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Canada Not Applicable
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization) Identification Number)

c/o Patheon Pharmaceuticals Services Inc.
4721 Emperor Boulevard, Suite 200
Durham, NC 27703
(Address of principal executive offices and Zip Code)
(919) 226-3200
(Registrant s telephone number, including area code)
Securities registered pursuant to Section 12(b) of the Act: None.
Securities registered pursuant to Section 12(g) of the Act:
Restricted Voting Shares

(Title of Class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes © No x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or section 15(d) of the
Exchange Act. Yes © No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding twelve months (or for such shorter period that the registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x
No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such

files). Yes x No ~
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. ~

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer
or a smaller reporting company. See definition of accelerated filer , large accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer X
Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x
The aggregate market value of restricted voting shares held by non-affiliates of the registrant as of April 30, 2013, the
last business day of the registrant s most recently completed second fiscal quarter, was $208,149,058 (based on the last
reported closing sale price on the Toronto Stock Exchange on that date of $4.39 per share, as converted from C$4.42
using the closing rate of exchange from Reuters).
As of February 6, 2014, the registrant had 140,938,525 restricted voting shares outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

None.

Table of Contents 3



Edgar Filing: PATHEON INC - Form 10-K/A

Table of Conten

TABLE OF CONTENTS

PART II1
Item 10. Directors. Executive Officers and Corporate Governance 1
Item 11. Executive Compensation 6
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 31
Item 13. Certain Relationships and Related Transactions and Director Independence 33
Item 14. Principal Accountant Fees and Services 35

PART IV
Item 15. Exhibits and Financial Statement Schedules 36
SIGNATURES 37
ANNEX A 38
ANNEX B 52
ANNEX C 56
EXHIBIT INDEX 63

Table of Contents 4



Edgar Filing: PATHEON INC - Form 10-K/A

Table of Conten

EXPLANATORY NOTE

Patheon Inc. (the Company or Patheon ) is filing this Amendment No. 2 on Form 10-K/A (this Amendment No. 2 ) to
its Annual Report on Form 10-K for the year ended October 31, 2013 (the Original 10-K ), which was filed on

January 10, 2014 and amended on January 13, 2014 ( Amendment No. 1 ), to present the information required by Part

IIT of Form 10-K as it will not file a definitive proxy statement in connection with an annual general meeting of its
securityholders within 120 days of the end of fiscal year ended October 31, 2013.

Also included in this Amendment No. 2 are (i) the signature page, (ii) certifications required of the principal executive
officer and principal financial officer under Section 302 of the Sarbanes-Oxley Act of 2002 and (iii) the Exhibit Index,
which has been amended and restated in its entirety as set forth below solely to include the additional certifications.
Because no financial statements are contained within this Amendment No. 2, the Company is not including
certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Except as described above, no other changes have been made to Amendment No. 1. Other than the information
specifically amended and restated herein, this Amendment does not reflect events occurring after January 10, 2014,
the date of the Original 10-K, or modify or update those disclosures that may have been affected by subsequent
events.
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Part I11
Item 10. Directors, Executive Officers and Corporate Governance
Directors and Executive Officers
Directors

Our directors, their ages and their principal occupations are as follows:

Name Age Occupation

Daniel Agroskin 37 Managing Director JLL Partners

Michel Lagarde 40 Managing Director JLL Partners

Paul S. Levy 66 Managing Director JLL Partners

James C. Mullen 55  Chief Executive Officer, Patheon Inc.
Nicholas O Leary 30 Vice President JLL Partners

Brian G. Shaw 60 Corporate Advisor and Private Investor
David E. Sutin 61 Independent Financial Advisor and Investor
Joaquin B. Viso 71  Private Investor

Derek J. Watchorn 71  Senior Corporate Consultant and Advisor

Daniel Agroskin, age 37, joined our Board in December 2009. Mr. Agroskin currently serves on our CHR Committee
and the Corporate Governance Committee of our Board (the CG Committee ). Since January 2012, Mr. Agroskin has
been a Managing Director of JLL Partners, which he joined in July 2005 as a Vice President and for which he served
as a Principal from July 2007 through December 2011. Prior to joining JLL Partners, Mr. Agroskin worked at JP
Morgan Partners, a private equity investment firm, and in Merrill Lynch s Mergers and Acquisitions Group.

Mr. Agroskin is also a director on the boards of PGT, Inc., Builders FirstSource, Inc., American Dental Partners, Inc.,
BioClinica, Inc. and Medical Card System, Inc. Mr. Agroskin was previously a director on the board of PharmaNet
Development Group, Inc. until July 2011. Mr. Agroskin holds a Bachelor of Arts degree from Stanford University and
a Masters of Business Administration degree from the Wharton School of the University of Pennsylvania. Our Board
has previously determined that Mr. Agroskin s extensive experience in the finance industry and M.B.A. from the
Wharton School qualify him for service as a member of our Board and add value to our company.

Michel Lagarde, age 40, joined our Board in December 2011. Mr. Lagarde currently serves on our Audit, CHR, and
CG Committees. Mr. Lagarde is a Managing Director of JLL Partners, which he joined in January 2008. From
February 1996 to December 2007, Mr. Lagarde was employed with the Philips Electronics group of companies.

Mr. Lagarde served as Chief Executive Officer of Philips Electronics North America, Domestic Appliances and
Personal Care division from April 2004 and as Chief Financial Officer from May 2006. Mr. Lagarde is also a director
on the boards of BioClinica, Inc. and ACE Cash Express, Inc. Mr. Lagarde was previously a director on the board of
PharmaNet Development Group, Inc. until July 2011. Mr. Lagarde holds a Bachelor of Business Administration
degree from European University Antwerp, and an Executive Masters degree in Finance & Control from University of
Amsterdam. Our Board has previously determined that Mr. Lagarde s executive and finance positions at a
manufacturer of consumer products and business and finance degrees qualify him for service as a member of our
Board and add value to our company. Mr. Lagarde has been elected to our Board by JLL Patheon Holdings pursuant
to its right, as holder of our Special Preferred Voting Shares, to elect up to three members of our Board. See Interest of
Informed Persons in Material Transactions Arrangements with JLL.  Special Preferred Voting Shares.
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Paul S. Levy, age 66, joined our Board in April 2007 and became the Chair of our Board in February 2012. Mr. Levy
is a Managing Director of JLL Partners, which he founded in 1988. Prior to founding JLL Partners, Mr. Levy was a
Managing Director at Drexel Burnham Lambert, an investment bank, where he was responsible for the firm s
restructuring and exchange offer business in New York. Previously, Mr. Levy was Chief Executive Officer of Yves
Saint Laurent Inc., New York, a fashion and cosmetics company, Vice President of Administration and General
Counsel of Quality Care, Inc., a home healthcare company, and an attorney at Stroock & Stroock & Lavan LLP.
Mr. Levy also serves on the boards of Builders FirstSource, Inc., PGT, Inc., Ross Education, LLC, Education
Affiliates, Inc., ACE Cash Express, Inc., Medical Card System, Inc., IASIS Healthcare, LLC, American Dental
Partners, Inc., BioClinica, Inc. and Loar Group, LLC. Mr. Levy is also a director of JGWPT Holdings, Inc., the parent
company of JGWPT Holdings, LLC, and J.G. Wentworth, LLC and J.G. Wentworth, Inc., which is the managing
member of JGW Holdco, LLC. In May 2009, J.G. Wentworth LLC, J.G. Wentworth, Inc., and JGW Holdco, LLC
filed for protection under Chapter 11 of the U.S. Bankruptcy Code. Mr. Levy previously served as a director of New
World Pasta Company, which filed for protection under Chapter 11 of the U.S. Bankruptcy Code in 2004 and as
director of Motor Coach Industries International, Inc., which filed for protection under Chapter 11 of the U.S.
Bankruptcy Code in 2008. Mr. Levy holds a Bachelor of Arts degree from Lehigh University, where he graduated
summa cum laude and Phi Beta Kappa, and a Juris Doctor degree from the University of Pennsylvania Law School.
He also holds a Certificate from the Institute of Political Science in Paris, France. Our Board has previously
determined that Mr. Levy s extensive service on boards of directors, executive experiences and his academic
achievements and legal education qualify him for service as a member of our Board and add value to our company.
Mr. Levy has been elected to our Board by JLL Patheon Holdings pursuant to its right, as holder of our Special
Preferred Voting Shares, to elect up to three members of our Board. See Interest of Informed Persons in Material
Transactions Arrangements with JLL.  Special Preferred Voting Shares.
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James C. Mullen, age 55, joined Patheon as Chief Executive Officer and became a member of our Board in

February 2011, bringing over 30 years of experience in the pharmaceutical and biotechnology industries, over 20 of
which have been spent at the executive level. Mr. Mullen served as the President and Chief Executive Officer of
Biogen, Inc. ( Biogen ), a biotechnology company, from June 2000 to June 2010. Prior to that, Mr. Mullen held various
operating positions at Biogen, including Vice President, Operations, and several manufacturing and engineering
positions at SmithKline Beckman (now GlaxoSmithKline). Mr. Mullen previously served on the board of Biogen until
June 2010 and currently serves on the board of PerkinElmer, Inc., a technology and service provider for diagnostics,
research, environmental and industrial and laboratory services markets. Mr. Mullen holds a Bachelor of Science
degree in Chemical Engineering from Rensselaer Polytechnic Institute and a Master of Business Administration
degree from Villanova University. Our Board has previously determined that Mr. Mullen s extensive executive
experience in the pharmaceutical and biotechnology industries and scientific and business educational background
qualify him for service as a member of our Board and add value to our company.

Nicholas O Leary, age 30, joined our Board in February 2012. Mr. O Leary joined JLL Partners as an Associate in
July 2009 and was promoted to Senior Associate in July 2011 and Vice President in July 2012. Mr. O Leary was
employed with Merrill Lynch & Co., a financial management and advisory firm, in its Mergers and Acquisitions

Group as an Analyst from June 2006 to June 2008 and as a Senior Analyst from June 2008 to June 2009. Mr. O Leary
holds a Bachelor of Arts degree from Washington and Lee University, where he graduated Phi Beta Kappa and magna
cum laude. Our Board has previously determined that Mr. O Leary s experience in the finance industry qualifies him
for service as a member of our Board and adds value to our company. Mr. O Leary has been elected to our Board by
JLL Patheon Holdings pursuant to its right, as holder of our Special Preferred Voting Shares, to elect up to three
members of our Board. See Interest of Informed Persons in Material Transactions Arrangements with JLL ~ Special
Preferred Voting Shares.

Brian G. Shaw, age 60, joined our Board in December 2009. Mr. Shaw currently serves as the Chair of the Audit
Committee of our Board (the Audit Committee ) and is a member of the independent committee of our Board (the
Independent Committee ). Mr. Shaw is a self-employed corporate advisor with substantial financial industry executive
experience and particular expertise in capital markets and investing activities. From December 2004 to February 2008,
Mr. Shaw served as Chief Executive Officer and Chairman of CIBC World Markets, the wholesale banking arm of a
leading North American financial institution ( CIBC ). In addition, from 2002 to December 2004, Mr. Shaw served as
the head of CIBC s Global Equities Division. Mr. Shaw is currently a director of Encana Corporation, a
publicly-traded North American energy exploration and development company. In addition, he is a director of the
following privately held companies: Manulife Bank of Canada, Manulife Trust Company and Ivey Canadian
Exploration, Ltd. Mr. Shaw is a Chartered Financial Analyst ( CFA ) and holds a Master of Business Administration
degree from the University of Alberta. Our Board has previously determined that Mr. Shaw s executive experiences in
the financial services industry, his CFA status and service as a director of the Toronto CFA Society and his
educational background in business administration qualify him for service as a member of our Board and add value to
our company.

David E. Sutin, age 61, joined our Board in March 2011. Mr. Sutin is currently a member of the Independent
Committee. From May 2008 until December 2011, Mr. Sutin was a Managing Partner of Quest Partners Ltd., a
financial advisory boutique. Since 2001, Mr. Sutin has been an independent financial advisor and private investor, as
well as a board member of several companies. Until 2001, Mr. Sutin was Executive Vice President of Harrowston
Inc., a publicly-traded private equity firm. Mr. Sutin has over 30 years experience in corporate and real estate
investment activity. Between June 2009 and December 2010, Mr. Sutin was a director of Sun Gro Horticulture
Canada Ltd., and a trustee of Sun Gro Horticulture Income Fund. From March 2007 to May 2009, Mr. Sutin served as
a director of Pay Linx Financial Corporation. Mr. Sutin is currently Chairman and a director of two private companies,
Brampton Engineering Inc. and Furnace Mineral Products Inc. Mr. Sutin holds a Bachelor of Arts degree and Masters
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of Business Administration degree from York University. Our Board has previously determined that Mr. Sutin s
extensive corporate and financial advisory and investment experience, service on boards of directors and M.B.A.
qualify him for service as a member of our Board and add value to our company.

Joaquin B. Viso, age 71, joined our Board in December 2004, on which he served until April 29, 2009 and re-joined
on December 4, 2009. Mr. Viso currently serves on our Audit, Corporate Governance, and CHR Committees. From
August 2005 to December 2006, Mr. Viso served as Chairman of Patheon Puerto Rico, Inc. ( Patheon P.R. ), formerly
known as MOV A Pharmaceutical Corporation, which he founded in 1986. From December 2004 to August 2005,
Mr. Viso served as President and Chief Executive Officer of Patheon P.R. Prior to founding MOV A Pharmaceutical
Corporation, Mr. Viso was with SmithKline Beecham (now GlaxoSmithKline) for 16 years, where he held various
senior management positions, including President and General Manager of Glaxo s operations in Puerto Rico from
1978 to 1986. Currently, he is Chairman of MC-21 Corporation, a provider of pharmacy benefit management
programs, and Grupo VL, Inc., a management services company. Mr. Viso is also a controlling shareholder of Alara
Pharmaceutical Corporation ( Alara ). Mr. Viso holds a Bachelor of Science in Mechanical Engineering from the
University of Puerto Rico and a Master of Science in Engineering from the University of Michigan. Our Board has
previously determined that Mr. Viso s service to Patheon and extensive experience in the pharmaceutical industry,
qualify him for service as a member of our Board and add value to our company.
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Derek J. Watchorn, age 71, joined our Board in February 1998. Mr. Watchorn is currently the Chair of the
Independent Committee. Since November 2009, Mr. Watchorn has served as a senior advisor to Armadale Company
Ltd. ( Armadale ), a privately held company based in Ontario, Canada, in connection with the proposed redevelopment
of the Buttonville Airport lands located in the greater Toronto area. Mr. Watchorn is also currently a member of the
Management Committee formed by the joint venture between the Cadillac Fairview Corporation and Armadale to
undertake this redevelopment. From January 2007 to June 2009, Mr. Watchorn served as President, Chief Executive
Officer and director of Revera Inc., a provider of accommodation and care for seniors. From October 2004 to January
2007, Mr. Watchorn served as President, Chief Executive Officer and a trustee of Retirement Residences Real Estate
Investment Trust, also a provider of accommodation and care for seniors, which was acquired by Revera Inc. in
January 2007. From October 2004 to December 2007, Mr. Watchorn also held a position as a trustee of IPC US Real
Estate Investment Trust, an asset and property management trust. He served as Executive Vice-President, Strategic
Initiatives, of Canary Wharf Group plc, a commercial property company, in London, England from January 2003 to
June 2004 and as Executive Director of TrizecHahn Europe plc from 1999 until 2001. Before and after his senior
management roles in Europe, Mr. Watchorn was a senior partner of the law firm Davies Ward Phillips & Vineberg
LLP. Mr. Watchorn is currently a director of Timbercreek Mortgage Investment Corporation, a mortgage loan
investment company. He is also a director of each of Treegrove Capital Limited and Limedale Ventures Limited, both
private companies incorporated in Cyprus, which indirectly own, and provide asset and property management services
to, office and retail properties located in Central and Eastern Europe. Mr. Watchorn holds an LL.B. from the
University of Toronto. Our Board has previously determined that Mr. Watchorn s executive and legal experiences
qualify him for service as a member of our Board and add value to our company.

Executive Officers

Our executive officers, their ages and their positions are as follows:

Name Age Position

James C. Mullen 55  Chief Executive Officer

Geoffrey M. Glass 40 President, Banner Life Sciences

Michael J. Lehmann 51 President, Global Pharmaceutical Development Services and Interim
Executive Vice President, Global Sales & Marketing

Ageel A. Fatmi 63  Executive Vice President, Global Research & Development and Chief
Scientific Officer

Paul M. Garofolo 43  Executive Vice President, Global PDS Operations

Stuart Grant 58 Executive Vice President, Chief Financial Officer

Michael E. Lytton 56 Executive Vice President, Corporate Development and Strategy and General
Counsel

Harry R. Gill, III 53  Senior Vice President, Quality and Continuous Improvement

Rebecca Holland New 39  Chief Human Resources Officer, Senior Vice President and Corporate
Communications

James C. Mullen also serves as a director of Patheon and his biographical information is described above with the
other members of the Board.

Geoffrey M. Glass, age 40, joined Patheon in April 2009 as Senior Vice President, Marketing, Strategy and Corporate
Development and Integration, and was subsequently promoted to Executive Vice President, Global Strategy, Sales and
Marketing in October 2009. On December 17, 2012, following our acquisition of Banner, Mr. Glass was promoted to
President, Product and Technology Commercialization and, in July 2013, was promoted to President, Banner Life
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Sciences. Prior to joining Patheon, Mr. Glass served approximately five years as an executive at Valeant
Pharmaceuticals International, Inc., a global specialty pharmaceutical company ( Valeant ), including as Senior Vice
President, Asian Operations, from April 2007 to June 2008, where he was responsible for all of Valeant s business
affairs in the region, which included over 250 products in 14 countries. Prior to leading the Asian business for
Valeant, Mr. Glass served as Senior Vice President and Chief Information Officer of Valeant from March 2004 to
April 2007, where he was responsible for all information technology-related matters for the company. Prior to joining
Valeant, Mr. Glass was the Global Leader of Life Sciences Operations Excellence Practice for Cap Gemini (formerly
known as Ernst & Young LLP Consulting). During his tenure at Cap Gemini, Mr. Glass led global teams through the
successful implementation of business transformations at a number of leading life sciences organizations.

Michael J. Lehmann, age 51, joined Patheon in November 2012 as President, Global Pharmaceutical Development
Services and in December 2012, was appointed Interim Executive Vice President, Global Sales & Marketing.

Mr. Lehmann brings over 25 years of healthcare services leadership experience to Patheon. From September 2005 to
September 2012, Mr. Lehmann was employed by Covance, Inc. ( Covance ), one of the world s largest drug
development services companies, and from January 2009, held the position
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of Corporate Senior Vice President and General Manager in the Global Early Development business of Covance. In
that role, Mr. Lehmann was responsible for global early development and profit and loss management. Previously, he
served at Covance as Corporate Senior Vice President and President of the Global Nonclinical Safety Assessment
business from January 2009 to October 2011, as Corporate Vice President and President of the Labs North America
business from January 2008 to January 2009 and as General Manager of the Madison Site from September 2005 to
January 2008. Prior to joining Covance, Mr. Lehmann worked for 17 years at GE Healthcare in key operational and
management roles.

Ageel A. Fatmi, age 63, joined Patheon in January 2013 as Executive Vice President Global Research & Development
and Chief Scientific Officer, bringing over 30 years of experience in the pharmaceutical industry. From August 2000
to January 2013, he served on Banner s global leadership team as Global Vice President, Research and Development
and Operations. Prior to joining Banner, from January 1998 to July 2000, Dr. Fatmi was a Co-Founder of the Georgia
Combinatorial Chemistry Center at Georgia State University, focusing on the discovery of small molecules of drugs
for cancer, HIV and other infectious diseases. Dr. Fatmi spent a major part of his career, from June 1982 to December
1997, at Solvay Pharmaceuticals, Inc. with increasing responsibilities. From January 1991 to December 1997, in his
last positions at Solvay Pharmaceuticals, Inc. he served as Vice President of Preclinical followed by Senior Vice
President of Research and Development, where he was responsible for the development, approval and launch of new
drugs. Dr. Fatmi holds a Ph.D. in Medicinal Chemistry from The University of Georgia, Athens. After graduation in
June 1981 Dr. Fatmi was a National Science Foundation Post-Doctoral Fellow for one year in the Department of
Chemistry at The University of Georgia.

Paul M. Garofolo, age 43, joined Patheon in May 2008 as Senior Vice President and Chief Information Officer and
was subsequently promoted to Executive Vice President and Chief Technology Officer in November 2008. Effective
August 1, 2011, Mr. Garofolo s role was revised to Executive Vice President PDS Global Business Operations. Prior
to joining Patheon, Mr. Garofolo had more than 17 years of information and management consulting leadership
experience. Most recently, he served as Chief Information Officer and Vice President of Global IT at Valeant from
2004 to April 2008, where he was responsible for Valeant s global IT organization, including the implementation of a
series of new applications and processes. Prior to his service at Valeant, from 2000 to 2004, Mr. Garofolo was the
Chief Technology Officer and Senior Vice President of Technology Services for Broadlane, the fourth largest Group
Purchasing Organization within the U.S. healthcare market. He also worked in the management consulting industry

for both Ernst & Young Global Limited and Oracle Corp.

Stuart Grant, age 58, joined Patheon in February 2012 as Executive Vice President, Chief Financial Officer, bringing
over 30 years of financial management experience to Patheon, over 15 of which have been in the pharmaceutical
industry. From 2007 to 2011, Mr. Grant served as Senior Vice President and Chief Financial Officer of BioCryst
Pharmaceuticals, Inc., a pharmaceutical development company. Prior to that, Mr. Grant progressed through a variety
of financial management positions at Serono SA (now Merck Serono), a global pharmaceutical services company,
including Chief Financial Officer, USA, from 2002 to 2004 and Group Chief Financial Officer from 2004 to 2007.
Mr. Grant also spent 15 years in finance at Digital Equipment Company and several years working as a tax consultant
and senior auditor for Price Waterhouse (now PricewaterhouseCoopers) in Glasgow, Scotland.

Michael E. Lytton, age 56, joined Patheon in May 2011 as Executive Vice President, Corporate Development and
Strategy and General Counsel. From January 2009 through February 2011, Mr. Lytton was Executive Vice President

of Corporate and Business Development of Biogen. Prior to joining Biogen, from January 2001 through December
2008, Mr. Lytton was a General Partner with Oxford Bioscience Partners ( Oxford ), a venture capital firm investing in
therapeutic, diagnostic and life science tool companies. Prior to Oxford, Mr. Lytton practiced law for 17 years and
specialized in representing biomedical companies; he is a past Partner and member of the Executive Committee of the
law firm Edwards Wildman Palmer and previously was a Partner of the law firm WilmerHale. From September 2004
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to October 2011, Mr. Lytton was the Chairman of the Board of Santhera Pharmaceuticals AG, and he has also served
on various boards of many other academic, non-profit and private and public for-profit companies throughout his
career.

Harry R. Gill, 111, age 53, joined Patheon in July 2010 as Global Vice President of Operational Excellence and Vice
President of Business Management. In September 2012, Mr. Gill was promoted to his current position as Senior Vice
President, Quality and Continuous Improvement. Prior to joining Patheon, he had over 25 years of experience in
quality, plant operations, technical services and operational excellence. Mr. Gill held the position of Site General
Manager at Wyeth (now Pfizer Inc.), a pharmaceutical company, from September 2006 to July 2010. Prior to Wyeth,
Mr. Gill served as Director of Engineering at Baxter Healthcare from August 1998 to May 2001. In addition, he has
eight years of combined international experience in Asia and Puerto Rico.

Rebecca Holland New, age 39, joined Patheon in August 2011 and currently serves as Chief Human Resources
Officer/Senior Vice President, Human Resources and Corporate Communications. Most recently, from November
2007 to July 2011, Ms. Holland New was Global Vice President, Human Resources at Bausch & Lomb, Inc. Prior to
that, from April 2007 to October 2007, Ms. Holland New held global human resources leadership positions at
Bausch & Lomb s business operations, talent, corporate and pharmaceutical business units as well as global research
and development. Prior to joining Bausch & Lomb, Ms. Holland New held human resources leadership positions at
Novo Nordisk, Inc., from November 2003 to April 2007, and Bristol-Myers Squibb, from August 1996 to November
2003.
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our executive officers, directors and 10% beneficial owners to file reports
of ownership and changes in ownership with the Securities and Exchange Commission (the SEC ). Based solely on a
review of the report forms that were filed and written representations from our executive officers and directors, the
following reports were not filed timely: (i) Mr. Lytton filed one late report on Form 4 covering one transaction;

(i) Mr. Mullen filed one late report on Form 4 covering one transaction; (iii) Mr. Sutin filed one late report on Form 4
covering one transaction; and (iv) Ms. Mancuso filed one late report on Form 4 covering one transaction.

Audit Committee

Audit Committee

Composition

The Audit Committee is currently comprised of the following three members: Mr. Shaw (Chairman), Mr. Lagarde and
Mr. Viso. The Board uses the definition of independence of the NASDAQ Stock Market LLC ( NASDAQ ) to
determine whether Patheon s directors are independent for purposes of U.S. securities laws. Mr. Shaw and Mr. Viso
are considered to be independent within the meaning of NASDAQ Rule 5605(c)(2), the NASDAQ rule concerning
Audit Committee independence. Mr. Lagarde is not considered to be independent because of his position with JLL
Patheon Holdings and/or its affiliates. The Board has previously determined that Mr. Shaw is an audit committee
financial expert under SEC rules.

Charter and Responsibilities

The Charter of the Audit Committee was reviewed and reaffirmed by the Board on December 13, 2012, and is
available on our website at www.patheon.com under Investor Relations. The Charter of the Audit Committee
establishes its (i) objectives; (ii) constitution; (iii) authority; and (iv) responsibilities relating to, among other things,
assisting Patheon s Board in fulfilling its oversight responsibilities relating to Patheon s financial statements, assisting
the Board in fulfilling its oversight responsibilities relating to the integrity of Patheon s internal control and

management information systems, and fulfilling the responsibilities assigned to the Audit Committee by the Board.

The functions and responsibilities of the Audit Committee include the following:

oversight of Patheon s external auditor;

pre-approval of non-audit services;

review of financial statements;

review of public disclosure of financial information;
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establishing submission systems and treatment of complaints regarding accounting, internal accounting
controls, or audit matters;

review and approval of hiring policies;

review and monitoring the integrity and adequacy of internal controls and management information systems;
and

reviewing Patheon s policies and procedures for the review, approval or ratification of related person
transactions.
The Audit Committee has the authority to engage independent counsel and other advisors as it determines necessary
or advisable to carry out its duties, to set and pay the compensation for any advisors employed by the Audit
Committee, and to communicate directly with the internal and external auditors.
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Item 11
EXECUTIVE COMPENSATION

The following executives were our named executive officers for fiscal 2013:

Name Position

James C. Mullen Chief Executive Officer

Stuart Grant Executive Vice President, Chief Financial Officer

Michael E. Lytton Executive Vice President, Corporate Development and Strategy and General Counsel

Michael Lehmann President, Global Pharmaceutical Development Services and Interim Executive Vice
President, Global Sales & Marketing

Ageel A. Fatmi Executive Vice President, Global Research & Development and Chief Scientific Officer

Harry R. Gill, III Senior Vice President, Quality and Continuous Improvement

Antonella Mancuso () President, Global Commercial Operations and Chief Manufacturing Officer

(1) Ms. Mancuso s employment with us terminated on July 10, 2013.
Compensation Discussion and Analysis

The Compensation Discussion and Analysis describes our executive compensation philosophy, components and
policies, including analysis of the compensation earned by our named executive officers for fiscal 2013 as detailed in
the accompanying tables.

Executive Summary

Setting Fiscal 2013 Compensation. In making compensation decisions for fiscal 2013, our CHR Committee
took into account a number of factors, including (i) the need to attract and retain talented executives (ii) our
financial performance and achievement of corporate objectives; and (iii) the achievement of individual
objectives by each executive officer.

Elements of Compensation. Consistent with our philosophy that executive compensation should incentivize
our executive officers to enhance shareholder value, each of our executive officers is compensated with base
salary, short-term cash incentives and long-term incentives tied to the value of our restricted voting shares,
as well as (to a lesser extent) perquisites and personal benefits, retirement benefits and termination and
change in control benefits.

Key Compensation Decisions During Fiscal 2013. Our CHR Committee and our Board made the following
key executive compensation decisions for fiscal 2013:

approval of option grants to certain of our executive officers;
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approval of the Patheon Global Bonus Plan for fiscal 2013 (the 2013 Bonus Plan );

approval of discretionary bonus payments to our executive officers;

approval of salary increases for certain of our executive officers; and

approval of compensation arrangements for new executive officers to enhance our leadership team.

Compensation Philosophy and Objectives

Our compensation philosophy is based on pay for performance. We reward our executive officers for delivering
superior performance that contributes to our long-term success and the creation of shareholder value.

The objectives of our compensation program are to:

attract and retain qualified and experienced individuals to serve as executive officers;

align the compensation level of each executive officer with his or her level of responsibility;

motivate each executive officer to achieve short and long-term corporate goals;

align the interests of executive officers with those of shareholders; and

reward executive officers for excellent corporate and individual performance.
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Process for Determining Executive Compensation

Role of Our CHR Committee and Board

Our CHR Committee and Board share responsibility for determining executive compensation. Our Board s
involvement in the executive compensation process reflects its desire to oversee compensation decisions regarding our
executive officers, particularly our Chief Executive Officer. Accordingly, our CHR Committee makes
recommendations regarding, and our Board approves, our executive compensation policies and programs, the
compensation of our Chief Executive Officer and the grant of equity awards. Our CHR Committee is solely
responsible for approving the compensation of our executive officers, other than our Chief Executive Officer, for
establishing and approving payments under our annual cash incentive plan and for reporting such decisions to our
Board.

Role of Executive Officers

Other than providing input into their individual performance objectives, neither our Chief Executive Officer nor our
other executive officers have any role in recommending or setting their own compensation. Our Chief Executive
Officer makes recommendations to our CHR Committee regarding the compensation of our other executive officers
and provides input regarding executive compensation programs and policies generally.

Role of Compensation Consultants

We retained Mercer to act as our independent compensation consultant. Mercer reports directly to our CHR
Committee. For fiscal 2013, our CHR Committee engaged Mercer to assist it in implementing our compensation
philosophy for the executive officers in keeping with our overall objectives, including by gathering relevant market
data to assist our CHR Committee in making compensation decisions for our named executive officers. On occasion,
we also engage Mercer to provide consulting services for non-executive compensation matters and strategic matters.
The fees paid to Mercer for these additional services did not exceed $100,000 in fiscal 2013.

Role of Benchmarking and Comparative Analysis

Our CHR Committee used market analyses provided by Mercer as a reference point to evaluate the competitiveness of
the total compensation, and competitive positioning, of our executive officers. Under the terms of its engagement, and
with our assistance, Mercer constructed a peer group of publicly traded companies with U.S. operations that are
similar to us in terms of revenue size, industry and operating characteristics (the Mercer Peer Group ) and compared
the compensation of each of our executive officers to executive officers in similar positions at companies in the
Mercer Peer Group. On December 13, 2012, Mercer recommended the removal of two companies outside of Patheon s
suggested revenue range as well as two companies that had been acquired since the previous study. In connection with
this recommendation, four additional companies were proposed and accepted as replacements. The companies
comprising the Mercer Peer Group for fiscal 2013 were as follows: Perrigo Company, PAREXEL International
Corporation, Steris Corp., The Cooper Companies, Inc., Charles River Laboratories International, Inc., ResMed Inc.,
IDEXX Labs Inc., West Pharmaceutical Services, Inc., Par Pharmaceutical Companies, Inc., Impax Laboratories, Inc.,
Integra Lifesciences Holdings Corporation, Medicas Pharmaceutical Corp., Cubist Pharmaceuticals, Inc., Alexion
Pharmaceuticals, Inc., Regeneron Pharmaceuticals, Inc., Myriad Genetics, Inc., and Onyx Pharmaceuticals, Inc. In
addition, Mercer also reviewed proxy statement data for a number of companies in published compensation surveys,
namely (i) the 2012 Mercer Executive Remuneration Survey; (ii) the Radford Global Life Sciences Survey 2012; and
(iii) the Towers Watson General Industry Executive Compensation Survey 2012. The companies comprising each of
the aforementioned surveys are listed in Appendices A, B and C, respectively. Companies for which proxy statement

Table of Contents 18



Edgar Filing: PATHEON INC - Form 10-K/A

data was collected are noted in italics. As discussed below, we used the results of Mercer s review in connection with
certain compensation decisions for our named executive officers.

Role of the Advisory (Non-binding) Vote to Approve Executive Compensation

We provide our shareholders with the opportunity to cast an advisory (non-binding) vote to approve executive
compensation, or the Say-on-Pay proposal, every three years. At the 2012 Annual and Special Meeting of
Shareholders, a substantial majority of the votes cast (over 94%) at that meeting voted in favor of the Say-on-Pay
proposal, which our CHR Committee believes affirms our shareholders support of our executive compensation
program. Our CHR Committee considered the result of this vote, and following such consideration, did not make any
changes to our executive compensation decisions or policies. Our CHR Committee will continue to consider the
outcome of Say-on-Pay votes when making future compensation decisions for our named executive officers.
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Elements of Compensation

Our overall executive compensation program includes the following major elements:

Element

Base Salary

Short-Term Incentives

Long-Term Incentives

Perquisites

Table of Contents

Form

Cash

Annual Cash Incentive
Bonus

Options

Relocation expenses and
incentives, automobile
allowances, education
allowances, enhanced
medical, dental, life
insurance and disability
benefits, executive

Performance Period

One year

One year

Generally vest over or
after five years,

depending on the award.

Provided in connection
with executive benefit
plans, recruitment and
retention programs

Determination

Periodically reviewed
against market and
further adjusted based
on individual experience
and performance

Subject to our
performance against
pre-determined
corporate objectives,
individual achievement
of personal performance
objectives and the
discretion of our CHR
Committee

Based on share price
appreciation up to a
10-year term with
vesting typically over
the initial five years or
based on the
achievement of
pre-determined
performance metrics

Exercise price based on
the closing market price
on the grant date

Final value based on
market value at time of
exercise relative to the
exercise price

Based on individually
negotiated terms of
employment or as
introduced from time to
time to enhance
executive retention
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allowances

Health, dental, retirement,

life insurance and
disability

Severance and related
benefits (including
accelerated vesting of the
outstanding options to
purchase restricted voting
shares issued pursuant to
our stock option plan in
connection with certain
terminations and changes
of control

Factors Considered in Making Individual Pay Decisions

Compensation Elements

Ongoing

Provided in connection
with specified events

Consistent with the
broad-based benefits
offered by other
multinational
organizations

Based on individually
negotiated terms of
employment or as
introduced from time to
time by our CHR
Committee to enhance
executive retention

At this time, we do not target a specific mix of executive compensation by allocating total compensation between cash
and noncash pay, between current and long-term pay or among different types of long-term incentive awards. The
profile of our executive compensation is driven by decisions made for each component of pay separately, which we
intend to be appropriately competitive, as well as the impact of our decisions on total compensation. However,
consistent with our compensation philosophy, our CHR Committee believes that a significant portion of each named
executive officer s compensation should be at risk.

Role o

ompany and Individual Performance

Our compensation philosophy is based on pay for performance. We reward our executive officers for delivering
superior performance that contributes to our long-term success and the creation of shareholder value. In measuring

such performance, we consider the achievement of both corporate and individual goals.

We reward significant contributions by our executive officers through salary increases, payments under our annual
cash incentive plans and through long-term equity awards. In particular, our 2013 Bonus Plan was designed to focus
our executive officers on the achievement of both corporate and individual performance objectives. The corporate
performance objectives under our 2013 Bonus Plan were recommended to our CHR Committee by our Chief
Executive Officer and approved by our CHR Committee.

The individual performance objectives under our 2013 Bonus Plan were determined by our CHR Committee in
consultation with our Chief Executive Officer. Our Chief Executive Officer submitted individual performance
objectives for our executive officers (who themselves had input into the determination of their individual objectives),
other than himself, to our CHR Committee. Our CHR Committee reviewed the submitted individual performance
objectives and approved them with any such changes as it believed appropriate. Our CHR Committee approved the
individual performance objectives for our current Chief Executive Officer.
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Internal Pay Equity

We consider internal pay equity when setting compensation for our executive officers. Although we have not
established a policy regarding the ratio of total compensation of our Chief Executive Officer to that of our other
executive officers, we do review compensation levels to ensure that appropriate equity exists between our Chief
Executive Officer and our other executive officers, as well as among our executive officers (other than the Chief
Executive Officer). Differences in compensation among our named executive officers are attributable to differences in
levels of experience, performance and market demand for executive talent.

Fixed Compensation Base Salary
Qverview

Base salary is intended to reflect the skills, competencies, experience and performance of each named executive
officer. Base salary levels also are targeted to be comparable to salaries offered for positions involving similar
responsibilities and complexity at other companies. Competitive base salaries enable us to attract and retain qualified
individuals to serve as named executive officers. Base salary also aligns the compensation level of each named
executive officer to his or her level of responsibility. Base salaries are adjusted annually where appropriate based on
levels of responsibility and sustained performance. Base salary is linked to other elements of compensation such as the
annual cash incentive bonus, certain retirement plan benefits and termination and change in control benefits.

Fiscal 2013 Base Salaries

The key salary decisions made during fiscal 2013 for our named executive officers were as follows:

Michael Lehmann. Mr. Lehmann was hired in fiscal 2013, and his salary was based on the amount our CHR
Committee determined to be appropriate to induce him to join our company. Our CHR Committee
determined Mr. Lehmann s salary based on his past experience, skills and compensation from prior
employers.

Ageel Fatmi. Following the Banner Acquisition in December 2012, we entered into a new employment
agreement with Dr. Fatmi that provided an increase in his salary from $294,462 to $345,000. Our CHR
Committee determined that it was appropriate to increase Dr. Fatmi s salary based on the expansion of his
responsibilities to include a global role within our company, in addition to his existing responsibilities with
respect to the Banner subsidiaries.

Harry R. Gill, III. We increased Mr. Gill s salary during fiscal 2013 from $285,000 to $350,000. Our CHR

Committee determined that the increase was appropriate to compensate Mr. Gill in connection with his

increased responsibilities for overseeing environmental, health and safety matters for our company.
Variable Compensation Short-Term and Long-Term Incentives

The variable elements of our compensation include short-term incentives in the form of the opportunity for an annual
cash incentive bonus and long-term incentives in the form of stock options. The level of variable compensation

offered to our named executive officers is determined, in part, based on an overall assessment of our business
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performance, including achievement against stated corporate objectives.
Short-Term Incentive __Cash Incentive Bonuses
Overview

Under our 2013 Bonus Plan, our named executive officers and other members of our senior management may receive
cash incentive bonuses based on certain performance criteria, subject to certain prescribed limits. The annual cash
incentive bonus is intended to motivate our named executive officers to achieve short-term corporate and individual
goals and to ultimately reward them for excellent corporate and individual performance. For fiscal 2013, payments to
our named executive officers and other members of senior management were made under the 2013 Bonus Plan, based
on the achievement of certain corporate and individual objectives established by our CHR Committee and Chief
Executive Officer. Additional bonus payments were made to named executive officers and other members of senior
management in the discretion of our CHR Committee.
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2013 Bonus Plan Opportunity

Target awards under our 2013 Bonus Plan are set forth in each named executive officer s employment agreement. All
of our named executive officers, other than Mr. Mullen and Dr. Fatmi, have a target bonus of 45% of base salary.

Mr. Mullen has a target bonus of 100% of base salary. Dr. Fatmi has a target bonus of 40% of base salary. We believe
that maintaining target bonuses within a narrow range of 40-45% for each of our named executive officers other than
our Chief Executive Officer appropriately rewards their performance, is consistent with principles of pay equity and
helps us attract and retain the executives we need to run our business.

Our CHR Committee approved the various weights allocated to the different financial performance objectives under
our 2013 Bonus Plan to incentivize contributions by our named executive officers to our overall corporate
performance. In addition, our CHR Committee determined that part of the bonus opportunity should be based on the
achievement of individual objectives to focus our named executive officers to execute on projects without an
immediately quantifiable financial impact but that would contribute to both our short-term and long-term success.

Financial Objectives

Corporate Adjusted EBITDA comprised 50% of the corporate objectives for our named executive officers and is
defined as loss from continuing operations before repositioning expenses, interest expense, foreign exchange losses
reclassified from other comprehensive income (loss), refinancing expenses, acquisition and integration costs
(including certain product returns and inventory write-offs recorded in gross profit), gains and losses on sale of capital
assets, income taxes, asset impairment charges, depreciation and amortization, stock-based compensation expense,
consulting costs related to our operational initiatives, purchase accounting adjustments, acquisition-related litigation
expenses and other income and expenses, with additional adjustments for foreign currency exchange differences
versus budgeted exchange rates and other one-time, non-operating gains or losses at the discretion of management.

Corporate Net Free Cash Flow comprised 25% of the corporate objectives for our named executive officers and is
defined as cash flow from operations minus capital spending.

Corporate Revenue, as determined under U.S. GAAP, comprised 25% of the corporate objectives for our named
executive officers.

Under the 2013 Bonus Plan, the payout with respect to achievement of any one corporate objective was not
conditioned on the achievement of any other corporate objective. Under our 2013 Bonus Plan, if we did not meet the
threshold performance of 90% of target for Corporate Adjusted EBITDA or Corporate Net Free Cash Flow, or 96% of
Corporate Revenue, there would be no payout to our named executive officers under the plan for the applicable
objective. If performance were to fall between threshold and target or between target and maximum for a particular
objective, payout factors would be interpolated on a straight-line basis for such objective.

In setting the financial targets under our 2013 Bonus Plan, our CHR Committee focused on establishing targets for
which attainment was not assured and which would require significant effort on the part of our named executive
officers. For fiscal 2013, target Corporate Adjusted EBITDA, Corporate Net Free Cash Flow and Corporate Revenue
were based on our 2013 budget.

The following table shows the payout percentages related to the achievement of each of our corporate goals under our
2013 Bonus Plan:
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Corporate Corporate

Adjusted Net Free

EBITDA Cash Flow Performance

Goal (millions of (% of
US$) Target)
144.6 (8.3)
160.7 (7.5)
216.9 4.9)
Corporate
Performance
Revenue (% of
Goal (millions of US$) Target)
999.2 96%
1040.8 100%
2081.6 110%
10

90%
100%
135%

Payout (%
Payout of Target
Factor Bonus)
0.5x 50%
1.0x 100%
1.5x 150%
Payout (%
Payout of Target
Factor Bonus)
0.5x 50%
1.0x 100%
2.0x 200%
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Individual Objectives

In addition to corporate and/or financial objectives, a component of each named executive officer s bonus eligibility
was based on the achievement of individual objectives. At the end of fiscal 2013, the Chief Executive Officer
discussed with each then-employed named executive officer his or her achievement of individual objectives and
assigned a performance rating. The CHR Committee discussed with the Chief Executive Officer his achievement of

his individual objectives and assigned a performance rating. Under the 2013 Bonus Plan, the named executive officer s
bonus eligibility is based on the achievement of the financial objectives and a multiplier for his or her performance
rating as follows, with a maximum possible payout under the 2013 Bonus Plan of 200% of the executive s target
amount:

Pay for
Performance

Rating Description Multiplier
1 Not Acceptable 0
2 Sometimes Meets Expectations 0-0.5
3 Meets Expectations 0.75-1.0
4 Exceeds Expectations 1.0-1.25
5 Outstanding 1.25-1.75

Individual objectives for our named executive officers included individual performance goals specific to such
individual or his or her area of responsibility. Individual goals included timely achievement of certain strategic and
financial goals, functional financial and budget goals, design and implementation of productivity measures, quality
and compliance results, and development of new business opportunities, as follows:

James C. Mullen: (i) achieve the financial goals including pro forma revenue exceeding $1,100 million;

(i1) update our company s strategic plan; (iii) lead the Banner integration; (iv) achieve Right First Time ( RFT )
and On Time Delivery ( OTD ) in excess of 90%; (v) increase Operational Excellence ( OE ) and Cost of
Quality savings by $30 million; (vi) achieve sales targets in excess of $80 million for PDS and CMO and

$20 million for Banner; and (vii) take actions to enhance employee talent to include the creation of

development plans for all direct reports.

Stuart Grant: (i) achieve certain financial goals as set out in 2013 budget; (ii) improve the effectiveness of
our company s finance function and processes by identifying and filling gaps and development plans agreed
for all direct reports; (iii) ensure successful integration of Banner to Patheon; (iv) streamline the revenue
process; and (v) develop a clear financial strategy and plan for the next 24 months.

Michael Lytton: With respect to Banner integration: (i) set organizational structure of Proprietary Product
Development and Commercial Business; (ii) develop strategic plans for Mexico/Latin America and new
Banner R&D; (iii) talent assessments and develop organizational structure for VP and above; (iv) Olds site
strategy; and (v) develop route to market strategy for Banner US and Mexico businesses. With respect to
Corporate Development: (i) develop growth and financial strategies and M&A targets; and (ii) refresh
financial model for latest performance and forecast updates.
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Michael Lehmann: (i) achieve certain financial goals, including PDS revenue of $156 million; (ii) improve
RFT and OTD to meet or exceed 90% for PDS; (iii) increase OE and Cost of Quality savings by $30 million;
(iv) project expansion/COS Sales target of greater than $112.1 million for PDS; (v) achieve sales target of
$82 million for PDS; (vi) assist in the Banner integration; (vii) assist in developing growth and financial
strategies and identifying acquisition targets; and (viii) take actions to enhance employee talent to include
the creation of development plans for all direct reports.

Ageel Fatmi: With respect to Dr. Fatmi s Global Research & Development role: (i) implement a development
strategy for our Banner Life Sciences business; (ii) expand our research and development capabilities to
include other dosage forms; and (iii) obtain approval for and launch certain Banner products. With respect to
his Chief Scientific Officer role: (i) identify, select and recommend new drug delivery technology platforms;
(ii) evaluate business adjacencies in sourcing of active ingredients; (iii) improve certain products;

(iv) increase the recognition and visibility of our subject-matter experts; (v) ensure successful integration of
Banner with our company; and (vi) successfully launch certain Banner products in the global marketplace.

Harry R. Gill, III: (i) improve OE and Cost of Quality savings for CMO and PDS Operations; (ii) re-design
and implement One Patheon site Quality Organization; (iii) assist in the Banner integration; (iv) drive
implementation of key training initiatives; and (v) implement with I'T and Procurement a Vendor
Management Program.

Antonella Mancuso: (i) achieve certain financial goals, including achieving fiscal 2013 CMO revenue of
greater than $662.2 million; (ii) improve RFT and OTD to exceed 90% (iii) meet target procurement savings
goals of $7.4 million; (iv) assist in the Banner integration; (v) define specific talent upgrade and relative
development plan with all direct reports; (vi) OE, de-bottlenecking and Cost of Quality savings equal to or
greater than $26.5 million; and (vii) assist our Chief Executive Officer in review of strategic plan. Because
Ms. Mancuso was not employed by us at the time payout determinations were made under our 2013 Bonus
Plan, she was not eligible for payments thereunder.

11
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2013 Bonus Plan Results

The following table shows the percentage of achievement of the financial objectives applicable to our named
executive officers eligible for a bonus for fiscal 2013:

(in millions of US$ unless otherwise noted)

Financial Objective Target Actual Achievement (%)
Corporate Adjusted EBITDA 160.7 135.5 84.4
Corporate Net Free Cash Flow (7.5) (35.8) -378%
Corporate Revenue 1,040.8 1024.2 98.4

Because we did not achieve the minimum Corporate Adjusted EBITDA and Corporate Net Free Cash Flow objectives
under the 2013 Bonus Plan, our named executive officers were only eligible to receive payouts under the plan with
respect to the Corporate Revenue objective. Although we did not achieve the minimum Corporate Adjusted EBITDA
and Corporate Net Free Cash Flow objectives, our CHR Committee decided to award discretionary cash bonuses to
each of our named executive officers in addition to the amounts payable to these executive officers under the 2013
Bonus Plan.

Our CHR Committee determined that awarding these discretionary cash bonuses was consistent with its
pay-for-performance philosophy because, among other things, our CHR Committee determined we advanced our
initiatives with respect to site closures, operational excellence programs, procurement and activities related to the
integration of Banner and that each of our named executive officers serving at the end of fiscal 2013 achieved or made
substantial progress towards achieving his individual objectives as discussed above, which significantly contributed to
our company s success. In addition, our CHR Committee determined that the achievement of the Corporate Adjusted
EBITDA and Corporate Net Free Cash Flow objectives under the 2013 Bonus Plan (which metrics were not adjusted
following the acquisition of Banner) was negatively impacted by financing, transaction, synergy and operational costs
associated with the acquisition of Banner. In making this determination, our CHR Committee determined that the
Banner Acquisition was of strategic long-term importance to our company and, accordingly, did not believe it was
appropriate to penalize our named executive officers as a result of costs incurred during fiscal 2013 in connection with
this transaction.

The bonuses awarded to our named executive officers other than Ms. Mancuso were as follows:

2013 Total

Target Bonus Total Bonus

Fiscal Plan Discretionary  Bonus Paid

Target 2013 Bonus Paid Bonus Paid Paid (% of
Name (D Bonus $) $) &) (&) Target)
James C. Mullen 100% 900,000 168,750 638,370 807,120 89.7
Stuart Grant 45% 193,500 36,281 137,869 174,150 90.0
Michael Lytton 45% 180,000 33,750 128,250 162,000 90.0
Michael Lehmann 45% 175,500 32,527 140,948 173,475 98.8
Ageel Fatmi @ 40% 110,931 20,800 51,305 72,105 65.0
Harry R. Gill, IIT 45% 139,500 26,156 99,394 125,550 90.0
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(1) Ms. Mancuso s employment with Patheon ended on July 10, 2013. Since she was not employed with us at the time
of payout, she was not eligible for a discretionary bonus. Ms. Mancuso received termination benefits as described
below under Potential Payments upon Termination or Change in Control.

(2) In addition to the above-noted amounts, Dr. Fatmi also earned $35,336 under the 2012 Banner bonus plan, in
which he was a participant. This amount represents the total bonus payable under such plan for Banner s 2012
fiscal year (January 1 December 31, 2012).

Following the Banner Acquisition, the Corporate Net Free Cash Flow and Corporate Adjusted EBITDA targets were

not adjusted for the impact from acquisition, integration, and restructuring activities and costs. Revenue targets funded

for 2013, however, due to the costs of the diligence, acquisition, and restructuring from the Banner Acquisition, and
the EBITDA and Cash Flow targets were missed. Performance goals for our company for restructuring, synergy
savings, and OE targets were exceeded in 2013. As a result, the CHR Committee made a decision within plan
guidelines to provide discretionary bonus payments.

In setting the discretionary bonuses for each named executive officer (other than Ms. Mancuso), our CHR Committee
first determined the percentage of the named executive officer s target fiscal 2013 that it determined was appropriate
based on corporate and individual performance for fiscal 2013. With respect to our named executive officers other
than our Chief Executive Officer, this determination was based on the recommendation of our Chief Executive
Officer. Our CHR Committee then awarded a discretionary bonus in an amount that, combined with the amounts
payable under the 2013 Bonus Plan, would provide the named executive officer short-term cash incentive
compensation in an amount equal to the percentage of target bonus determined by our CHR Committee. In
determining the appropriate percentage of target for each named executive officer our CHR Committee and (as
applicable) our Chief Executive Officer considered the following:

12
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James C. Mullen: Our CHR Committee determined that a total short-term cash incentive award of 89.7% of
target was appropriate based on (i) leadership provided throughout the Banner integration and execution on
synergy and value creation targets; (ii) key contributions made during 2013 to improve revenue;

(iii) exceeding critical OE achievements; and (iv) valuation and viability assessments in connection with
strategic transactions.

Stuart Grant: Our CHR Committee determined, based on the recommendation of our Chief Executive
Officer, that a total short-term cash incentive award of 90.0% of target was appropriate based on (i) financial
leadership during the Banner integration; (ii) work to ensure financial improvements were made with respect
to spend which included procurement savings that exceeded expectations and process enhancements that
improved cost and cash management; and (iii) key contributions in valuation and viability assessments and
financing work in connection with strategic transactions.

Michael Lytton: Our CHR Committee determined, based on the recommendation of our Chief Executive
Officer, that a total short-term cash incentive award of 90.0% of target was appropriate based on

(i) leadership on critical OE achievements; (ii) integration of Banner business; and (iii) key contributions in
valuation and viability assessments in connection with strategic transactions.

Michael Lehmann: Our CHR Committee determined, based on the recommendation of our Chief Executive
Officer that a total short-term cash incentive award of 100.0% of target was appropriate based on

(i) achievements related to his PDS leadership role to include OE efforts and organizational design
enhancements; (ii) the creation and implementation of a PDS strategic plan to include the expansion of PDS
sites; and (iii) interim leadership of the Global Sales and Marketing function which resulted in improved
PDS and CMO sales performance for the year.

Ageel Fatmi: Our CHR Committee determined, based on the recommendation of our Chief Executive
Officer, that a total short-term cash incentive award of 65.0% of target was appropriate based on (i) the
creation of an executable product development plan for the Banner Life Sciences business; (ii) exceptional
performance on global product approvals including multiple products approved in United States, Europe and
Mexico; and (iii) assistance with the integration of Banner within our company.

Harry R. Gill, III: Our CHR Committee determined, based on the recommendation of our Chief Executive
Officer that a total short-term cash incentive award of 90.0% of target was appropriate based on
(i) exceeding targets with OE results; (ii) role in the Banner integration to drive quality processes across all
sites; and (iii) the implementation of key training initiatives across all sites which resulted in significant
improvements in site delivery and right first time targets.

Retention Bonuses Dr. Fatmi

In addition to the discretionary bonus and 2013 Bonus Plan payment that Dr. Fatmi received with respect to fiscal
2013 performance, Dr. Fatmi has also received and become eligible to receive certain retention bonuses in connection
with his continued service with our company. Under the VION Holding N.V. 2012 Retention Incentive Plan for
Banner Companies (the Retention Incentive Plan ), which we assumed in connection with the Banner Acquisition,
Dr. Fatmi received $701,354 as an incentive to remain employed by Banner through the closing date of the Banner
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Acquisition and received an additional $136,472 as an incentive to remain employed by us through the four months
following the closing date. VION Holding N.V. reimbursed us for all payments made to Dr. Fatmi under the Retention
Incentive Plan. In addition to these retention bonuses, prior to and in connection with our entry into a definitive
agreement to acquire Banner, Dr. Fatmi entered a change of control agreement with Banner, dated August 6, 2012, as
amended on October 24, 2012 (the Banner Change of Control Agreement ). The Banner Change of Control Agreement
required us to pay Dr. Fatmi a cash bonus equal to nine months base salary if Dr. Fatmi continued to be employed by
our company on December 14, 2013, the first anniversary of the Banner Acquisition. Because Dr. Fatmi satisfied this
condition of the Banner Change of Control Agreement, we paid him this retention bonus in December 2013. We
determined that this additional retention bonus was appropriate given Dr. Fatmi s importance to our company and to

the success of the Banner Acquisition.

Dr. Fatmi also received a total of $35,336 in additional bonuses earned in respect of the Banner 2012 fiscal year ended
December 31, 2012, under bonus arrangements that we assumed from Banner in connection with the acquisition. Of
this total, $1,359 was earned following the Banner Acquisition and is included in Dr. Fatmi s compensation for fiscal
2013.

Long-Term Incentives __Incentive Stock Option Plan

Overview

Long-term incentives are intended to motivate our named executive officers to achieve long-term corporate goals and
to ultimately reward them for excellent corporate performance. Long-term incentives do not influence any other
element of compensation. Our stock option plan is designed to grant options to our named executive officers, directors
and certain other persons in order to (i) encourage their productivity in furthering our growth and development;

(ii) assist us in retaining and attracting executives with experience; and (iii) give us the ability to reward significant
performance achievements.
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Fiscal 2013 Grants

In connection with his hiring, we granted Mr. Lehmann 300,000 options. Our CHR Committee approved this award to
induce Mr. Lehmann to join our company based on his experience, skills and compensation received from former
employers, while also providing a significant incentive for him to increase shareholder value. In addition, in
connection with his appointment as Interim Executive Vice President, Global Sales & Marketing, we granted

Mr. Lehmann 50,000 options. Our CHR Committee believes that this grant was appropriate in recognition of his dual
role.

In connection with the addition of oversight of environmental, health and safety matters to Mr. Gill s role, we granted
Mr. Gill 50,000 options. Our CHR Committee believes that this grant was appropriate to compensate Mr. Gill for his
additional duties.

In connection with the acquisition of Banner and the transition of Dr. Fatmi to the position of Executive Vice
President, Global Research & Development and Chief Scientific Officer for Patheon, we granted Dr. Fatmi 90,000
options. Our CHR Committee believes that this grant was appropriate to retain and incentivize Dr. Fatmi.

Equity Award Grant Practices

Our stock option grant practices provide that we may not issue options during a blackout period as defined in our
trading policies. Quarterly blackout periods begin two weeks before the end of each fiscal quarter and end at the close
of business on the second business day following the public release of our quarterly or annual financial results. In
addition, supplemental blackout periods are imposed to allow the receipt of material information by the market or in
certain cases as determined by our Chief Executive Officer or General Counsel.

Perqguisites and Personal Benefits

We provide certain perquisites and personal benefits to recruit and retain our named executive officers. The level of
perquisites and personal benefits provided to our named executive officers does not influence any other element of
compensation.

Our group benefits are intended to provide competitive and adequate protection in case of sickness, disability or death.
We offer health, dental, pension or retirement, life insurance and disability programs to all of our employees on the
same basis. In addition, our named executive officers receive certain enhanced benefits for medical, dental, vision, life
insurance and disability, including premium waivers and enhanced coverage.

In addition to enhanced health, life insurance and related benefits, during fiscal 2013, certain of our named executive
officers received automobile allowances or the use of a company car, and certain of our named executive officers
received relocation benefits and incentives (and related tax gross-ups) to offset the cost of their relocation to our U.S.
headquarters.

Benefits Relating to Termination and Change in Control
Our named executive officers are covered by termination and change in control provisions in their employment
agreements. The events that trigger payment under these arrangements were determined through the negotiation of the

applicable employment agreement. In addition, our stock option plan and certain of the award agreements entered into
thereunder contain change in control provisions.
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Risk Management

Our CHR Committee and our Board endeavor to design our compensation programs to help ensure that these
programs do not encourage our executive officers to take unnecessary and excessive risks that could harm our
long-term value. We believe that the following components of our executive compensation program, which are
discussed more fully above, discourage our executive officers from taking unnecessary or excessive risks:

Base salaries and personal benefits are sufficiently competitive and not subject to performance risk.

The vesting periods of our stock option awards are designed to better align our executives interests with the
long-term interests of our shareholders.

Corporate and individual performance objectives for our executive officers are generally designed to be
achievable with sustained and focused effort.
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Minimum thresholds apply to all components of our annual incentive plans for both (i) the funding of the
plans and (ii) payout levels of performance objectives, including individual performance objectives.

Our annual incentive plans are, subject to applicable regulations, discretionary, and we have documented our
reserved right to amend or discontinue our incentive plans at any time with or without notice.

In order for an employee to receive a payout under one of our annual incentive plans, he or she must be
employed at the time of payout, unless our CHR Committee determines otherwise.

In order for an employee to be an eligible participant in one of our annual incentive plans, he or she must
have completed at least three months of active employment with us prior to the applicable fiscal year s end.
Tax and Accounting Considerations

Tax and accounting considerations generally do not have a material impact on our compensation decisions. However,
our CHR Committee does consider the accounting and cash flow implications of various forms of executive
compensation.
In our consolidated financial statements, we record salaries and bonuses as expenses in the amount paid or to be paid
to the named executive officers. Accounting rules also require us to record an expense in our consolidated financial
statements for stock option awards, even though such awards are not paid as cash to employees. Our CHR Committee
believes that the many advantages of equity compensation more than compensate for the non-cash accounting expense
associated with it.
Policy with Respect to Short-Term Trading and Short Selling
Under our trading policy, except with the prior approval of our Chief Executive Officer or our General Counsel, our
directors, officers and certain designated employees may not buy and sell, or sell and buy, our restricted voting shares
within a six-month time period. Our directors, officers and certain designated employees are also prohibited from
short selling our restricted voting shares.
Compensation Committee Report
The Compensation and Human Resources Committee has reviewed and discussed the Compensation Discussion and
Analysis with management and, based on such review and discussions, recommended to the Board that the
Compensation Discussion and Analysis be included in this annual report on Form 10-K.
THE COMPENSATION AND HUMAN RESOURCES COMMITTEE
Michel Lagarde, Chair
Daniel Agroskin
Joaquin B. Viso

Compensation Program Risk Assessment
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We have conducted a risk assessment of our compensation policies and practices for all of our employees (not just our
executive officers). Based on this review, we concluded that risks arising from our compensation policies and
practices for our employees are not reasonably likely to have a material adverse effect on us. Our risk assessment
included a review of program policies and practices; program analysis to identify risk and risk control related to the
programs; and determinations as to the sufficiency of risk identification, the balance of potential risk to potential
reward, risk control and the support of the programs and their risks to our strategy. Although we reviewed all
compensation programs, we focused on the programs with variability of payout (e.g., short-term and long-term
incentive programs), with the ability of a participant to directly affect payout and the controls on participant action and
payout. As part of our review, we specifically noted the following factors that reduce the likelihood that excessive risk
taking would have a material adverse effect on us: (i) a strong internal control structure, including business, legal and
finance review of our customer contracts prior to entry into such contracts; (ii) payment to our employees of
competitive base salaries and benefits that are not subject to performance risk; and (iii) a mix between cash and
noncash and short-term and long-term compensation.
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Summary Compensation Table

Non-Equity
Option Incentive PlanAll Other
Fiscal Salary Bonus Awards Compensationmpensation Total
Name and Principal Position Year $ D $ %> WD $® &)
James C. Mullen 2013 900,000 638,370 168,750 17,884 1,725,004
Chief Executive Officer 2012 900,000 1,000,000 65,354 1,965,354
Stuart Grant 2013 430,000 137,869 36,281 112,099 716,249
Executive Vice President, 2012 305,123 200,000 1,042,500 17,219 1,564,842

Chief Financial Officer
Michael Lehmann 2013 390,000 140,948 658,500 32,527 124,832 1,346,807
President, Global Pharmaceutical

Development Services & Interim

Executive Vice President, Global

Sales & Marketing
Michael E. Lytton 2013 400,000 33,750 128,250 26,154 588,154
Executive Vice President, 2012 400,000 200,000 358,750 27,061 985,811

Corporate Development and

Strategy and General Counsel
Ageel Fatmi 2013 283,505 187,777 153,000 22,159 25,174 671,614
Executive Vice President, Global

Research & Development and

Chief Scientific Officer

Harry R. Gill, IIT 2013 312,000 99,394 148,500 26,156 29,884 615,934
Senior Vice President, Quality

and

Continuous Improvement

Antonella Mancuso () 2013 289,303 624,658 913,961
President, Global Commercial 2012 351,958 210,000 604,316 229,406 1,395,680
Operations and Chief

Manufacturing Officer

ey
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We have entered into employment agreements with each of our named executive officers that set an initial base
salary at the time of hire. Thereafter, base salary for our Chief Executive Officer is determined by our Board, and
base salary for our other executive officers is approved by our CHR Committee. See =~ Compensation Discussion
and Analysis Fixed Compensation Base Salary.

The amounts shown in this column for Messrs. Mullen, Grant, Lehmann, Lytton and Gill represent discretionary
bonuses awarded by our CHR Committee for fiscal 2013 performance. With respect to Dr. Fatmi, the amount
reported includes a discretionary bonus awarded by our CHR Committee for fiscal 2013 performance of $51,305,
and a retention incentive bonus of $136,372 that Dr. Fatmi earned under the Retention Incentive Plan for service
to us following the completion of the Banner Acquisition. Under the Retention Incentive Plan, 