila under our new revolving
credit facility) in connection with the acquisitiafi Navilyst. The terms of our new credit facilgieequire us to comply with certain financial
maintenance covenants. In addition, the terms nohew indebtedness also include certain covenastscting or limiting our ability to take
certain actions.
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These covenants may adversely affect our abilifynence future operations or limit our ability porsue certain business opportunities
or take certain corporate actions. The covenantsaisa restrict our flexibility in planning for chges in our business and the industry and
make us more vulnerable to economic downturns dadrae developments.

Our ability to meet our cash requirements, inclgdinir debt service obligations, will be dependgrdruour operating performance,
which will be subject to general economic and catitipe conditions and to financial, business anueotfactors affecting our operations,
many of which are or may be beyond our control.d&lenot provide assurance that our business opesatidl generate sufficient cash flows
from operations to fund these cash requirementgdehtservice obligations. If our operating resudtsh flow or capital resources prove
inadequate, we could face substantial liquiditybeons and might be required to dispose of matagaéts or operations to meet our debt and
other obligations. If we are unable to service @eiot, we could be forced to reduce or delay plamx@@nsions and capital expenditures, sell
assets, restructure or refinance our debt or sédiki@nal equity capital, and we may be unableatetany of these actions on satisfactory
terms or in a timely manner. Further, any of thestéons may not be sufficient to allow us to sezvdtir debt obligations or may have an
adverse impact on our business. Our debt agreerimittour ability to take certain of these actio@ur failure to generate sufficient
operating cash flow to pay our debts or to succdlgsindertake any of these actions could have tern@h adverse effect on us.

In addition, the degree to which we are leveraged gesult of the indebtedness incurred in conmedtith the acquisition or otherwise
could materially and adversely affect our abilyobtain additional financing for working capitespital expenditures, acquisitions, debt
service requirements or other purposes, could makaore vulnerable to general adverse economiajatgy and industry conditions, could
limit our flexibility in planning for, or reactingp, changes and opportunities in the markets irckwhie compete, could place us at a
competitive disadvantage compared to our compstitaat have less debt or could require us to dedlecaubstantial portion of our cash flow
to service our debt.

Certain of the benefits we expect from the acquisiin of Navilyst, including the anticipated accretim, net reductions in costs and
expenses and certain tax benefits, are based on pFctions and assumptions, which are uncertain andubject to change.

Certain of the benefits we expect from the acqoisiof Navilyst, including accretion of at least @8 per diluted share in fiscal year
2013 and increasing accretion through fiscal y@€462 cost savings (net of identified incrementats@nd excluding transaction and
associated one-time costs) of approximately $5/tm#flion in fiscal year 2013 and approximately 0515 million by fiscal year 2015 and
annual cash tax savings of $11.5 million, or $(82share, each year from fiscal year 2013 thr@Q@#8, are based on projections and
assumptions that are uncertain and subject to ehdrese projections and assumptions are basegkimipary information, which may
prove to be inaccurate. There can be no assurhatevé will realize the accretion per diluted shéne net reductions in costs and expenses
from the acquisition or the tax benefits to theeaxtor in the time frame, we anticipate. The mapkze of our common stock may decline if
the estimates are not realized or we do not achifeyperceived benefits of the acquisition as dgpidto the extent anticipated. If we do not
generate sufficient taxable income to utilize thguared NOL carryforward before expiration, we vike the benefit associated with the
NOL. There is the possibility that a future ownédpsthange under IRC Section 382 could place a @rdiatitation on the use of the NO
resulting in less NOL carryforward available foeus

Subject to certain limitations, the holders of thestock issued in connection with the Navilyst acquition may sell our common stock
beginning 12 months following the closing of the Nalyst acquisition, which could cause our stock pide to decline.

The shares of our common stock issued followingctirapletion of the acquisition of Navilyst are reged, but the holders may sell t
shares of our common stock under certain circunestarit the closing of the Navilyst acquisition, a@ered into the Stockholders
Agreement with certain of the Navilyst stockholders
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which granted them certain registration rights wéhpect to their shares of our common stock ampadé®d certain additional restrictions on
their ability to transfer their shares of our commstock, including, among other things, a twelv@) (honth prohibition on the transfer of the
shares of our common stock issued in connectiolm thi2 acquisition of Navilyst (other than transfergertain permitted transferees). The
sale of a substantial number of our shares by padies or our other stockholders within a shortqueof time could cause our stock price to
decline, make it more difficult for us to raise €flgthrough future offerings of our common stoclaoquire other businesses using our
common stock as consideration.

The presence of a significant stockholder may afféthe ability of a third party to acquire control of us.

The former Navilyst stockholders, including investmhfunds affiliated with Avista Capital Partnebgneficially own approximately
27% of our outstanding common stock. Certain offthmer Navilyst stockholders entered into a Stadthrs Agreement at the closing that
permits investment funds affiliated with Avista @apPartners to appoint two (2) directors to owaBl of Directors until such time as, with
respect to the first director, certain of the formiavilyst stockholders’ beneficial ownership inhess been reduced below 20% of the then
outstanding voting shares and, with respect ts#wend director, certain of the former Navilyst&twlders’ beneficial ownership in us has
been reduced below 10% of the then outstandingigathares. Although these directors will not caatgia majority of the Board of
Directors, they may exercise influence over thegieas of the board. David Burgstahler and Sriraemk&taraman were appointed to our
Board of Directors on May 22, 2012.

Having certain of the former Navilyst stockholdasssignificant stockholders of us may have theceffémaking it more difficult for a
third party to acquire, or of discouraging a thpatty from seeking to acquire, a majority of outsbanding common stock or control of our
Board of Directors through a proxy solicitation.that regard, these stockholders and their coetiaffiliates are obligated pursuant to the
Stockholders Agreement, in certain circumstancestatransfer their shares of our common stoclylilole or in part, pursuant to any
recapitalization, reclassification, consolidatiargrger, share exchange or other business comhirtaginsaction involving us or pursuant to
any tender, exchange or other similar offer for cmammon stock unless, in each case, the Boardretidrs recommends such transaction or
offer or fails to recommend that our stockholdejgct such transaction or offer.

For the period from the date of the Stockholderseggent to one (1) year from the date of the Stolckdts Agreement, certain of the
former Navilyst stockholders are required to véigit voting shares in accordance with the recommtonl of our Board of Directors with
respect to any business or proposal on which aekbblders are entitled to vote. For the periodnfitbhe date that is one (1) year from the
date of the Stockholders Agreement until the filse that certain of the former Navilyst stockhoddeo longer beneficially own at least ten
percent (10%) of the voting securities outstandihguch time, the applicable former Navilyst staiklbrs agree to vote all voting securities
then owned by them either, in the sole discretiomach stockholder, (1) in accordance with the maoendation of our Board or (2) in
proportion to the votes cast with respect to thiingosecurities not owned by the applicable foridavilyst stockholders with respect to any
business or proposal on which our stockholdereatiled to vote. If at any time following one (lgar from the date of the Stockholders
Agreement, certain of the former Navilyst stockteskibeneficially own less than fifteen percent (18%the voting securities then
outstanding and there is no stockholder desigrese ¢brving on our Board pursuant to the stockhsldgreement, the applicable former
Navilyst stockholders may vote all voting secustteen owned by them in their own discreti

If we fail to develop or market new products and ehance existing products, we could lose market shate our competitors and our
results of operations could suffer.

The market for interventional devices is charazttiby rapid technological change, new producbhictions, technological
improvements, changes in physician requirementsaobling industry standards. To be successfulmust continue to develop and
commercialize new products and to enhance versibaar existing products. Our products are techgickally complex and require
significant research, planning, design,
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development and testing before they may be mark@&ted process generally takes at least 12 to 1&tlnsdrom initial concept and may take
up to several years. In addition, product life egcare relatively short because medical device faaturers continually develop smaller, m
effective and less expensive versions of existiegjabs in response to physician demand.
Our success in developing and commercializing negvemhanced versions of our products is affectedunyability to:
* recruit engineers
« timely and accurately identify new market trer
* accurately assess customer ne
* minimize the time and costs required to obtain l&tguy clearance or approvi
e adopt competitive pricing
» timely manufacture and deliver produc
» accurately predict and control costs associatel thié development, manufacturing and support ofooducts; ani
» anticipate and compete effectively with our contpet’ efforts.
Market acceptance of our products depends in paouo ability to demonstrate that our productscargt-effective and easier to use, as
well as offer technological advantages. Additionalle may experience design, manufacturing, margedr other difficulties that could del

or prevent our development, introduction or marg®f new products or new versions of our exispingducts. As a result of such difficulti
and delays, our development expenses may increasas a consequence, our results of operatiorid saffer.

We face intense competition in the medical devicadustry. We may be unable to compete effectively i respect to technological
innovation and price which may have an adverse eff¢ on our revenues, financial condition or result®f operations.

The markets for our products are highly competjtared we expect competition to continue to intgndife may not be able to compete
effectively, and we may lose market share to ounetitors. Our primary device competitors incluBeston Scientific Corporation; Cook
Medical; Cordis Corporation, a subsidiary of Johm&dJohnson, Inc.; C.R. Bard; Medical Components,,lor Medcomp; Arrow
International, a subsidiary of TeleFlex Medical;i8rs Medical, a subsidiary of Smiths Group plc;s¢alar Solutions; Covidien subsidiaries
(Kendall, VNUS, EV3) and Merit Medical. Many of oaompetitors have substantially greater:

« financial and other resources to devote to prodaogtisitions, research and development, marketidghi@anufacturing
e variety of products
» technical capabilities
» history of developing and introducing new produ
* patent portfolios that may present an obstacleitaconduct of busines
* name recognition; an
» distribution networks and -house sales force
Our competitors may succeed in developing technetognd products earlier, in obtaining patent ptide or regulatory clearance

earlier, or in commercializing new products or tealogies more rapidly than us. Our competitors @lap develop products and technologies
that are superior to those we are developing dr tha
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otherwise could render our products obsolete ocampetitive. In addition, we may face competitioonfi providers of other medical
therapies, such as pharmaceutical companies, #nabffer non-surgical therapies for conditions tia currently, or in the future, may be
treated using our products. Our products are géya@d at higher prices than those of our contpedi However, in the current environment
of managed care, which is characterized by ecoraipimotivated buyers, consolidation among healthgaoviders, increased competition
and declining reimbursement rates, we are incrghsbeing required to compete on the basis of pifose are not able to compete
effectively, our market share and revenues mayirtecl

Development and sales of our NanoKnife Ablation prducts are dependent on a number of factors beyondiocontrol, and our
inability to successfully complete our research andevelopment, design and marketing strategy with igpect to NanoKnife Ablation
may adversely affect our business, financial cond@n and results of operations.

A significant aspect of our growth strategy is tioatinued development of our NanoKnife Ablationdgwots. There can be no guarantee
that we will be able to develop and manufacturatamthl next generation or updated NanoKnife Aldatproducts on commercially favora
terms, or at all. NanoKnife Ablation is a develapiechnology and the inability of NanoKnife Ablatito achieve clinical acceptance could
severely limit the sales of NanoKnife Ablation puatbk.

We currently have FDA 510(k) clearance to marketn®¥nife Ablation products for soft tissue ablati@ne element of our NanoKnife
development strategy includes pursuing clinicall$rto support additional or more specific indioa. We submitted an application to FD/
begin an Investigational Device Exemption clinic@l to study the use of NanoKnife in the treatinefnpancreatic cancer. As of the date of
this filing, we have not received approval from FiAbegin the trial. We intend to continue to wolsely with FDA to secure approval to
start the trial. If we are not able to secure Fpfiraval to conduct an IDE trial or marketing apmbfor additional or more specific
indications, through 510(k) clearance, pre-markgtraval or otherwise, our ability to market our l&mife Ablation products will be
restricted which may have an adverse effect orbasiness, financial condition and results of openat

We may be exposed to risks associated with acquisits, including integration risks and risks associged with methods of financing anc
the impact of accounting treatment. Accordingly, conpleted acquisitions may not enhance our financigdosition or results of
operations.

Part of our growth strategy is to acquire businessel technologies that are complementary to dinexe is no assurance that
acquisition opportunities will be available on goiable terms, or at all, or that we will be ableliain necessary financing or regulatory
approvals. Any acquisitions that we do undertakeald/de accompanied by the risks commonly encoudtieracquisitions, including the:

» potential disruption of our business while we eaéduopportunities, complete acquisitions and dgvalad implement new
business strategies to take advantage of thesetapjiies;

» inability of our management to maximize our fina@nd strategic position by incorporating an agfitechnology or business
into our existing offerings

» difficulty of maintaining uniform standards, corgpprocedures and policie
» difficulty of assimilating the operations and pamsel of acquired businesst

» potential loss of key employees of acquired busiegsand the impairment of relationships with elygés and customers as a
result of changes in management; .

e uncertainty as to the lo-term success of any acquisitions we may m

There is no assurance that any completed acquisitibbe accretive to our margins or profits iretehort term or in the long term. If\
proceed with one or more significant acquisitiamsvhich the consideration
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consists of cash, a substantial portion of ourlalt cash could be used to consummate the adquisitf we consummate one or more
acquisitions in which the consideration consistsagital stock, our stockholders could suffer digant dilution of their interest in us. In
addition, we could incur or assume significant antswf indebtedness in connection with acquisitiéhsther, acquisitions could also result
in significant goodwill and/or amortization chardges acquired businesses or technologies.

If we fail to adequately protect our intellectual property rights, we may not be able to generate reveies from new or existing products
and our business may suffer.

Our success depends in part on obtaining, maimigiand enforcing our patents, trademarks and gttogrietary rights, and our ability
to avoid infringing the proprietary rights of oteeiVe take precautionary steps to protect our t@olical advantages and intellectual
property. We rely upon patent, trade secret, cgpyriknowhow and trademark laws, as well as license agreesnagi contractual provisiol
to establish our intellectual property rights amotect our products. However, no assurances camauoe that any pending or future patent
applications will result in the issuance of patettiat any current or future patents issued tdicensed by, us will not be challenged or
circumvented by our competitors, or that our patevitl not be found invalid.

Additionally, we may not be able to effectively ot our rights in unpatented technology, tradeete@nd confidential information.
Although we require our new employees, consultantscorporate partners to execute confidentiafitg@ments, these agreements may not
provide effective protection of our information ar,the event of unauthorized use or disclosure;, nta provide adequate remedies.

If we are not able to adequately protect our ietllal property, our market share, financial coadiand results of operations may
suffer.

If third parties claim that our products infringe t heir intellectual property rights, we may be forcedto expend significant financial
resources and management time defending against $uactions and our financial condition and our resuis of operations could suffer.

Third parties may claim that our products infrirtgeir patents and other intellectual property sghdentifying third-party patent rights
can be particularly difficult because, in genepaltent applications can be maintained in secrecgtfeast 18 months after their earliest
priority date. Some companies in the medical dewidestry have used intellectual property infringemlitigation to gain a competitive
advantage. If a competitor were to challenge otemia, licenses or other intellectual property tsgbr assert that our products infringe its
patent or other intellectual property rights, waldancur substantial litigation costs, be forcedrake expensive changes to our product
design, pay royalties or other fees to licensetsighorder to continue manufacturing and selling groducts, or pay substantial damages.
Third-party infringement claims, regardless of thmitcome, would not only consume our financiabreses but also divert our
management’s time and effort. Such claims could edsise our customers or potential customers tthpae competitorgroducts or defer «
limit their purchase or use of our affected produgettil resolution of the claim.

We are dependent on single and limited source supets which subjects our business and results of oaions to risks of supplier
business interruptions.

We currently purchase significant amounts of sedueara products and product components from singtklamited source suppliers and
anticipate that we will do so for future producssveell. Any delays in delivery of or shortageshnge or other products and components ¢
interrupt and delay manufacturing of our productd eesult in the cancellation of orders for ourdurcts. Any or all of these suppliers could
discontinue the manufacture or supply of these yetsdand components at any time. Due to FDA anerditisiness considerations, we may
not be able to identify and integrate alternatiwerses of supply in a timely fashion or at all. Angnsition to alternate suppliers may result in
production delays and increased costs and may diamitbility to deliver products to our customdtarthermore, if we are unable to identify
alternative sources of supply, we would have toifgamlir products to use substitute components, ivhiay cause delays in shipments,
increased design and manufacturing costs and isedgarices for our products.
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Cost-containment efforts of group purchasing orgardations could adversely affect our selling pricesinancial position and results of
operations.

Many of our existing and potential customers haseolme members of group purchasing organizationSR@s, and IDNs, in an effort
to reduce costs. GPOs and IDNs negotiate pricirmpngements with healthcare product manufacturetsiatributors and offer the negotia
prices to affiliated hospitals and other membe0OG and IDNs typically award contracts on a catgdpgrcategory basis through a
competitive bidding process. Bids are generalljcged from multiple manufacturers with the intemtiof driving down pricing. Due to the
highly competitive nature of the GPO and IDN coctirsg processes, we may not be able to obtain mariees for our products or obtain or
maintain contract positions with major GPOs and $DiINhich could adversely impact our profitability.

Current economic instability could adversely affectour operations.

Financial markets and the economies in the UnitateS and internationally have been experiencipgrind of upheaval characterized
by the bankruptcy, failure, collapse or sale ofaas financial institutions, severely diminisheguidity and credit availability, declines in
consumer confidence, declines in economic growittreiases in unemployment rates and uncertaintyt @eonomic stability. This has
resulted in severely diminished liquidity and ctemliailability in the market, which could impairmability to access capital if required or
adversely affect our operations. Similarly, ourtousers and suppliers may experience financialdliffies or be unable to borrow money to
fund their operations which may adversely impaetrthbility or decision to purchase our productstipularly capital equipment, or to pay
for our products they do purchase on a timely béfsa all.

The economic downturn may also, among other thiogste downward pressure on the pricing of oudyets, increase the sales cycle
of certain products and slow the adoption of nesint®logy, any of which could have an adverse effecbur business, financial position and
results of operations.

Our industry is experiencing greater scrutiny and legulation by governmental authorities, which has k& to certain costs and business
distractions as we respond to inquiries and complwith new regulations, and may lead to greater gov@mental regulation in the
future.

Our medical devices and our business activitiesabgect to rigorous regulation by the FDA and ntoue other federal, state and
foreign governmental authorities. These authoraied members of Congress have been increasingstiratiny of our industry. In addition,
certain states, including Massachusetts, have tlgqeassed or are considering legislation restrigthur interactions with health care
providers and requiring disclosure of many paymemtiaem. The federal government has recently duced similar legislation, which may
or may not preempt state laws. Recent Supreme Caset law has clarified that the FDA's authoritgomedical devices preempts state tort
laws, but legislation has been introduced at tdera level to allow state intervention, which abldad to increased and inconsistent
regulation at the state level. We anticipate thatgovernment will continue to scrutinize our inmyglosely, and that additional regulation
governmental authorities may increase complianstsgcexposure to litigation and other adverse &ffecour operations.

Consolidation in the healthcare industry could havean adverse effect on our revenues and results gberations.

Many healthcare industry companies, including meddievice companies, are consolidating to creategmmpanies with greater
market power. As the healthcare industry consatslatompetition to provide goods and servicesdastry participants will become more
intense. These industry participants may try tothe& market power to negotiate price concesswneductions for medical devices that
incorporate components produced by us. If we ai@etbto reduce our prices because of consolidatitime healthcare industry, our revenues
would decrease and our consolidated earnings,diaboondition, or cash flow would suffer.
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Healthcare policy changes, including recent laws treform the U.S. healthcare system, may have a matal adverse effect on us.

Healthcare costs have risen significantly overpast decade. There have been, and continue todpmgals by legislators, regulators,
and third-party payors to keep these costs dowrtaiDeproposals, if passed, would impose limitagion the prices we will be able to charge
for our products, or the amounts of reimbursemeati@ble for our products from governmental agesiciethird-party payors. These
limitations could have a material adverse effecbonfinancial position and results of operations.

On March 23, 2010, the Patient Protection and Affibie Care Act was signed into law and on Marcl28@0, the Health Care and
Education Reconciliation Act of 2010 was signed iiatw. On June 28, 2012, the Supreme Court of thited States upheld virtually all of t
Health Care laws. Together, the two measures niekebst sweeping and fundamental changes to thehdaBh care system since the
creation of Medicare and Medicaid. The Health GReform laws include a large number of health-relgtevisions to take effect over the
next four years, including expanding Medicaid ddiliy, requiring most individuals to have healttsurance, establishing new regulations on
health plans, establishing health insurance exawmrrgquiring manufacturers to report paymentdfwrdransfers of value made to
physicians and teaching hospitals, and modifyintpa®e payment systems to encourage more cost-eféecare and a reduction of
inefficiencies and waste, including through newlddo address fraud and abuse. Effective in 2018 ¢etwill be a 2.3% excise tax on the sale
of certain medical devices.

In addition, various healthcare reform proposalgeraso emerged at the state level. We cannotqirédti exact effect newly enacted
laws or any future legislation or regulation wiive on us. However, the implementation of new lagian and regulation may lower
reimbursements for our products, reduce medicalquiore volumes and adversely affect our businessilgly materially. In addition, the
enacted excise tax may materially and adversegcaéfur operating expenses and results of opegation

If we do not maintain our reputation with interventional physicians, our growth will be limited and ou business could be harmed.

Physicians typically influence the medical deviceghasing decisions of the hospitals and otherthesale institutions in which they
practice. Consequently, our reputation with intatienal physicians is critical to our continuedgtb. We believe that we have built a
positive reputation based on the quality of ourdpieis, our physician-driven product developmeraré$f our marketing and training efforts
and our presence at medical society meetings. Atyabor perceived diminution in the quality of quroducts, or our failure or inability to
maintain these other efforts, could damage ourtegjom with interventional physicians and causegramwth to be limited and our business to
be harmed.

Our business could be harmed if we lose the servief our key personnel.

Our business depends upon our ability to attradtratain highly qualified personnel, including mgesal, sales and technical
personnel. We compete for key personnel with otbenpanies, healthcare institutions, academic utgiits, government entities and other
organizations. We do not have written employmemne@gents with our executive officers, other than@tO. Our ability to maintain and
expand our business may be impaired if we are ertahletain our current key personnel or hire taineother qualified personnel in the
future.

Undetected defects may increase our costs and imp#ie market acceptance of our products.

Our products have occasionally contained, and malya future contain, undetected defects. Wheretpesblems occur, we must divert
the attention of our engineering personnel to asidteem. There is no assurance that we will natrim@rranty or repair costs, be subject to
liability claims for damages related to productede$, or experience manufacturing, shipping orradleéays or interruptions as a result of
these defects in the
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future. Our insurance policies may not provide isight protection should a claim be asserted. Biitah, the occurrence of defects may re
in significant customer relations problems andrinjio our reputation, and may impair market accegdaof our products.

If a product liability claim is brought against us or our product liability insurance coverage is inagquate, our business could be
harmed.

The design, manufacture and marketing of the tgb@esedical devices we sell entail an inherent aégroduct liability. Our products
are used by physicians to treat seriously ill paieWe are periodically subject to product lidhitilaims, and patients or customers may ir
future bring claims in a number of circumstances fam a number of reasons, including if our produgere misused, if a component of our
product fails, if their manufacture or design wiasvied, if they produced unsatisfactory results ¢iné instructions for use and operating
manuals and disclosure of product related risk@fmrproducts were found to be inadequate. In eaigitndividuals or groups seeking to
represent a class may file suit against us. Theoow of litigation, particularly class action lavtsuis difficult to assess or quantify. Plainti
in these types of lawsuits often seek recoveryen§ Varge or indeterminate amounts, including ndy @ctual damages, but also punitive
damages. The magnitude of the potential lossesnglo these lawsuits may remain unknown for safgl periods of time.

We carry a product liability policy with a limit ¢§10,000,000 per product liability claim and an@ggte policy limit of $10,000,000,
subject to deductibles of $250,000 per occurremce$d, 250,000 in the aggregate. We believe, basedbéms made against us in the past,
our existing product liability insurance coveragegasonably adequate to protect us from any iliglsilve might incur. However, there is no
assurance that this coverage will be sufficiergatisfy any claim made against us. In additionyweasy not be able to maintain adequate
coverage at a reasonable cost and on reasonalg i€at all. Any product liability claim broughgainst us, with or without merit, could
increase our product liability insurance ratesmvpnt us from securing any coverage in the futddelitionally, if one or more product
liability claims is brought against us for uninsdif&bilities or is in excess of our insurance aage, our financial condition and results of
operations could be negatively impacted. Furthegh<laims may require us to recall some of oudpets, which could result in significant
costs to us and could divert management’s atteffitton our business.

Changes in reimbursement levels by governmental arther third-party payors for procedures using our products may cause our
revenues to decline.

Our products are purchased principally by hospitalghysicians which typically bill various thirdagy payors, such as governmental
programs (e.g. Medicare, Medicaid and comparabikiga programs), private insurance plans and mahegee plans, for the healthcare
services provided to their patients. The abilitypaf customers to obtain appropriate reimburserfeegrgroducts and services from third-party
payors is critical to the success of medical devm®mpanies because it affects which products cue®purchase and the prices they are
willing to pay. Reimbursement varies by country aad significantly impact the acceptance of nevatetogy. Implementation of healthcare
reforms in the United States and in other countriay limit, reduce or eliminate reimbursement for products and adversely affect both our
pricing flexibility and the demand for our produdissen when we develop a promising new productmag find limited demand for the
product unless reimbursement approval is obtair@d private and governmental third party payors.

Third-party payors have adopted, and are contintgragopt, a number of healthcare policies intertdezirb rising healthcare costs.
These policies include:

» controls on government-funded reimbursement foltheare services and price controls on medical pctsland services
providers;

» challenges to the pricing of medical procedurelnits or prohibitions on reimbursement for specifievices and therapies
through other means; ai

« the introduction of managed care systems in wheadthcare providers contract to provide comprehensealthcare for a fixed
cost per persor
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We are unable to predict whether federal, stateaal healthcare reform legislation or regulatidfeeting our business may be propo
or enacted in the future, or what effect any segfislation or regulation would have on our busin€snges in healthcare systems in the
United States or elsewhere in a manner that saamifly reduces reimbursement for procedures ugingnedical devices or denies coverage
for these procedures, or adverse decisions relaingr products by administrators of these syst@nesverage or reimbursement issues,
would have an adverse impact on the acceptancergfroducts and the prices which our customersviliag to pay for them.

If we cannot obtain and maintain marketing clearane or approval from governmental agencies, we willat be able to sell our
products.

Our products are medical devices that are subjeettensive regulation in the United States arttiénforeign countries in which they
are sold. Unless an exemption applies, each medizate that we wish to market in the United Statest receive either 510(k) clearance or
premarket approval (PMA) from the U.S. Food andd>Aaministration, or the FDA, before the produch ¢ sold. Either process can be
lengthy and expensive. The FDA's 510(k) clearanmoegdure, also known as “premarket notificatios,thie process we have used for our
current products. This process usually takes froan fo 12 months from the date the premarket matiifdon is submitted to the FDA, but may
take significantly longer. Although we have obtairtel O(k) clearances for our current products, ¢esrances may be revoked by the FDA if
safety or effectiveness problems develop with #naks. The PMA process is much more costly, lengtid uncertain. It generally takes
from one to three years from the date the apptioas submitted to, and filed with, the FDA, andyntiake even longer. Regulatory regimes in
other countries similarly require approval or ciare prior to our marketing or selling productshiose countries. We rely on our distributors
to obtain regulatory clearances or approvals ofppaducts outside of the United States. If we arable to obtain additional clearances or
approvals needed to market existing or new prodadtse United States or elsewhere or obtain tieksssrances or approvals in a timely
fashion or at all, or if our existing clearances evoked, our revenues and profitability may dexli

If we or some of our suppliers fail to comply withthe FDA'’s Quality System Regulation, or QSR, and dter applicable postmarket
requirements, our manufacturing operations could bedisrupted, our product sales and profitability codd suffer, and we may be
subject to a wide variety of FDA enforcement actios.

After a device is placed on the market, numerogslegory requirements apply. We are subject tognspn and marketing surveillance
by the FDA to determine our compliance with allutegory requirements. Our failure to comply withphpable regulatory requirements col
result in the FDA or a court instituting a wide iedy of enforcement actions against us, includimiblic Warning Letter; an order to
shutdown some or all manufacturing operationsgaltef products; fines or civil penalties; seizaredetention of our products; refusing our
requests for 510(k) clearance or a premarket aprov PMA, of new or modified products; withdrawib10(k) clearance or PMA approvals
already granted to us; and criminal prosecution.

Our manufacturing processes and those of somerafuppliers must comply with the FD&\Quality System Regulation, or QSR, wt
governs the methods used in, and the facilitiescamdrols used for, the design, testing, manufactuontrol, quality assurance, installation,
servicing, labeling, packaging, storage and shippihmedical devices. The FDA enforces the QSRutinounannounced inspections. If we,
or one of our suppliers, fail a QSR inspectionif @rcorrective action plan adopted by us or onewfsuppliers is not sufficient, the FDA nr
bring an enforcement action, and our operationgddoe disrupted and our manufacturing delayed. Yéeabso subject to the FDA'’s general
prohibition against promoting our products for upiegved or “off-label” uses, the FDA’s adverse eveatorting requirements and the FDA’s
reporting requirements for field correction or puotiremovals. The FDA has recently placed increaseghasis on its scrutiny of compliance
with the QSR and these other postmarket requiresnent

On May 27, 2011, we received a Warning Letter ftbmFDA in connection with the FDA'’s inspectionafr Queensbury, NY
manufacturing facility. In the Warning Letter, tRBA cited deficiencies in our response
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letter we provided to FDA pertaining to the insp@tthat occurred from January 4 through Januarn?@31. These deficiencies related to
internal procedures for medical device reportirggrections and removals and complaint handling.

On February 10, 2012, we received from the FDA mrF483, List of Investigational Observations, imnection with its inspection of
our Queensbury facility from November 14, 2011 tigio February 10, 2012. The Form 483 contained $2mtions related to, among other
things, our CAPA(Corrective and Preventive Actiggytem, MDR (Medical Device Reporting), complaimigstigation, corrections and
removals, acceptance criteria and training. Sonteebbservations contained in the Form 483 weareakobservations from the May 27,
2011Warning Letter.

On February 13, 2012, we received from the FDA mr~433 in connection with its inspection of our fent facility from January 12,
2012 through February 13, 2012. The Form 483 coeth6 observations related to, among other thimgsCAPA system, design controls,
risk management and training.

We have developed a comprehensive Quality CalldiioA Program to review and augment our Quality Mpment Systems at our
Queensbury facility, and we have implemented nuoeeroeasures outlined in that plan. When we intlisite program in early December
2011, we engaged a team of external regulatorygaatity experts and reallocated a significant nundfengineering and product
development resources to support this corporati@tine. In fiscal 2012, we incurred $2.3 milliom ¢osts associated with the Quality Call to
Action Program.

We provided responses to FDA within 15 business a@dyur receipt of the Form 483s and we will coné to work closely with FDA
to resolve any outstanding issues. There can lassarance that the FDA will be satisfied with asponse. Until the items raised in the
Warning Letters and during the recent inspectioascarrected, we may be subject to additional @guy action by the FDA, including the
issuance of warning letters, injunction, seizureemall of products, imposition of fines or pergdtior operating restrictions on our facilities.
Such actions could significantly disrupt our ongpbusiness and operations and have a materialsalirapact on our financial position and
operating results.

If we, or one of our suppliers, violate the FDA&uirements or fail to take adequate correctivimadh response to any significant
compliance issue raised by the FDA, the FDA car tadtious enforcement actions which could causemduct sales and profitability to
suffer.

In addition, most other countries require us andsoppliers to comply with manufacturing and quatissurance standards for medical
devices that are similar to those in force in thmitél States before marketing and selling our petedin those countries. If we, or our
suppliers, should fail to do so, we would lose ahitity to market and sell our products in thosardoies.

Even after receiving regulatory clearance or approal, our products may be subject to product recallsywhich may harm our reputation
and divert managerial and financial resources.

The FDA and similar governmental authorities inestbountries have the authority to order mandatecgll of our products or order
their removal from the market if there are matedidiciencies or defects in design, manufacturgtaitation, servicing or labeling of the
device, or if the governmental entity finds that ptoducts would cause serious adverse health qoesees. A government mandated
voluntary recall or field action by us could ocagra result of component failures, manufacturimgreror design defects, including labeling
defects. Any recall of our products may harm oputation with customers and divert managerial amahfcial resources.

Recently, we initiated voluntary Class Il recalfsv@naCureEVLT® NeverTouch procedure kits, Morphe @I PICC’s and DuraMag
Chronic HemoDialysis Catheters. These three restdlmmed from
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defective parts manufactured by suppliers. In &lditve have initiated a voluntary recall of ourmé&nife System in connection with the
system’s ablation zone estimates.

We may be subject to fines, penalties or injunctianif we are determined to be promoting the use ofuo products for unapproved or
“off-label” uses.

If we are incorrect in our belief that our promai@ materials and training methods regarding plegsgare conducted in compliance
with regulations of the FDA and other applicablguiations, and the FDA determines that our pronmationaterials or training constitutes
promotion of an unapproved use, the FDA could regthet we modify our training or promotional médés or subject us to regulatory
enforcement actions, including the issuance of mimg letter, injunction, seizure, civil fine andrainal penalties.

On January 24, 2011 we received a Warning Letten fihe FDA in connection with our marketing of thanoKnife System. In the
Warning Letter, the FDA states that certain stat@mee made, including those on our company welsitanote the use of the NanoKnife
System beyond its currently cleared indications.réd&ponded to the FDA as necessary and intend tio elmsely with them to resolve any
outstanding issues. While we believe we have belynresponsive to the matters raised by the FDfamWarning Letter, there can be no
assurance that the FDA will be satisfied with asponse. Therefore, we may be subject to additiegailatory action by the FDA, including
the issuance of a warning letter, injunction, sezar recall of products, imposition of fines onpdies and any such actions could
significantly disrupt our business and operatioms laave a material adverse impact on our finampaaition and results of operations. It is
also possible that other federal, state or foreigiorcement authorities might take action if thepgider promotional or training materials to
constitute promotion of an unapproved use, whiaklicceesult in significant fines or penalties undérer statutory authorities, such as laws
prohibiting false claims for reimbursement.

Modifications to our current products may require new marketing clearances or approvals or require ugo cease marketing or recall
the modified products until such clearances or apmvals are obtained.

Any modification to an FDA-cleared medical devibattcould significantly affect its safety or eff@eness, or that would constitute a
major change or modification in its intended usguires a new FDA 510(k) clearance or, possibpremarket approval. The FDA requires
every manufacturer to make its own determinatiotoaghether a modification requires a new 510(kpchnce or premarket approval, but the
FDA may review and disagree with any decision reddby the manufacturer. We have modified aspectswie of our devices since
receiving regulatory clearance. We believed thatesof these modifications did not require new 5)@{garance or premarket approval and,
therefore, we did not seek new 510(k) clearancgsemarket approvals. In the future, we may malditimthal modifications to our products
after they have received FDA clearance or appramd| in appropriate circumstances, determine thatalearance or approval is
unnecessary. Regulations in other countries in kvivie market or sell, or propose to market or seit,products may also require that we
make judgments about changes to our products aethethor not those changes are such that regulapproval or clearance should be
obtained. In the United States and elsewhere, aémgyl authorities may disagree with our past aureidecisions not to seek new clearance or
approval and may require us to obtain clearan@pproval for modifications to our products. If tiwatre to occur for a previously cleared or
approved product, we may be required to cease tiagker recall the modified device until we obt#ire necessary clearance or approval.
Under these circumstances, we may also be subjsagnificant regulatory fines or other penaltiésny of the foregoing were to occur, our
financial condition and results of operations cduédnegatively impacted.

We are subject to healthcare fraud and abuse regutimns that could result in significant liability, require us to change our business
practices and restrict our operations in the future

We are subject to various federal, state and laged targeting fraud and abuse in the healthcatesimy, including anti-kickback and
false claims laws. Violations of these laws areighable by criminal or civil sanctions, includingbstantial fines, imprisonment and
exclusion from participation in healthcare programs
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such as Medicare and Medicaid and health progranssde the United States. These laws and regukatioan wide ranging and subject to
changing interpretation and application, which dostrict our sales or marketing practices. Funttoee, since many of our customers rely
on reimbursement from Medicare, Medicaid and offteternmental programs to cover a substantial podfdheir expenditures, our
exclusion from such programs as a result of a timleof these laws could have a material adverzedn our business, results of operati
financial condition and cash flow.

If our employees or agents violate the U.S. Foreig@orrupt Practices Act or anti-bribery laws in other jurisdictions, we may incur
fines or penalties, or experience other adverse ceequences.

We are subject to the U.S. Foreign Corrupt Prasthet, or FCPA, and similar anti-bribery laws indmational jurisdictions which
generally prohibit companies and their intermedmfrom making improper payments to non-U.S. ddficfor the purpose of obtaining or
retaining business. Because of the predominangev@rnment-sponsored healthcare systems arounvdottie, many of our customer
relationships outside of the United States are githernmental entities and are therefore subjestioh anti-bribery laws. Our sales to
customers and distributors outside of the UnitedeSthave been increasing and we expect them tmaero increase in the future. If our
employees or agents violate the provisions of i€ A or other anti-bribery laws, we may incur firegpenalties, we may be unable to
market our products in other countries or we magyeeience other adverse consequences which couldhmaterial adverse effect on our
operating results or financial condition.

Failure to attract additional capital which we mayrequire to expand our business could curtail our gowth.

We may require additional capital to expand ouiiress. If cash generated internally is insufficientund capital requirements, we w
require additional debt or equity financing. In aitah, we may require financing to fund any sigodt acquisitions we may seek to make.
Needed financing may not be available or, if ald@amay not be available on terms satisfactonystand may result in significa
stockholder dilution. Covenants in our existingafiicing may also restrict our ability to obtain didaial debt financing. If we fail to obtain
sufficient additional capital in the future, we tdbe forced to curtail our growth strategy by reidg or delaying capital expenditures and
acquisitions, selling assets, restructuring ouraipens or refinancing our indebtedness.

Any disaster at our manufacturing facilities coulddisrupt our ability to manufacture our products for a substantial amount of time,
which could cause our revenues to decrease.

We conduct our manufacturing and assembly at faslin Queensbury, New York, Glens Falls, New Ydflanchester, Georgia, and
Cambridge, England. It would be difficult, experesand time-consuming to transfer resources fromfacibty to the other, replace, or repair
these facilities and our manufacturing equipmettiéfy were significantly affected by a disasterdidnally, we might be forced to rely on
third-party manufacturers or to delay productiorof products. Insurance for damage to our progeetnd the disruption of our business
from disasters may not be sufficient to cover &lbar potential losses and may not continue touaélable to us on acceptable terms, or at all.
In addition, if one of our principal suppliers weceexperience a similar disaster, uninsured lossder-insured loss, we might not be able to
obtain adequate alternative sources of suppligsamtucts or could face significant delays and irrstantial expense in doing so. Any
significant uninsured loss, prolonged or repeaisdigtion, or inability to operate experienced lsyaun any of our principal suppliers could
cause significant harm to our business, finan@abdion and results of operations.

Our inability to manage our growth or successfullyimplement our internal reorganization may have an dverse effect on our business,
financial condition or results of operations.

Over the past several years we have experiencadisémt growth. Our inability to manage our grovahour internal reorganization
into strategic divisions could impact our abilibymeet our customers’ demands, which could causesfsales to suffer.
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Our stock price may be volatile, which may cause #hvalue of our stock to decline or subject us tosecurities class action litigation.

The trading price of our common stock is likelyo® highly volatile and could be subject to widecfliations in price in response to
various factors, many of which are beyond our ainincluding:

general economic, industry and market conditi

actions by institutional or other large stockho$d

the depth and liquidity of the market for our conmstock;

volume and timing of orders for our produc

developments generally affecting medical device gamnes;

the announcement of new products or product enlnagrees by us or our competito

changes in earnings estimates or recommendatiossduyities analyst:

investor perceptions of us and our business, iffudhanges in market valuations of medical devm®panies
our results of operations and financial performa

In addition, the stock market in general, and tA&SRAQ Stock Market and the market for medical desiin particular, have
experienced substantial price and volume volatitigt is often seemingly unrelated to the operapieidormance of particular companies.
These broad market fluctuations may cause thenggalice of our common stock to decline. In thet psescurities class action litigation has
often been brought against a company after a pefiedlatility in the market price of its commorosk. We may become involved in this t
of litigation in the future. Any securities litigah claims brought against us could result in safitiil expense and the diversion of
management’s attention from our business.

Anti-takeover provisions in our organizational docunents and Delaware law may discourage or prevent@éhange of control, even if an
acquisition would be beneficial to our stockholderswhich could cause our stock price to decline angrevent attempts by our
stockholders to replace or remove our current managment.

Our amended and restated certificate of incorpamadnd our amended and restated bylaws contairisgrog that may enable our
management to resist a change in control. Theséswas may discourage, delay or prevent a chamgfeei ownership of our company or a
change in our management. In addition, these gomsscould limit the price that investors wouldvedling to pay in the future for shares of
our common stock. Such provisions include:

our board of directors is authorized, without pstwckholder approval, to create and issue “bldrdck” preferred stock, with
rights senior to those of common sto

our board of directors is classified so that nbtra@mbers of our board of directors are electazhattime, which may make it mc
difficult for a person who acquires control of ajardy of our outstanding voting stock to replaag directors;

advance notice requirements for stockholders toimat® individuals to serve on our board of diregtor for stockholders to
submit proposals that can be acted upon at stog&hateetings

stockholder action by written consent is prohib;t
stockholders are not permitted to accumulate trais for the election of directol

We are also subject to the provisions of Sectidd @the Delaware General Corporation Law, whicly pahibit certain business
combinations with stockholders owning 15% or mdrewr outstanding voting stock.
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In addition, our board of directors has adoptetbakholder rights plan, which could delay or prevamhange in control of us even if
the change in control is generally beneficial to stockholders. These and other provisions in owgraded and restated certificate of
incorporation, amended and restated bylaws andieéalaw could make it more difficult for stockheld or potential acquirers to obtain
control of our board of directors or initiate actsothat are opposed by our then-current boardreétdirs, including delaying or impeding a
merger, tender offer or proxy contest involving oampany. Any delay or prevention of a change oftic transaction or changes in our
board of directors could cause the market priceuofcommon stock to decline.

Our goodwill and intangible assets are subject togiential impairment.

A significant portion of our assets consists ofdwitl and intangible assets, the carrying valugvbfch may be reduced if we determine
that those assets are impaired. At May 31, 201@gdl and intangible assets represented approxin&456 million, or approximately 63%
of our total assets.

Most of our intangible assets have determinabléulfiees and are amortized over their useful lieeseither a straightne basis or ove
the expected period of benefit or as revenuesaareed from the sales of the related products. Tiuedying assumptions regarding the
estimated useful lives of these intangible assetseviewed annually and more often if an evertdimumstance occurs making it likely that
the carrying value of the assets may not be reatWerand are adjusted through accelerated amaotizidinecessary.

We review our two reporting segments for poterg@bdwill impairment in the third fiscal quarter edich year as part of our annual
goodwill impairment testing, and more often if areet or circumstance occurs making it likely thmpairment exists. We conduct
impairment testing based on our current busineagesfy in light of present industry and economiaditions, as well as future expectations.
The annual goodwill impairment review performediecember 2011 indicated no goodwill impairments.

If actual results differ from the assumptions astineates used in the goodwill and intangible asakiulations, we could incur future
impairment or amortization charges, which couldategly impact our results of operations.

ltem 1B. Unresolved Staff Commen
None

Item 2. Properties

We own a manufacturing, administrative and warebdasility of approximately 189,000 square feeGiens Falls, New York acquire
as part of the Navilyst transaction. We own a mactuiring, administrative, engineering and warehdasiity of approximately 129,000
square feet situated on 18 acres in Queensbury,Yelu In July 2009, we entered into an agreememease, for a ten year period plus 2
year renewal options, a 52,500 square foot offigélimg in Latham, New York to house our corporhgadquarters and certain busin
operations. The lease commencement date was Magd1Q. See Item 7 of this annual report, “Manag#adiscussion and Analysis of
Financial Condition and Results of Operations—Ldfifyi and Capital Resources,” for a discussion & kase.

We lease an engineering facility of approximately0B0 square feet in Cambridge, Massachusettsrachas part of the Navilyst
transaction. We also lease additional propertielsiding a manufacturing facility of approximatel§,600 square feet located in Manchester,
Georgia which also includes office space, 14,50@&eg feet of office and research and developmertdesin Fremont, California, 10,000
square feet of office and manufacturing in the &hiKingdom, 7,800 square feet of sales and admatiig offices in the Netherlands and
1,600 square feet of sales office space in Hamliegmnany.
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Item 3. Legal Proceeding:
AngioDynamics v. biolitet

On January 2, 2008, we commenced an action in tited)States District Court for the Northern Distiof New York entitled
AngioDynamics, Inc. v. biolitec, Inc. In this aatiowe are seeking judgment against biolitec foedsé and indemnification in two lawsuits
which we previously settled. Our claims arise dut &upply and Distribution Agreement (“SDA”) ergdrinto with biolitec on April 1, 2002.
Biolitec has filed counter-claims against us irstaction, seeking reimbursement of approximatel$ &iillion in alleged past defense costs
paid by biolitec in one of the settled cases. Opt&aber 27, 2011, the U.S. District Court for thertNern District of New York granted key
portions of our motion for summary judgment in tegal case against biolitec. The Court’s order fitad under seal. As of this date, the
order has not yet been entered as a judgment angfohe does not contain specified amounts withaetsto damages, and there can be no
assurance that we will recover the full amountmmy amount, of the damages we have sought agagtisé® The Court also dismissed
biolitec’s counterclaims against us. The court ddrdne portion of our summary judgment motion, Wtgought to recover additional costs
from biolitec, leaving this for adjudication atati

In October 2009, we commenced an action in theddriitates District Court for the District of Madsasetts entitled AngioDynamics,
Inc. v. biolitec AG and Wolfgang Neuberger. The @dant in this action was amended in March 2010s Hetion seeks to recover against
biolitec, Inc.’s parent entities and CEO for tousty interfering with biolitec, Incs contractual obligation to defend and indemnifyarsl als
seeks to pierce the corporate veil of biolitec, bred to invalidate certain alleged fraudulent$fars in order to hold biolitec, Inc.’s parent
entities jointly and severally liable for the alk®bbreach of the SDA. This case is currently indiseovery phase.

We will continue to vigorously enforce our rightsder the supply agreement with biolitec. Howevethie event it is ultimately
determined that the claims asserted in the Dionsédraand the VNUS action are not within biolite@islemnification obligations under the
biolitec supply agreement, we may be required itolvarse biolitec for the costs and expenses ofratfig the Diomed action.

Navilyst Medical, Inc. v. Merit Medical Systems,dr

On November 18, 2011, Navilyst Medical, Inc. filgdit for patent infringement against Merit Medi&gistems, Inc. in the United States
District Court, District of Massachusetts allegihgt Merit infringes certain patents held by NasilyOn March 1, 2012, Navilyst filed an
amended complaint alleging that Merit also infrisg@other patent. The patents in suit generaliteeb Navilyst's fluid management
systems. Merit denies Navilyst’s claims of infrimgent, and asserts various affirmative defensesit Mas also asserted a counterclaim for
declaratory judgment of non-infringement and indii. Navilyst seeks a permanent injunction, monetlamages and its costs. The parties
are presently in the midst of discovery. No triatalhas yet been set.

C.R. Bard, Inc. v. AngioDynamics, Inc.

On January 11, 2012, C.R. Bard, Inc. filed a suthe United States District Court of Utah claimowggtain of our implantable port
products infringe on patents held by them. Bargkisking unspecified damages and other relief. Tdiatjff is also seeking to consolidate t
action with separate actions it filed on the samg ahainst Medical Components, Inc. and Smiths MadiSD, Inc. relating to implantable
port products. We believe these claims are withoertit and intend to defend them vigorously. We haverecorded an expense related to the
outcome of this litigation because it is not yesgible to determine if a potential loss is probatdereasonably estimatable.

Cirrex Systems LLC v. AngioDynamics, Inc.

On May 21, 2012, Cirrex Systems LLC filed a suithe United States District Court of Georgia claigthat certain of our endovenous
ablation products infringe on patents held by th€mrex is seeking unspecified
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damages and other relief. We believe these claimgvithout merit and intend to defend them vigoipud/e have not recorded an expense
related to the outcome of this litigation because not yet possible to determine if a potentiaisl is probable nor reasonably estimatable.

Joseph Pierre v. AngioDynamics, Inc

In July 2011, a former employee dual-filed a cormmlaith the New York State Division of Human Rigtdand the Equal Employment
Opportunity Commission, entitled Joseph Pierre ngidDynamics, Inc. In this action, the former enyge is alleging discrimination due to
his status as an Africafimerican, in light of him being reassigned to amrotbroject. At the conclusion of its investigatidime Division issue
a finding of “no probable cause” on January 6, 284@& dismissed the complaint. The complainant dicappeal the decision to preserve his
New York Human Rights Law claims. On February 2212, the Equal Employment Opportunity Commissicués its determinatic
adopting the decision of the Division and dismigdime charge. The complainant filed a federal cmhowing the EEOC’s decision in the
United States District Court for the Northern Dittof New York on May 21, 2012. This complaint neakhe same allegations of
discrimination, and alleges causes of action uiidt VII of the Civil Rights Act and 42 U.S.C. 198We believe these claims are without
merit and intend to defend them vigorously. We hawerecorded an expense related to the outcorttesolitigation because it is not yet
possible to determine if a potential loss is prééaior reasonably estimable.

Cardinal Health v. Navilyst Medical, Inc.

On December 21, 2011, Cardinal Health Canada 2@4(Cardinal Health) filed a demand for arbitratfmursuant to the terms of the
International Distributorship Agreement enterea ias of November 1, 2008 between Navilyst and @afdiealth. Cardinal Health claims
that it is entitled to damages based on Navilydt'sision to terminate the International Distribstop Agreement. The parties have entered
into a written stipulation to stay the proceedingthis matter pending the outcome of a relategdtton brought by Cardinal health against
three our current employees (all of whom are foremaployees of Cardinal Health) in the Ontario SigweZourt of Justice (Cardinal Health
Canada, Inc. vs. Alexander, Sohi & Campbell, SupeCiourt of Justice, Ontario, Canada, No. CV-114(the Ontario Litigation). If this
matter proceeds following the stay, we intend toyde allegations contained in the demand fortiatidn and to advance counterclaims
against Cardinal Health. Navilyst entered intoiatjdefense agreement with the defendants in thar@rLitigation, pursuant to which
Navilyst agreed, subject to certain conditionanttemnify the defendants for all legal fees relgtio the Ontario Litigation as well as a
damages or cost awards arising out of the Ontatigdtion. While we intend to vigorously defend ags these actions, each of these cases is
in the preliminary states and, as result, the @teroutcome of these cases and their potentiaidiabimpact are not determinable at this ti

We are party to other legal actions that arisdéndrdinary course of business. We believe thatiahility resulting from any currently
pending litigation will not, individually or in thaggregate, have a material adverse effect onuminéss or financial condition, results of
operations or cash flow.
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Part Il

Item 5. Market for Registran’'s Common Equity, Related Stockholder Matters, aisduer Purchases of Equity Securities.
Our common stock is traded on The Global Seleckistarer of The NASDAQ Stock Market LLC (formerligeé Nasdaq National
Market), under the symbol “ANGO.”

The following table sets forth, for the periodsigaded, the high and low sale prices for our comstock as reported by The NASDAQ
Stock Market.

Sale Price
High Low
Year ended May 31, 2012
Fourth Quarte $13.21 $11.3¢
Third Quartel $15.3¢ $12.0¢
Second Quarte $16.3¢ $12.6(
First Quartel $16.0C $12.91
Sale Price
High Low
Year ended May 31, 2011
Fourth Quarte $17.1¢ $14.7¢
Third Quartel $17.7: $13.7¢
Second Quarte $15.71 $13.61
First Quartel $16.5¢ $13.81

As of July 31, 2011, there were 286 record holdéisur common stock.

Dividends

We did not declare any cash dividends on our comstock during our last two fiscal years. We do awticipate paying any cash
dividends on our common stock for the foreseealtleré.

Share Repurchase Program

On October 5, 2011, our Board of Directors autteatithe repurchase of up to $20 million of our comratwock, prior to May 31, 2012.
In fiscal 2012, we purchased 142,305 shares asteof@pproximately $2.1 million.
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Performance Grapl

The following graph compares the cumulative togalim to shareholders on AngioDynamics, Inc.’s camrstock relative to the
cumulative total returns of the NASDAQ Compositdar, the NASDAQ Medical Equipment index and the RB@allCap Medical Devices
index. An investment of $100 (with reinvestmentbifdividends) is assumed to have been made ic@mmon stock and in each of the
indexes on 6/02/2007 and its relative performandeaicked through 5/31/2012.
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* $100 Invested on 6/2/07 in stock or 5/31/07 in indecluding reinvestment of dividends. Indexexo#ted on mont-end basis

The stock price performance included in this gragphot necessarily indicative of future stock pnegformance.

RDG

SmallCap
NASDAQ

NASDAQ Medical Medical
ANGO Composite Equipment Devices
6/2/07 100.0( 100.0¢ 100.0( 100.0¢
8/31/07 119.5: 99.3¢ 108.1: 105.0¢
11/30/0} 119.2: 98.91 119.2¢ 104.5¢
2/29/0¢ 101.8¢ 85.4:2 102.2¢ 90.17
5/31/0¢ 95.1¢ 95.04 101.8( 88.3¢
8/31/0¢ 100.9: 87.5¢ 102.8: 91.27
11/30/0¢ 73.2¢ 57.4% 62.6: 63.58
2/28/0¢ 72.91] 53.8¢ 53.02 50.1%
5/31/0¢ 75.37 71.14 65.71 60.1¢
8/31/0¢ 79.5¢ 81.2¢ 79.0C 72.2¢
11/30/0¢ 95.52 85.4: 84.8¢ 74.1z2
2/28/1( 99.8¢ 88.1¢ 96.0: 82.1¢
5/31/1( 90.72 86.6¢ 95.5¢ 82.32
8/31/1( 93.4¢ 85.6( 83.2¢ 78.61
11/30/1( 85.81 98.2% 90.7¢ 86.72
2/28/11 103.3: 110.9:2 107.5¢ 99.6(
5/31/11 96.4¢ 113.5¢ 117.6¢ 106.4!
8/31/11 88.4¢ 104.0; 103.5¢ 90.9(
11/30/1: 92.8i 103.01 106.2: 92.64
2/29/1: 79.9¢ 115.9¢ 119.2¢ 97.5¢
5/31/1z 73.9¢€ 112.9¢ 115.0% 95.5¢
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ltem 6. Selected Consolidated Financial Da

You should read the following selected financialda conjunction with our consolidated financieltements and the related notes and
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations” included elsese in this annual report on Form
10-K. The consolidated statements of operations fimtthe fiscal years ended May 31, 2012, May281,1 and May 31, 2010, and the
consolidated balance sheet data as of May 31, @6dMay 31, 2011, are derived from the audited alisteted financial statements that are
included elsewhere in this annual report on ForaiK1The consolidated statements of operations fatthe fiscal years ended May 31, 2009
and May 31, 2008, and the consolidated balance sla¢e as of May 31, 2010, May 31, 2009 and May2B03, are derived from our audited
consolidated financial statements not includedhis &nnual report on Form 10-K. Historical resalts not necessarily indicative of the results

of operations to be expected for future periods. [Sete A of “Notes to Consolidated Financial Statats” for a description of the method
that we used to compute our historical basic ahdetl net income per share attributable to comntockbolders.

Year ended
(Amounts in thousands, except per share information
May 31, 2012 May 31, 2011 May 31, 2010 May 31, 2009 May 31, 2008
(b) (f) (@) (b) (e) (b) (b) (d) (b) (c)
Consolidated Statements of Operation
Data:
Net sales $ 221,78 $ 215,75 $ 216,03 $ 195,05 $ 166,50
Cost of sale: 95,82¢ 90,04" 89,06¢ 74,98¢ 63,91!
Gross profit 125,95¢ 125,70: 126,96 120,06! 102,58
Operating expenst
Research and developmt 20,51: 21,37: 19,27¢ 17,91« 14,42¢
Sales and marketir 64,50¢ 58,12 60,92! 57,791 46,047
General and administrati\ 18,33« 17,82¢ 16,431 19,12/ 15,42¢
Amortization of intangible: 9,40¢ 9,23¢ 9,46: 9,12¢ 6,84¢
Acquisition and other items,
net 16,16+ 7,182 — — 3,60¢
Total operating expens 128,92( 113,74( 106,09¢ 103,96: 86,35!
Operating (loss) incom (2,962 11,96 20,87: 16,10¢ 16,23¢
Other (expenses) incon
Interest incom 1,09( 737 713 1,55¢ 3,15
Interest expens (50¢) (499) (672) (731) (1,329
Other (expenses) incon (2,902 (1,509) (1,299 (1,780 (739
Total other (expenses)
income, ne (2,320 (1,26%) (1,2572) (952 1,092
(Loss) income before
income tax provisiol (5,282 10,69¢ 19,61¢ 15,15: 17,32¢
Income tax (benefit) provisia (18¢) 2,581 7,307 5,22( 6,43¢
Net (loss) incom $ (5,099 $ 8,11 $ 12,31 $ 9,93 $ 10,88¢
(Loss) earnings per she
Basic $ 0.20) $ 0.3¢ $ 0.5C $ 0.41 $ 0.4f
Diluted $ (0.20) $ 0.32 $ 0.5C $ 0.41 $ 0.4f
Weighted average number of shares
used in per share calculatic
Basic 25,382,29 24,870,00 24,580,48 24,363,23 24,081,71
Diluted 25,382,29 25,132,76 24,786,84 24,512,67 24,348,96
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As of
May 31, May 31, May 31, May 31, May 31,
2012 2011 2010 2009 2008
Consolidated Balance Sheet Date
Cash, cash equivalents and marketable securifjt $ 40,07¢ $131,54. $100,07- $ 68,187 $ 78,29(
Working capital 103,81¢ 168,79¢ 145,33: 118,89¢ 100,54¢
Total asset 721,76¢ 437,42: 423,92! 408,70: 408,74
Non-current liabilities 142,50( 6,27¢ 6,55( 6,81( 11,70(
Retained earning 30,17¢ 35,26¢ 27,15: 14,84( 4,90¢
Total stockholdel' equity 523,52( 405,63¢ 391,34¢ 372,19 355,71

(@ Cash, cash equivalents and marketable sesurtitude auction-rate investments of $1,850,00@at 31, 2012, May 31, 2011,May 31,
2010, and May 31, 2009, escrow receivable of $2(8at May 31, 2012 and restricted cash of $68z200ay 31, 200¢

(b) Fiscal years 2012, 2011, 2010, 2009 and 2008 iedine impact of stock based compensation expeosedur adoption of authoritati
guidance for share based payment awards and thectrop operating income was approximately $4.lionijl$ 4.6 million, $4.9
million, $5.8 million and $4.9 million, respectiyelThe impact on net income was approximately $aillfon or $0.11 per basic and
diluted share for fiscal 2012, $2.9 million or $2 der basic and diluted share for fiscal 2011, $aillion or $0.13 per basic and diluted
share for fiscal 2010, $3.7 million or $0.15 pesibaand diluted share for fiscal 2009 and $3.1ianilbr $0.13 per basic and diluted
share for fiscal 2008. See Notes A and N to thesGlishated Financial Statements for additional infation.

(c) Infiscal 2008, we accrued $6.8 million for tettlement of the VNUS patent infringement andersgd $3.2 million of a Diomed patent
infringement accrual as a result of the settlenoétite matter

(d) To conform to the fiscal 2010 presentation;di2009 results include reclassifications madadtude strategic business unit
management in marketing costs. The reclassificatiesulted in an increase in marketing costs ateteease in general and
administrative costs of $1 million in fiscal 20(

(e) The fiscal 2011 results include, in “Acquisitiand other items, net”, $7.2 million of impairmehtarges related to our decision to not
continue development of the Medron Lightport tedbgyg, the write down of Centros prepaid royaltie do lower than anticipated
sales and executive transition co

() The fiscal 2012 results include, in “Acquisiti@nd other items, net”, $11.2 million in cost tethto the Navilyst acquisition, $2.3
million in CEO and executive transition costs, $thilion in costs associated with closing the UKif@y, $604 thousand related to the
Microsulis strategic partnership, $465 thousandasts related to patent litigation, partially offbg $201 thousand from the sale of the
Centros product line

(9) In addition to the costs related to the NaviBysquisition defined in the preceding note, odabee sheet as of May 31, 2012 was
impacted by the acquisition which was financed tlgfothe issuance of approximately 9.5 million skareour common stock, $150
million in debt financing and $97 million in cashdditionally, at May 31, 2012, we have $2.5 millionescrow receivable and $2.4
million in net deferred financing costs, recordechacomponent of other assets, on our balance. SeetNote A to the Consolidated
Financial Statements for additional details of tssaequired and liabilities assumed at the dateqtisition.

Item 7. Managemen's Discussion and Analysis of Financial Conditionsid Results of Operation

The following information should be read togethéthvthe audited consolidated financial statementsthe notes thereto and other
information included elsewhere in this annual répoarForm 10-K.

Forward-Looking Statements

This annual report on Form 10-K, including the &rtg entitled “Management’s Discussion and Analggisinancial Condition and
Results of Operations”, contains forward-lookingtsinents within the meaning of the Private Seasititigation Reform Act of 1995. All
statements regarding AngioDynamics’ expected future
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financial position, results of operations, cashwBpbusiness strategy, budgets, projected cogigataxpenditures, products, competitive
positions, growth opportunities, plans and objexdiof management for future operations, as wedtatements that include the words such as
“expects,” “ " " “anticipates,” 1ans,” “believes,” “seeks,” “estimates,” or variatis of such words and similar expressions,

reaffirms” “intends,
are forward-looking statements. These forward Inglstatements are not guarantees of future perfarenand are subject to risks and
uncertainties. Investors are cautioned that aetwaihts or results may differ from our expectatidretors that may affect the actual results
include, without limitation, our ability to develayur existing and new products, future actionsh®/EDA or other regulatory agencies, res
of pending or future clinical trials, the resulfsomgoing litigation, overall economic conditiorgeneral market conditions, market accepta
foreign currency exchange rate fluctuations, tfiect$ on pricing from group purchasing organizagiand competition, as well as our ability
to integrate purchased businesses as well assthéagtors listed in Item 1A of this annual repamtForm 10-K.

Although we believe that the assumptions underlyiregforward-looking statements contained heregrnraasonable, any of the
assumptions could be inaccurate and, therefores e be no assurance that the forward-lookintgrstents included in this annual report on
Form 10-K will prove to be accurate. In light oktkignificant uncertainties inherent in the forwbodking statements included herein, the
inclusion of such information should not be regdrde a representation by us or any other persomwtinabjectives and plans will be
achieved. Any forward-looking statements are madsymant to the Private Securities Litigation Refdknt of 1995 and, as such, speak only
as of the date made. We disclaim any obligatiompibate the forward-looking statements. Investoescautioned not to place undue reliance
on these forward-looking statements which speak aslof the date stated, or if no date is statedf she date of this document.

Overview

We design, manufacture and sell a wide range ofcakdurgical and diagnostic devices used by pRifamal healthcare providers for
vascular access, for the treatment of periphersdwlar disease and for use in oncology and surgéttings. Our devices are generally use
minimally invasive, image-guided procedures. Mdsbur products are intended to be used once amddisearded, or they may be
temporarily implanted for short- or long-term use.

Prior to fiscal 2011, we reported our results oérgpions as three reportable segments: Periphasduar, Access and
Oncology/Surgery. At the beginning of fiscal 20t combined our Peripheral Vascular and Accessrtaiple segments into a single
reportable segment that was named the Vascularesggirhe Vascular segment, under the directiongdreeral manager, is responsible for
products targeting the venous intervention, dialgsicess, thrombus management and peripheral elisgakets and has dedicated research
and development and sales and marketing persossigh&d to it. The Oncology/Surgery segment, utidedirection of a general manage
responsible for microwave products, RF Ablationbefization, NanoKnife and Habib product lines ard dedicated research and
development and sales and marketing personnelnesstg it.

Our principal competitive advantages are our ddédicanarket focus, established brands and innovptivducts. We believe our
dedicated focus enhances patient care and engdogelty among our customers. As a provider ofivgational devices for over two
decades, we believe we have established AngioDysilmiands as premium performance products. Walothte frequently with leading
interventional physicians in developing our produenid rely on these relationships to further supmar brands.

For the past five fiscal years, over 95% of ourgaes were from single-use, disposable products.
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The following table sets forth our aggregate nitsstcom the following product categories for castlthree fiscal years:

2012 2011 2010
% of % of % of
Net Sales Net Sale: Net Sales Net Sale: Net Sales Net Sale:
(dollars in thousands)
Peripheral Vascule $ 95,20( 43% $ 86,99. 40% $ 92,16! 43%
Access 63,857 2% 62,53( 29% 66,98¢ 31%
Vascular 159,05 72% 149,52. 69% 159,15: 74%
Oncology/Surgen 62,73( 28% 66,22¢ 31% 56,88¢ 26%
Total $221,78 100% $215,75( 100% $216,03! 100%

We sell our products in the United States througlrect sales force and outside the U.S. througbmabination of direct sales and
distributor relationships. For fiscal years 201@12 and 2010, net sales outside the U.S. were 18%,and 11%, respectively.

Our growth depends in large part on the continuotieduction of new and innovative products, togetwith ongoing enhancements to
our existing products, through internal productelepment, technology licensing and strategic atiéemn We recognize the importance of, and
intend to continue to make investments in, reseanthdevelopment. For fiscal 2012, 2011 and 20a0research and development (“R&D")
expenditures were $20.5 million, $21.4 million &1®.3 million, respectively, and constituted 9.28% and 8.9%, respectively, of net
sales. R&D expenses include costs to develop nedugts, enhance existing products, validate neweaihdnced products, and manage
clinical, regulatory and medical affairs and oueltectual property.

We are also seeking to grow through selective atipns of complementary businesses and techn@olyielanuary 2007, we acquired
RITA Medical Systems, Inc. This acquisition creagediversified medical technology company with adaf line of access, diagnostic and
therapeutic products that enable interventionabpligns and surgeons to treat peripheral vascidaage and cancerous tumors.
Interventional oncology is a large and growing dmaour existing customer base and RITA’s leadigrplosition, premium products and
excellent reputation fit our strategy. RITA hadeaystrong position in vascular access ports, whiehan ideal sales fit with our Morphetus
CT PICC. In addition, in May 2008 we acquired alblatechnology which uses low energy direct cur(8nEDC") electrical pulses which is
complementary to RITA’s diverse offering of localamlogy therapies, including its market-leading R&y&tems, Habib Seal&r resection
devices and LC Beads for tumor embolization. Inéheler 2011, our distribution agreement in connaatith LC Beads expired. In June
2008, we completed the acquisition of certain @&l U.K. assets of Diomed, Inc. With this acquisifiwe substantially strengthened our
position in the market for the treatment of vareEegins. The combination of Diomed endovenous lpsmfucts with our existing venous
product line provides us with a comprehensive veroduct offering. In January 2009, we completedacquisition of certain assets of
FlowMedica, Inc. providing us with the Benephit guat line, a therapeutic approach to deliver ddigesctly to the kidneys in order to
prevent and treat acute kidney injury, in the enmgrdield of Targeted Renal Therapy. On March 2212 we established a strategic
relationship with Microsulis Medical Ltd., a U.Kabed company specializing in the minimally-invasinvécrowave ablation technology. In
May 2012, we completed the acquisition of Navilysgviding us with entry into the fluid managembnsiness with a market leading proc
line and significantly enhancing our presence ehscular access market.

Except to the extent we can further use our cadao, revolver capacity or equity securities agiaition capital, we will require
additional equity or debt financing to fund anyui significant acquisitions.

For fiscal 2012, approximately 27% of our prodwaes were derived from products manufactured fdyyuthird parties, compared with
32% for fiscal 2011 and 31% for fiscal 2010. Therdase in fiscal 2012 was primarily attributablelézreased sales of LC Beads, a product
which we ceased distributing on December 31, 2Wd intend to manufacture more products in-hougewer product costs and increase
profitability.

45



Table of Contents

Our ability to increase our profitability will depd in large part on improving gross profit margiRactors such as changes in our
product mix, new technologies and unforeseen gmiessures may cause our margins to grow at a skiatethan we have anticipated or to
decline.

Recent Developments
Acquisition of Navilyst

On May, 22, 2012, we completed the acquisitionrofgtely-held Navilyst, a global medical device qumy with strengths in the
vascular access, interventional radiology and vetional cardiology markets. The acquisition agldted transaction costs were financed
through the issuance of approximately 9.5 millibares of our common stock, $150 million in drawguasition debt financing and $97
million of cash. Based on the closing price of siack of $12.44 on the day prior to the transactibe purchase price was approximately
$362 million.

The fiscal 2012 results include approximately $Iilfion in transaction and related costs for theviyst acquisition. These costs are
included in “Acquisition and other items, net” metstatement of operations.

With the issuance of the common stock related eécattquisition, as of May 31, 2012 we have approtetga84.7 million outstanding
shares of common stock. Investment funds affiliatétl Avista Capital Partners, former owners of Ngst, received approximately
9.5 million shares of our common stock and as oy 8a 2012 hold approximately 27% of our outstagdihares. Investment funds affiliated
with Avista Capital Partners. entered into a stadtters agreement with us as part of the transaetiohalso received the right to appoint two
additional directors to our existing Board of Di@rs.

To satisfy any working capital adjustment and ptéimdemnification claims that may arise, $20lmi of purchase consideration has
been placed in escrow, including approximately $Mdillion in cash and approximately 415 thousarates of common stock, determined
based on the closing price of $12.44 on the day poi the transaction. The indemnification clainesipd will terminate on July 15, 2013. At
May 31, 2012, we have $2.5 million of receivabliated to the working capital adjustment recordedsasow receivable on the balance st
Such receivable is the subject of ongoing negotidietween the parties and there can be no assutamitl be realized.

Investment in Microsulis Medical Ltd

On March 22, 2012, we established a strategicioalstip with Microsulis Medical Ltd., a U.K.-basedmpany specializing in
minimally-invasive, microwave ablation technology the coagulation of soft tissue with systems orerthan 80 hospitals worldwide.

The relationship includes a $5 million investmenMicrosulis through the purchase of senior preféistock, representing a 14.3%
ownership position, exclusive distribution rightsmharket and sell their microwave ablation systemal markets outside the United States
from May 2012 through December 2013, and an exadugption to purchase at any time until SeptemBef213, substantially all of the
global assets of Microsulis Medical, Ltd. This eeen accounted for as a cost method investment$J neillion investment is included in
intangible assets and other non -current assetseobalance sheet at May 31, 2012. Fees relatiistoransaction of approximately $604
thousand are included in “Acquisition and othemite net” in the statement of operations for fisx@l2.

Regulatory Matters

On January 24, 2011 we received a Warning Letten fthe U.S. Food and Drug Administration, or FD@connection with our
marketing of the NanoKnife System. In the Warnirgdter the FDA states that certain statements weemadluding those on our company
website, promote the use of the NanoKnife Systeyoe its currently cleared indications. Upon reteijthe Warning Letter, we promptly
responded to FDA and completed corrective and pitetige actions to address the matters raised. &ieve the matters raised by the FDA
in the Warning Letter are fully resolved.
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On May 27, 2011, we received a Warning Letter ftbmFDA in connection with its inspection of our&gmsbury, NY manufacturing
facility. In the Warning Letter, the FDA cited defncies in the response letter we provided FDAgi@ng to the inspection that occurred
from January 4 through January 13, 2011. The d@gfaes related to our internal procedures for naddievice reporting, corrections and
removals and complaint handling. We respondedddMarning Letter and completed corrective and préve actions to address the
observations noted.

On February 10, 2012, we received from the FDA mrF483, List of Investigational Observations, imnection with its inspection of
our Queensbury facility from November 14, 2011 thylo February 10, 2012. The Form 483 contained $2mations related to, among other
things, our CAPA system, MDR reporting, complamigstigation, corrections and removals, acceptaritaria and training. Some of the
observations contained in the Form 483 were regesgrvations from the May 27, 2011Warning Letter.

On February 13, 2012, we received from the FDA @483 in connection with its inspection of our faant facility from January 12,
2012 through February 13, 2012. The Form 483 coeth6 observations related to, among other thimgsCAPA system, design controls,
risk management and training.

We have developed a comprehensive Quality CalldiioA Program to review and augment our Quality Mgment Systems at our
Queensbury facility, and we have implemented nuneeroeasures outlined in that plan. When we intliéite program in early December
2011, we engaged a team of external regulatorygaatity experts and reallocated a significant nundfengineering and product
development resources to support this corporati@tine. In fiscal 2012, we incurred $2.3 milliom ¢osts associated with the Quality Call to
Action Program.

We provided responses to FDA within 15 business adyur receipt of the From 483s and we will coné to work closely with FDA
to resolve any outstanding issues. Until the iteansed in the Warning Letters and during the re@wspections are corrected, we may be
subject to additional regulatory action by the Fixfgluding the issuance of warning letters, injumct seizure or recall of products,
imposition of fines or penalties or operating riesions on our facilities. Such actions could sfgrintly disrupt our ongoing business and
operations and have a material adverse impact ofirancial position and operating results.

In May 2011, we submitted to FDA an application dorInvestigational Device Exemption for a clinit@l to study the use of
NanoKnife in the treatment of pancreatic cancedune 2012, we submitted an amendment to our apiplicto address matters raised
FDA in the course of their review of the applicatiand to propose an expanded and enhanced codfnaledomized trial protocol. In August
2012, we received a disapproval letter from FDAuesiing additional information and certain protocmhnges. We intend to continue to
work with FDA to address the matters raised inAhgust letter.

CEO and Executive Transitions

On June 13, 2011, we entered into a Separationefsggat with Johannes C. Keltjens, our then PresaeitChief Executive Officer
that provided, among other things, for a lump saynpent in the amount of $930,811 and continuatfdmealth benefits for a period of up to
24 months. Total expenses of $1.0 million assodiatiéh this Separation Agreement were includedAnduisition and items, net” in our
statement of operations fiscal 2012. Joseph M. Be¢ommenced employment on September 7, 2011 aglEne and Chief Executive
Officer. During the transition period, Scott J. 8w, Senior Vice President and Chief Technologyc®if assumed the duties of Interim Chief
Executive Officer. Mr. Solano resigned from Angiaiaynics, effective October, 14, 2011. Expenses 86%Bousand for the relocation of
new CEO and $968 thousand of expenses for transitiothe executive management team are includ&ildquisition and other items, net”
in our statement of operations for fiscal 2012. &rive transition costs of $772 thousand were iremlim fiscal 2011.

Expiration of our Distribution Agreement Amendmetfior LC Bead

The Supply and Distribution Agreement with Bioconilpies UK Limited, which granted us exclusive distttion rights to LC Beads in
the United States, expired on December 31, 2011Bé&&H sales were $21.3 million, $28.3 million a2@.¢ million in fiscal 2012, 2011 and
2010, respectively which represented 9%, 13% afd dDtotal sales for each of the fiscal years.
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Amendment of AngioDynamics’ 2004 Stock and Incemtidward Plan

On October 5, 2011, we amended the 2004 Stockrarahtive Award Plan to increase the maximum numbshares of our common
stock with respect to which stock options may kenggd during any calendar year to any one emplfyge® 200,000 shares to 500,000
shares.

Share Repurchase Program

On October 5, 2011, our Board of Directors autteatithe repurchase of up to $20 million of our comratwock, prior to May 31, 2012.
In fiscal 2012, we purchased 142,305 shares astof@pproximately $2.1 million.

Closure of UK facility

During the first fiscal quarter of 2012, we made tiecision to close our Cambridge, UK facility arahsfer the production of lasers to
our Queensbury, NY facility. We subsequently exazhthe date for closing the facility and movingelasianufacturing from December 2011
to December 2012. We estimate the total cost efghject will be approximately $3.4 million. Thiatement of operations for fiscal 2012
includes $1.8 million in associated costs, whicm&uded in “Acquisition and other items, net”.

Centros

On August 13, 2007, we entered into a Distributdanufacturing and Purchase Option Agreement (Abeeement”) with a company
to acquire the exclusive worldwide rights to mawctiige and distribute a split tip catheter for thedybis market we named Centros. The
Agreement included the option to purchase certatigllectual property associated with these produnctise future. Under this Agreement, we
paid royalties on net sales of the products covirélde Agreement. In accordance with the Agreemeatprepaid $3.0 million of royalties
based upon the achievement of certain milestonellad 31, 2011, based on lower than anticipateessadsults, we reduced the prepaid
royalties to net realizable value which resultedinmpairment loss of $2.3 million recorded in tisition and other items, neiti our fiscal
2011 statement of operations. The remaining balah§883,000 was included in the caption “Prepaiydtties” on the balance sheet as of
May 31, 2011, to be credited against future rogaltue. In August 2011, we sold both the tangibteiatangible assets associated with the
Centros product, resulting in a gain of $201 thadsahich is included in “Acquisition and other iteymet” in the statement of operations for
fiscal 2012 and the elimination of all related “Pa&l Royalties” on the balance sheet as of May2812.

Critical Accounting Policies and Use of Estimates

Our significant accounting policies are summarireNote A to our consolidated financial statementduded elsewhere in this annual
report on Form 10<. While all these significant accounting policef$ect the reporting of our financial condition aresults of operations, v
view certain of these policies as critical. Pokctetermined to be critical are those policies tizate the most significant impact on our
financial statements and require us to use a grdaggee of judgment and/or estimates. Actual tesaby differ from those estimates. The
accounting policies identified as critical are aliofvs:

Revenue Recognitic

We recognize revenue in accordance with generatig@ted accounting principles as outlined in th€'SEuthoritative guidance on
revenue recognition which requires that four basiteria be met before revenue can be recognizepge(suasive evidence that an
arrangement exists; (ii) the price is fixed or deti@able; (iii) collectability is reasonably assdr@and (iv) product delivery has occurred or
services have been rendered. Decisions relatigatarion (iii) regarding collectability are basadon our judgments, as discussed under
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“Accounts Receivable” below, and should conditichange in the future and cause us to determinetitésion is not met; our results of
operations may be affected. We recognize revereiefrsales taxes assessed by any governmentalrigytias products are shipped, based
on F.O.B. shipping point terms when title and @$koss passes to customers. We negotiate shigpidgredit terms on a customer-by-
customer basis and products are shipped at ancagpes price. All product returns must be pmproved by us and customers may be su

to a 20% restocking charge. To be accepted, anedysroduct must be unadulterated, undamaged amdabdeast 12 months remaining prior
to its expiration date.

We chose to early adopt, effective with the thiududer of fiscal 2010, updated authoritative guafor revenue recognition relating to
the accounting treatment for revenue arrangembatsrvolve more than one deliverable or unit af@amting. At the same time, we also
adopted the updated guidance relating to certaienuge arrangements that include software elemieither of these had a material effect on
our consolidated financial statements.

Accounts Receivab

Accounts receivable, principally trade, are gergidlie within 30 to 90 days and are stated at arsodue from customers, net of an
allowance for sales returns and doubtful accoWes perform ongoing credit evaluations of our custsrand adjust credit limits based upon
payment history and the customer’s current credifwoess, as determined by a review of their curcesdit information. We continuously
monitor aging reports, collections and paymentsfoustomers, and maintain a provision for estimatedit losses based upon our historical
experience and any specific customer collectiomgsghat we identify. While such credit losses Haigeorically been within our expectations
and the provisions established, we cannot guardnét¢he same credit loss rates will be experigmeehe future. We write off accounts
receivable when they are determined to be uncdilectFor fiscal years 2012, 2011 and 2010, outensifs of accounts receivable have been
insignificant.

Income Taxe

In preparing our financial statements, we calculateme tax expense for each jurisdiction in whighoperate. This involves estimat
actual current taxes due plus assessing tempoifégyethces arising from differing treatment for tamd accounting purposes that are recordec
as deferred tax assets and liabilities. We peraljievaluate deferred tax assets, capital losyfmawards and tax credit carryforwards to
determine their recoverability based primarily am ability to generate future taxable income anpiteagains. Where their recovery is not
likely, we estimate a valuation allowance and rdacorresponding additional tax expense in odestant of operations. If actual results
differ from our estimates due to changes in assiomptthe provision for income taxes could be nialigraffected. As of May 31, 2012, our
valuation allowance and net deferred tax asset ajgpeoximately $1.2 million and $44.1 million, resgively. We have a total of $159.6
million of Federal net operating loss carryforwaassl $201.0 million of state net operating lossydarwards remaining from acquisitions.
These losses could be significantly limited und¢einal Revenue Code (“IRC”) Section 382. Our asialpf acquisitions’ ownership changes
as defined in IRC Section 382 shows that approxiy&i28.3 million of remaining Federal net opergtiosses and $48.4million of remaini
state net operating losses will expire prior tdization. The gross deferred tax asset relateti@éaet operating losses reflects this limitation.

In order to ensure the realizability of our defdrtax assets, we need to generate $8.3 millioaxattile income each year for the next
seven years, then $7.7 million of taxable incomehaeear for the following four years and finallyg.8 million of taxable income each year
the final eight years of the remaining nineteerr yearyforward period. If we are unable to meesthminimum taxable levels, the deferred
tax assets may still be utilized in future yeanséf can make up previous year taxable income $aidstprior to the expiration of the net
operating loss carryforwords. We have determinatiire have sufficient existing levels of pre-taxnéags to generate sufficient taxable
income to realize the net deferred tax assets dedoon our balance sheets.
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In order to support the realizability of our nefeteed tax asset, we projected our parincome utilizing a combination of historicalc
projected results. Utilizing this projected pre-tagome, we have projected taxable income takibgdonsideration existing levels of
permanent differences including stock option exsercieductions and non-deductible expenses anéikesal of significant temporary
differences.

Our Federal net operating loss carryforwards ddayf 31, 2012, after considering IRC Section 382thtions, are $131.3 million. The
expiration of the Federal net operating loss camyérds are as follows: $20.8 million between 2ahd 2021, $9.9 million between 2022 :
2023 and $100.6 million between 2017 and 2031.

Our state net operating loss carryforwards as of 81 2012 after considering remaining IRC Sec888 limitations are $152.6 millic
which expire in various years from 2027 to 2031.

We file income tax returns in the U.S. Federalgdiction and various state and foreign jurisdictiom the normal course of business
are subject to examination by taxing authoritiesuighout the world. The Internal Revenue Servit®$") completed an examination of our
Federal income tax returns for fiscal years 20062007 in February 2009 which did not result inaenial impact on our results of
operations or financial position. During fiscal y@812, New York State completed an examinatioausfNew York State Franchise Tax
returns for fiscal years 2005 to 2008. In relatiothis examination, income tax expense in fis€dlRincludes an out-of-period benefit of
$300,000 to correct an error that originated iopyears related to certain state tax credits. #aftilly, as a result of the audit, we were able
to claim state tax credits of $210,000 that aremded in fiscal year 2012. Fiscal years 2009 thna2@12 remain open to examination by the
various tax authorities. We analyzed filing positan all of the Federal and state jurisdictiongmetwe are required to file income taxes, as
well as all open tax years in these jurisdictiond believe that our income tax filing positions attluctions will be sustained on audit anc
do not anticipate any adjustments will result imaterial adverse effect on our financial conditig@sults of operations or cash flows.

We do not anticipate that the amount of unrecoghiag benefits will significantly change in the nhéwxelve months.

Inventories

Inventories are stated at the lower of cost (atdsded cost which approximates the first-in, first-cnethod) or market. On a quarterly
basis, we review inventory quantities on hand aralyae the provision for excess and obsolete irorgritased primarily on product
expiration dating and our estimated sales foregdsth is based on sales history, and anticipatiagé demand. Our estimates of future
product demand may not be accurate and we may statkeor overstate the provision required for exeesl obsolete inventory. According
any significant unanticipated changes in demandddeave a significant impact on the value of oweintory and results of operations. In
conjunction with the Navilyst acquisition, the ated inventory was stepped up to its net realizablee and will be expensed in cost of
goods sold in the Statement of Operations basedvemtory turns.

Property, Plant and Equipme

We state property, plant and equipment at cost,desumulated depreciation, and depreciate thes¢sassing the straight-line method
over their estimated useful lives. We determins Haised on our estimates of the period over whietassets will generate revenue. We
evaluate these assets for impairment annually ohasges in circumstances or the occurrence ofteseiggest the remaining value is not
recoverable. Any change in condition that wouldseaus to change our estimate of the useful livesgbup or class of assets may result in
impairment and/or significantly affect depreciatexpense on a prospective basis.
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Goodwill and Intangible Assets

Intangible assets other than goodwill and acquiPRi&D are amortized over their estimated usefigdiwvhich range between one and
15 years, on either a straight-line basis oveettpected period of benefit or as revenues are ddram the sales of the related products. We
periodically review the estimated useful lives af mtangible assets and review such assets fainent whenever events or changes in
circumstances indicate that the carrying valuédhefdssets may not be recoverable. Our determinatimmpairment is based on estimates of
future cash flows. If an intangible asset is coasd to be impaired, the amount of the impairmettagual the excess of the carrying value
over the fair value of the asset.

Acquired IPR&D has an indefinite life and is not@nized until completion and development of thejget at which time the IPR&D
becomes an amortizable asset. If the related prigj@ot completed in a timely manner or the proje¢erminated or abandoned, we may |
an impairment related to the IPR&D, calculatedhesexcess of the asset’s carrying value overitvédue.

Our policy defines IPR&D as the value assignedtsé projects for which the related products hateeceived regulatory approval
and have no alternative future use. Determiningothréion of the purchase price allocated to IPR&Quires us to make significant estimates.
The amount of the purchase price allocated to IPR&&etermined by estimating the future cash flofsach project or technology and
discounting the net cash flows back to their presatues. The discount rate used is determineldeatitne of measurement in accordance
accepted valuation methods. These methodologidsdieaconsideration of the risk of the project nctiaving commercial feasibility.

At the time of acquisition, we expect that all aicgd IPR&D will reach technological feasibility, bthere can be no assurance that the
commercial viability of these products will actyalie achieved. The nature of the efforts to devéiepacquired technologies into
commercially viable products consists principalhyptanning, designing, and conducting clinical lsiaecessary to obtain regulatory
approvals. The risks associated with achieving ceroialization include, but are not limited to, deta failure to obtain regulatory approvals
to conduct clinical trials, delay or failure to abt required market clearances, or delays or issitbspatent issuance, or validity and
litigation. If commercial viability were not achied, we would likely look to other alternatives toyide these therapies.

Goodwill and other intangible assets that havefinde useful lives are not amortized, but ratheee tested for impairment annually or
more frequently if impairment indicators arise. Waeve one intangible asset which has been assigniediefinite life, the NAMIC trademar
which was recently acquired as part of our acqaisiof Navilyst and is valued at $28.6 million. Glvall represents the excess of the
purchase price over the fair value of the net talegand identifiable intangible assets acquire€aich business combination. Goodwill and
intangible assets have been recorded at eitherréttor allocated cost. Allocated costs were basekspective fair market values at the date
of acquisition.

We test goodwill for impairment during the thirdagter of every fiscal year, and when an event acoucircumstances change such
that it is reasonably possible that impairmenttexifhe impairment test requires a comparison@kttimated fair value of the reporting unit
to which the goodwill is assigned to the sum ofdheying value of the assets and liabilities aftthnit. If the sum of the carrying value of
assets and liabilities of a reporting unit excetbasfair value of the reporting unit, the carrywajue of the reporting uni’goodwill is reduce
to its implied fair value through an adjustmenttte goodwill balance, resulting in an impairmerarge. Our determination of impairment is
based on estimates of future cash flows.

We completed our annual goodwill impairment testdgyorting unit as of December 31, 2011. At Decanie 2011, our reporting
units were the same as our reportable segmentsleféemined our reporting units in accordance wAISB accounting guidance. Our
assessment of goodwill impairment indicated thatfttir value of each of our reporting units excekitie carrying value and therefore
goodwill in each of the reporting units was not airpd. The
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fair value of Vascular and Oncology/Surgery excedtecarrying value by 6% and 15%, respectivelye 8um of the fair values of the
reporting units was reconciled to our current madapitalization (based upon our stock price) pln®stimated control premium of
approximately 16% as of December 31, 2011.

In addition, as a result of the decision to terrtérthe LC Beads distribution contract in Decemt#ri2and our revised expectations of
the segment, we performed an interim goodwill impaint test on the Oncology/Surgery segment as of 31a2011. Significant assumptic
included an EBITDA exit multiple of 7.0 to calcutathe terminal value of the Oncology/Surgery rapgrtnit, which was consistent with
previous valuations. In addition, we used a distoate 22.5% to calculate the fair value compace@0% in the December valuation. Our
assessment of goodwill impairment indicated thatféir value of the reporting unit exceeded itsydag value by 14% and therefore goods
was not impaired.

Even though we determined that there was no gobohaplairment as of December 31, 2011, the futuliaence of a potential
indicator of impairment, such as a significant adeechange in legal factors or business climatedaerse action or assessment by a
regulator, unanticipated competition, a materigative change in relationships with significanttonsers, strategic decisions made in
response to economic or competitive conditions tifkey personnel or a more-likely-than-not expgeh that a reporting unit or a
significant portion of a reporting unit will be sbbr disposed of, would require an interim assessifioe some or all of the reporting units
prior to the next required annual assessment Beoémber 31, 2012.

It is not possible at this time to determine if augeh future impairment charge would result ott, dfoes, whether such charge would be
material. Events that could, in the future, reguitnpairment include, but are not limited to, ghlgrdeclining sales for a significant product
in a significant geographic region.

Stock-based compensation

We recognize compensation expense for all sharedgasyment awards made to our employees and disantduding employee stock
options and employee stock purchases related t8tmek Purchase Plan based on estimated fair vahiesecognize compensation expense
for our stock awards on a straight-line basis ¢lierequisite service periods of the awards, whigenerally the vesting period.

For fiscal 2012, stock based compensation wasillibn pre-tax ($2.7 million after tax). For fisk2011, stock based compensation
was $4.6 million pre-tax ($2.9 million after ta¥or fiscal 2010, stock based compensation wasi@#li®én pre-tax ($3.1 million after tax).

Under the provisions of the guidance adopted, vpeeixto recognize the following future expenseaiwards granted prior to May 31,
2012:

Weighted-

Average
Remaining

Unrecognized

Compensatior Vesting

Period
Cost (in years)
Stock options $5,924,72. 2.6¢
Non-vested stock awarc 3,730,25! 2.64
$9,654,98 2.6¢

Unrecognized compensation cost for stock optiomsasented net of 12% assumed annual forfeitures.

The amount of stock-based compensation recognizkdsed on the value of the portion of awardsatatltimately expected to vest.
Guidance requires forfeitures to be estimatedetithe of grant and revised, if necessary, in sylset periods if actual forfeitures differ
from those estimates. The term “forfeitures” is
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distinct from “cancellations” or “expirationsind represents only the unvested portion of theesdered option. We currently expect, base
an analysis of our historical forfeitures, that mpgmately 88% of our options will vest annuallydawe have therefore applied a 12% annual
forfeiture rate in determining the stock-based cengation charge recorded. We will re-evaluatedhtsnate periodically and adjust the
forfeiture rate on a prospective basis as neces#ignately, the actual expense recognized ovenisting period will only be for those
shares that actually vest.

For the fiscal years ended May 31, 2012, May 3112ind May 31, 2010, we used the Black-Schole®oyidricing model (“Black-
Scholes”) as our method of valuation and a singteoa award approach. This fair value is then aipetton a straight-line basis over the
requisite service periods of the awards, whicheisegally the vesting period. The fair value of shiaased payment awards on the date of the
grant as determined by the BlaSkholes model is affected by our stock price as$ agbther assumptions. These assumptions indudeyre
not limited to the expected stock price volatilityer the term of the awards, actual and projeatepl@yee stock option exercise behaviors,
and a risk-free interest rate. The risk-free irgerate is based on factual data derived from pudagirces. The expected stock-price volatility
and option life assumptions require significantgoeént which makes them critical accounting estimate

We utilize our historical volatility when estimagjrexpected stock price volatility. We use yieldesabn U.S. Treasury securities for a
period approximating the expected term of the aviamestimate the risk-free interest rate. The etqukterm is based on our actual historical
results. The dividend yield is based on the historgt expectation of dividend payments. We haveamt dividends in the past nor do we
expect to pay dividends in the foreseeable futOre. historical data includes information from Mag, 2004, the date of our initial public

offering.

Results of Operations
Our operating results for fiscal 2012, 2011 and®are expressed as a percentage of total netisales following table.

Years ended
2012 2011 2010
Net sales 100.(% 100.(% 100.(%
Cost of sale: 43.2% 41.7% 41.2%
Gross profit 56.£% 58.5% 58.£%
Operating expenst
Research and developmt 9.2% 9.2% 8.2%
Sales and marketir 29.1% 26.% 28.2%
General and administrati 8.2% 8.2% 7.€%
Amortization of intangible: 4.2% 4.2% 4.4%
Acquisition and other items, n 7.2% 3.2% 0.C%
Total operating expens 58.1% 52.71% 49.1%
Operating (loss) incom (1.2%) 5.5% 9.7%
Other (expenses) incon
Interest incom 0.5% 0.2% 0.2%
Interest expens (0.2%) (0.2%) (0.2%)
Other (expense) incon (1.2%) (0.7%) (0.€%)
Total other (expenses) income, (1.C%) (0.€%) (0.€%)
(Loss) income before income tax provis (2.4%) 5.C% 9.1%
Income tax provisiol (0.1%) 1.2% 3.4%
Net (loss) incomi (2.3%) 3.8% 5.7%
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For fiscal 2012, we reported a net loss of $5.1ioni) or ($0. 20) loss per basic and diluted comrabare, on net sales of $221.8
million, compared with the fiscal 2011 results et mcome of $8.1 million, or $0.32 per diluted coon share, on net sales of $215.8 mill
The fiscal 2012 results include among other thiagguisition costs of $11.8 million, $2.3 milliom CEO and executive transition costs, and
$1.8 million related to the pending closure of the facility. The fiscal 2011 results include, inetkame line item on the statement of
operations, $7.2 million of impairment charges tedato our decision to not continue developmenhefMedron Lightport technology and
write down of Centros prepaid royalties due to Iothen anticipated sales. The fiscal 2010 resefi®nted net income of $12.3 million, or
$0.50 per diluted common share, on net sales dd.$2illion.

Gross profit was 56.8% in fiscal 2012, 58.3% ircdis2011 and 58.8% in fiscal 2010. Fiscal 2012 groargin was reduced by
approximately $2.8 million in product recall coatsd approximately $2.3 million in costs relatinghe Quality Call to Action program.

For 2012, 2011 and 2010, we were able to use rexatipg losses (“NOLs") accumulated by acquired panies to offset the amount of
cash we paid for Federal and state income taxescabh benefit amounted to approximately $1.1 onijls3.2 million and $7.6 million for
the years ended May 31, 2012, May 31, 2011 and 31ap010, respectively. Under purchase accountilesythe use of acquired NOLs is
accounted for in deferred tax assets; therefoeerdtated cash tax savings is not reflected inpoowision for income taxes in the statement
operations.

Fiscal years ended May 31, 2012 and May 31, 2011

Net salesNet sales are derived from the sale of our prodaretsrelated freight charges, less discounts atimiated sales returns and
allowances. Net sales for fiscal 2012 of $221.8iom] increased 3% over fiscal 2011 sales of $21B& Navilyst acquisition contributed
$4.8 million in sales for the ten day period enditay 31, 2012 and LC Beads sales decreased byndillién as a result of the ending
distribution of the product on December 31, 2011

From a reportable segment perspective, Vasculas satreased 6% to $159.1 million from $149.5 wnilliThe addition of product
revenue from the Navilyst acquisition for the tety gheriod ending May 31, 2012 contributed $4.8iomlto the increase in Vascular sales.
The remaining increase is primarily attributablé/enaCure EVLT products, reflecting strong demamdpfocedure kits and the recently
introduced 1470 laser. Oncology/Surgery sales %627 million, a decrease of 5% from the prior y&édre decrease was primarily attributed
to the decrease in LC Beads sales described edtheoknife sales totaled $11.6 million in fisc@ll2 and $7.3 million in fiscal 2011.

From a geographic perspective, U.S. sales weragaibeflat at $188.2 million in fiscal 2012 comeal to $188.9 million in fiscal 201
despite the cessation of the distribution of LC d&ei;n December 2011. The Navilyst acquisition dbated $4.0 million in US sales.
International sales were $33.6 million in fiscall2Qan increase of 25% from $26.9 million in fis2@lL1. Increased unit sales of Nanoknife
products comprised the majority of this increase.

Gross profit. Gross profit consists of net sales less the cogbofls sold, which includes the costs of matergisducts purchased fro
third parties and sold by us, manufacturing persbroyalties, freight, business insurance, dept@ri of property and equipment and other
manufacturing overhead. Our gross profit as a peage of sales was 56.8% in fiscal 2012 compar#u 38.3% for the prior year period. 1
decrease in gross profit percentage in fiscal 2042 attributable to $2.8 million in product reaadsts and $2.3 million of costs associated
with the Quality Call to Action Program, which reshd gross margin by 1.3 and 1.1 percentage poegpectively.

Research and development expensd®esearch and development (“R&D”) expenses includ#scto develop new products, enhance
existing products, validate new and enhanced prtsdotanage clinical,
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regulatory and medical affairs and our intellecp@perty. R&D expenses decreased by $862 thousaddp, to $20.5 million in fiscal 2012

compared to the prior year. The decrease is priynduie to the focus of product development resaiosethe Quality Call to Action Program
and the resulting classification of those costsuncost of goods sold. As a percentage of nessRI&D expenses were 9.2% for fiscal 2012,
compared with 9.9% for fiscal 2011.

Sales and marketing expenseSales and marketing (“S&M”) expenses consist prilpaf salaries, commissions, travel and related
business expenses, attendance at medical societyngg product promotions and samples. S&M expeimsgeased $6.4 million or 11% to
$64.5 million in fiscal 2012 compared to $58.1 ioill in fiscal 2011. This increase is primarily dodncrease in commissions in the US sales
and increased International sales expenses asmiaw®to expand our International business. Asragntage of net sales, S&M expenses
were 29.1% for fiscal 2012 compared to 26.9% fecdl 2011.

General and administrative expensesGeneral and administrative (“G&A”) expenses imtea the cost of executive management,
finance, accounting, legal, human resources amdnrdtion technology and the administrative andgssibnal costs associated with those
activities. G&A expenses increased $507 thousan8%g to $18.3 million in fiscal 2012 compared 788 million in fiscal 2011 primarily
due to increased costs associated with the edtaidist of G&A functions in our Netherlands officepat of our continued expansion of the
International business, expansion of our businessldpment function and to personnel and otheagtifucture costs to support our growth.
G&A expenses remained constant at 8.3% of net galéscal 2012 compared with the prior year.

Amortization of intangibles. Amortization of intangibles was $9.4 million in¢& 2012 compared to $9.2 million in fiscal 2011.

Acquisition and other items, net.Acquisition and other items, net totaled $16.2 ianillin fiscal 2012 and primarily includes $11.8
million in transaction and related costs of the iN&t acquisition and Microsulis strategic relatstip, $2.3 million in costs for CEO and
executive transition costs and $1.8 million in sastsociated with the decision to close our UKlifgciThe fiscal 2011 results included, in
this line item, a total of $7.2 million in costsjrparily comprised of $6.4 million of impairment&iges related to our decision to not continue
development of the Medron Lightport technology #melwrite down of Centros prepaid royalties dukteer than anticipated sales.

Operating (loss) incomeWe reported an operating loss of $3.0 million fecél 2012 compared to operating income of $12I0ami
for fiscal 2011

Other income (expensesOther income and expenses for fiscal 2012 was B#l®n of net expense, or 1.0% of net sales coragao
2011, which was $1.3 million of net expense, oA @ net sales. The incremental expense is prigndtie to costs associated with the
extinguishment of an interest rate swap arrangersstciated with a credit facility that was paifliofconnection with the Navilyst
transaction.

Income taxes. Our effective tax rate was 4% for fiscal 2012 pamed with 24% for the prior year. The current yrede reflects the
impact of non-deductible costs related to the agtjon of Navilyst, the December 31, 2011 expimataf the R&D tax credit, the reduction in
the Domestic Production Activities Deduction caubgdeduced taxable income and the larger impanbofdeductible expenses also caused
by the reduced taxable income in fiscal 2012. Tither fyear rate reflects the benefit of the retrosctenewal of the R&D tax credit that
expired in December 2009, state tax credits arid@pase in the Domestic Production Activities Detchn.

During the fiscal third quarter of 2011, the TaxiBe Unemployment Insurance Reauthorization, aotd Greation Act of 2010 was
enacted and retroactively extended the researdit érem January 1, 2010 to December 31, 2011. Huysslation led to a prior period tax
benefit in fiscal 2011 of $161,000 for the reseanddit generated from January 1, 2010 to May 8102 As of this report date, this credit has
not been renewed.

55



Table of Contents

Net (loss) income For fiscal 2012, we reported net loss of $5.liamlcompared to net income of $8.1 million in fréor year.

Investment in Nanoknife Technology. The financial results of our Nanoknife prograra excorded in our Oncology/Surgery division.
Taking into account the sales and related costlessand operating expenses, the net impact ointvestment in fiscal 2012 was a $6.4
million reduction in operating and pretax incomel &4.2 million or ($0.16) per share after tax conegato fiscal 2011 when the impact we
$4.7 million reduction in operating and pretax imeand $3.6 million or ($0.14) per share after tax.

Fiscal years ended May 31, 2011 and May 31, 2010

Net sales Net sales are derived from the sale of our prtsdaed related freight charges, less discountsatichated sales returns and
allowances. Net sales for fiscal 2011 of $215.8iomlwere essentially flat compared to fiscal 2049€16% growth in Oncology/Surgery se
was offset by 6% decline in Vascular sales andnfaogeographic perspective, 16% growth in inteomati sales was offset by 2% decline in
U.S. sales.

From a reportable segment perspective, Vasculas skdcreased 6% to $149.5 million from $159.2 anilliThis decrease is primarily
attributable to 4% lower average selling price¥a$cular products and decreased unit sales ofsiliayoducts, Vortex ports and Benephit
renal infusion products, partially offset by incsed unit sales of Venacure EVLT procedure kitsyonéccess sets and SmartPort products.
Oncology/Surgery sales were $66.2 million, an inseeof 16% over the prior year primarily due ta@ased unit sales of our LC Beads and
Nanoknife products and a 2% increase in averadieg@lrices, partially offset by decreased uniesadf Habib resection devices and
Ablation products. Nanoknife sales totaled $7.3ianilin fiscal 2011 compared with $2.5 million iisd¢al 2010.

From a geographic perspective, U.S. sales decrés@dnillion or 2% in fiscal 2011 to $188.9 millidrom $192.9 million a year ago.
This decrease is primarily attributable to a 3%rdase in average selling prices and decreasedalai of dialysis products, Vortex ports,
Benephit renal infusion products, RF Ablation produand Habib resection devices partially offseiroyeased unit sales of LC Beads and
Nanoknife products. International sales were $26ilBon in fiscal 2011, an increase of 16% from $2#&illion in fiscal 2010. Increased ui
sales of Nanoknife and RF Ablation products congatithe majority of this increase.

Gross profit. Gross profit consists of net sales less the cogbofls sold, which includes the costs of materfaisducts purchased fro
third parties and sold by us, manufacturing persgnoyalties, freight, business insurance, dept@si of property and equipment and other
manufacturing overhead. Our gross profit as a peage of sales was 58.3% in fiscal 2011 comparé 58.8% for the prior year period. 1
decrease in gross profit percentage was primattitipatable to 4% lower average selling pricesVascular products.

Research and development expenseResearch and development (“R&D”) expenses inctadts to develop new products, enhance
existing products, validate new and enhanced ptsdotanage clinical, regulatory and medical affaivd our intellectual property. R&D
expenses increased by $2.1 million, or 11%, to4#iillion in fiscal 2011 compared to the prior ye@ne increase is primarily due to
increased development, clinical and regulatory agpe for our Oncology/Surgery products and inciebpsecess engineering costs for our
Vascular products. As a percentage of net salef) B¥penses were 9.9% for fiscal 2011, compared 8886 for fiscal 2010.

Sales and marketing expensesSales and marketing (“S&M”) expenses consist prilm of salaries, commissions, travel and related
business expenses, attendance at medical societyngg product promotions and samples. S&M expedsereased $2.8 million or 5% to
$58.1 million in fiscal 2011 compared to $60.9 ioill in fiscal 2010. This decrease is primarily dodower sales compensation costs and
marketing costs in the U.S. This was partially efffisy increased International sales expenses &®lstr our International sales force,
including the establishment of a direct sales effit The Netherlands. As a percentage of net s&&s expenses were 26.9% for fiscal 2(
compared with 28.2% for the prior year.
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General and administrative expensesGeneral and administrative (“G&A”) expenses imfga the cost of executive management,
finance, accounting, legal, human resources amdnrdtion technology and the administrative andgssibnal costs associated with those
activities. G&A expenses increased $1.4 million8&s, to $17.8 million in fiscal 2011 compared te firior year primarily due to increased
costs associated with the Latham, NY facility, exgian of our business development function ancetsgnnel and other infrastructure costs
to support our growth. G&A expenses increased 38680f net sales compared with 7.6% in the prioryea

Amortization of intangibles . Amortization of intangibles was $9.2 million iis¢al 2011 compared to $9.5 million in the prioaye

Acquisition and other items, net.Acquisition and other items, net totaled $7.2 miilin fiscal 2011 and primarily included $6.4 nat
in impairment charges related to our decision tocoatinue development of the Medron Lightport tealogy and the write down of Centros
prepaid royalties due to lower than anticipateésal

Operating income. Operating income was $12.0 million for fiscal 20dompared to $20.9 million in the prior year. Ageacentage of
sales, operating income for fiscal 2011 declinef.586 compared with 9.7% in the prior year.

Other income (expensesOther income and expenses for fiscal 2011 wasBill®n of net expense, or 0.6% of net sales, csipsit
with the prior year.

Income taxes. Our effective tax rate was 24% for fiscal 201inpared with 37% for the prior year. The currentryege reflects the
benefit of the retroactive renewal of the R&D tawdit that expired in December 2009, state taxitgeohd an increase in the Domestic
Production Activities Deduction.

During the fiscal third quarter of 2011, the TaxiBe Unemployment Insurance Reauthorization, aotd Greation Act of 2010 was
enacted and retroactively extended the researclit érem January 1, 2010 to December 31, 2011. Hysslation led to a prior period tax
benefit in fiscal 2011 of $161,000 for the reseanadit generated from January 1, 2010 to May 8102

Net income. For fiscal 2011, we reported net income of $8illian, compared with $12.3 million in the prior e

Investment in Nanoknife Technology. The financial results of our Nanoknife prograra eecorded in our Oncology/Surgery division.
Taking into account the sales and related costlessand operating expenses, the net impact ointvestment in fiscal 2011 was a $4.7
million reduction in operating and pretax incomel &3.6 million or ($0.14) per share after tax, cangal with a $9.1 million reduction in
operating and pretax income and $5.8 million orZ8Pper share after tax impact in fiscal 2010.

Liquidity and Capital Resources
Summary of cash flows (in thousands):

May 31, 201: May 31, 201: May 31, 201(
(in thousands)

Cash provided by (used ir

Operating activitie: $ 11,49 $ 33,87( $ 39,95¢
Investing activities (176,36() (48,620) (22,777
Financing activitie: 142,33t 1,922 2,71¢
Effect of exchange rate changes on cash and casvadnts 49 49 (46)
Net change in cash and cash equival $ (22,476 $ (12,779 $ 30,85¢
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During the past three years, we have financed perations primarily through cash flow from operaioAs part of the acquisition of
Navilyst on May 22, 2012, we entered into a Crégjteement with a group of banks which provided &@dnillion senior secureterm loan
facility and a $50 million senior secured revolviergdit facility. The $150 million in proceeds fraime term loan were used to finance the
Navilyst acquisition. At May 31, 2012, $40.1 milli@r 6% of our assets consisted of cash, cash @leuis, escrow receivable and market:
securities. Marketable securities are comprised.8f government issued or guaranteed securitiegpcate bonds and auction-rate securities.
Our current ratio was 2.9 to 1, with working capit$103.8 million at May 31, 2012 compared touarent ratio of 7.6 to 1, with net workir
capital of $168.8 million at May 31, 2011. At Ma$,2012, total outstanding debt was $150 milliompadsed of short and long-term bank
debt issued in the financing of the Navilyst actiwis compared with total debt of $6.6 million agy131, 2011.

In June 2012, we entered in an interest rate syeement, with an initial notional amount of $10Dion, to limit the effect of
variability due to interest rates on the loan. Bweap Agreement, which qualifies for hedge accogntinder authoritative guidance, is a
contract to exchange floating interest rate paysémtfixed interest rate payments of 3.26% ofdhéstanding balance of loan over the life of
the swap agreement without the exchange of therlyiuig notional amounts.

We generated cash flow from operations of $11.%anibn net loss of $5.1 million for fiscal 2014g8ificant non-cash expenses
affecting net loss included depreciation and armation of $13.1 million, and $4.1 million of stobksed compensation.

For fiscal 2012, our investing activities used cexth of $176.4 million, primarily as a result o tRavilyst acquisition and the
investment in Microsulis, partially offset by nebpeeds of marketable securities and availableség-short term investments. The prior year
investing activities consisted primarily of net poases of marketable securities of $44.6 milligquigment purchases and building
improvements totaling $3.0 million, including coraphg the furnishing of a facility in Latham, Newhk and cash used for the acquisition of
intangible assets and businesses of $1.1 millierarfeing activities added net cash of $142.3 mmllior fiscal 2012 primarily from the
proceeds of new debt related to the Navilyst adtipis

Our contractual obligations as of May 31, 2012s&ieforth in the table below (in thousands). Weehaw variable interest entities or
other off-balance sheet obligations.

Cash Payments Due By Period as of May 31, 2012

Less thar
After 5
Total One Year 1-3 Years 3-5 Years Years
Contractual Obligations:
Long term debt and intere $165,66¢ $11,53: $77,49. $76,64+ $ —
Operating leases(: 11,31 2,40¢ 3,951 2,35tk 2,59¢

Purchase obligations(; 14,52( 5,99( 7,59: 937 —
$191,50( $19,92¢ $89,04: $79,93¢ $2,59¢

(1) The non-cancelable operating leases and inmeptachase obligations are not reflected on omsobdated balance sheets under
accounting principles generally accepted in thetdthStates of Americi

The Patient Protection and Affordable Care Act tiedHealth Care and Education Affordability Rectiation Act of 2010 impose
significant new taxes on medical device makersiinform of a 2.3 percent excise tax on U.S. medieaice sales, with certain exemptions,
beginning in January 2013. We currently estima&¢ dhur fiscal year 2013 excise tax fee, which imilpact the last five months of our fiscal
2013, will be approximately $3 million.

We believe that our current cash and investmentnoals and cash generated from operations will geostifficient liquidity to meet our
anticipated needs for capital for at least the A@dnonths. However, if we seek to make signifi@aguisitions of other businesses or
technologies, we may require additional financMfe cannot be assured that such financing will lzla@ve on commercially reasonable
terms, if at all.
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Recent Accounting Pronouncements

In December 2010, the FASB updated the accountimdpgce relating to the annual goodwill impairmest. The updated guidance
requires companies to perform the second stepeafripairment test to measure the amount of impaitioss, if any, when it is more likely
than not that a goodwill impairment exists whend¢heying amount of a reporting unit is zero orage. In considering whether it is more
likely than not that goodwill impairment exists, antity shall evaluate whether there are adversétgtive factors. The updated guidance is
effective beginning in our fiscal 2012 year. Thejiibn of this guidance had no material impact onapnsolidated financial statements.

In December 2010, the FASB updated the accountimipgce relating to the disclosure of supplemenpaoyforma information for
business combinations. The updated guidance rexqcir@panies to provide additional comparative pron financial information along wi
the nature and amount of any material nonrecuphagforma adjustments related to the business amatibn. The updated guidance is
effective for business combinations which have @uaition date in fiscal years beginning on oeafbecember 15, 2010 (our 2012 fiscal
year). The adoption of this guidance had no mdtenipact on our consolidated financial stateme

In January 2010, the FASB updated the disclosupeimements for fair value measurements. The updatathnce requires companies
to disclose separately the investments that tramstend out of Levels 1 and 2 and the reasonthfuse transfers. Additionally, in the
reconciliation for fair value measurements usirggiicant unobservable inputs (Level 3), compasiesuld present separately information
about purchases, sales, issuances and settlembkatapdated guidance was effective for annual atgdtim reporting periods beginning after
December 15, 2009 (our 2011 fiscal first quartexgept for the disclosures about purchases, safemnces and settlements in the Level 3
reconciliation, which are effective for fiscal ysdreginning after December 15, 2010 (our 2012 lfigear). We have provided the additional
disclosures herein.

In May 2011, the FASB updated the accounting guidarlated to fair value measurements. The updatithnce results in a consist
definition of fair value and common requirementsrfieasurement of and disclosure about fair valteden U.S. GAAP and International
Financial Reporting Standards (IFRS). The updatedagce is effective for interim and annual peribdginning after December 15, 2011
(the fourth quarter of our fiscal year 2012). Tlletion of this guidance had no material impacbonconsolidated financial statements.

In June 2011 and December 2011, the FASB updagedisilosure requirements for comprehensive incdihe.updated guidance
requires companies to disclose the total of comgmsive income, the components of net income, amddimponents of other comprehensive
income either in a single continuous statemenbaffrehensive income or in two separate but consecsitatements. The updated guidance
does not affect how earnings per share is calaiate@resented. The updated guidance is effectivarfnual periods, and interim periods
within those years, beginning after December 13,120@ur fiscal year 2013). We are currently evahgathe impact of adoption of this
accounting guidance on our consolidated finan¢&iksments.

In September 2011, the FASB updated the accougtirdance related to testing goodwill for impairmérttis update permits an entity
to make a qualitative assessment of whether itiertikely than not that a reporting unit’s failwa is less than its carrying value before
applying the two-step goodwill impairment modelttisacurrently in place. If it is determined thrduthe qualitative assessment that a
reporting unit’s fair value is more likely than rgreater than its carrying value, the quantitatissessment steps would be unnecessary. The
gualitative assessment is optional, allowing congmto go directly to the quantitative assessmgnis update is effective for annual and
interim goodwill impairment tests performed in isgears beginning after December 15, 2011 (oaefigear 2013) however, early adoption
is permitted. We are currently evaluating the infdi@doption of this accounting guidance on oursmidated financial statements.

In July 2012, the FASB updated the accounting guidaelated to testing indefinite-lived intangibkesets for impairment. This update
permits an entity to first make a qualitative assent of whether it is more likely than not thatireefinite-lived intangible asset is impaired
as a basis for determining whether it is necessary
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perform the quantitative impairment test. An enistyiot required to calculate the fair value ofirzghefinite-lived intangible asset and perform
the quantitative impairment test unless the emwtitiermines that it is more likely than not that élsset is impaired. The more-likely-than- not
threshold is defined as having a likelihood of mitv@n 50%. This update is effective for annual iaerim impairment tests performed in
fiscal years beginning after September 15, 2012 fiscal year 2014) however early adoption is péedi provided that the entity has not yet
performed its annual impairment test or issuefinncial statements. We are currently evaluatirggitnpact of adoption of this accounting
guidance on our consolidated financial statements.

ltem 7A.  Quantitative and Qualitative Disclosures about MakRisk.

We are exposed to market risk from changes ina@steates on investments and financing that canfzhct our results of operations and
financial position. Although we have entered initerest rate swaps with a bank to limit our expedarinterest rate change on our variable
interest rate financings, we do not currently emgiagany other hedging or market risk managemenisto

As part of the Navilyst acquisition, we entereaiatCredit Agreement with a group of banks whiabvted for a $150 million senior
secured term loan facility and a $50 million sersecured revolving credit facility. The $150 mitliin proceeds from the term loan were L
to finance a portion of the consideration for thguasition. The revolving facility may be used fmneral corporate purposes in the future, but
were not utilized as of May 31, 2012. Both fadi#ihave five year maturities. The term facility haguarterly repayment schedule equal to
5%, 5%, 15%, 25% and 50% of its principal amountears one through five. Interest on both the timan and revolving loan will be based
on a base rate or Eurodollar rate plus an appkcadalrgin which increases as our total leverage atreases, and with the base rate and
Eurodollar rate having ranges of 1.0% to 1.75% 2086 to 2.75% respectively. In the event of defdbk interest rate may be increased by
2.0%. The revolving facility will also carry a contment fee of 0.30% to 0.50% per year on the unysetion.

The Credit Agreement includes, among other stangiardsions, two financial covenants. The firstfiitial covenant requires us to
maintain, as of the end of each of our fiscal qgrarta ratio of (i) consolidated EBITDA minus colidated capital expenditures to
(i) consolidated interest expense paid or payabtash plus scheduled principal payments in raspfeéadebtedness under the Credit
Agreement of not less than 1.75 to 1.00. The sefioadcial covenant requires us to maintain, athefend of each of our fiscal quarters, a
ratio of consolidated total indebtedness to codstdéid EBITDA of not more than the applicable ratiesset forth in the Credit Agreement.

Nearly all of our sales have historically been damated in United States dollars. Although not gigant, in late fiscal 2007 we began
to make sales in other currencies, particularlyBbeo, GB pound and Canadian dollar. Approximaf&ty of our sales in fiscal 2012 were
denominated in currencies other than the US dgitamarily the Euro and GB pound. We currently haweesignificant direct foreign curren
exchange risk and such risk in the future is exqubtd be modest.

Our excess cash is invested in highly liquid, stemn, investment grade securities with maturigigmarily of less than two years.
These investments are not held for speculativeagdlirtg purposes. Changes in interest rates magtdffe investment income we earn on ¢
cash equivalents and marketable securities andftreraffect our cash flows and results of openati®e hold investments in auction rate
securities (“ARS") in order to generate higher tiygrical money market investments. ARS typicallg high credit quality, generally
achieved with municipal bond insurance. Creditgiake eased by the historical track record of bosdrers, which back a majority of this
market. Sell orders for any security traded throaglauction process could exceed bids. Such instegre usually the result of a drastic
deterioration of issuer credit quality. Should thbe a failed auction, we may be unable to ligeidair position in the securities in the near
term. We have $1.85 million in investments in twtion rate securities issued by New York statelandl government authorities that have
failed auctions. The authorities are current inrtleerest payments on the securities.

We are party to legal actions that arise in thénamy course of business as described in Note O.
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Item 8. Financial Statements and Supplementary De

Financial statements and supplementary data rebhiré>art Il, ltem 8 are included in Part IV ofgeport as indexed at Item 15 (a) 1
and 2, and are incorporated by reference intoltéis 8.

Item 9. Changes in and Disagreements with Accountants orcéanting and Financial Disclosure
None.

Item 9A. Controls and Procedure
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this repmut, management, under the supervision and witlpdngcipation of our Chief
Executive Officer and our Chief Financial Officekaluated the effectiveness of the design and tiperaf our disclosure controls and
procedures pursuant to Rule 13a-15(b) of the Siesiixchange Act of 1934, as amended. Based omvthiuation, the Chief Executive
Officer and the Chief Financial Officer concludéat our disclosure controls and procedures aseoétid of the period covered by this report
are functioning effectively to provide reasonatdswance that the information required to be dssmdoy us (including our consolidated
subsidiaries) in reports filed under the Securiigshange Act of 1934, as amended, is recordedepsed, summarized and reported within
the time periods specified in the Securities andharge Commission’s rules and forms and is accustilend communicated to
management, including our Chief Executive Officed £hief Financial Officer, as appropriate to allinely decisions regarding required
disclosure.

Changes in Internal Control over Financial Reportirg

There was no change in our internal control oveairftial reporting in the fiscal quarter ended May 2012 that has materially affected,
or is reasonably likely to materially affect, ontdrnal control over financial reporting.

Management’s Report on Internal Control over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting for our company.
Internal control over financial reporting is defthim Rules 13a-15(f) and 15k5(f) promulgated under the Securities Exchangeofd934, a:
amended, as a process designed by, or under teev&ipn of, our principal executive and princifiaincial officers and effected by our
board of directors, management and other persottptpvide reasonable assurance regarding thabilly of financial reporting and the
preparation of financial statements for externappses in accordance with accounting principleegaly accepted in the United States and
includes those policies and procedures that:

» Pertain to the maintenance of records that in regtsle detail accurately and fairly reflect the sactions and dispositions of our
assets

* Provide reasonable assurance that transactiome@eled as necessary to permit preparation ofifiahstatements in accordar
with accounting principles generally accepted m thmited States, and that our receipts and experditire being made only in
accordance with authorizations of our managemethina@mbers of our board of directors; ¢

» Provide reasonable assurance regarding preventiomely detection of unauthorized acquisition, oselisposition of our assets
that could have a material effect on our finanstatements

Because of its inherent limitations, internal cohtver financial reporting may not prevent or d¢taisstatements. Projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.
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Our management has assessed the effectivenessiafaraal control over financial reporting as o&i31, 2012. In making this
assessment, management used the criteria sebfottie Committee of Sponsoring Organizations offtteadway Commission (COSO) in
Internal Control—Integrated Framework. We have edetl from our evaluation the internal controls dirgancial reporting of Navilyst
Medical, which we acquired on May 22, 2012. As afyM81, 2012 and for the period from May 22, 20I2dlgh May 31, 2012, total assets
and total revenues subject to Navilyst Medicalteinal control over financial reporting represent&&o and 2% of our consolidated total
assets and total revenues, respectively.

Based on its assessment and these criteria, stibjeéw foregoing, management believes that we taiaied effective internal control
over financial reporting as of May 31, 2012.

Our independent registered public accounting fiam issued an report on the effectiveness of oarriat control over financial
reporting. That report appears on page 65.

Item 9B. Other Information
None
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Part Il

Certain information required by Part Ill is omitt&dm this annual report on Form ¥0Obecause we will file a definitive proxy statem
within 120 days after the end of our fiscal yearspant to Regulation 14A (the “Proxy Statementft)dar annual meeting of Stockholders,
currently scheduled for October 22, 2012. The imfation included in the Proxy Statement under tBpeetive headings noted below is
incorporated herein by reference.

Item 10.  Directors, Executive Officers and Corporate Govence

Information required in this annual report on FdriK with respect to Executive Officers is contalrie the discussion titled
“Executive Officers of the Company” in Part | ofgtannual report on Form 10-K. The balance of tiiermation required by Item 10 is
incorporated herein by reference to our Proxy 8tate under the heading “Election of Directors”.

ltem 11.  Executive Compensatio

The information required by Item 11 is incorporakexiein by reference to our Proxy Statement urfdeheading “Executive
Compensation”.

Item 12.  Security Ownership of Certain Beneficial Owners ahMbBnagement and Related Stockholder Mattt

The information required by this caption is incaigted herein by reference to our Proxy Statemeti¢uthe heading “Ownership of
Securities”.

Item 13.  Certain Relationships and Related Transactions, abitector Independenci

The information required by this caption is incaiged herein by reference to our Proxy Statemeteuthe heading “Certain
Relationships and Related Transactions”.

Item 14.  Principal Accounting Fees and Service

The information required by this caption is incaigged herein by reference to our Proxy Statemeti¢uthe headings “Audit Matters—
Principal Accounting Fees and Services and—PolityAndit Committee Pre-approval of Audit and PernbikesNon-Audit Services of
Independent Registered Public Accounting Firm”.
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Part IV

ltem 15. Exhibits, Financial Statement Schedule
(a)(2) Financial Statements

The following consolidated financial statements andplementary data of Registrant and its subsediaequired by Part Il, Item 8, are
included in Part IV of this report:

Report of Independent Registered Public Accourfdinm 65
Consolidated statements of operat—Years ended May 31, 2012, May 31, 2011 and MayG10 66
Consolidated balance she—May 31, 2012 and May 31, 20: 67
Consolidated statements of stockholders’ equity@mdprehensive income (loss)—Years ended May 312 2day 31, 2011 and

May 31, 201( 68
Consolidated statements of cash fl—Years ended May 31, 2012, May 31, 2011 and MayG10 69
Notes to consolidated financial stateme 71

(2) Financial Statement Schedules
The following consolidated financial statement stifie is included in Part IV of this report:

Schedule —Valuation and qualifying accoun 10€

All other schedules are omitted because they arapmicable, or not required, or because the redunformation is included in the
consolidated financial statements or notes thereto.

(b) Exhibits 10€
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
AngioDynamics, Inc. and Subsidiaries:

In our opinion, the accompanying consolidated foialnstatements listed in the index appearing utiger 15(a)(1) present fairly, in all
material respects, the financial position of Angyp@mics, Inc. and its subsidiaries at May 31, 28i& May 31, 2011, and the results of their
operations and their cash flows for each of thedlyears in the period ended May 31, 2012 in camifgrwith accounting principles genera
accepted in the United States of America. In addjtin our opinion, the financial statement schedisted in the index appearing under
Item 15(a)(2) presents fairly, in all material rests, the information set forth therein when readdnjunction with the related consolidated
financial statements. Also in our opinion, the Camp maintained, in all material respects, effectiternal control over financial reporting
of May 31, 2012, based on criteria establishelhiernal Control—Integrated Frameworksued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSOg CTbmpany’s management is responsible for theaedial statements, for
maintaining effective internal control over finaalkieporting and for its assessment of the effeciss of internal control over financial
reporting, included in Item 9A under Management&p8&t on Internal Control over Financial Reporting.

Our responsibility is to express opinions on thias@ncial statements and on the Company’s intezaatrol over financial reporting
based on our integrated audits. We conducted alitsan accordance with the standards of the Puldimpany Accounting Oversight Board
(United States). Those standards require that s @hd perform the audits to obtain reasonable@sse about whether the financial
statements are free of material misstatement amdh&h effective internal control over financial ogfing was maintained in all material
respects. Our audits of the financial statemertisided examining, on a test basis, evidence suppdite amounts and disclosures in the
financial statements, assessing the accountingiptés used and significant estimates made by neanagt, and evaluating the overall
financial statement presentation. Our audit ofrimaécontrol over financial reporting included dbtag an understanding of internal control
over financial reporting, assessing the risk thattaderial weakness exists, and testing and evatyéte design and operating effectiveness of
internal control based on the assessed risk. Qiitsaaiso included performing such other procedasewe considered necessary in the
circumstances. We believe that our audits provitdEagonable basis for our opinions.

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttiegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (ii) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and(idyide reasonable assurance regarding preventitmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@izé statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

As described in Management’s Report on Internalt@bover Financial Reporting, management has ebeduNavilyst from its
assessment of internal control over financial répgras of May 31, 2012 because it was acquiretheyCompany in a business combination
on May 22, 2012. We have also excluded Navilysinfaur audit of internal control over financial refog. Navilyst is a wholly-owned
subsidiary whose total assets and total revenyeesent 17% and 2%, respectively, of the relatedaadated financial statement amounts as
of and for the year ended May 31, 2012.

/sl PricewaterhouseCoopers LLP
Albany, New York
August 14, 2012
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AngioDynamics, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Net sales
Cost of sale:
Gross profit
Operating expenst
Research and developmt
Sales and marketir
General and administratiy
Amortization of intangible:
Acquisition and other items, n
Total operating expens
Operating (loss) incom
Other (expenses) incon
Interest incomt
Interest expens
Other expens
Total other (expenses) income,
(Loss) income before income tax provis
Income tax (benefit) provisia
Net (loss) incomi
(Loss) earnings per she
Basic

Diluted

Basic weighted average shares outstan
Diluted weighted average shares outstan

Years ended

May 31, May 31, May 31,

2012 2011 2010
$221,78 $215,75( $216,03!
95,82¢ 90,04 89,06¢
125,95¢ 125,70 126,96
20,51: 21,37: 19,27¢
64,50¢ 58,12: 60,92:
18,33« 17,82¢ 16,43;
9,40¢ 9,23¢ 9,46:

16,16« 7,182 —
128,92( 113,74( 106,09¢
(2,967) 11,96: 20,87:
1,09( 737 71%
(50€) (49¢) (672)
(2,907) (1,507 (1,297
(2,320) (1,26°) (1,257)
(5,282) 10,69¢ 19,61¢
(18¢€) 2,581 7,307
$ (5099 $ 8,117 $ 12,31.
$ (0.20 $ 0.3 $ 0.5C
$ (020 $ 03z $ 0.5C
25,38: 24,87( 24,58(
25,38: 25,13: 24,78

The accompanying notes are an integral part oktfirancial statements.

66



Table of Contents

AngioDynamics, Inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS
(in thousands)

ASSETS
CURRENT ASSET¢
Cash and cash equivalel
Escrow receivabl
Marketable securities, at fair val

Total cash, cash equivalents, escrow receivablaeraréietable securitie

Accounts receivable, net of allowances of $933 $48b, respectivel
Inventories
Deferred income taxe
Prepaid expenses and otl
Total current asse
PROPERTY, PLANT AND EQUIPMEN-AT COST, nei
OTHER ASSETS
INTANGIBLE ASSETS, ne
GOODWILL
DEFERRED INCOME TAXES, long tert
PREPAID ROYALTIES
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payabl
Accrued liabilities
Current portion of lon-term debt
Total current liabilities
LONG-TERM DEBT, net of current portic
Other long term liabilitie:
Total liabilities
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERY EQUITY

Preferred stock, par value $.01 per share, 5,00008res authorized; no shares issued and

outstanding

Common stock, par value $.01 per share, 45,00G:08fes authorized; issued and outstanding

34,826,531 and 24,985,657 shares, respect
Additional paic-in capital
Retained earning
Treasury stock, 142,305 shares, at
Accumulated other comprehensive I
Total stockholder equity
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

The accompanying notes are an integral part oktfinancial statements.
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May 31, 201: May 31, 201:
$ 23,50¢ $ 45,98
2,50( —
14,07( 85,55¢
40,07¢ 131,54
48,58¢ 27,14:
55,82: 28,12¢
4,92¢ 2,821
9,82¢ 4,67¢
159,23¢ 194,30
55,91¢ 23,80:
10,70; 2,82:
147,26¢ 48,03’
308,91 161,95
39,19¢ 5,83t
53z 66€
$ 721,76¢ $ 437,42:
$ 29,200 $ 11,39
18,72: 13,84
7,50( 27E
55,42; 25,50
142,50( 6,27t
327 —
198,24¢ 31,78:
34¢ 25¢
496,37 371,39
30,17t 35,26¢
(2,10 —
(1,274 (1,279
523,52 405,63
$ 721,76¢ $ 437,42:
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AngioDynamics, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY AND COMPREHENSIVE
INCOME
Years ended May 31, 2012, May 31, 2011, and May 2010
(in thousands, except share data)

Accumulated

Common Stock Additional Retainec com::gr?;nsin Treasury Stock
paid in Comprehensive
Shares Amount capital earnings loss Shares  Amount Total income/(loss)
Balance at May 31, 2009 24,42820 $ 245 $ 358,01¢ $ 14,84( $ (90%) — $ — $372,19:
Net Income 12,31 12,31 $ 12,31:
Exercise of stock optior 172,37 1 1,723 1,72¢
Tax effect of exercise of stock optio (36€) (36€)
Issuance of performance shares, 32,08( (55) (55)
Purchase of common stock under Employee Stock
Purchase Pla 114,47¢ 1 1,152 1,152
Stocl-based compensatic 4,87¢ 4,87¢
Unrealized loss on marketable securities, net>obf
$82 (240) (140) (140)
Unrealized loss on interest rate swap, net of f&3¢ (5) (5) (5)
Foreign currency translatic (344) (344) (344)
Comprehensive incomnr $ 11,82
Balance at May 31, 201 2474714 $ 247 $ 365,34« $ 27,15. % (1,399 o $ — $391,34¢
Net Income 8,117 8,117 $ 8,117
Exercise of stock optior 106,85¢ 1 97€ 977
Tax effect of exercise of stock optio (639 (639)
Issuance of performance shares, 46,727 1 — 1
Purchase of common stock under Employee Stoc
Purchase Pla 84,927 1 1,102 1,10¢
Stoclk-based compensatic 4,60¢ 4,60¢
Unrealized loss on marketable securities, netxbf
$15 (26) (26) (26)
Unrealized gain on interest rate swap, net of fa 3 3 3
Foreign currency translatic 144 144 144
Comprehensive inconm $ 8,23¢
Balance at May 31, 201 2498565 $ 25C $ 371,390 $ 3526¢ $ (1,279 — $ — $405,63¢
Net Loss (5,099 (5,099 $ (5,099
Exercise of stock optior 193,68+« 2 2,15¢ 2,157
Tax effect of exercise of stock optio (295) (295)
Issuance of performance shares, 64,22: —
Purchase of common stock under Employee Stock
Purchase Pla 103,36: 1 1,201 1,202
Shares issued pursuant to acquisi 9,479,60° 95 117,83: 117,92t
Purchase of common stock for treas (142,309 (2,109 (2,109
Stoclk-based compensatic 4,09( ,
Unrealized loss on marketable securities, netxbf
$38 (65) (65) (65)
Elimination of unrealized gain on interest rate pyvi
net of tax of $(121 204 204 204
Foreign currency translatic (140) (140) (140)
Comprehensive los $ (5,099
Balance at May 31, 201 34,82653 $ 348 $ 496,37! $ 30,17t $ (1,279 (142,309 $ (2,104 $523,52(

The accompanying notes are an integral part oktfirancial statements.
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AngioDynamics, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Years ended
May 31, May 31, May 31,
2012 2011 2010
Cash flows from operating activitie
Net (loss) incom $ (5,099 $ 8,117 $ 12,310
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic 13,05¢ 12,57¢ 12,45¢
Amortization of bond discour 707 52 68
Tax effect of exercise of stock options and isseasfqerformance shar (309) (747) (529
Deferred income tax provisic (652) (840 5,871
Stock based compensati 4,09( 4,60¢ 4,87¢
Imputed interes — — 152
Changes in accounts receivable allowar 11¢€ (73) 44
Unrealized loss from foreign exchan (172 (109 (301
Loss on impairment of intangible ass — 6,41( —
Other 1,321 55 57
Changes in operating assets and liabilities, neffetts of acquisitions
Accounts receivabl (2,49¢) 2,77(C (2,617)
Inventories (1,097 1,41¢ 7,42¢
Prepaid expenses and otl (4,659 2,05( (1,307%)
Accounts payable and accrued liabilit 6,67 (2,439 1,52
Net cash provided by operating activit 11,49 33,87( 39,95¢
Cash flows from investinactivities:
Additions to property, plant and equipmi (2,4972) (2,957%) (5,047)
Acquisition of intangible assets and businessaspfheash acquire (237,86 (1,086 (5,417
Other cash flows from investing activiti (4,000 (182 —
Change in escrow receivat (2,500 — —
Purchases of marketable securi (123,619 (168,479 (42,436)
Proceeds from sale or maturity of marketable stesa 194,11: 124,08: 41,11
Net cash used in investing activit| (176,360 (48,620 (11,77
Cash flows from financing activitie
Repayment of lor-term debi (6,550 (260) (265)
Proceeds from issuance of l--term debr 150,00( — —
Proceeds from exercise of stock options and E 3,35¢ 2,08( 2,87¢
Deferred financing costs on lc-term debt (2,37¢) — —
Repurchase of common stock for treas (2,109 — —
Tax effect of the exercise of stock options andasge of performance shal 14 10z 10¢
Net cash provided by financing activiti 142,33t 1,92 2,71¢
Effect of exchange rate changes on cash and casvadnts 49 49 (46)
(Decrease) increase in cash and cash equiv: (22,47¢) (22,779 30,85¢
Cash and cash equivalel
Beginning of yea 45,98¢ 58,76 27,90¢
End of yeal $ 23,50¢ $ 45,98/ $ 58,76

The accompanying notes are an integral part ottfinancial statements.
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AngioDynamics, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS—(Continued)
(in thousands)

Years ended
May 31, May 31, May 31,
2012 2011 2010
Supplemental disclosures of cash flow informat
Cash paid during the period fc
Interest $ 43¢ $ 47¢€ $ 452
Income taxe: 2,832 82¢ 4,56:
Supplemental disclosure of r-cash operating, investing and financing activit
Contractual obligations in acquisition of intangiland busine: $ 217 $1,90¢ $ —
Equity issued in acquisition of intangible and Imesis 117,92¢ — —

The accompanying notes are an integral part oktfirancial statements.
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AngioDynamics, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
May 31, 2012 and May 31, 2011

NOTE A—BASIS OF PRESENTATION, BUSINESS DESCRIPTIONAND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

1. Basis of Presentation and Description of Busiges

The consolidated financial statements include tu®ants of AngioDynamics, Inc. and its wholly owrmbsidiaries, RITA Medical
Systems, LLC, AngioDynamics UK Limited, AngioDynaraiNetherlands B. V. since February 2, 2011 andHMing Company, Inc.
(Navilyst) since May 22, 2012 (collectively, thed@pany”). All intercompany balances and transastioave been eliminated. We are
primarily engaged in the design, development, mactufe and marketing of medical products used mimdlly invasive, image-guided
procedures to treat peripheral vascular diseadeydr, and local oncology therapy options for tnegttancer, including radiofrequency
ablation, or RFA, systems, NanoKnife Ablation Sysse surgical resection systems and embolizatiodymts for treating benign and
malignant tumors.

Prior to fiscal 2011, we reported our results oérgpions as three reportable segments: Periphasdwar, Access and
Oncology/Surgery. At the beginning of fiscal 20fE combined our Peripheral Vascular and Accessrtaiple segments into a single
reportable segment that was named the VasculaialiviThe Vascular segment is responsible for prtsdtargeting the fluid management,
venous intervention, dialysis access, thrombus gemant and peripheral disease markets and hasatidli@search and development and
sales and marketing personnel assigned to it. Te®IOgy /Surgery segment continues to be respanfiblRF Ablation, embolization, Hat
and NanoKnife product lines and has dedicated rekemd development and sales and marketing pezbansigned to it.

Our chief operating decision maker evaluates perémce based on the reportable segments and utiitesales, gross profit and
operating income as primary profitability measuiése expenses related to certain shared and coepactvities are allocated to these
segments on a percentage of total sales basissoatoy expenses basis as deemed appropriate.

We have performed an evaluation of subsequent eterdugh the date the financial statements weret

Acquisition of Navilyst

On May, 22, 2012, we completed the acquisitionrofgtely-held Navilyst, a global medical device quy with strengths in the
vascular access, interventional radiology and wetetional cardiology markets. The acquisition agldted transaction costs were financed
through the issuance of approximately 9.5 millibares of our common stock, $150 million in drawguasition debt financing and $97
million of cash. Based on the closing price of siack of $12.44 on the day prior to the transactibe purchase price was approximately
$362 million.

The fiscal 2012 results include approximately $Imilfion in transaction and related costs for theviyst acquisition. These costs are
included in “Acquisition and other items, net” metstatement of operations.

With the issuance of common stock related to tlygiaition, as of May 31, 2012 we have approximagy8 million shares of common
stock outstanding. Investment funds affiliated withista Capital Partners, former owners of Navilyeteived approximately 9.5 million
shares of our common stock and as of May 31, 201 dpproximately 27% of our outstanding sharegestment funds affiliated with
Avista Capital Partners entered into a stockholdgreement with us as part of the transaction &wdraceived the right to appoint two
additional seats on our existing Board of Directors

To satisfy any working capital adjustment and ptéimdemnification claims that may arise, $20lmii of purchase consideration has
been placed in escrow, including approximately $Million in cash and
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AngioDynamics, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2012 and May 31, 2011

approximately 415 thousand shares of common stietkrmined based on the closing price of $12.4themay prior to the transaction. The
indemnification claims period will terminate onyudl5, 2013. At May 31, 2012, we have $2.5 millidmexeivable related to the working
capital adjustment recorded as escrow receivabte@balance sheet. Such receivable is the subj@ctgoing negotiation between the pai
and there can be no assurance it will be realized.

Investment in Microsulis Medical Ltd

On March 22, 2012, we established a strategicioelstiip with Microsulis Medical Ltd., a U.K.-basedmpany specializing in the
minimally-invasive, microwave ablation technology the coagulation of soft tissue which has systienmsore than 80 hospitals worldwide.

The relationship includes a $5 million investmenMicrosulis through the purchase of senior preféstock, representing a 14.3%
ownership position, exclusive distribution rightsmharket and sell their microwave ablation systemal markets outside the United States
from May 2012 through December 2013, and an exaugption to purchase at any time until SeptemBe2213, substantially all of the
global assets of Microsulis Medical, Ltd. This eeen accounted for as a cost method investment$J neillion investment is included in
intangible assets and other non -current assetseobalance sheet at May 31, 2012. Fees relatiistransaction of approximately $604
thousand are included in “Acquisition and othemite net” in the statement of operations for fisx@l2.

See Note C for further discussion of acquisitions.

Regulatory Matters

On January 24, 2011 we received a Warning Letten fthe U.S. Food and Drug Administration, or FDAcbnnection with our
marketing of the NanoKnife System. In the Warniregter the FDA states that certain statements weeniaduding those on our company
website, promote the use of the NanoKnife Systeyoie its currently cleared indications. Upon reteifghe Warning Letter, we promptly
responded to FDA and completed corrective and ptetige actions to address the matters raised. &lfevie the matters raised by the FDA
in the Warning Letter are fully resolved.

We received a Warning Letter dated May 27, 201inftbe FDA in connection with its inspection of @ueensbury, NY manufacturi
facility. In the Warning Letter, the FDA cited defncies in the response letter we provided the BAaining to the inspection that occur
from January 4 through January 13, 2011. The dgfaes related to our internal procedures for naddievice reporting, corrections and
removals and complaint handling. We have respotaléite May 27, 2011 Warning Letter and completedemtive and preventive actions to
address the observations.

On February 10, 2012, we received from the FDA mrF483, List of Investigational Observations, imnection with their inspection
our Queensbury facility from November 14, 2011 thylo February 10, 2012. The Form 483 contained $2mations related to, among other
things, our CAPA system, MDR reporting, complamiéstigation, corrections and removals, acceptaritexia and training. Some of the
observations contained in the Form 483 were repesdrvations from the May 27, 2011 Warning Letter.

On February 13, 2012, we received from the FDA m483 in connection with their inspection of ouefont facility from
January 12, 2012 through February 13, 2012. ThmHE®&3 contained 6 observations related to, amamegr dhings, our CAPA system, design
controls, risk management and training.

We have developed a comprehensive Quality CalldiioA Program to review and augment our Quality Mgment Systems at our
Queensbury facility, and we have implemented nuneeroeasures outlined in that plan. When we iniliéite program in early December
2011, we engaged a team of external regulatory and
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May 31, 2012 and May 31, 2011

quality experts and reallocated a significant nundfengineering and product development resoucaspport this corporate initiative. In
fiscal 2012, we incurred $2.3 million of expenssaasated with the Quality Call to Action Program.

We provided responses to the FDA to the Form 4888mi5 business days from the date we receivethttWe will continue to work
closely with the FDA to resolve any outstandingiess Until the items raised in the Warning Lettard during the recent inspections are
corrected, we may be subject to additional regeyatigtion by the FDA, including the issuance of miag letters, injunction, seizure or recall
of products, imposition of fines or penalties oergiing restrictions on our facilities and any sactions could significantly disrupt our
ongoing business and operations and have a maeralse impact on our financial position and ojiregaresults.

In May 2011, we submitted to FDA an application &orInvestigational Device Exemption for a clinit@l to study the use of
NanoKnife in the treatment of pancreatic cancedune 2012, we submitted an amendment to our apiplicto address matters raised
FDA in the course of their review of the applicatiand to propose an expanded and enhanced codfnaledomized trial protocol. In August
2012, we received a disapproval letter from FDAuesiing additional information and certain protocimhnges. We intend to continue to
work with FDA to address the matters raised inAhgust letter.

CEO and Executive Transitions

On June 13, 2011, we entered into a Separationefsggat with Johannes C. Keltjens, our then Pres@etChief Executive Officer
that provided, among other things, for a lump saynpent in the amount of $930,811 (subject to appliE withholdings and deductions) and
continuation of health benefits for a period oftaf24 months. Total expenses of $1.0 million asgedi with this Separation Agreement were
included in “Acquisition and other items, net” inrestatement of operations fiscal 2012. Joseph &\/illo commenced employment on
September 7, 2011 as President and Chief Exeddfifiger. During the transition period, Scott J. &ub, Senior Vice President and Chief
Technology Officer, assumed the duties of Interinie€Executive Officer. Mr. Solano resigned fromgdoDynamics, effective October, 14,
2011. Expenses of $286 thousand for the relocatfiaur new CEO and $968 thousand of expensesduositions in the executive
management team are included in “Acquisition afgpitems, net” in our statement of operationdifwral 2012. Comparably, expenses of
$772 thousand of expenses for transitions in tlee@ive management team were included in our staieof operations for fiscal 2011.

Expiration of our Distribution Agreement Amendmerfior LC Bead

The Supply and Distribution Agreement with Bioconilpies UK Limited, which granted us exclusive distttion rights to LC Beads in
the United States, expired on December 31, 2011Bé&& sales were $21.3 million or 9% of total s&eshe fiscal year ended May 31,
2012, $28.3 million or 13 % of total sales for flezal year ended May 31, 2011 and $ 22.4 milliod@% of total sales for the fiscal year
ended May 31, 2010.

Amendment of AngioDynamics’ 2004 Stock and Incemtidward Plan

On October 5, 2011, we amended the 2004 Stockrarahtive Award Plan to increase the maximum nurobshares of our common
stock with respect to which stock options may kenggd during any calendar year to any one emplfyge® 200,000 shares to 500,000
shares. See Note N to the consolidated finan@#istents in this Annual Report on Form 10-K foritiddal information.
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Share Repurchase Program

On October 5, 2011, our Board of Directors authestithe repurchase of up to $20 million of our commstock, prior to May 31, 2012.
During the fiscal year ended May 31, 2012, we paseld 142,305 shares at a cost of approximatelyr#litn. See Note N to the
consolidated financial statements in this Annugbdteon Form 10-K for additional information.

Closure of UK facility

During the first fiscal quarter of 2012, we made ttecision to close our Cambridge, UK facility arahsfer the production of lasers to
our Queensbury, NY facility. We have extended thedor closing the UK facility and moving lasermagacturing from December 2011 to
December 2012. We estimate the total cost of ttagept will be approximately $3.4 million. The statent of operations for fiscal 2012
includes charges of $1.8 million for costs incurasdociated with this closure which is include@fnquisition and other items, net”.

2. Fiscal Year
We report on a fiscal year ending May 31.

3. Cash and Cash Equivalents

We consider all unrestricted highly liquid investiteepurchased with an initial maturity of less thlaree months to be cash equivalents.
We maintain cash and cash equivalent balancesfiwihcial institutions in the United States in esg®f amounts insured by the Federal
Deposit Insurance Corporation.

4. Marketable Securities

Marketable securities, which are principally goveemt agency bonds, auction rate investments aqbie commercial paper, are
classified as “available-for-sale securities” it@aance with authoritative guidance issued by FA88 are reported at fair value, with
unrealized gains and losses excluded from opesatiad reported as a component of accumulated odingprehensive income (loss), net of
the related tax effects, in stockholders’ equitgstis determined using the specific identificatioaethod. We hold investments in auction rate
securities in order to generate higher than typitahey market rate investment returns. Auction sataurities typically are high credit qual
generally achieved with municipal bond insurancedt risks are eased by the historical track r@adrbond insurers, which back a majority
of this market. Sell orders for any security tratledugh an auction process could exceed bidsiarsdich cases, the auction fails and we
be unable to liquidate our position in the secesiin the near term. During fiscal years 2012, 281d 2010, we had $1.85 million in
investments in two auction rate securities issuebléw York state and local government authorities failed auctions. The authorities are
current in their interest payments on the secutitie

5. Accounts Receivable

Accounts receivable, principally trade, are gergidilie within 30 to 90 days and are stated at arsodure from customers, net of an
allowance for sales returns and doubtful accoWies perform ongoing credit evaluations of our custsrand adjust credit limits based upon
payment history and the customer’s current credifwoess, as determined by a review of their curceadit information. We continuously
monitor aging reports, collections and paymentmfoustomers, and a provision for estimated credids is maintained based upon our
historical experience and any specific customedectibn issues that have been identified. Whiléhstredit losses have historically been
within our expectations and the provisions esthblis we cannot guarantee that the same creditdtess will be experienced in the future.
write off accounts receivable when they are deteealito be uncollectible.
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6. Inventories

Inventories are stated at the lower of cost (atdsded cost, which approximates the first-in, fiost-method) or market. Appropriate
consideration is given to deterioration, obsoleseeand other factors in evaluating net realizablee.

7. Property, Plant and Equipment

Property, plant and equipment are stated at cesst,dccumulated depreciation. Depreciation is coalpusing the straight-line method
over the estimated useful lives of the assets. Viltuate these assets for impairment annually ahasges in circumstances or the occurre
of events suggest the remaining value is not reedde. Expenditures for repairs and maintenancelzeged to expense as incurred.
Renewals and betterments are capitalized.

8. Goodwill and Intangible Assets

Intangible assets other than goodwill and acquiPRi&D are amortized over their estimated usefiddiwvhich range between one and
11 years, on either a straight-line basis oveettpected period of benefit or as revenues are édram the sales of the related products. We
periodically review the estimated useful lives af mtangible assets and review such assets fatinent whenever events or changes in
circumstances indicate that the carrying valuéhefdssets may not be recoverable. Our determinatimmpairment is based on estimates of
future cash flows. If an intangible asset is coasid to be impaired, the amount of the impairmettagual the excess of the carrying value
over the fair value of the asset.

Acquired IPR&D has an indefinite life and is not@nized until completion and development of thejget at which time the IPR&D
becomes an amortizable asset. If the related prigi@ot completed in a timely manner or the proje¢erminated or abandoned, we may |
an impairment related to the IPR&D, calculatedhesexcess of the asset’s carrying value overiitvédue.

Our policy defines IPR&D as the value assignedtsé projects for which the related products hateeceived regulatory approval
and have no alternative future use. Determiningothréion of the purchase price allocated to IPR&Quires us to make significant estimates.
The amount of the purchase price allocated to IPR&&etermined by estimating the future cash floisach project or technology and
discounting the net cash flows back to their presatues. The discount rate used is determinelestitne of measurement in accordance
accepted valuation methods. These methodologidsdieconsideration of the risk of the project nctiaving commercial feasibility.

At the time of acquisition, we expect that all aicgd IPR&D will reach technological feasibility, bthere can be no assurance that the
commercial viability of these products will actyalie achieved. The nature of the efforts to devéiepacquired technologies into
commercially viable products consists principalyptanning, designing, and conducting clinical lsiaecessary to obtain regulatory
approvals. The risks associated with achieving cersialization include, but are not limited to, deta failure to obtain regulatory approvals
to conduct clinical trials, delay or failure to abt required market clearances, or delays or issitbspatent issuance, or validity and
litigation. If commercial viability were not achied, we would likely look to other alternatives toyide these therapies.

Goodwill and other intangible assets that havefinde useful lives are not amortized, but ratheee tested for impairment annually or
more frequently if impairment indicators arise. Wae one intangible asset which
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has been assigned an indefinite life, the NAMIG#&maark that was recently acquired as part of oguiaition of Navilyst, and is valued at
$28.6 million. Goodwill represents the excess efparchase price over the fair value of the nejitde and identifiable intangible assets
acquired in each business combination. Goodwilliatahgible assets have been recorded at eitherraa or allocated cost. Allocated costs
were based on respective fair market values afldke of acquisition.

We test goodwill for impairment during the thirdegter of every fiscal year and when an event ocourtgrcumstances change such -
it is reasonably possible that impairment existse impairment test requires a comparison of thienagtéd fair value of the reporting unit to
which the goodwill is assigned to the sum of theyéag value of the assets and liabilities of thait. If the sum of the carrying value of the
assets and liabilities of a reporting unit excetbasfair value of the reporting unit, the carrywajue of the reporting uni’goodwill is reduce
to its implied fair value through an adjustmenthe goodwill balance, resulting in an impairmenargfe. Our determination of impairment is
based on estimates of future cash flows. We testigil for impairment during the third quarter ofery fiscal year, or more frequently if
impairment indicators arise. Events that couldhimfuture, result in impairment include, but ao¢ limited to, sharply declining sales for a
significant product or in a significant geograptegion.

9. Revenue Recognition

We recognize revenue in accordance with generatiggted accounting principles as outlined in th€'SRuthoritative guidance on
revenue recognition which requires that four basiteria be met before revenue can be recognizepge(suasive evidence that an
arrangement exists; (ii) the price is fixed or deti@able; (iii) collectability is reasonably assdrand (iv) product delivery has occurred or
services have been rendered. Decisions relatigatarion (iii) regarding collectability are basadon our judgments, as discussed under
“Accounts Receivable” above, and should conditicimange in the future and cause us to determinetitésion is not met, our results of
operations may be affected. We recognize revereimfrsales taxes assessed by any governmentalrigyitlas products are shipped, based
on F.O.B. shipping point terms when title and @$koss passes to customers. We negotiate shigpidgredit terms on a customer-by-
customer basis and products are shipped at ancagpes price. All product returns must be pmproved by us and customers may be su
to a 20% restocking charge. To be accepted, anedysroduct must be unadulterated, undamaged amdabdeast 12 months remaining prior
to its expiration date.

We chose to early adopt, effective with the thiududer of fiscal 2010, updated authoritative guafor revenue recognition relating to
the accounting treatment for revenue arrangembatsrvolve more than one deliverable or unit af@amting. At the same time, we also
adopted the updated guidance relating to certaientge arrangements that include software elemieither of these had a material effect on
our consolidated financial statements.

10. Research and Development

Research and development costs, including salaoesulting fees, building costs, utilities, adretritive expenses and an allocation of
corporate costs are related to developing new mtsdenhancing existing products, validating nee@ @mhanced products and managing
clinical, regulatory and medical affairs and ouelkectual property and are expensed as incurred.

11. Shipping and Handling Costs

Shipping and handling costs, associated with th&idution of finished products to customers, @®orded in costs of goods sold and
are recognized when the related finished produsttiigped to the customer. Amounts charged to cuatefor shipping are recorded in net
sales.
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12. Income Taxes

Deferred income taxes are recognized for tempatdfgrences between financial statement and inctaméases of assets and liabilit
and loss carryforwards and tax credit carryforwdodsvhich income tax benefits are expected todadized in future years. A valuation
allowance has been established to reduce defexxeabstets, if it is more likely than not that alsome portion, of such deferred tax assets
will not be realized. The effect on deferred tagea change in tax rates is recognized in incomerperiod which includes the enactment
date. The deferred tax asset includes net operkatasgs acquired as part of the acquisitions & &itd Navilyst. These losses could be
significantly limited under Internal Revenue Coti®C") Section 382. An analysis of RITA’s ownershipanges as defined in IRC
Section 382 shows that approximately $15.8 miliofwhich $7.1 million had expired as of May 31,12( of federal net operating losses
not be utilized due to limitations. In additionjstestimated that $11.8 million of Rita state oy¢rating losses will expire prior to utilization.
A similar analysis of Navilyst's ownership changesdefined in IRS Section 382 shows that approxim&19.6 million of federal net
operating losses will not be utilized due to litidas. In addition, it is estimated that $35.9 rill of Navilyst's state net operating losses will
expire prior to utilization. The gross deferred ¢sset related to the net operating losses retleete limitations.

We intend to reinvest indefinitely any of our uraéfated foreign earnings as of May 31, 2012. Weshaot provided for U.S. income
taxes on these undistributed earnings of our farsighsidiaries because we consider such earnings teinvested indefinitely outside the
United States. If these earnings were distributedmay be subject to both foreign withholding tazed U.S. income taxes. Determination of
the amount of this unrecognized deferred incomdiadity is not practical.

13. Fair Value of Financial Instruments

Our financial instruments include cash and caslivatgnts, accounts receivable, marketable secsyidiecounts payable, short-term and
long-term debt. The prior year included two intérase swap agreements which were terminated éalfigear 2012. The carrying amount of
these instruments approximates fair value duedartitmediate or short-term maturities or, with respe our debt and related interest rate
swaps, variable interest rates associated wittetimstruments. The interest rate swap agreemedtbden recorded at their fair value based
on a valuation received from an independent thindyp Marketable securities are carried at theinfalue as determined by quoted market
prices.

Effective June 1, 2008, we adopted an accountifigypregarding fair value. Under this policy, faalue is defined as the exchange
price that would be received for an asset or patdansfer a liability (an exit price) in the pripal or most advantageous market for the asset
or liability in an orderly transaction between metrparticipants on the measurement date. Thisypehtablishes a fair value hierarchy which
requires an entity to maximize the use of observatguts and minimize the use of unobservable sypiiten measuring fair value. The pol
describes three levels of inputs that may be usedeasure fair value which are provided in thegdtdlow. The adoption of this policy had
no impact on our financial statements other thandibclosures presented herein.

Level 1 Quoted prices in active markets for ideadtassets or liabilities. Level 1 assets includekitéame deposits, money market funds,
mutual funds and U.S. Treasury securities thatraded in an active exchange marl

Level 2 Observable inputs other than Level 1 prawgsh as quoted prices for similar assets or itas| quoted prices in markets that
are not active; or other inputs that are observabt=an be corroborated by observable market datsubstantially the full term
of the assets or liabilitie
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Level 2 assets include US government securitiesarbrate bonds. When quoted market prices arbsameable, we obtain
pricing information from an independent pricing den The pricing vendor uses various pricing modleieach asset class t
are consistent with what other market participanisid use. The inputs and assumptions to the mafdék pricing vendor are
derived from market observable sources includirgrdhmark yields, reported trades, broker/dealetegiissuer spreads,
benchmark securities, bids, offers, and other niardated data. Since many fixed income securdiesot trade on a daily
basis, the methodology of the pricing vendor usedable information as applicable such as benckroarves, benchmarking
of like securities, sector groupings, and matrigipg. The pricing vendor considers all availablarket observable inputs in
determining the evaluation for a security. Thustaie securities may not be priced using quotedgsribut rather determined
from market observable information. These investiiare included in Level 2 and primarily comprisg portfolio of
corporate and government fixed income securitieglitonally included in Level 2 are interest rateap agreements which are
valued using a m-market valuation mode

Unobservable inputs that are supportedttdy br no market activity and are significanttke fair value of the assets or
liabilities. Level 3 assets and liabilities inclufileancial instruments whose value is determinadgupricing models, discount
cash flow methodologies, or similar techniquesyal as instruments for which the determinatiorieof value requires
significant management judgment or estimation. Thiegory currently only includes auction rate siies where independent
pricing information was not able to be obtainedr Muestments in auction-rate securities were diasgsas Level 3 as quoted
prices were unavailable since these auction ratergies issued by New York state and local govesnhauthorities failed
auction. Due to limited market information, we iatd a discounted cash flow (“DCFHt)odel to derive an estimate of fair va
for all periods presented. The assumptions usedeiparing the DCF model included estimates witpeesto the amount and
timing of future interest and principal paymentsward projections of the interest rate benchmahes probability of full
repayment of the principal considering the creddlidy and guarantees in place, and the rate ofmequired by investors to
own such securities given the current liquiditk @ssociated with aucti-rate securities

The following tables provide information by levekfassets and liabilities that are measured avé&ire on a recurring basis (in

thousands):

Fair Value Measurements using
inputs considered as:

Fair Value at
Level 1 Level 2 Level 3 May 31, 201.
Financial Asset
Cash equivalent
Money market fund $4,76: $ — $ — $ 4,762
Total $4,762 $ — $ — $ 4,762
Marketable securitie
Corporate bond securitis $ — $ 6,371 $ — 6,371
U.S. government agency obligatic — 5,84¢ 1,85( 7,69¢
Total — 12,22( 1,85( 14,07(
Total Financial Asset $4,762 $12,22( $1,85( $ 18,83:
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At May 31, 2012, there were no financial liabil#imeasured at fair value since the interest ratg @srangements were paid off during
May 2012.

Fair Value Measurements using
inputs considered as:

Fair Value at
Level 1 Level 2 Level 3 May 31, 201:
Financial Asset
Cash equivalent
Money market fund $11,71¢ $ — $§ — $ 11,71¢
Corporate bond securitit — 20,99t — 20,99¢
Total $11,71¢ $ 20,99¢ $ — $ 32,71«
Marketable securitie
Corporate bond securitis $ — $ 46,15t $ — 46,15t
U.S. government agency obligatic — 37,55: 1,85( 39,40:
Total — 83,70¢ 1,85( 85,55¢
Total Financial Asset $11,71¢ $104,70: $1,85( $ 118,27.
Financial Liabilities
Interest rate swap agreeme $ — $ 1,02¢ $ — $ 1,02¢
Total Financial Liabilities $ — $ 1,02¢ $ — $ 1,02¢

There were no changes in the level 3 fair valugrumsents during fiscal 2012 or 2011.

15. Derivative Financial Instruments

We are exposed to market risk due to changesendst rates. To reduce this risk, we periodicatigeinto certain derivative financial
instruments to hedge the underlying economic exgosle use derivative instruments as part of olar@st rate risk management strategy.
The derivative instruments used are floating-t@dixate interest rate swaps, which are subje@sb fiow hedge accounting treatment. We
recognized interest expense of $61,000, $37,00662a6M00 for the fiscal 2012, 2011 and 2010 periosispectively, on the cash flow hedge.
The cash flow hedge was terminated in May 2012imjunction with the early payoff of the related tieb

In accordance with authoritative guidance on Actimgrfor Derivatives and Hedging Activities, as arded, our 2002 interest rate s\
agreement qualified for hedge accounting under GAA& the 2006 interest rate swap agreement didBoth. were presented in the
consolidated financial statements at their faiuealChanges in the fair value of derivative finah@struments were either recognized
periodically in income or in stockholders’ equity @ component of accumulated other comprehensieeria (loss) depending on whether the
derivative financial instrument qualifies for hedacounting and, if so, whether it qualifies aaia¥alue or cash flow hedge. Generally, the
changes in the fair value of derivatives accouffitea@s fair value hedges are recorded in incomegalaith the portions of the changes in the
fair value of hedged items that relate to the hddégks. Changes in the fair value of derivativesoainted for as cash flow hedges, to the
extent they are effective as hedges, are recordaddumulated other comprehensive income (lossh 8@ 2002 and the 2006 swap
agreements were terminated in May 2012 in conjonatiith the early payoff of the related debt.

In June 2012, we entered in an interest rate syeement, with an initial notional amount of $10Dion, to limit the effect of
variability due to interest rates on the loan. Bweap Agreement, which qualifies for hedge
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accounting under authoritative guidance, is a emhtio exchange floating interest rate payments§iXed interest rate payments of 3.26% of
the outstanding balance of the loan over the fiflne agreement without the exchange of the unuheylyotional amounts.

16. Stock-Based Compensation

We recognize compensation expense for all sharedqasyment awards made to our employees and disantduding employee stock
options and employee stock purchases related t8twek Purchase Plan based on estimated fair valiesecognize compensation expense
for our stock awards on a straight-line basis dherrequisite service periods of the awards, wiigenerally the vesting period.

The amount of stock-based compensation recognizkdsed on the value of the portion of awardsatatltimately expected to vest.
Guidance requires forfeitures to be estimatedetithe of grant and revised, if necessary, in sylset periods if actual forfeitures differ
from those estimates. The term “forfeitures” ididist from “cancellations” or “expirations” and megsents only the unvested portion of the
surrendered option. We currently expect, basechaamnalysis of our historical forfeitures, that appmately 88% of our options will vest
annually, and we have therefore applied a 12% dratfeiture rate in determining the stock-basethpensation charge recorded. We will re-
evaluate this estimate periodically and adjusfdinteiture rate on a prospective basis as necesd#tignately, the actual expense recognized
over the vesting period will only be for those s&sathat actually vest.

For the fiscal years ended May 31, 2012, May 31128hd May 31, 2010, we used the Black-Scholeswogiricing model (“Black-
Scholes”) as our method of valuation and a singtea award approach. This fair value is then aiped: on a straight-line basis over the
requisite service periods of the awards, whicheisegally the vesting period. The fair value of ghiaased payment awards on the date of the
grant as determined by the BlaSkholes model is affected by our stock price a$ agbther assumptions. These assumptions indudeyre
not limited to the expected stock price volatilityer the term of the awards, actual and projectepl@yee stock option exercise behaviors,
and a risk-free interest rate. The risk-free irgerate is based on factual data derived from pudagirces. The expected stock-price volatility
and option life assumptions require significantgoeént which makes them critical accounting estimate

We utilize our historical volatility when estimagjirexpected stock price volatility. We use yieldesabn U.S. Treasury securities for a
period approximating the expected term of the avaestimate the risk-free interest rate. The etqabterm is based on our actual historical
experience. The dividend yield is based on thehisind expectation of dividend payments. We hatepaid dividends in the past nor do we
expect to pay dividends in the foreseeable futOrg. historical data includes information from Mag, 2004, the date of our initial public
offering.

17. Earnings Per Common Share

Basic earnings per share are based on the weightzdge number of common shares outstanding wittangideration of potential
common stock. Diluted earnings per share furtheudtes the dilutive effect of potential common &toonsisting of stock options, warrants,
restricted stock units and shares issuable upowecsion of convertible debt into shares of commiokls provided that the inclusion of such
securities is not antidilutive.

Excluded from the calculation of diluted earnings pommon share are options and restricted stotk issued to employees and non-
employees to purchase 2,347,426 shares of comraok at May 31, 2012 as their
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inclusion would be anti-dilutive compared with a@pts and restricted stock units issued to emplogadsnon-employees to purchase
1,991,023 shares of common stock at May 31, 20d1dtHe period ending May 31, 2010, options andrictst stock units issued to

employees and non-employees to purchase 2,325h2t8ssof common stock were excluded from the calicr of diluted earnings per
common share as their inclusion would be anti-iitut

The following table sets forth the reconciliatiointloe weighted-average number of common shares:

2012 2011 2010
Basic 25,382,29 24,870,00 24,580,48
Effect of dilutive securitie — 262,75¢ 206,35¢
Diluted 25,382,29 25,132,76 24,786,84

18. Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States of America
requires management to make estimates and assas it affect the reported amounts of assetsiabitities and disclosure of contingent
assets and liabilities at the date of the constitifinancial statements. Estimates also affeanted amounts of sales and expenses duhieg
reporting period. Actual results could differ frahose estimates.

19. Supplier Concentrations

We were dependent on a third party supplier forasabolization product, LC Bead, which accountedafgproximately 9% of our sales
in fiscal 2012. The agreement to distribute thisdoict ended December 31, 2011. We are dependenttord-party manufacturer for a
substantial portion of our dialysis catheters.isgdl 2012, products purchased from this supptieoanted for approximately 10% of total
product purchases and sales of these products recbior approximately 4% of our sales. We are ddpat upon the ability of our suppliers
to provide products on a timely basis and on faigraricing terms. The loss of our principal sup@ior a significant reduction in product
availability from these suppliers could have a mat@dverse effect on us. We believe that ourti@iahips with these suppliers are
satisfactory.

20. Recently Issued Accounting Pronouncements

In December 2010, the FASB updated the accountimdpgce relating to the annual goodwill impairmesst. The updated guidance
requires companies to perform the second stepedafpairment test to measure the amount of impaitdoss, if any, when it is more likely
than not that a goodwill impairment exists whend¢heying amount of a reporting unit is zero orage. In considering whether it is more
likely than not that goodwill impairment exists, antity shall evaluate whether there are adversétgtive factors. The updated guidance is
effective beginning in our fiscal 2012 year. Theptibn of this guidance had no material impact onapnsolidated financial statements.

In December 2010, the FASB updated the accountimipgce relating to the disclosure of supplemenpaoyforma information for
business combinations. The updated guidance rexqoir@panies to provide additional comparative pronf financial information along wi
the nature and amount of any material nonrecuphogforma adjustments related to the business amatibn. The updated guidance is
effective for business combinations which have @ugsition date in fiscal years beginning on oeafdbecember 15, 2010 (our 2012 fiscal
year). The adoption of this guidance had no mdtenipact on our consolidated financial stateme
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In January 2010, the FASB updated the disclosupeimements for fair value measurements. The updguéthnce requires companies
to disclose separately the investments that tramsfend out of Levels 1 and 2 and the reasonthfase transfers. Additionally, in the
reconciliation for fair value measurements usirggiicant unobservable inputs (Level 3), compasiesuld present separately information
about purchases, sales, issuances and settlerbatapdated guidance was effective for annual ataim reporting periods beginning after
December 15, 2009 (our 2011 fiscal first quartexgept for the disclosures about purchases, sategnces and settlements in the Level 3
reconciliation, which are effective for fiscal yedreginning after December 15, 2010 (our 2012 figear). We have provided the additional
disclosures herein.

In May 2011, the FASB updated the accounting guidaelated to fair value measurements. The updptiethnce results in a consist
definition of fair value and common requirementsrfeasurement of and disclosure about fair valteden U.S. GAAP and International
Financial Reporting Standards (IFRS). The updatedagce is effective for interim and annual peribdginning after December 15, 2011
(the fourth quarter of our fiscal year 2012). Tllegtion of this guidance had no material impacbonconsolidated financial statements.

In June 2011 and December 2011, the FASB updagedistlosure requirements for comprehensive incdre.updated guidance
requires companies to disclose the total of congsive income, the components of net income, amddmponents of other comprehensive
income either in a single continuous statemenbairehensive income or in two separate but consecstatements. The updated guidance
does not affect how earnings per share is calailat@resented. The updated guidance is effecbivarinual periods, and interim periods
within those years, beginning after December 1812@ur fiscal year 2013). We are currently evahgathe impact of adoption of this
accounting guidance on our consolidated financ¢&ikesments.

In September 2011, the FASB updated the accougtiidance related to testing goodwill for impairmerttis update permits an entity
to make a qualitative assessment of whether itigertikely than not that a reporting unit's failwea is less than its carrying value before
applying the two-step goodwill impairment modelttisacurrently in place. If it is determined thrduthe qualitative assessment that a
reporting unit’s fair value is more likely than rmgreater than its carrying value, the quantitatissessment steps would be unnecessary. The
gualitative assessment is optional, allowing congmto go directly to the quantitative assessnigms update is effective for annual and
interim goodwill impairment tests performed in sgears beginning after December 15, 2011 (ocafigear 2013) however, early adoption
is permitted. We are currently evaluating the infdi@doption of this accounting guidance on oursmidated financial statements.

In July 2012, the FASB updated the accounting quidaelated to testing indefinite-lived intangibksets for impairment. This update
permits an entity to first make a qualitative asegnt of whether it is more likely than not thatiraefinite-lived intangible asset is impaired
as a basis for determining whether it is necessapgrform the quantitative impairment test. Anitgris not required to calculate the fair
value of an indefinite-lived intangible asset ardfprm the quantitative impairment test unlessahtity determines that it is more likely than
not that the asset is impaired. The more-likelyathzot threshold is defined as having a likelih@ddnore than 50%. This update is effective
for annual and interim impairment tests perfornretiscal years beginning after September 15, 2012 fiscal year 2014) however early
adoption is permitted, provided that the entity hasyet performed its annual impairment test suésl its financial statements. We are
currently evaluating the impact of adoption of thtczounting guidance on our consolidated finarstatements.

NOTE B—COMPREHENSIVE INCOME

We record comprehensive income in accordance withogitative guidance which requires unrealizedihng gains or losses on
available-for-sale securities and certain derivatihstruments, net of tax, and foreign
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currency translation to be included in accumulatdetr comprehensive loss, as a separate compohstoc&holdersequity. The componen
of accumulated comprehensive loss, which includealized gains and losses on available for salergies, changes in the fair value of the
2002 interest rate swap , and foreign currencystedion losses, are detailed in our accompanyimgaaated statements of stockholders’
equity and comprehensive income. At May 31, 201®May 31, 2011, the components of accumulated athprehensive loss, net of
related tax, are as follows:

May 31, 201 May 31, 201
(in thousands)
Cumulative income (loss) on interest rate s $ = $ (204)
Unrealized holding (loss) gain on marketable s¢ies (56) 9
Foreign Currency Translatic (1,219) (1,07¢)
Accumulated other comprehensive I $ (1,279 $ (1,279

NOTE C—ACQUISITIONS
Acquisition of Navilyst

On May, 22, 2012, we completed the acquisitionrofgtely-held Navilyst, a global medical device qmmny with strengths in the
vascular access, interventional radiology and wetetional cardiology markets. The acquisition agldted transaction costs were financed
through the issuance of approximately 9.5 millibares of our common stock, $150 million in drawguasition debt financing and $97
million of cash. (See Note L for additional infortia). Based on the closing price of our stock ©2 84 on the day prior to the transaction,
the purchase price was approximately $362 million.

The fiscal 2012 results include approximately $Iiltion in transaction and related costs for theevlyst acquisition. These costs are
included in “Acquisition and other items, net” metstatement of operations.

With the issuance of common stock related to tlygsition, as of May 31, 2012 we have approxima82ly8 million shares of common
stock outstanding. Investment funds affiliated withista Capital Partners, former owners of Navilyeteived approximately 9.5 million
shares of our common stock and as of May 31, 201 dpproximately 27% of our outstanding sharegestment funds affiliated with
Avista Capital Partners entered into a stockholdgreement with us as part of the transaction &wdraceived the right to appoint two
additional seats on our existing Board of Directors

To satisfy any working capital adjustment and ptéimdemnification claims that may arise, $20loi of purchase consideration has
been placed in escrow, including approximately $Million in cash and approximately 415 thousarares of common stock, determined
based on the closing price of $12.44 on the dayr poi the transaction. The indemnification clainesipd will terminate on July 15, 2013. At
May 31, 2012, we have $2.5 million of receivabliated to the working capital adjustment recordedstsow receivable on the balance st
Such receivable is the subject of ongoing negotidbietween the parties and there can be no assuitamitl be realized.

The purchase price was approximately $362 mill®oodwill recorded as a result of the acquisitiors 8447 million. Intangible assets
acquired, other than goodwill, totaled approxima@&107.1 million of which $49.4 million has beererdified as customer relationships (15-
year weighted average useful life), $32.5 millidrirademarks (of which $28.6 million has been daiaed to have an indefinite useful |
and the remaining $3.9 million has a 7-year weidlateerage useful life), $15.1 million of in-processsearch and development (indefinite
useful life), and $10.1 million of technology (6areweighted average useful life).
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The IPR&D assets, which are accounted for as indeflived intangible assets, represent the devetoy of a bio-medical polymer
additive for use in PICC and other vascular acpesduct lines and a power injectable port whichwalged at $12.1 million and $3.0 millic
respectively. The launch of these product offerimgthe United States are currently expected taoicfiscal 2013, subject to regulatory
approvals. The fair value of these intangible asagis determined based upon the present valugetted future cash flows adjusted for the
probability of technological and commercial riskiliming a risk—adjusted discount rate.

The following table summarizes the estimated falugs of the assets acquired and liabilities asduahthe date of the acquisition (in
thousands):

May 22,
2012

Cash and cash equivalents $ 7,68
Accounts receivabl 19,06¢
Inventories 26,85:
Prepaid expenses and other current a: 5,50z
Property, plant and equipme 34,01"
Deferred tax asse 32,82%
Goodwill 146,96:
Intangibles 107,10(
Other lon¢-term asset 49¢

Total assets acquire 380,50¢
Liabilities assumei (18,287

Total net assets acquir $ 362,22

The purchase price allocation has been preparedppaliminary basis and is subject to change aiiadal information becomes
available concerning the fair value and tax babth@acquired assets and liabilities. Any adjustite the purchase price allocation will be
made as soon as practicable but no later than earefsom May 22, 2012, the acquisition date.

The following supplemental unaudited pro forma infation presents our financial results as if thguéition of Navilyst had occurred
on June 1, 2010 (in thousands):

For the Years Ended

May 31
2012 2011
(unaudited)
Net sales $ 365,35 $ 369,38:
Net Income $ 3,89 $ (2,786

The above unaudited pro forma information was deireed based on historical GAAP results of AngioDyizs and Navilyst. The
unaudited pro forma consolidated results are neésearily indicative of what our consolidated resaf operations actually would have been
if the acquisition was completed on June 1, 20H& dnaudited pro forma consolidated net income gmilgnreflects adjustments of:

(i) exclusion of $17.6 million of transaction cosisd restructuring charges for both AngioDynamiud Havilyst for the year ended
May 31, 2012, which are directly attributable te transaction and inclusion of these charges y#ar ended May 31, 201
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(i) inclusion of $3.8 million of inventory st-up directly related to the transaction for the yeaded May 31, 201:

(iii) inclusion of $4.7 million of interest expensssociated with the $150 million credit facilitysaciated with the transaction for the
years ended May 31, 2012 and 2011,

(iv) tax effecting the unaudited pro forma consolidatetincome and adjustments for the years ended3@a2012 and 201.

Investment in Microsulis Medical Ltd

On March 22, 2012, we established a strategicioelstiip with Microsulis Medical Ltd., a U.K.-basedmpany specializing in the
minimally-invasive, microwave ablation technology the coagulation of soft tissue which has systienmsore than 80 hospitals worldwide.

The relationship includes a $5 million investmenMicrosulis through the purchase of senior preféstock, representing a 14.3%
ownership position, exclusive distribution rightsmharket and sell their microwave ablation systemal markets outside the United States
from May 2012 through December 2013, and an exaugption to purchase at any time until SeptemBe2213, substantially all of the
global assets of Microsulis Medical, Ltd. This eeen accounted for as a cost method investment$J neillion investment is included in
intangible assets and other non-current assetseobalance sheet at May 31, 2012. Fees relatduistaransaction of approximately $604
thousand are included in “Acquisition and othemite net” in the statement of operations for fix@l2.

NOTE D—MARKETABLE SECURITIES AND INVESTMENTS
Marketable securities as of May 31, 2012 consisfate following:

Gross Gross
Amortized Unrealized Unrealized
Fair
cost Gains Losses Value
(in thousands)
Available-for-sales securitie
U.S. government agency obligatic $ 7,73¢ $ 5 $ (45 $ 7,69¢
Corporate bond securitit 6,51¢ 10 (155) 6,371
$14,25¢ $ 15 $ (200 $14,07(
Marketable securities as of May 31, 2011 consisfate following:
Gross Gross
Amortized Unrealized Unrealized
Fair
cost Gains Losses _Value
(in thousands)
Available-for-sales securitie
U.S. government agency obligatic $39,44! $ 36 $ (77 $39,40:
Corporate bond securitit 46,19¢ 33 (75) 46,15¢
$85,64:. $ 69 $ (152) $85,55¢
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The amortized cost and fair value of marketableisées at May 31, 2012, by contractual maturityg shown below. Expected

maturities will differ from contractual maturitiégcause borrowers may have the right to call gugyre@bligations with or without call or
prepayment penalties.

Amortized
Fair
cost Value
(in thousands)
As of May 31, 2012

Due in one year or le: $ 4,10( $ 3,95¢
Due after one through five yee 8,30¢ 8,261
Due after five through twenty yee 1,85( 1,85(

$14,25¢ $14,07(

NOTE E—INVENTORIES
Inventories consist of the following:

May 31, May 31,
2012 2011
(in thousands)
Raw materials $18,98¢ $10,87(
Work in proces: 9,50¢ 2,671
Finished good 27,33t 14,57¢
Inventories $55,82¢ $28,12¢
NOTE F—PREPAID EXPENSES AND OTHER
Prepaid expenses and other consist of the following
May 31, May 31,
_2012 _2011
(in thousands)

Income and other taxt $3,20¢ $ 60t
Deposits 3,18 1,80t
Trade show: 66C 565
Software license 407 161
Licensee fee 364 —
Insurance 34z 57¢€
Rent 107 89
Interest receivabl 10C 174
Other 1,45z 70C
Total $9,82¢ $4,67¢

86



Table of Contents

AngioDynamics, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2012 and May 31, 2011

NOTE G—PROPERTY, PLANT AND EQUIPMENT, AT COST
Property, plant and equipment are summarized &sifsi

Estimated May 31, May 31,
useful lives 2012 2011
(in thousands)
Building and building improvemen 39 years $ 29,74 $ 14,92!
Machinery and equipme 3 to 8 year 27,61¢ 17,31¢
Computer software and equipmt 3to 5 year 16,50: 10,31¢
Construction in progres 3,454 84¢
77,31¢ 43,41(
Less accumulated depreciation and
amortizatior (22,430 (20,050
54,88¢ 23,36(
Land and land improvemer 1,02¢ 444
$ 55,91¢ $ 23,80

Depreciation expense for fiscal 2012, 2011 and 2¢49€ $3,631,000, $3,345,000 and $2,996,000, rasphct

NOTE H—GOODWILL AND INTANGIBLE ASSETS

Intangible assets other than goodwill are amortest their estimated useful lives, which rangeveein one and 11 years, on either a
straight-line basis over the expected period okfienr as revenues are earned from the salesakthted products. We periodically review
the estimated useful lives of our intangible asaatsreview such assets for impairment whenevartev@ changes in circumstances indicate
that the carrying value of the assets may not beverable. Our determination of impairment is baseestimates of future cash flows. If an
intangible asset is considered to be impairedatheunt of the impairment will equal the excesshef¢arrying value over the fair value of the
asset.

Goodwill and intangible assets that have indefingeful lives are not amortized, but rather, aséet for impairment annually or more
frequently if impairment indicators arise. We hawe intangible asset which has been assigned efinitd life, the NAMIC trademark,
which was recently acquired as part of our acqarisiof Navilyst, and is valued at $28.6 million. @twill represents the excess of the
purchase price over the fair value of the net talegand identifiable intangible assets acquire€aich business combination. Goodwill and
intangible assets have been recorded at eitherrgttor allocated cost. Allocated costs were basetspective fair market values at the date
of acquisition.

We test goodwill for impairment during the thirdagter of every fiscal year, and when an event acoucircumstances change such
that it is reasonably possible that impairmenttexifhe impairment test requires a comparison@kstimated fair value of the reporting unit
to which the goodwill is assigned to the sum ofdheying value of the assets and liabilities aftthnit. If the sum of the carrying value of
assets and liabilities of a reporting unit excetbasfair value of the reporting unit, the carrywajue of the reporting ung’goodwill is reduce
to its implied fair value through an adjustmenttte goodwill balance, resulting in an impairmerarge. Our determination of impairment is
based on estimates of future cash flows.
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Prior to fiscal 2011, we reported our results ofrgpions as three reportable segments: Periphasdwar, Access and
Oncology/Surgery. At the beginning of fiscal 20 combined our Peripheral Vascular and Accesstaiple segments into a single
reportable segment that was named the VasculaialiviThe Vascular segment is responsible for prtesdiargeting the venous intervention,
dialysis access, thrombus management and periptiseglse markets and has dedicated research agldgieent and sales and marketing
personnel assigned to it. The Oncology/Surgery segicontinues to be responsible for RF Ablationbelaation, Habib and NanoKnife
product lines and has dedicated research and geweltt and sales and marketing personnel assigried to

To determine fair value, we considered two markaeteldl approaches and an income approach. Undeatiketabased approaches, we
utilized information regarding our own as well asficly available industry information to determiearnings multiples and sales multiples.
Under the income approach, we determined fair vaased on estimated future cash flows of each tiegaunit, discounted by an estimated
weighted-average cost of capital, which reflecesdlierall level of inherent risk of a reporting tuaind the rate of return an outside investor
would expect to earn. We determined the discoucasti flow as the best indicator to determine falug.

Determining the fair value of a reporting unitisigmental in nature and requires the use of sigmifi estimates and assumptions,
including revenue growth rates, operating margiis;ount rates and future market conditions, anathgrs. Solely for purposes of
establishing inputs for the fair value calculatiows assumed that the current economic conditianddvcontinue. In addition, we applied
gross margin assumptions consistent with our hcgbtrends at various revenue levels and usedBdmBA exit multiple of 6.0 and 7.0 to
calculate the terminal value of the Vascular anddwygy/Surgery reporting units, respectively, whicas also consistent with the prior year.
In addition, we used a discount rate of 12% and 2 @alculate the fair value of our Vascular and@agy/Surgery reporting units,
respectively. Discount rates of 18% and 20%, weezlun the prior year for the Vascular and Oncol8gygery reporting units, respectively.

We completed our annual goodwill impairment testédyyorting unit as of December 31, 2011. At Decan®ie 2011, our reporting
units were the same as our reportable segmentsléféemined our reporting units in accordance wAISB accounting guidance. Our
assessment of goodwill impairment indicated thatfttir value of each of our reporting units excekitie carrying value and therefore
goodwill in each of the reporting units was not airpd. The fair value of Vascular and Oncology/®uygexceeded its carrying value by 6%
and 15%, respectively. The sum of the fair valudeh® reporting units was reconciled to our curnmatket capitalization (based upon our
stock price) plus an estimated control premiumpgfraximately 16% as of December 31, 2011.

In addition, as a result of the decision not teeagtthe LC Beads distribution contract in April 2QWwhich was set to expire on
December 31, 2011) and our revised expectatiottseofegment, we performed an interim goodwill impaint test on the Oncology/Surgery
segment as of April 30, 2011. Significant assumm&imcluded an EBITDA exit multiple of 7.0 to calate the terminal value of the
Oncology/Surgery reporting unit, which was consisteith previous valuations. In addition, we usediscount rate 22.5% to calculate the
fair value compared to 20% in the December valmatiaur assessment of goodwill impairment indicdked the fair value of the reporting
unit exceeded its carrying value by 14% and theeefmodwill was not impaired.

Since early November 2008, our stock market capéttibn has at times been lower than our sharehsildguity or book value.
However, our reporting units have continued to gateesignificant cash flow from their operationsdave expect that they will continue to
so in fiscal 2012 and beyond. Furthermore, given th
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relatively small difference between our stock pacel our book value per share, we believe thaasoreable potential buyer would offer a
control premium for our business that would adeglyatover the difference between our trading pramed our book value.

Even though we determined that there was no gobohaplairment as of December 31, 2011, the futuaence of a potential
indicator of impairment, such as a significant adeechange in legal factors or business climategdaerse action or assessment by a
regulator, unanticipated competition, a materigatie change in relationships with significanttonsers, strategic decisions made in
response to economic or competitive conditions tifkey personnel or a more-likely-than-not expgeh that a reporting unit or a
significant portion of a reporting unit will be sbbr disposed of, would require an interim assessiioe some or all of the reporting units
prior to the next required annual assessment Beoémber 31, 2012.

It is not possible at this time to determine if augeh future impairment charge would result ott, dfoes, whether such charge would be
material. Events that could, in the future, reguitnpairment include, but are not limited to, ghlgrdeclining sales for a significant product
in a significant geographic region.

Adjustments to goodwill for the fiscal year endedyvB1, 2012 and May 31, 2011 are as follows (iusands):

Oncology:
Vascular Surgery Total
Balance, May 31, 2010 $107,98: $53,99: $161,97-
Adjustments to purchase price allocat (15) (8) (23
Balance, May 31, 201 $107,96° $53,98¢ $161,95:
Gooduwill recognized from Navilyst business combhio@ 146,96: — 146,96:
Balance, May 31, 201 $254,92¢ $53,98¢ $308,91:

During the fiscal year ended May 31, 2011, optiassumed in connection with the acquisition of RIW&dical Systems, Inc. were
exercised causing an adjustment to the purchase allbcation as noted above. The exercises résulte tax benefit when the annual tax
return was filed.

The balances of intangible assets are as follows:

May 31, 2012

Gross carrying Accumulated Net carrying Weighted av¢

value amortization value useful life
(in thousands) (years)

Licenses $ 6,152 $ (3,71) $ 2,441 9.1
Customer relationshiy 82,20t (22,127 60,08: 11.7
Distributor relationship 1,14C (940 20C 2.€
Trademarks 4,57¢ (375 4,20( 7.3
Trademar—NAMIC 28,60( — 28,60( Indefinite
Product technologie 55,54( (18,839 36,70: 11.c
In process R&D Acquire 15,04: — 15,04: Indefinite

$ 193,25: $ (45,989 $ 147,26¢
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May 31, 2011
Gross carrying Accumulated Net carrying Weighted avc¢
value amortization value useful life
(in thousands) (years)

Licenses $ 6,252 $ (3,005 $ 3,247 9.1
Customer relationshiy 32,98 (17,507 15,47¢ 7.5
Distributor relationship 90C (900) — 3.C
Trademarks 67t (275) 40C 9.2
Product technologie 49,45: (20,549 28,91 13.2

$ 90,26 $ (42,229 $ 48,03

Amortization expense was $9,406,000, $9,234,000 $963,000 for fiscal 2012, 2011 and 2010, rebpelg.

During the fiscal year ended May 31, 2011, we ntadalecision to not continue development of the tded.ightport technology
resulting in an impairment charge in other non-reng items of $4.2 million which affected our Vasar intangible balance.

Annual amortization of these intangible assetxpeeted to approximate the following amounts farheaf the next five fiscal years (in
thousands):

2013 $16,81¢
2014 14,301
2015 12,331
2016 11,15
2017 10,50!

NOTE I—INCOME TAXES
The components of income (loss) before income taxigion for the years ended May 31 are as follows:

2012 2011 2010
(in thousands)

(Loss) income before tax provisic

us $(5,157) $10,07¢ $20,33(
Non-US (131) 622 (711)
$(5,282) $10,60¢ $19,61¢

Income tax (benefit) provision analyzed by categamg by statement of income classification forythars ended May 31 is summarized
as follows:

2012 2011 2010
(in thousands)
Current
Federal $ 44¢ $ 3,03( $ 91¢g
State and loce (29 328 45€
Non U.S. 18 142 91
447 3,49t 1,46¢
Deferred (635 (919 5,84z
$ (18¢) $ 2,581 $7,30%
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The significant components of deferred income bnéfit) expense from operations for the years @mndiay 31 consist of the
following:

2012 2011 2010
(in thousands)

Deferred tax benef $(1,727) $(4,092) $(1,602)

Net operating loss carryforwa 1,087 3,17¢ 7,444

$ (635 $ (919 $ 5,847

Temporary differences that give rise to deferredatssets and liabilities are summarized as follows:

May 31, 201: May 31, 201:
(in thousands)

Deferred tax asse

Net operating loss carryforwa $ 45,70] $ 12,29
Stocl-based compensatic 5,394 4,83¢
Federal and state R&D tax credit carryforw 62¢ 77t
Inventories 95 734
State tax credit 1,92¢ 791
Expenses incurred not currently deduct 1,78C 364
Impairment of lon-lived asset: — 97€
Capital loss carryforwarc 371 162
Unrealized loss on interest rate sv — 121
Deferred revenu 1,25¢ 111
Other — 26C
Gross deferred tax as¢ 57,161 21,42¢
Deferred tax liabilities

Excess tax over book depreciation and amortize 11,82( 11,63¢

Impairment of lon-lived asset: 24 —
11,84 11,63¢
Valuation Allowance (1,196 (1,139
Net deferred tax ass $ 44,121 $ 8,65¢

At May 31, 2012, we had approximately $159.6 millif remaining Federal net operating loss carryéods and $201.0 million of ste
net operating loss carryforwards (“NOL") which wayenerated by acquired companies. These net apgtatises are subject to Internal
Revenue Code (“IRC”) Section 382 limitations whistexpected to significantly limit our ability tdilize these net operating losses on an
annual basis. As a result of our IRC Section 38yaes, it is estimated that approximately $28.[Baniof remaining Federal net operating
losses and $48.4 million of state net operatingdeswill expire prior to utilization. The gross eéetd income tax asset (‘DTA”) related to the
NOL reflects these limitation:

In order to ensure the realizability of our defdrtax assets, we need to generate $8.3 millioaxatile income each year for the next
seven years, then $7.7 million of taxable incomehgeear for the following four years and finallyg.$ million of taxable income each year
the final eight years of the remaining nineteerr yaaryforward period. If we are unable to meestheinimum taxable income levels, the
deferred tax assets may still be utilized in futyears if we can make up previous year taxablenmecshort falls prior to the expiration of net
operating loss carryforwards. We have determinatiite have sufficient existing levels of pre-taxnéags to generate sufficient taxable
income to realize the net deferred tax assets dedoon our balance sheets.
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In order to support the realizability of our nefeteed tax asset, we projected our parincome utilizing a combination of historicalc
projected results. Utilizing this projected pre-tagome, we have projected taxable income takibhg donsideration existing levels of
permanent differences including stock option exsercdeductions and non-deductible expenses anévkesal of significant temporary
differences.

Our Federal net operating loss carryforwards ddayf 31, 2012 after considering IRC Section 382 t#atidons are $131.3 million. The
expiration of the Federal net operating loss camyérds are as follows: $20.8 million between 2@hd 2021, $9.9 million between 2022 :
2026 and $100.6 million between 2027 and 2031.

Our state net operating loss carryforwards as of 8 2012 after considering remaining IRC Sec888 limitations are $152.6 millic
which expire in various years from 2013 to 2031.

At May 31, 2012, we had $3.9 million of state ctedof which $1.2 million expire at various datbeough 2027 and $2.7 million which
have an unlimited carryforward period.

At May 31, 2012, we had a net deferred income &metof $44.1 million, after recording a valuat@lowance of $1.2 million. The
valuation allowance increased by $62,000 in 20XPdetreased by $28,000 in 2011. Both years’ charedate to the use of fully reserved
state tax credits due to a temporary change ia &atlaw offset by capital losses incurred in egedyr which were fully reserved. The
valuation allowance recorded against the defear@ssets relates to state tax credits, capits¢toand state NOLs that management has
estimated will more likely than not expire befoney are expected to be utilized.

Our consolidated income tax provision has diffdredh the amount that would be provided by applyting U.S. Federal statutory
income tax rate to our income before income tageshie following reasons:

2012 2011 2010
(in thousands)

Income tax (benefit) provisio $ (18¢)  $2,581 $7,30i
Effect of Graduated tax rat (53 107 19¢
State income taxes, net of Federal tax be (15¢) 99 (157)
State income tax credits, net of Federal tax be 69 30C —
Impact of Non US operatior (46) 65 (239)
Tax-exempt interes 4 5 15
Research and development tax cr 11¢& 54¢ 22¢
Domestic Production Activities deducti 71 471 13¢
Nondeductible acquisition cos (1,149 — —
Nondeductible sto-based compensatic (125) (119 (239)
Other nondeductible expens (33¢€) (323) (4098
Overaccrual (underaccrual) of prior year Federdl state taxe 13¢ 49 41
Fully reserved capital loss (20¢) (19 (26)
Other 12 (22) —

Income tax (benefit) provision at statutory taeraf 35% $(1,849) $3,744 $6,861
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During the twelve months ended May 31, 2012, wendidrecognize any tax liabilities related to unaigrtax positions. Due to our
unrecognized tax benefit being zero upon adoptictin no change since adoption, no “tabular recaetadn” of the total amount of
unrecognized tax benefits at the beginning andadrtide period is being presented.

We recognize interest and penalties related tocoigreized tax benefits within our global operatiassa component of income tax
expense. This accounting policy did not changer@sat of the guidance issued with respect to daitetax positions. There were no accr
interest and penalties recognized in the cons@dlbtlance sheet as of May 31, 2012 and May 31.,.201

We file income tax returns in the U.S. federalgdittion and various state and foreign jurisdictidm the normal course of business we
are subject to examination by taxing authoritiesuighout the world. The Internal Revenue Servit®$") completed an examination of our
federal income tax returns for fiscal years 2006 2007 in February 2009 which did not result inaernial impact on our results of
operations or financial position. During fiscal y@812, New York State completed an examinatioausfNew York State Franchise Tax
returns for fiscal years 2005 to 2008. In relatiothis examination, income tax expense in fis€dlRincludes an out-of-period benefit of
$300,000 to correct an error that originated iopyiears related to certain state tax credits. ¥éessed the impact of this adjustment on the
2011year and all prior periods and determinedtti@tumulative effect of the adjustments was ndenl to the full year 2011 and did not
result in a material misstatement to any previoiggyed annual or quarterly financial statementsli#onally, as a result of the audit, we
were able to claim state tax credits of $210,0@0 #ne recorded in fiscal year 2012.

Fiscal years 2009 through 2012 remain open to enaion by the various tax authorities. We analyfilay positions in all of the
Federal and state jurisdictions where we are reduw file income taxes, as well as all open tearyén these jurisdictions and believe thai
income tax filing positions and deductions will fiestained on audit and we do not anticipate anysadgents will result in a material adverse
effect on our financial condition, results of ogéras or cash flows.

We do not anticipate that the amount of unrecoghtag benefits will significantly change in the héxelve months.

NOTE J—PREPAID ROYALTIES

On August 13, 2007, we entered into a Distributdanufacturing and Purchase Option Agreement (Abeeement”) with a company
to acquire the exclusive worldwide rights to mautiige and distribute a split tip catheter for thedysbis market we have named Centros
which included the option to purchase certain lattlal property associated with these producteerfuture. Under this Agreement, we paid
royalties on net sales of the products coveretddeéngreement. In accordance with the Agreemengpnepaid $3.0 million of royalties based
upon the achievement of certain milestones. At Bhy2011, based on lower than anticipated salestsesve reduced the prepaid royaltie:
net realizable value which resulted in an impairtess of $2.3 million recorded in “Acquisition anther items, net” in our fiscal 2011
statement of operations. The remaining balanc&88$housand was included in the caption “PrepaigaRies” on the balance sheet as of
May 31, 2011, to be credited against future quigrteralties due. In August 2011, we sold both tidrggible and intangible assets associated
with the Centros product, resulting in a gain o®@$2housand that is included in “Acquisition antestitems, net” in the statement of
operations for the year ended May 31, 2012 anelih@nation of all related “Prepaid Royalties” dretbalance sheet as of May 31, 2012. We
have entered into various other agreements thatregtjroyalty prepayments and these are reportédregpaid Royalties” on the May 31,
2012 balance sheet.
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NOTE K—ACCRUED LIABILITIES
Accrued liabilities consist of the following:

May 31, May 31,
2012 2011
(in thousands)

Payroll and related expens $ 7,761 $ 6,427
Deferred revenu 3,13¢ 17¢
Royalties 2,25¢ 1,562
Sales and franchise tax 1,09z 93C
Fair value of interest rate sw — 1,02¢
Other 4,477 3,71¢
Total $18,72: $13,84:

NOTE L—LONG-TERM DEBT
Bank Credit Agreement

In connection with the Navilyst acquisition, we exetd into a Credit Agreement with a bank which pted for a $150 million senior
secured term loan facility and a $50 million sersiecured revolving credit facility. The $150 mitliin proceeds from the term loan were L
to finance a portion of the consideration for thquasition. The proceeds of the revolving facilihay be used for general corporate purposes
in the future, but were not utilized as of May 2012. Both facilities have five year maturities ellerm facility has a quarterly repayment
schedule equal to 5%, 5%, 15%, 25% and 50% ofiitipal amount in years one through five. The d@ragreement contained certain
financial covenants relating to fixed charge cogerand leverage, as defined, with which we wemmpliance. Amounts borrowed under
the Credit Agreement were collateralized by all assets. Interest on both the term loan and tta@vieg loan will be based on a base rate or
Eurodollar rate plus and applicable margin withr@@ses as our total leverage ratio increases, @hdhe base rate and Eurodollar dollar rate
have ranges of 1.0% to 1.75% and 2.0% to 2.75%eo¢isely. In the event of default, the interesematay be increased by 2.0%. The
revolving facility will also carry a commitment fex 0.30% to 0.50% per year on the unused porfiamof May 31, 2012, net deferred
financing costs amounted to $2.4 million and ameréed as a component of other assets on the leatieet.

In June 2012, we entered in an interest rate syeement, with an initial notional amount of $10Dion, to limit the effect of
variability due to interest rates on the loan. Bwep Agreement, which qualifies for hedge accogntinder authoritative guidance, is a
contract to exchange floating interest rate paysétfixed interest rate payments of 3.26% ofdhéstanding balance of loan over the life of
the agreement without the exchange of the undeylgational amounts.

The Credit Agreement includes, among other stangiardsions, two financial covenants. The firstfiitial covenant requires us to
maintain, as of the end of each of our fiscal qgrarta ratio of (i) consolidated EBITDA minus colidated capital expenditures to
(i) consolidated interest expense paid or payabtash plus scheduled principal payments in raspfeéodebtedness under the Credit
Agreement of not less than 1.75 to 1.00. The sefioadcial covenant requires us to maintain, athefend of each of our fiscal quarters, a
ratio of consolidated total indebtedness to codatdéid EBITDA of not more than the applicable ratiesset forth in the Credit Agreement.
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Industrial Revenue Bonds

In September 2002, we borrowed $3,130,000 in Im@ifevenue Bonds and entered into an interestswap agreement, both of
which were repaid in May 2012.

Taxable Adjustable Rate Notes

In December 2006, we borrowed $5,000,000 in Taxusidible Rate Notes and entered into an interestveap agreement, both of
which were repaid in May 2012.

Following is a summary of long-term debt at May 3@12 (in thousands):

Bank Notes $150,00!
Less: current maturitie (7,500
Long-term debt $142 50!

At May 31, 2012, future minimum principal paymeatslong-term debt were as follows (in thousands):

2013 $ 7,50C
2014 7,50(C
2015 22,50(
2016 37,50(
Thereatftel 75,00(
$150,00(

NOTE M—RETIREMENT PLANS

We have a 401(k) plan under which eligible empleyesn defer a portion of their compensation, plwthich is matched by us.
Matching contributions were $2,043,700, $1,795,800 $706,100, in 2012, 2011 and 2010, respectitiyil December 31, 2009, we had a
profit-sharing plan under which we made discretigra@ntributions to eligible employees. Profit-shgrcontributions were $1,087,900 in
fiscal 2010. The profit sharing plan was not ireeffduring fiscal 2012 or fiscal 2011 and therefbere were no profit sharing contributions
during those years.

NOTE N—STOCKHOLDERS' EQUITY
1. Capitalization

On February 27, 2004, our Board of Directors ardRbrmer Parent, as sole stockholder, approvedim@nded and Restated
Certificate of Incorporation (the “Amended Certifte”). Under the Amended Certificate, the authatizapital stock is 50,000,000 shares,
consisting of 45,000,000 shares of common stoakyglae $.01 per share and 5,000,000 shares afnpeelf stock, par value $.01 per share.
Pursuant to the Amended Certificate, (i) each shhweting common stock, $1 par value and (ii) eslehre of non-voting common stock, $1
par value was reclassified and exchanged into 9%B@€es of issued, fully paid, nassessable common stock for a total of 9,200,08fes}
be then outstanding.
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The holders of common stock are entitled to one Yot each share held. Subject to preferencescafyidi to any outstanding shares of
preferred stock, the holders of common stock atiéleshto receive ratably dividends, if any, as n@ydeclared by the Board of Directors out
of funds legally available for dividend paymenfswe liquidate, dissolve, or wind up, the holdef€ommon stock are entitled to share rat
in all assets remaining after payment of liabiitand liquidation preferences of any outstandirageshof preferred stock. Holders of common
stock have no pre-emptive rights or rights to contheeir common stock into any other securitieserehare no redemption or sinking fund
provisions applicable to the common stock. Thetdgpreferences and privileges of the holders ofroon stock are subject to, and may be
adversely affected by, the rights of the holdershafres of any series of preferred stock that wedeaignate in the future.

Our board of directors has the authority to (iuesshe undesignated preferred stock in one or isenies, (i) determine the powers,
preferences and rights and the qualifications tétions or restrictions granted to or imposed ugaoy wholly unissued series of undesigna
preferred stock and (iii) fix the number of shacesstituting any series and the designation os#rees, without any further vote or action by
our stockholders.

Shares issued in Navilyst Acquisitic

On May 22, 2012, a portion of the acquisition agldted transaction costs of the Navilyst acquisiti@re financed through the issual
of approximately 9.5 million shares to investmantds affiliated with Avista Capital Partners, fomesvners of Navilyst, and as of May 31,
2012 they hold approximately 27% of our outstandihgres.

Share Repurchase Prograi

On October 5, 2011, our Board of Directors autteatithe repurchase of up to $20 million of our comratwock, prior to May 31, 2012.
During the fiscal year ended May 31, 2012, we paseld 142,305 shares at a cost of approximatelyri§iflian.

2. Stock Options

We have two stockased compensation plans. These plans providaddssuance of up to approximately 4.8 million skasf commol
stock.

1997 Stock Option Plan

In 1997, we adopted a Stock Option Plan (the “1BRA"). The 1997 Plan provides for the grant to &mployees of both nonqualified
stock options and incentive stock options and tonbwers of the Board of Directors and consultantsasfqualified stock options. A total of
1,497,674 shares of our common stock may be issneer the 1997 Plan pursuant to the exercise adroptAll stock options must have an
exercise price of not less than the fair marketiealf the shares on the date of grant. Optionsh&ikxercisable over a period of time to be
designated by the administrators of the 1997 Rahr{ot more than 10 years from the date of gramd) will be subject to such other terms
and conditions as the administrators may deternihe.vesting schedule is subject to the discraifosur Board of Directors. Options are
exercisable immediately upon vesting. In addit@hoptions, whether vested or not, become exdstdsa full immediately upon a change of
control, as defined under the 1997 Plan. The 198 férminated in March 2007 and as such, no fudp&ons will be granted under this
plan.
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2004 Stock and Incentive Award Plan

The 2004 Stock and Incentive Award Plan (the “2BGh”) provides for the grant of incentive optigosour employees and for the
grant of non-statutory stock options, restrictextkt stock appreciation rights, performance upigsformance shares and other incentive
awards to our employees, directors and other sepriaviders. A total of 4,750,000 shares of our emm stock have been reserved for
issuance under the 2004 Plan, of which up to 8@0sb@ares may be issued upon the exercise of ineesitick options. The compensation
committee of the Board of Directors administers2084 Plan. The committee determines vesting tamdsthe exercise price of options
granted under the 2004 Plan, but for all incensitoek options the exercise price must at leasgbealeo the fair market value of our common
stock on the date of grant. The term of an incenstock option may not exceed ten years.

On October 5, 2011, we amended the 2004 Stockrarahtive Award Plan to increase the maximum nurobshares of our common
stock with respect to which stock options may kenggd during any calendar year to one employee #0000 shares to 500,000 shares.

Stock Option Activity:
The following schedule summarizes our stock opéotivity as of and for the years ended May 31, 2042y 31, 2011 and May 31,

2010:
2012 2011 2010
Weighted
Weighted- average Weighted- Weighted-
remaining Aggregate
average contractual intrinsic average average
exercise value (in exercise exercise
Shares price life thousands Shares price Shares price
Outstanding at beginning of year 2,680,390 $ 15.9¢ 2,624,11. $ 16.22 2,809,17¢ $ 16.5(
Granted 1,434,000 $ 13.7(C 503,00 $ 15.3% 272,90 $ 13.8¢
Exercisec (193,68) $ 14.2: (106,859 $ 15.8¢  (172,37) $ 11.41
Forfeited (917,120 $ 14.2: (335,300 $ 17.9¢  (284,89) $ 19.7¢
Expired (18,389 $ 24.4¢ (4,566 $ 48.5] (699 $ 30.7¢
Outstanding at end of ye 2,985,19: $ 15.6¢ 4.1€ $23,28¢ 2,680,391 $ 15.9¢ 2,624,11. $ 16.27
Options exercisable at y«-end 1,678,55 $ 17.01 458 $1553: 1,637,94 $ 16.7¢ 1,497,000 $ 17.2¢
Options expected to vest in future
periods 1,075,47. $ 14.1¢ 57¢ $ 6,47¢ 830,55: $ 15.2¢ 1,046,04 $ 15.3C

Weighted average fair value of options grantedrduthe fiscal years ended May 31, is as follows:

2012 2011 2010
Weighted-average fair value of options grantedrduthe year $5.62 $6.8: $6.77

On May 31, 2011, there remained 1,120,734 shamitabhle for granting of options under the 2004 Pfaptions are exercisable into
common stock.
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All of our options were granted at exercise priegaal to the quoted market price of our commonks&tthe date of the grants. Options
under these grants vest 25% per year over fousyeaemployees and 100% after one year for comstslt Initial grants to directors vest
25% per year over four years and subsequent gi@nisectors vest 33 1/3 % per year over threesygaptions granted prior to May 1, 2007
expire on the tenth anniversary of the grant dafgions granted on or after May 1, 2007, expirghenseventh anniversary of the grant date.
The total intrinsic value of options exercised $2s201,516, $1,301,994 and $862,117 for the yeatscMay 31, 2012, May 31, 2011 and
May 31, 2010, respectively. We generally issue @ugld but unissued shares upon stock option eses@nd the settlement of performance
share awards and restricted stock units.

The fair value of the options granted under the71®8d 2004 Plans was estimated at the date of gsard the Black-Scholes option-
pricing model assuming no expected dividends aaddhowing weighted-average assumptions:

2012 2011 2010
Expected stock price volatility 49.06% 52.3% 57.3%
Risk-free interest rat 0.7(% 1.33% 2.08%
Expected life of option 4.59 year 4.63 year 4.64 year

The following information applies to options outsding at May 31, 2012:

Weighted-
Weighted
average Weighted-
remaining - average
average
Number life in exercise Number exercise
Range of exercise prices outstanding years price Exercisable price
$5.98 - $11.00 87,60 1.8C $ 10.0¢ 87,60 $ 10.0¢
$12.06- $12.72 233,20: 5.9¢ 12.4: 47,32¢ 12.6(
$13.18- $13.85 519,27¢ 4.94 13.3¢ 178,22¢ 13.2¢
$13.92- $14.31 480,00( 6.12 13.9¢ 22,08¢ 14.31
$14.92- $15.50 406,67" 3.9t 15.32 241,35 15.2¢
$15.57- $16.55 415,90 4.0C 16.1¢ 259,43 16.2¢
$17.18- $19.88 506,93: 2.3z 18.1¢ 506,93: 18.1¢
$20.03- $34.32 335,59( 2.6€ 23.4f 335,59( 23.4¢
2,985,19: 4.1¢€ $ 15.6¢ 1,678,55! $ 17.01

3. Performance Share and Restricted Stock Unit Adsir

We grant restricted stock units and performanceeshaards to certain employees under the 2004 Planperformance criteria is
established by the compensation committee for vgstf the performance share awards and may in¢aalers such as the achievement of
certain sales, operating income and earnings peePEPS”) goals. Performance share awards ajedtutb additional conditions, including
the recipient’s continued employment with us. Téstnicted stock unit awards vest in equal annushliments over the term of the grants.
Unvested restricted stock unit awards will be fitef@ if the recipient ceases to be employed byos)petes with our business or otherwise
engages in activities detrimental to our businedere such date. The performance share awardsatritted stock units settle in shares of
our common stock on a one-for-one basis.

We value performance share and restricted stodkawdrds based on the closing trading value okbares on the date of grant. We
recognize the compensation cost related to ourvested stock awards ratably
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over the requisite service period, or over thegraerance period when performance award metrics>qreated to be achieved, which is
consistent with the treatment prior to the adoptibauthoritative guidance on share based paynveaitds.

Non-Vested Stocl Weighted Average
Award Units Grant-Date Fair Value
Balance as of May 31, 2011 324,26 $ 14.1¢
Granted 245,11¢ 13.6¢
Cancellec (146,78 13.7i
Vested (68,709 14.5¢
Balance as of May 31, 20: 353,89! 14.12

The total fair value of restricted stock awardstieswas $928,100, $1,071,000 and $733,000, foyéaes ended May 31, 2012,
May 31, 2011 and May 31, 2010, respectively.

4. Unrecognized Compensation Cost:
Under the provisions of authoritative guidance bbare based payment awards, we expect to recodrézeltowing future expense for
awards outstanding as of May 31, 2012:

Weighted Average
Unrecognized

Compensatior Remaining Vesting

Cost Period (in years)

Stock Options $5,924,72. 2.6¢
Non-vested stock awarc 3,730,25! 2.64
$9,654,98! 2.6¢

Unrecognized compensation cost for stock optiomsaésented net of 12% assumed annual forfeitures.

5. Employee Stock Purchase Plan

The Employee Stock Purchase Plan (the “Stock Paechtan”) provides a means by which our employtes“participants”) are given
an opportunity to purchase our common stock thrqaaghroll deductions. The maximum number of shawdset offered under the Stock
Purchase Plan is 700,000 shares of our common,stabject to any increase authorized by the BoaRirectors. Shares are offered through
two purchase periods, each with duration of appnaxély 6 months, commencing on the first busin@gsad the first and third fiscal quarte
An employee is eligible to participate in an offgyiperiod if, on the first day of an offering peatjde or she has been employed in a full-time
capacity for at least six months, with a customaoyking schedule of 20 or more hours per week anterthan five months in a calendar
year. Employees who own stock possessing 5% or ofdhee total combined voting power or value ofdésses of our stock are not eligi
to participate in the Stock Purchase Plan. Thehlase price of the shares of common stock acquinezhoh purchase date will be the lowe
(i) 85% of the fair market value of a share of commstock on the first day of the offering periodigr85% of the fair market value of a sh
of common stock on the last day of the purchasegesubject to adjustments made by the Board oédddrs. The Stock Purchase Plan is
intended to qualify as an “employee stock purchmae” within the meaning of Section 423 of the i Revenue Code.

We use the Black-Scholes option-pricing model touwdate the purchase date fair value of the shiased under the Stock Purchase
Plan and recognize expense related to shares pathatably over the offering period.
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For the years ended May 31, 2012, May 31, 2011Menl 31, 2010, 103,362, 84,927 and 114,479 shaespectively, were issued at an

average price of $11.62, $13.01 and $10.09, relspéctunder the Stock Purchase Plan. As of May2B1,2, 181,716 shares remained
available for future purchases under the Stock s Plan.

For fiscal 2012, stock based compensation was@illibn pre-tax ($2.7 million after tax). For fisk2011, stock based compensation
was $4.6 million pre-tax ($2.9 million after ta¥or fiscal 2010, stock based compensation wasi$#li®n pre-tax ($3.1 million after tax).

The following table summarizes stock-based comp@rsa accordance with authoritative guidance loare based payment awards for
the years ended May 31, 2012, May 31, 2011 and 31ap010, which was allocated as follows:

May 31, 201; May 31, 201 May 31, 201(
(In thousands)

Cost of sale: $ 26¢€ $ 227 $ 46E

Research and developmt 73€ 702 80¢

Sales and marketir 1,34( 1,43¢ 1,82¢

General and administratiy 1,744 2,241 1,77¢
Stock based compensation expense include

operating expenst 3,822 4,38 4,411

Total stock based compensat 4,09( 4,60¢ 4,87¢

Tax benefit 1,38¢ 1,67 1,78¢

Stock based compensation expense, net ¢ $  2,70¢ $ 2,93 $ 3,08

NOTE O—COMMITMENTS AND CONTINGENCIES
Leases

We are committed under non-cancelable operatirgeketor facilities and equipment. During fiscal 202011 and 2010, aggregate
rental costs under all operating leases were appedgly $3,114,000, $3,074,000, and $2,583,00@ews/ely. Future annual payments
under non-cancelable operating leases in the agtgregf which one includes an escalation clausth, witial remaining terms of more than
one year at May 31, 2012, are summarized as fol[awthousands):

2013 $ 2,40¢
2014 2,04¢
2015 1,90¢
2016 1,37:
2017 + 3,57¢

$11,31
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Litigation Matters
AngioDynamics v. biolitet

On January 2, 2008, we commenced an action in tited)States District Court for the Northern Disttrof New York entitled
AngioDynamics, Inc. v. biolitec, Incln this action, we are seeking judgment agaiiditéc for defense and indemnification in two lats
which we previously settled. Our claims arise dut Gupply and Distribution Agreement (“SDA”) ergdrinto with biolitec on April 1, 2002.
Biolitec has filed counter-claims against us irsthction, seeking reimbursement of approximatel$ $iillion in alleged past defense costs
paid by biolitec in one of the settled cases. Opt&aber 27, 2011, the U.S. District Court for thertNern District of New York granted key
portions of our motion for summary judgment in tegal case against biolitec. The Court’s order filtad under seal. As of this date, the
order has not yet been entered as a judgment anefohe does not contain specified amounts withaetsto damages, and there can be no
assurance that we will recover the full amount&mmy amount, of the damages we have sought agaglise®. The Court also dismissed
biolitec’s counterclaims against us. The court ddrdne portion of our summary judgment motion, Wtgought to recover additional costs
from biolitec, leaving this for adjudication atati

In October 2009, we commenced an action in theddriitates District Court for the District of Madsasetts entitled AngioDynamics,
Inc. v. biolitec AG and Wolfgang Neubergefhe Complaint in this action was amended in M&@h0. This action seeks to recover against
biolitec, Inc.’s parent entities and CEO for tousty interfering with biolitec, Incs contractual obligation to defend and indemnifyarsl als
seeks to pierce the corporate veil of biolitec, bned to invalidate certain alleged fraudulentdfars in order to hold biolitec, Inc.’s parent
entities jointly and severally liable for the alkefjbreach of the SDA. This case is currently indiseovery phase.

We will continue to vigorously enforce our rightsder the supply agreement with biolitec. Howewvethie event it is ultimately
determined that the claims asserted in the Dionsédraand the VNUS action are not within biolite@islemnification obligations under the
biolitec supply agreement, we may be required itolvarse biolitec for the costs and expenses ofrdiifig) the Diomed action.

Navilyst Medical, Inc. v. Merit Medical Systems,dn

On November 18, 2011, Navilyst Medical, Inc. filgdit for patent infringement against Merit Medi&gistems, Inc. in the United States
District Court, District of Massachusetts allegihgt Merit infringes certain patents held by NasilyOn March 1, 2012, Navilyst filed an
amended complaint alleging that Merit also infrisg@other patent. The patents in suit generaliteeb Navilyst's fluid management
systems. Merit denies Navilyst’s claims of infrimgent, and asserts various affirmative defensesit Mas also asserted a counterclaim for
declaratory judgment of non-infringement and indii. Navilyst seeks a permanent injunction, monetlamages and its costs. The parties
are presently in the midst of discovery. No triatelhas yet been set.

C.R. Bard, Inc. v. AngioDynamics, Inc.

On January 11, 2012, C.R. Bard, Inc. filed a suthe United States District Court of Utah claimowggtain of our implantable port
products infringe on patents held by them. Bargkisking unspecified damages and other relief. Tdiatf is also seeking to consolidate t
action with separate actions it filed on the sam@g ajainst Medical Components, Inc. and Smiths MgdSD, Inc. relating to implantable
port products. We believe these claims are witheertit and intend to defend them vigorously. We haverecorded an expense related to the
outcome of this litigation because it is not yesgible to determine if a potential loss is probatdereasonably estimable.
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Cirrex Systems LLC v. AngioDynamics, Inc.

On May 21, 2012, Cirrex Systems LLC filed a suithe United States District Court of Georgia claighthat certain of our endovenous
ablation products infringe on patents held by th€mrex is seeking unspecified damages and otlief.réVe believe these claims are without
merit and intend to defend them vigorously. We haserecorded an expense related to the outcortteésolitigation because it is not yet
possible to determine if a potential loss is prdéaior reasonably estimable.

Joseph Pierre v. AngioDynamics, Inc.

In July 2011, a former employee dual-filed a cormmlaith the New York State Division of Human Rigtdand the Equal Employment
Opportunity Commission, entitled Joseph Pierre ngidDynamics, Inc. In this action, the former enyge is alleging discrimination due to
his status as an Africafimerican, in light of him being reassigned to amotproject. At the conclusion of its investigatidime Division issue
a finding of “no probable cause” on January 6, 284@& dismissed the complaint. The complainant dicappeal the decision to preserve his
New York Human Rights Law claims. On February 2212, the Equal Employment Opportunity Commissicués its determinatic
adopting the decision of the Division and dismigdime charge. The complainant filed a federal cmhowing the EEOC’s decision in the
United States District Court for the Northern Dittof New York on May 21, 2012. This complaint neakhe same allegations of
discrimination, and alleges causes of action uiidté VII of the Civil Rights Act and 42 U.S.C. 198We believe these claims are without
merit and intend to defend them vigorously. We hawerecorded an expense related to the outcorttesolitigation because it is not yet
possible to determine if a potential loss is prééaior reasonably estimable.

Cardinal Health v. Navilyst Medical, Inc.

On December 21, 2011, Cardinal Health Canada 2@4(Cardinal Health) filed a demand for arbitratfmursuant to the terms of the
International Distributorship Agreement enterea ias of November 1, 2008 between Navilyst and @aftdiealth. Cardinal Health claims
that it is entitled to damages based on Navilydt'sision to terminate the International Distribstop Agreement. The parties have entered
into a written stipulation to stay the proceedingthis matter pending the outcome of a relategdtton brought by Cardinal health against
three our current employees (all of whom are foremaployees of Cardinal Health) in the Ontario SigweZourt of Justice (Cardinal Health
Canada, Inc. vs. Alexander, Sohi & Campbell, SupeCiourt of Justice, Ontario, Canada, No. CV-1140(the Ontario Litigation). If this
matter proceeds following the stay, we intend toyde allegations contained in the demand fortiatidn and to advance counterclaims
against Cardinal Health. Navilyst entered intoiatjdefense agreement with the defendants in thar@rLitigation, pursuant to which
Navilyst agreed, subject to certain conditionanttemnify the defendants for all legal fees relgtio the Ontario Litigation as well as a
damages or cost awards arising out of the Ontatigdtion. While we intend to vigorously defend ags these actions, each of these cases is
in the preliminary states and, as result, the @teéroutcome of these cases and their potentiaidiabimpact are not determinable at this ti

We are party to other legal actions that arisééndrdinary course of business. We believe thatiahility resulting from any currently
pending litigation will not, individually or in thaggregate, have a material adverse effect onuminéss or financial condition, results of
operations or cash flow.

Future Purchase Obligations

On October 17, 2005, we entered into a Supply asttibution Rights Agreement (the “Agreement”) wBliioniche Pharma Group
Limited (“Bioniche”). We were appointed the exchsidistributor in the Field, as
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defined in the Agreement, in the United StatesiohBhe’s sodium tetradecyl sulfate product in camteations of 1% and 3%, brand name
“Sotradecol” (“Product”). Sotradecol is indicatedthe treatment of small uncomplicated varicoseveif the lower extremities that show
simple dilation with competent valves. The Agreetmeas amended and restated during fiscal 2010 gpides on June 30, 2012 with
automatic renewals for up to three years. Futuligations under the agreement are as follows:

» We agreed to purchase a minimum of 160,000 uniirofluct per year (or a quantity to be negotiatadhgear). We met our
purchase commitment for the year ended June 3@. Fiilure to make certain minimum annual purchasesy two consecutive
contract years, unless cured as provided in thedwment, may result in a loss of exclusive rightdeurthe Agreemen

We have also entered into other commitments farréutminimum inventory purchases related to sevaa products. Total future
purchase obligations for fiscal years ending MayBd as follows: $6.0 million in 2013, $5.7 milliam2014, $1.9 million in 2015 and $0.9
million in 2016.

NOTE P—SEGMENTS AND GEOGRAPHIC INFORMATION
Segment informatior

Prior to fiscal 2011, we reported our results oérgpions as three reportable segments: Periphasdwar, Access and
Oncology/Surgery. At the beginning of fiscal 20 combined our Peripheral Vascular and Accesstaiple segments into a single
reportable segment that was named the VasculaialiviThe Vascular segment is responsible for prtsdiargeting the fluid management,
venous intervention, dialysis access, thrombus gemant and peripheral disease markets and hasatidli@search and development and
sales and marketing personnel assigned to it. TTe®IOgy /Surgery segment continues to be respanfiblRF Ablation, embolization, Hat
and NanoKnife product lines and has dedicated rekemd development and sales and marketing pezbansigned to it.
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Selected information by reportable segment is prteskin the following tables (in thousands):

As a Percentage of Net Sales

Year Ended Year Ended
May 31, May 31, May 31,
May 31, May 31, May 31,
2012 2011 2010 2009 2011 2010
Net sales
Vascular $159,05 $149,52: $159,15:
Oncology/Surgen 62,73( 66,22¢ 56,88¢
Total $221,78 $215,75( $216,03!
Gross profit
Vascular $ 85,03" $ 82,37( $ 90,67¢ 53.5% 55.1% 57.(%
Oncology/Surgen 40,92 43,33: 36,29 65.2% 65.4% 63.6%
Total $125,95¢ $125,70: $126,96! 56.£% 58.2% 58.£%
Operating (loss) incom
Vascular $ 12,93( $ 14,23« $ 20,59 8.1% 9.5% 12.9%
Oncology/Surgen 272 4,13¢ 27¢ 0.4% 6.2% 0.5%
Acquisition and other items, n (16,164) (6,410 —
Total $ (2,967 $ 11,96¢ $ 20,87: -1.3% 5.5% 9.7%
Total asset
Vascular $482,41¢ $294,41° $281,60:«
Oncology/Surgen 239,35( 143,00« 142,32:
Total $721,76! $437,42: $423,92!

In accordance with authoritative guidance on dsates about segments, the internal organizatidrighesed by management for
making operating decisions and assessing perforenangsed as the source of our reportable segn@uatshief operating decision maker
evaluates performance based on the reportable segjaned utilizes net sales, gross profit and operancome as primary profitability
measures. The expenses related to certain shadezbgrorate activities are allocated to these setgran a percentage of total sales basis or
operating expense basis as deemed appropriate.

Geographic information
Total sales for geographic areas are summarizexvi@ thousands):

Year ended
May 31, May 31, May 31,
2012 2011 2010
Net Sales by Geograpl
United State: $188,18° $188,87¢ $192,93¢
International 33,60( 26,87: 23,10:
Total $221,78° $215,75( $216,03!

We market our products internationally throughracti sales force and independent distributors.ifiteenational distributors may also
distribute competitive products under certain ainstances. The international distributors also playmportant role in our clinical testing
outside of the United States. The loss of any
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AngioDynamics, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2012 and May 31, 2011
international distributor would not have a mateadlerse effect on our business if a new distrihs@les representative or other suitable :
organization could not be found on a timely bass. fiscal years 2012, 2011 and 2010, Internatisalds as a percentage of total net sales

were 15%, 12% and 11%, respectively. Sales to arycountry outside the U.S., as determined by shiiprdestination, did not comprise a
material portion of our net sales in any of the thsee fiscal years. 99% of our total assets@rated within the United States.

NOTE Q—QUARTERLY INFORMATION (unaudited)
Quarterly results of operations during 2012 and12&® as follows:

2012

First Second Third Fourth

guarter guarter quarter guarter

(in thousands, except per share data)
Net sales $54,431 $58,09¢ $51,56" $57,69(
Gross profit 32,14¢ 33,23: 29,41« 31,16¢
Net income (loss 1,372 2,32¢ (1,769 (7,02¢)
Earnings per common she
Basic 0.0t 0.0¢ (0.07) (0.27)
Diluted 0.0t 0.0¢ (0.07) (0.29)
2011
First Second Third Fourth
guarter guarter quarter guarter
(in thousands, except per share data)
Net sales $51,507 $53,37: $54,64¢ $56,22:
Gross profit 30,02( 31,53¢ 31,72 32,42
Net income (loss 1,88¢ 3,27¢ 3,811 (861)
Earnings per common she

Basic 0.0¢ 0.1< 0.1t (0.03)
Diluted 0.0¢ 0.1< 0.1t (0.03)

The data in the schedules above has been intelfisoanded to the nearest thousand and theref@retiarterly amounts may not sum
to the fiscal year to date amounts.

The fourth quarter results for fiscal 2012 included\cquisition and other items, net, $16.2 milliohexpenses primarily comprised of
$11.2 million in transaction and related costshef Wavilyst acquisition, $2.3 million in costs fBEO and executive transitions, $1.8 million
in costs associated with the decision to closeliUfacility, $600 thousand in costs related to Mierosulis arrangement and $465 thousand
related to C.R. Bard patent litigation.

The fourth quarter results for fiscal 2011 includiedother Acquisition and other items, net , $iflion in impairment charges related
to our decision to not continue development ofNtelron Lightport technology and the write down @&fros prepaid royalties due to lower
than anticipated sales.

Income tax expense recorded in the fourth quaftBscal 2011 includes an out-of-period benefit@00,000 to correct an error that
originated in prior years related to certain statecredits. We assessed the impact of this adgrgton the current year and all prior periods
and determined that the cumulative effect of thestthents was not material to the full year 201suils and did not result in a material
misstatement to any previously issued annual orteuig financial statements.
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Column A

Description

Year Ended May 31, 2010
Allowance for deferred tax ass
Allowance for sales returns and doubtful accol

Totals
Year Ended May 31, 2011

Allowance for deferred tax ass
Allowance for sales returns and doubtful acco

Totals
Year Ended May 31, 201

Allowance for deferred tax ass
Allowance for sales returns and doubtful acco

Totals

(a) Writeoffs of obsolete or expired invento

AngioDynamics, Inc.

and Subsidiaries

SCHEDULE Il -VALUATION AND QUALIFYING ACCOUNTS

Column B

Balance at
Beginning
of Period

1,171
602

1,77

1,162
55&

1,72

1,13¢
48%

1,61¢

(in thousands)

Column C Column D Column E
Additions -
Charged to
costs and Deductions- Balance at
expenses describe End of Period
25 (34) 1,16:
1,35¢ (1,399 (b) 55¢
$  1,37¢ $ (1,430 $ 1,72
27 (55) 1,13¢
4,20: (4,275 (b) 48¢
$ 4,22 $ (4,330 $  1,61¢
20¢ (14€) 1,19¢
4,85¢ (4,41)) (b) 932
$ 5,067 $  (4,55) $ 2,12¢

(b) Previously reserved sales returns and accounteewff as uncollectible
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to
be signed on its behalf by the undersigned, théoedmly authorized.

ANGIODYNAMICS, INC.

Date: August 14, 201: By: /'sl_VINCENTB uccl
Vincent Bucci,
Chairman of the Board, Director

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

Date: August 14, 201. /sl VINCENT B uccl
Vincent Bucci,
Chairman of the Board, Director

Date: August 14, 201. /s| JosepHM. D EV Ivo
Joseph M. DeVivo
Chief Executive Officer
(Principal Executive Officer)

Date: August 14, 201. /sl D. JOSEPHG ERSUK
D. Joseph Gersuk,
Executive Vice President—Chief Financial Officer,
Treasurer (Principal Financial and Chief Accounting Officer)

Date: August 14, 201: /sl WEsLEY E. JOHNSON, JR.

Wesley E. Johnson, Jr.,
Director

Date: August 14, 201. /sl HowaRDW. D ONNELLY

Howard W. Donnelly,
Director

Date: August 14, 201. /s| JEFFREYG. GoLD
Jeffrey G. Gold, Director

Date: August 14, 201. /sl DENNISS. METENY
Dennis S. Meteny,
Director

Date: August 14, 201. /sl STEVEL A PORTE
Steve LaPorte,
Director

Date: August 14, 201. /sl KEvIN G ouLD
Kevin Gould,
Director

Date: August 14, 201. /s DAvVID B URGSTAHLER
David Burgstahler,
Director

Date: August 14, 201: /s/__SRIRAM V ENKATARAMAN

Sriram Venkataraman,
Director
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2.7

2.8

3.1
3.2

4.1

EXHIBITS
Exhibits

Master Separation and Distribution Agreement, ¢iffecas of May 2004, between E-Z-EM, Inc. and Amgyaamics, Inc.
(incorporated by reference to Exhibit 10.3 of th@®any’s registration statement on Form S-1/Aedfilvith the Commission on
May 12, 2004)

Stock Purchase Agreement, dated October 12, 2Q0énd between AngioDynamics, Inc., Oncobionic, bBred the shareholders of
Oncobionic, Inc. (incorporated by reference to BkR.1 of the Company’s quarterly report on For@a@, filed with the
Commission on January 11, 200

Agreement and Plan of Merger, dated as of NoveraBe2006, by and among AngioDynamics, Inc., RoyalLlC and RITA
Medical Systems, Inc. (incorporated by referenc&nnex A of the Company’s Registration StatemenForm S-4, filed with the
Commission on December 8, 200

Amendment No. 1, dated December 7, 2006, to the&ygent and Plan of Merger, dated as of Novembe2@¥g, by and among
AngioDynamics, Inc., Royal I, LLC and RITA Medic&ystems, Inc. (incorporated by reference to Annex the Company’s
Registration Statement on Forr-4, filed with the Commission on December 8, 20

Amendment No. 2, dated January 16, 2007, to theément and Plan of Merger, dated as of Novembe2®1g, by and among
AngioDynamics, Inc., Royal I, LLC and RITA Medicgystems, Inc. (incorporated by reference to Extalitof the Company’s
current report on Form-K, filed with the Commission on January 16, 20(

Asset Purchase Agreement, dated as of April 9, 200&nd between Diomed Holdings, Inc. and Dionted,, as sellers and
AngioDynamics, Inc., as Buyer (We agree to furnsthe Commission, upon request, a copy of eactbigxb this Asset Purchase
Agreement)

Sale of the Business and Assets of Diomed Limiteédministration), dated April 10, 2008, by andvieen AngioDynamics, Inc.,
Diomed Limited (in administration) and Steve Law @ministrator) (We agree to furnish to the Consiois, upon request, a copy
of each exhibit to this Stock Purchase Agreem

Stock Purchase Agreement, dated as of January03@, By and among AngioDynamics, Inc., NM Holdingn@pany, Inc.
(“Navilyst”), the stockholders of Navilyst who arer, will be before the closing set forth on thensituire pages thereto, solely with
respect to, and as specified in, Sections 2.4 a{[y) thereof, the Optionholders who execute jeirajreements thereto, and,
solely with respect to, and as specified in, SecB® and Article Xl thereof, Avista Capital Pagta GP, LLC, in its capacity as
sellers’ representative (incorporated by refergndexhibit 2.1 of the Company’s current report arri 8-K filed with the
Commission on February 3, 201

Stockholders Agreement, dated as of May 22, 20d®ng AngioDynamics, Inc. and the stockholders eghfon the signature
pages thereto (incorporated by reference to ExBiRibf the Company’s current report on Form 8{Ediwith the Commission on
May 25, 2012)

Amended and Restated Certificate of Incorporatinoofporated by reference to Exhibit 3.1 of the @amy’s quarterly report on
Form 1(-Q, filed with the Commission on October 7, 20(

Amended and Restated By-laws (incorporated by eefiss to Exhibit 3.2 of the Company’s quarterly mepom Form 10-Q, filed
with the Commission on October 7, 20C

Rights Agreement, dated as of May 26, 2004, betwawioDynamics, Inc. and Registrar & Transfer Compaas Rights Agent
(incorporated by reference to Exhibit 99.1 of tt@any’s registration statement on Form 8-A, filath the Commission on
October 27, 2004
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4.2

4.3

4.4

4.5

10.1.1

10.1.2

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

Certificate of Designation, Preferences and RightSeries A Preferred Stock of AngioDynamics, Ificcorporated by reference
to Exhibit 3.3 of the Compar’'s current report on Forn-K, filed with the Commission on November 28, 20(

First Amendment to Rights Agreement, dated as mfidgy 30, 2012, by and between AngioDynamics, dncl Registrar and
Transfer Company, as Rights Agent (incorporatedeligrence to Exhibit 4.1 of the Company’s curreptart on Form 8-K filed
with the Commission on February 3, 201

Credit Agreement, dated as of May 22, 2012, byamndng AngioDynamics, Inc., the lenders party tleréPMorgan Chase
Bank, N.A., as administrative agent, Bank of Amayid.A. and Keybank National Association as co-#yatibn agents, and J.P.
Morgan Securities LLC, Merrill Lynch, Pierce, Fen@Smith Incorporated and Keybank National Asstioiaas joint
bookrunners and joint lead arrangers (incorporhtereference to Exhibit 10.1 of the Company’s cotmeport on Form 8-K
filed with the Commission on May 25, 201

Except as set forth in Exhibit 4.4 above, the insients defining the rights of holders of lotegm debt securities of the Comps:
and its subsidiaries have been omitted. We agr&enish to the Commission, upon request, a copgach instrument with
respect to issuances of long term debt of the Cognpad its subsidiarie

AngioDynamics, Inc. 1997 Stock Option Plan, as askeeby the Board and Shareholders on February®@#4 @ncorporated by
reference to Exhibit 10.2 of the Comp's registration statement on Fori-1, filed on March 5, 2004

AngioDynamics, Inc. 2004 Stock and Incentive AwRtdn (incorporated by reference to Exhibit 10(b)h&f Company’s current
report on Form -K, filed with the Commission on October 19, 201

AngioDynamics, Inc. Employee Stock Purchase Placofiporated by reference to Appendix A of the Comyfmdefinitive
Proxy Statement on Schedule 14A, filed with the @assion on September 3, 201

Form of Non-Statutory Stock Option Agreement purgua the AngioDynamics, Inc. Stock and Incentiweakd Plan
(incorporated by reference to Exhibit 10.1 of th@v@any’s quarterly report on Form 10-Q, filed witte Commission on
October 12, 2004

Form of Performance Share Award Agreement pursigattie AngioDynamics, Inc. 2004 Stock and Incenfiveard Plan
(incorporated by reference to Exhibit 10.2 of th@any’s current report on Form 8-K, filed with tGemmission on May 12,
2005).

Form of Restricted Stock Award Agreement pursuaithé AngioDynamics, Inc. 2004 Stock and Incenfiveard Plan
(incorporated by reference to the Comy’s current report on Forn-K, filed with the Commission on May 12, 200

Rita Medical Systems, Inc. 1994 Incentive StockRlacorporated by reference to Exhibit 10.2 ofaRMedical Systems
registration statement on Forr-1, filed with the Commission on May 3, 20(

Horizon Medical Products, Inc. 1998 Stock Incenfiten (incorporated by reference to Exhibit 10.Horizon Medical
Product’ registration statement on Forr-1, filed with the Commission on February 13, 1€

Rita Medical Systems, Inc. 2000 Stock Plan (incompexd by reference to Exhibit 10.3 of Rita MediBgbktems registration
statement on Form-1/A, filed with the Commission on June 14, 20(

Rita Medical Systems, Inc. 2000 Directors’ StocarRlas amended on June 8, 2005 (incorporated éserefe to Exhibit 99.2 of
Rita Medical Syste''s registration statement on Fort-8, filed with the Commission on July 8, 200
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10.10

10.11

10.12.1

10.12.2

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

Rita Medical Systems, Inc. 2005 Stock and Incerfikan (incorporated by reference to Exhibit 99.Rda& Medical System’s
registration statement on Forr-8, filed with the Commission on July 8, 200

Form of Indemnification Agreement of AngioDynamitss. (incorporated by reference to Exhibit 10.%hef Company’s
current report on Form-K, filed with the Commission on May 12, 200

Form of Severance Agreement of AngioDynamics, (imzorporated by reference to Exhibit 10.1 of then@®any’s current
report on form -K, filed with the Commission on October 31, 20(

Form of Severance Agreement of AngioDynamics, (imzorporated by reference to Exhibit 10.1 of then@®any’s current
report on form -K, filed with the Commission on January 8, 20(

Building Loan Agreement, dated as of August 1, 2@§2and between AngioDynamics, Inc. and Keybantidial Association
(incorporated by reference to Exhibit 10.10 of @@mpany’s registration statement on Form S-1, filétth the Commission on
March 5, 2004)

Mortgage and Security Agreement, dated as of Augug002, from Counties of Warren and Washingtatustrial
Development Agency, as Issuer, and AngioDynamius,tb Keybank National Association for the holdefshe Issuer’s
Multimode Variable Rate Industrial Development Rave Bonds (incorporated by reference to Exhibit 1@f the Company’s
registration statement on Forr-1, filed with the Commission on March 5, 200

Installment Sale Agreement, dated as of Augusf022by and between Counties of Warren and Wasbinigidustrial
Development Agency and AngioDynamics, Inc. (incogted by reference to Exhibit 10.15 of the Compamgyistration
statement on Form-1, filed with the Commission on March 5, 200

Reimbursement Agreement, dated as of August 1,,2808nd between AngioDynamics, Inc. and Keyban#kdwal
Association (incorporated by reference to Exhibitls of the Company’s registration statement om¥F8¢1, filed with the
Commission on March 5, 200¢

First Amendment to the Reimbursement Agreemengddas of December 29, 2003, by and between Angiayes, Inc. and
Keybank National Association (incorporated by refere to Exhibit 10.17 of the Company’s registrastatement on Form §-
filed with the Commission on March 5, 200

Note Purchase Agreement, dated as of Decembel0b, B9 and between AngioDynamics, Inc. and Keyl@2apital Market:
(incorporated by reference to Exhibit 10.18 of @@mpany’s Annual Report on Form 10-K, filed witke tBommission on
August 14, 2008)

Reimbursement Agreement, dated as of Decembet08, 2§ and between AngioDynamics, Inc. and Keylddational
Association (incorporated by reference to Exhibit1® of the Company’s Annual Report on Form 10ikedfwith the
Commission on August 14, 200:

Offer Letter for the Chief Executive Officer, datéanuary 19, 2009 (incorporated by reference tatiixh0.1 of the Company’
current report on Form-K, filed with the Commission on January 23, 20(

Form of Change in Control Agreement (incorporatgddierence to Exhibit 10.2 of the Company’s curmeport on Form 8-K,
filed with the Commission on May 19, 201

Non-Statutory Stock Option Agreement, by and betweagidDynamics, Inc. and Jan Keltjens, dated Janu@y2009
(incorporated by reference to Exhibit 10.3 of trempany’s current report on Form 8-K, filed with t8emmission on January
23, 2009)

Restricted Stock Agreement, by and between Angi@yios, Inc. and Jan Keltjens, dated January 19 #i@0orporated by
reference to Exhibit 10.4 of the Comp'’s current report on Forn-K, filed with the Commission on January 23, 20(
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10.31

10.32

10.33
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32.2

Employment Agreement, by and between AngioDynanties,and Eamonn Hobbs, dated January 20, 2008rfincated by
reference to Exhibit 10.5 of the Comp'’s current report on Forn-K, filed with the Commission on January 23, 20(

Consulting Agreement, by and between AngioDynaniits,and Eamonn Hobbs, dated January 20, 2006rfincated by
reference to Exhibit 10.6 of the Comp'’s current report on Forn-K, filed with the Commission on January 23, 20(

Non-Statutory Stock Option Agreement, by and betweagidDynamics, Inc. and Eamonn Hobbs, dated Jar2@rg2009
(incorporated by reference to Exhibit 10.7 of trepany’s current report on Form 8-K, filed with t8emmission on January
23, 2009)

Employment Agreement, dated August 15, 2011, betwewioDynamics, Inc. and Joseph M. DeVivo (incogied by
reference to Exhibit 10.1 of the Comp'’s current report on Forn-K, filed with the Commission on August 16, 201112D

Change in Control Agreement, dated August 15, 2Bé&tween AngioDynamics, Inc. and Joseph M. DeVikodrporated by
reference to Exhibit 10.1 of the Comp'’s current report on Forn-K, filed with the Commission on August 16, 201112D

AngioDynamics, Inc. Fiscal Year 2011 Senior ExeautCash Incentive Program (incorporated by refexead=xhibit 10.27 of
the Compan’s annual report on Form -K, filed with the commission on August 12, 201

AngioDynamics, Inc. Fiscal Year 2011 Senior Exesttquity Incentive Program (incorporated by refieseto Exhibit 10.28
of the Compan’s annual report on Form -K, filed with the commission on August 12, 201

AngioDynamics, Inc. Fiscal Year 2012 Senior ExaautCash Incentive Program (incorporated by referead=xhibit 10.29 of
the Compan’s annual report on Form -K, filed with the commission on August 12, 201

AngioDynamics, Inc. Fiscal Year 2012 Senior ExaaufEquity Incentive Program (incorporated by refeseto Exhibit 10.30
of the Compan’s annual report on Form -K, filed with the commission on August 12, 201

Separation and General Release, by and betweemBwygamics, Inc. and Jan Keltjens, dated
June 13, 2011 (incorporated by reference to Exhibit of the Company’s current report on Form
8-K, filed with the Commission on June 14, 201

Escrow Agreement, dated as of May 22, 2012, byandng AngioDynamics, Inc., Avista Capital Partn®r, LLC, as sellers
representative, and JPMorgan Chase Bank, Natiogsd@ation, as escrow agent (incorporated by neferéo Exhibit 10.2 of
the Compan’s current report on Forn-K filed with the Commission on May 25, 201

Code of Ethics (incorporated by reference to Extidiof the Company’s current report on Form 8iledf with the
Commission on May 12, 200¢

Subsidiaries

Consent of PricewaterhouseCoopers LLP, an indepemegistered public accounting firi
Certification by the Chief Executive Officer Purstito Section 302 of the Sarba-Oxley Act of 2002
Certification by the Chief Financial Officer Pursiiao Section 302 of the Sarba-Oxley Act of 2002

Certification by the Chief Executive Officer Purstito 18 U.S.C. Section 1350, as Adopted Pursua8tttion 906 of the
Sarbane-Oxley Act of 2002

Certification by the Chief Financial Officer Purstido 18 U.S.C. Section 1350, as Adopted Pursua8ettion 906 of the
Sarbane-Oxley Act of 2002
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Subsidiary
NM Holding Company, Inc

Navilyst Medical Holdings, Inc
Navilyst Medical, Inc
AngioDynamics UK Limitec
AngioDynamics Netherlands B."
RITA Medical Systems, LL(

RITA Medical Systems, France, SAF

Subsidiaries of AngioDynamics, Inc.

State of Incorporation or Organization

Delaware
Delaware
Delaware
United Kingdom
Netherland:
Delaware
France

Exhibit 21



Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢lee Registration Statements on Form S-8 (N8-B30057, No. 333-138456, No. 333-
140627, No. 333-161355, No. 333-162844, No. 333618 of AngioDynamics, Inc. of our report dated Asg14, 2012 relating to the
financial statements, financial statement schedntkthe effectiveness of internal control overriicial reporting, which appears in this Form
10-K.

/sl PricewaterhouseCoopers LLP
Albany, New York
August 14, 2012



Exhibit 31.1
CERTIFICATION

I, Joseph M. DeVivo, certify that:
1. I have reviewed this annual report on Form 16fldngioDynamics, Inc.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15(d)-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenteisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the igant’s internal control over financial reportiremd

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: August 14, 2012 /s/ JosepHM. D Evivo

Joseph M. DeVivo
President and Chief Executive Officer




Exhibit 31.2
CERTIFICATION

I, D. Joseph Gersuk, certify that:
1. I have reviewed this annual report on Form 16fldngioDynamics, Inc.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15(d)-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenteisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the igant’s internal control over financial reportiremd

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: August 14, 2012 /sl D. JoSEPHG ERSUK

D. Joseph Gersuk,
Executive Vice President—Chief Financial Officer ad Treasurer




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O TITLE 18,
UNITED STATES CODE, SECTION 1350, AS ADOPTED PURSUAT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Joseph M. DeVivo, Chief Executive Officer of ANGDYNAMICS, Inc. (the “Company”), certify, pursuatd Section 906 of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 18%l, to the best of my knowledge:

1. the annual report on Form 10-K of the CompamytHe fiscal year ended May 31, 2012 (the “Repdtiily complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 (15 U.S.C. 78m or 78p(ahd

2. the information contained in the Report fairhggents, in all material respects, the financialdition and results of operations
the Company.

Date: August 14, 2012 /s/ JosepHM. D Evivo

Joseph M. DeVivo,
President and Chief Executive Officer




Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O TITLE 18,
UNITED STATES CODE, SECTION 1350, AS ADOPTED PURSUAT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, D. Joseph Gersuk, Executive Vice President, fiigancial Officer of ANGIODYNAMICS, Inc. (the “Cmpany”), certify, pursuant
to Section 906 of the Sarbanes-Oxley Act of 20@2U1S.C. Section 1350, that, to the best of my Kedge:

1. the annual report on Form 10-K of the CompamytHe fiscal year ended May 31, 2012 (the “Repdtiily complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 (15 U.S.C. 78m or 78p(ahd

2. the information contained in the Report fairhggents, in all material respects, the financialdition and results of operations
the Company.

Date: August 14, 2012 /s/ D. JOSEPHG ERSUK

D. Joseph Gersuk,
Executive Vice President—Chief Financial Officer ad Treasurer




