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Forward-Looking Statements

This Form 10-K contains forward-looking statememitihin the meaning of Section 21E of the Securikgshange Act of 1934, as
amended, and Section 27A of the Securities Ac98B]l as amended, relating to our business anddialamutiook, which are based on our
current beliefs, assumptions, expectations, estismddbrecasts and projections. In some cases,aidentify forward-looking statements by
terminology such as “may,” “will,” “should,” “expés,” “plans,” “anticipates,” “believes,” “estimatésprojects,” “intends,” “predicts,”
“potential” or “continue” or other comparable termalogy. These forwartboking statements are not guarantees of our fygar®rmance ar
involve risks, uncertainties, estimates and assiamgthat are difficult to predict. Therefore, @atual outcomes and results may differ
materially from those expressed in these forwaakilog statements. You should not place undue rediam any of these forward-looking
statements. Further, any forward-looking staterspeiks only as of the date on which it is made vadndertake no obligation to update
any such statement, or the risk factors describéttim 1A under the headinBisk Factors to reflect new information, the occurrence of
future events or circumstances or otherwise.

The forward-looking statements in this filing daticonstitute guarantees or promises of future perdmce. Factors that could cause or
contribute to such differences may include, butrenelimited to, risks relating to the expectedesabdf our products, including recently
launched products, unanticipated expenditures,gihgnelationships with customers, suppliers, sgat partners and lenders, changes to and
the interpretation of governmental regulations,résolution of pending litigation matters (includiour indemnification obligations with
respect to certain product liability claims agaim@std the government investigation of, our fornparss medicine global business unit) (as
further described in théegal Proceedingssection of this Form 10-K), our ongoing compliatdigations under a corporate integrity
agreement with the Office of Inspector Generahef Department of Health and Human Services (amdeterms of probation) and a
deferred prosecution agreement with the U.S. Depnt of Justice, risks relating to the protectibmtellectual property, changes to the
reimbursement policies of third parties, the impEfatompetitive products, changes to the competigmvironment, the acceptance of new
products in the market, conditions of the orthopéddustry, credit markets and the economy, coteatavelopment and market development
activities, including acquisitions or divestituresexpected costs or operating unit performaneaeaelto recent acquisitions, and other risks
described in Item 1A under the headiRisk Factorsin this Form 10-K.
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PART |

Iltem 1. Business

In this Form 10-K, the terms “we”, “us”, “our”, “Orthofix” and “our Company” refer to the combined ajp#ions of all of Orthofix
International N.V. and its respective consolidasetbsidiaries and affiliates, unless the contextinezs otherwise

Company Overview

We are a diversified, global medical device compfamyised on developing and delivering innovatiygaieand regenerative solutions
to the spine and orthopedic markets. Our produetslesigned to address the lifelong bone-and-jaalth needs of patients of all ages,
helping them achieve a more active and mobiletiiffesWe design, develop, manufacture, market asirilbute medical equipment used
principally by musculoskeletal medical specialfstsspine and orthopedic applications. Our mairdpris are spinal implant products and
related human cellular and tissue based produet€ T/P products”) used in surgical procedures, muasive regenerative stimulation
products used to enhance bone growth and the sutesof spinal fusions and to treat non-unionténaes, external and internal fixation
devices used in fracture repair, limb lengthenind hone reconstruction. Our products also inclumteelcement and devices for removal of
bone cement used to fix artificial implants.

We have administrative and training facilities lne tUnited States (“U.S.”), Brazil, and Italy andmaacturing facilities in the U.S., the
United Kingdom, and Italy. We directly distributargroducts in the U.S., the United Kingdom, ItaBermany, Switzerland, Austria, France,
Belgium, Brazil and Puerto Rico. In several otharkets we distribute our products through indepehdestributors.

Orthofix International N.V. is a limited liabilitgompany operating under the laws of Curacao. Thapgamy was formed on October :
1987 under the laws of the Netherlands Antilleghwhe principal executive office in the Netherlakhtilles on the island of Curacao.
Curacgao became a separate and autonomous cour@rgtober 10, 2010. Our executive offices in Curag@olocated at 7 Abraham de
Veerstraat, Curacao. Our filings with the Secusis@dd Exchange Commission (the “SEC”"), includingAnnual Report on Form 10-K,
Quarterly Reports on Form 10-Q, Current Reportfam 8-K, Annual Proxy Statement on Schedule 14é @anendments to those reports,
are available free of charge on our website as asarasonably practicable after they are fileth vat furnished to, the SEC. Information on
our website or connected to our website is notripo@ted by reference into this Form 10-K. Our iné&t website is located at
http://www.orthofix.com. Our SEC filings are alseadlable on the SEC Internet website at http://wsag.gov.

Business Strategy
Our business strategy is to develop and delivesvative repair and regenerative solutions to theespnd orthopedic markets in order
to minimize pain and restore mobility. Our stratégygrowth and profitability includes the followgninitiatives by global business unit:

Spine: Provide a portfolio of repair and regenerative picid that allow physicians to successfully treaa@ety of spinal conditions. Our
main tactics and objectives are:

. Concentrate our focus on expanding our currentirgypa regenerative product offerir

. Enhance our geographic coverage in the U.S. aediationally;

. Expand breadth and depth of acc«level, customer bas

. Leverage integrated global business unit strudtupromote cros-selling market opportunities; ai

. Differentiate emerging biologics offering so aptuentially promote pi-through for best in class implan

Orthopedics: Provide a portfolio of repair and regenerative piatd that allow physicians to successfully treatiaety of orthopedic
conditions ranging from fracture management to hafiy correction. Our main tactics and objectives: a

. Expand and strengthen our leadership positionnat@nally in fixation hardware markets with oupaér solutions

. Improve our U.S. market penetration by leveragiogecompetency in foot and ankle products and ptemoll-through of
key; regenerative stimulation and biologics solusicanc

. Continue to develop fracture repair solutions feclisn providing treatment options for the boneinggbrocess

Other Financial and Business Initiatives:

. Focus on research, development and clinical outsatata activities to ensure an appropriate retarthese investments
and increase the probability of commercial succ

. Continue to expand applications for our productsitiizing synergies among our core technolog

. Continue to enhance physician relationships thragbnsive product education and training prograand

. Continue to strengthen contracting, reimbursemgationships and billing capabilitie
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Business Segments

Our segment information is prepared on the samis bz management reviews the financial informmafar operational decision
making purposes. We manage our business by ougltvbal business units (“GBUSs”), which are comprisé&pine and Orthopedics
supported by Corporate activities. These GBUs sgethe segments for which our Chief Operatingifiat Maker (the “CODM”) reviews
financial information and makes resource allocatlenisions among business units. Accordingly, egngent information has been prepared
based on our two GBUs reporting segments. Thesasdgments are discussed below.

Spine

Spine provides a portfolio of repair and regengeagiroducts that allow physicians to successfutigtta variety of spinal conditions.
This global business unit specializes in the desigrelopment and marketing of the Comparspinal repair products along with regener:
stimulation and biologics products used in spingiaptions. Spine distributes its products throagtetwork of distributors, sales
representatives and affiliates. This global businest uses both direct and distributor sales sspr&tives to sell spine products to hospitals,
doctors and other healthcare providers, globally.

Orthopedics

Orthopedics provides a portfolio of repair and regrative products that allow physicians to sucedlystreat a variety of orthopedic
conditions unrelated to spine. This global busingssspecializes in the design, development andkeatimg of the Company’s orthopedic
repair products along with regeneration stimulatiod biologics products used in orthopedic appboat Orthopedics distributes its products
through a network of distributors, sales represems and affiliates. This global business unitauseth direct and distributor sales
representatives to sell orthopedics products tpitads, doctors and other healthcare providerd)ajly.

Corporate

Corporate activities are comprised of the operatixggenses of Orthofix International N.V. and itéditmgy company subsidiaries, along
with activities not necessarily identifiable withime two GBUS.
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Business Segments by GBU:

The table below presents external net sales fdiradng operations by GBU reporting segment:

External Net Sales by GBL
Year ended December 31

(US$ in thousands’ 2012 2011 2010
Percent o Percent o Percent o
Total Net Total Net Total Net
Net Sales Sales Net Sales Sales Net Sales Sales
Spine
Spine Repair Implants and Regenerative Biolo $147,20t 32%  $143,77! 31%  $133,83: 29%
Spine Regenerative Stimulati 164,68! 35% 160,44. 34% 172,57: 38%
Total Spine 311,89 67% 304,21° 65% 306,40 67%
Orthopedics 150,42t 33% 165,90« 35% 154,22! 33%
Total Net Sale: $462,32( 100%  $470,12: 100%  $460,62 10(%

Additional financial information regarding our bness segments can be found in Item 7 under thaenggddanagement’s Discussion
and Analysis of Financial Condition and Result©gpkrations”, as well as in Iltem 8 under the heatiiigancial Statements and

Supplementary Data”.

Our segment information is prepared on the samis b# our management reviews the financial inftion for operational decision

making purposes.

Products

Our revenues are generally derived from the sdlpsonlucts and marketing service fees in two G&$pine (which is comprised of «
Spine Repair Implants and Regenerative Biologickam Spine Regenerative Stimulation) and Orthaggedivhich accounted for 67% and
33%, respectively, of our total net sales in 2(Marketing service fee sales is comprised of sal@sinity Evolution ® in Spine and

Orthopedic applications.
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The following table identifies our principal prodedy trade name and describes their primary squdics:

Product
Spinal Regenerative Solutions
Cervical-Stim ®

Spinal-Stim ®

Alloguent ® Allografts

Trinity Evolution ®

Collage ™ Synthetic Osteoconductive Scafi
Spinal Repair Solutions

3 Degree ™ /Reliant ™ Anterior Cervical Plating

System:s

Hallmark® Anterior Cervical Plate Syste

Ascent ® LE Posterior Occipital Cervico-Thoracic

(“POCT") System

NewBridge® Laminoplasty Fixation System
Construx ® Mini PEEK Spacer System
CONSTRUX®Mini PTC(TM) PEEK Titanium
Composite Spacer System

Construx ® PEEK VBR System

NGage® Surgical Mesh System

PILLAR ™ PL & TL PEEK VBR System
FORZA™ Spacer System

PILLAR ™ AL PEEK Partial VBR System
PILLAR ™ SA PEEK Spacer System
Firebird ™ Spinal Fixation System
Firebird ™ Deformity Correction System

Phoenix ™ Minimally Invasive Spinal Fixation
System

SFS ™ Spinal Fixation System

ICON ™ Spinal Fixation System

Primary Application

Pulsed electromagnetic field (“PEMF”") non-invasaegvical spine regenerative
stimulator used to enhance bone gro

PEMF non-invasive lumbar spine regenerative stitoulased to enhance bone
growth

Interbody devices made of cortical bone that aségihed to restore the space that
has been lost between two or more vertebrae daelémenerated di:

An allograft with viable cells used during surgémat is designed to enhance the
success of a spinal fusion proced

A bone void filler
Plating systems implanted during anterior cervapahe fusion procedures

A cervical plating system implanted during antedervical spine fusion procedul

A system of pedicle screws and rods implanted dugiposterior spinal fusion
procedure involving the stabilization of severajjeleerated or deformed cervical
vertebrae

A device implanted during a posterior surgical gere designed to expand the
cervical vertebrae and relieve pressure on theakpanal

Smaller, unibody versions of the Construx PEEK VBtem, implanted as a
cervical interbody or partial vertebrectomy solat

A cervical interbody with porous titanium end pkthat may promote bone
ingrowth and a PEEK core to maintain imaging cherastics.

A modular device implanted during the replacemédmtegenerated or deformed
spinal vertebrae to provide additional anteriorpsurp

A modular metallic interbody implant placed betwéen vertebrae designed to
restore disc space and increase stability thab&es lost due to degeneration or
deformity

Interbody devices for Posterior Lumbar Interbodgibn (“PLIF") and Trans-
laminar Lumbar Interbody Fusio*TLIF") procedure:

Interbody devices for Posterior Lumbar InterbodgiBn (“PLIF") and Trans-
laminar Lumbar Interbody Fusio“TLIF") procedure:

An intervertebral body fusion device for Anterionabar Interbody Fusion
(“ALIF") procedure:

An intervertebral body fusion device that incorgesascrew fixation to optimize
implant stability

A system of rods, crossbars and modular pedicknscdesigned to be implanted
during a posterior lumbar spine fusion procec

An extension to the Firebird TM Spinal Fixation &m which provides additional
instrument and implant options for complex tho-lumbar spine procedur:

A multi-axial extended reduction screw body usethwhe Firebird TM Spinal
Fixation System designed to be implanted duringstgrior thoraco-lumbar spine
fusion procedur

A system of screws, hooks, rods, spacers, stapleshers, dominos, lateral offsets,
cross-connectors which provides simple, reliablé @mprehensive stabilization
solution for spinal nc-cervical fixation

Multi axial pedicatews, mono axial pedicle screws, reduction screetsscrews,
multi-axial bodies, offset bodies, cross connectors add that allow the surgeon
build a spinal implant construct. The ICON ™ Mod@lginal Fixation System is



intended for posterior, non cervical pedicle figpat

ProView ™ Minimal Access Portal (“MAP”) System  An instrument system for minimally invasive postedumbar spinal fusion,
including tubular and expandable retractors, aytareous screw delivery system
and the ONYX ™ System for Disc removal and integbsgace preparatic

Unity ® Lumbosacral Fixation Syste A plating system implanted during anterior lumbgins fusion procedure

TDX ™ Posterior Dynamic Stabilization A posterior dynamic rod allowing natural movementthe treated segments of the
lumbar spine (Currently only available for salesidé¢ the U.S.

In Swing ™ Interspinous Process Spacer An implant placed between the spinous processt#tedfimbar spine, designed to
widen the canal and decompress the symptomatit (Everently only available for
sale outside the U.S

7
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Product
Orthopedic Repair Solutions
Fixation

Eight-Plate Guided Growth Syste®

Limb Reconstruction System (“LRS”) and LRS
ADVanced

TrueLok ™

TL-HEX™ TrueLok™ Hexapod System(TL-HEX)
Galaxy Fixation ™ System

PREFIX ™ and PREFIX ™
VeroNail® Trochanteric Nailing Systel
Centronail® Titanium Nailing Systen
Cemex®

OSCAR

Centronail ® Ankle Compression Nailing System
(ACN)

Contours® Lapidus Plating System (LP.
Contours® Proximal Humerus Plate (PH
Contours® Volar Plating System (VPS) |
Collage™ Synthetic Osteoconductive Scaffc

Orthopedic Regenerative Solutions
Physio-Stim ®

Trinity Evolution ®

Collage ™ Synthetic Osteoconductive Scafi

Primary Application

External fixation and internal fixation, includitige Sheffield Ring, limb-
lengthening systems, DAF, ProCal®, XCaliber ™ and Gotfried PC.C®

Treatment for bowed legs or knock knees of chilc
External fixation for lengthenings and correctiafigieformity

Ring fixation system for limb lengthening and defityy correction

Hexapod external fixation system for trauma anaieity correction with
associated softwal

External fixation system for temporary and defirgtiracture fixation, including
anatomical specific clamp

External fixation range for temporary fixation o&étures in traum
Trochanteric titanium nailing system for hip frasts

Complete range of intramedullary nails including thumeral Nai
Bone cemen

Ultrasonic bone cement remoy

A differentiated solution for hindfoot fusions

A plate design contoured specifically for a tarstateesal (TMT) fusior
An innovative plating solution for fraction fixaticof the proximal humeru
The 3rd generation of plates to treat distal raétiastures

A bone void filler

PEMF long bone non-invasive regenerative stimulagad to enhance bone growth
in non union facture

An allograft with viable cells used during surgémat is designed to enhance the
success of a bone fusion proced

A bone void filler

We have proprietary rights in all of the above prad with the exception of Cemex ®, Eight-Plated&di Growth System ® and
Contour VPS ®. We have the exclusive distributiights for the Cemex ® in Italy and for the Eight#® Guided Growth System ® and

Contour VPS ® worldwide.

We have numerous trademarked products and seividesling but not limited to the following: Orthafi®, Blackstone ®, Spinal-Stim
®, Cervical-Stim ®, Origen ™ DBM, 3 Degree ™, Relid“, Hallmark ®, Firebird ™, Ascent ®, Construx Bnity ®, NGage ®,
Newbridge®, Trinity Evolution ®, PILLAR ™, Alloquent ®, Proiéw ™, ProCallus ®, XCaliber ™, VeroNail ®, Centah®, PREFIX ™,
Gotfried PC.C.P ®, Physio-Stim ®, TrueLok ™, Galdiyation™ System and TL-HEX™.

Spine

Neck and back pain is a common health problem famympeople throughout the world and often requstggical or non-surgical
intervention for improvement. Neck and back protdeare usually of a degenerative or neurologicalneadnd are generally more prevalent
among the older population. As the population ageshelieve physicians will see an increasing nunab@atients with degenerative spine
issues who wish to have a better quality of lifertithat experienced by previous generations. Tieatwptions for spine disorders are
expected to expand to fill the existing gap betweamservative pain management and invasive surgtains, such as spine fusion.

We believe that our Spine products are positioneatiiress the needs of spine patients both opelatind post-operatively. Our
products currently address the cervical fusion sagras well as the lumbar fusion segment whichaddrgest sub-segment of the spine

market.

We offer a wide array of spinal repair productsdudering surgical procedures intended to treatreetyaof spine conditions. Many of
these surgeries are fusion procedures in the @timracic and lumbar spine that utilize metaktgs, rods and screws, interbody spacers, or
vertebral body replacement devices, and HCT/P,akas interbody spacers to promote bone growth.
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Additionally, regenerative stimulators used in gpiapplications are designed to enhance bone gramdtthe success rate of certain
spinal fusions by stimulating the body’s own natiealing mechanism post-surgically. These nonsiweaportable devices are intended to
be used as part of a home treatment program ploesicby a physician.

Spinal Repair Solutions

The human spine is made up of 33 interlocking \xete that protect the spinal cord and provide sirat support for the body. The top
seven vertebrae make up the cervical spine, whaelstthe weight of the skull and provides the highenge of motion. The next 17 mobile
vertebrae encompass the thoracic and lumbar, caicblumbar, sections of the spine. The thoracioesfil2 vertebrae) helps to protect the
organs of the chest cavity by attaching to thecage, and is the least mobile segment of the spimelumbar spine (five vertebrae) carries
greatest portion of the bodyiveight, allowing a degree of flexion, extension aotation thus handling the majority of the bergdnovement
Additionally five fused vertebrae make up the sat(part of the pelvis) and four vertebrae makehgpfinal part of the spine, the coccyx.

Spinal bending and rotation are accomplished thidhg vertebral discs located between each vertelaeh disc is made up of a tough
fibrous exterior, called the annulus, which surmgia soft core called the nucleus. Excess presgei@;mities, injury or disease can lead to a
variety of conditions affecting the vertebrae amtslthat may ultimately require medical interventin order to relieve patient pain and
restore stability in the spine.

Spinal fusion is the permanent union of two or margebrae to immobilize and stabilize the affeqiedion of the spine. Most fusion
surgeries involve the placement of a bone grafveeh the affected vertebrae, which is typicallydhialplace by metal implants that also
provide stability to the spine until the desiredwth of new bone can complete the fusion procelsses& implants typically consist of some
combination of rods, screws and plates that arggyded to remain in the patient even after the fusias occurred.

Most fusion procedures performed on the lumbar afd¢lae spine are done from the posterior, or batkle the majority of cervical
fusions are performed from the anterior, or frafithe body. However, the growing use of mesh cagesother interbody devices has
resulted in the increasing use of an anteriorramtél, approach to many lumbar surgeries. Inteylielices are small hollow implants
typically made of either bone, metal or a thermsiitacompound called Polyetheretherketones (“PEEK&} are placed between the affected
vertebrae to restore the space lost by the degededézsc. The hollow spaces within these interbadelyices are typically packed with some
form of bone grafting material designed to accedetiae formation of new bone around the graft whilttmately results in the desired fusion.

Our products provide a wide array of implants deseyfor use primarily in cervical, thoracic and hem fusion surgeries. These
implants are made of metal, bone, or PEEK. Add&lyn Spinal Implants and Biologics’ product potifoincludes a unique allograft with
viable cells HCT/P bone grafting product callednitsi Evolution ®.

The majority of implants offered by our producte arade of titanium metal. This includes the 3 Dedie Reliant ™ and Hallmark ®
cervical plates. Additionally, the Spinal Fixati8ystem (“SFS"), the Firebird ™ Spinal Fixation &yas, the Phoenix ™ Minimally Invasive
Spinal Fixation System, the Ascent ® and AscentBRROCT Systems are sets of rods, crossbars andssatgich are implanted during
posterior fusion procedures. The Firebird ™ Modualad pre-assembled Spinal Fixation System are weditp be used in either open or
minimally-invasive posterior lumbar fusion proceesiwith our product ProView ™ MAP System. We alffercspecialty plates that are used
in less common procedures, and as such, are natfatanred by many device makers. These speciatggplnclude the Newbridge ®
Laminoplasty Fixation System that is designed toagexi the cervical vertebrae and relieve pressutbeapinal canal, as well as the Unity ®
plate which is used in anterior lumbar fusion prhges.

We also offer a variety of devices made of PEEKI|uding vertebral body replacements and interbaalyicks. Vertebral body
replacements are designed to replace a patiergesngeated or deformed vertebrae. On the other latedbody devices, or cages, are
designed to replace a damaged disc, restoringptmeghat had been lost between two vertebraealpaplants and Biologics also offers the
NGage® Surgical Mesh System made of titanium metal.
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Spinal Regenerative Solutions

We are also a distributor of HCT/P products inahgdinterbody implants made of human cadaveric libathave been harvested from
donors and carved by a machine into a desired shapea unique allograft in Trinity Evolution ® Witiable cells that is intended to enhance
a patient’s ability to quickly grow new bone aroumdpinal fusion site. This product contains lidellastem cells harvested from human
cadaveric donors and is intended to be a safeplsimlternative to an autograft, which is commamdyformed in connection with a spine
fusion procedure. An autograft involves a sepasatgical incision in the patient’s hip area in artieharvest the patient’s own bone to be
used during the fusion procedure. An autograft @doce adds risk of an additional surgical procedue related patient discomfort in
conjunction with the spinal fusion.

In addition to our Spinal Repair Solutions we off@p spinal regenerative stimulation devices, Sp8tan ® and Cervical-Stim ®,
through our subsidiary, Orthofix Inc. Our stimudatiproducts use a PEMF technology designed to eehtéve growth of bone tissue
following surgery and are placed externally over ¢ite to be healed. Research data shows thattdFRignal induces mineralization and
results in a process that stimulates new regereratithe spinal fusion site. We have sponsoreepieddent research at the Cleveland Clinic,
New York University and University of Medicine abentistry of New Jersey, where scientists conduatgchal and cellular studies
identify the mechanisms of action of our PEMF slgrmm bone and efficacy of healing. From this dffartotal of six studies have been
published in peer-reviewed journals. Among othsights, the studies illustrate positive effect®&MF on callus formation and bone
strength as well as proliferation and differentatdf cells involved in regenerative and healingrtikermore, we believe that the research
work with Cleveland Clinic allowing for characteatron and visualization of the Orthofix PEMF wauefois paving the way for signal
optimization for a variety of new applications andications. This collection of pre-clinical datig with additional clinical data could
represent new indicator opportunities for our regetive stimulation solutions.

Some spine fusion patients are at greater rislobaohieving a solid fusion of new bone aroundftisgon site. These patients typically
have one or more risk factors such as smoking,igb@sdiabetes, or their surgery involves the s&wvi of a failed fusion or the fusion of
multiple levels of vertebrae in one procedure. these patients, postirgical regenerative stimulation has been shovaigtaficantly increas
the probability of fusion success. Spinal-Stim @& ison-invasive spinal fusion stimulator system owrctially available in the U.S. since
1990 and approved in Europe. Spinal-Stim ® is desigfor the treatment of the lower thoracic anddanregions of the spine. The device
uses proprietary technology and a wavelength teigéa a PEMF signal. The U.S. Food and Drug Adrratisn (the “FDA”) has approved
Spinal-Stim ® as a spinal fusion adjunct to incesti® probability of fusion success and as a naratjve treatment for salvage of failed
spinal fusion at least nine months post-operatively

Our Cervical-Stim ® stimulator product remains tidy FDA-approved bone growth stimulator on the keaindicated for use as an
adjunct to cervical (upper) spine fusion surgerpatients at high-risk for non-fusion. The FDA apygad this device in 2004, and it has been
commercially available in the U.S. since 2005.

Orthopedics
The medical devices offered in our Orthopedics gldiusiness unit include both repair and regeneratblutions.

Orthopedic Repair Solutions

Our fracture repair products consist of fixatiowides designed to stabilize a broken bone untiit heal. Our fracture repair products
come in two main types: external devices and irtiedevices. With these devices, we can treat simpiecomplex fracture patterns along
with achieving deformity corrections.

External Fixation

External fixation devices are used to stabilizetitees from outside the skin with minimal invasioto the body. These fixation devices
use screws that are inserted into the bone onresitie of the fracture site, to which the fixatody is attached externally. The bone segments
are aligned by manipulating the external devicagipiatented ball joints and, when aligned, aredddk place for stabilization. We believe
that external fixation allows micromovement at fteeture site, which is beneficial to the formatmimew bone. External fixation may also
be used as temporary devices in complex trauma tastabilize the fracture prior to treating ifidiéively. We believe that external fixation
is among the most minimally invasive surgical opsidor fracture management. Also, we believe egldiration is the ideal treatment opti
for highly complex fractures, or patients whichlude fractures close to the joints, or patienthwkitown risk factors or co-morbidities.

External devices are designed in large part toseel ior the same types of conditions that candsgdd by internal fixation devices. T
difference is that the external fixator is a momeral or circular device attached with screws mftlactured bone from outside the skin of the
arm or leg. The choice of whether to use an intesnaxternal fixation device is driven in largerply physician preference although it may
also be related to the fracture complexity and@natal location. Some patients, however, favorrimaéfixation devices for aesthetic reasc

10



Table of Contents

The Limb Reconstruction System (“LRS¥$es callus distraction to lengthen bone in a tyadgéprocedures. It can be used in monofi
lengthening and corrections of deformity. Its nfoltal procedures include bone transport, simultas@@mpression and distraction at
different sites, bifocal lengthening and correctidrdeformities with shortening. In 2009, recenpiovements on size, flexibility and ease of
use were implemented for the release of the LRS AXéd.

Our newest external fixation product Galaxy Fixafié which was released in 2012, incorporates arsiirad combination of
clamps with both pin-to-bar and bar-to-bar coupliagabilities that provide a complete range of igptibns and reduces inventory. It also
includes specific units for the elbow and shouldéhile the rigidity and stability allows for use definitive fixation, the design also addres
the need for rapid stabilization needed for tempofiaation in large trauma centers.

The TrueLok ™ Ring Fixation System is a surgeongtexd, lightweight external fixation system for brfengthening and
deformity correction. In essence, a ring fixati@mstruct consists of circular rings and semi-cac@xternal supports centered on the patent’
limb and secured to the bone by crossed, tensiaired and half pins. The rings are connected eatrio provide stable bone fixation. The
main external connecting elements are threaded liodsr distractors, or hinges and angular distraowhich allow the surgeon to adjust the
relative position of rings to each other. The nugitions are manipulated either acutely or grdguaiminute increments to perform the
correction of the deformity, limb lengthening, ame segment transportation as required by the sargéreated with pre-assembled function
blocks, we believe TrueLok ™ is a simple, stablrsatile ring fixation system superior to the ttiadial Ilizarov ring system.

Building on the TrueLok™ brand, in the internatibmaarkets, TL-HEX™ TrueLok Hexapod System, wasaet in 2012. TL-
HEX™ is a hexapod-based system designed at TexatisBcRite Hospital for Children as a three-dinienal bone segment reposition
module to augment the previously developed Trudtake. In essence, the system consists of cirauldrsemi-circular external supports
secured to the bones by wires and half pins amiddabnected by six struts. This allows multi-plaadjustment of the external supports. The
rings position is adjusted either rapidly or grdbjua precise increments to perform bone segmepositioning in three-dimensional space.
All components of the TL-HEX™ are compatible wittetTrueLok™ Ring Fixation System; therefore extesugports from both systems
can be connected to each other when building tirablocks. All the basic components from the Truel®oRing Fixation System (wire and
half pin fixation bolts, posts, threaded rods, gdatis well as other assembly components and instrtation) should be utilized with the TL-
HEX™. As with any other hexapod-type external forafor successful application of the TL-HEX™ as@dated software is available
( www.tlhex.com)

Another one of our external fixation devices is ¥@aliber ™ fixator, which is made from a lightwhigadiolucent material and
provided in three configurations to cover long bénaetures, fractures near joints and ankle fragtuihe radiolucency of XCaliber ™
fixators allows X-rays to pass through the device provides the surgeon with improved X-ray viszetion of the fracture and alignment.
These three configurations cover a broad rangeaofdres. The XCaliber ™ fixators are provided @ssembled in sterile kits to decrease
time in the operating room.

Our proprietary XCaliber ™ bone screws are desigodie compatible with our external fixators anduee inventory for our
customers. Some of these screws are covered wilfoxyapatite, a mineral component of bone thateedwsuperficial inflammation of soft
tissue and improves bone grip. Other screws ingtoprietary line do not include the hydroxyapatitating, but offer different advantages
such as patented thread designs for better adteeiemard or poor quality bone. We believe we havéll line of bone screws to meet the
demands of the market. Adding to the XCaliber™ bserew product line are also cylindrical screwstfieleased for the US market and
which we expect will be following in internationadarkets. The type of screw is geared towards thera applications of the Galaxy Fixat
System.

Internal Fixation

Internal fixation devices come in various sizegeateling on the bone which requires treatment, andist of either long rods,
commonly referred to as nails, or plates that &eched with the use of screws. A nail is inseited the medullary canal of a fractured long
bone of the human arms and legs, i.e., humerusjrfamd tibia. Alternatively, a plate is attachedsleyews to an area such as a broken wr
hip. Examples of our internal fixation devices im#:

. The Centronail ® nailing system designed to stabifractures in the femur, tibia, supracondylar wgntly the humerus.
We believe that it has all the attributes of th¢hOfix Nailing System, but has additional advantagecluding that it is
made of titanium, offers improved mechanical ditdadjeting and instrumentation and has a designhwmigiquires
significantly reduced inventor

. The Centronail® Ankle Compression Nail from Ortlxa an arthrodesis nailing system designed to @avpupon the
stability, simplicity, and flexibility of currentihdfoot nails. This product was released in thert8ket in 2012

. The VeroNail ® marks Orthofix’s entry into the iamedullary hip nailing market. For use in hip ftaes, it provides a
minimally-invasive screw and nail design intendeddduce surgical trauma and allow patients torbegilking again
shortly after the operation. It uses a dual scremfiguration that we believe provides more stapilitan previous single
screw designs

. The Contours LPS ® (Lapidus Plating System) inlse This system is intended for the correction oflerate to severe
forefoot hallus valgus (HV), accompanying buniond associated instability. The Lapidus Plating 8ystonsists of
plates, screws and instrumentation. The anatomplatés are low-profile, titanium, (left and rigligsigned specifically for
1st metatarsocuneiform joint arthrodesis allowingpression across the joint achieved through a-ablaped hole and



compression screws. Lapidus System screws aréutitaibow-profile and self-tapping, and include laad, non-locking,
and bone compression screws in a variety of lengstisrumentation includes a threaded drill guiid|bits, depth gauge,
screw sleeve, ratcheting AO wrench, and plate kel
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In addition to the treatment of bone fracturesalg® design, manufacture and distribute devicesatigaintended to treat congenital
bone conditions, such as angular deformities (bayed legs in children), or degenerative disease®iell as conditions resulting from a
previous trauma. Examples of products offered @séhareas include the Eight-Plate Guided Growtke8y®.

Orthopedic Regenerative Solutions

Our regenerative biologics products principallylime Trinity Evolution ®, an allograft with viabkells used during surgery that is
designed to enhance the success of a bone fusiordure to facilitate bone fusion. Surgeons wid biene grafts when their patients have a
large defect in the bone and it needs to be filBxthe grafts can come directly from the patientiéxdone (autograft) or from donor bone
tissue that has been processed in specializeditscibr derived from a synthetic composition tregembles the components of human bone.
To date, our Biologics are being offered only ia th.S. market due to restrictions in providing Lh8man donor tissue in other countries.

Our Physio-Stim ® regenerative stimulator produsts PEMF technology similar to that described pnasiy in the discussion of our
spine stimulators. The primary difference is thet Physio-Stim ® physical configuration is desigf@duse on long bones.

A bone’s regenerative power results in most fraagurealing naturally within a few months. In certsituations, however, fractures do
not heal or heal slowly, resulting in “non-union3raditionally, orthopedists have treated suchttracconditions surgically, often by means
of a bone graft with fracture fixation devices, Is@as bone plates, screws or intramedullary rodss&lare examples of “invasive” treatments.
Our patented regenerative stimulators are designade a low level of PEMF signals to activatelibdy’s natural healing process.

Our systems offer portability, rechargeable battgrgration, integrated component design, patiemtitmidng capabilities and the ability
to cover a large treatment area without factoribeation for specific patient application.
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Product Development

Our research and development departments are E@bpofor new product development. We work regylavith certain institutions
referred to below as well as with physicians argeotonsultants on the long-term scientific plagrand evolution of our research and
development efforts. These efforts are done inraerwe with best practices on interactions witHtheare professionals as set forth, for
example, in the AdvaMed Code of Ethics (“AdvaMedd€9 and the Eucomed Code of Business Practicasciaed Code”). Our primary
research and development facilities are locatdehirfield, New Jersey; Verona, Italy and Lewisvillexas.

We maintain interactive relationships with spine anthopedic centers in the U.S., Europe, and SaathCentral America, including
research and clinical organizations such as thecMaskeletal Transplant Foundation (“MTF"), the knpedic Research and Education
Foundation and the Texas Scottish Rite HospitaCloildren. Several of the products that we marleethbeen developed through these
collaborations. In addition, we regularly receiuggestions for new products from the scientific emetlical community, some of which res
in Orthofix entering into assignment or licenseemgnents with physicians and third-parties. We adseive a substantial number of requests
for the production of customized items, some ofalitiave resulted in new products. We believe thapolicy of accommodating such
requests enhances our reputation in the medicatzonity.

In 2012, 2011 and 2010 we spent $28.6 million, $2Rillion and $28 million, respectively, on resdaend development.

Patents, Trade Secrets, Assignments and Licenses

We rely on a combination of patents, trade secassignment and license agreements as well aglisolosure agreements to protect
proprietary intellectual property. We own numeralS. and foreign patents and have numerous pempditegnt applications and license rights
under patents held by third parties. Our primadpicts are patented in major markets in which dreysold. There can be no assurance that
pending patent applications will result in issuademts, that patents issued or assigned to orskekehy us will not be challenged or
circumvented by competitors or that such patenlisheifound to be valid or sufficiently broad toopect our technology or to provide us with
any competitive advantage or protection. Thirdipannight also obtain patents that would requistgesnents to or licensing by us for the
conduct of our business. We rely on confidentiadityeements with key employees, consultants aret pturties to protect, in part, trade
secrets and other proprietary technology.

We obtain assignments or licenses of varying domatfor certain of our products from third partidée typically acquire rights under
such assignments or licenses in exchange for lumpgayments or arrangements under which we payettidensor a percentage of sales.
However, while assignments or licenses to us gélpen irrevocable, there is no assurance thaetfa@rangements will continue to be made
available to us on terms that are acceptable torua, all. The terms of our license and assignmgntements vary in length from a specified
number of years to the life of product patentshereconomic life of the product. These agreemesg@lly provide for royalty payments &
termination rights in the event of a material bteac

Corporate Compliance and Government Regulation
Corporate Compliance and Ethics Program

We have a comprehensive compliance program, whe&ebnanded théntegrity Advantage ™Program. We have a Chief Compliance
Officer to oversee thimtegrity Advantage ™Program throughout our Company. It is a fundameuatity of our Company to conduct
business in accordance with the highest ethicalegal standards. Our corporate compliance andsfirogram is designed to promote legal
compliance and ethical business practices throughaudomestic and international businesses.
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OurIntegrity Advantage ™Program is designed to meet U.S. Sentencing Coroni§kuidelines for effective organizational complia
and ethics programs and to prevent and detecttidnkof applicable federal, state and local lafesy elements of thintegrity Advantage ™
Program include:

. Organizational oversight by ser-level personnel responsible for the compliance tionavithin our Company

. Written standards and procedures, including a GatpaCode of Business Condt

. Methods for communicating compliance concerns uidiclg anonymous reporting mechanisi

. Investigation and remediation measures to ensum@jrresponse to reported matters and timely ctiveeaction;
. Compliance education and training for employeesamiracted business associa

. Auditing and monitoring controls to promote comptia with applicable laws and assess program effautiss

. Disciplinary guidelines to enforce compliance addrass violations

. Exclusion lists screening of employees, and cotdgrhbusiness associates; i

. Risk assessments to identify areas of regulatomyptiance risk

Government Regulation

Our research, development and clinical programsyedisas our manufacturing and marketing operatians subject to extensive
regulation in the U.S. and other countries. Mogably, all of our products sold in the U.S. arejsuabto the federal Food, Drug, and Cosrr
Act and the Public Health Services Act as impleraéraind enforced by the FDA. The regulations thaecour products and facilities vary
widely from country to country. The amount of timegjuired to obtain approvals or clearances fromleggry authorities also differs from
country to country.

Unless an exemption applies, each medical devatenh wish to commercially distribute in the U.Sll\we covered by either premarl
notification (“510(k)") clearance or approval opeemarket approval application (“PMA”) from the FDBhe FDA classifies medical devices
into one of three classes. Devices deemed to pess Fisks are placed in either class | or II, vilhigpically requires the manufacturer to
submit to the FDA a premarket notification requegtpermission to commercially distribute the devilieis process is generally known as
510(k) clearance. Some low risk devices are exedripten this requirement. Devices deemed by the E@pose the greatest risks, such as
life-sustaining, lifesupporting or implantable devices, or devices deknu substantially equivalent to a previously eib510(k) device, a
placed in class Ill, requiring approval of a PMA.

Manufacturers of most class Il medical devicesraqeiired to obtain 510(k) clearance prior to marigetheir devices. To obtain 510
(k) clearance, a company must submit a premarkétaation demonstrating that the proposed devictsubstantially equivalent” in intended
use and in technological and performance charatitezito another legally marketed 510(k)-clearesticate device.” By regulation, the
FDA is required to clear or deny a 510(k) premariatfication within 90 days of submission of thgpéication. As a practical matter,
clearance may take longer. The FDA may requirdérrinformation, including clinical data, to makeéetermination regarding substantial
equivalence. After a device receives 510(k) cleegaany modification that could significantly affés safety or effectiveness, or that would
constitute a major change in its intended use,iregja new 510(k) clearance or could require a Rigproval. With certain exceptions, most
of our products are subject to the 510(k) clearamoeess. On January 27, 2010, the FDA requestadhemts on actions that the FDA'’s
Center for Devices and Radiological Health (“CDRId&n consider taking to strengthen the 510(k) reyieocess conducted by the CDRH.
In August 2010 the FDA published a series of recemded changes to the 510(k) review process.

Class Il medical devices are required to undehgoRMA approval process in which the manufactunestrestablish the safety and
effectiveness of the device to the FDA'’s satistattiA PMA application must provide extensive pneiclal and clinical trial data and also
information about the device and its componentangigg, among other things, device design, manufexg and labeling. Also during the
review period, an advisory panel of experts frorsimle the FDA may be convened to review and eveltrs application and provide
recommendations to the FDA as to the approvalifitihe device. In addition, the FDA will typicalbonduct a preapproval inspection of the
manufacturing facility to ensure compliance wittaljty system regulations. By statute, the FDA h@8 days to review the PMA application,
although, generally, review of the application take between one and three years, or longer. Quewed, a new PMA or a PMA
Supplement is required for modifications that aftbe safety or effectiveness of the device, iniclgdfor example, certain types of
modifications to the device’s indication for useamafacturing process, labeling and design. Ourregeive bone growth stimulation
products are classified as Class Il by the FDAI have been approved for commercial distributiothenU.S. through the PMA process.
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In addition, our Spinal Implants and Biologics mgsis offers a product for bone repair and recottstruunder the brand name Trinity
Evolution ® which is an allogeneic, cancellous, ®omatrix containing viable stem cells. We belidvat fTrinity Evolution ® is properly
classified under FDA’s Human Cell, Tissues and @atland Tissue-Based Products, or HCT/P, regylataradigm and not as a medical
device or as a biologic or as a drug. We believeri¢égulated under Section 361 of the Public He@#rvice Act and C.F.R. Part 1271. Spinal
Implants and Biologics also distributes certairgzal implant products known as “allograft” prodsigthich are derived from human tissues
and which are used for bone reconstruction or repal are surgically implanted into the human batlg. believe that these products are
properly classified by the FDA as minimally-manigigld tissue and are covered by FDA's “Good Tisguastices” regulations, which cover
all stages of allograft processing. There can bassorance that our suppliers of the Trinity Evolu® and allograft products will continue
meet applicable regulatory requirements or thadehequirements will not be changed in ways thatdcadversely affect our business.
Further, there can be no assurance that theseqisodill continue to be made available to us ot #pplicable regulatory standards will be
met or remain unchanged. Moreover, products deffirged human tissue or bone are from time to timgestt to recall for certain
administrative or safety reasons and we may betaifiby one or more such recalls. For a descriftfdhese risks, see Item 1A Risk Facti

The medical devices that we develop, manufactuséjlslite and market are subject to rigorous rdgprisby the FDA and numerous
other federal, state and foreign governmental aitib®. The process of obtaining FDA clearance @ther regulatory approvals to develop
and market a medical device, particularly from A, can be costly and time-consuming, and therebgano assurance that such approvals
will be granted on a timely basis, if at all. While believe that we have obtained all necessagrahees and approvals for the manufacture
and sale of our products and that they are in n@imsmpliance with applicable FDA and other matkrégulatory requirements, there can be
no assurance that we will be able to continue sachpliance. After a device is placed on the manketerous regulatory requirements
continue to apply. Those regulatory requirementiuthe: product listing and establishment regisbrgtiQuality System Regulation (“QSR”")
which require manufacturers, including third-partgnufacturers, to follow stringent design, testirantrol, documentation and other quality
assurance procedures during all aspects of thefangnring process; labeling regulations and FDAhriions against the promotion of
products for uncleared, unapproved or off-labesusmendications; clearance of product modificasitimat could significantly affect safety or
efficacy or that would constitute a major changetended use of one of our cleared devices; agbiproduct modifications that affect the
safety or effectiveness of one of our PMA approgtedices; Medical Device Reporting regulations, Wwhiequire that manufacturers report to
FDA if their device may have caused or contributed death or serious injury, or has malfunctioimeal way that would likely cause or
contribute to a death or serious injury if the matfftion of the device or a similar device weredour; postapproval restrictions or conditior
including post-approval study commitments; postiatsurveillance regulations, which apply when sseey to protect the public health or
to provide additional safety and effectiveness @atéhe device; the FDA'’s recall authority, wheyabcan ask, or under certain conditions
order, device manufacturers to recall from the regkproduct that is in violation of governing lasrsd regulations; regulations pertaining to
voluntary recalls; and notices of corrections onogals.

We and certain of our suppliers also are subjeahtiounced and unannounced inspections by the B@Atermine our compliance
with FDA’s QSR and other regulations. If the FDAre/¢o find that we or certain of our suppliers héaiked to comply with applicable
regulations, the agency could institute a wideatgrof enforcement actions, ranging from a publarming letter to more severe sanctions
such as: fines and civil penalties against usofficers, our employees or our suppliers; unanéitég expenditures to address or defend such
actions; delays in clearing or approving, or refasalear or approve, our products; withdrawasospension of approval of our products or
those of our third-party suppliers by the FDA dnartregulatory bodies; product recall or seizunggrruption of production; operating
restrictions; injunctions; and criminal prosecutitmJune 2011, the FDA preannounced an inspettigiose out the March 2009 Warning
Letter issued to Blackstone Medical, Inc., andétednine compliance to Orthofix’s Quality SystengRieements as well as to our Tissue
Distribution program. At the close of the inspenti@rthofix received one Quality System observatiara form 483 however the FDA
inspector concluded that all the corrective actipeginent to the warning letter were adequatetygleted. When the Agency concludes that
an inspection is “closed” under 21 CFR 20.64 (d) if3vill release a copy of the Establishment kxdjion Report (EIR) to the inspected
establishment. Orthofix received its EIR for th@d2011 inspection in August 2011 indicating thé tnspection was closed. The corrective
action associated with the one observation on 83awhs fully corrected by Orthofix and verified the FDA in January 2012 during a rout
inspection of the Lewisville facility. At the condion of the January inspection the FDA issued3adif to minor deficiencies within our
quality systems. The Company replied with a forneaponse, and after reviewing the evidence the BEtArmined our corrective action
adequate and the audit was closed. In additioheabmestic FDA inspections, all manufacturinglftes of the Company are subject to
annual notified body inspections. No major findifmgse been received and certification has beertegar maintained. The FDA also has
authority to request repair, replacement or refoinhe cost of any medical device manufacturedisiriduted by us. Any of those actions
could have a material adverse effect on our devedop of new laboratory tests, business strateggnfiial condition and results of
operations.

Moreover, governmental authorities outside the Ha&e become increasingly stringent in their retjutaof medical devices, and our
products may become subject to more rigorous réguldy non-U.S. governmental authorities in theufa. U.S. or non-U.S. government
regulations may be imposed in the future that neyeta material adverse effect on our business padtions. The European Commission
(“EC”) has harmonized national regulations for tioatrol of medical devices through European Medixalice Directives with which
manufacturers must comply. Under these new reguistimanufacturing plants must have received Ctfication from a “notified body” in
order to be able to sell products within the mensbates of the European Union. Certification allemanufacturers to stamp the products of
certified plants with a “CEMmark. Products covered by the EC regulations thatat bear the CE mark cannot be sold or distributi¢hin the
European Union. We have received certificationalbcurrently existing manufacturing facilities apobducts.
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Our products may be reimbursed by third-party psysuch as government programs, including Mediddeglicaid, and Tricare or private
insurance plans and healthcare networks. Thirdsgeyors may deny reimbursement if they deterntia¢ &4 device provided to a patient or
used in a procedure does not meet applicable payenigeria or if the policy holder’s healthcare imance benefits are limited. Also, third-
party payors are increasingly challenging the neddiecessity and prices paid for our products @&ndces. The Medicare program is
expected to continue to implement a new paymentar@sm for certain items of durable medical equiptngrosthetic, orthotic supplies
(“DMEPOS") via the implementation of its competgibidding program. The initial implementation westinated shortly after it began in
2008 and the Centers for Medicare and Medicaidi&es\(“CMS”) began the rebid process in 2009 (“RbarRebid”) with implementation
of the rebid round occurring on January 1, 201¥ni&t rates for certain DMEPOS items included snRound 1 Rebid product categories,
which categories do not currently include our prduwill be determined based on bid prices ratihan the current Medicare DMEPOS fee
schedule. CMS has released the geographical arelagéd in Round 2 of the program, yet final dewisiconcerning which products will be
affected have not been announced. The Company®s pawth stimulation products are exempt from toimpetitive bidding process.

Our subsidiary Orthofix Inc. received accreditatgtatus by the Accreditation Commission for He&@l#re, Inc. (“ACHC”) for the
services of DMEPOS. ACHC, a private, not-fefit corporation, which is certified to ISO 90@000 standards, was developed by home
and community-based providers to help companiesdagobusiness operations and quality of patierg.o&lthough accreditation is generally
a voluntary activity where healthcare organizatisasmit to peer review their internal policies, ggsses and patient care delivery against
national standards, CMS required DMEPOS suppleéetsetome accredited. By attaining accreditationh@ix Inc. has demonstrated its
commitment to maintain a higher level of competeans strive for excellence in its products, sersj@nd customer satisfaction.

Our sales and marketing practices are also sutgjiechumber of U.S. laws regulating healthcaredrand abuse such as the federal
Anti-Kickback Statute and the federal Physiciarf-Baferral Law (known as the “Stark Law”), the Cikialse Claims Act and the Health
Insurance Portability and Accountability Act of BEHIPAA”) as well as numerous state laws regulgthealthcare and insurance. These
laws are enforced by the Office of Inspector Gelnwithin the U.S. Department of Health and Humanvi®es, the U.S. Department of
Justice, and other federal, state and local agen&imong other things, these laws and others giyie(® prohibit the provision of anything
of value in exchange for the referral of patiewts br the purchase, order, or recommendationmyf,it@m or service reimbursed by a federal
healthcare program, (including Medicare and MedigdR) require that claims for payment submittedetderal healthcare programs be
truthful; (3) prohibit the transmission of protettieealthcare information to persons not authortpagceive that information; and (4) require
the maintenance of certain government licensegpandits.

In addition, U.S. federal and state laws proteetdbnfidentiality of certain health information,particular individually identifiable
information such as medical records and restrigtutbe and disclosure of that protected informatidrihe federal level, the Department of
Health and Human Services promulgated health irdtion privacy and security rules under HIPAA. Thades protect health information
regulating its use and disclosure, including fae@ch and other purposes. Failure of a HIPAA “cedentity” to comply with HIPAA
regarding such “protected health information” coodehstitute a violation of federal law, subjectteil and criminal penalties. Covered
entities include healthcare providers (includingst that sell devices or equipment) that engageiiticular electronic transactions, includi
as we do, the transmission of claims to healthl@wonsequently, health information that we acasdiect, analyze, and otherwise use
and/or disclose includes protected health inforomathat is subject to HIPAA. As noted above, maayeslaws also pertain to the
confidentiality of health information. Such lawsarot necessarily preempted by HIPAA, in partictiase state laws that afford greater
privacy protection to the individual than HIPAA. &$e state laws typically have their own penaltyisions, which could be applied in the
event of an unlawful action affecting health infation.

On February 1, 2013, the Centers for Medicare & iid Services (CMS) published a final rule whichi wmake information publicly
available about payments or other transfers ofevflom certain manufacturers of drugs, devicedphioals and medical supplies covered by
Medicare, Medicaid, and the Children’s Health Iaswe Program (CHIP), defined as applicable manufac, to physicians and teaching
hospitals, which are defined as covered recipi€dadled the “National Physician Payment Transpardtrogram: Open Payments,” this is
one of many steps in the Affordable Care Act desifjio create greater transparency in health carketsa

The final rule, which implements Section 6002 @ &ffordable Care Act, also will make informationhgicly available about physicie
(or immediate family members of a physician) owh&r®r investment interests in applicable manufieetiand group purchasing
organizations (GPOSs).

The law specifies that applicable manufacturerstmamort annually to the Secretary of Health andnidn Services all payments
or transfers of value (including gifts, consultifegs, research activities, speaking fees, meatstramel) from applicable manufacturers to
covered recipients. In addition to reporting onrpants, applicable manufacturers, as well as agpécaPOs, must report ownership and
investment interests held by physicians (or the édiaite family members of physicians) in such esgitHowever, the law does not require
applicable manufacturers or applicable GPOs tortepenership or investment interests held by teaghiospitals. The law requires CMS to
provide applicable manufacturers, applicable GROgered recipients, and physician owners and iovesit least 45 days to review, dispute
and correct their reported information before pustt on a publicly available website. The inforinaton the website must be easily
aggregated, downloaded and searchable.

In order to give applicable manufacturers and apple GPOs sufficient time to prepare, data cabeawill begin on August 1, 2013.
Applicable manufacturers and applicable GPOs wjllart the data for August through December of 201GMS by March 31, 2014 and
CMS will release the data publicly by SeptemberZi,4.



Sales, Marketing and Distribution
General Trends

We believe that demographic trends, principallyhia form of a better informed, more active and ggiopulation in the major
healthcare markets of the U.S., Western Europelapdn, together with opportunities in emerging re@rkuch as the Asia-Pacific Region
(including China) and Latin America, as well as @agus on innovative products, will continue to bavpositive effect on the demand for our
products.

Global Business Units

Our revenues are generally derived from the sdlpsonlucts in two GBS, Spine (which is comprised of our Spine Repajlémts an
Regenerative Biologics and our Spine Regenerativeuation) and Orthopedics, which accounted fov6and 33%, respectively, of our tc
net sales in 2012.
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Sales, Marketing and Distributor Network

We have established a broad distribution networkymised of direct sales representatives and digtib. This established
distribution network provides us with a platformimtroduce new products and expand sales of egigtinducts. We distribute our products
worldwide in over 50 countries.

In our largest geographic market, the U.S., owrssaharketing and distribution network is separaittveen several distinct sales for
addressing different business units. The Spinealobsiness unit is addressed primarily by a disat#s force for spinal regenerative
stimulation products and an independent distribbutietwork for spinal implant and HCT/P productse Trthopedics global business unit is
addressed by a hybrid distribution network of pradttely direct sales representatives supplemeetistributors.

Outside the U.S., we employ both direct sales sspratives and distributors within our internatiosesdes subsidiaries. We also utilize
independent distributors in Europe, the Far EhstMiddle East and Central and South America imtges where we do not have
subsidiaries. In order to provide support to odtejpendent distribution network, we have a groupatds and marketing specialists who
regularly visit independent distributors to providaining and product support.

Marketing and Product Educatic

We seek to market our products principally to mabpsofessionals and group purchasing organiza({BOs"), which are hospital
organizations that buy on a large scale. We belieeee is a developing focus on selling to GPOslargk national accounts that reflects a
trend toward large scale procurement efforts inhis@lthcare industry.

We support our sales force through specializeditrgiworkshops in which surgeons and sales spstiglarticipate. We also produce
marketing materials, including materials outlinswgical procedures, for our sales force and Bistors in a variety of languages using
printed, video and multimedia formats.

To provide additional advanced training for surgeamonsistent with the AdvaMed Code and the Euco@utk guidelines, we organi
monthly multilingual teaching seminars in multipbeations. Those places include our facility in dfea, Italy, various locations in Latin
America and the Orthofix Institute for Researchaifiing and Education in the North American Operatiand Training Center in Lewisville,
Texas. The Orthofix Institute is a state of thefactlity which features a lecture room, classroaorkshop and 7-station bioskills laboratory.
In 2012, these product education seminars weradeteby over 1,265 surgeons around the world; ssmmincluded a variety of lectures fr
specialists as well as demonstrations and handseokshops. Each year many of our sales represeesatind distributors independently
conduct basic courses in product application foalsurgeons. We also provide sales training atraiming center in Lewisville, Texas anc
regional locations throughout the world. Additidgalve have implemented a web-based sales trapiogram, which provides ongoing
education for our sales representatives.

Competition

Our regenerative stimulation products compete fpailly with similar products marketed by Biomet B8@j a business unit of
Biomet, Inc; DJO Incorporated; and the Exogen pebtine owned by Smith and Nephew plc. and Essendénd, a private equity firm. O
spinal implant, HCT/P products, and Trinity Evotuti®, an HCT/P product from which we derive mankgtiees, compete with products
marketed by Medtronic, Inc.; De Puy Synthes, asitivi of Johnson and Johnson; Stryker Corp.; Ziminer; NuVasive; Biomet Spine; and
various smaller public and private companies. Kkéeraal and internal fixation devices, our prin¢ipampetitors include De Puy Synthes;
Zimmer, Inc.; Stryker Corp.; Smith & Nephew plcdaBiomet Orthopedics, a business unit of Biomat, In

We believe that we enhance our competitive poshipfocusing on product features such as innovagase of use, versatility, cost and
patient acceptability. We attempt to avoid compebased solely on price. Overall cost and mediattveness, innovation, reliability,
after-sales service and training are the most peavanethods of competition in the markets for praducts, and we believe that we compete
effectively.

Manufacturing and Sources of Supply

We generally design, develop, assemble, test atkhge our stimulation and orthopedic products,argtontract the manufacture of a
substantial portion of the component parts. Wegieand develop our spinal implant and Alloquent [Bg@raft HCT/P products, but
subcontract their manufacture and packaging. THraudpcontracting, we attempt to maintain operafiexgbility in meeting demand while
focusing our resources on product development,athrcand marketing as well as quality assurararedsirds. Although certain of our key
raw materials are obtained from a single sourceh@lieve that alternate sources for these mateaaielavailable. Further, we believe that an
adequate inventory supply is maintained to avoatipct flow interruptions. We have not experiencificdlty in obtaining the materials
necessary to meet our production schedules.
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Trinity Evolution ®, an HCT/P product for which viwave exclusive marketing rights, is an allografstie form that is supplied to
customers by MTF in accordance with orders recediezttly from us. MTF sources, processes and pgek#he tissue form and is the sole
supplier of Trinity Evolution ® to our customers.

Our products are currently manufactured and asshiblthe U.S., Italy, and the United Kingdom. Witidwve that our plants comply in
all material respects with the requirements offb& and all relevant regulatory authorities outdide U.S. For a description of the laws to
which we are subject, see Item 1—Business—Corp@atapliance and Government Regulation. We actiwadyitor each of our
subcontractors in order to maintain manufacturing @uality standards and product specification conity.

Our business is generally not seasonal in natuseieder, sales associated with products for elegiveedures appear to be influenced
by the somewhat lower level of such proceduresoperéd in the late summer. In addition, we do natsider the backlog of firm orders to be
material.

Capital Expenditures

We had tangible and intangible capital expenditimghe amount of $28.8 million, $25.8 million afi6.4 million in 2012, 2011 and
2010, respectively, principally for computer softerand hardware, patents, licenses, plant and eguip tooling and molds and product
instrument sets. In 2012, we invested $28.8 miliionapital expenditures of which the most sigmifititem was $13.9 million related to
instrumentation and tooling. We currently planrtedst approximately $30 million in capital expendits during 2013 to support the planned
expansion of our business. We expect these capipenditures to be financed principally with casherated from operations.

Employees

At December 31, 2012, we had 892 employees worlewidf these, 614 were employed in the U.S. anda&#® employed at other non-
U.S. locations. Our relations with our ltalian eoy#es, who numbered 130 at December 31, 2012 paerged by the provisions of a
National Collective Labor Agreement setting fortAndatory minimum standards for labor relationshmetal mechanic workers indusit
We are not a party to any other collective bargajrigreement. We believe that we have good rektidth our employees. Of our 892
employees, 390 were employed in sales and markktimgions, 167 in general and administrative rolé&3 in production and operations and
142 in research and development.
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ltem 1A. Risk Factors

In addition to the other information contained g Form 10-K and the exhibits hereto, you shoalefully consider the risks
described below. These risks are not the only tdmesve may face. Additional risks not presentlgvim to us or that we currently consider
immaterial may also impair our business operatiofsis Form 10-K also contains forward-looking staents that involve risks and
uncertainties. Our actual results could differ mé#y from those anticipated in these forward-ldwml statements as a result of certain
factors, including the risks faced by us describelbw or elsewhere in this Form-K.

If we fail to comply with the terms of our Deferred Prosecution Agreement and Corporate Integrity Agrement (and a related term of
probation), we may be subject to criminal prosecutin and/or exclusion from federal healthcare program.

On June 6, 2012, in connection with our settlenoéat U.S. government investigation and relatedtgun complaint related to our
regenerative stimulation business, and our setti¢imiea U.S. government investigation and relataid@m complaint related to Blackstone
Medical, Inc., we entered into a five-year corperategrity agreement (the “CIA”) with the Officé lmspector General of the Department of
Health and Human Services (“HHS-OIG”). The CIA aoWhedges the existence of our current complianognam, and requires that we
continue to maintain during the term of the ClAcanpliance program designed to promote compliante federal healthcare and Food and
Drug Administration (“FDA”) requirements. We aresalrequired to maintain several elements of thstiexj program during the term of the
CIA, including maintaining a Chief Compliance Offic a Compliance Committee, and a Code of Condinet.CIA requires that we conduct
certain additional compliance-related activitiesidg the term of the CIA, including various traigiand monitoring procedures, and
maintaining a disciplinary process for complianbigations. Pursuant to the CIA, we are requireddtfy the HHS-OIG in writing, among
other things, of: (i) any ongoing government inigegion or legal proceeding involving an allegattbat the Company has committed a crime
or has engaged in fraudulent activities; (ii) atlyeo matter that a reasonable person would conaigeobable violation of applicable crimir
civil, or administrative laws related to compliangith federal healthcare programs or FDA requiretsieand (iii) any change in location, si
closing, purchase, or establishment of a new basinait or location related to items or serviced thay be reimbursed by Federal healthcare
programs. We are also subject to periodic reporimg) certification requirements attesting thatpgtavisions of the CIA are being
implemented and followed, as well as certain doatraed record retention mandates. The CIA provilasin the event of an uncured
material breach of the CIA, we could be excludedrfiparticipation in federal healthcare programs@nslbject to prosecution and subjec
other monetary penalties, each of which could reameaterial adverse effect on our business, findnordition, results of operations and ¢
flows.

In connection with this settlement, on December2D4,2, our subsidiary Orthofix Inc. plead guiltytire U.S. District Court for the
District of Massachusetts to one felony count dftalction of a federal audit (18 U.S.C. §1516) part to a plea agreement with the U.S.
Attorney’s Office for the District of Massachusetise “ Boston USAQJ) and the U.S. Department of Justice. Under thes$eof the
sentencing order, the court has imposed a five tggar of probation on Orthofix Inc., with specialnditions which mandate certain non-
disparagement obligations and order Orthofix Inadntinue complying with the terms of the CIA thgh the expiration of its term. In the
event that we fail to satisfy these terms of pramatwe could be subject to additional criminal @kies or prosecution, which could have a
material adverse effect on our business, finamgabition, results of operations and cash flows.

On July 10, 2012, we entered into definitive agreets with the U.S. Department of Justice (“DOJ) &ecurities and Exchange
Commission (the “SEC”) agreeing to settle our ggliated and self-reported internal investigatafrour Mexican subsidiary, Promeca S.A.
de C.V. (“Promeca”), regarding non-compliance bgrifeca with the Foreign Corrupt Practices Act (“H@&PA”"). As part of the settlement,
we entered into a $ear deferred prosecution agreement with DOJ. Di3Jlgreed not to pursue any criminal charges dgasria connectio
with this matter if we comply with the terms of tB®A. The DPA takes note of our self-reportingtaé tmatter to DOJ and the SEC, and of
remedial measures, including the implementatioaroénhanced compliance program, previously undemtbly us. The DPA provides that
shall continue to cooperate fully with DOJ in anmjuire matters related to corrupt payments, falsk$&and records or inadequate internal
controls. In that regard, we have representedvtbadtave implemented and will continue to implemeobmpliance and ethics program
designed to prevent and detect violations of theA@nd other applicable anti-corruption laws. W# periodically report to DOJ during the
term of the DPA regarding such remediation and @np@ntation of compliance measures. As part ofgéttéement, we also agreed to certain
reporting obligations to the SEC regarding theustatf our remediation and implementation of comple&ameasures. In the event that we fail
to comply with these obligations, we could be sabje criminal prosecution by DOJ for the FCPA-tethmatters we self-reported. Such a
criminal prosecution could subject us to penaltied could have a material adverse effect our lessinfinancial condition, results of
operations and cash flows.
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We could be subject to indemnification obligationsinder our agreement with the purchaser of our forme sports medicine business
unit.

In May 2012, we sold our former sports medicineitesss unit, Breg, Inc., to an affiliate of Watere®t Healthcare Partners Il, L.P.
pursuant to a stock purchase agreement betwearduf@buyer. Under the stock purchase agreementawe agreed to indemnify the buyer
with respect to certain specified matters, inclgdii) an ongoing U.S. government investigation eedain ongoing product liability matters
relating to a previously owned infusion pump pradine, and (ii) product liability claims relatirtg pre-closing sales of cold therapy units
and certain post-closing sales of cold therapysufiihese matters are further described under thieesuding “Matters Related to Our Former
Breg Subsidiary and Possible Indemnification Olilages” in the Legal Proceedings section under RPdteém 3 of this Annual Report on
Form 10-K. We currently cannot reasonably estinttiaéepossible loss, or range of loss, in conneatiith these indemnified matters. In the
event that they are substantial, it could have &ri@ adverse effect our business, financial ctomalj results of operations and cash flows.

We may be subject to federal and state healthcaredud and abuse laws, and could face substantial pahies if we are determined not
to have fully complied with such laws.

Healthcare fraud and abuse regulation by federk#ate governments impact our business. Healtlicard and abuse laws potentially
applicable to our operations include:

» the federal Health Care Programs Anti-Kickback Laljch constrains our marketing practices, eduoatiprograms, pricing and
discounting policies, and relationships with heedite practitioners and providers, by prohibitingoag other things, soliciting,
receiving, offering or paying remuneration, in exobe for or to induce the purchase or recommendafian item or service
reimbursable under a federal healthcare prograch(aa the Medicare or Medicaid progran

» federal false claims laws which prohibit, amongeotthings, knowingly presenting, or causing to bespnted, claims for payment from
Medicare, Medicaid, or other federal governmentopayhat are false or fraudulent; ¢

» state laws analogous to each of the above fedesal Isuch as anti-kickback and false claims laasrtray apply to items or services
reimbursed by nc-governmental thir-party payors, including commercial insure

Due to the breadth of some of these laws, therdearo assurance that we will not be found to bédfation of any such laws, and as a
result we may be subject to penalties, including end criminal penalties, damages, fines, theaiiment or restructuring of our operations
or the exclusion from participation in federal tate healthcare programs. Any penalties could adeaffect our ability to operate our
business and our financial results. Any actionragfais for violation of these laws, even if we sgsfully defend against them, could caus
to incur significant legal expenses and divertmanagement’s attention from the operation of owir®ss.

In addition, it is possible that one or more prévatsurers with whom we do business may attempséoany penalty we might be
assessed or any exclusion from federal or statthicese program business as a basis to cease dogigess with us. If this were to occur, it
could also have a material adverse effect on osinless and financial position.
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We may not be able to successfully introduce new pducts to the market, and that market opportunitiesthat we expect to develop for
our products may not be as large as we expect.

During 2012, we continued to make improvement®irenues related to several new products we intextitewthe market over the past
two years, including the CONSTRUX®Mini PTC(TM) PEHEKtanium Composite Spacer System, Phoenix ™ Millimavasive Spinal
Fixation System, the Firebird ™ Deformity CorrectiBystem, the FORZA™ Spacer System and Trinity @iah ®, TL-HEX™ TrueLok
Hexapod System, Galaxy Fixation ™ System, Contb®S ® (Lapidus Plating System, Centronail® Anklen@wession Nail, among others.
Despite our planning, the process of developingiatrdducing new products (including product enfeanents) is inherently complex and
uncertain and involves risks, including the abibfysuch new products to satisfy customer needs,liyaad market acceptance (including by
physicians) and obtain regulatory approvals, wisigh depend, among other things, on the produceweicig broad clinical acceptance, the
level of third-party reimbursement and the intraitut of competing technologies. If the market oppoities that we expect to develop for
our products, including new products, are not egelas we expect, it could adversely affect oulitglido grow our business.

Growing our business requires that we educate andain physicians regarding the distinctive characteistics, benefits, safety, clinical
efficacy and cost-effectiveness of our products.

Acceptance of our products depends in part on bilityato (i) educate the medical community aste tistinctive characteristics,
benefits, safety, clinical efficacy and cost-effeehess of our products compared to alternativelyxts, procedures and therapies, and
(ii) train physicians in the proper use and implataéon of our products. We support our sales fame distributors through specialized
training workshops in which surgeons and salesialigs participate. We also produce marketing mialtg including materials outlining
surgical procedures, for our sales force and bistors in a variety of languages using printedegidnd multimedia formats. To provide
additional advanced training for surgeons, conststéth the AdvaMed Code and the Eucomed Code (jnile we organize monthly
multilingual teaching seminars in multiple locatiincluding our Orthofix Institute for Researchaifing and Education in the North
American Operations and Training Center in LewlsyiTexas. However, we may not be successful irefforts to educate the medical
community and properly train physicians. If phyaits are not properly trained, they may misuseeffantively use our products, which may
result in unsatisfactory patient outcomes, patigry, negative publicity or lawsuits against usaddition, a failure to educate the medical
community regarding our products may impair outighio achieve market acceptance of our products.

We are dependent on third-party manufacturers for many of our products.

We contract with thirgsarty manufacturers to produce most of our produi&e many other companies in the medical devickstry. I
we or any such manufacturer fails to meet prodactiod delivery schedules, it can have an adverpadhon our ability to sell such produc
Further, whether we directly manufacture a producttilize a third-party manufacturer, shortaged apoilage of materials, labor stoppages,
product recalls, manufacturing defects and othreilai events can delay production and inhibit duifity to bring a new product to market in
timely fashion. For example, the supply of Trinyolution ® is derived from human cadaveric donars] our ability to distribute the
product depends on our supplier continuing to leeess to donated human cadaveric tissue, assyétleamaintenance of high standards by
the supplier in its processing methodology. Thepsupf such donors is inherently unpredictable aad fluctuate over time. Further, because
Trinity Evolution ® is classified as an HCT/P pratlut could from time to time be subject to redall safety or administrative reasons.

We depend on our ability to protect our intellectuad property and proprietary rights, but we may not be able to maintain the
confidentiality, or assure the protection, of thesassets.

Our success depends, in large part, on our abdliprotect our current and future technologies prodlucts and to defend our intellect
property rights. If we fail to protect our intelteal property adequately, competitors may manufacind market products similar to, or that
compete directly with, ours. Numerous patents dageour technologies have been issued to us, antbhwe filed, and expect to continue to
file, patent applications seeking to protect netddyeloped technologies and products in varioustti@snincluding the U.S. Some patent
applications in the U.S. are maintained in secreti the patent is issued. Because the publicaifatiscoveries tends to follow their actual
discovery by several months, we may not be thetirgvent, or file patent applications on anyoof discoveries. Patents may not be issued
with respect to any of our patent applications exidting or future patents issued to, or licensgdis and may not provide adequate
protection or competitive advantages for our pre¢siueatents that are issued may be challengedidated or circumvented by our
competitors. Furthermore, our patent rights maymmevent our competitors from developing, using@mnmercializing products that are
similar or functionally equivalent to our products.

We also rely on trade secrets, unpatented propyietgertise and continuing technological innovatibat we protect, in part, by
entering into confidentiality agreements with aesig, licensees, suppliers, employees and conssilfBinese agreements may be breached
and there may not be adequate remedies in the efartireach. Disputes may arise concerning thesostip of intellectual property or the
applicability or enforceability of confidentialilggreements. Moreover, our trade secrets and ptaprieechnology may otherwise become
known or be independently developed by our compstitf patents are not issued with respect toppoducts arising from research, we may
not be able to maintain the confidentiality of infation relating to these products. In additiorg fatent relating to any of our products la
or is invalidated, we may experience greater coitipetarising from new market entrants.

Third parties may claim that we infringe on their proprietary rights and may prevent us from manufactuing and selling certain of our
products.

There has been substantial litigation in the médiesice industry with respect to the manufactuse and sale of new products. Th



lawsuits relate to the validity and infringementpattents or proprietary rights of third parties. Way be required to defend against
allegations relating to the infringement of patenproprietary rights of third parties. Any suctigiation could, among other things:

* require us to incur substantial expense, even imesuccessful in the litigatio
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* require us to divert significant time and effortafr technical and management persor
» resultin the loss of our rights to develop or makgain products; ar

* require us to pay substantial monetary damagesyaities in order to license proprietary rightsnfrthird parties or to satisfy
judgments or to settle actual or threatened litbge

Although patent and intellectual property disputéthin the orthopedic medical devices industry haften been settled through
assignments, licensing or similar arrangementgs@ssociated with these arrangements may be stibstnd could include the long-term
payment of royalties. Furthermore, the requiredgassents or licenses may not be made availabls mnuacceptable terms. Accordingly, an
adverse determination in a judicial or administtafproceeding or a failure to obtain necessarygasseénts or licenses could prevent us from
manufacturing and selling some products or increaseosts to market these products.

Reimbursement policies of third parties, cost coniament measures and healthcare reform could advergeaffect the demand for our
products and limit our ability to sell our products.

Our products are sold either directly by us orrfmependent sales representatives to customersoar tndependent distributors and
purchased by hospitals, doctors and other healifmaviders. These products may be reimburseditg-prarty payors, such as government
programs, including Medicare, Medicaid and Tricaneprivate insurance plans and healthcare netwikgor third-party payors for medical
services in the U.S. and internationally contiruevork to contain health care costs. Third-partygss, both in the United States and
internationally, are increasingly challenging thie@s charged for medical products and serviceadtition, third-party payors may deny
reimbursement if they determine that a device odpct provided to a patient or used in a procedoes not meet applicable payment criteria
or if the policy holder’s healthcare insurance ligsare limited. These policies and criteria mayrbvised from time-to-time.

Limits put on reimbursement could make it moreidifit for people to buy our products and substéigti@duce, or possibly eliminate,
the demand for our products. In addition, shouldegpmental authorities continue to enact legistatioadopt regulations that affect third-
party coverage and reimbursement, demand for @mguots and coverage by private or public insureayg lbre reduced with a consequential
material adverse effect on our sales and profitgbil

The Centers for Medicare and Medicaid Services (SCMin its ongoing implementation of the Medicar@gram, has obtained a
related technical assessment of the medical sttedgture to determine how the literature addrespésl fusion surgery in the Medicare
population. The impact that this information wille on Medicare coverage policy for our productaiisently unknown, but we cannot
provide assurances that the resulting actionsnatlrestrict Medicare coverage for our productss Hlso possible that the governmerftcus
on coverage of off-label uses of devices approwetheé FDA could lead to changes in coverage pdioégyarding off-label uses by TriCare,
Medicare and/or Medicaid. There can be no assurdmateve or our distributors will not experiencgrsficant reimbursement problems in 1
future related to these or other proceedings. Glpbaur products are sold in many countries, sashhe United Kingdom, France, and Italy,
which have publicly funded healthcare systems. altikity of hospitals supported by such systemsuipase our products is dependent, in
part, upon public budgetary constraints. Any insesm such constraints may have a material adesfset on our sales and collection of
accounts receivable from such sales.

As required by law, CMS has continued efforts tplement a competitive bidding program for sele@MEPOS items paid for by the
Medicare program. The initial implementation of fregram in 2008 was terminated in that same y&siS began the Round 1 Rebid
process in 2009 and the implementation of the raednichd occurred on January 1, 2011. Our produetsiar yet included in the competitive
bidding process. We cannot predict which producmfany of our businesses will ultimately be aféecor whether or when the competitive
bidding process will be extended to our businesa#sle some of our products are designated by FB&lass Il medical devices and thus
are not included within the competitive bidding gmam, some of our products may be encompassedwithiprogram at varying times.
There can be no assurance that the implementaititre @ompetitive bidding program will not have agiverse impact on the sales of some of
our products. We estimate that our revenue by pgyaris:

» Direct (hospital 3%
e Third-Party Insuranc 24%
* Independent Distributol 17%
» U.S. Governmer—Medicare, Medicaid, TriCar 12%
» International Public Healthcare Syste 7%
» Seltpay and othe 1%
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We and certain of our suppliers may be subject tox¢ensive government regulation that increases ourosts and could limit our ability
to market or sell our products.

The medical devices we manufacture and marketudoje& to rigorous regulation by the FDA and nunasrother federal, state and
foreign governmental authorities. These authoritsgmilate the development, approval, classificatiesting, manufacturing, labeling,
marketing and sale of medical devices. Likewise,use and disclosure of certain categories of hémlbrmation may be subject to federal
and state laws, implemented and enforced by govemtahauthorities that protect health informatieivgcy and security. For a description
these regulations, see Item 1, “Business,” undestlibheading “Government Regulation.”

The approval or clearance by governmental autlesritncluding the FDA in the U.S., is generallyuiegd before any medical devices
may be marketed in the U.S. or other countries.céfmot predict whether in the future, the U.S.ooeiign governments may impose
regulations that have a material adverse effedusrbusiness, financial condition or results ofragiens. The process of obtaining FDA
clearance and other regulatory clearances or apjsréw develop and market a medical device carobycand time-consuming, and is
subject to the risk that such approvals will nogb&nted on a timely basis, if at all. The regulaiorocess may delay or prohibit the marke
of new products and impose substantial additionsiscif the FDA lengthens review times for new desi The FDA has the ability to change
the regulatory classification of a cleared or appobdevice from a higher to a lower regulatory sifésation which could materially adversely
impact our ability to market or sell our devicasaddition, we may be subject to compliance acti@malties or injunctions if we are
determined to be promoting the use of our prodioetsnapproved or off-label uses, or if the FDA lidrages one or more of our
determinations that a product modification did remfuire new approval or clearance by the FDA.

We and certain of our suppliers also are subjeahtiounced and unannounced inspections by the B@Atermine our compliance
with FDA’s QSR and other regulations. If the FDArev¢o find that we or certain of our suppliers haited to comply with applicable
regulations, the agency could institute a wideatgrof enforcement actions, ranging from a publarming letter to more severe sanctions
such as: fines and civil penalties against uspfficers, our employees or our suppliers; unanéitég expenditures to address or defend such
actions; delays in clearing or approving, or refesalear or approve, our products; withdrawasospension of approval of our products or
those of our third-party suppliers by the FDA dunartregulatory bodies; product recall or seizungerruption of production; operating
restrictions; injunctions; and criminal prosecutitmJune 2011, the FDA preannounced an inspettigiose out the March 2009 Warning
Letter issued to Blackstone Medical, Inc., andétednine compliance to Orthofix's Quality SystengRieements as well as to our Tissue
Distribution program. At the close of the inspenti@rthofix received one Quality System observatiara form 483 however the FDA
inspector concluded that all the corrective actipeinent to the warning letter were adequatetygieted. When the Agency concludes that
an inspection is “closed” under 21 CFR 20.64 (d) if3vill release a copy of the Establishment kdjion Report (EIR) to the inspected
establishment. Orthofix received its EIR for the@d2011 inspection in August 2011 indicating thé tnspection was closed. The corrective
action associated with the one observation on 83awhs fully corrected by Orthofix and verified the FDA in January 2012. The FDA also
has the authority to request repair, replacemergfand of the cost of any medical device manufactwor distributed by us. Any of those
actions could have a material adverse effect ordeuelopment of new laboratory tests, businestestyafinancial condition and results of
operations.

On February 1, 2013, the Centers for Medicare & igkad Services (CMS) published a final rule whicitl make information publicly
available about payments or other transfers ofevéilom certain manufacturers of drugs, devicedphioals and medical supplies covered by
Medicare, Medicaid, and the Children’s Health laswe Program (CHIP), defined as applicable manuifaid, to physicians and teaching
hospitals, which are defined as covered recipi€adled the “National Physician Payment Transparéfrogram: Open Payments,” this is
one of many steps in the Affordable Care Act desifjto create greater transparency in health carketsa

The final rule, which implements Section 6002 af &ffordable Care Act, also will make informationhgicly available about physicie
(or immediate family members of a physician) owhgr®r investment interests in applicable manufegsiand group purchasing
organizations (GPOs).

The law specifies that applicable manufacturerstmaport annually to the Secretary of Health andnidn Services all payments
or transfers of value (including gifts, consultifegs, research activities, speaking fees, meatstramel) from applicable manufacturers to
covered recipients. In addition to reporting onmpants, applicable manufacturers, as well as agpécaPOs, must report ownership and
investment interests held by physicians (or the @diaite family members of physicians) in such esgitHowever, the law does not require
applicable manufacturers or applicable GPOs tortepenership or investment interests held by teaghiospitals. The law requires CMS to
provide applicable manufacturers, applicable GROgered recipients, and physician owners and iovestt least 45 days to review, dispute
and correct their reported information before pagsit on a publicly available website. The inforinaton the website must be easily
aggregated, downloaded and searchable.

In order to give applicable manufacturers and apple GPOs sufficient time to prepare, data cateatill begin on August 1, 2013.
Applicable manufacturers and applicable GPOs wjllart the data for August through December of 201GMS by March 31, 2014 and
CMS will release the data publicly by SeptemberZi,4.

The impact of United States healthcare reform legiation on us remains uncertain.

In 2010 federal legislation to reform the Unitedt®s healthcare system was enacted into law. Tisd#gon is far-reaching and is
intended to expand access to health insurance ag&eimprove quality and reduce costs over time eWyfeect the new law will have a
significant impact upon various aspects of our hess operations. However, it is unclear how the lagwwill impact patient access to ne



technologies or reimbursement rates under the Megligrogram. Many of the details of the new law k&l included in new and revis
regulations, which have not yet been promulgatad,raquire additional guidance and specificity éopipovided by the Department of Health
and Human Services, Department of Labor and Degauttof the Treasury. Accordingly, while it is toarky to understand and predict the
ultimate impact of the new law on our business |¢lgéslation could have a material adverse effecvar business, cash flows, financial
condition and results of operations.
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Our business may be adversely affected if consolitlan in the healthcare industry leads to demand foiprice concessions or if we are
excluded from being a supplier by a group purchasig organization or similar entity.

Because healthcare costs have risen significamtly the past decade, numerous initiatives andmefdrave been launched by
legislators, regulators and third-party payorsurbdhese costs. As a result, there has been al@atfon trend in the healthcare industry to
create larger companies, including hospitals, gitater market power. As the healthcare industngalidates, competition to provide
products and services to industry participantsiea®me and may continue to become more intense hEsiresulted and may continue to
result in greater pricing pressures and the exatusf certain suppliers from important markets @mig purchasing organizations, indepen
delivery networks and large single accounts comtitauuse their market power to consolidate purcigagéecisions. If a group purchasing
organization excludes us from being one of thegipsiars, our net sales could be adversely impasézlexpect that market demand,
government regulation, third-party reimbursemenicpges and societal pressures will continue to cjeathe worldwide healthcare industry,
which may exert further downward pressure on tleeprof our products.

Our allograft and mesenchymal stem cell products add expose us to certain risks which could disrupbur business.

Our Spinal Implants and Biologics business distebla product under the brand name Trinity Evotu@o Trinity Evolution ® is
derived from human cadaveric donors, and our ghitdistribute the product depends on our supphettinuing to have access to donated
human cadaveric tissue, as well as the maintenafrttigh standards by the supplier in its processieghodology. The supply of such donors
is inherently unpredictable and can fluctuate diree. We believe that Trinity Evolution ® is propeclassified under the FDA's HCT/P
regulatory paradigm and not as a medical devi@sa biologic or drug. There can be no assuramtette FDA would agree that this
category of regulatory classification applies tiniy Evolution ® and the reclassification of tipsoduct from a human tissue to a medical
device could have adverse consequences for us trsupplier of this product and make it mordiclift or expensive for us to conduct this
business by requiring premarket clearance or appas/well as compliance with additional post-markgulatory requirements. The success
of our Trinity Evolution ® product will depend ohése products achieving broad market acceptanaghwehin depend on the product
achieving broad clinical acceptance, the levehafitparty reimbursement and the introduction ahpeting technologies. Because Trinity
Evolution ® is classified as an HCT/P product,d@hdrom time to time be subject to recall for safet administrative reasons.

Spinal Implants and Biologics also distribute athftproducts that are derived from human tissugdsied from cadavers and which
are used for bone reconstruction or repair and lwéie surgically implanted into the human body. Wekeve that these allograft products are
properly classified as HCT/P products and not amedical device or a biologic or drug. There cambassurance that the FDA would agree
that this regulatory classification applies to thpsoducts and any regulatory reclassification @¢talve adverse consequences for us or fc
suppliers of these products and make it more diffiar expensive for us to conduct this businesseopiring premarket clearance or apprc
and compliance with additional post-market regulatequirements. Moreover, the supply of these petglto us could be interrupted by the
failure of our suppliers to maintain high standardperforming required donor screening and infectidisease testing of donated human
tissue used in producing allograft implants. Ologhft implant business could also be adversdbcagd by shortages in the supply of
donated human tissue or negative publicity conogrmiethods of recovery of tissue and product lighéictions arising out of the distribution
of allograft implant products.

We may be subject to product liability claims thatmay not be covered by insurance and could requiresuto pay substantial sums.

We are subject to an inherent risk of, and adveudicity associated with, product liability anchet liability claims, whether or not
such claims are valid. We maintain product liapilitsurance coverage in amounts and scope thatii@/b is reasonable and adequate.
There can be no assurance, however, that prodiditly or other claims will not exceed our insucarcoverage limits or that such insurance
will continue to be available on reasonable, conuiadly acceptable terms, or at all. A successfodpict liability claim that exceeds our
insurance coverage limits could require us to pgstantial sums and could have a material advéfset en our financial condition.

The global recession and further adverse changes general economic or credit market conditions coulddversely impact our sales
and operating results.

The direction and strength of the U.S. and glolbahemy has been uncertain due to the recent dowiriuhe economy and difficulties
in the credit markets. If economic growth in th&sUand other countries continues to remain lovif thie credit markets continue to be
difficult to access, our distributors, suppliersglather business partners could experience signifidisruptions to their businesses and
operations which, in turn, could negatively impaat business operations and financial performatarggawvith potentially causing us to be
unable to collect existing accounts receivableaddition, continued weak consumer financial streragtd demand could cause a substantial
reduction in the sale of our products.

Fluctuations in insurance expense could adverselyffact our profitability.

We hold a number of insurance policies, includingdoict liability insurance, directors’ and officeliability insurance, property
insurance and workers’ compensation insurancéeltbsts of maintaining adequate insurance covestagad increase significantly in the
future, our operating results could be materiatlyeasely impacted.

Our quarterly operating results may fluctuate.

Our operating results have fluctuated significamlyhe past on a quarterly basis. Our operatisglte may fluctuate significantly fro



quarter to quarter in the future and we may expegdosses in the future depending on a numbexabbrfs, including the extent to
which our products continue to gain or maintain ketacceptance, the rate and size of expenditooesred as we expand our domestic and
establish our international sales and distributietworks, the timing and level of reimbursementdor products by third-party payors, the
extent to which we are subject to government raguiar enforcement and other factors, many of Wisite outside our control.
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New developments by others could make our producty technologies non-competitive or obsolete.

The orthopedic medical device industry in whichaeenpete is undergoing, and is characterized bylrapd significant technological
change. We expect competition to intensify as teldyical advances are made. New technologies arlipts developed by other compar
are regularly introduced into the market, which mayder our products or technologies non-competitivobsolete.

Our ability to market products successfully dependsin part, upon the acceptance of the products nainly by consumers, but also by
independent third parties.

Our ability to market Spine and Orthopedic prodwstiscessfully depends, in part, on the acceptaiiite g@roducts by independent tr
parties (including hospitals, doctors, other hezlth providers and third-party payors) as wellasepts. Unanticipated side effects or
unfavorable publicity concerning any of our productuld have an adverse effect on our ability tcntai hospital approvals or achieve
acceptance by prescribing physicians, managedptavéders and other retailers, customers and patien

The industry in which we operate is highly competive.

The medical devices industry is highly competitivée compete with a large number of companies, nedmyhich have significantly
greater financial, manufacturing, marketing, digttion and technical resources than we do. Marguotcompetitors may be able to develop
products and processes competitive with, or supasjmur own. Furthermore, we may not be ableutxassfully develop or introduce new
products that are less costly or offer better perfoce than those of our competitors, or offer pasers of our products payment and other
commercial terms as favorable as those offeredubgompetitors. For more information regarding competitors, see Item 1, “Business,”
under the subheading “Competition.”

We depend on our senior management team.

Our success depends upon the skill, experiencgaridrmance of members of our senior managemenmnt, te&o have been critical to
the management of our operations and the implertientaf our business strategy. We do not have kag msurance on our senior
management team, and the loss of one or more leguéxe officers could have a material adverseceffe our operations and development.

In order to compete, we must attract, retain and mtvate key employees, and our failure to do so calihave an adverse effect on our
results of operations.

In order to compete, we must attract, retain antvate executives and other key employees, inclyttimse in managerial, technical,
sales, marketing and support positions. Hiring itaining qualified executives, engineers, tecHritaf and sales representatives are critical
to our business, and competition for experiencegleyees in the medical device industry can be sgeio attract, retain and motivate
qualified employees, we utilize stock-based inaenéiwards such as employee stock options. If theevaf such stock awards does not
appreciate as measured by the performance of ite @rour common stock and ceases to be viewedvatuable benefit, our ability to
attract, retain and motivate our employees coulddersely impacted, which could negatively affaat results of operations and/or require
us to increase the amount we expend on cash aadfotims of compensation.

Termination of our existing relationships with our independent sales representatives or distributorsaaild have an adverse effect on
our business.

We sell our products in many countries through jpeatelent distributors. Generally, our independeleissa&presentatives and our
distributors have the exclusive right to sell otwducts in their respective territories and areegelty prohibited from selling any products t
compete with ours. The terms of these agreememnysivéength, generally from one to ten years. Urttle terms of our distribution
agreements, each party has the right to terminateei event of a material breach by the other prtywe generally have the right to
terminate if the distributor does not meet agreddsstargets or fails to make payments on time. t&nyination of our existing relationships
with independent sales representatives or distisutould have an adverse effect on our busindsssiand until commercially acceptable
alternative distribution arrangements are put acel In addition, we operate in portions of Eurthyz have been disproportionately affected
by the global recession, such as Greece and #atywe bear risk that existing or future accoueteivable may be uncollected if these
distributors or hospitals experience disruptionthtar business that cause them to discontinuengaymgoing accounts payable or become
insolvent.

We are party to numerous contractual relationships.

We are party to numerous contracts in the normatssoof our business. We have contractual reldtipaswith suppliers, distributors
and agents, as well as service providers. In theeggte, these contractual relationships are nage&s us to operate our business. From
to time, we amend, terminate or negotiate our eeidr We are also periodically subject to, or makens of breach of contract, or threaten
legal action relating to our contracts. These astimay result in litigation. At any one time, wevba number of negotiations under way for
new or amended commercial agreements. We devostasiial time, effort and expense to the admintistnaand negotiation of contracts
involved in our business. However, these contraag not continue in effect past their current temmve may not be able to negotiate
satisfactory contracts in the future with currenhew business partners.
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We face risks related to foreign currency exchangeates.

Because some of our revenue, operating expensegts and liabilities are denominated in foreignengies, we are subject to foreign
exchange risks that could adversely affect ouratmmrs and reported results. To the extent thahegr expenses or earn revenue in
currencies other than the U.S. dollar, any chandke values of those foreign currencies relativéné U.S. dollar could cause our profits to
decrease or our products to be less competitivesighose of our competitors. To the extent thataurrent assets denominated in foreign
currency are greater or less than our currentliiidsi denominated in foreign currencies, we haweeptial foreign exchange exposure. We
have substantial activities outside of the U.St #na subject to the impact of foreign exchangesathe fluctuations of foreign exchange r
during 2012 have had a unfavorable impact of $dllBomon net sales from continuing operations aewf the U.S. Although we seek to
manage our foreign currency exposure by matchimgdudiar revenues and expenses, exchange rate ftimtsaould have a material adve
effect on our results of operations in the futdre.minimize such exposures, we enter into currdrerjges from time to time. At
December 31, 2012, we had outstanding a currenap ssvhedge a €28.7 million foreign currency expesu

We are subject to differing tax rates in several jusdictions in which we operate.

We have subsidiaries in several countries. Ceghour subsidiaries sell products directly to ot@ethofix subsidiaries or provide
marketing and support services to other Orthofbxsadiaries. These intercompany sales and suppwites involve subsidiaries operating in
jurisdictions with differing tax rates. Tax auth@es in these jurisdictions may challenge our trestt of such intercompany transactions. I
are unsuccessful in defending our treatment oféormpany transactions, we may be subject to addititax liability or penalty, which could
adversely affect our profitability.

We are subject to differing customs and import/expud rules in several jurisdictions in which we operde.

We import and export our products to and from a benof different countries around the world. Thpeeduct movements involve
subsidiaries and third-parties operating in judtidis with different customs and import/exporesiand regulations. Customs authorities in
such jurisdictions may challenge our treatmentustems and import/export rules relating to prodinpments under aspects of their
respective customs laws and treaties. If we araagessful in defending our treatment of customsianbrt/export classifications, we may
subject to additional customs duties, fines or filmsathat could adversely affect our profitability

Our business is subject to economic, political, regatory and other risks associated with internatioral sales and operations.

Since we sell our products in many different coistrour business is subject to risks associatddasinducting business
internationally. We anticipate that net sales fiaternational operations will continue to represaisubstantial portion of our total net sales.
In addition, a number of our manufacturing faalitiand suppliers are located outside the U.S. Aowglly, our future results could be harmed
by a variety of factors, including:

« changes in foreign currency exchange re

» changes in a specific coun’s or regio’'s political or economic condition

» trade protection measures and import or expor$izg requirements or other restrictive actiongdsgign governments
e consequences from changes in tax or customs

« difficulty in staffing and managing widespread agi@ns;

» differing labor regulations

» differing protection of intellectual propert

» unexpected changes in regulatory requirements

» application of the FCPA and other «bribery or an+corruption laws to our operatior
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We may incur costs and undertake new debt and comtgjent liabilities in a search for acquisitions, andve may be unsuccessful in our
search for such acquisitions or have difficulty inégrating any acquired businesses or product lines.

We continue to search for viable acquisition caathd that would expand our market sector or glpkegence. We also seek additional
products appropriate for current distribution chelanThe search for an acquisition of another cama product line by us could result in
our incurring costs from such efforts as well asuindertaking of new debt and contingent liabgitiem such searches or acquisitions. Such
costs may be incurred at any time and may varyzsdepending on the scope of the acquisition odpet transactions and may have a
material impact on our results of operations.

In addition, we compete with other medical devioepanies for these opportunities, and we may bblerta consummate such
acquisitions on commercially reasonable termst ailaTo the extent we are able to make acquissieve may experience difficulties in
integrating any acquired companies or productsaatoexisting business, including attrition of k@srsonnel from acquired companies or
businesses, and significant costs, charges or doitens. In addition, unforeseen operating diffi@gdtintegrating acquired companies or
businesses could require us to devote signifigaahtial and managerial resources that would otisertye available to our existing
businesses. To the extent we issue additionalyegu@onnection with acquisitions, this may dilater existing shareholders.

We may incur significant costs or retain liabilities associated with disposition activity.

We may from time to time sell, license, assign thieovise dispose of or divest assets, the stoskilb$idiaries or individual products,
product lines or technologies which we determireeray longer desirable for us to own, some of winiety be material. Any such activity
could result in our incurring costs and expensesifthese efforts, some of which could be significas well as retaining liabilities related to
the assets or properties disposed of even thoogimdtance, the income-generating assets havedisgosed of. These costs and expenses
may be incurred at any time and may have a maierjzct on our results of operations.

Our subsidiary, Orthofix Holdings, Inc.’s senior seured bank credit facility contains significant financial and operating restrictions,
including financial covenants that we may be unabléo satisfy in the future.

On August 30, 2010, Orthofix Holdings, Inc. (“OrfthoHoldings”) entered into a new senior securedkberedit facility with a
syndicate of financial institutions, and used theseowings to repay all amounts owed under theceddiit facility. The agreement was
further amended in May 2011. We and certain of @fittHoldings’ direct and indirect subsidiariescinding Orthofix Inc., and Blackstone
have guaranteed the obligations of Orthofix Holdimgder the senior secured bank facility. The sesgoured bank facility provides for (1) a
five-year term loan facility of $100 million, whialias paid in full during 2012, and (2) a five-yeavolving credit facility of $200 million of
which we had $20 million outstanding and $180 millavailable to be drawn as of December 31, 2012.

The credit agreement contains negative covenapigaple to us and our subsidiaries, includingriesbns on indebtedness, liens,
dividends and mergers and sales of assets. Thi# agedement also contains certain financial com&hand a breach of these covenants c
result in an event of default under the credit agrent, which could permit acceleration of the gelyiments under the facility. We believe
that we were in compliance with the negative comehat December 31, 2012 and there were no eveédefault. Further, we believe that we
should be able to meet these financial covenarftgume fiscal quarters, however, there can bessoii@nce that we will be able to do so, and
failure to do so could result in an event of defanlder the credit agreement, which could have &nahadverse effect on our financial
position.
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The conditions of the U.S. and international capiteand credit markets may adversely affect our abilly to draw on our current
revolving credit facility or obtain future short-te rm or long-term lending.

Global market and economic conditions have beethcantinue to be, disrupted and volatile. In pattc, the cost and availability of
funding for many companies has been, and may aomtio be, adversely affected by illiquid credit keds and wider credit spreads. These
forces reached unprecedented levels in 2008, megutt the bankruptcy or acquisition of, or goveemhassistance to, several major domestic
and international financial institutions. Thesemgehave significantly diminished overall confiderin the financial and credit markets. There
can be no assurances that recent government resptnthe disruptions in the financial and credirkets will restore consumer confidence,
stabilize the markets or increase liquidity andakailability of credit.

We maintain a five-year revolving credit facility $200 million upon which we had $180 million awdile to be drawn as of
December 31, 2012. However, to the extent our lessimequires us to access the credit markets ifutine and we are not able to do so,
including in the event that lenders cease to lenast or cease to be capable of lending, for anyam, we could experience a material and
adverse impact on our financial condition and gbtth borrow additional funds. This might impairrability to obtain sufficient funds for
working capital, capital expenditures, acquisitiomsearch and development and other corporat@gesp

The conditions of the U.S. and international capiteand credit markets may adversely affect our inteest expense under our existing
credit facility.

Our senior bank facility provides for a five-yearrh loan facility of $100 million which was paidfull during 2012, and a five-year
revolving credit facility of $200 million of whickve had $20 million outstanding and $180 millionitatde to be drawn as of December 31,
2012. Borrowings under the facility bear interdsa #loating rate, which will be, at our optionttedr the London Inter-Bank Offered Rate
(“LIBOR”) plus an applicable margin or a base rplies an applicable margin (in each case subjeatljiestment based on financial ratios).
Such applicable margin will be up to 3.25% for LIB®orrowings and up to 2.25% for base rate borrgsitepending upon a measurement
of the consolidated leverage ratio with respe¢h&immediately preceding four fiscal quarters. Ouerall effective interest rate as of
December 31, 2012 on our senior secured debt Was. Dur interest expense that we incur under aditfacilities could increase if there
are increases in either the LIBOR rate or base (&te Item 7A, Quantitative and Qualitative Disciees About Market Risk in this Form 10-
K.)

Our results of operations could vary as a result ofhe methods, estimates and judgments we use in dpipg our accounting policies.

The methods, estimates and judgments we use igiagm@ur accounting policies have a significant &apon our results of operations
(see Critical Accounting Policies and Estimateleém 7 of this Form 10-K). Such methods, estimaias judgments are, by their nature,
subject to substantial risks, uncertainties andrapsions, and factors may arise over time thatdeegdto change our methods, estimates and
judgments. Changes in those methods, estimatejidgohents could significantly affect our resultsoperations

Valuation adjustments to Goodwill, which representa significant portion of our total assets, may adwsely affect our net income and
we may never realize the full value of our intangite assets.

A substantial portion of our assets is comprisegaafdwill. We may not receive the recorded valueoiar goodwill if we sell or
liquidate our business or assets. The materialertnation of goodwill increases the risk of a lacharge to earnings if recoverability of
goodwill is impaired, which would have an adverffea on our net income.
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Provisions of Curacao law may have adverse conseaquees for our shareholders.

We were organized under the laws of the Netherl&mdiles in 1987, with our principal executive @ in the Netherlands Antilles
located on the island of Curacgao. Prior to Octdier2010, the Netherlands Antilles, together withil#a and the Netherlands, formed the
Kingdom of the Netherlands, with Curacao beingstanid territory of the Netherlands Antilles. Undeconstitutional reform of the Kingdom
of the Netherlands, agreed upon among the Nettdslantilles, Aruba and the Netherlands, the Ne#rett Antilles was dissolved effective
October 10, 2010. Also effective October 10, 2@ @racao became an individual constitutional emtithin the Kingdom of the Netherlanc
having its own government and laws. As a resulhefconstitutional reform and the dissolution af Netherlands Antilles, the Netherlands
Antilles law ceased to exist and Orthofix is noWaracao legal entity subject to Curacao law. AltoCuracao has become a separate and
autonomous country with its own laws and regulatjdhe civil and corporate Netherlands Antilles law they applied to Orthofix before
October 10, 2010, did not change under the cotistital reform. In effect, Curacao has adopted teéhBrlands Antilles civil and corporate
law (to which Orthofix was subject) that was ineeff prior to October 10, 2010.

Our corporate affairs are therefore now governedunyArticles of Association and the corporate @ uracao as laid down in Book 2
of the Curacao Civil Code (“CCC"). Although certaifithe provisions of the CCC resemble certairhefgrovisions of the corporation laws
of a number of states in the U.S., principles of talating to such matters as the validity of cogbe procedures, the fiduciary duties of
management and the rights of our shareholders riffgy ftom those that would apply if Orthofix wengcorporated in a jurisdiction within t
U.S. For example, there is no statutory right girajsal under Curacao corporate law, nor is theigha for shareholders of a Curagao
corporation to sue a corporation derivatively. dididion, we have been advised by Curagao counaelttts unlikely that (1) the courts of
Curagao would enforce judgments entered by U.Ste@uedicated upon the civil liability provisiongthe U.S. federal securities laws and
(2) actions can be brought in Curacao in relatmhatbilities predicated upon the U.S. federal sii@s laws.

Item 1B. Unresolved Staff Comments

None.
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ltem 2. Properties

Our principal facilities are:

Facility
Manufacturing, warehousing, distribution and reskand development facility for Spine
Orthopedics Products and administrative facility@mrporate, Spine, and Biologi

Research and development office for Spine Repaitdms and Regenerative Biolog

Research and development, component manufactuyiradity control and training facility fc
fixation products and sales management, distribuiod administrative facility for Ital

International Distribution Center for Orthofix practs

Sales management, distribution and administratifrees

Sales management, distribution and administratiedify for United Kingdomr
Sales management, distribution and administratiedify for Brazil

Sales management, distribution and administraticéify for Brazil

Sales management, distribution and administratiedify for France

Sales management, distribution and administraticdify for Germany

Sales management, distribution and administratiedify for Puerto Ricc
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Approx.

Square
Location Feet Ownership
Lewisville, TX 140,00( Leasel
Fairfield, NJ 3,94¢ Lease!
Verona, Italy 38,00 Ownec
Verona, Italy 18,00C  Lease!
Florham Park, N 2,70C  Lease
Maidenhead, Englar 18,46(  Lease!
Curitiba, Brazil 1,065 Lease
S&o Paulo, Braz 21,61; Lease!
Arcueil, France 8,50( Lease!
Ottobrunn, German 16,14¢ Leasel
Guaynabo, Puerto Ric 2,99¢ Lease
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ltem 3. Legal Proceedings

We are party to outstanding legal proceedings,stigations and claims as described below. We belikat it is unlikely that the
outcome of each of these matters, including theéersatiscussed below, will have a material adveffext on our Company and its
subsidiaries as a whole, notwithstanding that tifaworable resolution of any matter may have a rateffect on our net earnings (if any) in
any particular quarter. However, we cannot predith any certainty the final outcome of any legedgeedings, investigations (including any
settlement discussions with the government sedkimgsolve such investigations) or claims maderegjais as described in the paragraphs
below, and there can be no assurance that theatétiresolution of any such matter will not haveaterial adverse impact on our
consolidated financial position, results of opemasi, or cash flows.

We record accruals for certain outstanding legateedings, investigations or claims when it is pigb that a liability will be incurred
and the amount of the loss can be reasonably dstini@&/e evaluate, on a quarterly basis, develomrianégal proceedings, investigations
and claims that could affect the amount of anywelcias well as any developments that would mdkesacontingency both probable and
reasonably estimable. When a loss contingencytibaih probable and reasonably estimable, we dacwmue the loss. However, if the loss
(or an additional loss in excess of the accruad} igast a reasonable possibility and materiah tlie disclose a reasonable estimate of the
possible loss or range of loss, if such reasonadiienate can be made. If we cannot make a reasoaatinate of the possible loss, or ran¢
loss, then that is disclosed.

The assessments of whether a loss is probableeaisanable possibility, and whether the loss ageaf loss is reasonably estimable,
often involve a series of complex judgments abatitre events. Among the factors that we considénisnassessment are the nature of
existing legal proceedings, investigations andtsaithe asserted or possible damages or loss gentig (if reasonably estimable), the
progress of the matter, existing law and precedbkatopinions or views of legal counsel and otlisers, the involvement of the U.S.
Government and its agencies in such proceedinggxqerience in similar matters and the experieriagher companies, the facts available
to us at the time of assessment, and how we irtterespond, or have responded, to the proceedingsiigation or claim. Our assessment of
these factors may change over time as individuadg®dings, investigations or claims progress. Faitars where we are not currently able to
reasonably estimate a range of reasonably podegsethe factors that have contributed to thigmeination include the following: (i) the
damages sought are indeterminate, or an investighfis not manifested itself in a filed civil oimeinal complaint, (ii) the matters are in the
early stages, (iii) the matters involve novel osettled legal theories or a large or uncertain remalb actual or potential cases or parties,
and/or (iv) discussions with the government or pffaties in matters that may be expected ultimatebe resolved through negotiation and
settlement have not reached the point where we\eeh reasonable estimate of loss, or range gfdassbe made. In such instances, we
believe that there is considerable uncertaintyndigg the timing or ultimate resolution of such tees, including a possible eventual loss,
fine, penalty or business impact, if any.

In addition to the matters described in the pangiggdelow, in the normal course of our businessamgenvolved in various lawsuits
from time to time and may be subject to certairenttontingencies. To the extent losses relateldaset contingencies are both probable and
reasonably estimable, we accrue appropriate amautite accompanying financial statements and geodisclosures as to the possible re
of loss in excess of the amount accrued, if sungeas reasonably estimable. We believe lossemdngdually and collectively immaterial ¢
to a possible loss and range of loss.

Matters Related To Blackstone Medical, Inc. andaRe&l Escrow Claims

In 2007, our subsidiary, Blackstone Medical, IrfBldckstone”) received a subpoena issued by the®fif Inspector General of the
Department of Health and Human Services (“HHS-OJ@f)der the authority of the federal healthcarélinkback and false claims statutes.
The subpoena sought certain documents for thegpdanpuary 1, 2000 through July 31, 2006, which ez@ period prior to Blackstone’s
acquisition by us on September 22, 2006. In 20@B2809, respectively, we received a federal grangdgubpoena from the U.S. Attorney’s
Office for the District of Massachusetts (“BostoBAO”) and a HIPAA subpoena issued by the U.S. Diepamt of Justice (“DOJ”). These
subpoenas sought certain documents from us fquehed January 1, 2000 through July 15, 2007. Edthe subpoenas concerned the
compensation of physician consultants and relataidens.

In 2008, we obtained a copy of a qui tam complglied against us and Blackstone in the U.S. Distliourt for the District of
Massachusetts. The complaint related to the matessribed above involving HHS-OIG, the Boston USA@d DOJ. The U.S. Department
of Justice subsequently filed a notice of non-weation in the case.

In January 2012, after a series of ongoing disonssand negotiations with the Boston USAO, our tadidirectors approved an
agreement in principle to pay $32 million to resotliese matters. On October 29, 2012, we, throl@tkBtone, entered into a definitive
settlement agreement with the U.S. government lamdtii tam relator, which settlement agreement miigdimed this agreement. All of the
$32 million we paid pursuant to the settlement Wuasled by proceeds we received from an escrow éstablished in connection with our
acquisition of Blackstone in 2006. We also recordextharge of $0.3 million in 2012 which representegduted interest on the settlement
accrued through the payment date in October of 2012
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Matters Related to Regenerative Stimulation Busines

In 2009, we received a HIPAA subpoena (“HIPAA subpa’) issued by the Boston USAO. The subpoena saagtuments
concerning, among other things, our promotion aadketing of our regenerative stimulator devicesi¢Wwhwe have also described in the past
as our “bone growth stimulator devices”). The BostiSA0 issued several subsequent document anthtestisubpoenas. We cooperated
with these requests. We subsequently obtained yaafog qui tam complaint filed in the U.S. Districourt for the District of Massachusetts
against us, Orthofix Inc. and other companies tilaat allegedly manufactured regenerative stimuladievices, including Orthologic Corp.,
DJO Incorporated, Reable Therapeutics, Inc., tlel&tone Group, L.P., Biomet, Inc., EBI, L.P., ERildings, Inc., EBI Medical
Systems, Inc., Bioelectron, Inc., LBV Acquisitidng., and Smith & Nephew, Inc. The complaint, assaguently amended in 2010, alleged
various causes of action under the federal FalagrS|Act and state and city false claims acts mechon the contention that the defendants
improperly promoted the sale, as opposed to thaliesf regenerative stimulation devices. The caimplalso included claims against the
defendants for, among other things, allegedly ragileg physicians and purportedly causing theml¢ddilse claims and for allegedly
violating the Anti-Kickback Act by providing freer@ducts to physicians, waiving patients’ insuranegpayments and providing inducements
to independent sales agents to generate business.

On April 28, 2011, after a series of ongoing distmiss and negotiations with the Boston USAO, owart®f directors approved an
agreement in principle proposed by the Boston USé&solve the criminal and civil matters describethe immediately preceding two
paragraphs. On June 6, 2012, we entered into aitiledi settlement agreement with the United StafeSmerica, acting through DOJ and on
behalf of HHS-OIG, the TRICARE Management Activitiirough its General Counsel, the Office of PerebiManagement, in its capacity as
administrator of the Federal Employees Health BenBrogram, the United States Department of Vetéffairs and the qui tam relator. We
agreed to pay $34.2 million (plus interest at a it3% from May 5, 2011 through the day beforenpant was made) under the terms of the
settlement agreement. In addition, we agreed n20d.2 to pay the qui tam relator’s counsel $1.Mianiin fees. These amounts were paid
during the fourth quarter of 2012.

In connection with the settlement agreement, owllyfowned subsidiary, Orthofix Inc., entered irt@lea agreement with the Boston
USAO and DOJ on June 7, 2012 under which Orthaiftx Agreed to plead guilty to one felony countlidtauction of a June 2008 federal
audit (818 U.S.C. 1516). The plea agreement wasideteon December 14, 2012, though all terms rerdaimagerially consistent with the
earlier plea agreement we had executed. The pleaweepted and entered by the U.S. District Courthfe District of Massachusetts on
December 14, 2012. Consistent with the terms recemded in the plea agreement, the court imposeiingnal fine of $7.8 million and a
mandatory special assessment of $400, which weegubstly paid during the fourth quarter of 2012adlition, the court has imposed a five
year term of probation, with special conditions ethimandate certain n-disparagement obligations and order Orthofix toccontinue
complying with the terms of the Company’s previgudisclosed 5-year corporate integrity agreemetictvis described below) through the
expiration of its term.

We previously recorded a charge of $43 million dgrthe first quarter of 2011 in anticipation of g&tlement. We also recorded a
charge of $1.7 million in 2012 which representegued interest on the settlement accrued througlpdyment date in December of 2012.

Corporate Integrity Agreement with HH3IG

On June 6, 2012, in connection with our settlenoéhe matters described above related to our ergdime stimulation business, and in
anticipation of a final settlement of the governmienestigation and related qui tam complaint diesct above related to Blackstone
Medical, Inc., we also entered into a five-yearpowate integrity agreement with HHS-OIG (the “CIAThe CIA acknowledges the existence
of our current compliance program, and requireswacontinue to maintain during the term of thé @lcompliance program designed to
promote compliance with federal healthcare and FowtiDrug Administration (“FDA”) requirements. Weealso required to maintain
several elements of our previously existing progdaming the term of the CIA, including maintainiagChief Compliance Officer, a
Compliance Committee, and a Code of Conduct. Ther€fuires that we conduct certain additional caarme-related activities during the
term of the CIA, including various training and nitoning procedures, and maintaining a disciplingrgcess for compliance obligations.

Pursuant to the CIA, we are required to notify tté¢S-OIG in writing, among other things, of: (i) aogigoing government investigation
or legal proceeding involving an allegation tha @ompany has committed a crime or has engageduddlent activities; (ii) any other
matter that a reasonable person would consideotzapte violation of applicable criminal, civil, administrative laws related to compliance
with federal healthcare programs or FDA requiremmeand (iii) any change in location, sale, closimgr,chase, or establishment of a new
business unit or location related to items or smwithat may be reimbursed by federal healthcamgrams. We are also subject to periodic
reporting and certification requirements attesthmat the provisions of the CIA are being implemdraad followed, as well as certain
document and record retention mandates. The Cl®iges that in the event of an uncured material dired the CIA, we could be excluded
from participation in federal healthcare programd/ar subject to monetary penalti



Matters Related to Promeca

On July 10, 2012, we entered into definitive agreets with DOJ and the Securities and Exchange Cegiomi (the “SEC”) agreeing to
settle our self-initiated and self-reported intéingestigation of our Mexican subsidiary, Promé&cA. de C.V. (“Promeca”), regarding non-
compliance by Promeca with the Foreign Corrupt fRres Act (“ the FCPA”). Under the terms of thegeeggments, we voluntarily disgorged
profits to the United States government in an arho@is5.2 million, inclusive of pre-judgment inteteand agreed to pay a fine of $2.2

million. We paid $2.2 million in July 2012 and $5llion in September 2012. As part of the settlatheve entered into a 3-year deferred
prosecution agreement (“DPA”) with DOJ.
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DOJ has agreed not to pursue any criminal chamg@isst us in connection with this matter if we cdynpith the terms of the DPA. Tt
DPA takes note of our self-reporting of this mateeDOJ and the SEC, and of remedial measuresidimg the implementation of an
enhanced compliance program, previously undertalyars. The DPA provides that we shall continuedoperate fully with DOJ in any
future matters related to corrupt payments, fatsakb and records or inadequate internal controlthdt regard, we have represented that we
have implemented and will continue to implemenbmpliance and ethics program designed to prevehtiatect violations of the FCPA and
other applicable anti-corruption laws. We will petically report to DOJ during the term of the DRarding such remediation and
implementation of compliance measures. As patefsettlement, we also agreed to certain repootatigations to the SEC regarding the
status of our remediation and implementation of giiance measures. In the event that we fail to dgmjth these obligations, we could be
subject to criminal prosecution by DOJ for the FCiefated matters we self-reported.

Matters Related to Our Former Breq Subsidiary amesBle Indemnification Obligations

On May 24, 2012, we sold Breg to an affiliate oftéreStreet Healthcare Partners Il, L.P. (“Watee&tl) pursuant to a stock purchase
agreement (the “Breg SPA”"). Under the terms ofBheg SPA, upon closing of the sale, the Companyi@rglibsidiary, Orthofix
Holdings, Inc., agreed to indemnify Water Streat Bneg with respect to certain specified mattarsiuiding (i) the government investigation
and product liability matters regarding the pregiguowned infusion pump product line described faeland (ii) pre-closing sales of cold
therapy units and certain post-closing sales af twtrapy units. We have established an accrud @ million for our indemnification
obligations in connection with the July 2012 vetdiescribed in the fourth paragraph below, howeaetyal liability in this case could be
higher or lower than the amount accrued. We havestablished any accrual in connection with obepbindemnification obligations under
the Breg SPA, and currently cannot reasonably es#irtihe possible loss, or range of loss, in comreetith such obligations (including with
respect to the matters described in the three pgvhg below).

Breg was engaged in the manufacturing and salecaf Infusion pumps for pain management from 1992008. Since 2008, numerous
product liability cases have been filed in the EdiStates alleging that the local anesthetic, vaigmensed by such infusion pumps inside a
joint, causes a rare arthritic condition cal*‘chondrolysis.” We believe that meritorious defenseist to these claims and Breg is vigorously
defending these cases. One of our insurance camieviously asserted to us that certain potelutisies related to this matter are not covered
by our insurance coverage. We subsequently wemtirtitration with this carrier, and on January 2213, we obtained a binding arbitration
award providing that such carrier is obligateddimburse us for defense expenses, settlementgudguhents under certain policies. We
currently estimate that we are entitled to reimborent of approximately $13 million for past lossesirred, as well as up to $15 million in
potential future coverage for pending productsiliigtmatters.

On or about August 2, 2010, Breg received a HIPABpoena issued by the DOJ. The subpoena seeks dotaifrom us and our
subsidiaries for the period of January 1, 2000ublothe date of the subpoena. We believe that destiproduction in response to the
subpoena is completed as of July 2012. We beliestethis subpoena relates to an investigation eyDidJ into whether Breg's sale,
marketing and labeling of local infusion pumps ain management, prior to Breg's divestiture of fhioduct line in 2008, complied with
FDA regulations and federal law. We are currentlgperating with the U.S. Government in connectiath whis matter.

On January 27, 2012, we were orally notified by.&..Government official that a civil investigatiohBreg was pending in connection
with this matter. On January 18, 2013, we wereesbwith a qui tam complaint filed in the United t8&District Court for the Western
District of Missouri against us (as the former owagBreg), Stryker Corporation, I-Flow Corporatiand DJO Incorporated, which contains
allegations relating to the marketing and promotbBreg’s former infusion pump products. We argorbusly defending this matter.

At the time of its divestiture by us, Breg was emtty and had been engaged in the manufacturingaled of motorized cold therapy
units used to reduce pain and swelling. Severaledtimproduct liability cases have been filed icer years, mostly in California state court,
alleging that the use of cold therapy causes skilics nerve injury and seeking damages on behaitfdiidual plaintiffs who were allegedly
injured by such units. The majority of these camesat an early stage and no conclusion can bendmaithe present time regarding their
potential outcome. However, we believe that meotms defenses exist to these claims. In July 283@ry in one case related to a motorized
cold therapy unit previously sold by Breg returmederdict providing for approximately $2.1 milliam compensatory damages to the plaintiff
against Breg and $7 million in exemplary damagé® dase remains subject to appeal. We believehtbatamages are without merit,
however, the ultimate outcome is uncertain. We iptesty established an accrual and related chardestmntinued operations of $4.2 million
for both compensatory damages and exemplary danfiagesr indemnification obligations in connectiaith this July 2012 verdict;
however, actual liability in this case could beh@gor lower than the amount accrued.
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ltem X. Executive Officers of the Reqgistrant

The following table sets forth certain informatianout the persons who serve as our executive office

Name Age Position

Robert S. Vater 52  President and Chief Executive Officer and Dire:

Vicente Trelles 57 Executive Vice President of Worldwide Operationd &Mhared Service

Emily V. Buxton 36 Interim Chief Financial Officer and Chief Financ@fficer, Orthopedic Global Business
Unit

Brian McCollum 37 President, Global Spine Business L

Michael M. Finegat 49  Senior Vice President, Corporate Development ardiéfent, Biologic:

Jeffrey M. Schumn 51 Senior Vice President, General Counsel and Corp@atretar

Our officers serve at the discretion of the Bodr@ioectors. There are no family relationships agamy of our directors or executive
officers. The following is a summary of the backgnd of each executive officer.

Robert S. Vaters.Mr. Vaters became our President and Chief Exec@iffieer in August 2011, after serving as our Exe@uVice
President, Chief Operating Officer and Presidetab@ Spine Business Unit from January 2011 throligi 2011. He first joined the
Company in September 2008, holding the positioBxacutive Vice President and Chief Financial Offigatil January 2011. Mr. Vaters
joined the Company after almost four years as ssemecutive at Inamed Corporation, where he weecHtive Vice President, Chi
Financial Officer and Head of Strategy and Corpoi¢velopment. Prior to joining Orthofix, he wasathe General Partner and founder of
Med Opportunity Partners, a health-care privatetedium.

Vicente Trelles.Mr. Trelles joined Orthofix in April 2011 as Senidice President, Worldwide Operations and Sharedi&es, and we
promoted to Executive Vice President, Worldwide @gens, Shared Services and R&D in December 28tt1Trelles came to Orthofix
from Med Opportunity Partners, a healthcare prieafeity firm, which he co-founded in 2006 and whieeeserved as a Partner until joining
Orthofix. From 2001 to 2006, Mr. Trelles was an Eixtéve Vice President and Chief Operations Offaeinamed Corporation, a global
medical device company which was acquired by Allertnc. in March, 2006. Prior to Inamed, Mr. Trelleeld several executive positions
with Allergan, Baxter Healthcare and American Heapbupply in Europe and the United States.

Emily V. Buxton. Ms. Buxton was named Interim Chief Financial Offic@ November 2012. She joined Orthofix’s corporfance
group in 2003 advancing to the position of Vicedrtent, Controller in December 2008. After holdthg position of Vice President,
Controller, Ms. Buxton served as Chief Financidii¢af of Global Orthopedics for Orthofix from JUAD10 to the time of her appointment as
Interim Chief Financial Officer. Prior to joiningr@ofix, Ms. Buxton worked for two large public cpamies in Securities and Exchange
Commission reporting department and prior to thatworked in public accounting. She received hahBbor's of Arts degree in Accounting
from Columbia College, Columbia, SC.

Brian McCollum. Mr. McCollum was named President of the Global §@uisiness Unit in 2012, after having served agfChi
Financial Officer in 2011. He joined Orthofix’s garate finance group in 2001 advancing to the osif Corporate Controller. In 2006,
Mr. McCollum was named Vice President of Financmeficas, and 2 years later became Vice Presiddntarhational Finance and Group
Treasurer. Prior to joining Orthofix, Mr. McCollumas a Senior Audit Associate with PriceWaterhousgs@cs. He received his Bachelors
degree in Business Administration, with concentratn Accounting, from St. Andrews Presbyterian|€gé.

Michael M. Finegan. Mr. Finegan joined Orthofix International N.V. inrde 2006 as Vice President of Corporate Developnagat
became the President, Biologics in March 2009. ¢to@er 2011, he was promoted to his current pasa Senior Vice President, Business
Development, and President, Biologics. Prior taijag Orthofix, Mr. Finegan spent sixteen yearsragxecutive with Boston Scientific in a
number of different operating and strategic rotegst recently as Vice President of Corporate S&adier in his career, Mr. Finegan held
sales and marketing roles with Marion Laboratoaied spent three years in banking with First Unianp©ration (Wachovia). Mr. Finegan
earned a BA in Economics from Wake Forest Universit
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Jeffrey M. Schumm.Mr. Schumm joined Orthofix International N.V. ass#égant General Counsel in January 2007, and wasqied
to Senior Vice President, General Counsel and Catp&ecretary in October 2010. From 2004 to 2RB6Schumm served as Vice
President and General Counsel for Regenerationribéafjies, Inc. Earlier in his career, he servedragssistant Attorney General for the
State of Florida, as an associate at Holland & Khig_P and as a Staff Attorney at the Supreme ColuRlorida. Mr. Schumm received his

Bachelors of Science in Electrical Engineering Btaters in Business Administration from Lehigh Unsity, and he is a magna cum laude
graduate of the Florida State University College.aifv.

ltem 4. Mine Safety Disclosure

Not applicable.
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PART Il

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie
Market for Our Common Stock

Our common stock is traded on the Nasdag ® GlobkcE Market under the symbol “OFIX.” The followitgble shows the quarterly
range of high and low sales prices for our comntooksas reported by Nasdaqg ® for each of the twetmacent fiscal years ended
December 31, 2012. As of February 22, 2013 we B&dh®lders of record of our common stock. The clggirice of our common stock on
February 22, 2013 was $36.95.

High Low

2011

First Quartel $32.91 $28.6(
Second Quarte 42.47 32.92
Third Quartel 44.5; 33.61
Fourth Quarte 36.0: 30.8¢
2012

First Quarte! $42.92 $34.2¢
Second Quarte 41.2¢ 35.5¢
Third Quartel 44.9C 40.2¢
Fourth Quarte 45,52 36.4%

Dividend Policy

We have not paid dividends to holders of our comstock in the past. We currently intend to retdimBour consolidated earnings to
finance credit agreement obligations and to finaheecontinued growth of our business. We havereegnt intention to pay dividends in the
foreseeable future.

In the event that we decide to pay a dividend fdérs of our common stock in the future with divide received from our subsidiaries,
we may, based on prevailing rates of taxation dogiired to pay additional withholding and incomeda such amounts received from our
subsidiaries.

Recent Sales of Unregistered Securities
There were no securities sold by us during 2012weae not registered under the Securities Act.

Exchange Controls

Although there are Curagao laws that may imposeidarexchange controls on us and that may affecplyment of dividends, interest
or other payments to nonresident holders of ounr#tées, including the shares of common stock, &eehbeen granted an exemption from
such foreign exchange control regulations by thet@&Bank of Curagao and St. Maarten. Other juctszhs in which we conduct operations
may have various currency or exchange controladtition, we are subject to the risk of changgsaiitical conditions or economic policies
that could result in new or additional currencyemchange controls or other restrictions being iredam our operations. As to our securities,
Curacao law and our Articles of Association impoedimitations on the rights of persons who aremestdents in or citizens of the Curagao
to hold or vote such securities.

Taxation

Orthofix International N.V. was organized under lws of the Netherlands Antilles and is headquadén Curagao. On October 10,
2010, the Netherlands Antilles ceased to exist@m@cao became a separate and autonomous coustof.@ctober 10, 2010, the laws as
they existed under the Netherlands Antilles auticaby
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became the laws of the country of Curacao. Ourublngs and agreements as they existed under tiieeNands Antilles remain in effect.
Under the laws of the country of Curacao as culyenteffect, a holder of shares of common stoclougnot a resident of, and during the
taxable year has not engaged in trade or busihessgh a permanent establishment in Curacao wilbesubject to Curacao income tax on
dividends paid with respect to the shares of comatock or on gains realized during that year oa saldisposal of such shares; Curacao
does not impose a withholding tax on dividends fgidis. There are no gift or inheritance taxesdé\wy Curacao when, at the time of such
gift or at the time of death, the relevant holdecammon shares was not domiciled in Curacao. Miprecal tax treaty presently exists

between Curacao and the U.S.

Performance Graph

The following performance graph in this Item 5 lmtAnnual Report on Form 10-K is nhot deemed tédodiciting material” or to be
“filed” with the SEC or subject to Regulation 14ABAC under the Securities Exchange Act of 193 dhe liabilities of Section 18 of the
Securities Exchange Act of 1934, and will not berded to be incorporated by reference into anydilinder the Securities Act of 1933 or

Securities Exchange Act of 1934, except to thergxte specifically incorporate it by reference istach a filing.

The graph below compares the five-year total retorshareholders for Orthofix common stock with gamable return of two indexes:

the NASDAQ Stock Market and NASDAQ stocks for saegj medical, and dental instruments and supplies.

The graph assumes that you invested $100 in Ortl@dimmon Stock and in each of the indexes on Deeeib, 2007. Points on the

graph represent the performance as of the lashéssiday of each of the years indicated.
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ltem 6. Selected Financial Date

The following selected consolidated financial datathe years ended December 31, 2012, 2011, Z00® and 2008 have been deri'
from our audited consolidated financial statemenie financial data as of December 31, 2012 and 20 for the years ended
December 31, 2012, 2011 and 2010 should be reeshiinction with, and are qualified in their entyr&y, reference to Iltem 7 under the
heading “Management’s Discussion and Analysis n&Rtial Condition and Results of Operations” andamnsolidated financial statements
and notes thereto included elsewhere in this Fd@+K.10ur consolidated financial statements havenh@epared in accordance with
accounting principles generally accepted in the. ['\3S GAAP").

Year ended December 31
2012 2011 2010 2009 2008
(US$ in thousands, except margin and per share dat

Consolidated operating results

Net sales $462,32(  $470,12: $460,62¢ $430,47¢ $ 407,25
Gross profit (3; 375,82¢ 377,50: 370,16t 333,61t 302,36
Gross profit margin (3 81% 80% 80% 77% 74%
Total operating income (loss) ( 89,01( 31,30¢ 66,25( 42,10¢ (271,28
Net income (loss) from continuing operations, rfaba (2) (5) 53,93¢ (1,740 27,75¢ 9,00¢ (239,079
Net income (loss) from discontinued operations,afi¢ax (4) (2,647 667 16,45( 15,46¢ 10,52:
Net income (loss) (1) (2) (4) ( 51,29t (1,079 44,20¢ 24,47 (228,55
Net (loss) income per share of common shar
Basic:
Net income (loss) from continuing operations, rfeb® 2.84 (0.10 1.5¢ 0.5¢ (13.99
Net income (loss) from discontinued operations,afi¢tix (0.19 0.04 0.9: 0.9C 0.62
Net income (loss 2.7C (0.06) 2.51 1.42 (13.39)
Net (loss) income per share of common stoc
Diluted:
Net income (loss) from continuing operations, rfeba 2.7¢ (0.10 1.5¢ 0.52 (13.99
Net income (loss) from discontinued operations,afi¢fix (0.14) 0.04 0.92 0.9C 0.62
Net income (loss $ 264 $ (0.06) $ 247 $ 1.4 $ (13.3)

(1) The Company has not paid any dividends in any efytrars presente

(2) Netloss for 2008 includes $237.7 million after tdvarge related to impairment of goodwill and dertatangible asset:

(3) Gross profit includes effect of obsolescence piowisepresenting 2% points for the year ended Déeer@l, 2008

(4) Includes the gain on sale of vascular operatiorfl@fmillion for the year ended December 31, 2!

(5) Operating income includes charges related to Udse@ment resolutions of $56.5 million for the yeaded December 31, 20:

As of December 31
(at year-end) 2012 2011 2010 2009 2008
(US$ in thousands, except share dat:

Consolidated financial position

Total asset $ 504,28 $ 704,47. $ 61292t $ 601,69 $ 573,54.
Total debt 20,01¢ 210,01: 220,00° 254,67: 282,84
Shareholder equity 399,09¢ 315,17: 300,89: 240,26 202,06:
Weighted average number of shares of common stock

outstanding (basic 18,977,26 18,219,34 17,601,95  17,119,47.  17,095,41
Weighted average number of shares of common stock

outstanding (diluted 19,390,41 18,219,34  17,913,54  17,202,94  17,095,41
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ltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis addressesabdts of our operations which are based upomdhsolidated financial statements
included herein, which have been prepared in aecmel with US GAAP. This discussion should be reacbnjunction with “Forward-
Looking Statements” and our consolidated finansiatements and notes thereto appearing elsewh#ris iform 10-K This discussion and
analysis also addresses our liquidity and finanmaldition and other matters.

General

We are a diversified, global medical device compfmysed on developing and delivering innovatiyeareand regenerative solutions
to the spine and orthopedic markets. Our produetslesigned to address the lifelong bone-and-f@atth needs of patients of all ages,
helping them achieve a more active and mobiletifesWe design, develop, manufacture, market asitilute medical equipment used
principally by musculoskeletal medical specialfstsorthopedic applications. Our main productsiavasive and minimally invasive spinal
implant products and related human cellular arsbiishased products (“HCT/P products”), non-invasdgenerative stimulation products
used to enhance bone growth and the success rspénaf fusions and to treat non-union fracturetgmmal and internal fixation devices used
in fracture repair, limb lengthening and bone restarction. Our products also include bone cemedtdavices for removal of bone cement
used to fix artificial implants.

Our 2012 results and financial condition include tbllowing items of significance:

» Spine revenues, which includes Spine Regeneratimeufation, increased $7.7 million in 2012 or 3% sues 2011 led by our Spil
Regenerative Biologics and Spine Regenerative $iion. Our Orthopedics revenue decreased 9% abs$h8lion dollars durin
2012 as compared to 2011. Foreign currency accddioteé% of the decrease with the rest due to al2gsease in sales in our
external fixation which was partially offset by &% increase in revenues from Orthopedic Regener8iwlogics.

* Anincrease in gross profit margin from 80.3% iri2@o 81.3% in 2012 which was primarily the resiflbperational efficiency
initiatives and a favorable product and geograplsakes mix.

» A decrease in operating expenses as a percentage sdles as compared to prior period is primarifgsult of the reduction in
charges related to U.S. Government ResolutionasBlesfer to the explanation provided in our Ligyidnd Capital Resources
section of the Management Discussion and Anal

We have administrative and training facilitieste tU.S., Brazil, and Italy and manufacturing faig$ in the U.S., the United Kingdom,
and ltaly. The Spine GBU directly distributes protduin the U.S. The Orthopedics GBU directly disites products in the U.S., United
Kingdom, Italy, Germany, Switzerland, Austria, FeanBelgium, Brazil, and Puerto Rico. In severahease and other markets, we also
distribute our products through independent diatabs.

Our consolidated financial statements include tharfcial results of our Company and our wholly-odiia@d majority-owned
subsidiaries and entities over which we have canidbintercompany accounts and transactions #ireieated in consolidation.

Our reporting currency is the U.S. Dollar. All bada sheet accounts, except shareholders’ equétyranslated at year-end exchange
rates, and revenue and expense items are tranalatexighted average rates of exchange prevailimggl the year. Gains and losses resu
from foreign currency transactions are includedtimer income and expense. Gains and losses regfriim the translation of foreign
currency financial statements are recorded in toermulated other comprehensive income componestiareholders’ equity.

Our financial condition, results of operations aagh flows are not significantly impacted by seatipntrends. However, sales
associated with products for elective procedurggapto be influenced by the somewhat lower le¥slich procedures performed in the late
summer. In addition, we do not believe our operstiwill be significantly affected by inflation. H@wer, in the ordinary course of business,
we are exposed to the impact of changes in inteas$ and foreign currency fluctuations. Our ofdjeds to limit the impact of such
movements on earnings and cash flows. In ordech@wge this objective, we seek to balance non-ddié@ominated income and
expenditures. During the year, we have used dérevaistruments to hedge foreign currency fluclagxposures. See Item 7A—
Quantitative and Qualitative Disclosures About MarRisk.
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Critical Accounting Policies and Estimates

Our discussion of operating results is based uperconsolidated financial statements and accompgmgtes to the consolidated
financial statements prepared in conformity with GAAP. The preparation of these statements nedssaguires management to make
estimates and assumptions that affect the repartemints of assets and liabilities and disclosuir@atingent assets and liabilities at the date
of the financial statements and the reported amorgvenues and expenses during the reportinggefhese estimates and assumptions
form the basis for the carrying values of assetsliatilities. On an ongoing basis, we evaluates¢hestimates, including those related to
contractual allowances, doubtful accounts, inveasgpipotential intangible assets and goodwill impaint, income taxes, and share-based
compensation. We base our estimates on historxgargznce and various other assumptions. Actualtemay differ from these estimates.
We have reviewed our critical accounting policieghwhe Audit Committee of the Board of Directors.

Revenue Recognition

Revenue is generally recognized as income in thieg@ which title passes and the products areveedd. Revenues exclude any vé
added or other local taxes, intercompany saledradéd discounts. Shipping and handling costs aleded in cost of sales. Royalty revenues
are recognized when the royalty is earned.

For stimulation that is prescribed by a physiciaa,recognize revenue when the product is placear @implanted in and accepted by
patient. For domestic spinal implant and HCT/P piis, revenues are recognized when the produdidess utilized and a confirming
purchase order has been received from the hospidakales to commercial customers, including halpand distributors, revenues are
recognized at the time of shipment unless contedetgreements specify that title passes on deliReyenues for inventory delivered on
consignment are recognized as the product is ugdltebconsignee.

We derive a significant amount of revenues in th®.@rom third-party payors, including commerciadirance carriers, health
maintenance organizations, preferred provider drgdions and governmental payors such as Medigan@unts paid by these third-party
payors are generally based on fixed or allowalilalvarsement rates. These revenues are recorded expected or pre-authorized
reimbursement rates, net of any contractual all@eamr adjustments. Certain billings are subjecewew by the third-party payors and may
be subject to adjustment.

Allowance for Doubtful Accounts and Contractualofbnces

The process for estimating the ultimate collecbbaccounts receivable involves significant assuomgtand judgments. Historical
collection and payor reimbursement experience istagral part of the estimation process relateckserves for doubtful accounts and the
establishment of contractual allowances. Accougteivable are analyzed on a quarterly basis teaske adequacy of both reserves for
doubtful accounts and contractual allowances. Ravisin allowances for doubtful accounts estimaresrecorded as an adjustment to bad
debt expense within sales and marketing expengassiBns to contractual allowances are recordezhasljustment to net sales. In the
judgment of management, adequate allowances haregrevided for doubtful accounts and contractilaheances. Our estimates ¢
periodically tested against actual collection eigrase.

Inventory Allowances

We write down our inventory for inventory excessl afsolescence by an amount equal to the differbateeen the cost of the
inventory and the estimated net realizable valistdaipon assumptions about future demand and nwrkditions. Inventory is analyzed to
assess the adequacy of inventory excess and obsoéesprovisions. Reserves for excess and obsolespeovisions are recorded as
adjustments to cost of goods sold. If conditionassumptions used in determining the market velaage, additional inventory adjustments
in the future may be necessary.

Goodwill and Other Intangible Assets

In accordance with ASC Topic 360—Property, Plartt Bquipment, intangible assets with definite liaes tested for impairment if any
adverse conditions exist or change in circumstahassoccurred that would indicate impairment onange in the remaining useful life. If an
impairment indicator exists, we test the intangémset for recoverability. For purposes of the vecability test, we group our intangible
assets with other assets and liabilities at theegtwevel of identifiable cash flows if the intabigi asset does not generate cash flows
independent of other assets and liabilities. Ifdagying value of the intangible asset (assetgyedxceeds the undiscounted cash flows
expected to result from the use and eventual dispo®f the intangible asset (asset group), wé wilte the carrying value down to the fair
value in the period identified.
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We generally calculate fair value of our intangibisets as the present value of estimated futsheflmavs that we expect to generate
from the asset using a risk-adjusted discount tatdetermining the estimated future cash flow®eisged with intangible assets, we use
estimates and assumptions about future revenuelmatitns, cost structures and remaining usef@diof the asset (asset group). The use of
alternative assumptions, including estimated chshst discount rates, and alternative estimatedaneimg useful lives could result in differt
calculations of impairment.

We test goodwill and certain indefinite lived tratirks at least annually for impairment. We testerfoequently if indicators are
present or changes in circumstances suggest tpairiment may exist. These indicators include, anmthgrs, declines in sales, earnings or
cash flows, or the development of a material adveh&nge in the business climate. We assess gddoiihpairment at the reporting unit
level, which is defined as an operating segmewnerlevel below an operating segment, referred ® @omponent. We have identified two
reporting units, which are consistent with our mtipg segments; Spine and Orthopedics.

The Company is not required to calculate the falug of a reporting unit unless the Company detsemthat it is more likely than not
that its fair value is less than the carrying amolihe Company assesses the qualitative factore whiforming the “step zero” analysis.

In performing the annual impairment test, whicpésformed during the fourth quarter or more fredlyewhen impairment indicators
exist, after assessing the qualitative factordep gero, we may be required to utilize the step approach prescribed. The first step requ
comparison of each reporting unit’s carrying valu¢he fair value of the respective unit. If thergang value exceeds the fair value, a second
step is performed to measure the amount of impaitiss, if any. The fair value of each reportimgtis estimated, entirely or
predominantly, using an income based approach.ifbémne approach utilizes a discounted cash fl&CFE"), which estimates aftéax casl
flows on a debt free basis, discounted to presalnevusing a risk-adjusted discount rate.

In performing a DCF calculation, we are requiredniake assumptions about the amount and timingtaofduexpected cash flows,
terminal value growth rates and appropriate distoaties and no impairments were recorded durin@ 20 2011. Since December 31, 2!
there has been no event or adverse business hrahdauld suggest that goodwill or our indefiniiet intangibles have been impaired or
an interim test should be performed. Subsequethietsale of Breg, the Company had no indefinitediintangibles.
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Litigation and Contingent Liabilities

From time to time, we are parties to or targetlaoiuits, investigations and proceedings, inclugirgduct liability, personal injury,
patent and intellectual property, health and sadety employment and healthcare regulatory mattdrich are handled and defended in the
ordinary course of business. These lawsuits, ifly&sbns or proceedings could involve a substamtighber of claims and could also have an
adverse impact on our reputation and customer Bdsmugh we maintain various liability insuranceograms for liabilities that could result
from such lawsuits, investigations or proceedings are self-insured for a significant portion o€Buiabilities. We accrue for such claims
when it is probable that a liability has been imedrand the amount can be reasonably estimatedorboess of analyzing, assessing and
establishing reserve estimates for these typelmhs involves judgment. Changes in the facts armimstances associated with a claim
could have a material impact on our results of afi@ns and cash flows in the period that resertimates are revised. We believe that
present insurance coverage and reserves are sofftol cover currently estimated exposures, butamot give any assurance that we will
not incur liabilities in excess of recorded ressrgeour present insurance coverage.

Tax Matters

We and each of our subsidiaries are taxed at the egoplicable within each of their respectivesdigtions. The composite income tax
rate, tax provisions, deferred tax assets and eféax liabilities will vary according to the jediction in which profits arise. Further, certain
of our subsidiaries sell products directly to otires subsidiaries or provide administrative, marigeand support services to our other
subsidiaries. These intercompany sales and supgniices involve subsidiaries operating in juriidits with differing tax rates. The tax
authorities in such jurisdictions may challenge weatments under residency criteria, transfelimgiprovisions, or other aspects of their
respective tax laws, which could affect our comfmokix rate and provisions.

We account for uncertain tax positions in accordanith ASC 740—income Taxewhich contains a two-step approach to recognizing
and measuring uncertain tax positions. The fieg & to evaluate the tax position taken or expkitide taken in a tax return by determining
if the weight of available evidence indicates tih& more likely than not that, on an evaluatidrihe technical merits, the tax position will be
sustained on audit, including resolution of anytedl appeals or litigation processes. The secepdisto measure the tax benefit as the
largest amount that is more than 50% likely todmdized upon ultimate settlement. We reevaluatéraiome tax positions periodically to
consider factors such as changes in facts or cgstamoes, changes in or interpretations of tax édfectively settled issues under audit and
new audit activity. Such a change in recognitiomeasurement would result in recognition of a temdiit or an additional charge to the tax
provision.

We include interest related to tax issues as gancome tax expense in our consolidated finarstalements. We record any applicable
penalties related to tax issues within the incomxeprovision.
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Selected Financial Data
The following table presents certain items in datesments of operations as a percent of net salehd periods indicated:

Year ended December 31

2012 2011 2010
(%) (%) (%)
Net sales 10C 10C 10C
Cost of sale: 19 2C 20
Gross profit 81 8C 80
Operating expense
Sales and marketir 43 43 44
General and administrati 12 14 16
Research and developmt 6 5 6
Amortization of intangible asse — — —
Charges related to U.S. Government resolut — 12 —
Total operating income (los 19 7 14
Net income (loss) from continuing operatic 12 — 6
Net income (loss) from discontinued operati Q) — 4
Net income (loss 11 — 10

We manage our business by our two global busineits (IGBU’s”), which are comprised of Spine andl@@pedics, supported by
our Corporate activities. These GBUs representtient segments in which our Chief Operating Deni$/laker reviews financial
information and makes resource allocation decis@neng business units. Accordingly, our segmemirination (as provided below) has
been prepared based on our two GBU reporting setgm@arporate activities not necessarily identigabithin the two GBUs are recorded
part of Corporate.

Spine

Spine provides a portfolio of repair and regengeatiroducts that allow physicians to successfudigtta variety of spinal
conditions. This global business unit specializethe design, development and marketing of ouresppair products along with regenerative
stimulation and biologics products used in spingiaptions. Spine distributes its products throagtetwork of distributors, sales
representatives and affiliates. This global busingst uses both direct and distributor sales mpratives to sell spine products to hospitals,
doctors and other healthcare providers, globally.

Orthopedics

Orthopedics provides a portfolio of repair and regative products that allow physicians to suceglysfreat a variety of orthopedic
conditions unrelated to spine. This global businessspecializes in the design, development andketiamg of our orthopedic repair products
along with regenerative stimulation and biologiesducts used in orthopedic applications. Orthopedistributes its products through a
network of distributors, sales representativesafitiates. This global business unit uses botlectiand distributor sales representatives tc
orthopedics products to hospitals, doctors andrdtbelthcare providers, globally.

Corporate

Corporate activities are comprised of the operatixgenses of Orthofix International N.V. and it$ditag company subsidiaries, along
with activities not necessarily identifiable withettwo GBUs.
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GBU Revenues
Business Segments by GBU:

The table below presents external net sales fdiragng operations by GBU reporting segment:

(US$ in thousands’

Spine
Spine Repair Implants and Regenerative Biolo
Spine Regenerative Stimulati

Total Spine

Orthopedics

Total Net Sale:

External Net Sales by GBL
Year ended December 31

2012 2011 2010
Percent o Percent o Percent o
Total Net Total Net Total Net
Net Sales Sales Net Sales Sales Net Sales Sales
$147,20¢ 32%  $143,77" 31%  $133,83: 29%
164,68 35% 160,44: 34% 172,57: 38%
311,89 67% 304,21° 65% 306,40 67%
150,42¢ 33% 165,90 35% 154,22! 33%
$462,32( 10(%  $470,12: 10(%  $460,62¢ 10(%
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2012 Compared to 2011

Net sales decreased 2% to $462.3 million in 2012paved to $470.1 million in 2011. The impact ofeiign currency decreased sales
$9.8 million in 2012 when compared to 2011. Neésanhcludes product sales and marketing servicevitaich is comprised of sales of
Trinity Evolution® in spine and orthopedic appliceats.

Sales

Net sales in our Spine global business unit inaeéas $311.9 million in 2012 compared to $304.2iarilfor 2011, an increase of 3%.
The increase in Spine’s net sales was primarilyéisalt of a 2% increase in sales of our Spine Reypa Regenerative Biologics in 2012
when compared to 2011, due to increased adoptidmimity Evolution® in Spine applications which léd a 30% increase in sales of
Regenerative Biologics in 2012. The RegeneratiyrauBation products used in Spine applications iasesl 3% when compared with 2011.
This sales increase was partially offset by a 6% afese in sales of our Spine Repair devices in 28th compared to 2011. International
Spine Repair device sales were down 21% and SppaiRsales in the U.S. were flat in 2012 when cameg to 2011.

Net sales in our Orthopedics global business wettehsed 9% to $150.4 million in 2012 comparedL&b$ million for 2011.
Orthopedicss constant currency net sales decreased by 3%, ®ndllion, during 2012 as compared to 2011. Tasrease was primarily d
to a 15% decrease in Physio-Stim Regenerative &ttion sales which were was partially offset byreased sales of Trinity Evolution® in
orthopedic applications which resulted in a 8% éase in Orthopedic Regenerative Biologics.

Gross Profit—Our gross profit decreased less than 1% to $378l®n for 2012 compared to $377.5 million for 2D1Gross profit as a
percent of net sales in 2012 was 81.3% compar8a.8%6 in 2011. This increase was the result of atpmral efficiency initiatives and a
favorable product and geographical sales mix

Sales and Marketing ExpenseSales and marketing expense, which includes cosioms, certain royalties and the bad debt provjsion
generally increases and decreases in relationds.sgales and marketing expense increased $di@mir less than 1%, to $200.3 million in
2012 compared to $200.1 million in 2011. As a petcé sales, sales and marketing expense was 4818942.6% for 2012 and 2011,
respectively. In 2012 the increase in sales andatiag expense as percent of sales was the rdgigicoeased incentive compensation
expense for sales administration and marketingopeed in 2012.

General and Administrative Expenseseneral and administrative expense decreased $iillién, or 16.5%, in 2012 to $53.8 million
compared to $64.4 million in 2011. General and aistriative expense as a percent of sales was 1ih.@%12 compared to 13.7% in 2011.
2012 and 2011 included the impact of approxima$dl® million and $8.1 million, respectively, in Elgexpenses associated with the bone
growth stimulation investigation, as well as costairred in connection with our internal investigatinto the compliance with the Foreign
Corrupt Practices Act with our former orthopedistdbution entity in Mexico. 2011 included $3.2 hwih of senior management succession
charges. The decrease is also attributable to aeetencentive compensation expense in 2012.

Research and Development ExperdResearch and development expense increased 35ohnm 2012 to $28.6 million compared to
$22.9 million in 2011. As a percent of sales, redeand development expense was 6.2% in 2012 cadpard.9% for the same period last
year. The increase in research and developmenhsgpén 2012 compared to 2011 was due to a $3libmiharge for an arbitratic
resolution related to a 2008 codevelopment agreerae$8 million strategic investment with Musculekkal Transplant Foundation (“MTF”)
on the development and commercialization of the gereration cell-based bone growth technologytamithg of spending related to our
ongoing research, development and clinical actisiti

Amortization of Intangible AssetsAmortization of intangible assets was $2.1 and $illion for 2012 and 2011, respectively.

45



Table of Contents

Charges Related to U.S. Government ResolutioRs#ing 2012, we recorded a charge of $2 millionahhiepresents imputed interest
accrued from the respective settlement in prindilgies in 2011 and 2012 through the payment datibeifourth quarter of 2012 on the
previously disclosed settlements in principle & thS. government investigations and related quicamplaints related to our regenerative
stimulation business and Blackstone Medical, Irespectively. During 2011, we reached an agreemegrinciple with the U.S. Government
to resolve criminal and civil matters related te fireviously disclosed government investigationswfregenerative stimulation business and
recorded a charge of $43 million for the estimatetflement. During 2011, we recorded a charge ¢ Bifllion to establish an accrual in
connection with the fines and penalties relateithéoFCPA matter involving our former distributiontigy. In February 2012, we reached an
agreement with the representative of the formeredtadders of Blackstone resolving all outstandiagrew and indemnification claims under
the Blackstone Merger Agreement. In 2011, we resti@ charge of approximately $6 million for prexstyuincurred legal fees that were in
excess of the amounts released and received fremsitrow fund.

Interest Expense, netinterest expense, net was $4.6 million in 2012 caneg to $9.5 million in 2011, primarily as the riésii a lowel
year over year outstanding debt balance and teseiextent, lower interest rat

Other Expense, net-Other expense, net was $1.7 million in 2012 comgao $2.4 million in 2011. The decrease can beaiyai
attributed to the effect of foreign exchange. Salef our foreign subsidiaries hold trade payableseceivables in currencies (most notably
the U.S. Dollar) other than their functional (Iocelirrency which results in foreign exchange gainksses when there is relative movement
between those currencies.

Income Tax Benefit (Expense)We recognized a $28.8 million and $21.2 milliooasion for income tax for 2012 and 2011,
respectively. During 2012, we recognized a changhé estimate of the tax deduction associated thdtsettlement of the U.S. Government
investigation of the Company’s bone growth stimolatbusiness. The income tax expense and effetztiveate for the year ended 2011
reflects a disproportionate ratio to 2012, as veerdit record tax benefit on certain expenses assativith our estimate of the charges rel;
to U.S. Government resolutions in 2011. The effectax rate for 2012 and 2011 was approximately 36 38%, respectively, excluding
impact of the charges related to the U.S. Governinguiries.

Discontinued operations-Discontinued operations in 2012 include approxehe$4 million of legal settlements and legal costt of
income taxes, related to certain specified protiabtlity matters related to its former subsidiaBreg. We agreed to indemnify Breg and its
purchaser with respect to such matters. 2012 atdodes the gain on the sale of Breg of $1.3 nmlkmd the results of our Sports Medicine
GBU up to May 24, 2012 (the closing date of the sdIBreg), net of income taxes. Subsequent to gedythe Company won an arbitration
award against an insurance carrier relating tdétsal of coverage under excess products liakplitycies with total limits of $30 million. As
result of the binding arbitration award, the cariseobligated to reimburse the Company for defengeenses, settlements, and judgments
associated with the underlying products liabililgims at issue. The Company estimates that ittilehto reimbursement of approximately
$13 million for past losses incurred, which is ir#d in discontinued operations in 2012. Discomthaperations in 2011 includes the results
of our Sports Medicine GBU.

Net Income (Loss}-Net income in 2012 was $51.3 million, or $2.70 pasic share and $2.64 per diluted share, companeet loss of
$1.1 million, or $(0.06) per basic and diluted hfor 2011. The weighted average number of basimoon shares outstanding was
18,977,263 and 18,219,343 during the years endedrbeer 31, 2012 and 2011, respectively. The weiginterage number of diluted
common shares outstanding was 19,390,413 and 1,843 8uring the years ended December 31, 2012 @ht, 2espectively.
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2011 Compared to 2010

Net sales increased 2% to $470.1 million in 20Ihpared to $460.6 million in 2010. The impact ofiign currency increased sales by
$6.3 million in 2011 when compared to 2010. Neésanhcludes product sales and marketing servicevitaich is comprised of sales of
Trinity Evolution® in spine and orthopedic appliceats.

Sales

Net sales in our Spine global business unit deetts$304.2 million in 2011 compared to $306.4iorilin 2010, a decrease of 1%.
The decrease in Spirgehet sales was primarily the result of a 7% desréa sales of our spine stimulation products ib12@hen compared
the 2010, due to lower industry-wide surgical prhges and organizational changes to our sales.fohis sales decrease was partially offset
by a 23% increase in sales of our biologics praglaod an increase in our implant products of 3% nwimenpared to 2010. The improvement
in hardware products included improved sales intbarocolumbar devices in 2011 compared to 2010tdurgcreased sales of our Firebird™
platform products including Phoenix MIS and DefagrCorrection.

Net sales in our Orthopedics global business unitiased to $165.9 million in 2011 compared to $ Hillion for 2010, an increase
8%. Orthopedics’s constant currency net sales aser@ by 4%, or $5.4 million during 2011 as compaoe2D10. This increase was led by
fixation products and the increased use of TriEwplution®in orthopedic applications but was offset by thdution in stimulation produc
used in long-bone applications. Sales of our fo@froducts and biologics products increased 218@&f0, respectively, during 2011 when
compared to 2010.

Gross Profit—Our gross profit increased 2% to $377.5 million2011, compared to $370.2 million for 2010. Grpesit as a percent
of net sales was 80.3% in 2011 and 80.4% in 2010.

Sales and Marketing ExpenseSales and marketing expense, which includes cosioms, certain royalties and the bad debt provjsion
generally increases and decreases in relationds.sgales and marketing expense increased $di@mir less than 1%, to $200.1 million in
2011 compared to $200.8 million in 2010. As a petcé sales, sales and marketing expense was 4206%43.6% for 2011 and 2010,
respectively. In 2011 the reduction in sales andketang expense as percent of sales was the i@sudirious consolidation and operational
efficiency initiatives we have executed on overilast several quarters.

General and Administrative ExpenseGeneral and administrative expense decreasediBian, or 11.7%, in 2011 to $64.4 million
compared to $72.9 million in 2010. 2011 and 20Xuded the impact of approximately $8.1 million &812 million, respectively, in legal
expenses associated with the bone growth stimualatieestigation as well as costs incurred in cotinaavith our internal investigation into
the compliance with the Foreign Corrupt Practiceswith our orthopedic distribution entity in Mexic2011 included $3.2 million of senior
management succession charges. These expensesfigetdy the various consolidation and operati@ifitiency initiatives we have
executed on over the past several quarters. AI2010 general and administrative expense inclu@eahiion related to employee
termination benefits associated with our interealrganization which streamlined operations andpeeted to lower future operating costs.
General and administrative expense as a percesaled was 13.7% in 2011 compared to 15.8% in 2010.

Research and Development Experdeesearch and development expense decreased $5oh mi2011 to $22.9 million compared to
$28.0 million in 2010. As a percent of sales, redeand development expense was 4.9% in 2011 cedpar6.1% for 2010. The decrease in
research and development expenses in 2011 comwa2€d 0 was due to timing of spending related toamgoing research, development .
clinical activities, our focus to eliminate actiei$ that are not directly related to developing lridging our products to market, and certain
improvements in our operational efficiencies. lditidn 2010 included costs associated with the ebation of the cervical disc clinical trial.

Amortization of Intangible AssetsAmortization of intangible assets increased $0illan for the year ended December 31, 2011 to
$2.4 million compared to $2.2 million for the yearded December 31, 2010.
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Charges Related to U.S. Government ResolutioDsiing 2011, we reached an agreement in princifile the U.S. Government to
resolve criminal and civil matters related to tmevously disclosed government investigations afregenerative stimulation business. We
expect that the Company will pay $43 million toake these matters and recorded a charge for tdsiat.

We have recorded a charge of $7.5 million to eihlan accrual in connection with the fines andaftéss related to the FCPA matter
involving our Promeca subsidiary.

In February 2012, we reached an agreement witheflresentative of the former shareholders of Blaclesresolving all outstanding
escrow and indemnification claims under the BlamhkstMerger Agreement. Under this agreement, apmprately $42.5 million was
distributed from the escrow fund to us (which Wil used, among other things, to fund the propo8@dsllion settlement in principle
described above. Each of the Company and the fostrameholders also mutually released each other &lbfurther claims against each ot
related to these matters. As of September 30, 208 had recognized $15.5 million as an “escrowived®e” on our balance sheet, reflecting
previously incurred expenses that we believed wesisonably assured of collection. In 2012 we rexxkapproximately $9.5 million in cash
from the escrow fund after application of (i) tig2$million allocated to the settlement in principlescribed above with the government and
(i) approximately $1 million of other fees recenthcurred with respect to this matter since Sepen30, 2011. As a result, we have recol
a charge of approximately $6 million during therbuquarter of 2011 for previously incurred legad$ that were reflected in this escrow
receivable balance as of September 30, 2011.

Interest Expense, netinterest expense, net was $9.5 million in 2011 caneg to $16.2 million in 2010. The decrease wasgrily the
result of a lower rate of effective interest dugdfinancing in 2010 and a lower year-over-yeastautding debt balance.

Other Expense, net-Other expense, net was $2.4 million in 2011 congpéweother income, net of $0.3 million in 2010. Tdi&ange ce
be mainly attributed to the effect of foreign exepa. Several of our foreign subsidiaries hold traalgables or receivables in currencies (n
notably the U.S. Dollar) other than their functibfiacal) currency which results in foreign exchargpins or losses when there is relative
movement between those currencies.

Income Tax Benefit (ExpenseXOur worldwide effective tax rate was 108.9% an®4 at December 31, 2011 and 2010. The income
tax expense and effective tax rate for the yeaeer11 reflects a disproportionate ratio to 2@E0wve did not record tax benefit on certain
expenses associated with our estimate of the chaeigted to U.S. Government resolutions in 20hk &ffective tax rate for 2010 was
mainly impacted by the sale of the vascular assdetsgy with losses in certain jurisdictions for whiiwe receive no tax benefit and the mix of
earnings among tax jurisdictions. The effectiverte for 2011 was approximately 38%, excludingithpact of the charges related to the
U.S. Government inquiries.

Discontinued operations-Discontinued operations in 2011 and 2010 inclutlesesults of our Sports Medicine GBU.

Net Income (Loss}-Net loss in 2011 was $1.1 million, or $(0.06) pesic share and diluted share, compared to netiaad $44.2
million, or $2.51 per basic and $2.47 per dilutkedre for 2010. The weighted average number of lzasiamon shares outstanding was
18,219,343 and 17,601,956 during the years endedrbger 31, 2011 and 2010, respectively. The weighterage number of diluted
common shares outstanding was 18,219,343 and 1B48.8uring the years ended December 31, 2011 @@, 2espectively.
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Liquidity and Capital Resources

Cash and cash equivalents at December 31, 2012$68ré million, of which $21.3 million is subject tertain restrictions under the
senior secured credit agreement described belois.cbmpares to cash and cash equivalents of $78i@mat December 31, 2011, of which
$45.5 million was subject to certain restrictiomsler the senior secured credit agreement desdoibled.

Net cash provided by operating activities was $Hiilion in 2012 compared to $64.8 million in 20HLdecrease of $53.6 million. Net
cash provided by operating activities is comprigedet income, non-cash items (including depreaiatind amortization, provision for
doubtful accounts, inventory obsolescence, shaseédbaompensation, deferred taxes, and the nebgasale of vascular operations) and
changes in working capital. Net income increase2i4illion to a net income of $51.3 million in ZDtompared to net loss of $1.1 million
in 2011. Non-cash items for 2012 decreased $8.Ibmio $43.6 million compared to $51.8 million2®11. The change in working capital
accounts is mainly attributable to charges reléded.S. Government resolutions and the escrow vabé. During 2011, we incurred charges
related to the U.S. Government resolutions ang fudlid these settlements during 2012. During 2€H€ escrow receivable balance increased
$32.6 million. The full escrow receivable was reeei in cash in 2012. Overall performance indicatorour two primary working capital
accounts, accounts receivable and inventory, refleg's sales in receivables of 123 days at Dece®be2012 compared to 99 days at
December 31, 2011 and inventory turns of 1.0 timtd3ecember 31, 2012, and 1.1 times as of DeceB81he011.

Net cash provided by investing activities was $rition in 2012 compared to a use of $31 millior2®11 primarily driven by the net
proceeds on the sale of Breg Inc. During 2012 &id 2we invested $28.8 million and $25.8 milliorcapital expenditures, respectively.

Net cash used in financing activities was $138.liagnifor 2012 compared to $13.7 million for 20Turing 2012, we repaid
approximately $188.7 million against the principal our senior secured debt compared to $7.5 milic011. Our restricted cash balance
decreased $25.8 million compared to an increa$24®2 million in 2011. During the year ended Decenti, 2012, we received proceeds of
$25.6 million compared to $20.1 million during 20Trbm the issuance of shares of our common stelelited to stock purchase plan
issuances and stock option exercises.

On August 30, 2010, the Company’s wholly-owned W@&ding company, Orthofix Holdings, Inc. (“OrthefHoldings”) entered into a
Credit Agreement (the “Credit Agreement”) with e@ntdomestic direct and indirect subsidiaries ef @ompany (the “Guarantors”),
JPMorgan Chase Bank, N.A., as Administrative AgB&S Citizens, N.A., as Syndication Agent, andaiartender parties thereto. The
Credit Agreement provides for a five year, $200illion secured revolving credit facility (the “Reling Credit Facility”), and a five year,
$100.0 million secured term loan facility (the “fieL.oan Facility”, and together with the Revolvinge@it Facility, the “Credit Facilities”).
Orthofix Holdings has the ability to increase timecaunt of the Credit Facilities by an aggregate amofiup to $50.0 million upon satisfact
of certain conditions.

In May 2012, the Company used a portion of the @eds from the sale of Breg, Inc. (see Note 15¢pay in full the remaining
$87.5 million balance on the Term Loan Facility goay down $57.5 million of amounts outstanding urtie Revolving Credit Facility. This
use of proceeds was required by the lenders’ comlsgad April 23, 2012 to the Credit Agreement.@dgsult of the sale of Breg, Breg ceased
to be a subsidiary of the Company and, thereforeg Bvas released as a credit party under the Chgditement. Additionally, the Company
paid $20 million in June and $20 million in SeptemB012 to reduce amounts outstanding under theliAeg Credit Facility. As a result, at
December 31, 2012, the Term Loan Facility had repaid in full and there was $20 million outstargdimder the Revolving Credit Facility.
As of December 31, 2012, the entire Revolving Qredcility was at the London Inter-Bank Offered ®éLIBOR”) plus a margin of 2.50%.
As of December 31, 2011, the entire Term Loan Faahd $100 million of the Revolving Credit Fatilwas at the LIBOR rate plus a
margin of 3.00%. The effective interest rate on@hedit Facilities as of December 31, 2012 was 2.7%

Outstanding principal on the Revolving Credit Fiaiis due on August 30, 2015.
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The Credit Agreement, as amended, requires Orthtdidings and the Company to comply with coverag@s on a consolidated basis
and contains affirmative and negative covenantduding limitations on additional debt, liens, istments and acquisitions.

The Credit Agreement, as amended, also includasteeé default customary for facilities of this gydJpon the occurrence of an event
of default, all outstanding loans may be acceléeratel/or the lenders’ commitments terminated. Thmgany was in compliance with the
affirmative and negative covenants at Decembe312 and there were no events of default.

Certain subsidiaries of the Company have restnstimn their ability to pay dividends or make inenpany loan advances pursuant to
the Company'’s Credit Facilities. The net asse®rtofix Holdings and its subsidiaries are restrictor distributions to the parent company.
Domestic subsidiaries of the Company, as parti¢sa@redit agreement, have access to these ret$ dssoperational purposes.

Borrowings under the Revolving Credit Facility, whimay be made in the future, will be used for wuglcapital, capital expenditures
and other general corporate purposes of Orthofiklidgs and its subsidiaries. The Guarantors haeeagieed repayment of Orthofix
Holdings’ obligations under the Credit AgreemerteTobligations of Orthofix Holdings and each of €garantors with respect to the Credit
Facilities are secured by a pledge of substantéligf the assets of Orthofix Holdings and eaclthef Guarantors.
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At December 31, 2012, we had outstanding borrowafdess than $1 million and unused available lioksredit of approximately
€5.8 million ($7.6 million) under a line of credistablished in Italy to finance the working capit&bur Italian operations. The terms of the
line of credit give us the option to borrow amouint$taly at rates determined at the time of boriragyy

Contractual Obligations
The following chart sets forth our contractual ghtions as of December 31, 2012:

Payments Due by Perioc

Contractual Obligations 2018 and
(US$ in thousands Total 2013 2014-201€ 2017 thereafter
Revolving Credit Facility $20,000 $ — $20,00 $ — $ —
Estimated interest on Credit Facility | 1,44t 542 90:< — —
Operating lease 17,06¢ 3,34( 8,48¢ 2,62( 2,62¢
Total $38,61« $3,88:. $29,38¢ $2,62( $ 2,62¢

(1) Estimated interest on credit facility assumagrpents are made in accordance with the schedalgdgnts as defined in the agreement.
Interest payments are estimated using rates inteffeDecember 31, 201

We may be required to make cash outlays relateditainrecognized tax benefits. However, due taitieertainty of the timing of
future cash flows associated with our unrecogntagcenefits, we are unable to make reasonablghieliestimates of the period of cash
settlement, if any, with the respective taxing auties. Accordingly, unrecognized tax benefitglusive of interest and penalties, of $1.6
million as of December 31, 2012 have been excldded the contractual obligations table above. kothfer information on unrecognized 1
benefits, see Note 13 to the consolidated finast&@kments included in this Form 10-K.

Off-balance Sheet Arrangements

As of December 31, 2012, we did not have any oféfize sheet arrangements that have or are reagdikaly to have a current or
future effect on our financial condition, changedinancial condition, revenues or expenses, regiloperations, cash flows, liquidity, cap
expenditures or capital resources that are materiavestors.
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ltem 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to certain market risks as paniobngoing business operations. Primary exposaagde changes in interest rates
and foreign currency fluctuations. These exposoagsvary sales, cost of sales, costs of operatindghe cost of financing and yields on ¢
and short-term investments. We use derivative firiinstruments, where appropriate, to manageethisks. However, our risk management
policy does not allow us to hedge positions we oibhold nor do we enter into derivative or otheaficial investments for trading or
speculative purposes. As of December 31, 2012,aglealcurrency swap in place to minimize foreigmency exchange risk related to a
€28.7 million ($37.9 million translated at the Ded®mmn 31, 2012 foreign exchange rate) intercompang. #s of December 31, 2012 the fair
value of the currency swap was approximately $GlBom and is recorded in other long-term assets.

We are exposed to interest rate risk in conneatitim our Term Loan Facility and Revolving Creditdilly, which bear interest at
floating rates based on LIBOR plus an applicabledwing margin or at a base rate (as defined intrealit Agreement) plus an applicable
borrowing margin. Therefore, interest rate charg@®erally do not affect the fair market value @ tlebt, but do impact future earnings and
cash flows, assuming other factors are held cohstan

As of December 31, 2012, $20 million of the RevtyCredit Facility is at the LIBOR rate plus a margf 2.50%. This margin is
adjusted based upon the measurement of the coawalitbverage ratio of the Company and its subsgdiavith respect to the immediately
preceding four fiscal quarters. As of December28il,2, our effective interest rate on our Creditilfees was 2.7%. Based on the balance
outstanding under the Credit Facilities as of Ddoen81, 2012, an immediate change of one percepi@igéin the applicable interest rate on
the Revolving Credit Facility would cause a chaimgimterest expense of approximately $0.2 milliomaally.

Our foreign currency exposure results from fludgngturrency exchange rates, primarily the U.SI&@gainst the Euro, Great Britain
Pound, Mexican Peso and Brazilian Real. We aresstibj cost of goods currency exposure when weyz@g@roducts in foreign currencies
such as the Euro or Great Britain Pound and sedielproducts in U.S. Dollars. We are subject tas@aational currency exposures when
foreign subsidiaries (or the Company itself) emmtéw transactions denominated in a currency ofiin their functional currency. As of
December 31, 2012, we had an un-hedged interconmgaewable denominated in Euro of approximatel.£2nillion ($30.6 million). We
recorded a foreign currency gain during the yededrDecember 31, 2012 of $0.5 million related ts tin-hedged long-term intercompany
balance in accumulated other comprehensive incamriagi2012, which resulted from the weakening ef Buro against the U.S. dollar
during the period. For the year ended Decembe2@®12, we recorded a foreign currency loss of $0lkom on the statement of operations
resulting from gains and losses in foreign curreimagsactions.

We also are subject to currency exposure from kaéing the results of our global operations inte thS. dollar at exchange rates that
fluctuate during the period. The U.S. dollar eqiéné of international sales denominated in foraigrrencies was unfavorably impacted
during the year ended December 31, 2012 by morfbinéign currency exchange rate fluctuations ofwh®. dollar against all of the foreign
functional currencies for our international operas during 2012 versus the same periods in 2014 Ul8. dollar equivalent of international
sales denominated in foreign currencies was falpiatpacted during the year ended December 31, B@Irhonthly foreign currency
exchange rate fluctuations of the U.S. dollar agfdime local foreign currency versus the same gsriilo 2010. As we continue to distribute
and manufacture our products in selected foreigmtes, we expect that future sales and costceged with our activities in these markets
will continue to be denominated in the applicalileefgn currencies, which could cause currency Glatbns to materially impact our
operating results.

52



Table of Contents

Item 8. Financial Statements and Supplementary Dat
See “Index to Consolidated Financial Statementspage F-1 of this Form 10-K.

Item 9. Changes in and Disagreements with Accountants on Agunting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Disclosure Controls and Procedures

Under the supervision and with the participatiomof management, including our President and (wetutive Officer and our Chief
Financial Officer and Senior Vice President of lice, we performed an evaluation of the effectiverdshe design and operation of our
disclosure controls and procedures (as definekah&nge Act Rule 13a—15(e) or 15d—15 (e)) as okt of the period covered by this
Form 10-K. Based upon that evaluation, our Presided Chief Executive Officer and Chief Financidfi€r and Senior Vice President of
Finance concluded that, as of the end of the pexiweéred by this Form 10-K, our disclosure contesid procedures were effective.

Changes in Internal Control over Financial Repogin

There have not been any changes in our internatamver financial reporting during the fourth gtea of 2012 that have materially
affected or are reasonably likely to materiallyeaff our internal control over financial reporting.
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ORTHOFIX INTERNATIONAL N.V.
Management’s Report on Internal Control over Finangal Reporting

Management of the Company is responsible for @stdaby and maintaining adequate internal contr@rdinancial reporting (as such
term is defined in Rule 13a-15f under the Exchafag®®. The Company’s internal control over finandi@porting includes those policies and
procedures that (i) pertain to the maintenanceadnds that, in reasonable detail, accurately ainty freflect the transactions and dispositions
of the assets of the Company; (ii) provide reastenabsurance that transactions are recorded assaggdo permit preparation of financial
statements in accordance with generally acceptenuating principles, and that receipts and expenelt of the Company are being made
only in accordance with authorizations of manageraed directors of the Company; and (iii) proviéasonable assurance regarding
prevention or timely detection of unauthorized asigjon, use, or disposition of the Company’s asskat could have a material effect on the
financial statements.

Internal control over financial reporting is desgrto provide reasonable assurance to the Compamrisgement and board of
directors regarding the preparation of reliablaficial statements for external purposes in accorlatith generally accepted accounting
principles. Internal control over financial repadiincludes self-monitoring mechanisms and actiaken to correct deficiencies as they are
identified. Because of the inherent limitationsimy internal control, no matter how well designaisstatements may occur and not be
prevented or detected. Accordingly, even effeciternal control over financial reporting can preionly reasonable assurance with respect
to financial statement preparation. Further, thaation of the effectiveness of internal contreéofinancial reporting was made as of a
specific date, and continued effectiveness in &ipariods is subject to the risks that controls egome inadequate because of changes in
conditions or that the degree of compliance withpblicies and procedures may decline.

Management conducted an evaluation of the effantise of the Company’s system of internal contreirdwnancial reporting as of
December 31, 2012 based on the framework set ifoffinternal Control—Integrated Framework” issuedthe Committee of Sponsoring
Organizations of the Treadway Commission (the C@8@ria). Based on its evaluation, managementlooled that, as of December 31,
2012, the Company'’s internal control over financigdorting is effective based on the COSO criteria.

The Company’s independent registered public ac@ogifitm, Ernst & Young, LLP, has issued an audpart on the effectiveness of
our internal control over financial reporting whichmediately follows this report.
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Shareholders of Orthofixinternational N.V.

We have audited Orthofix International N.V.’s imtal control over financial reporting as of DecemBg&y 2012, based on criteria
established in Internal Control—Integrated Framédwssued by the Committee of Sponsoring Organinatiaf the Treadway Commission
(the COSO criteria). Orthofix International N.Vriisanagement is responsible for maintaining effedtiternal control over financial
reporting, and for its assessment of the effecagsrof internal control over financial reportinglirded in the accompanying Management’s
Report on Internal Control over Financial Reporti@gir responsibility is to express an opinion om @ompany’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the staisdof the Public Company Accounting Oversightri8q@nited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whethatigéfénternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegéfeness of internal control based on the
assessed risk, and performing such other procedsre® considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonableaaesuregarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financatkestents 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 @jige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use or disposition of the companyse#s that could have a material effect on the firstatements.

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

In our opinion, Orthofix International N.V. mainteid, in all material respects, effective interraitcol over financial reporting as of
December 31, 2012, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated balance sheets of Orthofix InternatfidhV. as of December 31, 2012 and 2011, anddla¢ed consolidated statements of
operations and comprehensive income (loss), changdmreholders’ equity, and cash flows for edfctne three years in the period ended
December 31, 2012 of Orthofix International N.Vdaur report dated March 1, 2013 expressed an lifigdapinion thereon.

/sl Ernst & Young LLF

Dallas, Texa:
March 1, 201:
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ltem 9B. Other Information

Not applicable.

PART IlI

Information required by ltems 10, 11, 12, 13 andflBorm 10-K is omitted from this annual reportiamill be filed in a definitive
proxy statement or by an amendment to this anmyalrt not later than 120 days after the end ofitfoal year covered by this annual report.

Iltem 10. Directors, Executive Officers and Corporate Governace

We will provide information that is responsive histltem 10 regarding executive compensation indgfiinitive proxy statement or in
an amendment to this annual report not later tfndhys after the end of the fiscal year coverethlsyannual report, in either case under
caption “Information About Directors,” “Section Z(Beneficial Ownership Reporting Compliance” atitkos possibly elsewhere therein.
That information is incorporated in this Item 10reference.

ltem 11. Executive Compensation

We will provide information that is responsive histltem 11 regarding executive compensation ind@fiinitive proxy statement or in
an amendment to this annual report not later tfndhys after the end of the fiscal year coverethlsyannual report, in either case under
caption “Executive Compensation,” and possibly wlsere therein. That information is incorporatedhiis Item 11 by reference.

Item 12.  Security Ownership of Certain Beneficial Owners andVlanagement and Related Stockholder Matter:

We will provide information that is responsive histltem 12 regarding ownership of our securitigeértain beneficial owners and our
directors and executive officers, as well as infation with respect to our equity compensation plamsur definitive proxy statement or in
amendment to this annual report not later thande3® after the end of the fiscal year covered yahnual report, in either case under the
captions “Security Ownership of Certain Benefiéalners and Management and Related Stockholders*Eqdty Compensation Plan
Information,” and possibly elsewhere therein. Tih&drmation is incorporated in this Item 12 by mefece.

ltem 13. Certain Relationships and Related Transactions, an®irector Independence

We will provide information that is responsive histltem 13 regarding transactions with relatedipaiand director independence in
definitive proxy statement or in an amendment te #imnual report not later than 120 days afteetitof the fiscal year covered by this
annual report, in either case under the captiont&lreRelationships and Related Transactions,”@ossibly elsewhere therein. That
information is incorporated in this Iltem 13 by mefece.

ltem 14. Principal Accountant Fees and Service

We will provide information that is responsive histltem 14 regarding principal accountant feessardices in our definitive proxy
statement or in an amendment to this annual remmater than 120 days after the end of the figeal covered by this annual report, in ei
case under the caption “Principal Accountant FeesServices,” and possibly elsewhere therein. ifiatmation is incorporated in this
Item 14 by reference.
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Item 15.

PART IV

Exhibits and Financial Statement Schedule

(@) Documents filed as part of report on Form 10-K
The following documents are filed as part of tleipart on Form 10-K:

1.

3.

Exhibit
Number

21

2.2

3.1

3.2

10.1

10.2

10.3+

10.4

10.5+

Financial Statemen
See “Index to Consolidated Financial Statementspage F-1 of this Form 10-K.

Financial Statement Schedu
See “Index to Consolidated Financial Statementspage F-1 of this Form 10-K.

Exhibits

Description

Asset Purchase Agreement, dated as of March 8, 2§1&nd between Tyco Healthcare Group LP d/b/adiew, Covidien AG,
Mallinckrodt do BrasilLtda, Kendall de Mexico S.8e C.V., Novamedix Limited, Novamedix Distributibimited, Novamedix
Services Limited, Promeca S.A. de C.V., OrthofixBtasil, OrthofixS.r.l., Orthofix S.A., Intavent @ofix Limited, Breg Mexico
S. de R.I. de CV, and Implantes y Sistemas Medicas (filed as an exhibit to the Company’s curregort on Form 8-K filed
March 9, 2010 and incorporated herein by referet

Stock Purchase Agreement, dated as of April 232206¢ and among Breg, Inc., Orthofix Holdings, land Breg Acquisition
Corp. (filed as an exhibit to the Compi's current report on Forn-K filed April 24, 2012 and incorporated herein efarence)

Certificate of Incorporation of the Company (filagl an exhibit to the Company’s annual report omF20-F dated June 29, 2001
and incorporated herein by referenc

Articles of Association of the Company as amendided(as an exhibit to the Company’s Annual regmrtForm 10-K for the year
ended December 31, 2011 and incorporated hereiafbyence)

Credit Agreement, dated as of August 30, 2010, an@mhofix Holdings, Inc., Orthofix International. M. and certain domestic
subsidiaries of Orthofix International N.V., theveeal banks and other financial institutions as riragn time to time become
parties thereunder, and JPMorgan Chase, N.A. (&itedn exhibit to the Company’s current report om=8-K filed August 31,
2010 and incorporated herein by referen

First Amendment to Credit Agreement, dated May(G4,12 among Orthofix Holdings, Inc., a Delaware cogtion, Orthofix
International N.V. (“Orthofix International”a Netherlands Antilles corporation, certain donwedtiect and indirect subsidiaries
Orthofix International, JPMorgan Chase Bank, Na%. Administrative Agent, and certain lender patiieseto (filed as an exhibit
to the Compar’s current report on Forn-K filed May 5, 2011 and incorporated herein by refee).

Matrix Commercialization Collaboration Agreementtered into July 24, 2008, by and between Orthdfidings, Inc. and
Musculoskeletal Transplant Foundation (filed agahibit to the Company’s annual report on Form 1fKthe fiscal year ended
December 31, 2009 and incorporated herein by nefede

Amendment No. 1 to Matrix Commercialization Colladtion Agreement, dated as of December 15, 201@nbybetween
Musculoskeletal Transplant Foundation, Inc. anch@fix Holdings, Inc. (filed as an exhibit to the @pany’s annual report on
Form 1(-K for the fiscal year ended December 31, 2010 andrporated herein by referenc

Amendment No. 2 to Matrix Commercialization Colladion Agreement, dated as of January 9, 2012nbybatween
Musculoskeletal Transplant Foundation, Inc. anch@fix Holdings, Inc. (filed as an exhibit to amengimno. 1 to the Company’s
annual report on Form -K/A for the year ended December 31, 2011 and irm@ated herein by referenci
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10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13
10.14°

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

Orthofix International N.V. Amended and RestatedlcktPurchase Plan, as amended (filed as an exbitsie Company’s
quarterly report on Form -Q for the quarter ended March 31, 2011 and incertedrherein by reference

Orthofix International N.V. 2012 Long-Term Incerdgi¥lan (filed as an exhibit to the Company’s quirteport on Form 10-Q
for the quarter ended June 30, 2012 and incorpibiegeein by referenci

Orthofix International N.V. Amended and Restate@420Qong Term Incentive Plan (filed as an exhibitte Company’s
quarterly report on Form -Q for the quarter ended June 30, 2009 and incotgbizerein by reference

Orthofix International N.V. Staff Share Option Plas amended through April 22, 2003 (filed as énil@ito the Company’s
annual report on Form -K for the fiscal year ended December 31, 2007 andrporated herein by referenc

Amended and Restated Orthofix Deferred Compens#&tian (filed as an exhibit to the Company’s curreport on Form 8-K
filed January 7, 2009, and incorporated hereindigrence)

Form of Employee Non-Qualified Stock Option Agreatnender the Orthofix International N.V. 2012 Lohgrm Incentive
Plan.

Form of Non-Employee Director NoQualified Stock Option Agreement under the Orthdfiternational N.V. 2012 Long Ter
Incentive Plan

Form of Employee Restricted Stock Grant Agreementeu the Orthofix International N.V. 2012 Long Telmeentive Plan

Form of Non-Employee Director Restricted Stock Gragreement under the Orthofix International N.X012 Long Term
Incentive Plan

Form of Employee Non-Qualified Stock Option Agreatnender the Orthofix International N.V. AmendedidRestated 2004
Long-Term Incentive Plan (post-2008 grants) (fitlesdan exhibit to the Company’s current report omT8K filed July 7, 200¢
and incorporated herein by referenc

Form of Non-Employee Director Non-Qualified Stockti@n Agreement under the Orthofix Internationa/ NAmended and
Restated 2004 Long-Term Incentive Plan (post-20@8tg) (filed as an exhibit to the Company’s curreport on Form 8-K
filed July 7, 2009 and incorporated herein by refiee).

Form of Nonqualified Stock Option Agreement under Orthofix International N.V. Amended and Rest#16684 Long Term
Incentive Plan (pre-2009 grants—vesting over 3g)ediled as an exhibit to the Company’s curreipiore on Form 8-K filed
June 20, 2008 and incorporated herein by refere

Form of Nonqualified Stock Option Agreement under Orthofix International N.V. Amended and Rest&16684 Long Term
Incentive Plan (pre-2009 grants— year cliff ves}iffded as an exhibit to the Company’s currentaemn Form 8-K filed
June 20, 2008 and incorporated herein by refere

Form of Restricted Stock Grant Agreement undeiGh@ofix International N.V. Amended and Restate6£20Qong Term
Incentive Plan (pre-2011 grants—vesting over 3gediled as an exhibit to the Company’s curremont on Form 8-K filed
June 20, 2008 and incorporated herein by refere

Form of Restricted Stock Grant Agreement undei@héofix International N.V. Amended and Restate8£20Qong Term
Incentive Plan (post-2010 grants—vesting over 3g)gdiled as an exhibit to the Company’s annugbréon Form 1 for the
fiscal year ended December 31, 2010 and incorpdfzecin by reference

Form of Restricted Stock Grant Agreement undeiGh@ofix International N.V. Amended and Restate@£20Qong Term
Incentive Plan (3 year cliff vesting) (filed as exhibit to the Company’s current report on Form &t&d June 20, 2008 and
incorporated herein by referenc

Inducement Grant Nonqualified Stock Option Agreettmtween Orthofix International N.V. and RoberVaters (filed as an
exhibit to the current report on Form 8-K of Ortixdhternational N.V dated September 10, 2008 amodiporated herein by
reference)

Inducement Grant Nonqualified Stock Option Agreemeated April 1, 2011, between Orthofix InternatdN.V. and Vicente
Trelles (filed as an exhibit to the Company’s gedytreport on Form 10-Q for the quarter ended Mat, 2011 and
incorporated herein by referenc

Form of Award Letter Regarding Special RetentiostCBonus Award (filed as an exhibit to the Compargurrent report on
Form ¢&-K/A filed on February 23, 2011 and incorporatedeireby reference’

Description of Director Compensation Policy (filasl an exhibit to the Company’s quarterly reporForm 10-Q for the quarter
ended June 30, 2012 and incorporated herein byerefe).

Form of Indemnity Agreement (filed as an exhibithie Company’s annual report on Form 10-K for ikedl year ended
December 31, 2008 and incorporated herein by netede
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10.27  Amended and Restated Employment Agreement, eniteieednd effective as of July 1, 2009, by and betw®rthofix Inc. and
Alan W. Milinazzo (filed as an exhibit to the Conmy&s current report on Form 8-K filed July 7, 2088d incorporated herein by
reference)

10.2¢  Amendment No. 1 to Amended and Restated Employwgrégement, dated July 30, 2009, by and betweenofxtinc. and Alan
W. Milinazzo (filed as an exhibit to the Companyisarterly report on Form 10-Q for the quarter en8epgtember 30, 2009 and
incorporated herein by referenc

10.2¢  Letter Agreement, dated June 15, 2011, betweerofxttinc., Orthofix International N.V. and Alan Wiilinazzo (filed as an
exhibit to the Compar's quarterly report on current report on For-K filed June 16, 2011 and incorporated herein igresce)

10.3C  Amended and Restated Employment Agreement, dateflJasme 15, 2011 and effective as of August 1,120% and between
Orthofix Inc., Orthofix International N.V. and Raé&. Vaters (filed as an exhibit to the Compargugrterly report on current
report on Form -K filed June 16, 2011 and incorporated herein ligresce)

10.31  Amendment No. 1 to Amended and Restated Employmgrégement, dated as of August 29, 2012, by anddstvOrthofix Inc.
and Robert S. Vaters (filed as an exhibit to then@any’s current report on Form 8-K filed August 20,12 and incorporated
herein by reference

10.3z  Amended and Restated Employment Agreement, eniteieednd effective as of July 1, 2009, by and betw®rthofix Inc. and
Michael M. Finegan (filed as an exhibit to the Ca@mny's current report on Form 8-K filed July 7, 2C818 incorporated herein by
reference)

10.3:  Amendment No. 1 to Amended and Restated Employwgregement, dated August 4, 2009, by and betweemofixtinc. and
Michael M. Finegan (filed as an exhibit to the Camy's quarterly report on Form 10-Q for the quaeteded September 30, 2009
and incorporated herein by referenc

10.34 Amendment No. 2 to Amended and Restated Employwgrdgement, dated as of October 1, 2011, by anddmtvOrthofix Inc.
and Michael M. Finegan (filed as an exhibit to @@mpany’s current report on Form 8-K filed OctodeR011 and incorporated
herein by reference

10.3t  Amendment No. 3 to Amended and Restated Employwgrdement, dated as of August 29, 2012, by anddsivOrthofix Inc.
and Michael Finegan (filed as an exhibit to the @any’s current report on Form 8-K filed August 2012 and incorporated
herein by reference

10.3¢  Employment Agreement, entered into on Decembe®®02by and between Orthofix Inc. and Jeffrey Ma@uom (filed as an
exhibit to the Company’s annual report on Form 1fbkthe fiscal year ended December 31, 2010 acarporated herein by
reference)

10.37 Employment Agreement, entered into as of March02,12 by and between Orthofix Inc. and Brian McCuail(filed as an exhibit
to the Compar’s current report on Forn-K filed March 7, 2011 and incorporated herein bigrence)

10.3¢  Amended and Restated Employment Agreement, datefi@stober 16, 2012 and effective as of Novemh&04.2, between
Orthofix Inc. and Brian McCollum (filed as an extito the Company’s current report on Form 8-Kdil®ctober 16, 2012 and
incorporated herein by referenc

10.3¢  Employment Agreement, entered into as of Aprild12, by and between Orthofix Inc. and Vicente Blffiled as an exhibit to
the Compan’s quarterly report on Form -Q for the quarter ended March 31, 2011 and incatgorherein by reference

10.4C  Employment Agreement, entered into as of Janua2@¥3, by and between Orthofix Inc. and Emily Bux(tled as an exhibit to
the Compan’s current report on Forn-K filed January 11, 2013 and incorporated hereindigrence)

10.41  Employment Agreement, entered into as of Octob@011, by and between Orthofix Inc. and Bryan Mdafil(filed as an exhibit
to the Compar’s quarterly report on Form -Q for the quarter ended September 30, 2011 andgdocated herein by referenc
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10.4:

10.4:

10.4«

10.4¢

21.1°
23.1°
31.1°
31.2°
32.1°
32.2°
101~

Form of Amendment to Stock Option Agreements (fob&t S. Vaters and Michael M. Finegan) (filed agzhibit to the
Compan’s current report on Forn-K filed July 7, 2009 and incorporated herein byerehce)

Settlement Agreement, entered into on June 6, 20hdng the United States of America, acting thrathghUnited States
Department of Justice and on behalf of the Offitlnspector General of the Department of Health ldndchan Services, the
TRICARE Management Activity, through its Generalu@eel, the Office of Personnel Management , icafsacity as
administrator of the Federal Employees Health B&nBfogram, the United States Department of Vetéféairs, Orthofix
International N.V. and relator Jeffrey J. Bierméled as an exhibit to the Company’s current reporf-orm 8-K/A filed June 7,
2012 and incorporated herein by referen

Amended Plea Agreement, entered into on Decemhe&2Qii®, among the United States Attorney for thetriait of
Massachusetts, the Department of Justice and O«timaf (filed as an exhibit to the Company’s cuntreeport on Form 8-K filed
December 19, 2012 and incorporated herein by netede

Corporate Integrity Agreement, entered into on Jyr2012, between the Office of Inspector Genefrdhe® Department of Heal
and Human Services and Orthofix International Nfiled as an exhibit to the Company’s current répor Form 8-K/A filed
June 7, 2012 and incorporated herein by refere

List of Subsidiarie:

Consent of Independent Registered Public Accourking

Rule 1314(a)/15¢14(a) Certification of Chief Executive Office
Rule 13-14(a)/15¢14(a) Certification of Chief Financial Office
Section 1350 Certification of Chief Executive O#fic

Section 1350 Certification of Chief Financial O#fic

The following financial statements from Orthofixénnational N.V. on Form 18-for the year ended December 31, 2012 filec
March 1, 2013, formatted in XBRL: (i) ConsolidatBdlance Sheets, (ii) Consolidated Statements of&peas and
Comprehensive Income (Loss), (iii) ConsolidatedeSteents of Changes in Shareholders’ Equity, (ivistidated Statements of
Cash Flows, and (v) the Notes to the Consolidatedrfeial Statement:

* Filed herewith

+ Certain confidential portions of this exhibit wesmitted by means of redacting a portion of tié fEhis exhibit has been filed separately
with the Secretary of the Commission without reabenst pursuant to our Application Requesting Conftag Treatment under the
Securities Exchange Act of 19z

A This exhibit will not be deemed “filed” for purpes of Section 18 of the Securities Exchange A&98# (15 U.S.C. 78r), or otherwise
subject to the liability of that Sectio

60



Table of Contents

SIGNATURES

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

ORTHOFIX INTERNATIONAL N.V.

Dated: March 1, 2013 By: /s/_Robert S. Vaters
Name: Robert S. Vaters
Title: President and Chief Executive Officer, Director
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Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on
behalf of the Registrant and in the capacities@nthe dates indicated.

Name

/s ROBERT S. VATERS

Robert S. Vaters

/s/ EMILY V. BUXTON

Emily V. Buxton

/sl JAMES F. GERO

James F. Gerc

/sl WALTER VON WARTBURG

Walter von Wartburg

/s/ GUY JORDAN

Guy Jordan

/sl KENNETH R. WEISSHAAR

Kenneth R. Weisshaar

/s/ MICHAEL MAINELLI

Michael Mainelli

/sl DAVEY S. SCOON

Davey S. Scoot

/sl MARIA SAINZ

Maria Sainz

Title

President and Chief Executive Offic
Director (Principal Executive Office

Interim Chief Financial Officer and Chi

Financial Officer, Orthopedics Global Business Unit
(Principal Financial and Accounting Office

Chairman of the Board of Directa

Director

Director

Director

Director

Director

Director
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March 1, 201z

March 1, 201:

March 1, 201:

March 1, 201z
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ORTHOFIX INTERNATIONAL N.V.
Statement of Management’s Responsibility for Finanial Statements
To the Shareholders of Orthofix International N.V.:

Management is responsible for the preparation®ttnsolidated financial statements and relatemnmdition that are presented in this
report. The consolidated financial statements, Wwiiclude amounts based on management’s estimadgsidgments, have been prepared in
conformity with accounting principles generally apted in the United States. Other financial infaiorain the report to shareholders is
consistent with that in the consolidated finanstatements.

The Company maintains accounting and internal cbstrstems to provide reasonable assurance asanable cost that assets are
safeguarded against loss from unauthorized usesposition, and that the financial records areat#é for preparing financial statements and
maintaining accountability for assets. These systara augmented by written policies, an organimatistructure providing division of
responsibilities and careful selection and trairohgualified personnel.

The Company engaged Ernst & Young LLP independagistered public accountants to audit and rendeparion on the consolidated
financial statements in accordance with auditimggards of the Public Company Accounting Oversigdrd (United States). These
standards include an assessment of the systemtenial controls and test of transactions to theréconsidered necessary by them to
support their opinion.

The Board of Directors, through its Audit Committansisting solely of outside directors of the Camy meets periodically with
management and our independent registered puldauatants to ensure that each is meeting its redipibties and to discuss matters
concerning internal controls and financial repagtirnst & Young LLP has full and free access ®Aludit Committee.

James F. Gero
Chairman of the Board of Directors

Robert S. Vaters
President and Chief Executive Officer, Director

Emily V. Buxton
Interim Chief Financial Officer and Chief Financ@fficer, Orthopedic Global Business Unit
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ORTHOFIX INTERNATIONAL N.V.
Index to Consolidated Financial Statements

Page
Index to Consolidated Financial Stateme F-1
Report of Independent Registered Public Accourfding F-2
Consolidated Balance Sheets as of December 31,&01201 F-3
Consolidated Statements of Operations and Compsaelemcome (Loss) for the years ended DecemberR2@®112, 2011 and 201 F-4
Consolidated Statements of Changes in Shareh’ Equity for the years ended December 31, 2012, 20@1201( F-5
Consolidated Statements of Cash Flows for the yaaded December 31, 2012, 2011 and = F-6
Notes to the Consolidated Financial Statem F-7
Schedule —Condensed Financial Information of Registrant Ofithimternational N.V. S1
Schedule —Valuation and Qualifying Accoun S5

All other schedules for which provision is madetia applicable accounting regulation of the Semsriand Exchange Commission are
not required under the related instructions orirgaeplicable and therefore have been omitted.
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Reports of Independent Registered Public Accountingirm
The Board of Directors and Shareholders of Orthofixinternational N.V.

We have audited the accompanying consolidated balsimeets of Orthofix International N.V. as of Daber 31, 2012 and 2011, and
the related consolidated statements of operatindsamprehensive income (loss), changes in shatetslequity, and cash flows for each of
the three years in the period ended December 32.Z0ur audits also included the financial statensehedule listed in the index at Item 15
(a). These financial statements and schedulehanesponsibility of the Company’s management. i@sjponsibility is to express an opinion
on these financial statements and schedules basedr@audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disis in the financial statements. An
audit also includes assessing the accounting ptexused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements referredlbove present fairly, in all material respedts,¢onsolidated financial position of
Orthofix International N.V. at December 31, 201212011, and the consolidated results of its opamatand its cash flows for each of the
three years in the period ended December 31, 20T@nformity with U.S. generally accepted accoogiprinciples. Also, in our opinion, the
related financial statement schedules, when coreside relation to the basic consolidated finanstatements taken as a whole, present fairly
in all material respects the information set fattarein.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), Orthofix
International N.V.’s internal control over finantiaporting as of December 31, 2012, based onriitstablished in Internal Control—
Integrated Framework issued by the Committee ohSpiing Organizations of the Treadway Commissiah@ur report dated March 1, 20
expressed an unqualified opinion thereon.

/sl Ernst & Young LLF

Dallas, Texa:
March 1, 201:
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ORTHOFIX INTERNATIONAL N.V.
Consolidated Balance Sheets as of December 31, 26h# 2011

(U.S. Dollars, in thousands except share and per ate data) 2012 2011
Assets
Current asset:
Cash and cash equivalel $ 31,058 $ 33,207
Restricted cas 21,31« 45,47¢
Trade accounts receivable, less allowances of 886Ghd $9,376 at December 31, 2012 and 2011,
respectively 150,31¢ 132,82¢
Inventories 88,74« 82,96¢
Deferred income taxe 16,95¢ 16,34¢
Escrow receivabl — 41,53]
Prepaid expenses and other current a: 32,05¢ 26,06¢
Assets held for sal — 171,18!
Total current asse 340,44 549,62(
Property, plant and equipment, | 51,36: 43,36¢
Patents and other intangible assets 6,88( 8,23¢
Goodwill 74,38¢ 73,09/
Deferred income taxe 19,90¢ 18,58¢
Other lon¢-term asset 11,308 11,57(
Total asset $504,28. $704,47.

Liabilities and shareholders equity
Current liabilities:

Bank borrowings $ 16 $ 1,31¢
Current portion of lon-term debt — 17,50(
Trade accounts payak 21,81: 16,48¢
Accrued charges related to U.S. Government resuisi — 82,50(
Other current liabilitie: 46,96¢ 45,32]
Liabilities held for sale — 22,67¢
Total current liabilities 68,79" 185,80¢
Long-term debt 20,00( 191,19!
Deferred income taxe 11,45¢ 9,77¢
Other lon¢-term liabilities 4,93( 2,51¢
Total liabilities 105,18: 389,30:

Contingencies (Note 1¢
Shareholder equity
Common shares $0.10 par value; 50,000,000 shatlesrened; 19,339,329 and 18,465,444 issued and

outstanding as of December 31, 2012 and 2011, ctgply 1,93¢ 1,84¢
Additional paic-in capital 246,11: 214,31(
Retained earning 148,54¢ 97,25¢
Accumulated other comprehensive inca 2,50¢ 1,761
Total shareholde’ equity 399,09¢ 315,17:
Total liabilities and sharehold¢ equity $504,28.  $704,47.

The accompanying notes form an integral part of¢heonsolidated financial statements.
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ORTHOFIX INTERNATIONAL N.V.

Consolidated Statements of Operations and Comprehsive Income (Loss)

For the years ended December 31, 2012, 2011 and @01

(U.S. Dollars, in thousands, except share and pehare data)
Product sales

Marketing service fee

Net sales

Cost of sale:

Gross profit
Operating expenst
Sales and marketir
General and administrati\
Research and developmt
Amortization of intangible asse
Charges related to U.S. Government resolutionsg(l16)

Operating incom:
Other income and expen

Interest expense, n

Other expens

Income before income tax
Income tax expens

Net income (loss) from continuing operations, rfeba

Discontinued operations (Note 1
Gain on sale of Breg, Inc., net of t
Gain on sale of vascular operations, net of
Income (loss) from discontinued operatic
Income tax benefit (expens

Net income (loss) from discontinued operations,afi¢tix

Net income (loss

Net income (loss) per common sk—basic:
Net income (loss) from continuing operations, rfeb®
Net income ( loss) from discontinued operations afi¢ax

Net income (loss) per common sk—basic

Net income (loss) per common sk—diluted:
Net income (loss) from continuing operations, rfeb®
Net income (loss) from discontinued operations,afi¢tix

Net income (loss) per common sk—diluted:

Weighted average number of common she
Basic

Diluted

Other Comprehensive income (loss), before
Translation adjustmel
Unrealized gain (loss) on derivative instrum

Other Comprehensive income (loss), before

Income tax related to components of other compr&tierincome

Other Comprehensive income loss, net of
Comprehensive income (los

2012 2011 2010
$ 41585 $ 43297 $ 430,78
46,47( 37,14¢ 29,84¢
462,32( 470,12: 460,62
86,49: 92,61¢ 90,46
375,82 377,50: 370,16t
200,34 200,14 200,83
53,82 64,37 72,91
28,57 22,86 27,95¢
2,09¢ 2,35( 2,21¢
1,97¢ 56,46 —
286,81 346,19 303,91
89,01 31,30¢ 66,25(
(4,577) (9,456) (16,21
(1,70%) (2,412 331
(6,287) (11,86¢) (15,88¢)
82,72¢ 19,44: 50,36+
(28,79:) (21,18) (22,606)
53,93¢ (1,740 27,75¢
1,34¢ — _
— — 12,01¢
(4,017) 1,26¢ 10,01¢
26 (596) (5,589
(2,641) 667 16.45(
$ 51,200 $ (1,079 44,20¢
$ 28/ $ (010 1.5¢
(0.1 0.0¢ 0.9:
$ 27C  $  (0.00 2.51
$ 27¢ $ (0.0 1.5t
(0.1 0.0< 0.92
$ 26/  $  (0.00 2.47
18,977,26 18,219,34 17,601,95
19,390,41 18,219,34 17,913,54
$ 48 $ (3,199 (1,710
41€ (699) (126€)
89¢€ (3,885) (1,836)
(159) 25€ 36
742 (3,629 (1,800
$ 5203 $ (4,709 42,40¢
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ORTHOFIX INTERNATIONAL N.V.

Consolidated Statements of Changes in Shareholdersguity

For the years ended December 31, 2012, 2011 and @01

(U.S. Dollars, in thousands, except share dat

At December 31, 2009

Net income

Unrealized loss on derivative instrument (net of
taxes of $36
Translation adjustmel

Tax benefit on exercise of stock optic
Share-based compensation expel
Common shares issu

At December 31, 201

Net income

Unrealized loss on derivative instrument (net of
taxes of $256
Translation adjustmel

Purchase of minority intere

Tax benefit on exercise of stock optic

Reclassification for tax benefit on exercise otkto
options

Shar-based compensation expel

Common shares issur

At December 31, 201

Net income

Unrealized gain loss on derivative instrument (n
of taxes of $153
Translation adjustmel

Shar-based compensation expe!
Common shares issu

At December 31, 201

Accumulated

Number of Other Total
Common Common Additional Comprehensive Shareholders’
Shares Paid-in Retained
Outstanding Shares Capital Earnings Income Equity
17,141,71  $1,71¢ $177,24¢ $ 54,11¢ $ 7,19C $ 240,26!
_ — — 44,20¢ — 44,20¢
— — — — (90 (90
— — — — (1,710 (1,710
— — 2,22 — — 2,22:
— — 8,13¢ — — 8,13¢
584,93! 58 7,79€ — — 7,854
17,726,64 1,772 195,40: 98,32: 5,39( 300,89:
- - - (1,079 - (1,079
_ — — — (437) (437)
_ _ — — (3,197) (3,192
(517) (517)
— — 1,737 — — 1,73
(8,999 (8,999
— — 6,64¢ — — 6,64¢
738,79¢ 74 20,03¢ — — 20,11
18,465,44 1,84¢ 214,31( 97,25¢ 1,761 315,17:
— — — 51,29¢ — 51,29¢
— — — — 265 263
— — — — 48(C 48(
— — 6,30 — — 6,30:
873,88! 88 25,49¢ — — 25,58¢
19,339,32 $1,93¢ $246,11: $148,54¢ $ 2,50¢ $ 399,09

The accompanying notes form an integral part of¢heonsolidated financial statements.
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ORTHOFIX INTERNATIONAL N.V.
Consolidated Statements of Cash Flows
For the years ended December 31, 2012, 2011 and @01

(U.S. Dollars, in thousands
Cash flows from operating activitie
Net income (loss

Adjustments to reconcile net income (loss) to reshcprovided by operating activitie

Depreciation and amortizatic
Amortization of debt cosi
Provision for doubtful accoun
Deferred income taxe
Shar+-based compensatic
Provision for inventory obsolescen
Loss on refinancing of credit facili
Gain on interest rate swi
Gain on sale of Breg, In
Net gain on sale of vascular operatit
Income tax benefit on employ-stocl-based award
Other
Changes in operating assets and liabilities, neffett of dispositions
Trade accounts receivat
Inventories
Escrow receivabl
Prepaid expenses and other current a:
Trade accounts payak
Charges related to U.S. Government resolut
Other current liabilitie:
Long-term asset
Long-term liabilities

Net cash provided by operating activit
Cash flows from investing activitie
Capital expenditures for property, plant and equpt
Capital expenditures for intangible ass
Payment made in connection with acquisit
Net proceeds from sale of Breg i
Net proceeds from the sale of vascular opera

Net cash provided by (used in) investing activi

Cash flows from financing activitie
Net proceeds from issuance of common sh
Payment of refinancing fees and debt issuance
Repayments of lor-term deb
Proceeds from (repayment of) bank borrowings,
Changes in restricted ca
Cash payment for purchase of minority interestipssdiary
Income tax benefit on employee st-based award

Net cash used in financing activiti
Effect of exchange rates changes on «

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at the beginning ofdhe

Cash and cash equivalents at the end of the

Supplemental disclosure of cash flow information
Cash paid during the year fc
Interest

Income taxe:

The accompanying notes form an integral part of¢heonsolidated financial statements.

2012 2011 2010
$ 51,298  $ (1,079  $44,20¢
20,26 22,77¢ 22,52
1,737 1,23¢ 471
13,30: 11,53: 8,74¢
871 93¢ 17¢
6,30: 6,64¢ 8,13¢
351 5,46: 7,37¢
— — 55C
— — (1,25

(1,342 — —
— — (12,019
— (1,737) (2,229
2,12¢ 4,90¢ 4,21¢
(31,600 (25,819 (14,770
(6,697  (13,81Y) (222)
41,53 (32,567) (2,049)
(6,197) (4,057 (7,212
5,55¢ 57€ (2,869)

(82,500) 88,46: —
(2,847) 3,38¢ (5,289
(825) (1,214 (1,625)
(13€) (86¢) (4,369)
11,20¢ 64,78 42 50¢
(27,999  (24,96Y) (25,849
(780) (799) (517)

— (5,250) —

153,77: — —
— — 24,21
124,99¢ (31,009 (2,146)
25,58¢ 20,11 7,85¢
— (75€) (4,266)
(188,69 (7,500 (36,269
(1,297) (2,561) 1,72¢
25,79¢ (24,179 (11,290

— (517) —
— 1,731 2,22
(138,60) (13,669 (40,026
25C (467) (109
(2,157) 19,64¢ 232
33,20; 13,56: 13,32¢
$ 31,058  $33207 $13,56:
$ 456¢ $17,08¢  $ 16,03
$ 18,26¢  $26,227  $29,74:
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ORTHOFIX INTERNATIONAL N.V.
Notes to the consolidated financial statements
Description of business

Orthofix International N.V. (the “Company”) is awdirsified, global medical device company focusedieveloping and delivering
innovative repair and regenerative technologigbésspine and orthopedic markets. The Companyngdsed of two reportable segments:
Spine and Orthopedics supported by Corporate HesviSee Note 12 for a description of each segment

1. Summary of significant accounting policies
(a) Basis of consolidatior

The consolidated financial statements include itnential statements of the Company and its wholiyxed and majority-owned
subsidiaries and entities over which the Comparsydaatrol.

All intercompany accounts, transactions and preafieseliminated in the consolidated financial stegets on a continuing operations
basis unless otherwise noted.

(b) Use of estimates in preparation of financial stateemts

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions that affect
reported amounts of assets and liabilities andafisice of contingent assets and liabilities atdate of the financial statements and the
reported amounts of revenues and expenses dugngplorting period. On an ongoing basis, we evalaat estimates, including those rel:
to the recoverability and useful lives of long-livassets and the adequacy of the allowance fortilbaccounts and inventory obsolescence,
and income taxes. We base our estimates on histexperience, future expectations and on otheragit assumptions that are believed to be
reasonable under the circumstances, the resulihioh form the basis for making judgments aboutdieying values of assets and liabilities
that are not readily apparent from other sourcesu@ results could differ from those estimates.

(c) Foreign currency translation

The financial statements for operations outside .thited States are generally maintained in thaal@urrency. All foreign currency
denominated balance sheet accounts, except shdeesicdquity, are translated to U.S. dollars atr yeal exchange rates and revenue and
expense items are translated at weighted averéggafiexchange prevailing during the year. Gantslasses resulting from the translatior
foreign currency are recorded in the accumulatedratomprehensive income component of shareholdgrsty. Transactional foreign
currency gains and (losses), including those gée@fsom intercompany operations, are includedtirepexpense, net and were $0.5 million
loss, $1.6 million loss and $0.7 million gain fbetyears ended December 31, 2012, 2011 and 2G&atévely.

(d) Cash and cash equivalents

The Company considers all highly liquid investmausith an original maturity of three months or Iedghe date of purchase to be cash
equivalents.

(e) Restricted cash

Restricted cash consists of cash held at certdisidiaries, the distribution or transfer of whichQ@rthofix International N.V. (the
“Parent”) or other subsidiaries that are not parttethe credit facility described in Note 8 istrieted. The senior secured credit facility
restricts the Parent and subsidiaries that ar@amties to the facility from access to cash hel@iothofix Holdings, Inc. and its subsidiaries.
All credit party subsidiaries have access to thshcfor operational and debt repayment purposes.

() Market risk

In the ordinary course of business, the Compamexj®sed to the impact of changes in interest adsoreign currency fluctuations.
The Companys objective is to limit the impact of such movenseoih earnings and cash flows. In order to achieigedbjective, the Compal
seeks to balance its non-dollar denominated incamaeexpenditures. During 2008, the Company exea@irtadterest rate swap agreement to
manage the cash flow exposure generated from giteate fluctuations. On June 29, 2010, the Compeittied the interest rate swap. During
2012, 2011 and 2010, the Company made use of @focerrency swap agreement to manage cash flowsexp generated from foreign
currency fluctuations. See Note 9 for addition&imation.

The Company generally does not require collatendtade receivables.
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ORTHOFIX INTERNATIONAL N.V.
Notes to the consolidated financial statements

(@) Inventories

Inventories are valued at the lower of cost omested net realizable value, after provision foresscor obsolete items. For inventory
procured or produced, whether internally or throaghtract manufacturing arrangements, at our matwifag facility in Italy, cost is
determined on a weighted-average basis, which appates the first-in, first-out (“FIFO”) method. Fmventory procured or produced,
whether internally or through contract manufactgrmrangements, at our manufacturing facility ixd% standard costs, which approximates
actual cost, is used to value inventory. Standastscare reviewed annually by management, or nftea o the event circumstances indicate
a change in cost has occurred. The valuation okaveprocess, finished products, field inventory andsigmment inventory includes the ¢
of materials, labor and other production costsldFieventory represents immediately saleable fieésproducts inventory that is in the
possession of the Company’s direct sales reprasggaConsignment inventory represents immediatalgable finished products located at
third party customers, such as distributors angbitals.

(h) Long-lived assets, including intangibles and goodwi

Property, plant and equipment is stated at costdesumulated depreciation. Costs include all ediperes necessary to place the asset
in service, including freight and sales and usedaRlant and equipment also includes instrumemtdweld by customers and used with the
Company’s products. Depreciation is computed otnaaght-line basis over the useful lives of theeaissDepreciation of leasehold
improvements is computed over the shorter of thedderm or the useful life of the asset. The uisieks are as follows:

Years
Buildings 25 to 3!
Plant and equipmel 2to 1(
Furniture and fixture 410 €
Instrumentatior 3to¢

Expenditures for maintenance and repairs and nmegre@wals and improvements, which do not extendivks of the respective assets,
are expensed as incurred. All other expendituressftewals and improvements are capitalized. Thetasnd related accumulated
depreciation are adjusted for property retiremants disposals, with the resulting gain or lossudel in operations. Fully depreciated assets
remain in the accounts until retired from service.

Patents and other intangible assets are record=astator when acquired as a part of a businessication at estimated fair value.
These assets primarily include patents and otlentdogy agreements (“developed technologies”)teademarks. Identifiable intangible
assets which are considered definite lived are imegrover their useful lives using a method of dimation that reflects the pattern in which
the economic benefit of the intangible assets isomed. The Company’s weighted average amortizatoiod for developed technologies is
11 years.

Intangible and long-lived assets with definite iveuch as developed technologies, are testethfiaiiment if any adverse conditions
exist or change in circumstances have occurreditbatd indicate impairment or a change in the revmgi useful life. If an impairment
indicator exists, the Company tests the intangalskeet for recoverability. For purposes of the recability test, the Company groups its
intangible assets with other assets and liabildatethe lowest level of identifiable cash flowshé intangible asset does not generate cash
independent of other assets and liabilities. Ifdagying value of the intangible asset (assetgyedceeds the undiscounted cash flows
expected to result from the use and eventual dispo®f the intangible asset (asset group), then@any will write the carrying value down
to the fair value in the period identified.

The Company generally calculates fair value of fimite- lived intangible assets as the presentealfiestimated future cash flows. In
determining the estimated future cash flows assediaith intangible assets, the Company uses esgeand assumptions about future
revenue contributions, cost structures and remgingeful lives of the asset (asset group). Theotiaiernative assumptions, including
estimated cash flows, discount rates, and altermastimated remaining useful lives could resutfifferent calculations of impairment.

The Company tests goodwill at least annually fopamment. The Company tests more frequently ifdatbrs are present or changes in
circumstances suggest that impairment may exists@lndicators include, among others, declineal#ss earnings or cash flows, or the
development of a material adverse change in théss climate. The Company assesses goodwill fpairment at the reporting unit level,
which is defined as an operating segment or ona lexlow an operating segment, referred to as pooent. The Company has identified
two reporting units, which are consistent with @@mpany’s reporting segments; Spine and OrthopésésNote 12 for additional
information).
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ORTHOFIX INTERNATIONAL N.V.
Notes to the consolidated financial statements (coh

Goodwill

In order to calculate the respective carrying valtlee Company initially recorded goodwill basedlios purchase price allocation
performed at the time of acquisition. Corporatestssand liabilities that directly relate to a repay unit's operations are ascribed directly to
that reporting unit. Corporate assets and liabgithat are not directly related to a specific répg unit, but from which the reporting unit
benefits, are allocated based on the respectivigilbotion measure of each reporting unit. Effectdamuary 1, 2011, the Company re-aligned
its reporting units and consequently reallocatedctirrying value of goodwill from its previous remog units to its new reporting units based
on the relative fair value of each new reportingsuto total enterprise value at January 1, 2011.

In the first quarter of 2012, ASU 2011-08, “TestmigGoodwill for Impairment” became effective. A1011-08 allows entities testing
goodwill for impairment the option of performingyaalitative assessment before calculating thevidire of a reporting unit (i.e. the first step
of the goodwill impairment test). If entities deténe, on the basis of qualitative factors, thatfdievalue of the reporting unit is more likely
than not greater than the carrying amount, a qgiadinvg calculation would not be needed.

The Companys annual goodwill impairment analysis, which wadqrened qualitatively during the fourth quarter2if12, did not resu
in impairment charge.

(i) Derivative instruments

The Company manages its exposure to fluctuatiny flaw's resulting from changes in interest rated faneign exchange within the
consolidated financial statements according tbéidging policy. Under the policy, the Company magage in non-leveraged transactions
involving various financial derivative instrumentsmanage exposed positions. The policy requirethmpany to formally document the
relationship between the hedging instrument and/eagdtem, as well as its risk-management objectie strategy for undertaking the hedge
transaction. For instruments designated as a tasthedge, the Company formally assesses (botiedtedge’s inception and on an ongoing
basis) whether the derivative that is used in ##ging transaction has been effective in offsettingnges in the cash flows of the hedged
item and whether such derivative may be expectednmin effective in future periods. If it is deténed that a derivative is not (or has cei
to be) effective as a hedge, the Company will difooe the related hedge accounting prospectiBaigh a determination would be made
when (1) the derivative is no longer effective ffsetting changes in the cash flows of the hedggd;i (2) the derivative expires or is sold,
terminated or exercised; or (3) management detesrtimat designating the derivative as a hedgirtguim&nt is no longer appropriate.
Ineffective portions of changes in the fair valdeash flow hedges are recognized in earnings.
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The Company records all derivatives as either agsdiabilities on the balance sheet at their eetipe fair values. For a cash flow

hedge, the effective portion of the derivative’suehe in fair value (i.e. gains or losses) is iflitiseported as a component of other
comprehensive income, net of related taxes, ansesutently reclassified into net earnings when taghd exposure is no longer effective.

The Company utilizes a cross currency swap to maitagoreign currency exposure related to a pontibthe Company intercompan
receivable of a U.S. dollar functional currencysdtary that is denominated in Euro. The crossanay swap has been accounted for as a
cash flow hedge in accordance with ASC Topic &lé&rjvatives and Hedging (“ASC Topic 815”).

See Note 9 for a description of the types of déineanstruments the Company utilizes.

() Accumulated other comprehensive incom

Accumulated other comprehensive income is compiidddreign currency translation adjustments areldfiective portion of the gain
(loss) on the Company'’s cross-currency swap, wisidesignated and accounted for as a cash flowehgsdg Note 9). The components of
and changes in accumulated other comprehensivenmene as follows:

Foreign Currency Accumulated Other
Fair Value of
Translation Cross- Comprehensive
(USS$ in thousands; Adjustments Currency Swaps Income (Loss)
Balance at December 31, 2010 $ 5,08t $ 30¢ $ 5,39(
Unrealized loss on cross-currency swaps,
net of tax benefit of $25 — (437) (437)
Foreign currency translation adjustment (3,197 — (3,199
Balance at December 31, 20 1,89: (132 1,761
Unrealized gain on cross-currency swaj
net of tax of $15: — 262 267
Foreign currency translation adjustment 48C — 48(
Balance at December 31, 20 $ 2,37: $ 131 $ 2,50¢

(1) Asthe cash generally remains permanently ieees the non U.S. dollar denominated foreign &lises, no deferred taxes are
recognized on the related foreign currency traimiadjustment

(k) Revenue recognition and accounts receivab

Product revenue is generally recognized as incontleel period in which risk of loss and title traarsf the products are delivered sub
to a fixed or determinable fee and collectabilgyeasonably assured. To the extent these criggriaot met, the Company accounts for
shipments as consigned inventory and recognizesiteywhen all criteria are met. Revenues excluglevalue added or other local taxes,
intercompany sales and trade discounts. Shippiddhandling costs are included in cost of sales.

For certain products that are prescribed by a pharsi the Company recognizes revenue when the préglplaced on or implanted in
and accepted by the patient. For domestic spinglaint and human cellular and tissue based prodtl4&T/P products”), revenues are
recognized when the product has been utilized azwhfirming purchase order has been received frarhbspital. For sales to commercial
customers, including hospitals and distributorgereies are recognized at the time of shipment sitlestractual agreements specify that title
passes on delivery. Revenues for inventory delivereconsignment are recognized as the produsied by the consignee.

In 2008, the Company entered into a collaborativergjement with the Musculoskeletal Transplant ation (“MTF") to develop and
commercialize Trinity Evolution ®, a stem cell-bddmne growth biologic matrix. With the developmpricess completed in 2009, the
Company and MTF operated under the terms of a agpaommercialization agreement. Under the terntBeol0-year agreement, MTF
sourced the tissue, processed it to create the dromeh matrix, packaged and delivered it to thstamer in accordance with orders received
from the Company. The Company has exclusive glotaaketing rights for Trinity Evolution ® and receiw marketing fees from MTF based
on total sales. These marketing fees are recomrdednet basis within net sales and were $46.5anjl$37.1 million and $29.8 million in
2012, 2011 and 2010, respectively. On January QT2 2he Company announced that it had reachedraement with MTF to both co-
develop and commercialize a new technology forind®mne grafting applications and to expand MTHmity Evolution ® processing
capacity. The amendment amends the term of thérexagreement until the later of (i) 15 years iafte date that certain development
milestones were achieved under the existing agnee(mich occurred during 2010) or (ii) the datatthertain licensing arrangements
between the Company and NuVasive, Inc. expire.

The Company derives a significant amount of revenn¢he U.S. from third-party payors, includingraoercial insurance carriers,
health maintenance organizations, preferred providganizations and governmental payors such asddied Amounts paid by these third-
party payors are generally based on fixed or alld@/eeimbursement rates. These revenues are recatdiee expected or [-authorizec



reimbursement rates, net of any contractual alleeamr adjustments. Certain billings are subjecetiew by the thirdparty payors ar
may be subject to adjustment.
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The process for estimating the ultimate collectbbaccounts receivable involves significant assuomgtand judgments. Historical
collection and payor reimbursement experience istagral part of the estimation process relatectserves for doubtful accounts and the
establishment of contractual allowances. Accougteivable are analyzed on a quarterly basis teaske adequacy of both reserves for
doubtful accounts and contractual allowances. Ravisin allowances for doubtful accounts estimaresrecorded as an adjustment to bad
debt expense within sales and marketing expensds;antractual allowances are recorded as an atgmstto revenue. In the judgment of
management, adequate allowances have been prdeidédubtful accounts and contractual allowancémsE estimates are periodically
tested against actual collection experience.

()  Sale of accounts receivabl

The Company will generally sell receivables fromtaia Italian hospitals each year. The estimatiefrelated fee is provided
throughout the year as interest expense. Tradaiatzeeceivables sold without recourse are reménoed the balance sheet at the time of
sale.

(m) Share-based compensatiol

The fair value of stock options is determined ughmg Black-Scholes valuation model. Such valueéegnized as expense over the
service period net of estimated forfeitures.

The expected term of options granted is estimadsedhon a number of factors, including the vestimd) expiration terms of the award,
historical employee exercise behavior for bothamgithat are currently outstanding and optionshhae been exercised or are expired, the
expected volatility of the Company’s common stookl an employee’s average length of service. Thefrée interest rate is determined
based upon a constant U.S. Treasury security ristteavcontractual life that approximates the expeéderm of the option award. Management
estimates expected volatility based on the hisabriolatility of the Company’s stock. The compeimaiexpense recognized for all equity-
based awards is net of estimated forfeitures. Rarés are estimated based on an analysis of amptiain forfeitures.

(n) Advertising costs

The Company expenses all advertising costs asreatuAdvertising expense included in sales and etarg expense for the years
ended December 31, 2012, 2011 and 2010 was $0i@am#0.3 million and $0.5 million, respectively.

(o) Research and development cos

Expenditures for research and development are srpess incurred. Expenditures related to the cmilve arrangement with MTF ¢
expensed based on the terms of the related agréevitastone payments made to MTF in 2012 total@aviillion.

(p) Income taxes

The Company is subject to income taxes in botht® and foreign jurisdictions, and uses estimat@®termining the provision for
income taxes. The Company accounts for income tasiag the asset and liability method for accountind reporting for income taxes.
Under this method, deferred tax assets and liedsildre recognized based on temporary differenetgelen the financial reporting and incc
tax basis of assets and liabilities using statutatgs. This process requires that the Companggrtje current tax liability and estimate the
deferred tax assets and liabilities, includingaprating loss and tax credit carryforwards. Ireassg the need for a valuation allowance, the
Company has considered the recent operating refutlise taxable income projections and all prudamt feasible tax planning strategies.

The Company accounts for uncertain tax positiorectordance with ASC 740 which contains a two-sfggroach to recognizing and
measuring uncertain tax positions. The first stefpievaluate the tax position taken or expectdgbttaken in a tax return by determining if
the weight of available evidence indicates that iore likely than not that, on an evaluationtaf technical merits, the tax position will be
sustained on audit, including resolution of anwatedl appeals or litigation processes. The secapdisto measure the tax benefit as the
largest amount that is more than 50% likely todmized upon ultimate settlement. The Company taates income tax positions
periodically to consider factors such as changéadts or circumstances, changes in or interpatatof tax law, effectively settled issues
under audit, and new audit activity. Such a changecognition or measurement would result in redton of a tax benefit or an additional
charge to the tax provision.

The Company includes imputed interest relatedxassues as part of income tax expense in our didiased financial statements. The
Company records any applicable penalties relatéaxt@ssues within the income tax provision.

(@) Netincome (loss) per common share

Net income (loss) per common share—basic is comdpuging the weighted average number of common slmanstanding during each
of the respective years. Net income (loss) per comshare—diluted is computed using the weightedaayeenumber of common and
common equivalent shares outstanding during eatieafespective years using ™treasury stoc” method, if dilutive. Common equivale



shares represent the dilutive effect of the assusmettise of outstanding share options (see NgteTh@ only differences between
basic and diluted shares result from the assumextier of certain outstanding share options.
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(n Financial Instruments and Concentration of Credt Risk

Financial instruments that could subject the Corggara concentration of credit risk consist prirhadf cash and cash equivalents and
accounts receivable. Generally, the cash is hdlmtge financial institutions and our cash equimtdeconsist of highly liquid money market
funds. The Company performs ongoing credit evabmstiof the customers, generally do not requireatehl and maintain a reserve for
potential credit losses. The Company believesalaincentration of credit risk related to the actsueceivable is limited because the
customers are geographically dispersed and theiserd are diversified across several industries.

Net sales to our customers and distributors bas&difope were approximately $55 million in 2012 evhresults in a substantial porti
of our trade accounts receivable balance as ofiDeee31, 2012. It is at least reasonably possitdechanges in global economic conditions
and/or local operating and economic conditiondieregions these distributors operate, or otheofaccould affect the future realization of
these accounts receivable balances.

(s) Recently Issued Accounting Standard

In July 2012, the FASB issued ASU No. 2012402angibles—Goodwill and Other (Topic 35The standard is intended to reduce the
cost and complexity of performing an impairment fes indefinite-lived intangible assets by simpiifg how an entity tests those assets for
impairment and to improve consistency in impairmesting guidance among long-lived asset categortes amendments permit an entity to
first assess qualitative factors to determine wéreithis more likely than not that an indefinitedd intangible asset is impaired as a basis for
determining whether it is necessary to performgirentitative impairment test in accordance withtSpiz 350-30, Intangibles—Goodwill
and Other—General Intangibles Other than Goodiiiie more-likely-than-not threshold is defined asgihg a likelihood of more than 50
percent. The amendments are effective for annulraarim impairment tests performed for fiscal sgebeginning after September 15, 2012.
The Company adopted this ASU as of December 312 26 it did not have a material impact on the Camyfs Consolidated financial
statements.

On June 16, 2011, the FASB issued Accounting Stasddpdate (“ASU”) No. 2011-0Rresentation of Comprehensive InconTdis
ASU eliminates the current option to present otteenprehensive income and its components in theratit of changes in shareholders’
equity and increases the prominence of other cangmisve income in the statements by providing terrative to present the components of
net income and comprehensive income as eitheraminaous or two separate but consecutive finarst&ements. Companies are also
required to present reclassification adjustmentitéons that are reclassified from other comprelvenscome to net income within these
statements. This standard is to be applied retobisedy and is effective for fiscal years beginniafger December 15, 2011 with early
adoption permitted. The Company adopted this ASofddarch 31, 2012 and it did not have a materigdact on the Company’s
Consolidated financial statements.

2. Inventories

December 31

(US$ in thousands; 2012 2011

Raw materials $ 8,47( $10,08:
Work-in-process 7,88¢ 5,60¢
Finished product 36,67: 32,69°
Field inventory 29,36 28,01:
Consignment inventor 6,35( 6,572

$88,74« $82,96¢

Field inventory represents immediately saleablisfied products that are in the possession of tmep@oys direct sales representatiy
Consignment inventory represents immediately sédefafished products located at third party custsnsuch as distributors and hospitals.
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3.  Property, plant and equipment

December 31

(US$ in thousands’ 2012 2011
Cost
Buildings $ 3,911 $ 3,82¢
Plant, equipment and instrumentat 115,16° 98,29(
Furniture and fixture 5,561 5,691
124,64! 107,81t
Accumulated depreciatic (73,289 (64,449
$ 51,36: $ 43,36¢

Depreciation expense for the years ended Decenih@032, 2011 and 2010 was $15.7 million, $14.3ioniland $13.6 million,
respectively.

4. Patents and other intangible asset

December 31

(US$ in thousands’ 2012 2011
Cost
Patents $ 37,69t $ 37,68
Trademark—definite lived 657 54k
38,35: 38,22¢
Accumulated amortization
Patents (31,045 (29,617
Trademark—definite lived (427 (381
(31,479 (29,999
Patents and other intangible assets, ni $ 6,88( $ 8,23¢

Amortization expense for intangible assets is et to be approximately $2.1 million, $1.4 millj&1.3 million, $1.2 million, $0.8
million and $0.1 million for the periods ending Reaber 31, 2013, 2014, 2015, 2016, 2017 and 2018endafter, respectively.

F-13



Table of Contents

ORTHOFIX INTERNATIONAL N.V.
Notes to the consolidated financial statements (coh

5.  Goodwill
The following table presents the changes in thecaging value of goodwill by reportable segment:

(US$ in thousands; Spine Orthopedics Total

At December 31, 2010 $41,45¢ $ 32,14( $73,59¢
Foreign currenc' (39 (46%) (509
At December 31, 201 41,41¢ 31,67¢ 73,09
Foreign currenc' 14E 1,14¢ 1,294
At December 31, 201 $41,56¢ $ 32,82« $74,38¢

6. Bank borrowings

Borrowings under the line of credit consist of lmavings in Euros used to fund international operatiarhe borrowings under such
facility were less than $0.1 million and $1.3 nafiiat December 31, 2012 and 2011, respectivelywigighted average interest rate on
borrowings under lines of credit as of December281,2 and 2011 was 3.70% and 4.02%, respectively.

The Company had an unused available line of cc#db.8 million ($7.6 million) and €6.3 million ($8 million) at December 31, 2012
and 2011, respectively, in its Italian line of dtedhis line of credit provides the Company theiop to borrow amounts in Italy at rates wt
are determined at the time of borrowing. This liieredit is unsecured.

7. Other current liabilities

December 31

(US$ in thousands; 2012 2011

Accrued expenses $19,29° $14,00:
Salaries, bonuses, commissions and related tayeble: 18,331 22,74
Other payable 9,33t 8,58¢

$46,96¢ $45,32]

8. Long-term debt

On August 30, 2010, the Company’s wholly-owned W@&ding company, Orthofix Holdings, Inc. (“OrthefHoldings”) entered into a
Credit Agreement (the “Credit Agreement”) with e@ntdomestic direct and indirect subsidiaries ef @ompany (the “Guarantors”),
JPMorgan Chase Bank, N.A., as Administrative AgBRS Citizens, N.A., as Syndication Agent, andaiartender parties thereto.
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The Credit Agreement provides for a five year, $204illion secured revolving credit facility (th&evolving Credit Facility”), and a
five year, $100.0 million secured term loan fagilithe “Term Loan Facility”, and together with tRevolving Credit Facility, the “Credit
Facilities”). Orthofix Holdings has the ability tocrease the amount of the Credit Facilities byggregate amount of up to $50.0 million
upon satisfaction of certain conditions.

In May 2012, the Company used a portion of the @eds from the sale of Breg, Inc. (“Breg”) (see Nt to repay in full the
remaining $87.5 million balance on the Term Loaniltg and pay down $57.5 million of amounts outstang under the Revolving Credit
Facility. This use of proceeds was required byl¢helers’ consent dated April 23, 2012 to the Cr@diteement. As a result of the sale of
Breg, Breg ceased to be a subsidiary of the Compadytherefore, Breg was released as a credit pader the Credit Agreement.
Additionally, the Company paid $20 million in Juaed $20 million in September 2012 to reduce amooumtstanding under the Revolving
Credit Facility. As a result, at December 31, 2ab2, Term Loan Facility had been repaid in full dinere was $20 million outstanding under
the Revolving Credit Facility. As of December 3012, the Company had $91.3 million outstanding utlde Term Loan Facility and $117.4
million outstanding under the Revolving Credit Riagi Borrowings under the Credit Facilities beatarest at a floating rate, which is, at
Orthofix Holdings’ option, either the London IntBank Offered Rate (“LIBOR”) plus an applicable miargr a base rate (as defined in the
Credit Agreement) plus an applicable margin (inheegtse subject to adjustment based on financiak)aSuch applicable margin will be up
to 3.25% for LIBOR borrowings and up to 2.25% fask rate borrowings depending upon a measuremém ebnsolidated leverage ratio
with respect to the immediately preceding fourdisguarters. As of December 31, 2012, the entinoRéng Credit Facility was at the
LIBOR rate plus a margin of 2.50%. As of Decembkr2011, the entire Term Loan Facility and $10diaonil of the Revolving Credit Facili
was at the LIBOR rate plus a margin of 3.00%. ABetember 31, 2011, the remaining $17.4 milliothef Revolving Credit Facility was a
base rate (as defined in the Credit Agreement) plenargin of 2.00%. The effective interest ratdl@nCredit Facilities as of December 31,
2012 and 2011 was 2.7% and 3.4%, respectively.

Outstanding principal on the Revolving Credit Fiaiis due on August 30, 2015.

Borrowings under the Revolving Credit Facility, whimay be made in the future, will be used for wuglcapital, capital expenditures
and other general corporate purposes of Orthofildidgs and its subsidiaries. The Guarantors haeeagieed repayment of Orthofix
Holdings’ obligations under the Credit AgreementeTobligations of Orthofix Holdings and each of @Ggarantors with respect to the Credit
Facilities are secured by a pledge of substantillgf the assets of Orthofix Holdings and eaclhef Guarantors.

The Credit Agreement, as amended, requires Orthtdidings and the Company to comply with coverag@s on a consolidated basis
and contains affirmative and negative covenantduding limitations on additional debt, liens, istments and acquisitions. The Credit
Agreement, as amended, also includes events afiltletesstomary for facilities of this type. Upon thecurrence of an event of default, all
outstanding loans may be accelerated and/or tlidetehcommitments terminated. The Company was inpt@nce with the affirmative and
negative covenants at December 31, 2012 and thenewvo events of default.

Certain subsidiaries of the Company have restnistian their ability to pay dividends or make intenpany loan advances pursuant to
the Company’s Credit Facilities. The net asseSmfiofix Holdings and its subsidiaries are resgictor distributions to the parent company.
Domestic subsidiaries of the Company, as partigsaa@redit agreement, have access to these rats digsoperational purposes.
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The amount of restricted net assets of Orthofixditws and its subsidiaries as of December 31, 20822011 is $247.4 million and
$186.0 million, respectively. In addition, the Citedigreement restricts the Company and subsididhasare not parties to the Credit
Facilities from access to cash held by Orthofixditags, Inc. and its subsidiaries. All of the Comyarsubsidiaries that are parties to the
Credit Agreement have access to this cash for Gpaed and debt repayment purposes. The amoumstficted cash of the Company as of
December 31, 2012 and 2011 was $21.3 million akdSbdhillion, respectively.

In conjunction with obtaining the Credit Facilitiead the Credit Agreement, as amended, the Comipauagred debt issuance costs of
$5 million which includes $0.8 million of costs agd to the May 2011 amendment. These costs arg heiortized using the effective
interest method over the life of the Credit Fai@t In conjunction with the Term Loan Facility egpnent in May 2012, the Company wrote
off $0.8 million of the related debt issuance coats of December 31, 2012 and 2011, debt issuamsts,mnet of accumulated amortization,
related to the Credit Agreement were $1.8 milliod 3.5 million, respectively.

9. Derivative instruments

The tables below disclose the types of derivatistruments the Company owns, the classificatiodsfain values of these instruments
within the balance sheet, and the amount of gassjlrecognized in other comprehensive income)((68C1”) or net income (loss).

Fair value: favorable

(US$ in thousands; (unfavorable) Balance sheet locatiol
As of December 31, 201

Cross-currency swaj $ 30¢ Other lon¢-term asset
As of December 31, 201

Cross-currency swaj $ 1,011 Other lon¢-term asset

For the year ended
December 31,

(US$ in thousands’ 2012 2011 2010
Interest rate swap gain recognized in net incowssjl $— $— $1,25¢
Cross-currency swap gain (loss) recorded in otbeprehensive income (loss), net

of taxes 263 (437) (90

Cross-currency swap

On September 30, 2010, the Company entered intoss-currency swap agreement (the “replacement sagegement’yith JPMorgat
Chase Bank and Royal Bank of Scotland PLC (theritenparties”o manage its cash flows related to foreign cutyesnposure for a portic
of the Company’s intercompany receivable of a d@lar functional currency subsidiary that is defmated in Euro.
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Under the terms of the swap agreement, the Compaysy Euros based on a €28.7 million notional value a fixed rate of 5.00% and
receives U.S. dollars based on a notional valu86fmillion and a fixed rate of 4.635%. The expmatdate is December 30, 2016, the date
upon which the underlying intercompany debt, tochtthe swap agreement applies, matures. The swapragnt is designated as a cash
hedge and therefore the Company recognized anlire@@ain (loss) on the change in fair value,ofdtx, within other comprehensive
income.

Interest rate swap

In June 2008, the Company entered into a threefydgramortizable interest rate swap agreemerd {8wap”) with a notional amount
of $150.0 million and an expiration date of JuneZML.1. On June 29, 2010, the Company settled s Svith the financial institution hold
of the derivative instrument, which resulted inla3$million gain in 2010.

10. Fair value measurements

Fair value is defined as the price that would lmeireed for an asset or paid to transfer a liab{lity exit price) in the principal or most
advantageous market for the asset or liabilitynimederly transaction between market participantthe measurement date. Non-financial
assets and liabilities of the Company measurediavélue include any long-lived assets or equigthnd investments that are impaired in a
currently reported period. The authoritative guicialso describes three levels of inputs that neayded to measure fair value:

Level 1— quoted prices in active markets for identical asaed liabilities
Level z— observable inputs other than quoted prices in actiarkets for identical assets and liabili

Level z— unobservable inputs in which there is little ormarket data available, which require the reporéntity to develop its own
assumption:

As of December 31, 2012, the Company’s financisdrimments included cash equivalents, restricted, @ounts receivable, short-
term bank borrowings, accounts payable, long-texouied debt, and a cross currency derivative ccni@ash equivalents consist of short-
term, highly liquid, incomgsroducing investments, all of which have originaltarities of 90 days or less, including money mafiurds. The
carrying value of restricted cash, accounts retdéyahort-term bank borrowings and accounts pa&yapproximate fair value due to the
short-term maturities of these instruments. The @amy’s credit facilities carry a floating rate oférest, and therefore, the carrying value is
considered to approximate the fair value.

The Company’s cross-currency derivative instruniettie only financial instrument recorded at fatue on a recurring basis. This
instrument consists of an over-the-counter contraloich is not traded on a public exchange. Thevalue of the swap contract is determined
based on inputs that are readily available in puilarkets or can be derived from information avdéan publicly quoted markets. Therefore,
the Company has categorized the swap contractased 2 derivative financial instrument. The Compaso considers counterparty credit
risk and its own credit risk in its determinatioinadl estimated fair values. The Company has coesily applied these valuation techniques in
all periods presented.
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The fair value of the Company’s financial assets lzbilities on a recurring basis were as follows:

Balance
December 31
(US$ in thousands; 2012 Level 1 Level 2 Level 2
Derivative Financial Instruments (
Cash Flow Hedge
Cross currency hedc $ 30t $— $ 30% $—

(1) See Note 9“Derivative Instrumen”.

Balance

December 31

(US$ in thousands’ 2011 Level 1 Level 2 Level 2
Derivative Financial Instruments (
Cash Flow Hedge
Cross currency hedc $ 1,011 $— $1,011 $—

11. Commitments
Leases

The Company has entered into operating leaseadilities and equipment. These leases areqamtellable and typically do not cont
renewal options. Certain leases contain rent etsgalelauses for which the Company recognizes fipeelse on a straight-line basis. Rent
expense under the Company'’s operating leasesdoretirs ended December 31, 2012, 2011 and 2018ppasximately $4.1 million, $4.8
million and $6.8 million, respectively. Future mimim lease payments under operating leases, netafrds to be received under sub-leases,
as of December 31, 2012 are as follows:

(US$ in thousands;

2013 $ 3,34(
2014 2,997
2015 2,81¢
2016 2,671
2017 2,62(
Thereaftel 2,62¢
Total $17,06¢

12. Business segment informatior

The Company’s segment information is prepared ersime basis that management reviews the finainfiaination for operational
decision making purposes. At this time, the Compa@hief Operating Decision Maker (the “CODMihly uses GBU reporting for Sales i
Operating Income to assess operating performateaslbelow operating income are not considered wiesisuring the profitability of a
segment. Goodwill is also assigned to specific GBIW& Company neither discretely allocates ase#isy than goodwill, to its operating
segments nor evaluates the operating segmentsdisitrgte asset information. On May 24, 2012 assalt of the sale of its sports medicine
business, the Company began managing its busigasstivo GBUs, which are comprised of Spine anth@pedics supported by Corporate
activities and represent the current segments ficiwthe Company’s Chief Operating Decision Mal@iiews financial information and
makes resource allocation decisions among busiméts These segments are discussed below.

Spine

Spine provides a portfolio of repair and regengeatiroducts that allow physicians to successfudigtta variety of spinal conditions.
This global business unit specializes in the desigrelopment and marketing of the Comparspinal repair products along with regener:
stimulation and biologics products used in spingiaptions. Spine distributes its products throagtetwork of distributors, sales
representatives and affiliates. This global busingst uses both direct and distributor sales wpr&tives to sell spine products to hospitals,
doctors and other healthcare providers, globally.
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Orthopedics

Orthopedics provides a portfolio of repair and regrative products that allow physicians to sucedlystreat a variety of orthopedic
conditions unrelated to spine. This global businessspecializes in the design, development andkatimg of the Company’s orthopedic
repair products along with regenerative stimulatiod biologics products used in orthopedic appbcat Orthopedics distributes its products
through a network of distributors, sales represavas and affiliates. This global business unitsuseth direct and distributor sales
representatives to sell orthopedics products tpitads, doctors, and other healthcare providerbajlg.

Corporate

Corporate activities are comprised of the operatixgenses of Orthofix International N.V. and itéditag company subsidiaries, along
with activities not necessarily identifiable withime two GBUs.

Business Segments by GBU:

The table below presents external net sales fairagng operations by GBU reporting segment. Né&sacludes product sales and
marketing service fees which is comprised of safé&rinity Evolution® in spine and orthopedic apgaltions.

External Net Sales by GBL
Year ended December 31,

(US$ in thousands; 2012 2011 2010
Percent o Percent o Percent o
Total Net Total Net Total Net
Net Sales Sales Net Sales Sales Net Sales Sales
Spine
Spine Repair Implants and Regenerative Biolo $147,20t 32%  $143,77! 31%  $133,83: 29%
Spine Regenerative Stimulati 164,68¢ 35% 160,44. 34% 172,57: 38%
Total Spine 311,89: 67% 304,21 65% 306,40:- 67%
Orthopedics 150,42t 33% 165,90« 35% 154,22! 33%
Total Net Sale: $462,32! 10%  $470,12: 10(%  $460,62! 10C%
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The table below presents operating income (lossh ftontinuing operations by GBU reporting segment:

Operating Income (Loss)
Year Ended December 31

(USS$ in thousands; 2012 2011 2010

Spine (1) $90,77: $ 46,61¢ $ 80,68¢
Orthopedics (2 15,28( 12,36¢ 5,87¢
Corporate (3 (17,047 (27,677 (20,31¢)
Total $ 89,01( $ 31,30¢ $ 66,25(

(1) For 2011, the operating income for the SpindJGcluded $42.5 million of expenses in connectigth charges related to U.S.
Government resolution

(2) For 2011, the operating income for the Orthape&BU included $6.5 million of expenses in cortiwtwith charges related to U.S.
Government resolution

(3) For 2011, the operating loss for the Corpo@iBa) included $7.5 million of expenses in connectigth charges related to U.S.
Government inquiries and $3.2 million of senior mgement succession charg

The following table presents depreciation and airatibn for continuing operations by GBU reportsggment:

Depreciation and amortization by GBU
Year Ended December 31

(USS$ in thousands; 2012 2011 2010

Spine $12,15: $11,06( $ 9,40i
Orthopedics 5,60¢ 5,50¢ 6,282
Corporate 70 52 12¢€
Total $17,82¢ $16,61¢ $15,81!
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Geographical information
Analysis of net sales by geographic destination:

(US$ in thousands; 2012 2011 2010
U.S. $341,01! $329,62! $339,78:
International:
U.K. 8,62¢ 8,24( 12,50¢
Italy 18,24. 20,70( 19,83:
Brazil 38,01¢ 48,85 29,067
Other 56,42( 62,70¢ 59,44
Total internationa 121,30! 140,49¢ 120,84¢
Total net sale $462,32( $470,12: $460,62¢

Analysis of property, plant and equipment by gepgraarea:

(US$ in thousands’ 2012 2011

U.S. $37,08: $30,80¢
Italy 7,61 7,66
U.K. 1,40z 1,44¢
Brazil 3,421 2,532
Others 1,841 91¢
Total $51,36: $43,36¢

13. Income taxes
Income from continuing operations before providienincome taxes consisted of:

Year Ended

December 31
(US$ in thousands’ 2012 2011 2010
u.s. $67,69: $16,99¢ $48,40¢
Non-U.S. 15,03¢ 2,44F 1,95¢

$82,72¢ $19,44: $50,36¢

The provision for (benefit from) income taxes omtiouing operations in the accompanying consolidatatements of operations
consists of the following:

Year Ended
December 31
(US$ in thousands;, 2012 2011 2010
U.S.
Current $23,14¢ $16,50¢ $18,65¢
Deferred (503 36E 1,04
Total U.S 22,64¢ 16,87: 19,70t
Non-U.S.
Current 5,80( 3,20¢ 94¢
Deferred 34¢ 1,10( 1,957
6,14¢ 4,30¢ 2,901
Total tax expens $28,79: $21,18: $22,60¢

The tax effects of the significant temporary digieces, which comprise the deferred tax assetsaitities and assets, are as follows:

(US$ in thousands; 2012 2011

Intangible assets and goodwiill $ 5,471 $ 5,50¢
Inventories and related resen 9,25¢ 11,65(
Accrued compensatic 3,60z 4,42¢

Allowance for doubtful accoun 7,30z 4,02¢



Accrued interes
Net operating loss carryforwar
Other, ne

Valuation allowanct
Deferred tax asst
Withholding taxes

Property, plant and equipme
Deferred tax liability

Net deferred tax asse
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18,23(
26,82’
987
71,67¢
(26,129

$ 45,55¢

(112,456
(8699
_(20.14)

16,12:
20,39¢
84¢

62,97
(19,119

$ 43,85
(9,779
(8,929

(18,70)
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The valuation allowance as of December 31, 20122814 was $26.1 million and $19.1 million, respesly. The net increase in the
valuation allowance of $7 million during the yeaingipally relates to certain current period foreigsses not benefitted. The valuation
allowance is attributable to net operating lossyfarwards and certain temporary differences inagrforeign jurisdictions, the benefit for
which is dependent upon the generation of futuxalile income in those foreign jurisdictions. Inesssng the realizability of deferred tax
assets, management considers whether it is maly likan not that some portion or all of the defdrtax assets will not be realized. The
ultimate realization of deferred tax assets is ddpat upon the generation of future taxable incdoméng the periods in which those
temporary differences become deductible. Managesmgiders the scheduled reversal of deferredabxities, projected future taxable
income and tax planning strategies in making te&asment. Based upon the level of historical texabome and projections for future
taxable income over the periods in which the defittax assets are deductible, management belieigamore likely than not the Company
will realize the benefits of these temporary diéfeces, net of the existing valuation allowance3estember 31, 2012.

The Company has state net operating loss carryfdsaaf approximately $21.5 million that begin tge® in 2013. The Company has
net operating losses of foreign taxing jurisdiciai approximately $101.6 million with the majority the losses related to the Company’s
Netherlands operations expiring in various amoumntax years beginning in 2013. The Company hasiged a valuation allowance again:
significant portion of these net operating losgyfarwards since it does not believe that this def tax asset can be realized prior to
expiration.

The rate reconciliation for continuing operatiomegented below is based on the U.S. federal indamgate, rather than the parent
company’s country of domicile tax rate. Managenisiteves, given the large proportion of taxableme earned in the United States, such
disclosure is more meaningful.

(US$ in thousands, except percentage 2012 2011 2010
Amount Perceni Amount Percent Amount Percent

Statutory U.S. federal income tax rate $28,95¢ 35.(% $ 6,80« 35.(% $17,62 35.(%
State taxes, n 1,94¢ 2.0% 1,981 10.2% 2,09: 4.2%
Foreign rate differentic (2,749 (3.9% 1,20¢ 6.2% 28( 0.6%
Valuation allowanc—foreign losse! 6,83: 8.2% 4,25¢ 21.%% 3,64¢ 7.2%
SRL Intangible (2,219 (2.7% (2,42)) (12.5% (2,607) (5.2%
Domestic manufacturing deducti (1,539 (1.9% (1,316 (6.9% (1,530 (3.0%
Settlement of U.S. Government resolutis (1,260 (1.5% 9,74¢ 50.1% — 0.C%
Other items, ne (1,186 (1.5% 93C 4.8% 3,09¢ 6.1%
Income tax expense/effective ri $28,79: 34.6% $21,18. 108.%  $22,60¢ 44.%%

The effective tax rate of 34.8% for 2012 was impedty change in the estimate of the tax deductson@ated with the settlement of
U.S. Government investigation of the Company’s bgrevth stimulation business. The income tax expeamsl effective tax rate for the year
ended 2011 reflects a disproportionate ratio tdb2& 8 million of income tax expense and effectaserate of 34.8% for 2012. The Company
did not record tax benefit on certain expensesciasa with the Company’s estimate of the chargkded to U.S. Government resolutions.
The effective tax rate was approximately 36% in28td 38% in 2011 excluding the impact of the ceanmglated to the U.S. Government
resolutions.

On January 2, 2013, the American Taxpayer Reli¢foh@012 (“Act”) was enacted. The Act provides takef for businesses by
reinstating certain tax benefits and credits retftiwaly to January 1, 2012. There are several gions of the Act that impact the Company,
most notably the extension of the Research and IDgwent credit. Income tax accounting rules reqtérelaw changes to be recognized in
the period of enactment; as such, the associatduetzefits of the Act will be recognized in the Quany’s provision for income taxes in the
first quarter of 2013.

The Company’s gross unrecognized tax benefit was ®dllion and $0.6 million for the years ended Bexber 31, 2012 and 2011,
respectively. The Company recognizes potentialumztinterest and penalties related to unrecogrigetenefits within its global operations
in income tax expense. The Company had approxign&teb million and $0.5 million accrued for paymeifiinterest and penalties as of
December 31, 2012 and 2011, respectively.

The entire amount of unrecognized tax benefitduifing interest, would favorably impact the Comparsffective tax rate if
recognized. As of December 31, 2012, the Compaeyg dot expect the amount of unrecognized tax bsrtefchange significantly over the
next twelve months.
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A reconciliation of the gross unrecognized tax ignéexcluding interest and penalties) for thergeanded December 31, 2012 and
December 31, 2011 follows:

(USS$ in thousands; 2012 2011
Balance as of January 1, $ 61C $56¢
Additions for current year tax positio 581 86
Decreases for prior year tax positic (10€) a7
Expiration of statute (109¢) (28)
Balance as of December : $ 977 $61C

The Company files a consolidated income tax reituthe U.S. federal jurisdiction, the U.K., Italpdanumerous consolidated and
separate income tax returns in many state and faheign jurisdictions. The statute of limitatiomgth respect to federal tax authorities is
closed for years prior to December 31, 2009. Thtut of limitations for the various state taxfgs is closed in most instances for the years
prior to December 31, 2008. The statute of limitasi with respect to the major foreign tax filingigdictions is closed for years prior to
December 31, 2007.

The Company’s intention is to reinvest the totabant of its unremitted foreign earnings (residingside Curacao) in the local
jurisdiction, to the extent they are generatedarailable, or to repatriate the earnings only wtae-effective. As such, the Company has not
provided tax expense on $248 million of the unreediearnings of its foreign subsidiaries. It is picticable to determine the amounts of
additional income tax that may be payable if suatmieigs were repatriated.
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14. Related parties

The following related party balances and transastas of and for the three years ended Decemb@032, among the Company and
other companies in which directors or executivécefs have an interest, are reflected in the cagesteld financial statements. The Company
bought components related to the A-V Impulse ® &ysand Laryngeal Mask products from a related panyhich a former board member,
who retired in May 2010, had a beneficial minoiitierest. These products were no longer purchagdldebCompany in 2010. Additionally,
OrthoPro, Inc. and Superior Medical Equipment, petedent distributors for Breg, Inc., are ownedh®y son of this former board
member. The following table summarizes these rélptaty balances and transactions as of and foyehes ended December 31, 2012, 2011
and 2010.

Year Ended
December 31,
(US$ in thousands; 2012 2011 2010
Sales $— $47¢ $3,081
Purchase $— $— $4,911
Accounts payabl $— $— $ 334
Accounts receivabl $— $10¢€ $ 67¢

15. Sale of Breg and Disposition of Sports Medicine GBU

On April 23, 2012, the Company’s subsidiary OrtkRdfioldings and Breg entered into a stock purchgseesment (the “SPA”) with
Breg Acquisition Corp. (“Buyer”), a newly formedfilifite of Water Street Healthcare Partners Il,.| giirsuant to which Buyer agreed to
acquire from Orthofix Holdings all the outstandisizares of Breg, subject to the terms and condittiongained therein (the “Transaction”).
Under the terms of the SPA, upon closing of the,9atthofix Holdings and the Company agreed tonmaié/ Buyer with respect to certain
specified matters, including the government ingzgion and product liability matters regarding eypously owned infusion pump product
line, and pre-closing sales of cold therapy unitd eertain post-closing sales of cold therapy uf@se “Matters Related to the Company’s
former Breg Subsidiary and Possible Indemnificatiiligations under Note 16.) On May 24, 2012 (t8#0Sing Date”), Orthofix Holdings
completed the sale of all of the outstanding shaf&reg for $157.5 million in cash. After adjustme for working capital and indebtednes
accordance with the terms of the SPA, Orthofix htald used $145 million of the net proceeds to prepastanding Company indebtedness,
as required by a lender consent received in cormmestith the Company’s existing Credit Agreemens. &result of the closing of this
Transaction, Breg ceased to be a subsidiary oftrapany and, therefore, Breg was released as @ pegty under the Credit Agreement.
The Company also agreed to enter into certain ittansrrangements at the closing, including agiton services agreement pursuant to
which the Company agreed to continue to provideiainative operational support for a period oftagwelve months. As a result of the <
of Breg, the Company completed its exit from the@pMedicine GBU, of which Breg was a significanmponent.

The portion of indemnification related to post ahasclaims related to post-closing sales of coktdlpy has created a guarantee under
Accounting Standards Codification ASC 460—Guaraste®d the fair value of the liability has been rded under the initial recognition
criteria in the amount of $2 million at the ClosiBate of the transaction. The Company will amortfzefair value of the noncontingent
liability ratably over the period of indemnificatiavhich is three years. The Company’s obligatiamdeu this guarantee were approximately
$1.6 million as of December 31, 2012.
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Gain on Sale of Discontinued Operations

The following table presents the value of the adsgosition, proceeds received, net of variouskimgr capital adjustments and
indebtedness and net gain on sale of Breg as shothe condensed consolidated statement of opesatar the year ended December 31,
2012.

(US$ in thousands; Total
Cash proceeds $ 157,501
Less:
Working Capital (7,097
Transaction related expens (4,276
Fair Value of Indemnificatiol (2,000
Tangible assel (8,309
Intangible assel (28,169)
Goodwill (106,200
Gain on sale of Bre 1,45¢
Income tax expens (119
Gain on sale of Breg, net of tax $ 1,34f

The Sports Medicine GBU contributed $44 million &1®08.9 million of net sales in the year ended Drdwer 31, 2012 and 2011,
respectively. The Sports Medicine GBU had $2.9ianilbf operating losses and $1.2 million of opemtincome in the years ended
December 31, 2012 and 2011, respectively. The imhmformation above includes the financial réswif Breg operations up to the date of
sale.

The Company’s consolidated financial statementsraladed footnote disclosures reflect the Sportslitlee GBU as discontinued
operations. Income (loss) associated with the Spdedicine GBU, net of applicable income taxeshisven as income (loss) from
discontinued operations for all periods presentedddition, the assets and liabilities of the dignued entity have been reclassified and
presented as assets held for sale and liabiligébfor sale in the Company’s balance sheet asecEbber 31, 2011.

The assets and liabilities of the discontinued afi@ns are as follows:

December 31

(US$ in thousands; 2011
Assets Held for Sale
Restricted cas $ 1,62¢
Trade accounts receivable, less allowe 13,71
Inventories, ne 8,271
Property, plant and equipment, | 8,75¢
Intangible assets, n 29,27¢
Goodwill 106,27¢
Deferred income taxes, prepaid expenses and atkets 3,25¢
Assets Held for Sale $ 171,18
Liabilities Held for Sale
Trade accounts payak 3,61¢
Deferred income taxes and other liabilit 19,06(
Liabilities Held for Sale $ 22,67¢

16. Contingencies

The Company is a party to outstanding legal prooggsd investigations and claims as described beldwe. Company believes that it is
unlikely that the outcome of each of these matiaduding the matters discussed below, will hawveaterial adverse effect on the Company
and its subsidiaries as a whole, notwithstandiagy ttiie unfavorable resolution of any matter mayehawnaterial effect on the Company’s net
earnings (if any) in any particular quarter. Howgvke Company cannot predict with any certaingy/fihal outcome of any legal proceedir
investigations (including any settlement discussiaith the government seeking to resolve such tiga&sons) or claims made against it ol
subsidiaries described in the paragraphs belowtilaeré can be no assurance that the ultimate tésolof any such matter will not have a
material adverse impact on the Company'’s cons@dlfihancial position, results of operations, asiclows.

F-25



Table of Contents

The Company records accruals for certain of itstamding legal proceedings, investigations or cdaivhen it is probable that a liability
will be incurred and the amount of the loss camdasonably estimated. The Company evaluates, oardeqly basis, developments in legal
proceedings, investigations and claims that cofilettithe amount of any accrual, as well as anyetbpments that would make a loss
contingency both probable and reasonably estimafen a loss contingency is not both probable aadanably estimable, the Company
does not accrue the loss. However, if the lossufoadditional loss in excess of the accrual) Isagt a reasonable possibility and material,
then the Company discloses a reasonable estiméte pbssible loss or range of loss, if such realsienestimate can be made. If the
Company cannot make a reasonable estimate of ®hb®loss, or range of loss, then that is digtlos

The assessments of whether a loss is probableeamsanable possibility, and whether the loss ageaf loss is reasonably estimable,
often involve a series of complex judgments abatitire events. Among the factors that the Compangiders in this assessment are the
nature of existing legal proceedings, investigatiand claims, the asserted or possible damagesocontingency (if reasonably estimable),
the progress of the matter, existing law and precedhe opinions or views of legal counsel ango#dvisers, the involvement of the U.S.
Government and its agencies in such proceedingCtmpany’s experience in similar matters and ¥pegence of other companies, the
facts available to the Company at the time of aseest, and how the Company intends to responda®rdsponded, to the proceeding,
investigation or claim. The Company’s assessmettiaxfe factors may change over time as individumdgedings, investigations or claims
progress. For matters where the Company is noegtlyrable to reasonably estimate a range of reddpmossible loss, the factors that have
contributed to this determination include the faling: (i) the damages sought are indeterminatananvestigation has not manifested itself
in a filed civil or criminal complaint, (ii) the nti@rs are in the early stages, (iii) the mattev®lve novel or unsettled legal theories or a large
or uncertain number of actual or potential casgsaoties, and/or (iv) discussions with the governtg other parties in matters that may be
expected ultimately to be resolved through negotiaand settlement have not reached the point wiher€ompany believes a reasonable
estimate of loss, or range of loss, can be madsudh instances, the Company believes that the@nisiderable uncertainty regarding the
timing or ultimate resolution of such matters, udihg a possible eventual loss, fine, penalty @ifess impact, if any.

In addition to the matters described in the pangiggdelow, in the normal course of its business Gbmpany is involved in various
lawsuits from time to time and may be subject tdaie other contingencies. To the extent lossest@dlto these contingencies are both
probable and reasonably estimable, the Companyes@appropriate amounts in the accompanying fiehstatements and provides
disclosures as to the possible range of loss iassxof the amount accrued, if such range is reapaatimable. The Company believes lo:
are individually and collectively immaterial asggossible loss and range of loss.

Litigation
Matters Related To Blackstone Medical, Inc. ancaRe&l Escrow Claims

In 2007, the Company’s subsidiary, Blackstone Maldimc. (“Blackstone”) received a subpoena issoyethe Office of Inspector
General of the Department of Health and Human Sesv{*HHS-OIG"), under the authority of the fedenahlthcare anti-kickback and false
claims statutes. The subpoena sought certain dousrfa the period January 1, 2000 through July28D6, which covered a period prior to
Blackstone’s acquisition by the Company on SepteriB@e2006. In 2008 and 2009, respectively, the gamy received a federal grand jury
subpoena from the U.S. Attorney’s Office for thestict of Massachusetts (“Boston USAQ”) and a HIPsubpoena issued by the U.S.
Department of Justice (“DOJ"). These subpoena soemtain documents from us for the period Jan@a®000 through July 15, 2007. Each
of the subpoenas concerned the compensation ofgdrysonsultants and related matters.

In 2008, the Company obtained a copy of a qui tamptaint filed against the Company and Blackstentghé U.S. District Court for tt
District of Massachusetts. The complaint relatethtomatters described above involving HHS-OIG,Bbston USAO, and DOJ. The U.S.
Department of Justice subsequently filed a notfago-intervention in the case.

In January 2012, after a series of ongoing disonssand negotiations with the Boston USAQ, the Caomyfs board of directors
approved an agreement in principle to pay $32 omilto resolve these matters. On October 29, 2082Cbmpany, through Blackstone,
entered into a definitive settlement agreement thi¢ghU.S. government and the qui tam relator, whttlement agreement memorialized this
agreement. All of the $32 million the Company paitisuant to the settlement was funded by proceedseived from an escrow fund
established in connection with the Company’s adtioisof Blackstone in 2006. We also recorded argbaf $0.3 million in 2012 which
represented imputed interest on the settlementeddhrough the payment date in October of 2012.
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Matters Related to Regenerative Stimulation Busines

In 2009, the Company received a HIPAA subpoenaRAA subpoena”) issued by the Boston USAO. The sabpsought documents
concerning, among other things, the Company's ptamand marketing of its regenerative stimulatevides (which the Company has also
described in the past as its “bone growth stimuldévices”). The Boston USAO issued several subssiggocument and testimony
subpoenas. The Company cooperated with these teqlibe Company subsequently obtained a copy af taqm complaint filed in the U.S.
District Court for the District of Massachusettaangt the Company, Orthofix Inc. and other compsttiat have allegedly manufactured
regenerative stimulation devices, including OrtlgidaCorp., DJO Incorporated, Reable Therapeutits, the Blackstone Group, L.P.,
Biomet, Inc., EBI, L.P., EBI Holdings, Inc., EBI M&al Systems, Inc., Bioelectron, Inc., LBV Acqtiisn, Inc., and Smith &

Nephew, Inc. The complaint, as subsequently amemd2d10, alleged various causes of action undefdteral False Claims Act and st
and city false claims acts premised on the cordarthiat the defendants improperly promoted the sal®pposed to the rental, of regener:
stimulation devices. The complaint also includeadmk against the defendants for, among other thaigedly misleading physicians and
purportedly causing them to file false claims amddilegedly violating the Anti-Kickback Act by priging free products to physicians,
waiving patients’ insurance co-payments and progidnducements to independent sales agents toajertarsiness.

On April 28, 2011, after a series of ongoing distoiss and negotiations with the Boston USAO, then@any’s board of directors
approved an agreement in principle proposed btston USAO to resolve the criminal and civil megtdescribed in the immediately
preceding two paragraphs. On June 6, 2012, the @oyngntered into a definitive settlement agreemaitht the United States of America,
acting through DOJ and on behalf of HHS-OIG, thedARE Management Activity, through its General Csel the Office of Personnel
Management, in its capacity as administrator offbderal Employees Health Benefits Program, théddrStates Department of Veteran
Affairs and the qui tam relator. The Company agreeshy $34.2 million (plus interest at a rate & 8om May 5, 2011 through the day
before payment was made) under the terms of thlersennt agreement. In addition, the Company agieddly 2012 to pay the qui tam
relator’s counsel $1.0 million in fees. These anmsuvere paid during the fourth quarter of 2012.

In connection with the settlement agreement, the@my’s wholly-owned subsidiary, Orthofix Inc., ergd into a plea agreement with
the Boston USAO and DOJ on June 7, 2012 under wlitihofix Inc. agreed to plead guilty to one felaunt of obstruction of a June 2008
federal audit (818 U.S.C. 1516). The plea agreemestamended on December 14, 2012, though all tesmained materially consistent w
the earlier plea agreement the Company had execlibedplea was accepted and entered by the U.8idDiSourt for the District of
Massachusetts on December 14, 2012. Consistentlveitterms recommended in the plea agreementptimé imposed a criminal fine of $7
million and a mandatory special assessment of $4Bzh the Company subsequently paid during thetifoguarter of 2012. In addition, the
court has imposed a five year term of probationh wpecial conditions which mandate certain nopatiagement obligations and order
Orthofix Inc. to continue complying with the termithe Company’s previously-disclosed 5-year coapointegrity agreement (which is
described below) through the expiration of its term

The Company previously recorded a charge of $4Bamitiuring the first quarter of 2011 in anticigatiof the settlement. The Comp:
also recorded a charge of $1.7 million in 2012 \Whiepresented imputed interest on the settlementiad through the payment date in
December 2012.

Corporate Integrity Agreement with HH3IG

On June 6, 2012, in connection with the Compangtdesnent of the matters described above relatéd tegenerative stimulation
business, and in anticipation of a final settlenm@rhe government investigation and related gui tmmplaint described above related to
Blackstone Medical, Inc., the Company also entéramla five-year corporate integrity agreement vidtHS-OIG (the “CIA”"). The CIA
acknowledges the existence of the Company’s cuo@mipliance program, and requires that the Companiinue to maintain during the
term of the CIA a compliance program designed tmmte compliance with federal healthcare and FowdRrug Administration (“FDA”)
requirements. The Company is also required to miirgeveral elements of its previously existinggoaon during the term of the CIA,
including maintaining a Chief Compliance OfficetCampliance Committee, and a Code of Conduct. Tiler€quires that the Company
conduct certain additional compliance-related iy during the term of the CIA, including variotaining and monitoring procedures, and
maintaining a disciplinary process for complianbdigations.

Pursuant to the CIA, the Company is required tafynwtie HHS-OIG in writing, among other things, ¢ any ongoing government
investigation or legal proceeding involving an gdiéon that the Company has committed a crime sreimgaged in fraudulent activities;
(ii) any other matter that a reasonable person evoahsider a probable violation of applicable cnaij civil, or administrative laws related to
compliance with Federal healthcare programs or F&uirements; and (iii) any change in locationesalosing, purchase, or establishment
of a new business unit or location related to it@mservices that may be reimbursed by federatihesle programs. The Company is also
subject to periodic reporting and certificationuiggments attesting that the provisions of the @té being implemented and followed, as"
as certain document and record retention mandBtesCIA provides that in the event of an uncuredemal breach of the CIA, the Company
could be excluded from participation in federalltitezare programs and/or subject to monetary peysalti
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Matters Related to Promeca

On July 10, 2012, the Company entered into defi@itigreements with DOJ and the Securities and EBgeh&ommission (the “SEC”)
agreeing to settle its self-initiated and self-m@d internal investigation of its Mexican subsiglidPromeca S.A. de C.V. (“Promeca”),
regarding non-compliance by Promeca with the For€igrrupt Practices Act (“the FCPA”). Under thentsrof these agreements, the
Company voluntarily disgorged profits to the Uniihtes government in an amount of $5.2 millionlusive of pre-judgment interest, and
agreed to pay a fine of $2.2 million. The Compaaid$2.2 million in July 2012 and $5.2 million ie@ember 2012. As part of the
settlement, the Company entered into a 3-year iafgrosecution agreement (“DPA”) with DOJ. DOJ &gseed not to pursue any criminal
charges against the Company in connection withrtizigter if the Company complies with the termshaf DPA. The DPA takes note of the
Company’s self-reporting of this matter to DOJ #mel SEC, and of remedial measures, including theimentation of an enhanced
compliance program, previously undertaken by thengany. The DPA provides that the Company shallinagtto cooperate fully with DOJ
in any future matters related to corrupt paymeiise books and records or inadequate internataisntn that regard, the Company has
represented that it has implemented and will comtito implement a compliance and ethics prograrigded to prevent and detect violations
of the FCPA and other applicable anti-corruptiondaThe Company will periodically report to DOJ ithgr the term of the DPA regarding
such remediation and implementation of complianeasures. As part of the settlement, the Companyagjseed to certain reporting
obligations to the SEC regarding the status afeitsediation and implementation of compliance mezsun the event that the Company fails
to comply with these obligations, it could be sebf® criminal prosecution by DOJ for the FCPA-tethmatters it self-reported.

Matters Related to the Compasyormer Breg Subsidiary and Possible Indemnifica®bligations

On May 24, 2012, the Company sold Breg, Inc. (“Byeg an affiliate of Water Street Healthcare Parmll, L.P. (“Water Street”)
pursuant to a stock purchase agreement (the “BPég)SUnder the terms of the Breg SPA, upon closifithe sale, the Company and its
subsidiary, Orthofix Holdings, Inc., agreed to indefy Water Street and Breg with respect to cersgiacified matters, including (i) the
government investigation and product liability neastregarding the previously owned infusion purmgdpct line described below, and
(i) pre-closing sales of cold therapy units andaia post-closing sales of cold therapy units. Toenpany has established an accrual of $4.2
million for its indemnification obligations in coeration with the July 2012 verdict described infinerth paragraph below, however, actual
liability in this case could be higher or lower thitae amount accrued. The Company has not establefmy accrual in connection with its
other indemnification obligations under the BregASBnd currently cannot reasonably estimate thsiplesloss, or range of loss, in
connection with such obligations (including wittspect to the matters described in the three pgrhgraelow).

Breg was engaged in the manufacturing and salecaf Infusion pumps for pain management from 1992008. Since 2008, numerous
product liability cases have been filed in the EdiBtates alleging that the local anesthetic, vdigmensed by such infusion pumps inside a
joint, causes a rare arthritic condition cal‘chondrolysis.” The Company believes that meritadaefenses exist to these claims and Breg is
vigorously defending these cases. One of the Coyipamsurance carriers previously asserted to theany that certain potential losses
related to this matter are not covered by its iasoe coverage. The Company subsequently wentribitbadion with this carrier, and on
January 22, 2013, the Company obtained a bindibigration award providing that such carrier is ghtied to reimburse the Company for
defense expenses, settlements, and judgments cerdain policies. The Company currently estimaltes it is entitled to reimbursement of
approximately $13 million for past losses incurraslwell as up to $15 million in potential futuverage for pending products liability
matters. The approximately $13 million is recordtethcome (loss) from discontinued operations il2@nd other current assets as of
December 31, 2012.

On or about August 2, 2010, Breg received a HIPABp®ena issued by the DOJ. The subpoena seeks dntifrom the Company
and its subsidiaries for the period of January0D®@through the date of the subpoena. The Compeligvbs that document production in
response to the subpoena is completed as of JaB. Zhe Company believes that this subpoena refatas investigation by the DOJ into
whether Breg's sale, marketing and labeling of latsion pumps for pain management, prior to Bsativestiture of this product line in
2008, complied with FDA regulations and federal.l@lve Company is currently cooperating with the .lG8vernment in connection with
this matter.

On January 27, 2012, the Company was orally ndtifiga U.S. Government official that a civil invigsttion of Breg was pending in
connection with this matter. On January 18, 2018,Gompany was served with a qui tam complaind fitethe United States District Court
for the Western District of Missouri against then@any (as the former owner of Breg), Stryker Coagion, I-Flow Corporation and DJO
Incorporated, which contains allegations relatmghie marketing and promotion of Breg'’s former 8ifun pump products. The Company is
vigorously defending this matter.

At the time of its divestiture by the Company, Bregs currently and had been engaged in the manuifiagtand sales of motorized c«
therapy units used to reduce pain and swellingef&ddomestic product liability cases have beafih recent years, mostly in California
state court, alleging that the use of cold theregyses skin and/or nerve injury and seeking damagésghalf of individual plaintiffs who
were allegedly injured by such units. The majootyhese cases are at an early stage and no cmmchen be drawn at the present time
regarding their potential outcome. However, the @any believes that meritorious defenses existdedltlaims. In July 2012, a jury in one
case related to a motorized cold therapy unit presty sold by Breg returned a verdict providing dpproximately $2.1 million in
compensatory damages to the plaintiff against Brety$7 million in exemplary damages. The case mesraibject to appeal. The Company
believes that the damages are without merit howeherultimate outcome is uncertain. The Compamyipusly established an accrual and
related charge to discontinued operations of $4libbmfor both compensatory damages and exemplamages for its indemnification
obligations in connection with this July 2012 vetdhowever, actual liability in this case couldhigher or lower than the amount accrued.
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17. Pensions and deferred compensation

Orthofix Inc. sponsors a defined contribution p{dre “Orthofix Inc. 401(k) Plan”) covering substeflly all full time US employees.
The Orthofix Inc. 401(k) Plan allows for particigaro contribute up to 15% of their pre-tax com@eios), subject to certain limitations, with
the Company matching 100% of the first 2% of thelayee’s base compensation and 50% of the nextfAt#e@mployee’s base
compensation if contributed to the Orthofix Inc14k) Plan. During the years ended December 31, 22071 and 2010, expenses incurred
relating to 401(k) Plans, including matching cdmitions, were approximately $2.5 million, $2.5 ioifi and $2.8 million, respectively.

The Company operates defined contribution pensiansgfor its other International employees not dbsd above meeting minimum
service requirements. The Compangkpenses for such pension contributions duririg 20011 and 2010 were $0.7 million, $0.8 milliovd
$0.7 million, respectively.

Under Italian Law, Orthofix S.r.l. accrues, on biélodits employees, deferred compensation, whichdid on termination of
employment. Each year’s provision for deferred cengation is based on a percentage of the emplogessnt annual remuneration plus an
annual charge. Deferred compensation is also agdanghe leaving indemnity payable to agents isecaf dismissal which is regulated by a
national contract and is equal to approximatel¥@8d# total commissions earned from the Company.

The Orthofix Deferred Compensation Plan (the “PJaatiministered by the Board of Directors of therpany, effective January 1,
2007, and as amended and restated effective Jahua®g9, is a plan intended to allow a select grofikey management and highly
compensated employees of the Company to defeet®snt of compensation that would otherwise be pplaytn them. The terms of this plan
are intended to comply in all respects with thevigions of Code Section 409A and Code Section 43%&0f January 1, 2011 the Company
disallowed further contributions into the plan @y new plan participants. Distributions are madadcordance with the requirements of
Code Section 409A.

The Company’s expense for deferred compensatiangi@012, 2011 and 2010 was approximately $0.4ionill$0.1 million and $0.1
million, respectively. Deferred compensation paytaeri $0.8 million, $- million, and $0.2 million we made in 2012, 2011, and 2010,
respectively. The balance as of December 31, 26d2611 was $2.3 and $1.5 million that represdrgstnount which would be payable if
all the employees and agents had terminated emglolyat that date and is included in other long-thaiilities.
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18. Share-based compensation plans
At December 31, 2012, the Company had stock optimhaward plans, and an employee stock purchasembizh are described belo

2012 Long Term Incentive Plan

The Board of Directors adopted the Orthofix Int¢ior@al N.V. 2012 Long-Term Incentive Plan (the “200TIP") on April 13, 2012,
subject to shareholder approval which was subselyuyerovided by shareholder ratification. The 20TAP provides for the grant of options
to purchase shares of the Company’s common stumdk awards (including restricted stock, unrestdcstock, and stock units), stock
appreciation rights, performance-based awards #rat equity-based awards. All of the Company’s exygés and the employees of the
Company’s subsidiaries and affiliates are eligibleeceive awards under the 2012 LTIP. In addittbe,Company’s non-employee directors
and consultants and advisors who perform servimethé Company and the Company’s subsidiaries Hitidtes may receive awards under
the 2012 LTIP. Incentive share options, howeve,anly available to the Company’s employees. The@any reserves a total of 1,600,000
shares of common stock for issuance pursuant t8@h2 LTIP, subject to certain adjustments sehfortthe 2012 LTIP. At December 31,
2012, there were 156,000 options outstanding utide?2012 LTIP Plan, of which none were exercisableddition, there were 125,500
shares of restricted stock outstanding, none otlwhiere vested.

2004 Long Term Incentive Plan

The 2004 Long Term Incentive Plan (the “2004 LTIBP) reserves 3.1 million shares for issuancea@ldition to shares (i) available
for future awards as of June 29, 2004 under pifmgor (ii) that become available for future isst@upon the expiration or forfeiture after
June 29, 2004 of awards upon prior plans). Awarteally vest on years of service with all awardly fvesting within three years from the
date of grant for employees and either three @ yiwars from the date of grant for non-employeeatirs. Awards can be in the form of a
stock option, restricted stock, restricted shaiig performance share unit, or other award fornedained by the Board of Directors. Awards
granted under the 2004 LTIP Plan expire no laten tien years after the date of the grant. The 200R Plan provides an annual grant to
non-employee directors of 5,000 shares and liadature the number of shares that may be awardedr the plan as full value awards to
100,000 shares. At December 31, 2012, there wéf8,B55 options outstanding under the 2004 LTI R¥&which 1,218,693 were
exercisable; in addition, there were 35,331 shafesstricted stock outstanding, none of which wearsted.

Staff Share Option Plan

The Staff Share Stock Option Plan (the “Staff SHlem”) is a fixed stock option plan which was aiolin April 1992. Under the Staff
Share Plan, the Company granted options to its@yepk at the estimated fair market value of sutiompat the date of grant. Options
generally vest based on years of service withg@lbas to be fully vested within five years fromtel@f grant. Options granted under the Staff
Share Plan expire ten years after the date of gréwerre are no options left to be granted undefStaé Plan. At December 31, 2012, there
were 29,600 options outstanding and exercisablemnthe Staff Share Plan.
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Employee Stock Purchase PI

The Orthofix International N.V. Amended and Redda®ock Purchase Plan (the “Stock Purchase PlaaVjiges for the issuance of
shares of the Company’s common stock to eligiblpleyees and directors of the Company and its sidygd that elect to participate in the
plan and acquire shares of common stock throughopaeductions (including executive officers).

During each purchase period, eligible employees desjgnate between 1% and 25% of their compenstttiba deducted for the
purchase of common stock under the plan (up to 2B%mployees working in North America, South Ansarand Asia, and up to 15% for
employees working in Europe). For eligible direstdhe designated percentage will be an amount égbés or her annual or other director
compensation paid in cash for the current plan.yBae purchase price of the shares under the plaqual to 85% of the fair market value on
the first day of the plan year (which is a calengiar, running from January 1 to December 31)fdower, on the last day of the plan year.

Due to the compensatory nature of such plan, thepgaoy has recorded the related share based contiparisathe consolidated
statement of operations. The aggregate numberanéshieserved for issuance under the Employee Swdhase Plan is 1,850,000 share:
of December 31, 2012, 1,362,808 shares had begedissrder the Stock Purchase Plan.
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Share-Based Compensation:

As of December 31, 2012, the unamortized compesatipense relating to options granted and expéatbd recognized was $3.9
million. This amount is expected to be recognizedugh August 2016. The following table shows te&ad of share-based compensation by
line item in the consolidated statements of openatifor the years ended December 31, 2012, 2012@M@ and the assumptions for each of
these years in which grants were awarded:

Year Ended
Year Ended Year Ended December 31
December 31, December 31,
(US$ in thousands, except assumption 2012 2011 2010 (1)
Cost of sales $ 592 $ 153 $ 21C
Sales and marketir 1,55( 2,031 3,50¢
General and administratiy 4,02z 4,32; 4,10¢
Research and developmt 13¢ 14z 31¢
Total $ 6,30: $ 6,64¢ $ 8,13¢
Assumptions:
Expected tern 4.50 year 4.58 year —
Expected volatility 50.9%— 51.&% 49.6%—- 49.9% —
Risk free interest rai 0.76%- 0.84% 0.90%- 2.26% —
Dividend rate — — —
Weighted average fair value of options grar
during the yea $ 16.9¢ $ 14.21 $ —

(1) The Company did not grant any options during 2(

Stock Option Activity:

Summaries of the status of the Company’s stocloogilans as of December 31, 2012 and 2011 and ebahging the year ended
December 31, 2012 are presented below:

Weighted
Average
Remaining
Weighted Average Contractual
Options Exercise Price Term
Outstanding at December 31, 2011 2,559,27. $ 33.41
Grantec 347,25( $ 40.4¢
Exercisec (716,56¢) $ 31.5(
Forfeited (244,009 $ 40.5(
Outstanding at December 31, 2( 1,945,95! $ 34.5( 5.3¢
Vested and expected to vest at December 31,
2012 1,903,611 $ 34.4: 5.31
Options exercisable at December 31, 2 1,448,29. 4.2C
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Outstanding and exercisable by price range as of Bember 31, 2012

Options Outstanding Options Exercisable

Weighted
Average Weighted Weighted

Remaining
Contractual Average Average
Number Exercise Number Exercise

Range of Exercise Price Outstanding Life Price Exercisable Price

$10.42 — $25.01 253,66 5.0¢ $ 23.4( 253,66: $ 23.4(
$25.05- $28.95 326,38 5.3C $ 26.9¢ 314,38: $ 26.97
$29.23- $33.01 314,43 6.84 $ 31.6( 167,10: $31.4¢
$33.08- $38.11 347,85¢ 3.5C $ 37.4¢ 307,19 $ 37.5]
$38.40- $39.94 282,68’ 6.61 $ 39.6¢ 126,68 $ 39.6¢
$40.27- $41.37 210,00( 7.0t $41.2% 68,33« $41.2(
$43.04- $45.84 188,93. 3.4i $ 44.6: 188,93: $ 44.6:
$50.15- $50.15 12,50( 4.2¢ $ 50.1¢ 12,50( $ 50.1¢
$50.50- $50.50 2,00( 4.01 $ 50.5( 2,00( $ 50.5(
$50.99- $50.99 7,50( 4.04 $ 50.9¢ 7,50( $ 50.9¢
$10.42- $50.99 1,945,95! 5.3¢ $ 34.5( 1,448,29. $ 33.5¢

The weighted average remaining contractual lifexarcisable options was 4.2 years at December@®R. Zhe total intrinsic value of
options exercised was $7.2 million, $4.2 milliorde$8.0 million for the years ended December 3122@011 and 2010, respectively. The
aggregate intrinsic value of options outstanding aptions exercisable as of December 31, 2012 ¢sileded as the difference between the
exercise price of the underlying options and theketaprice of the Company’s common stock for thareh that had exercise prices that were
lower than the $39.33 closing price of the Comparsgock on December 31, 2012. The aggregate imtratue of options outstanding was
$11.2 million, $10.8 million and $4.8 million fon¢ years ended December 31, 2012, 2011, and 284dkatively. The aggregate intrinsic
value of options exercisable was $9.8 million, $8iflion and $2.1 million for the years ended Detem31, 2012, 2011 and 2010,
respectively.

Restricted Stock

During the year ended December 31, 2012, the Coyngiamted to employees and non-employee direc#®s500 shares of restricted
stock, which vest at various dates through Nover@béb. During the year ended December 31, 2011Ctmepany granted to employees
94,000 shares of restricted stock, which vest dbua dates through February 2014. The compensatipanse, which represents the fair
value of the stock measured at the market pritieeatlate of grant, less estimated forfeituresgé®gnized on a straight-line basis over the
vesting period. Unamortized compensation experlateckto restricted stock amounted to $4.8 miliwmecember 31, 2012.
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A summary of the status of our restricted stockfad3ecember 31, 2012 and 2011 and changes duringetiar ended December 31, 2
are presented below:

Weighted

Average Grant

Shares Date Fair Value

Non-vested as of December 31, 2011 69,00( $ 29.2:
Grantec 149,50( $ 40.9:
Vested (28,33¢) $ 29.2:
Cancellec (29,339 $ 38.81
Non-vested as of December 31, 2( 160,83 $ 38.3¢

19. Earnings per share

For each of the three years ended December 31, BtErgé were no adjustments to net income (los)dgposes of calculating basic
and diluted net income (loss) available to comntmaresholders. The following is a reconciliation loé weighted average shares used in the
basic and diluted net income (loss) per commonesb@amputations.

Year Ended December 31

2012 2011 2010
Weighted average common shares-basic 18,977,26 18,219,34 17,601,95
Effect of diluted securities
Unexercised stock options net of treasury sharerobase 413,15( — 311,58¢
Weighted average common st-diluted 19,390,41 18,219,34 17,913,54

No adjustment has been made in 2011 for any constumk equivalents because their effects would hieddntive. For 2011,
potentially dilutive shares totaled 344,168.

Options to purchase shares of common stock withceseeprices in excess of the average market pficemmon shares are not
included in the computation of diluted earnings gleaire. There were 789,650 and 1,487,809 outstguogitions not included in the diluted
earnings per share computation for the fiscal yeaded December 31, 2012 and 2011, respectivedpuise the inclusion of these options
was anti-dilutive.

20. Restructuring charges

In the fourth quarter of 2008, as part of the Conyastrategic plan to strengthen the businessCtirapany initiated a restructuring
plan to improve operations and reduce costs atkBtane. The plan involved the consolidation of samtally all of Blackstone’s operations
previously conducted in Wayne, NJ and Springfidd, into the same facility housing its spine stintida and U.S. orthopedics business in
the Dallas, TX area. The Company completed theuetsiring and consolidation in the second quart&04.0 and recognized a total
restructuring expense of $3.6 million.

In the fourth quarter of 2010, the Company initieéereorganization plan to further streamline of@na and lower operating costs
within its Spine, Orthopedics and Sports Medicir®Us During the fourth quarter of 2010, the Compaggorded restructuring charges of
$0.4 million in Spine and $3.2 million in Orthopesliwhich were related to employee severance déisial cash payments were made during
the third quarter of 2011 and no further chargesaaticipated.
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These restructuring costs were recorded in thegreded December 31, 2010 consolidated statemenseo@tions with $1.6 million in
selling and marketing and $2.0 million in generad @dministrative expense.

The following table presents changes in the resiring liability, which is included within Other @rent Liabilities in the Company’s
consolidated balance sheets as of December 31,&@lDecember 31, 2010:

(US$ in thousands; Severanc
Balance at December 31, 2009 $ 1,82¢
Charges under 2010 pl; 3,55(
Cash payment (3,739
Balance at December 31, 20 1,63¢
Cash payment 1,63¢
Balance at December 31, 20 $ —

21. Net gain on sale of vascular operation

On March 8, 2010, the Company entered into an gssehase agreement (the “APAR)which the Company agreed to sell substan
all of the assets of its vascular operations rdladethe A-V IMPULSE SYSTEM and related accessofiesluding finished goods inventory
and tangible assets). At the closing, the Compengived payment of approximately $27.7 million, ethamount includes the estimated
value of certain finished goods inventory convegethe closing, and remains subject to post-clogerdication.

Pursuant to the APA, the Company agreed to enterciertain transition arrangements at the clodimguding (i) a transition services
agreement pursuant to which, among other thingsCtimpany would continue to provide operationapsupwith respect to the transferred
assets in certain jurisdictions for a period otaiffive months, and (ii) two separate supply agrests for certain Impads for a period of two
years and provide other products for a period ofl&gs. During the second and third quarters of 28#Company completed the transit
services agreement and one of the supply agreergveimitsh supplies the other products). In Septen®drl, the Company completed an
amendment to the supply agreement to supply cdrtgiads until March 2014. The Company also agreeghter into a 5-year
noncompetition agreement at closing with respethédbusiness of the assets being transferred.
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The following table presents the value of the adsgosition, cash proceeds received, net of tiigesettlement costs and the net gain
on sale of vascular operations as shown in theatioiaged statements of operations for the year @ficember 31, 2010.

(US$ in thousands; Total
Cash proceeds, net of litigation (1) $24,21"
Less:
Transaction related expens 2,25:
Inventory and property, plant and equipm 2,36¢
Goodwill and intangible asse 7,57¢
Net gain on sale of vascular operatit 12,01¢
Income tax expens (3,499
Net gain on sale of vascular operations, net aég $ 8,521

(1) In conjunction with the sale of the vasculae@gtions, the Company settled an outstanding tibgaclaim by the former patent holders
for $3.5 million.

22. Quarterly financial data (unaudited)
(U.S. Dollars, in thousands, except per share data)

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter Year
2012
Net sales $116,04: $119,49. $114,75. $112,03! $462,32(
Gross profit $ 94,10: $ 95,81t $ 92,37¢ $ 93,53 $375,82!
Net income (loss) from continuing operations, rfeba $ 12,21t $ 13,967 $ 13,11¢ $ 14,63¢ $ 53,93¢
Net income (loss) from discontinued operations,afiefix $ (199 $ (2,762) $ (5,55¢) $ 5,87¢ $ (2,64
Net income (loss $ 12,01¢ $ 11208 $ 7,56( $ 20,51/ $ 51,29
Net income (loss) per common she
Basic:
Net income (loss) from continuing operations, rfeb® $ 0.6t $ 0724 $ 06 $ 0.7€ $ 2.8
Net income (loss) from discontinued operations,afieax $ (0.0]) $ (0.1 $ (0.29 $ 0.3 $ (0.19
Net income (loss $ 0.6/ $ 05 $ 04C $ 1.0€ $ 2.7C
Diluted:
Net income (loss) from continuing operations, rfeb® $ 0.64 $ 07 $ 067 $ 0.74 $ 2.7¢
Net income (loss) from discontinued operations,afieax $ (0.0]) $ (0.1 $ (0.2 $ 0.3 $ (0.19
Net income (loss $ 0.6° $ 058 $ 03 $ 104 $ 2.6/
2011
Net sales $113,06( $116,67( $117,30t $123,08! $470,12:
Gross profit $ 90,72 $ 93,48 $ 93,45. $ 99,84¢ $377,50:.
Net income (loss) from continuing operations, rfeba $(36,74() $ 10,51¢ $ 12,95. $ 11,53( $ (1,740
Net income (loss) from discontinued operations,afidtix $ 93¢ $ (56) $ (579 $ 862 $ 667
Net income (loss $(35,80) (1) $ 9,95¢ ¢ 12,37¢ $12,39:(2) $ (1,079
Net income (loss) per common she
Basic:
Net income (loss) from continuing operations, rfets $ (2.09 $ 058 $ 07C $ 0.62 $ (0.10
Net income (loss) from discontinued operations,afiégax $  0.0F $ (009 $ (0.0 $ 0.0¢ $ 0.04
Net income (loss $ (2.00 $ 05t $ 067 $ 0.67 $ (0.06)
Diluted:
Net income (loss) from continuing operations, rfets $ (2.09 $ 057 $ 06 $ 0.62 $ (0.10
Net income (loss) from discontinued operations,afiégax $  0.0F $ (009 $ (0.0 $ 0.04 $ 0.04
Net income (loss $ (2.00 $ 054 $ 066 $ 0.6€ $ (0.06)

(1) Includes $46 million of charges related to U.S. &ownent resolution



(2) Includes $10.5 million of charges related to U.8v&nment resolutior
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December 31 December 31
(US$ in thousands; 2012 2011
Assets
Current asset:
Cash and cash equivalel $ 7,392 $ 19,43¢
Prepaid expenses and other current a: 534 487
Total current asse 7,92¢ 19,92(
Other long term asse 15 61
Investments in and amounts due from subsidiaridsaffiliates 400,47 307,20:
Total asset $ 408,41. $ 327,18
Liabilities and shareholder s equity
Current liabilities $ 1,20¢ $  3,90(
Long-term liabilities 8,111 8,112
Sharehold¢' s equity:
Common stocl 1,93¢ 1,84¢
Additional paid in capita 246,11: 214,31(
Accumulated earning 148,54¢ 97,25¢
Accumulated other comprehensive inca 2,50¢ 1,761
399,09¢ 315,17:
Total liabilities and shareholc's equity $ 408,41: $ 327,18:

See accompanying notes to condensed financiahséatis.
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Condensed Statements of Operations (unaudited)

(US$ in thousands;
(Expenses) incom
General and administrati

Equity in earnings of investments in subsidiaried affiliates

Other, ne

Income (loss) before income tax
Income tax benefit (expens

Net income (loss

See accompanying notes to condensed financiahsémis.

Year Ended Year Ended Year Ended
December 31 December 31 December 31
2012 2011 2010
$ (7,700 $ (11,509 $ (13,146

59,26¢ 11,117 59,62(
24 7 (390)
51,58¢ (385) 46,08¢
(293 (68¢) (1,876)

$ 51,29 $ (1,079 $ 44,20¢
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Year Ended Year Ended Year Ended

December 31 December 31 December 31
(US$ in thousands; 2012 2011 2010
Net income (loss $ 51,29t $ (1,079 $ 44,20¢
Equity in earnings of investments in subsidiaried affiliates (59,269 (11,11) (59,62()
Cash used in other operating activit (5,317) 3,79¢ 7,491
Net cash used in operating activit (13,28) (8,385 (7,919
Cash flows from investing activitie
Distributions and amounts received from subsid& 12,56« 5,87¢ 21,59:
Capital expenditure — — (5)
Net cash provided by investing activiti 12,56« 5,87¢ 21,59:
Cash flows from financing activitie
Net proceeds from issuance of common s 25,58¢ 20,11: 7,85¢
Contributions to subsidiaries and affilia (36,92) (2,789 (21,27¢)
Tax benefit on exercise of stock optic — 1,737 2,22
Net cash provided by financing activiti (11,339 19,06 (12,199
Net increase (decrease) in cash and cash equis (12,04) 16,55 2,47¢
Cash and cash equivalents at the beginning ofdhe 19,43: 2,88 403
Cash and cash equivalents at the end of the $ 7,392 $ 19,43: $ 2,88

See accompanying notes to condensed financiahstatis.
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Notes to Condensed Financial Statements (unaudited)

1. Background and basis of presentatior

These condensed parent company financial staterhanésbeen prepared in accordance with Rule 1&€Hedule 1 of Regulation S-X,
as the restricted net assets of Orthofix Holdimgs, and its subsidiaries exceed 25% of the codatdd net assets of Orthofix International
N.V. and its subsidiaries (t“Company”). This information should be read in aamjtion with the Company’s consolidated financial
statements included elsewhere in this filing.

2. Restricted net assets of subsidiaries

Certain of the Company’s subsidiaries have regtriston their ability to pay dividends or make motampany loans and advances
pursuant to their financing arrangements. The amofrestricted net assets the Company’s subsafidreld at December 31, 2012 and 2011
was approximately $247.4 million and $186.0 millioespectively. Such restrictions are on net asda®sthofix Holdings, Inc. and its
subsidiaries.

3. Commitments, contingencies and lor-term obligations

For a discussion of the Company’s commitments,ingehcies and long term obligations under its sesdéaured credit facility, see
Note 8, Note 11 and Note 16 of the Com(’s consolidated financial statements.

4. Dividends from subsidiaries

Cash dividends received by Orthofix Internationa Nrom its consolidated subsidiaries accountechfothe equity method were $5.9
million and $21.6 million for the years ended Debem31, 2011 and 2010, respectively. Orthofix Inéional N.V. did not receive cash
dividends in 2012.

S-4
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Orthofix International N.V.
Schedule 2—Valuation and Qualifying Accounts
For the years ended December 31, 2012, 2011 ar@d 201

(US$ in thousands;
Provisions from assets to which they apply

2012
Allowance for doubtful accounts receival
Deferred tax valuation allowan:

2011
Allowance for doubtful accounts receival
Deferred tax valuation allowan:

2010
Allowance for doubtful accounts receival
Deferred tax valuation allowan:

S-5

Additions

Balance a Charged

Charged tc (credited)
beginning Deductions.

cost and to other Balance at
of year expenses accounts Other end of yeal
$ 9,37¢ $ 13,117 $ (201) $ (6,109 $16,18¢
19,11t 7,01( — — 26,12t
$ 6,67¢ $ 11,47¢ $ 520) $ (8,255 $ 9,37¢
21,02 (1,909 — — 19,11t
$658 $ 8751 $ — $ (8,665 $ 6,67¢
17,23¢ 3,78¢ — — 21,02¢
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Nongqualified Stock Option Agreement under
the Orthofix International N.V.
2012 Long-Term Incentive Plan

This Option Agreement (theAgreement ") is made this day of 20 (the “Grant Date”) between Orthofix International
N.V., a Curacao company (t Company "), and the person signing this Agreement adjateetite caption “Optionee” on the signature page
hereof (the ‘Optionee ). Capitalized terms used and not otherwise definerein shall have the meanings attributed thenetioe Orthofix
International N.V. 2012 Long-Term Incentive Plahne(t' Plan ).

WHEREAS, pursuant to the Plan, the Company destirafford the Optionee the opportunity to purchsisares of Stock (Common
Shares”) on the terms and conditions set forth herein;

NOW, THEREFORE, in connection with the mutual comets hereinafter set forth and for other good aldable consideration, the
parties hereto agree as follows:

1. Grant of Option Subject to the provisions of this Agreement dr@Rlan, the Company hereby grants to the Optitresdght
and option (the Option ") to purchase Common Shares at ancesesprice of $ . per share (tfexercise Price”).

2. Incorporation of PlanThe Optionee acknowledges receipt of the Plaopy of which is annexed hereto, and representht
or she is familiar with its terms and provisionsidrereby accepts this Option subject to all oftdris and provisions of the Plan and all
interpretations, amendments, rules and regulatidrish may, from time to time, be promulgated and@dd pursuant to the Plan. The Pla
incorporated herein by reference. In the evenngf@nflict or inconsistency between the Plan dmisl Agreement, the Plan shall govern and
this Agreement shall be interpreted to minimizelaminate any such conflict or inconsistency.

3. NonQualified Stock Option The Option is not intended to be an incentivelstaption under Section 422 of the Internal
Revenue Code and will be interpreted accordingly.

4. Vesting. Subject to earlier termination in accordance \li Plan or this Agreement and the terms and tiondiherein or
therein, the Option shall vest and become exerlgisaith respect to % of the shares cede¢hereby on each of the
anniversaries of the Grant Date; predichowever, that the exercisability of any poridrthe Option relating to a fractional share
shall be deferred until such time, if any, thattsportion can be exercised as a whole Common Share.

5. Term. The Option shall expire and no longer be exebdésa0 years from the Grant Date, subject to gadignination in
accordance with the Plan or this Agreement.

6. Termination of Service

(a) Termination of Service Other than for Causeath, Disability or Voluntary Terminatianf, prior to vesting, the Optionee’s
Service is terminated or the Optionee retires soetance with the Company’s retirement policies, @ption shall be considered vested and
be immediately exercisable as of the date of seirhihation of Service with respect to the aggregataber of Common Shares as to which
the Option would have been vested as of Decembef 8fe year in which such termination of Servicews. The Optionee shall have the
right, subject to the other terms and conditioriga@#h in this Agreement and the Plan, to exertigeOption, to the extent it has vested as of
the date of such termination of Service, at anytimithin 180 days after the date of such termimatibService, subject to the earlier
expiration of the Option as provided in Sectionebaof. To the extent the vested portion of the @pi$ not exercised within such 180 day
period, the Option shall be cancelled and reverkiba the Company and the Optionee shall have ribduright or interest therein. The
unvested portion of any Option shall be cancelled revert back to the Company as of the date oDhigtonee’s termination of Service and
the Optionee shall have no further right or intetlerein. In no event shall this Section 6(a) gppthe termination of Service is (i) for Cau
(ii) by reason of death or Disability or (iii) agesult of a Voluntary Terminatio




(b) Termination of Service for Cause; Voluntarymieation. If, prior to vesting, (i) the Optionee’s Servisgerminated by the
Company or any of its Subsidiaries for Cause,ipQptionee terminates Service under circumstanoestituting a Voluntary Termination,
the unvested portion of the Option shall be cardedind revert back to the Company as of the datadf termination of Service, and the
Optionee shall have no further right or interestéin unless the Committee in its sole discrettwallgletermine otherwise. The Optionee s
have the right, subject to the other terms and itiong set forth in this Agreement and the Plargxercise the Option, to the extent it has
vested as of the date of termination of Servicangttime within three months after the date ohsigemination, subject to the earlier
expiration of the Option as provided in Sectionebaof.

(c) Termination of Service for Death or Disabilitif the Optionee’s Service terminates by reasodeaith or Disability, the
Option shall automatically vest and become immetijjagxercisable in full as of the date of such teation of Service. The Option shall
remain exercisable by the Optionee (or any perstiticed to do so) at any time within 12 monthsathe date of such termination of
Service, subject to the earlier expiration of th#i@n as provided in Section 5 hereof. To the extiee Option is not exercised within such 12
month period, the Option shall be cancelled anéntdvack to the Company and the Optionee or anyipted transferee pursuant to
Section 11, as applicable, shall have no furttgdrtror interest therein.

(d) Effect of Employment Agreements Generallyhe Company and Optionee agree that notwithstgrainything to the contrary
in any Employment Agreement, the terms of an Empleyt Agreement expressly defining whether and iatwmanner (including upon
termination of employment) the unvested portiomiofOption shall vest, be exerciseable or be cattshall notontrol over the terms of th
Agreement, and shall be disregarded in their agtirgth respect to the terms of this Award.

7. Change in ControlUpon the occurrence of a Change in Control, thgdd shall automatically vest and become immedjiate
exercisable in full and shall remain exercisabladgnordance with the terms of Section 6 hereofiestibo the earlier expiration of the Option
as provided in Section 5 hereof.

8. Method of Exercising Option

(a) Notice of ExerciseSubject to the terms and conditions of this Agreet, the Option may be exercised by written octedmic
notice to the Company, from the Optionee or a perslao proves to the Company’s satisfaction thadighe is entitled to do so, stating the
number of Common Shares in respect of which théo®$ being exercised and specifying how such Com@hares should be registered
(e.g., in Optionee’s name only or in Optionee’s higor her spouse’s names as joint tenants wgtit of survivorship). Such notice shall be
accompanied by payment of the Exercise Price f@E@nmon Shares purchased pursuant to the exertgech Option. The date of exercise
of the Option shall be the later of (i) the datendrich the Company receives the notice of exeroig@) the date on which the conditions set
forth in Sections 8(b) and 8(e) are satisfied. Nibtstanding any other provision of this Agreemdim¢, Optionee may not exercise the Option
and no Common Shares will be issued by the Compétiiyrespect to any attempted exercise when suelcise is prohibited by law or any
Company policy then in effect. The Option may netxercised at any one time as to less than 10@sstar such number of shares as to
which the Option is then exercisable if less th@@)1In no event shall the Option be exercisabteaffractional share.

(b) Payment Prior to the issuance of the Common Shares potsa&ection 8(e) hereof in respect of which alhgortion of the
Option shall have been exercised, the Optioneé ket paid to the Company the Exercise Price fd@@mmon Shares purchased pursuant
to the exercise of such Option. Payment may be rbagersonal check, bank draft or postal or expmesisey order (such modes of payment
are collectively referred to as “cash”) payablé¢he order of the Company in U.S. dollars. Paymeay adso be made in mature Common
Shares owned by the Optionee, or in any combinatfaash or such mature shares as the Committiéesple discretion may approve. The
Company may also permit the Optionee to pay fohstemmon Shares by directing the Company to withi@@mmon Shares that would
otherwise be received by the Optionee, pursuastith rules as the Committee may establish from tintiene. In the discretion of the
Committee, and in accordance with rules and prossdestablished by the Committee, the Optioneebagyermitted to make a “cashless”
exercise of all or a portion of the Optic



(c) Shareholder RightsThe Optionee shall have no rights as a sharehulitle respect to any Common Shares issuable upon
exercise of the Option until the Optionee shalldmee the holder of record thereof, and no adjustreleall be made for dividends or
distributions or other rights in respect of any @aom Shares for which the record date is prior éodate upon which the Optionee shall
become the holder of record thereof.

(d) Limitation on Exercise The Option shall not be exercisable unless tfer @hd sale of Common Shares pursuant thereto has
been registered under the Securities Act of 1983naended (the 1933 Act "), and qualified under applicable state “blue skaivs or the
Company has determined that an exemption fromtragjisn under the 1933 Act and from qualificatiarder such state “blue sky” laws is
available.

(e) Issuance of Common Sharéhe issuance of all Common Stock purchased pntdaahe exercise of this Option shall be
evidenced in such a manner as the Company, itisitsaedion, will deem appropriate, including, withdmitation, book-entry registration or
issuance of one or more stock certificates.

9. Adjustment of and Changes in Common Shaheshe event of any merger, consolidation, retedightion, reclassification,
stock dividend, extraordinary dividend, or otheertvor change in corporate structure affecting@bemmon Shares, the Committee shall
make such adjustments, if any, as it deems apptepn the number and class of shares subjechtbthe exercise price of, the Option. The
foregoing adjustments shall be determined by thea@ittee in its sole discretion.

10. Tax Withholding The Company shall have the right, prior to ttsiggice of any Common Shares upon full or partiefese
of the Option (whether by the Optionee or any pemsatitided to do so), to require the Optioneeetit to the Company any amount
sufficient to satisfy the minimum required fedewsdgte or local tax withholding requirements, ad a®all applicable withholding tax
requirements of any other country or jurisdictibhe Company may permit the Optionee to satisfyyhiole or in part, such obligation to
remit taxes, by directing the Company to withholsh@non Shares that would otherwise be received d¥iftionee, pursuant to such rule
the Committee may establish from time to time. Toenpany shall also have the right to deduct fradncash payments made pursuant to, or
in connection with, the Option, the minimum fedesthte or local taxes required to be withheld wétspect to such payments.

11. Transfers Except as provided in this Section 11, duringi@ree’s lifetime, only Optionee (or in the event@yftionee’s legal
incapacity or incompetency, his or her guardialegal representative) may exercise the Option,taadption shall not be assignable or
transferable by Optionee, other than by designatfdreneficiary, will or the laws of descent andtdbution. Optionee may transfer all or
of this Option, not for value, to any Family Mempprovided that Optionee provides prior writtenioeto the Company, of such transfer.
the purpose of this section, a “not for value” sfem is a transfer which is (i) a gift, (ii) a tfar under a domestic relations order in settlemen
of marital property rights, or (iii) a transferam entity in which more than fifty percent (50%)tlé voting interests are owned by Family
Members (or Optionee) in exchange for an interesuich entity. Subsequent transfers of transfgroetions of the Option are prohibited
except to Optionee’s Family Members in accordanitle this Section 11 or by will or the laws of destand distribution. In the event of
Optionee’s termination of service, this Agreemdraliscontinue to be applied with respect to Optmrfellowing which the Option shall be
exercisable by the transferee only to the extentt,far the periods specified herein.

12. Prohibition on RepricingThe Agreement may not be amended to (a) redecExthrcise Price of the Option granted
hereunder, nor (b) cancel or replace the Optioalraer with an Option having a lower exercise price

13. Miscellaneous Provisions

(a) Notices Any notice required by the terms of this Agreetshall be delivered or made electronically, over internet or
otherwise (with request for assurance of receipt inanner typical with respect to communicationthaf type), or given in writing. Any
notice given in writing shall be deemed effectiy®n personal delivery or upon deposit with the eahiBtates Postal Service, by registered or
certified mail, with postage and fees prepaid, simall be addressed to the Company at its prineipatutive office and to the Optionee at the
address that he or she has most recently provad#atCompany. Any notice given electronically §baldeemed effective on the date of
transmission



(b) Headings The headings of sections and subsections anededlsolely for convenience of reference and stwlhffect the
meaning of the provisions of this Agreement.

(c) CounterpartsThis Agreement may be executed in two or morentayparts, each of which shall be deemed to beigmal
but all of which together will constitute one am@ same instrument.

(d) Entire AgreementThis Agreement and the Plan constitute the eatireement between the parties hereto with regatttkt
subject matter hereof. They supersede all othexemgents, representations or understandings (whethleor written and whether express or
implied) that relate to the subject matter hergothe event the Optionee has an Employment Agragraay conflicts or ambiguities shall be
resolved first by reference to the Plan, then t® Agreement, and finally to the Employment Agreaimé the event such conflict or
ambiguity cannot be resolved by reference to tlaa,Reference shall be made to this Agreementllijrzand only in the event such conflict
or ambiguity cannot be resolved by reference tdPla@ and this Agreement, reference shall be natieetEmployment Agreement.

(e) Amendments The Board and the Committee shall have the pseavalter or amend the terms of the Option as gét feerein
from time to time, in any manner consistent with grovisions of Sections 5.3 and 18.10 of the Riad,any alteration or amendment of the
terms of the Option by the Board or the Committesllsupon adoption, become and be binding onextgns affected thereby without
requirement for consent or other action with resfieereto by any such person. The Committee sl mptice to the Optionee of any such
alteration or amendment as promptly as practicaftiéx the adoption thereof. The foregoing shallnestrict the ability of the Optionee and
the Board or the Committee by mutual written consermlter or amend the terms of the Option in am@nner which is consistent with the
Plan.

(H Binding Effect. This Agreement shall be binding upon the heixecators, administrators and successors of theepdréreto
and may only be amended by written agreement gbainées hereto.

(g) Governing Law This Agreement shall be governed by, and condtimaccordance with, the laws of the State of exa
without regard to the choice of law provisions tudr

(h) No Employment or Other Right§ his Option grant does not confer upon the Ogi#any right to be continued in the
employment of, or otherwise provide Services te,@wmpany or any Subsidiary or other affiliate #uoér or interfere with or limit in any we
the right of the Company or any Subsidiary or otiiéliate thereof to terminate such Optioreemployment at any time. For purposes of
Agreement only, the term “employment” shall includieeumstances under which Optionee provides ctingubr other Services to the
Company or any of its Subsidiaries as an indepdramriractor, but such Optionee is not, nor shaltbnsidered, an employee; provided,
however, nothing in this Section 13(h) or this Agrent shall create an employment relationship ketveeich person and the Company or its
applicable Subsidiary, as the usages describddsrSection are for convenience only.

15. Definitions. For purposes of this Agreement, the followingitadjized words shall have the meanings set fortbvee

“ Employment Agreement ” shall mean a written employment, change in cdrdre¢hange of control, or other similar agreement
between the Optionee and the Company and/or a@ahysi

“ Voluntary Termination ” shall occur when the Optionee voluntarily ceaSesvice for any reason or no reason (e.g., theoOgt
elects to cease being an employee or directoramiging consulting services or the Optionee resignguits). For the avoidance of doubt, a
Voluntary Termination shall not occur as a resfileomination of Service as a result of death, bilitg (as provided hereunder), or
termination for “good reason” or similar words {be extent permitted pursuant to an Employment Ageent) or as the result of the
Optione(s retirement in accordance with the Comy’s retirement policies



EXECUTED as of the date first written above.
COMPANY: ORTHOFIX INTERNATIONAL N.V.

By:

Name:
Title:

OPTIONEE:
By:

Name:
Title:



Exhibit 10.12

Non-Employee Director
Nongqualified Stock Option Agreement under
the Orthofix International N.V.
2012 Long-Term Incentive Plan

This Option Agreement (theAgreement ") is made this day of 20 (the “Grant Date”) between Orthofix International
N.V., a Curacao company (t“ Company "), and the person signing this Agreement adjatettie caption “Optionee” on the signature page
hereof (the ‘Optionee ), a non-employee member of the Board of Directifrthe Company (the Board ”). Capitalized terms used and not
otherwise defined herein shall have the meaningbuatied thereto in the Orthofix International N.2012 Long-Term Incentive Plan (the “
Plan ).

WHEREAS, pursuant to the Plan, the Company degirafford the Optionee the opportunity to purchsisares of Stock (Common
Shares”) on the terms and conditions set forth herein;

NOW, THEREFORE, in connection with the mutual cowets hereinafter set forth and for other good aldable consideration, the
parties hereto agree as follows:

1. Grant of Option Subject to the provisions of this Agreement dr@Rlan, the Company hereby grants to the Optitresdght
and option (the Option ") to purchase Common Shares at anceseeprice of $ . per share (thexercise Price”).

2. Incorporation of PlanThe Optionee acknowledges receipt of the Plaopy of which is annexed hereto, and representt
or she is familiar with its terms and provisionsldrereby accepts this Option subject to all oftéims and provisions of the Plan and all
interpretations, amendments, rules and regulatidrish may, from time to time, be promulgated and@dd pursuant to the Plan. The Pla
incorporated herein by reference. In the evenngf@nflict or inconsistency between the Plan dmisl Agreement, the Plan shall govern and
this Agreement shall be interpreted to minimizelaninate any such conflict or inconsistency.

3. NonQualified Stock Option The Option is not intended to be an incentivelstaption under Section 422 of the Internal
Revenue Code and will be interpreted accordingly.

4. Vesting Subject to earlier termination in accordance \li Plan or this Agreement and the terms and tiondiherein or
therein, the Option shall vest and become exerlgsaibh respect to % of the shares cede¢hereby on each of the
anniversaries of the Grant Date; predichowever, that the exercisability of any portidithe Option relating to a fractional share
shall be deferred until such time, if any, thattsportion can be exercised as a whole Common Share.

5. Term. The Option shall expire and no longer be exebdésa0 years from the Grant Date, subject to gadignination in
accordance with the Plan or this Agreement.

6. Termination of Service

(a) Termination of Service as a Result of VoluptBesignation If, prior to vesting, the Optionee’s Serviceasninated as a
result of a Voluntary Resignation, the Option shallconsidered vested and be immediately exereisabbf the date of such termination of
Service with respect to the aggregate number ofrl@@mShares as to which the Option would have bested as of December 31 of the y
in which such termination of Service occurs. Thei@yee shall have the right, subject to the othans and conditions set forth in this
Agreement and the Plan, to exercise the Optiothdextent it has vested as of the date of suachination of Service, at any time within two
years after the date of such termination of Sendabject to the earlier expiration of the Optispaovided in Section 5 hereof. To the ex
the vested portion of the Option is not exercisétliiw such twoyear period, the Option shall be cancelled andrtdnack to the Company a
the Optionee shall have no further right or intetlerein. The unvested portion of any Option shaltancelled and revert back to the
Company as of the date of the Optionee’s terminatfodService and the Optionee shall have no funtigéat or interest therein. In no event
shall this Section 6(a) apply if the terminationSafrvice is (i) for Cause or (ii) by reason of theait Disability.




(b) Termination of Service for Caus#, prior to vesting, the Optionee’s Serviceasminated by the Company or any of its
Subsidiaries for Cause, the unvested portion ofXtpton shall be cancelled and revert back to tam@any as of the date of such termination
of Service, and the Optionee shall have no funtiggnt or interest therein unless the Committedasrsole discretion shall determine otherwise.
The Optionee shall have the right, subject to themterms and conditions set forth in this Agreetrand the Plan, to exercise the Option, to
the extent it has vested as of the date of termoimaif Service for Cause, at any time within thneenths after the date of such termination,
subject to the earlier expiration of the Optiorpasvided in Section 5 hereof.

(c) Termination of Service for Death or Disabilitif the Optionee’s Service terminates by reasodeaith or Disability, the
Option shall automatically vest and become immetijiagxercisable in full as of the date of such teation of Service. The Option shall
remain exercisable by the Optionee (or any perstitided to do so) at any time within two yearsathe date of such termination of Serv
subject to the earlier expiration of the Optiorpesvided in Section 5 hereof. To the extent thei@ypis not exercised within such two-year
period, the Option shall be cancelled and reverkiba the Company and the Optionee or any permittatsferee pursuant to Section 11, as
applicable, shall have no further right or intetthstrein.

7. Change in ControlUpon the occurrence of a Change in Control, thgdd shall automatically vest and become immediate
exercisable in full and shall remain exercisabladgnordance with the terms of Section 6 hereofiestibo the earlier expiration of the Option
as provided in Section 5 hereof.

8. Method of Exercising Option

(a) Notice of ExerciseSubject to the terms and conditions of this Agreet, the Option may be exercised by written octedaic
notice to the Company, from the Optionee or a perslao proves to the Company’s satisfaction thadhghe is entitled to do so, stating the
number of Common Shares in respect of which théo®$ being exercised and specifying how such Com@hares should be registered
(e.g., in Optionee’s name only or in Optionee’s higor her spouse’s names as joint tenants wgtit of survivorship). Such notice shall be
accompanied by payment of the Exercise Price fa€@nmon Shares purchased pursuant to the exartgech Option. The date of exercise
of the Option shall be the later of (i) the datendrich the Company receives the notice of exeroig@) the date on which the conditions set
forth in Sections 8(b) and 8(e) are satisfied. Nibtstanding any other provision of this Agreemdim¢, Optionee may not exercise the Option
and no Common Shares will be issued by the Compétiiyrespect to any attempted exercise when suelcise is prohibited by law or any
Company policy then in effect. The Option may netxercised at any one time as to less than 10@sstar such number of shares as to
which the Option is then exercisable if less th@@)1In no event shall the Option be exercisabteaffyactional share.

(b) Payment Prior to the issuance of the Common Shares potsa&ection 8(e) hereof in respect of which alhgortion of the
Option shall have been exercised, the Optioneé ket paid to the Company the Exercise Price fd@@mmon Shares purchased pursuant
to the exercise of such Option. Payment may be rbggeersonal check, bank draft or postal or expmessey order (such modes of payment
are collectively referred to as “cash”) payablé¢he order of the Company in U.S. dollars. Paymeay miso be made in mature Common
Shares owned by the Optionee, or in any combinatfaash or such mature shares as the Committiéesple discretion may approve. The
Company may also permit the Optionee to pay fohstemmon Shares by directing the Company to withi@@mmon Shares that would
otherwise be received by the Optionee, pursuasti¢h rules as the Committee may establish from tintiene. In the discretion of the
Committee, and in accordance with rules and prossdestablished by the Committee, the Optioneebagyermitted to make a “cashless”
exercise of all or a portion of the Option.

(c) Shareholder RightsThe Optionee shall have no rights as a sharehulidle respect to any Common Shares issuable upon
exercise of the Option until the Optionee shalldree the holder of record thereof, and no adjustreleall be made for dividends or
distributions or other rights in respect of any @oeom Shares for which the record date is prior éodate upon which the Optionee shall
become the holder of record there




(d) Limitation on Exercise The Option shall not be exercisable unless tfer @hd sale of Common Shares pursuant thereto has
been registered under the Securities Act of 1983naended (the 1933 Act "), and qualified under applicable state “blue skaivs or the
Company has determined that an exemption fromtragjsn under the 1933 Act and from qualificatiarder such state “blue sky” laws is
available.

(e) Issuance of Common Sharéhe issuance of all Common Stock purchased pntdaahe exercise of this Option shall be
evidenced in such a manner as the Company, itisitsedion, will deem appropriate, including, withdmitation, book-entry registration or
issuance of one or more stock certificates.

9. Adjustment of and Changes in Common Shaheshe event of any merger, consolidation, retedigation, reclassification,
stock dividend, extraordinary dividend, or otheeetvor change in corporate structure affecting@bemmmon Shares, the Committee shall
make such adjustments, if any, as it deems apptepn the number and class of shares subjechtbthe exercise price of, the Option. The
foregoing adjustments shall be determined by thea@ittee in its sole discretion.

10. Tax Withholding The Company shall have the right, prior to ttsiggice of any Common Shares upon full or partiefese
of the Option (whether by the Optionee or any pemsatitided to do so), to require the Optioneeetit to the Company any amount
sufficient to satisfy the minimum required fedesafte or local tax withholding requirements, i aas well as all applicable withholding tax
requirements of any other country or jurisdictibhe Company may permit the Optionee to satisfyyhiole or in part, such obligation to
remit taxes, by directing the Company to withholsh@non Shares that would otherwise be received dpiftionee, pursuant to such rule
the Committee may establish from time to time. Toenpany shall also have the right to deduct fradncash payments made pursuant to, or
in connection with, the Option, the minimum fedesthte or local taxes required to be withheld wétspect to such payments.

11. Transfers Except as provided in this Section 11, duringi@ree’s lifetime, only Optionee (or in the event@yftionee’s legal
incapacity or incompetency, his or her guardialegal representative) may exercise the Option,taadption shall not be assignable or
transferable by Optionee, other than by designatfdreneficiary, will or the laws of descent andtdbution. Optionee may transfer all or
of this Option, not for value, to any Family Mempprovided that Optionee provides prior writtenioeto the Company, of such transfer.
the purpose of this section, a “not for value” sfem is a transfer which is (i) a gift, (ii) a tfar under a domestic relations order in settlemen
of marital property rights, or (iii) a transferam entity in which more than fifty percent (50%)tlé voting interests are owned by Family
Members (or Optionee) in exchange for an interesuich entity. Subsequent transfers of transfgroetions of the Option are prohibited
except to Optionee’s Family Members in accordanitle this Section 11 or by will or the laws of destand distribution. In the event of
Optionee’s termination of service, this Agreemdraliscontinue to be applied with respect to Optmrfellowing which the Option shall be
exercisable by the transferee only to the extentt,far the periods specified herein.

12. Prohibition on RepricingThe Agreement may not be amended to (a) redecEthrcise Price of the Option granted
hereunder, nor (b) cancel or replace the Optioalraer with an Option having a lower exercise price

13. Miscellaneous Provisions

(a) Notices Any notice required by the terms of this Agreetshall be delivered or made electronically, over internet or
otherwise (with request for assurance of receipt inanner typical with respect to communicationthaf type), or given in writing. Any
notice given in writing shall be deemed effectiy®n personal delivery or upon deposit with the eahiBtates Postal Service, by registered or
certified mail, with postage and fees prepaid, simall be addressed to the Company at its prineipatutive office and to the Optionee at the
address that he or she has most recently provad#atCompany. Any notice given electronically §baldeemed effective on the date of
transmission.

(b) Headings The headings of sections and subsections anededlsolely for convenience of reference and stwlhffect the
meaning of the provisions of this Agreeme



(c) Counterparts This Agreement may be executed in two or morentayparts, each of which shall be deemed to beigmal
but all of which together will constitute one amg same instrument.

(d) Entire AgreementThis Agreement and the Plan constitute the eatireement between the parties hereto with regatttet
subject matter hereof. They supersede all othexemgents, representations or understandings (whethleor written and whether express or
implied) that relate to the subject matter hereof.

(e) Amendments The Board and the Committee shall have the pseavatter or amend the terms of the Option as gét feerein
from time to time, in any manner consistent with gmovisions of Sections 5.3 and 18.10 of the Riad,any alteration or amendment of the
terms of the Option by the Board or the Committesllsupon adoption, become and be binding onexttgns affected thereby without
requirement for consent or other action with resfieereto by any such person. The Committee sladl gotice to the Optionee of any such
alteration or amendment as promptly as practicafiéx the adoption thereof. The foregoing shallnestrict the ability of the Optionee and
the Board or the Committee by mutual written consermlter or amend the terms of the Option in ax@anner which is consistent with the
Plan.

(f Binding Effect. This Agreement shall be binding upon the heixecators, administrators and successors of theepdréreto
and may only be amended by written agreement gbainges hereto.

(g) Governing Law This Agreement shall be governed by, and condtimaccordance with, the laws of the State of exa
without regard to the choice of law provisions tudr

(h) No Service or Other RightsThis Option grant does not confer upon the Optioany right to provide Service to the Company
or any Subsidiary or other affiliate thereof, aeifiere with or limit in any way the right of theo@pany or any Subsidiary or other affiliate
thereof to terminate such Optionee’s Service attang.

15. Definitions. For purposes of this Agreement, the followingitaized words shall have the meanings set fortbvee

“ Voluntary Resignation ” shall occur when the Optionee voluntarily ceaSesvice (including, with respect to Service asraator of
the Company, because Optionee resigns from thedBoaany reason or no reason, elects not to dtanme-election to the Board or is not re-
elected to the Board by the shareholders of thegaom For the avoidance of doubt, a Voluntary Reaign shall not occur as a result of
termination of Service as a result of death or Bilgg (as provided hereunder).

EXECUTED as of the date first written above.

COMPANY: ORTHOFIX INTERNATIONAL N.V.

By:
Name
Title:

OPTIONEE:

By:
Name
Title:




Exhibit 10.13

Restricted Stock Grant Agreement under
the Orthofix International N.V.
2012 LongTerm Incentive Plan

This Restricted Stock Grant Agreement (th&gfeement ") is made this day of (thérant Date”) between Orthofix
International N.V., a Curacao company (thédmpany "), and the person signing this Agreement adjat®ttie caption “Award Recipient”
on the signature page hereof (théward Recipient ”). Capitalized terms used and not otherwise definerein shall have the meanings
attributed thereto in the Orthofix InternationaMN2012 Long-Term Incentive Plan (thélan ).

WHEREAS, pursuant to the Plan, the Company desirafford the Award Recipient the opportunity tqace Common Shares on the
terms and conditions set forth herein;

NOW, THEREFORE, in connection with the mutual cowets hereinafter set forth and for other good aldable consideration, the
parties hereto agree as follows:

1. Grant of Restricted Stock

(a) Number of Shares/Vestinghe Company hereby grants to the Award Recip@nthe Grant Date, an Award of share
of Stock (“Common Shares”) under the Plan subject to the vesting schedutktarms and conditions set forth below (tHeestricted Stock
"). Subject to earlier termination in accordancéwhe Plan or this Agreement and the terms anditions herein, Restricted Stock granted
under this Agreement shall vest with respectto % of the shares covered hereby on eatneof anniversaries of the [Grant Date /
Vesting Start Date] (each, av/esting Date ”); provided, however, for the avoidance of doubgt there shall be no proportionate or partial
vesting in the periods prior to or between eachtigate. [For purposes of this Agreement, “VegtBtart Date” shall mean B

(b) Additional DocumentsThe Award Recipient agrees to execute such additidocuments and complete and execute such
forms as the Company may require for purposesisfAgreement.

(c) Issuance of Restricted Stock; Dividend andribistion Rights. Upon the vesting of any Restricted Stock purstmtite terms
hereof, the restrictions of Sections 1(a) and 3 fyase with respect to such vested RestrictedkStohe issuance of the Restricted Stock
under this grant shall be evidenced in such a nraasthe Company, in its discretion, will deem appiate, including, without limitation,
book-entry registration or issuance of one or nsboek certificates. As the Award Recipient’s vestsdescribed above, the recordation of the
number of Common Shares attributable to such Awatcipient will be appropriately modified.

2. Incorporation of PlanThe Award Recipient acknowledges receipt of ttaePa copy of which is annexed hereto, and
represents that he or she is familiar with its ®eemd provisions and hereby accepts this graneefriRted Stock subject to all of the terms
and provisions of the Plan and all interpretati@mendments, rules and regulations which may, fiora to time, be promulgated and
adopted pursuant to the Plan. The Plan is incotpditaerein by reference. In the event of any condli inconsistency between the Plan and
this Agreement, the Plan shall govern and this &grent shall be interpreted to minimize or elimiretg such conflict or inconsistency.

3. Restrictions on Transfeifo the extent not yet vested, the RestrictediStoay not be sold, transferred, assigned, pledged o
otherwise encumbered or disposed of, whether byatipa of law or otherwise.

4. Notification of Election Under Section 83(b)tbe Code Under Section 83 of the Internal Revenue CodE986, as amended
(the “Code™), the difference between the purchase price figithe Restricted Stock (i.e., zero), and the ffis@rket value of shares on the
date any forfeiture restrictions lapse with respecuch shares, will be reportable as ordinargime at that time. applicable to it. An Award
Recipient may elect to be taxed at the time theeshare acquired, rather than when such shares tehe subject to such forfeiture
restrictions, by filing an election under Secti@{(t8 of the Code with thirty days after the Gramit® In such event, the Award Recipient will
have to make a tax payment based on the fair magha¢ of the shares on the Grant Date being tlesgerdinary income. The form for
making this election is attached as Exhibit A her&ailure to make this filing within the thirty@Bday period will result in the recognition of
ordinary income by the Award Recipient as the fitufe restrictions lapst




BY SIGNING THIS AGREEMENT, THE AWARD RECIPIENT ACKRWLEDGES THAT IT IS HIS OR HER SOLE
RESPONSIBILITY, AND NOT THE COMPANY'’S, TO FILE A TMELY ELECTION UNDER SECTION 83(b), EVEN IF THE AWABR
RECIPIENT REQUESTS THE COMPANY OR ITS REPRESENTABY TO MAKE THIS FILING ON HIS OR HER BEHALF. THE
AWARD RECIPIENT AGREES AND ACKNOWLEDGES THAT HE ORHE IS RELYING SOLELY ON HIS OR HER OWN
ADVISORS WITH RESPECT TO THE DECISION AS TO WHETHEBR NOT TO FILE ANY 83(b) ELECTION.

5. Termination of Service

(a) Termination of Service Other than for Causeath, Disability or Voluntary Terminatianf, prior to vesting, the Award
Recipient’s Service is terminated or the Optioretges in accordance with the Company'’s retirenpefities, the Restricted Stock shall be
considered vested as of the date of such termmafi&ervice with respect to the aggregate numb&ommon Shares as to which the
Restricted Stock would have been vested as of DeeeB1 of the year in which such termination ofV@gr occurs. The unvested portion of
the Restricted Stock shall be forfeited by the AdvBecipient and cancelled by the Company as od#ite of the Award Recipient’s
termination of Service, and the Award Recipientldtiae no further right or interest therein. In@ent shall this Section 5(a) apply if the
termination of Service is (i) for Cause, (ii) byasen of death or Disability or (iii) as a resultao¥/oluntary Termination.

(b) Termination of Service for Cause; Voluntarymieation. If, prior to vesting, (i) the Award Recipient'®&ice is terminated
by the Company or any of its Subsidiaries for Caos€ii) the Award Recipient terminates Servicel@ncircumstances constituting a
Voluntary Termination, the unvested portion of Bestricted Stock shall be forfeited by the AwardiRient and cancelled by the Company
as of the date of the Award Recipientermination of Service, and the Award Recipidatlishave no further right or interest therein @sl¢he
Committee in its sole discretion shall determirfeeotvise.

(c) Termination of Service for Death or Disabilitif the Award Recipient’s Service terminates bgsen of death or Disability,
the Restricted Stock shall automatically vest ihds of the date of the Award Recipient’s termioatof Service.

(d) Effect of Employment Agreements Generallshe Company and the Award Recipient agree thatitisstanding anything to
the contrary in any Employment Agreement, the teofren Employment Agreement expressly defining Wwheaind in what manner
(including upon termination of employment) the usteel portion of the Restricted Stock shall vestl stw control over the terms of this
Agreement, and shall be disregarded in their extirgth respect to the terms of this Award.

6 Change in ControlUpon the occurrence of a Change in Control, testifitted Stock shall automatically vest in full.

7. Withholding. The Award Recipient (or following the Award Reeipt's death, the Award Recipient’s estate, persona
representative, or beneficiary, as applicable)l sfeliable for any and all U.S. federal, statdomal taxes of any kind required by law to be
withheld with respect to the vesting of RestricBtdck, as well as for any and all applicable witlivgg tax requirements of any other cour
or jurisdiction. When the Restricted Stock vedis, Company shall cause the Award Recipient (oo¥alg the Award Recipient’s death, the
Award Recipient’s estate, personal representativbeneficiary, as applicable) to satisfy all af br her tax withholding obligations by
having the Company withhold a number of Common &hérat would otherwise become vested having aNFaiket Value (as of the close
business on the Vesting Date) not in excess ofrtinemum amount of tax withholding obligations read by law to be withheld with respect
to such vesting



8. No Employment or Other Right§his grant of Restricted Stock does not confaruiive Award Recipient any right to be
continued in the employment of, or otherwise prev&krvices to, the Company or any Subsidiary aradffiliate thereof, or interfere with or
limit in any way the right of the Company or anybSigliary or other affiliate thereof to terminatesuAward Recipiens employment or oth:
service relationship at any time. For purposesisf Agreement only, the term “employment” shalllie circumstances under which Award
Recipient provides consulting or other ServicethtoCompany or any of its Subsidiaries as an intéget contractor, but such Award
Recipient is not, nor shall be considered, an eyggpprovided, however, nothing in this Sectiorr &his Agreement shall create an
employment relationship between such person an@dmepany or its applicable Subsidiary, as the usdgscribed in this Section are for
convenience only.

9. Adjustment of and Changes in Common Shaheshe event of any merger, consolidation, retzdigation, reclassification,
stock dividend, extraordinary dividend, or otheertvor change in corporate structure affecting@bemmmon Shares, the Committee shall
make such adjustments, if any, as it deems aptteqrn the number and class of shares subjecetBéstricted Stock. The foregoing
adjustments shall be determined by the Committéts sole discretion.

10. Rights as a Shareholddgxcept as otherwise provided in this Agreemdm,Award Recipient shall have all rights of a
stockholder with respect to the Restricted Stoelnted under this Agreement, including voting rightetwithstanding the foregoing,
dividends with respect to any Restricted Stock ggaiminder this Agreement shall accrue, but shalbegaid, until the Award Recipient shall
become the holder of record thereof, and no adgstrshall be made for dividends or distributiongthrer rights in respect of any Restricted
Stock for which the record date is prior to theedapon which the Award Recipient shall become tiidér of record thereof.

11. Discretionary Nature of PlarThe Plan is discretionary in nature, and the Camgpmay suspend, modify, amend or terminate
the Plan in its sole discretion at any time, sutijethe terms of the Plan and any applicable &tions imposed by law. This Restricted Stock
grant under the Plan is a one-time benefit and doesreate any contractual or other right to nez@idditional Restricted Stock or other
benefits in lieu of Restricted Stock in the futureture grants, if any, will be at the sole disorebf the Committee, including, but not limited
to, the timing of any grant, the number of shafeRestricted Stock granted, and the vesting prowssi

12. Miscellaneous Provisions

(a) Applicable Law The validity, construction, interpretation anfeef of this instrument will be governed by and stoaed in
accordance with the laws of the State of Texadowit giving effect to the conflicts of laws prowiss thereof.

(b) Notice. Any notice required by the terms of this Agreetrsrall be delivered or made electronically, over Internet or
otherwise (with request for assurance of recipieat manner typical with respect to communicatiohthat type), or given in writing. Any
notice given in writing shall be deemed effectiy®n personal delivery or upon deposit with the EhiStates Postal Service, by registered or
certified mail, with postage and fees prepaid, stmall be addressed to the Company at its prineipatutive office and to the Award
Recipient at the address that he or she has nusithe provided to the Company. Any notice giveectlonically shall be deemed effective
the date of transmission.

(c) Headings The headings of sections and subsections angdedlsolely for convenience of reference and stwlhffect the
meaning of the provisions of this Agreement.

(d) CounterpartsThis Agreement may be executed in two or moraent@parts, each of which shall be deemed to beigmal
but all of which together will constitute one am same instrument.

(e) Amendments The Board and the Committee shall have the pseavatter or amend the terms of the grant of RastliStock
as set forth herein from time to time, in any marsnsistent with the provisions of Sections 5.8 48.10 of the Plan, and any alteration or
amendment of the terms of this grant of RestriG&mtk by the Board or the Committee shall, uporptidn, become and be binding on all
persons affected thereby without requirement faiseat or other action with respect thereto by amh person. The Committee shall give
notice to the Award Recipient of any such alteratto amendment as promptly as practicable afteadlogption thereof. The foregoing shall
not restrict the ability of the Award Recipient ahé Board or the Committee by mutual written com$e alter or amend the terms of this
grant of Restricted Stock in any manner which issistent with the Plat



() Binding Effect. This Agreement shall be binding upon the heixecators, administrators and successors of the dwar
Recipient and the Company.

(g) Entire AgreementThis Agreement and the Plan constitute the eatireement between the Award Recipient and the
Company regarding the grant of Restricted Stocksapersede all prior arrangements or understandiviysther oral or written and whether
express or implied) with respect thereto. In therdthe Award Recipient has an Employment Agreenaemyt conflicts or ambiguities shall
resolved first by reference to the Plan, then t® Agreement, and finally to the Employment Agreamé the event such conflict or
ambiguity cannot be resolved by reference to tlaa,Reference shall be made to this Agreementllijrzand only in the event such conflict
or ambiguity cannot be resolved by reference tdPla@ and this Agreement, reference shall be natieetEmployment Agreement.

13. Definitions. For purposes of this Agreement, the followingitadjized words shall have the meanings set fortbvee

“ Employment Agreement ” shall mean a written employment, change in cdrdr@hange of control agreement between the Award
Recipient and the Company and/or a Subsidiary. Bympént Agreement expressly does not include arer ¢étter, at-will employment
arrangements or an employment or similar agreeer@etred into outside the United States solely toppses of complying with local law
requirements with respect to employment. For pupad this Agreement only and subject to Sectiah@&term “Employment Agreement”
shall include a written agreement under which tinal Recipient provides consulting or other serviae an independent contractor to the
Company.

“ Voluntary Termination ” shall occur when the Award Recipient voluntarilases Service for any reason or no reason (e.gAwaed
Recipient elects to cease being an employee actdirer provide consulting services or the AwaraiRient resigns or quits). For the
avoidance of doubt, a Voluntary Termination shall @ccur as a result of termination of Service assalt of death, Disability (as provided
hereunder), or termination for “good reason” oriamwords (as permitted hereunder and pursuaahtBmployment Agreement) or as the
result of the Optionee’s retirement in accordanith the Company’s retirement policies.

(Remainder of page intentionally left blar



EXECUTED on the date first written above.
COMPANY: ORTHOFIX INTERNATIONAL N.V.

By:

Name:
Title:
AWARD RECIPIENT:

By:

Name:
Title:
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Non-Employee Director
Restricted Stock Grant Agreement under
the Orthofix International N.V.
2012 LongTerm Incentive Plan

This Restricted Stock Grant Agreement (th&gfeement ") is made this day of (thérant Date”) between Orthofix
International N.V., a Curacao company (thédmpany "), and the person signing this Agreement adjatetite caption “Award Recipient”
on the signature page hereof (théward Recipient ”), a non-employee member of the Board of Directifrthe Company (the Board ”).
Capitalized terms used and not otherwise defineeimshall have the meanings attributed theretbénOrthofix International N.V. 2012
Long-Term Incentive Plan (thePlan ).

WHEREAS, pursuant to the Plan, the Company desirafford the Award Recipient the opportunity teace Common Shares on the
terms and conditions set forth herein;

NOW, THEREFORE, in connection with the mutual cowets hereinafter set forth and for other good aldable consideration, the
parties hereto agree as follows:

1. Grant of Restricted Stock

(a) Number of Shares/Vestinghe Company hereby grants to the Award Recip@nthe Grant Date, an Award of share
of Stock (“Common Shares”) under the Plan subject to the vesting schedantetarms and conditions set forth below (tHeestricted Stock
"). Subject to earlier termination in accordancéwthe Plan or this Agreement and the terms anditions herein, Restricted Stock granted
under this Agreement shall vest with respectto % of the shares covered hereby on eattmedirst, second and third anniversaries o
[Grant Date / Vesting Start Date] (each, \desting Date ”); provided, however, for the avoidance of doubt, thate shall be no proportion:
or partial vesting in the periods prior to or betwesach Vesting Date. [For purposes of this Agregni¥esting Start Date” shall mean

]

(b) Additional DocumentsThe Award Recipient agrees to execute such additidocuments and complete and execute such
forms as the Company may require for purposesisfAgreement.

(c) Issuance of Restricted Stock; Dividend andribistion Rights. Upon the vesting of any Restricted Stock purstratiie terms
hereof, the restrictions of Sections 1(a) and 3 fdyase with respect to such vested RestrictediStbhe issuance of the Restricted Stock
under this grant shall be evidenced in such a nraamthe Company, in its discretion, will deem ayppiate, including, without limitation,
book-entry registration or issuance of one or nsboek certificates. As the Award Recipient’s vestsdescribed above, the recordation of the
number of Common Shares attributable to such AwRarcipient will be appropriately modified.

2. Incorporation of PlanThe Award Recipient acknowledges receipt of ttaaPa copy of which is annexed hereto, and
represents that he or she is familiar with its ®2amd provisions and hereby accepts this granesfriRted Stock subject to all of the terms
and provisions of the Plan and all interpretati@mendments, rules and regulations which may, fiora to time, be promulgated and
adopted pursuant to the Plan. The Plan is incotpdtaerein by reference. In the event of any condli inconsistency between the Plan and
this Agreement, the Plan shall govern and this &grent shall be interpreted to minimize or elimirextg such conflict or inconsistency.

3. Restrictions on Transfeifo the extent not yet vested, the RestrictediStogy not be sold, transferred, assigned, pledged o
otherwise encumbered or disposed of, whether byatipa of law or otherwise.

4. Notification of Election Under Section 83(b)tbE Code Under Section 83 of the Internal Revenue CodES86, as amended
(the “Code™), the difference between the purchase price fithe Restricted Stock (i.e., zero), and the ifia@rket value of shares on the
date any forfeiture restrictions lapse with respgecuch shares, will be reportable as ordinargnme at that time. applicable to it. An Award
Recipient may elect to be taxed at the time theeshare acquired, rather than when such shares t®hs subject to sut




forfeiture restrictions, by filing an election undgection 83(b) of the Code with thirty days afte Grant Date. In such event, the Award
Recipient will have to make a tax payment basetherfair market value of the shares on the Gramé¢ Daing treated as ordinary income.
form for making this election is attached as Extébhereto. Failure to make this filing within thi@rty (30) day period will result in the
recognition of ordinary income by the Award Recigiias the forfeiture restrictions lapse.

BY SIGNING THIS AGREEMENT, THE AWARD RECIPIENT ACKRWLEDGES THAT IT IS HIS OR HER SOLE
RESPONSIBILITY, AND NOT THE COMPANY'’S, TO FILE A TMELY ELECTION UNDER SECTION 83(b), EVEN IF THE AWAR
RECIPIENT REQUESTS THE COMPANY OR ITS REPRESENTABY TO MAKE THIS FILING ON HIS OR HER BEHALF. THE
AWARD RECIPIENT AGREES AND ACKNOWLEDGES THAT HE ORHE IS RELYING SOLELY ON HIS OR HER OWN
ADVISORS WITH RESPECT TO THE DECISION AS TO WHETHEBR NOT TO FILE ANY 83(b) ELECTION.

5. Termination of Service

(a) Termination of Service as a Result of Volupt&esignation If, prior to vesting, the Award Recipient’s Sexwiis terminated
as a result of a Voluntary Resignation, the RastiiStock shall be considered vested as of theadatiech termination of Service with resp
to the aggregate number of Common Shares as tdwhecRestricted Stock would have been vested Beoémber 31 of the year in which
such termination of Service occurs. The unvestetiquoof the Restricted Stock shall be forfeitedthg Award Recipient and cancelled by
Company as of the date of the Award Recipient'siteation of Service, and the Award Recipient shalle no further right or interest
therein. In no event shall this Section 5(a) apflize termination of Service is (i) for Cause by y reason of death or Disability.

(b) Termination of Service for Caus#, prior to vesting, the Award Recipient’s Sewiis terminated by the Company or any of
its Subsidiaries for Cause, the unvested portich@Restricted Stock shall be forfeited by the AdvRaecipient and cancelled by the
Company as of the date of the Award Recipient'sibeation of Service for Cause, and the Award Recipshall have no further right or
interest therein unless the Committee in its saderdtion shall determine otherwise.

(c) Termination of Service for Death or Disabilitif the Award Recipient’s Service terminates bgsen of death or Disability,
the Restricted Stock shall automatically vest ihds of the date of the Award Recipient’s termioatof Service.

6 Change in ControlUpon the occurrence of a Change in Control, testifitted Stock shall automatically vest in full.

7. Withholding. The Award Recipient (or following the Award Reeipt's death, the Award Recipient’s estate, persona
representative, or beneficiary, as applicable)l swliable for any and all U.S. federal, statdomal taxes of any kind required by law to be
withheld with respect to the vesting of RestricBtdck, as well as for any and all applicable witlivgg tax requirements of any other cour
or jurisdiction. When the Restricted Stock vedis, Company shall cause the Award Recipient (oo¥alg the Award Recipient’s death, the
Award Recipient’s estate, personal representativbeneficiary, as applicable) to satisfy all of br her tax withholding obligations by
having the Company withhold a number of Common &h#rat would otherwise become vested having aNfatiket Value (as of the close
business on the Vesting Date) not in excess ofrtindmum amount of tax withholding obligations read by law to be withheld with respect
to such vesting.

8. No Service or Other Right§ his grant of Restricted Stock does not confemuiive Award Recipient any right to provide
Services to the Company or any Subsidiary or affdiate thereof, or interfere with or limit in grway the right of the Company or any
Subsidiary or other affiliate thereof to terminateeh Award Recipient’s Service at any time.

9. Adjustment of and Changes in Common Shaheshe event of any merger, consolidation, retedigation, reclassification,
stock dividend, extraordinary dividend, or otheertvor change in corporate structure affecting@bemmmon Shares, the Committee shall
make such adjustments, if any, as it deems apptteqrn the number and class of shares subjecetBéstricted Stock. The foregoing
adjustments shall be determined by the Committés sole discretior



10. Rights as a Shareholddfxcept as otherwise provided in this Agreemdma,Award Recipient shall have all rights of a
stockholder with respect to the Restricted Stoektgd under this Agreement, including voting rightstwithstanding the foregoing,
dividends with respect to any Restricted Stock g@mnder this Agreement shall accrue, but shalbegaid, until the Award Recipient shall
become the holder of record thereof, and no adgstishall be made for dividends or distributiongthrer rights in respect of any Restricted
Stock for which the record date is prior to theedapon which the Award Recipient shall become thiddr of record thereof.

11. Discretionary Nature of PlarThe Plan is discretionary in nature, and the Caomgpmay suspend, modify, amend or terminate
the Plan in its sole discretion at any time, sutiecthe terms of the Plan and any applicable &trons imposed by law. This Restricted Stock
grant under the Plan is a one-time benefit and doesreate any contractual or other right to nee@idditional Restricted Stock or other
benefits in lieu of Restricted Stock in the futufeture grants, if any, will be at the sole disicrebf the Committee, including, but not limited
to, the timing of any grant, the number of sharfeRestricted Stock granted, and the vesting prowisi

12. Miscellaneous Provisions

(a) Applicable Law The validity, construction, interpretation andkef of this instrument will be governed by and sioned in
accordance with the laws of the State of Texadowit giving effect to the conflicts of laws prowiss thereof.

(b) Notice. Any notice required by the terms of this Agreetrsdrall be delivered or made electronically, over Internet or
otherwise (with request for assurance of recipie@at manner typical with respect to communicatiohthat type), or given in writing. Any
notice given in writing shall be deemed effectiy®n personal delivery or upon deposit with the eahiBtates Postal Service, by registered or
certified mail, with postage and fees prepaid, simall be addressed to the Company at its prineipatutive office and to the Award
Recipient at the address that he or she has nustthg provided to the Company. Any notice giveectionically shall be deemed effective
the date of transmission.

(c) Headings The headings of sections and subsections anededlsolely for convenience of reference and stwlhffect the
meaning of the provisions of this Agreement.

(d) CounterpartsThis Agreement may be executed in two or moretmparts, each of which shall be deemed to beigimal
but all of which together will constitute one am@ same instrument.

(e) AmendmentsThe Board and the Committee shall have the poavalter or amend the terms of the grant of RastliStock
as set forth herein from time to time, in any maroonsistent with the provisions of Sections 5.8 &8.10 of the Plan, and any alteration or
amendment of the terms of this grant of RestriGtxtk by the Board or the Committee shall, uporpéido, become and be binding on all
persons affected thereby without requirement foiseat or other action with respect thereto by ammy person. The Committee shall give
notice to the Award Recipient of any such alteratto amendment as promptly as practicable afteatloption thereof. The foregoing shall
not restrict the ability of the Award Recipient aheé Board or the Committee by mutual written conse alter or amend the terms of this
grant of Restricted Stock in any manner which issistent with the Plan.

() Binding Effect. This Agreement shall be binding upon the heixecators, administrators and successors of the dwar
Recipient and the Company.

(g) Entire AgreementThis Agreement and the Plan constitute the eatireement between the Award Recipient and the
Company regarding the grant of Restricted Stocksapersede all prior arrangements or understandiviysther oral or written and whether
express or implied) with respect thereto.

13. Definitions. For purposes of this Agreement, the followingitaized words shall have the meanings set forthviee



“ Voluntary Resignation ” shall occur when the Award Recipient voluntaiglgases Service (including, with respect to Seragca
director of the Company, because Optionee resigms the Board for any reason or no reason, elatttorstand for re-election to the Board
or is not re-elected to the Board by the sharelsldethe Company. For the avoidance of doubt, lusary Resignation shall not occur as a
result of termination of Service as a result oftdea Disability (as provided hereunder).

(Remainder of page intentionally left blar



EXECUTED on the date first written above.
COMPANY: ORTHOFIX INTERNATIONAL N.V.

By:

Name

Title:
AWARD RECIPIENT:

By:

Name
Title:



The following is a list of our significant subsidies:

Company

Country of Incorporation

Exhibit 21.1

AMEI Technologies, In
Blackstone Medical, Inc
Orthofix Inc.

Orthofix Holdings, Inc
Orthofix US LLC
Osteogenics Inc

Orthofix S.r.|

Orthosonics Limitec
Orthofix Limited

Orthofix (GB) Limited
Orthofix UK Limited
Colgate Medical Limite(
Victory Medical Limited
Swiftsure Medical Limitec
Inter Medical Supplies Limite
Orthofix AG

Blackstone Medical Gmbl
Orthofix GmbH

Orthofix International B.V
Orthofix Il B.V.

Orthofix do Brasil Ltda
Orthofix S.A.

Implantes Y Sistemas Medicos, i

United State:
United State!
United State!
United State!
United State!
United State:

Seychelles
Switzerland
Germany
Germany
Holland
Holland
Brazil
France
Puerto Ricc



Exhibit 23.1

Consent of Independent Registered Public Accountingirm
We consent to the incorporation by reference irféHewing Registration Statements:

(1)

(2)
(3)
(4)
()
(6)

(7)
(8)
(9)
(10)

(11)

Form S-8 No. 333-107537 pertaining to the Ofthimternational N.V. Staff Share Option Plan abdhofix Inc. Employee Stock
Purchase Pla

Form £-8 Nos. 33-5932 and 33-68700 pertaining to the Orthofix International NStaff Share Option Pla

Form £-8 Nos. 3-96172 and 3-50900 pertaining to the Orthofix International NStaff Share Option Ple

Form $-8 No. 33:-145661 pertaining to the Orthofix International NAfmended and Restated 2004 L-Term Incentive Plar
Form £-8 No. 33:-123353 pertaining to the Orthofix International N2004 Lon+Term Incentive Plar

Form S-8 No. 333-153389 pertaining to the Chithimternational N.V. Amended and Restated 2004d-derm Incentive Plan al
the Orthofix International N.V. Amended and Resda®&ock Purchase Pla

Form S-8 No. 333-155358 pertaining to the St@gkions Granted Pursuant to Inducement Grant Nalifggd Stock Option
Agreement between Orthofix International N.V. armbBrt S. Vaters

Form £-8 No. 33:-166510 pertaining to the Orthofix International NAfmended and Restated Stock Purchase |
Form £-8 No. 33:-172697 pertaining to the Orthofix International NAmended and Restated Stock Purchase

Form S-8 No. 333-181179 pertaining to the BtOptions Granted Pursuant to Inducement Grant Nalifged Stock Option
Agreement between Orthofix International N.V. aridénte Trelles; an

Form £-8 No. 33:-182952 pertaining to the Orthofix International N2012 Lon+Term Incentive Plar

of our reports dated March 1, 2013, with respethéoconsolidated financial statements and schediil®rthofix International N.V. and the
effectiveness of internal control over financigdoeting of Orthofix International N.V., included this Annual Report (Form 10-K) of
Orthofix International N.V. for the year ended Dexteer 31, 2012.

/sl Ernst & Young LLF

Dallas, Texa:
March 1, 201:



Exhibit 31.1

CERTIFICATION

I, Robert S. Vaters, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Orthofix International N.V.

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtg,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, amdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure 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
13z15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and procedoreaused such disclosure controls and procedaotas designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. designed such internal control over financigbrting, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. evaluated the effectiveness of the registrati§slosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d. disclosed in this report any change in the tegi$'s internal control over financial reportirftat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas material affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal 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 weals®es in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

b. any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Dated: March 1, 2013 By: /s/ Robert S. Vaters

Name: Robert S. Vater
Title:  President and Chief Executive Officer, Direc



Exhibit 31.2

CERTIFICATION

I, Emily V. Buxton, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Orthofix International N.V.

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtg,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, amdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure 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
13z15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and procedoreaused such disclosure controls and procedaotas designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. designed such internal control over financigbrting, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. evaluated the effectiveness of the registrati§slosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d. disclosed in this report any change in the tegi$'s internal control over financial reportirftat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas material affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal 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 weals®es in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

b. any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Dated: March 1, 2013 By: /s/ Emily V. Buxton

Name Emily V. Buxton
Title: Interim Chief Financial Officer and Chief Financ@fficer,
Orthopedic Global Business Ui



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Orthofixémational N.V. (“Orthofix”) on Form 16 for the period ended December 31, 2
(the “Report”), as filed with the Securities andcBange Commission on the date hereof, |, Robarafers, Chief Executive Officer and
President of Orthofix, certify, pursuant to 18 WLSSection 1350, as adopted pursuant to Sectior®f® Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of
Orthofix.

Dated: March 1, 2013 /s/ Robert S. Vaters
Name Robert S. Vater
Title: President and Chief Executive Officer, Direc




Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Orthofixémational N.V. (“Orthofix”) on Form 10-K for thgeriod ended December 31, 2012 (the
“Report”), as filed with the Securities and Exchar@@ommission on the date hereof, I, Emily V. Buxtionerim Chief Financial Officer and
Chief Financial Officer, Orthopedic Global Businéssit, certify, pursuant to 18 U.S.C. Section 13&8adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2.  The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of
Orthofix.

Dated: March 1, 2013 /s! Emily V. Buxton

Name Emily V. Buxton
Title: Interim Chief Financial Officer and Chief Financ@fficer,
Orthopedic Global Business Ul




