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Explanatory Note

Orthofix International N.V. (together with its resgive consolidated subsidiaries and affiliates, tbompany,’sometimes referred to
“we,” “us,” or “our”) is filing this Annual Reporbn Form 10-K for the fiscal year ended December2B13 (this “Report” or this “Form 10-
K™) with the Securities and Exchange Commissiom (tBEC”) following the filing (i) on March 24, 201df an amendment to its Annual
Report on Form 10-K for the year ended DecembeRB12, an amendment to its Quarterly Report on FBrQ for the quarterly period
ended March 31, 2013 (collectively, the “Amendm®n@nd its Quarterly Report on Form 10-Q for theager period ended June 30, 2013
and (ii) on March 25, 2014 of its Quarterly RepamtForm 10-Q for the quarterly period ended Septarb, 2013. We experienced delays in
filing this Form 10-K with the SEC because of thdépendent review by the Audit Committee (the “A@dmmittee”) of the Company’s
Board of Directors into certain accounting mat{ghe “Independent Review”), which review led to testatement of our previously issued
consolidated financial statements for the fiscalrgeended December 31, 2012, 2011 and 2010 atlefanterim quarterly period ended
March 31, 2013, as well as the correction of simelaiors in prior periods. For additional infornmatiregarding this restatement and related
matters, you should refer to the Amendments filedviarch 24, 2014. We also filed with the SEC on ¢fat8, 2014 a Form 1285 reporting
our inability to file this Report on the due dategcribed by SEC rules because of the IndependmneR and the restatement. Pursuant to
Rule 12b-25, we have filed this Report prior to fifteenth calendar day following the prescribdth§ date of March 17, 2014.

This Form 10-K reflects the effects of the restaahof the Company’s previously issued consolidéiteghcial statements for the fiscal
years ended December 31, 2012 and 2011 in Péterit, 7,"Management’s Discussion and Analysis of Finan€iahdition and Results of
Operations,” and Part Il, Item 8, “Financial Stagts and Supplementary Data,” in both textual abdlar form. In addition, the Company is
including restated consolidated financial inforroatfor the fiscal years ended December 31, 201®808 in Part II, Item 6, “Selected
Financial Date” We do not plan to amend any previously filed repartconnection with the restatement other thasleasribed abov«
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Forward-Looking Statements

This Form 10-K contains forward-looking statemenithin the meaning of Section 21E of the Securikgshange Act of 1934, as
amended, and Section 27A of the Securities Ac981 as amended, relating to our business anddiaasutlook, which are based on our
current beliefs, assumptions, expectations, estispddrecasts 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 tenology. These forward-looking statements are natrgntees of our future performance
and involve risks, uncertainties, estimates andrapsions that are difficult to predict. Therefooer actual outcomes and results may differ
materially from those expressed in these forwaokilog statements. You should not place undue rediamm any of these forward-looking
statements. Further, any forward-looking staterspetks only as of the date hereof, unless it isifipaly otherwise stated to be made as a
different date. We undertake no obligation to farthpdate any such statement, or the risk factssribed in Item 1A under the heading F
Factors, to reflect new information, the occurreat@uture 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 Audit Comiai¢ review and financial restatement
described herein and related legal proceedingtuflimg potential action by the Division of Enforcent of the SEC and pending securities
class action litigation), the Company’s review tbégations of improper payments involving the Comga Brazil-based subsidiary (which
review is described in Part |, Iltem 3, “Legal Predimgs”), the Company’s non-compliance with certdasdaq Stock Market LLC listing
rules, and related pending hearings proceedingsrinection therewith, the expected sales of oulysts, including recently launched
products, unanticipated expenditures, changingioalships with customers, suppliers, strategicrag and lenders, changes to and the
interpretation of governmental regulations, thehetton of pending litigation matters (includingrandemnification obligations with respect
to certain product liability claims against, ané tiovernment investigation of, our former sportslitiae global business unit) (as further
described in Part |, Item 3, “Legal Proceedingsi)l ather reports that we will file in the futurelyr ongoing compliance obligations under a
corporate integrity agreement with the Office adpector General of the Department of Health and &tuBervices (and related terms of
probation) and a deferred prosecution agreemehttivit U.S. Department of Justice, risks relatinthtoprotection of intellectual property,
changes to the reimbursement policies of thirdigarthe impact of competitive products, changdbéacompetitive environment, the
acceptance of new products in the market, conditafrthe orthopedic industry, credit markets arelebonomy, corporate development and
market development activities, including acquisiier divestitures, unexpected costs or operatiitgperformance related to recent
acquisitions, and other risks described in Pdtem 1A,“Risk Factor” as well as in other reports that we file in theufat
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PART |

Item 1. Business

In this Form 10-K, the terms “we,” “us,” “our,” “Orthofix,” “the Company” and “our Company” refer tohte combined operations of
all of Orthofix International N.V. and its respeaiconsolidated subsidiaries and affiliates, unkbgscontext requires otherwise.

Company Overview

We are a diversified, global medical device compfamyised on developing and delivering innovatiyeaieand 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 mobiletiffesWe design, develop, manufacture, market asitilute medical devices used
principally by musculoskeletal medical specialfstsspine and orthopedic applications. Our mairdpmis are spinal implant products human
cellular and tissue based products (“HCT/P producised in surgical procedures, non-invasive regane stimulation products used to
enhance bone growth and the success rate of $pgiahs and to treat non-union fractures, and esteand internal fixation devices used in
fracture repair, limb lengthening and bone recartsion. Our products also include bone cement avitds for removal of bone cement u
to fix artificial implants.

We have administrative and training facilities ve tUnited States (“U.S.”), Brazil, the United Kirayd, France, Germany, Puerto Rico
and Italy and manufacturing facilities in the UaBd Italy. We directly distribute our products liretU.S., the United Kingdom, Italy,
Germany, France, Belgium, Brazil, Australia, an@fa Rico. In several other markets we distributeproducts through independent
distributors.

Orthofix International N.V. is a limited liabilitgompany operating under the laws of Curacao. Thaganmy was formed on October !
1987 under the laws of the Netherlands Antilleghwhe principal executive office in the Netherlarkhtilles 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, Curagao. Our filings with the Secwsiga@d Exchange Commission (the “SEC”), includingAanual Report on Form 10-K,
Quarterly Reports on Form 10-Q, Current ReportEam 8-K, and Annual Proxy Statement on Scheduke ddd amendments to those
reports, are available free of charge on our welasitsoon as reasonably practicable after thefjledtenith, or furnished to, the SEC.
Information on our website or connected to our vtelis not incorporated by reference into this FAaK. Our Internet website is located at
http://www.orthofix.com. Our SEC filings are alseadlable on the SEC Internet website at http://wsetg.gov.

Business Segments

Our segment information is prepared on the samis bzt management reviews the financial informrafar operational decision
making purposes. We manage our business by ousfmiegic business units (“SBUs”), which are casgat of BioStim, Biologics,
Extremity Fixation, Spine Fixation, and supportgddorporate activities. These SBUs represent thmeats for which our Chief Operating
Decision Maker (the “CODM”) reviews financial infoation and makes resource allocation decisions grhasiness units. Accordingly, our
segment information has been prepared based diowuBBUs reporting segments. These four segmeatdiscussed below.

BioStim

The BioStim SBU manufactures, distributes, and jgles support services for a portfolio of marketlieg devices for enhancing bone
fusion that utilize Orthofix’s patented pulsed ¢étfemagnetic (PEMF) technology. These Food and Zdigninistration-approved Class 3
medical devices are indicated as an adjunctivénreat to enhance fusion success in cervical anthdurspine fusion as well as a therapeutic
treatment for non-healing
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fractures outside of the spine (non-unions). ThMPEechnology is supported by a strong clinicalkeaound on mechanism of action in the
scientific literature and current research andicdihstudies are underway to identify potential reiwical indications.

Biologics

The Biologics SBU provides a portfolio of regenamtroducts that allow physicians to successfuttat a variety of spinal and
orthopedic conditions. This SBU specializes interketing of the Company’s regeneration tissue ofiologics distributes its tissues
through a network of distributors, sales, represtivds and affiliates to market to hospitals, dogtand other healthcare providers, primarily
in the U.S. Our partnership with MTF allows us xelasively market our Trinity Evolutioff and Trinity Elite® tissue forms for
musculoskeletal defects to enhance bone fusion.

Extremity Fixatior

The Extremity Fixation SBU offers products thaballphysicians to successfully treat a variety dfiopedic conditions unrelated to the
spine. This SBU specializes in the design, devetagnmand marketing of the Compasyrthopedic products used in fracture repair, reity
correction and bone reconstruction. Extremity Ro@tistributes its products through a network isfributors, sales representatives, and
affiliates. This SBU uses both distributors andkdirsales representatives to sell orthopedics pteda hospitals, doctors, and other health
providers, globally.

Spine Fixation

The Spine Fixation SBU specializes in the desigwetbpment and marketing of a portfolio of implanbducts used in surgical
procedures of the spine. Spine Fixation distribiteeproducts through a network of distributors affiliates. This SBU uses distributors and
direct sales representatives to sell spine prodadisspitals, doctors and other healthcare prosjdgobally.

Business Strategy

Our business strategy is to develop and deliveaackd repair and regenerative solutions to theesginl orthopedic markets in order to
facilitate bone fusion and healing as well as airb®ne and spine deformities. Our strategy fongincand profitability includes the followir
initiatives by SBU:

BioStim: Provide regenerative stimulation devices that astghed to enhance the growth of bone tissue alhdweicessfully increase the
success of bone fusion. Our key initiatives are:
» Expand the breadth and depth of acc-level customer bas

» Leverage our market leadership position in spagenerative stimulation to increase market sindang-bone regenerative
stimulation market; an

» Investin clinical, evidence-based and costai¥e research in addition to basic science ainétal research to support broader
indications for our stimulation produc

Biologics: Provide a portfolio of regenerative tissues thawjite physicians with additional surgical optiohattaugment their surgical
procedures and results. Our key initiatives are:

« Continually add to the current distributiontaygeting field of use distribution and other besis units’ customers, relationships,
and hospital acces

» Penetrate new and -tapped Orthopedics fields of use such as: Trauaiat Revisions and Craniomaxillofacial; a

» Continue to convert existing Trinity Evolution bnsss to our newest state of the art product, JriBitITE ™ .

4
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Extremity Fixation: Provide external and internal temporary to defisitiixation devices used in fracture repair, defityroorrection and
bone reconstruction. Our key initiatives are:

* Increase coverage in the U.S. and existing intemak markets and expand into additional high piié¢countries;

* Implement a worldwide sales productivity procesa thill drive an increase in market penetratioe&th country; an

» Develop and acquire premium products for terapofixation, deformity correction and pediatricather than generic fixation
products.

Spine Fixation: Provide a portfolio of surgical products that allptwsicians to successfully treat a variety of apgonditions. Our key
initiatives are:

» Rationalize our cost structure to increase the mamntribution of this busines

« Achieve higher average selling prices througdealint sharing with our sales force, contractirgegtise and new product
introductions; ant

* Increase new product introductions through pobécquisitions and an improved and more protiéiev product development
process

Other Financial and Business Initiatives:
« Continue to identify, recruit and hire highly taled and experienced commercial and corporate Isg
» Expand our geographic sales coverage to high pricountries and U.S. territories where we curgehéve little or no presenc

» Drive sales in the U.S. by expanding our IDN, grpupchasing organizations and regional hospitaksysommercial contractir
team and expertis

* Investin a reimbursement strategy and teancdetl to addressing the requirements of thirdygaeiors. This team will be
supported with eviden-based clinical research and cost effectivenessestedordinated by our research te

» Continue to enhance physician relationships thraghnsive product education and training progrand

» Achieve more effective and efficient business psses and controls throughout the organiza

Corporate

Corporate activities are comprised of the operatixggenses of Orthofix International N.V. and itéditmg company subsidiaries, along
with activities not necessarily identifiable withime four SBUs.
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External Net Sales By SBU:

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

(U.S. Dollars in thousands’

BioStim

Biologics
Extremity Fixation
Spine Fixatior
Total Net Sale:

External Net Sales by SBL
Year ended December 31,

2013 2012 2011
Percent o Percent o Percent o
Total Net Total Net Total Net
Net Sales Sales Net Sales Sales Net Sales Sales

(Restated) (Restated (Restated) (Restated
$147,91( 37% $181,95¢ 41% $188,13¢ 43%
53,76¢ 13% 53,73( 12% 42,91¢ 10%
103,38! 26% 112,00¢ 25% 119,52: 27%
95,47( 24% 99,88: 22% 91,39t 20%
$400,53¢ 10C% $447,58: 10(% $441,97. 10C%

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 Item 8 under the heatiigancial Statements and

Supplementary Data.”

Products

Our revenues are generally derived from the sdlpsodlucts and marketing service fees in four SERIgStim, Biologics, Extremity
Fixation (which is comprised of bone repair produstrelated to the spine), and Spine Fixation (Wwhsccomprised of our Spine Repair
Implants), and which accounted for 37%, 13%, 268¢, 24%, respectively, of our total net sales in20arketing service fee sales is
comprised of fees earned for the marketing of &fsums including Trinity Evolutiof®, Trinity Elite and Versashield.

The following table identifies our principal prodady trade name and describes their primary agjabics:

Product
BioStim Solutions

Cervical-Stim®

Spina-Stim®
Physio-Stim®

Biologic Solutions

Alloquent® Allografts
Trinity Elite ®
Trinity Evolution®

Versashield®

Primary Application

Pulsed electromagnetic field (“PEMF") namvasive cervical spine regenerative stimulatodus:
enhance bone grow

PEMF nor-invasive lumbar spine regenerative stimulator usezhhance bone grow

PEMF long bone non-invasive regenerative stimulasad to enhance bone growth in non-union
factures

Interbody devices made of cortical bone that asgied to restore the space that has been lost
between two or more vertebrae due to a degenedie

A fully moldable allograft with viable cells usedirihg surgery that is designed to enhance the
success of a spinal fusion or bone fusion proce

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

VersaShield™ is a thin hydrophilic amniotic memleatesigned to serve as a wound or tissue
covering for a variety of surgical demar

6
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Product

Primary Application

Collage ™ Synthetic Osteoconductive A bone void filler

Scaffold

Extremity Fixation Solutions

Fixation

Eight-Plate Guided Growth Syste®

Limb Reconstruction System (“LRS”")
and LRS ADVance

TrueLok ™

TL-HEX™ TrueLok™ Hexapod
System(TI-HEX)

Galaxy Fixation ™ System

PREFIX ™ and PREFIX ™

VeroNail® Trochanteric Nailing
System

Centronail® Titanium Nailing Systen
Cemex®
OSCAR™

Centronail® Ankle Compression
Nailing System (ACN

Contours® Lapidus Plating System
(LPS)

ContoursProximal Humerus Pl&te
(PHP)

ContoursVolar Plating System™ (VF
1]
Spine Fixation Solutions

3 Degree ™ /Reliarf Anterior
Cervical Plating Systen

Hallmark® Anterior Cervical Plate
System

Ascent® LE Posterior Occipital
Cervicc-Thoracic “POCT’) System

Tempus Cervical Plal

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

Treatment for bowed legs or knock knees of chilc

External fixation for lengthenings and correctiafigleformity

Ring fixation system for limb lengthening and defityy correction

Hexapod external fixation system for trauma anaieity correction with associated software

External fixation system for temporary and defirgtiracture fixation, including anatomical
specific clamps
External fixation range for temporary fixation o&étures in traum

Trochanteric titanium nailing system for hip fraesi

Complete range of intramedullary nails including thumeral Nai
Bone cemen

Ultrasonic bone cement remo\

A differentiated solution for hindfoot fusions

A plate design contoured specifically for a tarstategsal (TMT) fusion
An innovative plating solution for fraction fixaticof the proximal humerus.

The 3rd generation of plates to treat distal raffiastures.

Plating systems implanted during anterior cervapahe fusion procedures
A cervical plating system implanted during antedervical spine fusion procedures

A system of pedicle screws and rods implanted duaiposterior spinal fusion procedure
involving the stabilization of several degeneratedeformed cervical vertebr:

A cervical plating system implanted during antedervical spine fusion procedur

7



Table of Contents

Product

NewBridge® Laminoplasty Fixation
System

Construx® Mini PEEK Spacer System

CONSTRUX® Mini PTC(TM) PEEK
Titanium Composite Spacer Systen

Construx® PEEK VBR System
NGage® Surgical Mesh System

PILLAR ®PL & TL PEEK VBR
System

FORZA™ Spacer Syste

PILLAR ® AL PEEK Partial VBR
System

PILLAR ® SA PEEK Spacer Syste

Firebird® Spinal Fixation System
Firebird® Deformity Correction Syste
Phoenix ™ Minimally Invasive Spinal

Fixation Systen

SFS ™ Spinal Fixation System

ICON ™ Spinal Fixation System

Samba Screw

ProView ™ Minimal Access Portal
(“MAP") System

Unity ® Lumbosacral Fixation Syste

Primary Application

A device implanted during a posterior surgical gahare designed to expand the cervical verte
and relieve pressure on the spinal ci

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

A cervical interbody with porous titanium end pkatbhat may promote bone ingrowth and a Pl
core to maintain imaging characteristi

A modular device implanted during the replacemémtegenerated or deformed spinal vertebrae
to provide additional anterior supps

A modular metallic interbody implant placed betwéen vertebrae designed to restore disc space
and increase stability that has been lost due demzration or deformit

Interbody devices for Posterior Lumbar InterbodgiBn (“PLIF”) and Transforaminal Lumbar
Interbody Fusion“TLIF") procedure:

PLIF and TLIF procedure

An intervertebral body fusion device for Anterionbar Interbody Fusion (“ALIF") procedures

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

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

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

A multi-axial extended reduction screw body usethulie Firebird Spinal Fixation System
designed to be implanted during a posterior thc-lumbar spine fusion procedu

A system of screws, hooks, rods, spacers, stapbeshers, dominos, lateral offsets, cross-
connectors which provides simple, reliable and cahensive stabilization solution for spinal
nor-cervical fixation

Multi axial pedicle screws, mono axial pedicle sesereduction screws, set screws, multi-axial
bodies, offset bodies, cross connectors and radsatlow the surgeon to build a spinal implant
construct. The ICON ™ Module Spinal Fixation Systisrmtended for posterior, non-cervical
pedicle fixation

A minimally invasive screw system that is intendedfixation of sacroiliac joint disruptions in
skeletally mature patien

An instrument system for minimally invasive postedumbar spinal fusion, including tubular and
expandable retractors, a percutaneous screw debystem and the ONYX ™ System for Disc
removal and interbody space prepara

A plating system implanted during anterior lumbgins fusion procedure

8
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We have proprietary rights in all of the above pretd with the exception of Cem@&x Eight-Plate Guided Growth Systéhand
Contour VPS® . We have the exclusive distribution rights for @emex® in Italy and for the Eight-Plate Guided Growth ®ysf® and
Contour VPS® worldwide.

We have numerous trademarked products and seimidesling but not limited to the following: Orthafi®, Blackstone® , Spinal-Stim
®  Cervical-Stim®, Origen ™ DBM, 3 Degree ™, Reliant ™, Hallm&rk Firebird ™, Ascen®, Construx®, Unity ®, NGage®, Newbridge
® | Trinity Elite®, Trinity Evolution®, PILLAR ™, Alloquent®, ProView ™, ProCallu®, XCaliber ™, VeroNaiPf , Centronail? , PREFIX
™ Gotfried PC.C.P®, Physio-Stin®, TrueLok ™, Galaxy Fixation™ System and TL-HEX™,

BioStim
Spinal Regenerative Solutions

Regenerative stimulators used in spinal applicatame designed to enhance bone growth and thessuate of certain spinal fusions
stimulating the body’s own natural healing mechamngost-surgically. These non-invasive portable deviare intended to be used as part of &
home treatment program prescribed by a physician.

We offer two spinal regenerative stimulation desicgpinal-Stin® and Cervical-Stin® , through our subsidiary, Orthofix Inc. Our
stimulation products use a PEMF technology desigoethhance the growth of bone tissue followingyety and are placed externally over
the site to be healed. Research data shows th&EMF signal induces mineralization and results process that stimulates new
regenerative at the spinal fusion site. We havesp®@d independent research at the Cleveland Chieiev York University and University of
Medicine and Dentistry of New Jersey, where scésitonducted animal and cellular studies to ifletlie mechanisms of action of our
PEMF signals on bone and efficacy of healing. Ftbiw effort, a total of six studies have been mh#d in peer-reviewed journals. Among
other insights, the studies illustrate positiveeef§ of PEMF on callus formation and bone streagttvell as proliferation and differentiation
of cells involved in regenerative and healing. Rerinore, we believe that the research work witlv€lnd Clinic allowing for
characterization and visualization of the Orthd¥xkMF waveform is paving the way for signal optintiaa for a variety of new applications
and indications. This collection of pre-clinicaltdalong with additional clinical data could repmesnew indicator opportunities for our
regenerative 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 shovaigiaificantly increas
the probability of fusion success. Spinal-Sfiis a noninvasive spinal fusion stimulator system commelgiabailable in the U.S. since 19
and approved in Europe. Spinal-Sfitis designed for the treatment of the lower thoracid lumbar regions of the spine. The device uses
proprietary technology and a wavelength to genaa®&MF signal. The U.S. Food and Drug Administra{ithe “FDA”) has approved
Spinal-Stim® as a spinal fusion adjunct to increase the proitaloil fusion success and as a non-operative treattfior salvage of failed
spinal fusion at least nine months post-operatively

Our Cervical-Stin® stimulator product remains the only FDA-approveddgrowth stimulator on the market indicated fa as an
adjunct to cervical (upper) spine fusion surgerpatients at high-risk for non-fusion. The FDA apyped this device in 2004, and it has been
commercially available in the U.S. since 2005.

Orthopedic Regenerative Solutions

Our Physio-Stin® regenerative stimulator products use PEMF techyo$imilar to that described previously in the dission of our
spine stimulators. The primary difference is ttat Physio-Stin® physical configuration is designed for use on lboges.

9
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A bone’s regenerative power results in most fragurealing naturally within a few months. In certsituations, however, fractures do
not heal or heal slowly, resulting in “non-uniongraditionally, orthopedists have treated suchtfraecconditions surgically, often by means
of a bone graft with fracture fixation devices, Is@s bone plates, screws or intramedullary rodes@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.

Biologics

The regenerative solutions offered as part of @iogics’ portfolio include solutions for a varietf musculoskeletal defects used in
spinal and extremity orthopedic procedures.

Regenerative Solutiot

Our premier biologics tissues include Trinity ELITE and Trinity Evolutior® , which are allografts that contain viable celld ane
used during surgery in the treatment of muscul@siktiefects for bone reconstruction and repaies€hallografts are intended to offer a
viable alternative to an autograft procedure; hstimg autograft adds risk of an additional surgmalcedure and related patient discomfort in
conjunction with a repair surgery.

To offer structural support and facilitate bonevgitoin spine fusion procedures we offer a full lwfeAlloquent allograft structural
spacers derived from human cadaveric bone. Thegespare used to restore the height lost betwert@bral bodies when discs are removed
in fusion procedures and to facilitate spine fusion

We market Collage ™, as an osteoconductive scaffotia bone graft substitute product. The produatéombination synthetic bone
graft substitute comprised of beta tri-calcium ptege and type 1 bovine collagen.

We market VeraShield™, a thin hydrophilic amniatiembrane designed to serve as a wound or tiss@gisgyvor a variety of surgical
demands. Amniotic tissue forms derived from dondu@han placenta are used in a wide variety of agfitins and are valued for their
healing properties, scar reduction and anti-adesh@aracteristics. VersaShield is derived fromhthman placental layers amnion and
chorion; these thin elastic membranes allow treuégo conform to the surface of the surgical site.

We receive a marketing fee through our collaboratiith Musculoskeletal Transplant Foundation (“MYESr Trinity Evolution,
Trinity ELITE, and VersaShield. Under our Agreenswith MTF, MTF processes the tissues, maintaiasritory, and invoices hospitals &
surgery centers and other points of care for serfées, which are submitted by customers via peecbaders. We have exclusive worldwide
rights to market our Trinity Evolution and TriniBLITE technologies, and market our VersaShield uaderivate label brand via a non-
exclusive marketing agreement for the tissue form.

To date, our Biologics are offered only in the Unfrket due in part to restrictions in providingsUhuman donor tissue in other
countries.

Extremity Fixation

The medical devices offered in our Extremity FimatSBU include both internal and external fixatsmiutions for extremity repair and
deformity correction.
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Extremity Repair Solutior

Our fracture repair products consist of fixatiovides designed to stabilize a broken bone untéit heal. Our fracture repair products
come in two main types: external devices and irtiedevices. With these devices, we can treat simptecomplex 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
external fixation allows micromovement at the fraetsite, which is beneficial to the formation efanbone. External fixation may also be
used as temporary devices in complex trauma cassahtilize the fracture prior to treating it déiively. We believe that external fixation is
among the most minimally invasive surgical optiéersfracture management. Also, we believe extefixation is the ideal treatment option
for highly complex fractures, patients who havefuaes close to the joints, or patients with knawsk factors or co-morbidities.

External devices are designed in large part toseel fior the same types of conditions that candaged 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

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, improvertson size, flexibility and ease of use
were implemented for the release of the LRS ADVdnce

Our newest external fixation product, Galaxy Figaf, which was released in 2012, incorporateseastlined combination of clamps
with both pin-to-bar and bar-to-bar coupling cafiibs that provide a complete range of applicatiand reduces inventory. It also includes
specific units for the elbow and shoulder. While tigidity and stability allows for use in definié fixation, the design also addresses the
for rapid stabilization needed for temporary figatin large trauma centers.

The TrueLok ™ Ring Fixation System is a surgeongitesd, lightweight external fixation system for briengthening and deformity
correction. In essence, a ring fixation construetsists of circular rings and semi-circular extéswgpports centered on the patient’s limb and
secured to the bone by crossed, tensioned wirebahgins. The rings are connected externallyrtivigle stable bone fixation. The main
external connecting elements are threaded rod=aridistractors, or hinges and angular distrasttiish 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, @me segment transportation as required by the sargé&reated 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 internatibmearkets, TL-HEX™ TrueLok Hexapod System, wasaetdl in 2012. TL-HEX™
is a hexapod-based system designed at Texas &deitesHospital for Children as a three-dimensidiaie segment reposition module to
augment the previously developed TrueLok framesigence, the system consists of circular and seauitar external supports secured to
bones by wires and half pins and interconnectesbbgtruts. This allows multi-planar adjustmentiué external supports. The rings’ position
is adjusted either rapidly or gradually in predis@ements to perform bone segment repositioning in
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three-dimensional space. All components of the XM are compatible with the TrueLok™ Ring FixatiSystem; therefore external
supports from both systems can be connected toatheh when building fixation blocks. All the basiemponents from the TrueLok™ Ring
Fixation System (wire and half pin fixation bolggsts, threaded rods, plates as well as other &bsenmponents and instrumentation)
should be utilized with the TL-HEX™. As with anyhetr hexapod-type external fixator, for succesgbpliaation of the TL-HEX™ an
associated software is also availabienfw.tlhex.com).

Another one of our external fixation devices is X¥@aliber ™ fixator, which is made from a lightwhigadiolucent material and
provided in three configurations to cover long b@maetures, fractures near joints and ankle frastuThe 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 rangeaofures. 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 ingtogrietary 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 imt#:

e The Centronai? nailing system is designed to stabilize fracturethe femur, tibia, supracondylar and recentlylthmerus. We
believe that it has all the attributes of the Ofithblailing System, but has additional advantagesluding that it is made of
titanium, offers improved mechanical distal tamggtand instrumentation and has a design which regsignificantly reduced
inventory.

e The Centronai® Ankle Compression Nail from Orthofix is an arthre@enailing system designed to improve upon thieilitig
simplicity, and flexibility of current hindfoot niai This product was released in the US markeDitz

e The VeroNaiP marks Orthofix’s entry into the intramedullary mpiling market. Designed for use in hip fractuieprovides a
minimally-invasive screw and nail design intended to reducgical trauma and allow patients to begin wallaggin shortly afte
the operation. It uses a dual screw configuratiat tve believe provides more stability than presisingle screw desigr

e The Contours LP8(Lapidus Plating System) in the US. This systeitisnded for the correction of moderate to severeffot
hallus valgus (HV), accompanying bunions and asgediinstability. The Lapidus Plating System cassi$ plates, screws and
instrumentation. The anatomical plates are lowifEotitanium, (left and right) designed speciflgabr 1st metatarsocuneiform
joint arthrodesis allowing compression across tht jachieved through a de-shaped hole and compression screws. Lapidus
System screws are titanium, low-profile and sgfpiag, and include locking, non-locking, and bonenpression screws in a
variety of lengths. Instrumentation includes a dloked drill guide, drill bits, depth gauge, screeestke, ratcheting AO wrench, and
plate bendel
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In addition to the treatment of bone fractures.alg® design, manufacture and distribute devicended to treat congenital bone
conditions, such as angular deformities (e.g., liblegs in children), or degenerative diseases,aisas conditions resulting from a previous
trauma. An example of a product offered in thissarelude the Eight-Plate Guided Growth Sysfem

Spine Fixation

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 agesbhelieve physicians will see an increasing nunalb@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 our spine products are positioned toesddthe needs of spine patients both operativelypast-operatively. Our products
currently address the cervical fusion segment dsaséhe lumbar fusion segment which is the largeb-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 metaktes, rods and screws, interbody spacers, or
vertebral body replacement devices, and HCT/P,akas interbody spacers to promote bone growth.

Spinal Repair Solutions

The human spine is made up of 33 interlocking \eee that protect the spinal cord and provide airatsupport for the body. The top
seven vertebrae make up the cervical spine, wreelnstthe weight of the skull and provides the hsgh@nge of motion. The next 17 mobile
vertebrae encompass the thoracic and lumbar, cacblumbar, sections of the spine. The thoracieesfil2 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, extensionl aotation thus handling the majority of the bergdinovement
Additionally, five fused vertebrae make up the sat(part of the pelvis) and four vertebrae makehepfinal part of the spine, the coccyx.

Spinal bending and rotation are accomplished thrdhg vertebral discs located between each vertelaeh disc is made up of a tough
fibrous exterior, called the annulus, which surmaia soft core called the nucleus. Excess presgef@;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 mazgebrae 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 procelses& implants typically consist of some
combination of rods, screws and plates that arigded 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. Inteylilices are small hollow implants
typically made of either bone, metal or a thermsfitacompound called Polyetheretherketones (“PEEK&} are placed between the affected
vertebrae to restore the space lost by the degeded#zsc. The hollow spaces within these interbody
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devices are typically packed with some form of bgredting material designed to accelerate the féionaof new bone around the graft whi
ultimately results in the desired fusion.

Our products provide a wide array of implants desefor use primarily in cervical, thoracic and hem fusion surgeries. These
implants are made of metal, bone, or PEEK. The nitgjof implants offered by our products are maél&étanium metal. This includes the 3
Degree ™, Reliant ™ and Hallmd®kcervical plates. Additionally, the Spinal Fixati8ystem (“SFS”), the Firebird ™ Spinal Fixation
Systems, the Phoenix ™ Minimally Invasive Spinaddfion System, the Ascefitand Ascen® LE POCT Systems are sets of rods, crossbars
and screws which are implanted during posteriaiofuprocedures. The Firebird ™ Modular and pre-added Spinal Fixation System are
designed to be used in either open or minimallagive posterior lumbar fusion procedures with aodpct ProView ™ MAP System. We
also offer specialty plates that are used in lessnecon procedures, and as such, are not manufadiynetny device makers. These specialty
plates include the Newbrid§d_aminoplasty Fixation System that is designed foagxi the cervical vertebrae and relieve pressutben
spinal canal, as well as the Unftplate 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 vertebrae.

Product Development

Our research and development departments are Ebjofor 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 performegttordance with best practices on interactions héalthcare professionals as set forth
example, in the AdvaMed Code of Ethics (“AdvaMed€9 and the Eucomed Code of Business Practicagciaed Code”). Our primary
research and development facilities are locatédeitona, Italy and Lewisville, Texas.

We maintain interactive relationships with spine anthopedic centers in the U.S., Europe, and SanthCentral America, including
research and clinical organizations such as the Nfig-Orthopedic Research and Education Foundatidrthe Texas Scottish Rite Hospital
for Children. Several of the products that we mahkave been developed through these collaboratioraidition, we regularly receive
suggestions for new products from the scientifid aredical community, some of which result in Orth@htering into assignment or license
agreements with physicians and thiaries. We also receive a substantial numberagpfasts for the production of customized items, sof
which have resulted in new products. We believepalicy of accommodating such requests enhanceseputation in the medical
community.

In 2013, 2012 and 2011 we incurred $26.8 millic28.$ million and $22.9 million, respectively, orsearch and development expense.

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
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confidentiality agreements with key employees, ottasts and other parties to protect, in part,draglcrets 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 gélpena 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 agreemesgglly 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, which is overseen by our Chief
Compliance Officer throughout our Company. It iadamental policy of our Company to conduct bussne accordance with the highest
ethical and legal standards. Our corporate comdiamd ethics program is designed to promote temabliance and ethical business
practices throughout our domestic and internatibnainesses.

Our Integrity Advantage ™Program is designed to meet U.S. Sentencing Coroni§auidelines for effective organizational compta
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 tionowithin our Company

» Written standards and procedures, including a GatpdCode of Business CondL

* Methods for communicating compliance concernsyidiclg anonymous reporting mechanis

» Investigation and remediation measures to ensum@pirresponse 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 effawtiss

» Disciplinary guidelines to enforce compliance addrass violations

» Exclusion lists screening of employees, and cotdthbusiness associates; i

* Risk assessments to identify areas of regulatomyptiance risk

For information regarding the Company’s currenieavof allegations of potential improper paymemigolving the Company’s Brazil-
based subsidiary, see Part |, ltem 3, “Legal Prdiogs.”

Government Regulation

Our research, development and clinical programsyedisas our manufacturing and marketing operatians subject to extensive
regulation in the U.S. and other countries. Mosahly, all of our products sold in the U.S. arejeabto the Federal Food, Drug, and
Cosmetic Act and the Public Health Services Adahgdemented and enforced by the Federal Drug Adstriziion (“FDA”). The regulations
that cover our products and facilities vary widltym country to country. The amount of time reqdite obtain approvals or clearances from
regulatory authorities also differs from countryctmuntry.
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Unless an exemption applies, each medical deviceigleto commercially distribute in the U.S. wik lsovered by either premarket
notification (“510(k)") clearance, letter to filapproval of a premarket approval application (“PMASr some other approval from the FDA.
The FDA classifies medical devices into one of ¢éhckasses. Devices deemed to pose low risk aregblacclass I. Those devices that are
considered moderate risk are class Il, which tyjyicaquires the manufacturer to submit to the F®premarket notification requesting
permission to commercially distribute the devicpracess generally known as 510(k) clearance. Someisk class | devices are exempted
from this requirement. Devices deemed by the FDpdse the greatest risks, such as life-sustaitifieggupporting or implantable devices, or
devices deemed not substantially equivalent teegipusly cleared 510(k) device, are placed in classequiring 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 charatit=ito another legally marketed 510(k)-clearemticate device.” By regulation, the
FDA is required to clear or deny a 510(k) premarigtfication within 90 days of submission of thgpéication. As a practical matter,
clearance may take longer. The FDA may requirdérrinformation, including clinical data, to makeetermination 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 Riproval. With certain exceptions, most
of our products are subject to the 510(k) cleargmoeess. On January 27, 2010, the FDA requestedhents on actions that the FDA'’s
Center for Devices and Radiological Health (“CDRId&n consider taking to strengthen the 510(k) meyieocess conducted by the CDRH.
In August 2010, the FDA published a series of rememded 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, manufagt and labeling. Also during the
review period, an advisory panel of experts frortsime the FDA may be convened to review and evaltra application and provide
recommendations to the FDA as to the approvalifitthe device. In addition, the FDA will typicalgonduct 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. Qume®eed, 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. Ourrexgeive bone growth stimulation
products are classified as Class Ill by the FDAI have been approved for commercial distributiothenU.S. through the PMA process.

In addition, our Biologics business markets tis&uéoone repair and reconstruction under the breamdes Trinity Evolutio® and
Trinity Elite which are allogeneic, cancellous banatrices containing viable stem cells. We belihese allografts are properly classified
under FDA’'s Human Cell, Tissues and Cellular arsbtie-Based Products, or HCT/P, regulatory paradigimot as a medical device or as a
biologic or as a drug. We believe they are regdlateder Section 361 of the Public Health Serviceaka C.F.R. Part 1271. Biologics also
distributes certain surgical implant products knagri'allograft” products which are derived from hamtissues and which are used for bone
reconstruction or repair and are surgically imparninto the human body. We believe that thesedisswe properly classified by the FDA as
minimally-manipulated tissue and are covered by FD&ood Tissues Practices” regulations, which emlestages of allograft processing.
There can be no assurance our suppliers of théylErolution®, Trinity Elite and allograft products will contieuito meet applicable
regulatory requirements or that those requiremwiitsot be changed in ways that could adversefgafour business. Further, there can be
no assurance these products will continue to beeragédilable to us or that applicable regulatorpdséads will be met or remain unchanged.
Moreover, products derived from human
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tissue or bones are from time to time subject ¢alidor certain administrative or safety reasond we may be affected by one or more such
recalls. For a description of these risks, see tédnRisk Factors.

The medical devices we develop, manufacture, Higeiand market are subject to rigorous reguldiiothe FDA and numerous other
federal, state and foreign governmental authorifiée process of obtaining FDA clearance and atgulatory approvals to develop and
market a medical device, particularly from the FIZAn be costly and time-consuming, and there carolassurance such approvals will be
granted on a timely basis, if at all. While we beé we have obtained all necessary clearancespgmadvals for the manufacture and sale of
our products and that they are in material compbanith applicable FDA and other material regukat@quirements, there can be no
assurance that we will be able to continue suchptiamce. After a device is placed on the markeimerous regulatory requirements continue
to apply. Those regulatory requirements includedpct listing and establishment registration; Qu&dystem Regulation (“QSR”) which
require manufacturers, including third-party mawctifigers, to follow stringent design, testing, cohtdocumentation and other quality
assurance procedures during all aspects of thefangnring process; labeling regulations and FDAhsiions against the promotion of
products for uncleared, unapproved or off-labebuseindications; clearance of product modificasitimat could significantly affect safety or
efficacy or that would constitute a major changetended use of one of our cleared devices; agbafproduct 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 malfunctioimea way that would likely cause or
contribute to a death or serious injury if the raatftion of the device or a similar device weredour; postapproval restrictions or conditior
including post-approval study commitments; postketasurveillance regulations, which apply when ssaey to protect the public health or
to provide additional safety and effectiveness @atahe device; the FDA'’s recall authority, wheyabcan ask, or under certain conditions
order, device manufacturers to recall from the reagkproduct 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 FDArev¢o find that we or certain of our suppliers héaited to comply with applicable
regulations, the agency could institute a wideatgrof enforcement actions, ranging from a publarning letter to more severe sanctions
such as: fines and civil penalties against usofficers, our employees or our suppliers; unangitég 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 dunastregulatory bodies; product recall or seizungerruption of production; operating
restrictions; injunctions; and criminal prosecutibmJune 2011, the FDA preannounced an inspetticiose 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 actipetinent to the warning letter were adequatetygieted. When the FDA concludes that an
inspection is “closed” under 21 C.F.R. 20.64 (d) {Bwill release a copy of the Establishment iesion Report (EIR) to the inspected
establishment. Orthofix received its EIR for th@gd2011 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 issued3dig to minor deficiencies within our
quality systems. The Company replied with a forneaponse, and after reviewing the evidence the B&t&rmined 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 findirigs/e been received and certification has beertepgar maintained. The FDA also has
the authority to request repair, replacement arméfof the cost of any medical device manufactaredistributed by us. Any of those actions
could have a material adverse effect on our devedop of new laboratory tests, business strateggnfiial condition, results of operations or
cash flows.
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Moreover, governmental authorities outside the Ha&ve become increasingly stringent in their retipptaof medical devices, and our
products may become subject to more rigorous régualdy 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 toatrol of medical devices through European Medxatice Directives with which
manufacturers must comply. Under these new reguistimanufacturing plants must have received &Julllity Assurance Certification frc
a “Notified Body” in order to be able to sell prads within the member states of the European Unibis Certification allows manufacturers
to stamp the products of certified plants with &"@nark. Products covered by the EC regulations thatal bear the CE mark cannot be ¢
or distributed within the European Union. We haseeived certification for all currently existing m&acturing facilities.

Our products may be reimbursed by third-party psysuch as government programs, including Mediddeglicaid, and Tricare or
private insurance plans and healthcare networkisdarty payors may deny reimbursement if theyedatne that a device provided to a
patient or used in a procedure does not meet ayiqgpayment criteria or if the policy holdehealthcare insurance benefits are limited. /
third-party payors are increasingly challengingriedical necessity and prices paid for our prodaoctsservices. The Medicare program is
expected to continue to implement a new paymentar@sm for certain items of durable medical equiptnprosthetic, 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 (“RbdrRebid”) with implementation
of the rebid round occurring on January 1, 201 y¥ni&nt 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 accreditatsatus by the Accreditation Commission for He@ltre, Inc. (“ACHC”) for the
services of DMEPOS. ACHC, a private, not-for-prafitrporation which is certified to ISO 9001:2008rstards, was developed by home care
and community-based providers to help companiesawgpbusiness operations and quality of patierd.o&lthough accreditation is generally
a voluntary activity where healthcare organizatisalsmit 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 competean strive for excellence in its products, servj@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-Beferral 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 protetteealthcare information to persons not authortpagceive that information; and (4) require
the maintenance of certain government licensegpandits.

In addition, U.S. federal and state laws proteetabnfidentiality 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 promulgates health irdton privacy and security rules under HIPAA. Thades protect health information
regulating its use and
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disclosure, including for research and other pugpoBailure of a HIPAA “covered entity” to complytiwvHIPAA regarding such “protected
health information” could constitute a violationfetleral law, subject to civil and criminal penadti Covered entities include healthcare
providers (including those that sell devices oripopent) that engage in particular electronic tratisas, including, as we do, the transmis:
of claims to health plans. Consequently, healtbrmftion that we access, collect, analyze, andetee use and/or disclose includes
protected health information that is subject to AP As noted above, many state laws also pertathécconfidentiality of health informatic
Such laws are not necessarily preempted by HIPAgaiticular those state laws that afford greatiapy protection to the individual than
HIPAA. These state laws typically have their owmaléy provisions, which could be applied in the mvef an unlawful action affecting
health information.

On February 1, 2013, the Centers for Medicare & igkad Services (CMS) published a final rule whichkas 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 Iaswe Program (CHIP), defined as applicable manufac, 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 @ &ffordable Care Act, also makes information pelglavailable about physician (
immediate family members of a physician) ownershipnvestment interests in applicable manufactuaesgroup 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, consultinggeeesearch activities, speaking fees, meals,randlj 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 @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 pwstt 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 caedbegan 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 rmrkuch as the Asia-Pacific Region
(including China) and Latin America, as well as fagus on innovative products, will continue to bavpositive effect on the demand for our
products.

Strategic Business Units

Our revenues are generally derived from the sdlpsodlucts in four SBUs, BioStim, Biologics, ExtrigynFixation, and Spine Fixation
which accounted for 37%, 13%, 26%, and 24%, respgt of our total net sales in 2013.
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Sales, Marketing and Distributor Network

We have established a broad distribution networkymised of direct sales representatives and digtiib. This established distribution
network provides us with a platform to introducevigroducts and expand sales of existing productsdistribute our products worldwide in
over 50 countries.

In our largest geographic market, the U.S., owrssaharketing and distribution network is comprisédeveral sales forces addressing
different business units. The BioStim SBU for regiaive stimulation products is addressed by aitydistribution network of direct sales
representatives and independent distributors. Tible@cs SBU is addressed primarily by an indepemndéstribution network supplemented
by some direct sales representatives. The Extrarmgtion SBU is addressed by a hybrid distributitwork of both direct sales
representatives and distributors. The Spine Fira®BU is addressed primarily by an independentidigion network.

Outside the U.S., we employ both direct sales smprtives and distributors within our internaticsedes subsidiaries. We also utilize
independent distributors in Europe, the Far EhstMiddle East and Central and South America imtees where we do not have
subsidiaries. In order to provide support to odtejpendent distribution network, we have a grougatds and marketing specialists who
regularly visit independent distributors to provid&ning and product support.

Marketing and Product Educatic

We seek to market our products principally to mabpsrofessionals and group purchasing organiza({8BOs"), which are
organizations that contract on a large scale. Wievgethere is a developing focus on marketing ROS and large national accounts that
reflects a trend toward large scale procuremenprtsfin the healthcare industry.

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

To provide additional advanced training for surggamnsistent with the AdvaMed Code and the Euco@wdk guidelines, we organi
monthly multilingual teaching seminars in multipbeations. Those places include our facility in deai, 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, classroavorkshop and 7-station bioskills laboratory.
In 2013, these product education seminars weradgteby over 2,508 surgeons around the world; sensincluded a variety of lectures fr
specialists as well as demonstrations and handgsokshops. Each year many of our sales represeasadind 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 tramiogram, which provides ongoing
education for our sales representatives.

Competition

Our regenerative stimulation products, which am giour Biologics and BioStim SBU'’s, compete mijpally with similar products
marketed by Biomet Spine, a business unit of Biommet DJO Incorporated; and the Exogen produ& éwned by Smith and Nephew plc.
and Essex Woodland, a private equity firm. Our abimplant, HCT/P products, and Trinity Evoluti8mnd Trinity Elite, HCT/Ps from whic
we derive marketing fees, compete with productsketad by Medtronic, Inc.; De Puy Synthes, a divisid Johnson and Johnson; Stryker
Corp.; Zimmer, Inc.; NuVasive; Biomet Spine; andioas smaller public and private companies. Foerdl and internal fixation devices,
our principal competitors include De Puy Synthammier, Inc.; Stryker Corp.; Smith & Nephew plc; aBidmet Orthopedics, a business t
of Biomet, Inc.
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We believe we enhance our competitive positiondzyi$ing on product features such as innovatiorg ebsse, versatility, cost and
patient acceptability. We attempt to avoid compebased solely on price. Overall cost and medifatéveness, innovation, reliability,
after-sales service and training are the most peavanethods of competition in the markets for praducts, and we believe we compete
effectively.

Manufacturing and Sources of Supply

We generally design, develop, assemble, test atikhge our stimulation and orthopedic products, aratontract the manufacture of a
substantial portion of the component parts. Wegieand develop our spinal implant and Allogu&Atllograft HCT/Ps, but subcontract their
manufacture and packaging. Through subcontractiegattempt to maintain operating flexibility in ntiey demand while focusing our
resources on product development, education anklatiag as well as quality assurance standardsoAdlh certain of our key raw materials
are obtained from a single source, we believeratersources for these materials are availabléh&ume believe an adequate inventory
supply is maintained to avoid product flow intetiops. We have not experienced difficulty in obtagnthe materials necessary to meet our
production schedules.

Trinity Evolution® and Trinity Elite, HCT/Ps for which we have excltsimarketing rights, are allograft tissue formg tra supplied t
customers by MTF in accordance with orders recediegttly from us. MTF sources, processes and gaekéhe tissue forms and is the sole
supplier of Trinity Evolutior® and Trinity Elite to our customers.

Our products are currently manufactured and asshiblthe U.S., Italy, and the United Kingdom. \Wiidwve our plants comply in all
material respects with the requirements of the RIDA all relevant regulatory authorities outsideth®. 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 aonity.

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

Capital Expenditures

We incurred tangible and intangible capital exptmds in the amount of $29.7 million, $28.8 milliand $25.8 million in 2013, 2012
and 2011, respectively, principally for computeftware and hardware, patents, licenses, plant gaghment, tooling and molds and product
instrument sets. In 2013, we invested $29.7 milllooapital expenditures of which the most sigrifititem was $17.3 million related to
instrumentation and tooling. We currently planrteast approximately $24.3 million in capital expiacks during 2014 to support the
planned expansion of our business. We expect ttagstal expenditures to be financed principallyhwdash generated from operations.

Employees

At December 31, 2013, we had 889 employees worlewdf these, 596 were employed in the U.S. andi&9@ employed at other non-
U.S. locations. Our relations with our Italian eoy#es, who numbered 150 at December 31, 2013 pammed by the provisions of a
National Collective Labor Agreement setting forthmdatory minimum standards for labor relationdhihetal mechanic workers indust
We are not a party to any other collective bargajriigreement. We believe we have good relatiorts avit employees. Of our 889
employees, 368 were employed in sales and mark&timgions, 186 in general and administrative rol&? in production and operations and
143 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 tmesve 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 statnts that involve risks and
uncertainties. Our actual results could differ nréa#ly from those anticipated in these forward-ldmd statements as a result of certain
factors, including the risks faced by us describelbw or elsewhere in this Form-K.

Expenses relating to or arising from the Audit Comnittee’s review of certain accounting matters, inclding diversion of managements
time and attention, may adversely affect our busirngs and results of operations.

In July 2013, the Audit Committee (the “Audit Conitae”) of the Board of Directors of the Company &egonducting an independent
review, with the assistance of outside professmradlcertain accounting matters. This review reslin the restatement of our consolidated
financial statements for the fiscal years endedebdxer 31, 2012, 2011 and 2010, and the restateshent condensed consolidated financial
statements at March 31, 2013, as well as the aareof similar errors in prior periods. As a resofl this review and the restatement, the
filing of our Quarterly Reports on Form 10-Q foethuarterly periods ended June 30, 2013 and Septe36hb2013 were delayed until March
2014 and the filing of this Report was delayedIith# date hereof.

As a result of the Audit Committee’s review, we @arcurred significant expenses to date relatdegal, accounting and other
professional services in connection with the reyithe preparation of restated consolidated findstéiements and related matters, and we
may continue to incur significant additional expenwiith regard to these matters and our remediaffonts. In addition, our President and
Chief Executive Officer and our Chief Financial o, as well as senior members of our financeamdunting departments and other
Company personnel, have spent substantial amotititeeand effort in connection with this reviewgtrestatement and related matters. The
significant amount of time and effort spent by management team on these matters may divert thenti@n from the operation of our
business. The expenses incurred, and expectedincireed, on the review, the restatement andedlatatters, and the diversion of the
attention of the management team could have, arialdelverse effect on our business, financial @ results of operations or cash floy

Our management has identified material weaknesses the Company'’s internal control over financial reporting which could, if not
remediated, result in additional material misstatenents in our consolidated financial statements. We ay be unable to develop,
implement and maintain appropriate controls in future periods.

Our management is responsible for establishingnaaidtaining adequate internal control over finahaaorting, and the Sarbanes-
Oxley Act of 2002 and SEC rules require that ounagement report annually on the effectivenessefltbmpany’s internal control over
financial reporting and our disclosure controls anacedures. Among other things, our management comsluct an assessment of the
Company’s internal control over financial reportiagallow management to report on, and our indepenckgistered public accounting firm
to audit, the effectiveness of the Company’s irdeéoontrol over financial reporting, as required3sction 404 of the Sarban@sdey Act. As
disclosed in Part Il, Item 9A, “Controls and Progeat” of this Form 10-K, our management, with taetigipation of our current President
and Chief Executive Officer and our Chief Financxdicer, has determined that we have material weages in the Company’s internal
control over financial reporting as of December 113 related to revenue recognition practicesébes to the Company’s distributors,
inventory reserves, foreign subsidiary oversigltt amanual journal entry control procedures. Sonth@$e material weaknesses resulted in
material misstatements in our previously filed aalraudited and interim unaudited consolidated fom@rstatements.
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A “material weakness” is a deficiency, or a comhimraof deficiencies, in internal control over fim@al reporting, such that there is a
reasonable possibility that a material misstatern&otr annual or interim consolidated financiatstments will not be prevented or detected
on a timely basis. We are actively engaged in agirg and implementing a remediation plan desigoneztidress such material weaknesses.
However, additional material weaknesses in the Gomis internal control over financial reporting mayitentified in the future. Any failui
to implement or maintain required new or improvedtcols, or any difficulties we encounter in thieiplementation, could result in additio
material weaknesses, or could result in materiastatements in our consolidated financial statesndiftese misstatements could result in a
further restatement of our consolidated finandialesnents, cause us to fail to meet our reportbigations, reduce our ability to obtain
financing or cause investors to lose confidencauinreported financial information, leading to &lilee in our stock price.

Although we are working to remedy the ineffectivemef the Company’s internal control over financégorting, there can be no
assurance as to when the remediation plan wilubg developed, when it will be fully implemented the aggregate cost of implementation.
Until our remediation plan is fully implemented,rananagement will continue to devote significantdiand attention to these efforts. If we
do not complete our remediation in a timely fashimnat all, or if our remediation plan is inadetgahere will continue to be an increased
risk that we will be unable to timely file futuregodic reports with the SEC and that our futuresmidated financial statements could
contain errors that will be undetected. Further emtinued determinations that there are materégknesses in the effectiveness of the
Company’s internal control over financial reporticguld also reduce our ability to obtain financorgcould increase the cost of any financing
we obtain and require additional expenditures dfilmoney and our management’s time to comply wighliaable requirements. For more
information relating to the Company’s internal aohbver financial reporting (and disclosure cotgrand procedures) and the remediation
plan undertaken by us, see Part Il, Item 9A, “Calstand Procedures.”

Our failure to prepare and timely file our periodic reports with the SEC limits our access to the pulit markets to raise debt or equity
capital.

We did not file a Quarterly Report on Form 10-Qhiitthe timeframe required by the SEC for eacthefdquarterly periods ended
June 30, 2013 and September 30, 2013. Becausewsenbiremained current in our reporting requiretaevith the SEC, we are limited in
our ability to access the public markets to raisktdr equity capital. Our limited ability to acedhe public markets could prevent us from
pursuing transactions or implementing businessegjis that we might otherwise believe are beradftoi our business. Until one year after
the date we regain and maintain compliance withSEE reporting obligations, we will be ineligible wse shorter and less costly filings, s
as Form S-3, to register our securities for sale.riféy use Form $-{o register a sale of our stock to raise capita@lomplete acquisitions, b
doing so would likely increase transaction cost$ ativersely impact our ability to raise capitatomplete acquisitions of other companies in
a timely manner.

We have not been in compliance with Nasdaq Stock Meet LLC’s requirements for continued listing and, as a result, our common
stock may be delisted from trading on Nasdaq, whickould have a material effect on us and our sharelders.

We have been delinquent in the filing of our QudytReports on Form 10-Q for the fiscal quarterdethJune 30, 2013 and
September 30, 2013, as a result of which we haveeen in compliance with the rules of Nasdaqg Stdekket LLC (“Nasdaq”) and are
subject to having our stock delisted from tradingNasdaqg. We have been granted a stay of theidglist our common stock until such time
as a Nasdaq Hearings Panel makes a decision onettiis following a hearing, which hearing was hetdMarch 27, 2014. We filed our
Quarterly Report on Form 10-Q for the quarterlyipetiended June 30, 2013 on March 24, 2014 and dileduarterly Report on Form 10-Q
for the quarterly period ended September 30, 20ilBlarch 25, 2014. We also filed this Form 10-K (floe year ended December 31, 2013),
which is otherwise due under SEC rules on March2074,
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on the date hereof. As a result, we believe thahawe adequately remedied our current non-commiavith Nasdaq’s listing rules. However,
there can be no assurance that the Nasdaq He&amgs will concur with our belief that we have retieel our prior non-compliance, in

which case our common stock could remain subjedetisting by Nasdag. If our common stock weredded, there could be no assurance
whether or when it would again be listed for tragdom Nasdaq or any other exchange. Further, thkenprice of our shares might decline
and become more volatile, and our shareholdersfimdyhat their ability to trade in our stock woldé adversely affected. Furthermore,
institutions whose charters do not allow them thls®curities in unlisted companies might sell shares, which could have a further adverse
effect on the price of our stock.

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 prosecutio and/or exclusion from federal healthcare programs

On June 6, 2012, in connection with our settlenoéat U.S. government investigation and relatedtguoi complaint related to our
regenerative stimulation business, and our setti¢imiea U.S. government investigation and relataid@m complaint related to Blackstone
Medical, Inc. (“Blackstone”), we entered into adiyear corporate integrity agreement (the “CIA"}wthe Office of Inspector General of the
Department of Health and Human Services (“HHS-OIGMHe CIA acknowledges the existence of our curcentpliance program, and
requires that we continue to maintain during thietef the CIA a compliance program designed to pt@ntompliance with federal
healthcare and Food and Drug Administration (“FDAjuirements. We are also required to maintaiersdelements of the existing
program during the term of the CIA, including maining a Chief Compliance Officer, a Compliance @uittee, and a Code of Conduct. ~
CIA requires that we conduct certain additional ptance-related activities during the term of tH& Gncluding various training and
monitoring procedures, and maintaining a disciplinarocess for compliance obligations. PursuarhéoCIA, we are required to notify the
HHS-OIG in writing, among other things, of: (i) anpgoing government investigation or legal procegdivolving an allegation that the
Company has committed a crime or has engagedudditant activities; (ii) any other matter that agenable person would consider a
probable violation of applicable criminal, civil administrative laws related to compliance wittideal healthcare programs or FDA
requirements; and (iii) any change in locationesalosing, purchase, or establishment of a newbss unit or location related to items or
services that may be reimbursed by federal heakthmegrams. We are also subject to periodic rempend certification requirements
attesting that the provisions of the CIA are bamglemented and followed, as well as certain doauraad record retention mandates. The
CIA provides that in the event of an uncured matdiieach of the CIA, we could be excluded frontipgration in federal healthcare
programs and/or subject to prosecution and subjeather monetary penalties, each of which coulehamaterial adverse effect on our
business, financial condition, results of operationcash flows.

In connection with this settlement and the guiliggpof our subsidiary, Orthofix Inc., to one feloecgunt of obstruction of a federal au
(18 U.S.C. 81516), the court imposed a five-yeantef probation on Orthofix Inc., with special cétiahs which mandate certain non-
disparagement obligations and order Orthofix Ina@dntinue complying with the terms of the CIA thgh the expiration of its term. In the
event that we fail to satisfy these terms of pramgtwe could be subject to additional criminal @kies or prosecution, which could have a
material adverse effect on our business, finargabition, results of operations and cash flows.

On July 10, 2012, we entered into definitive agreets with the U.S. Department of Justice (“DOJ) éme SEC agreeing to settle our
self-initiated and self-reported internal investiga of our Mexican subsidiary, Promeca S.A. de .G“Promeca”), regarding non-compliance
by Promeca with the Foreign Corrupt Practices & (FCPA”"). As part of the settlement, we enteired a three-year deferred prosecution
agreement (“DPA”) with the DOJ and a consent talfjndgment (the “Consent”) with the SEC. The D@3 hgreed not to pursue any
criminal charges against us in connection with thigter if we comply with the terms of the DPA. TDEA takes note of our seléporting of
this matter to the DOJ and the SEC, and of remediégsures, including the implementation of an ecddiwompliance program, previously
undertaken by us. The DPA and the Consent collelgtiequire, among
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other things, that with respect to ahtibery compliance matters we shall continue topesate fully with the government in any future raes
related to corrupt payments, false books and recoréihadequate internal controls. In that regaselhave represented that we have
implemented and will continue to implement a cowptie and ethics program designed to prevent aedtdgblations of the FCPA and other
applicable anti-corruption laws. We will periodilsateport to the government during the term of EHeA regarding such remediation and
implementation of compliance measures. As parthefsettlement, we also agreed pursuant to the @btwseertain reporting obligations to
the SEC regarding the status of our remediationimpéementation of compliance measures. In the ethext we fail to comply with these
obligations, we could be subject to criminal pragim by the DOJ for the FCPA-related matters we isported. Such a criminal prosecul
could subject us to penalties that could have @rizdtadverse effect our business, financial comaljtresults of operations or cash flows.

We are investigating allegations involving potentieimproper payments with respect to our subsidiaryin Brazil.

In August 2013, the Company’s internal legal deparit was notified of certain allegations involvipgtential improper payments with
respect to our Brazilian subsidiary, Orthofix da8it. The Company engaged outside counsel to assfst review of these matters, focusing
on compliance with applicable anti-bribery laws;liding the FCPA. This review remains ongoing. H&PA and related provisions of law
provide for potential criminal and civil sanctioimsconnection with anti-bribery violations, inclugj criminal fines, civil penalties,
disgorgement of past profits and other kinds ofedi®s. We currently cannot reasonably estimatesailpie loss, or range of loss, in
connection with this review. In the event that slads is substantial, it could have a material askveffect on our business, financial
condition, results of operations or cash flows.

Consistent with the provisions of the DPA and tlungéznt described above, the Company contacted@dealdd the SEC in August
2013 to voluntarily self-report the Brazil-relateltegations, and the Company and its counsel remaiontact with both agencies regarding
the status of the review. In the event that the B@Jthe SEC find that the matters related to oariBan subsidiary could give rise to a
review of our obligations under the terms of theADdhd/or the Consent, we currently cannot reasgnedtimate a possible loss, or range of
loss, in connection with that review, including affects it may have with respect to the DPA ara@onsent. In the event such a review
were to occur, any losses resulting therefromylifssantial, could have a material adverse effecbasiness, financial condition, results of
operations or cash flows.

The SEC Enforcement Staff's review and a pending serities class action complaint have resulted in ghificant costs and expenses,
have diverted resources and could have a materiatlgerse effect on our business, financial conditiomgsults of operations or cash
flows.

As further described in Part I, Item 3, “Legal Rredings” of this Form 10-K, we initiated contactiwihe staff of the Division of
Enforcement of the SEC (the “SEC Enforcement StafifJuly 2013 to advise them of the initiationtlbé Audit Committee’s review and the
then-potential restatement of our annual auditetiaterim unaudited consolidated financial statetaefince our initial contact, we have
received requests from the SEC Enforcement Stafidouments and other information concerning variaccounting practices, internal
controls and business practices, and it is antiegbthat we may receive additional such requestseifuture. We have further provided not
concerning these matters to HHS-OIG pursuant taGdbarwith HHS-OIG, which is described in more détaiPart I, Item 3, “Legal
Proceedings.”

As also further described in Part I, Item 3, “LeBabceedings” of this Form 10-K, on August 14, 204 3ecurities class action
complaint against the Company was filed in the &thiStates District Court for the Southern DistoitNew York arising out of the
restatement of our prior consolidated financialesteents and the matters described above. In adddithe Company, several current and
former members of our senior management are namddfandants. At the present time, the allegatioaisthe lead plaintiff ultimately
intends to make in this action are unknown.
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We have incurred and/or expect to incur signifiganafessional fees and other costs in respondinigee SEC Enforcement Staff's
review and in defending against the class actiongdaint. If we do not prevail in the pending comiptaor any other litigation, we may be
required to pay a significant amount of monetamndges that may be in excess of our insurance ageeFairther, if the SEC Enforcement
Staff were to conclude that enforcement actiorpimapriate, or if HHS-OIG were to conclude thatwi@ated the CIA, we could be required
to pay large civil penalties and fines. The SE® alsuld impose other sanctions against us or ceofabur current and former directors and
officers. Any of these events would have a materiderse effect on our business, financial conuljtiesults of operations or cash flows.
Additionally, while we believe we have made appraigrjudgments in determining the errors and comdgistments in preparing our reste
consolidated financial statements, the SEC maygdigawith the manner in which we have accounteaiorreported these adjustments.
Accordingly, there is a risk that we may have tdHar restate our historical consolidated finanstatements, amend prior filings with the
SEC or take other actions not currently contemgldte addition, our Board of Directors, managenam employees may expend a
substantial amount of time on the SEC Enforceméaff'S review and the pending complaint, diverti@gources and attention that would
otherwise be directed toward our operations andementation of our business strategy, all of whiohld materially adversely affect our
business, financial condition, results of operationcash flows.

The potential for additional litigation or other pr oceedings or enforcement actions could adverselyfeét us, require significant
management time and attention, result in significahlegal expenses or damages, and cause our busindsgncial condition, results of
operations or cash flows to suffer.

The matters that led to the SEC Enforcement Stedfigew and the class action complaint describeyalhave also exposed us to
greater risks associated with litigation, regubatoroceedings and government enforcement actiomsaid current and former members of
our senior management may in the future be subjemtditional litigation or governmental proceedinglating to such matters. Subject to
certain limitations, we are obligated to indemrofyr current and former officers and directors inmeection with any such lawsuits or
governmental proceedings and related litigatiogettlement amounts. Regardless of the outcomee thesuits and any other litigation or
governmental proceedings that may be brought agasnsr our current or former officers and direstaould be time-consuming, result in
significant expense and divert the attention asdueces of our management and other key emplojeesnfavorable outcome in any of
these matters could exceed coverage provided yudentially applicable insurance policies. Any sulfiavorable outcome could have a
material adverse effect on our business, finargabition, results of operations, or cash flowstlver, we could be required to pay damages
or additional penalties or have other remedies Begagainst us, or our current or former direatorsfficers, which could harm our
reputation, business, financial condition, resafteperations or cash flows.

Continuing negative publicity may have a material dverse effect on our business, financial conditiomesults of operations or cash
flows.

As a result of the restatement of our consolidéiteahcial statements and related matters, the aiggBEC Enforcement Staff review,
the securities class action complaint and our fewen-compliance with Nasdaq listing rules, we hbagen the subject of negative publicity.
This negative publicity may adversely affect owcgtprice and may harm our reputation and ourigelahips with current and future
investors, lenders, customers, suppliers and erapkyAs a result, our business, financial conditiesults of operations or cash flows ma;
materially adversely affected.
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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. Healtliard and abuse laws potentially
applicable to our operations include:

» the federal Health Care Programs Anti-Kickbhekv, which constrains our marketing practices, atiooal programs, pricing and
discounting policies, and relationships with hegite practitioners and providers, by prohibitingoag other things, soliciting,
receiving, offering or paying remuneration, in excbe 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, amarther things, knowingly presenting, or causinpégoresented, claims for payment
from Medicare, Medicaid, or other federal governtrigayors that are false or fraudulent;

» state laws analogous to each of the abovedétiars, such as anti-kickback and false claimsl#vat may apply to items or
services reimbursed by r-governmental thir-party payors, including commercial insure

Due to the breadth of some of these laws, therdoearo assurance that we will not be found to beakation of any such laws, and as a
result we may be subject to penalties, includimj end criminal penalties, damages, fines, theéaikment or restructuring of our operations
or the exclusion from patrticipation in federal tate healthcare programs. Any penalties could adeaffect our ability to operate our
business and our financial results. Any action ragfais for violation of these laws, even if we ®ssfully 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 statiéhltase program business as a basis to cease dosigess with us. If this were to occur, it
could also have a material adverse effect on osinless and financial position.

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 healitpraviders. These products may be reimburseditgplarty payors, such as government
programs, including Medicare, Medicaid and Tricameprivate insurance plans and healthcare netwiMkgor third-party payors for medical
services in the U.S. and internationally contirugvbrk to contain health care costs and are inorglyschallenging the policies and the pri
charged for medical products and services. Any oagiolicy developments that eliminate, reduce atamally modify coverage of, or
reimbursement rates for, our products could havienpact on our ability to sell our products. In ditoh, 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 bgsare limited. These policies and criteria mayrbvised from time-to-time.

Limits put on reimbursement could make it moreidifit to buy our products and substantially redureossibly eliminate, patient
access to our products. In addition, should goverial authorities continue to enact legislatiomaopt regulations that affect third-party
coverage and reimbursement, access to our prodndtsoverage by private or public insurers mayeleiced with a consequential material
adverse effect on our sales and profitability.

The Centers for Medicare and Medicaid Services (SCMin its ongoing implementation of the Medicar@gram, has obtained a
related technical assessment of the medical sttetgture to determine how the
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literature addresses spinal fusion surgery in tleelithre population. The impact that this informatigll have on Medicare coverage policy
for our products is currently unknown, but we carprovide assurances that the resulting actionsnetlrestrict Medicare coverage for our
products. It is also possible that the governméntsis on coverage of off-label uses of devices@mal by the FDA could lead to changes in
coverage policies regarding débel uses by TriCare, Medicare and/or Medicaider€rcan be no assurance that we or our distributiiraot
experience significant reimbursement problems énfthure related to these or other proceedingsh@ily our products are sold in many
countries, such as the United Kingdom, France |ty which have publicly funded healthcare systeithe ability of hospitals supported
such systems to purchase our products is dependeatt, upon public budgetary constraints. Angr@ase in such constraints may have a
material adverse effect on our sales and colleafatcounts receivable from such sales.

As required by law, CMS has continued efforts tpliement a competitive bidding program for seleactathble medical equipment,
prosthetic, orthotic supplies (‘DMEPOS”) items péid by the Medicare program. In this program, Mede rates are based on bid amounts
for certain products in designated geographic aratiser than the Medicare fee schedule amouny ke suppliers selected through the
competitive bidding process within each designatadpetitive bidding area (CBA) are eligible to hakeir products reimbursed by
Medicare. CMS completed the Round 1 Rebid procesisi last quarter of 2012. The implementation ebii for Round 1 occurred on
January 1, 2013 and for Round 2 on July 1, 2013.gBaducts are not yet included in the competibidding process. We cannot predict
which products from any of our businesses willmétely be affected or whether or when the compethidding process will be extended to
our businesses. While some of our products arguatgd by FDA as Class Ill medical devices and #resnot currently included within the
competitive bidding program, some of our products/be encompassed within the program at varyinggiriihere can be no assurance that
the implementation of the competitive bidding preogrwill not have an adverse impact on the sales®ofe of our products.

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 nunusrother federal, state and
foreign governmental authorities. These authoritbggilate the development, approval, classificatiesting, manufacturing, labeling,
marketing and sale of medical devices. Likewise,ume and disclosure of certain categories of héadbrmation 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,” undestlbheading “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.Sooeign governments may impose
regulations that have a material adverse effedwrbusiness, financial condition, results of ofiers or cash flows. The process of obtair
FDA clearance and other regulatory clearances roapls to develop and market a medical devicebeacostly and 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 additioosiscif the FDA lengthens review times for new desi The FDA has the ability to change
the regulatory classification of a cleared or apptbdevice 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 héaited to comply with applicable
regulations, the agency could institute a wideatgrof
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enforcement actions, ranging from a public warréiter to more severe sanctions such as: finegiziigenalties against us, our officers,
employees or our suppliers; unanticipated experaitto address or defend such actions; delay®aring or approving, or refusal to clear or
approve, our products; withdrawal or suspensioappiroval of our products or those of our third-pauppliers by the FDA or other
regulatory bodies; product recall or seizure; intption of production; operating restrictions; infitions; and criminal prosecution. The FDA
also has the authority to request repair, replactmrerefund of the cost of any medical device nfactured or distributed by us. Any of the
forgeoing actions could have a material adversecefin our development of new laboratory testsiness strategy, financial condition,
results of operations or cash flows.

The impact of the Affordable Care Act (“ACA”) and other United States healthcare reform legislation omus remains uncertain.

In 2010 federal legislation to reform the Unitedt®s healthcare system was enacted into law. Theis€ar-reaching and is intended
to expand access to health insurance coveragepummuality and reduce costs over time. The ACAdaded certain CMS demonstration
projects to test the effects of new approachepdgimg for health services and delivering careluiting bundled payments, value-based
purchasing programs, establishment of accountavke arganizations, a focus on patient-centered ba@nd physician payment reforms that
incentivize the delivery of high quality, resourceascious health care. Several provisions of thé& Afecifically impact the medical
equipment industry, including the elimination oéthull inflation update to the DMEPOS fee schedulethe years 2011 through 2014.
Instead, beginning in 2011, the ACA reduced thiaiidn update for DMEPOS by a “productivity adjusimt” factor intended to reflect
productivity gains in delivering health care seedcFor 2013, the update factor is 0.8% (reflectirig7% inflation update that is partially
offset by a 0.9% “productivity adjustment”).

The ACA establishes new disclosure requirementggieian Payment Sunshine Act) regarding finanaiedrrgements between medical
device and supplies manufacturers and physiciankiding physicians who serve as consultants. €berdkeeping requirements were
effective as of August 1, 2013. Manufacturers aDS were required to report the data for Augusiupgh December of 2013 to CMS by
March 14, 2014, and the first reports will be palyliavailable by September 30, 2014. The regulati@quire us to report annually to CMS
payments and other transfers of value to physicaasteaching hospitals for products payable ufaetiaral health care programs, as well as
ownership or investments held by physicians orrtfagnily members. Failure to fully and accuratelyatbse transfers of value to physicians
could subject us to civil monetary penalties. Salstates also have enacted specific marketingpagpohent disclosure requirements, and
other states may do so in the future.

We expect the new law will have a significant imipagon various aspects of our business operatidowever, it is unclear how the
new law will impact patient access to new techni@s@r reimbursement rates under the Medicare progMany of the details of the new
law will be included in new and revised regulatiowkich have not yet been promulgated, and reqditional guidance and specificity to
provided by the Department of Health and Human iS8esy Department of Labor and Department of theJuey. Accordingly, while it is too
early to understand fully and predict the ultimat@act of the new law on our business, the leg@iatould have a material adverse effect on
our business, cash flows, financial condition, lssof operations.

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 payorsutbdhese costs. As a result, there has been al@atfon trend in the healthcare industry to
create larger companies, including hospitals, gitater
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market power. As the healthcare industry consaislatompetition to provide products and servicésdastry participants has become and
may continue to become more intense. This hastegsahd may continue to result in greater priciregpures and the exclusion of certain
suppliers from important markets as group purclgasiganizations (“GPOs”), independent delivery ratg and large single accounts
continue to use their market power to consolidatelpasing decisions. If a GPO were to exclude as fioeing one of their suppliers, our net
sales could be adversely impacted. We expect thatehdemand, government regulation, third-pariybeirsement policies and societal
pressures will continue to change the worldwiddtheare industry, which may exert further downwprdssure on the prices of our produ

The industry in which we operate is highly competitve. New developments by others could make our pradts or technologies non-
competitive or obsolete.

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. Marguottcompetitors 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.”

In addition, the orthopedic medical device industryhich we compete is undergoing, and is chareetd by, rapid and significant
technological change. We expect competition tonisify as technological advances are made. New tdobies and products developed by
other companies are regularly introduced into tlaeket, which may render our products or technokgien-competitive or obsolete.

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 our BioStim, Biologics, Exteity Fixation and Spine Fixation products succdgsflepends, in part, on the
acceptance of the products by independent thirdigsaincluding hospitals, doctors, other healtegaoviders and third-party payors) as well
as patients. Unanticipated side effects or unfaaerpublicity concerning any of our products cobéile an adverse effect on our ability to
maintain hospital approvals or achieve acceptagpqadscribing physicians, managed care providedsodimer retailers, customers and
patients.

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 medicineitess unit, Breg, Inc., to an affiliate of Watere®t Healthcare Partners II, L.P.
pursuant to a stock purchase agreement betweardusebuyer. Under the stock purchase agreementtawe agreed to indemnify the buyer
with respect to certain specified matters, inclgdiih an ongoing U.S. government investigation aedain 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 therapysuilihese matters are further described under thteesling “Matters Related to Our Former
Breg Subsidiary and Possible Indemnification Olilgyes” in Part I, Item 3, “Legal Proceeding®Ve currently cannot reasonably estimate
possible loss, or range of loss, in connection wittain of these indemnified matters. In the evleat they are substantial, it could have a
material adverse effect our business, financiatitamm, results of operations or cash flows.

30



Table of Contents

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, antbwe filed, and expect to continue to
file, patent applications seeking to protect netidyeloped technologies and products in various tti@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 thetfiravent, or file patent applications on anyoof discoveries. Patents may not be issued
with respect to any of our patent applications exigting or future patents issued to, or licensgdis and may not provide adequate
protection or competitive advantages for our presiueatents 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 efariireach. Disputes may arise concerning theeostiip 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 médiegice industry with respect to the manufactuse and sale of new products. These
lawsuits relate to the validity and infringementpaftents or proprietary rights of third parties. Way be required to defend against allega
relating to the infringement of patent or proprigteghts of third parties. Any such litigation dduamong other things:

e require us to incur substantial expense, even iimgesuccessful in the litigatio
e 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 damagesyalties in order to license proprietary rigfitam third parties or to satisfy
judgments or to settle actual or threatened litbge

Although patent and intellectual property dispwéthin the orthopedic medical devices industry haften been settled through
assignments, licensing or similar arrangementss@ssociated with these arrangements may be stibstnd could include the long-term
payment of royalties. Furthermore, the requiredgassents or licenses may not be made available tnuacceptable terms. Accordingly, an
adverse determination in a judicial or administtafproceeding or a failure to obtain necessarngassnts or licenses could prevent us from
manufacturing and selling some products or increaseosts to market these products.
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We may be subject to product and other liability chims that may not be covered by insurance and coulequire us to pay substantial
sums. Moreover, fluctuations in insurance expenseald adversely affect our profitability.

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 are 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.

In addition to product liability insurance coveragee hold a number of other insurance policiedpitiog directors’ and officers’
liability insurance, property insurance and workemnpensation insurance. If the costs of maintejradequate insurance coverage should
increase significantly in the future, our operatiagults could be materially adversely impacted.

Our allograft and mesenchymal stem cell allografteould expose us to certain risks which could disrupur business.

Our Biologics business markets tissue under thedonames Trinity Evolutio® and Trinity Elite. Trinity Evolutior® and Trinity Elite
are derived from human cadaveric donors, and adilityalo market the tissues depends on our supgliertinuing to have access to donated
human cadaveric tissue, as well as the maintenafittigh standards by the supplier in its processmeghodology. The supply of such donors
is inherently unpredictable and can fluctuate diree. We believe that Trinity Evolutiochand Trinity Elite are properly classified under the
FDA’s HCT/P regulatory paradigm and not as a mddlesice or as a biologic or drug. There can bassurance that the FDA will not at
some future date re-classify Trinity Evoluti®mand Trinity Elite, and the reclassification of tipisoduct from a human tissue to a medical
device could have adverse consequences for us trdsupplier 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® and Trinity Elite allografts will depend on thesegucts achieving broad market acceptance whicldegend on
the product achieving broad clinical acceptance Jéfiel of third-party reimbursement and the intrcttbn of competing technologies.
Because Trinity Evolutio® and Trinity Elite are classified as HCT/Ps, they é@m time to time be subject to recall for safety
administrative reasons.

Our Biologics business also distributes allogradiducts that are derived from human tissue harddsben cadavers and which are used
for bone reconstruction or repair and which argisatly implanted into the human body. We belielvese allograft products are properly
classified as HCT/P products and not as a med&atd or a biologic or drug. There can be no asmgrshat the FDA would agree that this
regulatory classification applies to these prodacis any regulatory reclassification could haveeasly consequences for us or for the
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. Ologrhft implant business could also be adversdbcaéd 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.
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We may not be able to successfully introduce new pducts to the market, and market opportunities thatwe expect to develop for our
products may not be as large as we expect.

During 2013, we continued to make improvementirenues related to several new products we intestitc@wthe market over the past
two years, including the CONSTRUXMini PTC™ PEEK Titanium Composite Spacer Systemelix ™ Minimally Invasive Spinal
Fixation System, the Firebird ™ Deformity CorrectiBystem, the FORZA™ Spacer System, TL-HEX™ TrueHelkkapod System, Galaxy
Fixation ™ System, Contours LF®Lapidus Plating System, Centron@ihnkle Compression Nail, among others. Despite damming, the
process of developing and introducing new prod(iotduding product enhancements) is inherently ciexpand uncertain and involves risks,
including the ability of such new products to dgtisustomer needs, gain broad market acceptancligimg by physicians) and obtain
regulatory approvals, which can depend, among dhliiegs, on the product achieving broad clinicaleptance, the level of third-party
reimbursement and the introduction of competingtetogies. If the market opportunities that we expe develop for our products,
including new products, are not as large as weaxgeould adversely affect our ability to growrdusiness.

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 ashe tistinctive characteristics,
benefits, safety, clinical efficacy and cost-effeehess of our products compared to alternativelyts, procedures and therapies, and
(ii) train physicians in the proper use and impletagon of our products. We support our sales fae distributors through specialized
training workshops in which surgeons and salesialigs participate. We also produce marketing miafe including materials outlining
surgical procedures, for our sales force and Oistors in a variety of languages using printedewidnd multimedia formats. To provide
additional advanced training for surgeons, consistgth the AdvaMed Code and the Eucomed Code gjnigle we organize monthly
multilingual teaching seminars in multiple locatipincluding our Orthofix Institute for Researchaifiing 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, patigjoty, 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&es many other companies in the medical devickistry. I
we or any such manufacturer fails to meet prodaciiod delivery schedules, it can have an adverpadtron our ability to sell such produc
Further, whether we directly manufacture a produattilize a third-party manufacturer, shortaged spoilage of materials, labor stoppages,
product recalls, manufacturing defects and othailai events can delay production and inhibit duitiy to bring a new product to market in
timely fashion. For example, the supply of Trinifyolution® and Trinity Elite are derived from human cadavenors, and our ability to
market the tissues depends on our supplier conginia have access to donated human cadaveric tssueell as, the maintenance of high
standards by the supplier in its processing metloggo The supply of such donors is inherently udprable and can fluctuate over
time. Further, because Trinity EvolutiBrand Trinity Elite are classified as HCT/Ps, theylddrom time to time be subject to recall for ¢g
or administrative reasons.

Our quarterly operating results may fluctuate.

Our operating results have fluctuated significaimlyhe past on a quarterly basis. Our operatisglte may fluctuate significantly from
quarter to quarter in the future and we may expegdosses in the future depending on a numbexabdifs, including the extent to which our
products continue to gain or maintain market
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acceptance, the rate and size of expendituresrettas we expand our domestic and establish cemniational sales and distribution
networks, the timing and level of reimbursementdor products by third-party payors, the extentvtoch we are subject to government
regulation or enforcement and other factors, mdrwhach are outside our control.

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 kagy msurance on our senior
management team, and the loss of one or more leguéxe officers could have a material adversecefie our operations and development.

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

In order to compete, we must attract, retain antvaie executives and other key employees, inclythiose in managerial, technical,
sales, marketing and support positions. Hiring ietdining qualified executives, engineers, techrstaf and sales representatives are critical
to our business, and competition for experiencepleyees 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 tbe @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 aadfotins of compensation.

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 emtdr We are also periodically subject to, or makanms 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.

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

We sell our products in many countries through paaelent distributors. Generally, our independeless@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 partywe generally have the right to
terminate if the distributor does not meet agresdsstargets 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 ace! 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 disruptionth&air business that cause them to discontinuengaymgoing accounts payable or become
insolvent.
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We face risks related to foreign currency exchangeates.

Because some of our revenue, operating expensets asd liabilities are denominated in foreignmeneies, we are subject to foreign
exchange risks that could adversely affect ouraters and reported results. To the extent thahagr expenses or earn revenue in
currencies other than the U.S. dollar, any chandbe values of those foreign currencies relativiné U.S. dollar could cause our profits to
decrease or our products to be less competitivestghose of our competitors. To the extent thataurrent assets denominated in foreign
currency are greater or less than our currentliiedsi denominated in foreign currencies, we hagteptial foreign exchange exposure. The
fluctuations of foreign exchange rates during 26a8e had an unfavorable impact of $1.1 million ehsales from continuing operations
outside of the U.S. Although we seek to managdaneign currency exposure by matching non-dollgereies and expenses, exchange rate
fluctuations could have a material adverse effecvar results of operations in the future. To mizersuch exposures, we enter into currency
hedges from time to time. At December 31, 2013ha@ outstanding a currency swap to hedge a €28idmforeign currency exposure.

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

We have subsidiaries in several countries. Cedhour subsidiaries sell products directly to otethofix subsidiaries or provide
marketing and support services to other Orthofbsadiaries. These intercompany sales and suppwtites involve subsidiaries operating in
jurisdictions with differing tax rates. Tax autht@s in these jurisdictions may challenge our treatt 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. Thpseduct 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 prodinipments under aspects of their
respective customs laws and treaties. If we araagessful in defending our treatment of customsianmbrt/export classifications, we may
subject to additional customs duties, fines or fimsathat 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 coiestrour business is subject to risks associatddaenducting 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 faaltiand suppliers are located outside the U.S. Aauglly, our future results could be harmed
by a variety of factors, including:

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

» trade protection measures and import or expom$itey 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

e unexpected changes in regulatory requirements

» application of the FCPA and other &bribery or an-corruption laws to our operatior

35



Table of Contents

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 caat#id that would expand our market sector or glpkedence. We also seek additional
products appropriate for current distribution chelanThe search for an acquisition of another cammat product line by us could result in
our incurring costs from such efforts as well asdindertaking of new debt and contingent liabgiiem such searches or acquisitions. Such
costs may be incurred at any time and may varyz@mdepending on the scope of the acquisition odyet 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 winiely 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., is party to a senior secured bank credit facility that contais significant financial and
operating restrictions, including financial covenarns that we may be unable to satisfy in the future.

On August 30, 2010, Orthofix Holdings, Inc. (“OrthoHoldings”) entered into a credit agreement (tBeedit Agreement”) with
respect to a new senior secured bank credit faailith a syndicate of financial institutions, anged these borrowings to repay all amounts
owed under the prior credit facility. The Creditrgment was further amended in May 2011. We, artdineof Orthofix Holdings'direct anc
indirect subsidiaries, including Orthofix Inc. aBthckstone, have guaranteed the obligations ofd@@ikiHoldings under the senior secured
bank facility. The senior secured bank facility ypdes for (1) a five-year term loan facility of $lénillion, which was paid in full during
2012, and (2) a five-year revolving credit facildfy$200 million of which we had $20 million outstding and $180 million available to be
drawn as of December 31, 2013.

The Credit Agreement contains negative covenamibicafle to us and our subsidiaries, includingriesbns on indebtedness, liens,
dividends and mergers and sales of assets. Thét @ggedement also contains certain financial covesand a breach of these covenants
could result in an event of default under the Gradreement, which could permit acceleration ofdiebt payments under the facility. We
believe that we were in compliance with the negatiovenants, and there were no events of defaldeeember 31, 2013. Further, we
believe that we should be able to meet these finboavenants in future fiscal quarters; howevieeré can be no assurance that we will be
able to do so, and failure to do so could resudtrirevent of default under the Credit Agreementciwvbould have a material adverse effect on
our financial position.
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In the event we fail to comply with the terms of dLimited Waiver” we have received from our lenders,we could be in default under
our senior secured credit facility.

On August 14, 2013, we and certain required lepdeties (the “Lenders”) entered into a Limited Waaiythe “Limited Waiver”)
pursuant to the Credit Agreement described abomdetthe Limited Waiver, the Lenders collectivelgived requirements under the Credit
Agreement that we deliver quarterly consolidatedricial statements with respect to the fiscal guanding on June 30, 2013 and
September 30, 2013, and related financial covecentificates, until the earlier of (i) March 31,12Dor (ii) the date that is one day after such
consolidated financial statements are publiclydfibe released. In addition, the Limited Waiver pded that the restatement of our
consolidated financial statements for any periodirgnon or before March 31, 2013 will not consttat default or event of default provided
that within one business day after the public ear filing of such restated consolidated finangiatements, we deliver corrected
consolidated financial statements and complianci#icates with respect to such restated periodsiammediately pay any additional interest
and other fees that would have been owed had afdiinterest and fees originally been calculateskd on the restated consolidated
financial statements.

As of the date hereof, we have delivered the qudgartensolidated financial statements for the geraehded, and are in the process of
delivering our audited consolidated financial statats for the year ended, December 31, 2013, asiled above. However, in the event that
we do not satisfy these respective obligations utiteLimited Waiver and/or the Credit Agreememtexent of default could be declared
under the Credit Agreement, which could have a risdtadverse effect on our financial position.

The conditions of the U.S. and international capiteand credit markets may adversely affect our abilly to draw on our current
revolving credit facility, our ability to obtain fu ture short- or long-term lending or our interest expense under our existing credit
facility.

We maintain a five-year revolving credit facilitf $200 million upon which we had $180 million awdile to be drawn as of
December 31, 2013, pursuant to the Credit Agreemestribed above. However, to the extent our basinequires us to access the credit
markets in the future and we are not able to dinstyding in the event that lenders cease to teruk, or cease to be capable of lending, for
any reason, we could experience a material andrseli@pact on our financial condition and abiliyttorrow additional funds. This might
impair our ability to obtain sufficient funds fororking capital, capital expenditures, acquisitiaesearch and development and other
corporate purposes.

Borrowings under our existing credit facility beaterest at a floating rate, which will be, at aytion, either the London Inter-Bank
Offered Rate (“LIBOR”) plus an applicable marginaobase rate plus an applicable margin (in each @slgject to adjustment based on
financial ratios). Such applicable margin will e to 3.25% for LIBOR borrowings and up to 2.25% lfaise rate borrowings depending upon
a measurement of the consolidated leverage ratiorespect to the immediately preceding four figpadrters. Our overall effective interest
rate as of December 31, 2013 on our senior sedealtiwas 2.7%. Our interest expense that we inedeuour credit facilities could increase
if there are increases in either the LIBOR ratbamse rate. (See Part I, Item 7A, “Quantitative @ulitative Disclosures 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 igiag@ur accounting policies have a significant &ajpon our consolidated results
operations (see Part Il, Iltem 7A, “Quantitative &uhlitative Disclosures About Market Risk” undee tsubheading “Critical Accounting
Policies and Estimates”). Such methods, estimatdguaigments are, by their nature, subject to suiist risks, uncertainties and
assumptions, and factors may arise over time #zatd us to change our methods, estimates and jmdgn@hanges in those methods,
estimates and judgments could significantly afteatresults of operations.
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Valuation adjustments to “goodwill”, which represens a significant portion of our total assets, may @versely affect our net income
and we may never realize the full value of our intagible 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 materialerttration of goodwill increases the risk of a lacfparge to earnings if recoverability of
goodwill is impaired, which would have an adverffea on our net income.

Provisions of Curacao law may have adverse consequees for our shareholders.

We were organized under the laws of the Netherl&mdiles in 1987, with our principal executive mf in the Netherlands Antilles
located on the island of Curagao. Prior to Octditgr2010, the Netherlands Antilles, together witlhul#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 Nettdglantilles, Aruba and the Netherlands, the Ne#rett Antilles was dissolved effective
October 10, 2010. Also effective October 10, 2@ @racao became an individual constitutional emtitthin the Kingdom of the Netherlanc
having its own government and laws. As a resuthefconstitutional reform and the dissolution @ tetherlands Antilles, the Netherlands
Antilles law ceased to exist and the Company is adduracao legal entity subject to Curacao lanh@gh Curacao has become a separate
and autonomous country with its own laws and regarla, the civil and corporate Netherlands Antilies, as they applied to the Company
before October 10, 2010, did not change underdhstiutional reform. In effect, Curacao has addptes Netherlands Antilles civil and
corporate law (to which the Company was subject) Was in effect prior to October 10, 2010.

Our corporate affairs are therefore now governeduoyArticles of Association and the corporate BwWuragao as laid down in Book 2 of
Curacao Civil Code (“CCC”). Although certain of theovisions of the CCC resemble certain of the fgiowns of the corporation laws of a
number of states in the U.S., principles of lavatiel to such matters as the validity of corpoptEedures, the fiduciary duties of
management and the rights of our shareholders riffe@y ftom those that would apply if the Companyreéncorporated in a jurisdiction
within the U.S. For example, there is no statutagiit of appraisal under Curacao corporate law,igitinere a right for shareholders of a
Curacao corporation to sue a corporation derivtive addition, we have been advised by Curacamsel that it is unlikely that (1) the
courts of Curacao would enforce judgments enteyed.B. courts predicated upon the civil liabilitsopisions of the U.S. federal securities
laws and (2) actions can be brought in Curagaelation to liabilities predicated upon the U.S.d&al securities laws.

ltem 1B. Unresolved Staff Comments

None.
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ltem 2. Properties

Our principal facilities as of December 31, 2018:ar

Approx.
Square
Facility Location Feet Ownership

Manufacturing, warehousing, distribution and reskand development facility for

Spine and Orthopedics Products and administratigiitfy for Corporate, Spine, al

Biologics Lewisville, TX 140,00( Lease!
Research and development, component manufactuyiradity control and training

facility for fixation products and sales managemaéigtribution and administrative

facility for Italy Verona, Italy 38,00( Ownec
International Distribution Center for Orthofix practs Verona, Italy 18,00( Lease!
Sales management, distribution and administratifrees Florham Park, N. 2,70C Lease!
Sales management, distribution and administratiedify for United Kingdomr Maidenhead, Englan 18,46( Lease!
Sales management, distribution and administratiedify for Brazil Curitiba, Brazil 1,06t Lease!
Sales management, distribution and administraticéify for Brazil Sao Paulo, Braz 21,61; Lease!
Sales management, distribution and administratiedify for France Arcueil, France 8,50( Lease!
Sales management, distribution and administraticédify for Germany Ottobrunn, German 16,14¢ Lease!
Sales management, distribution and administratiedify for Puerto Ricc Guaynabo, Puerto Ric 2,99¢ Lease!
Item 3. Legal Proceedings

We are party to outstanding legal proceedings,stigations and claims as described below. We belibat it is unlikely that the
outcome of each of these matters, including thaersmtiscussed below, will have a material adveffeet on our Company and its
subsidiaries as a whole, notwithstanding that tifaworable resolution of any matter may have a nateffect 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 maderagais as described in the paragraphs
below, and there can be no assurance that theatitiresolution of any such matter will not haveaierial adverse impact on our
consolidated financial position, results of oparasi, or cash flows.

We record accruals for certain outstanding legateedings, investigations or claims when it is ptb that a liability will be incurred
and the amount of the loss can be reasonably dstilni@&/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 dacmue the loss. However, if the loss
(or an additional loss in excess of the accruad} igast a reasonable possibility and materiah thie 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 probablesaisanable 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 andchtfaithe asserted or possible damages or loss gentig (if reasonably estimable), the
progress of the matter, existing
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law and precedent, the opinions or views of legainsel and other advisers, the involvement of ti& Government and its agencies in such
proceedings, our experience in similar mattersthadexperience of other companies, the facts @Jaita us at the time of assessment, and
how we intend to respond, or have responded, tpritheeeding, investigation or claim. Our assessmttitese factors may change over time
as individual proceedings, investigations or claprmsgress. For matters where we are not currebtly t® reasonably estimate a range of
reasonably possible loss, the factors that haveibated to this determination include the follogir(i) the damages sought are indetermir

or an investigation has not manifested itself fileal civil or criminal complaint, (ii) the matteie in the early stages, (iii) the matters invc
novel or unsettled legal theories or a large oeuiain number of actual or potential cases or @srind/or (iv) discussions with the
government or other parties in matters that magx¥pected ultimately to be resolved through negotiaand settlement have not reached the
point where we believe a reasonable estimate of tmsrange of loss, can be made. In such instameebelieve that there is considerable
uncertainty regarding the timing or ultimate resioln of such matters, including a possible evenlosd, fine, penalty or business impact, if
any.

In addition to the matters described in the pangiggdelow, in the normal course of our businessamganvolved in various lawsuits
from time to time and may be subject to certaireottontingencies. To the extent losses relateldeset contingencies are both probable and
reasonably estimable we accrue appropriate amauttie accompanying financial statements and pedidclosures as to the possible range
of loss in excess of the amount accrued, if sungeas reasonably estimable. We believe lossemdi@dually and collectively immaterial
to a possible loss and range of loss.

Matters Related to the Audit Committee’s Review andhe Restatement of Certain of our Consolidated Fiancial Statements.
Audit Committee Review

In July 2013, our Audit Committee began conductingndependent review, with the assistance of detsiofessionals, of certain
accounting matters. This review resulted in thdagilee to restate certain of our previously filechsolidated financial statements. As a result
of this review and the restatement of certain afeviously filed consolidated financial statenseithe filing of our Quarterly Reports on
Form 10-Q for the quarterly periods ended Jun€803 and September 30, 2013, and this Report, otasnmely. We filed our Quarterly
Report on Form 10-Q for the quarterly period endigne 30, 2013 on March 24, 2014, and filed our @usrReport on Form 10-Q for the
quarterly period ended September 30, 2013 on M25¢l2014. We also have filed this Annual Reporthendate hereof.

SEC Enforcement Staff Review

In connection with the initiation of the Audit Conittee’s independent review, we initiated contadhwhe staff of the Division of
Enforcement of the SEC (the “SEC Enforcement SYafifJuly 2013 to advise them of these matters. Aidit Committee, through its
counsel, has been in direct communication withSB€ Enforcement Staff regarding these matterspatiuthe Company and the Audit
Committee are cooperating fully with the SEC Enémnent Staff's review of these matters. The Compwasyreceived requests from the SEC
Enforcement Staff for documents and other infororationcerning various accounting practices, intezoatrols and business practices. Such
requests cover the years ended December 31, 20120412, and in some instances, prior periods.dhigcipated that we may receive
additional requests from the SEC Enforcement $tattie future. We have further provided notice @ning these matters to the Office of
Inspector General of the U.S. Department of Heatlith Human Services ("HHS-OIG”) pursuant to our cogte integrity agreement with
HHS-OIG (which agreement is described below in l@m 3).

We cannot predict if, when or how this matter Wil resolved or what, if any, actions we may beirequo take as part of any
resolution of these matters. Any action by the SHBS-OIG or other governmental agency could resutivil or criminal sanctions against
us and/or certain of our current and former officelirectors and employees. The matter is at dp stage and, at this time, we cannot
reasonably estimate the possible loss, or rantmssf in connection with it.
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Securities Class Action Complaint

On August 14, 2013, a securities class action camfphgainst the Company, currently styled TejirBieigh v. Orthofix International
N.V., et al. (No.:1:1-cv-05696-JGK), was filed in the United States BistCourt for the Southern District of New Yorkising out of the
then anticipated restatement of our prior finanstatements and the matters described above. Iticendidd the Company, Alan W. Milinazzo,
our former President and Chief Executive OfficespRrt S. Vaters, our former President and Chiefchttee Officer, Brian McCollum, our
former Chief Financial Officer, Bradley R. Masomy@urrent President and Chief Executive Officeld &mily Buxton, our current Chief
Financial Officer, are named as defendants. Theabige complaint has not yet been filed in theatfollowing the appointment by the court
of a lead plaintiff. Accordingly, the allegatiorsat the lead plaintiff ultimately intends to makethis action are unknown. The matter is at an
early stage and, at this time, we cannot reasorestisnate the possible loss, or range of losspimection with it.

Matters Related to Promeca

On July 10, 2012, we entered into definitive agreets with the DOJ and the SEC agreeing to settlsalérinitiated and self-reported
internal investigation of our Mexican subsidiaryoieca S.A. de C.V. (“Promeca”), regarding non-cbamge by Promeca with the Foreign
Corrupt Practices Act (the “FCPA”"). Under the terofithese agreements, we voluntarily disgorgeditsrtd the United States government in
an amount of $5.2 million, inclusive of pre-judgnhérterest, and agreed to pay a fine of $2.2 mmllié/e paid $2.2 million in July 2012 and
$5.2 million in September 2012. As part of thelsetent, we entered into a three-year deferred prase agreement (“DPA”) with the DOJ
and a consent to final judgment (the “Consent"hwite SEC.

The DOJ has agreed not to pursue any criminal elsaaigainst us in connection with this matter ifowply with the terms of the
DPA. The DPA takes note of our self-reporting aé tlmatter to DOJ and the SEC, and of remedial nteasincluding the implementation of
an enhanced compliance program, previously undemtdl us. The DPA and the Consent collectively iregamong other things, that with
respect to anti-bribery compliance matters we stwitinue to cooperate fully with the governmenainy future matters related to corrupt
payments, false books and records or inadequataltcontrols. In that regard, we have represethi@dve have implemented and will
continue to implement a compliance and ethics gnogdesigned to prevent and detect violations oFtBBA and other applicable anti-
corruption laws. We will periodically report to th@vernment during the term of the DPA regardinchstemediation and implementation of
compliance measures. As part of the settlemenglsgeagreed pursuant to the Consent to certaintiegmbligations to the SEC regarding
the status of our remediation and implementatioconfipliance measures. In the event that we faibtaply with these obligations, we could
be subject to criminal prosecution by the DOJ far ECPA-related matters we self-reported.

Review of Potential Improper Payments Involving Brail Subsidiary

In August 2013, our internal legal department watified of certain allegations involving potentiaiproper payments with respect to
our Brazilian subsidiary, Orthofix do Brasil. Wegaged outside counsel to assist in the revieweasfdahmatters, focusing on compliance with
applicable anti-bribery laws, including the FCPAid review remains ongoing. The FCPA and relatedipions of law provide for potential
criminal and civil sanctions in connection with iantibery violations, including criminal fines, ciyienalties, disgorgement of past profits
other kinds of remedies. We currently cannot reabbnestimate a possible loss, or range of losspimection with this review.

Consistent with the provisions of the DPA and tlumg§znt described above, the Company contacted@dealdd the SEC in August
2013 to voluntarily self-report the Brazil-relateliegations, and the Company and
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its counsel remain in contact with both agencigarging the status of the review. In the event thatDOJ and the SEC find that the matters
related to our Brazilian subsidiary could give rise review of our obligations under the termshaf DPA and/or the Consent, we currently
cannot reasonably estimate a possible loss, oerahipss, in connection with that review, inclugliany effects it may have with respect to
the DPA and the Consent.

Corporate Integrity Agreement with HHS-OIG

As previously disclosed, on June 6, 2012, we edtet® a definitive settlement agreement with theteéd States of America, acting
through the DOJ and on behalf of HHS-OIG; the TRREAManagement Activity, through its General Counthed Office of Personnel
Management, in its capacity as administrator offtbderal Employees Health Benefits Program; théddrbtates Department of Veteran
Affairs; and the qui tam relator, pursuant to whiod agreed to pay $34.2 million (plus interest edta of 3% from May 5, 2011 through the
day before payment was made) to settle criminalc@ritimatters related to the promotion and markg®f our regenerative stimulator
devices (which we have also described in the mastia“bone growth stimulator devices”). In conm@etwith such settlement agreement,
Orthofix Inc., our wholly owned subsidiary, als@glguilty to one felony count of obstruction ofuamé 2008 federal audit (8§18 U.S.C. 1516)
and paid a criminal fine of $7.8 million and a mataty special assessment of $400. Also as previalistlosed, on October 29, 2012, we,
through Blackstone, entered into a definitive setttnt agreement with the U.S. government and thenourelator, pursuant to which we p
$32 million to settle claims (covering a periodoprio Blackstone’s acquisition by us) concerning tompensation of physician consultants
and related matters. All of the $32 million we ppigtsuant to such settlement was funded by procgedsceived from an escrow fund
established in connection with our acquisition tddkstone in 2006.

On June 6, 2012, in connection with these settlésn@re also entered into a five-year corporategiite agreement with HHS-OIG
(the “CIA”). The CIA acknowledges the existence of our curremgiance program and requires that we continueamtain during the ter
of the CIA a compliance program designed to proncotapliance with federal healthcare and FDA reguésts. We are also required to
maintain several elements of our previously exisprogram during the term of the CIA, including mtaining a Chief Compliance Officer, a
Compliance Committee, and a Code of Conduct. Ther€fuires that we conduct certain additional caerple-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 ttd¢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 sgwithat may be reimbursed by federal healthcamgrams. We are also subject to periodic
reporting and certification requirements attesthnat 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 dived the CIA, we could be excluded
from participation in federal healthcare programd/ar subject to monetary penalties.

Matters Related to Our Former Breg Subsidiary and Pssible Indemnification Obligations

On May 24, 2012, we sold Breg to an affiliate oftéreStreet Healthcare Partners Il, L.P. (“Watee&tf) pursuant to a stock purchase
agreement (the “Breg SPA”"). Under the terms ofBheg SPA, upon closing of the sale, the Companyitarglibsidiary, Orthofix
Holdings, Inc., agreed to indemnify Water Street Bneg with respect to certain specified mattersiuding (i) the government investigation
and product liability matters regarding the pregiguowned infusion pump product line described faeland (ii) pre-closing sales of cold
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therapy units and certain post-closing sales af dwérapy units. We have established an accrudd & million for our indemnification
obligations in connection with the July 2012 vetdiescribed in the third paragraph below, howeaetyal liability in this case could be
higher or lower than the amount accrued. We havestablished any accrual in connection with ohepbindemnification obligations under
the Breg SPA, and currently cannot reasonably estirthe possible loss, or range of loss, in commeetith certain of such obligations
(including with respect to the matters describethanthree paragraphs 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 EdiBtates alleging that the local anesthetic, vdigmensed by such infusion pumps inside a
joint, causes a rare arthritic condition cal*‘chondrolysis.” The Company incurred losses fotlsetents and judgments in connection with
these matters during 2013, 2012 and 2011 for $@libm $6.8 million and $1.8 million, respectivelin addition, several cases remain
outstanding for which the Company currently cameasonably estimate the possible loss, or rantpessf

On or about August 2, 2010, Breg received a HIPABp®ena issued by the DOJ. The subpoena seeks dntufrom us and our
subsidiaries for the period of January 1, 2000ublothe date of the subpoena. We believe that destiproduction in response to the
subpoena was completed as of July 2012. We beiatahis subpoena relates to an investigatiorhbyxOJ into whether Breg’s sale,
marketing and labeling of local infusion pumps fiain management, prior to Breg's divestiture of fhioduct line in 2008, complied with
FDA regulations and federal law. We are currentigperating with the U.S. Government in connectidti 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 icerg years, mostly in California state court,
alleging that the use of cold therapy causes gkilice 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 damagés dase remains subject to appeal. We believehtbatamages are without merit;
however, the ultimate outcome is uncertain. We iptety established an accrual and related chardestmntinued operations of $4.2 million
for both compensatory damages and exemplary danfiegesr indemnification obligations in connectiaith this July 2012 verdict;
however, actual liability in this case could beltggor lower than the amount accrued.

ltem X. Executive Officers of the Registrant

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

Name Age Position

Bradley R. Mason 6C  President and Chief Executive Officer and Dire:

Emily V. Buxton 37  Chief Financial Office

Michael M. Finegat 50 Chief Strategy Office

Jeffrey M. Schumn 52  Chief Administrative Officer, General Counsel anorrate Secretal
Davide Bianch 49  President, Global Extremity Fixatic

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

Bradley R. Mason.Mr. Mason was appointed as the ComparBiesident and Chief Executive Officer and asradbor in March 201z
He had previously served as the Company’s Grougidrat, North America from
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June 2008 through October 2009, and as a Stradelyisor from November 2009 through October 2010ewhe had originally retired from
the Company. Prior to being appointed as GroupitRas North America, he had served as a Vice Beasiof the Company since December
2003, when the Company acquired Breg, Inc. Pridistacquisition by Orthofix, Mr. Mason had senasiPresident and Chairman of Breg, a
company he principally founded in 1989 with fivéhet shareholders. Mr. Mason has over 30 yearspdrénce in the medical device
industry, some of which were spent with dj Orthapsdformally DonJoy) where he held the positiorEskcutive Vice President. After his
original retirement from Orthofix in 2010, he seivia a variety of part-time consulting and advisoles, including as a consultant to
Orthofix from October 2012 to March 2013. Mr. Masserthe named inventor on 38 issued patents intth®pedic product arena. He
graduated Summa Cum Laude with an Associate ofgktkAssociate of Science degree from MiraCostéeGel

Emily V. Buxton. Ms. Buxton was named Chief Financial Officer in ARO013 after previously having served as Interitrief
Financial Officer since November 2012. She joineth@fix’s corporate finance group in 2003, advagdio the position of Vice President,
Controller in December 2008. After holding the piosi of Vice President, Controller, Ms. Buxton seahvas Chief Financial Officer of Global
Orthopedics for Orthofix from July 2010 to the timieher appointment as Interim Chief Financial €fi. Prior to joining Orthofix,
Ms. Buxton worked for two large public companiegheir Securities and Exchange Commission repodegartments and prior to that she
worked in public accounting. She received her Bteof Arts degree in Accounting from Columbialiége, Columbia, SC.

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 Senior Vice Prasi@isiness Development, and
President, Biologics, and in June 2013, to hisentrposition as Chief Strategy Officer. Prior tmjog Orthofix, Mr. Finegan spent sixteen
years as an executive with Boston Scientific irumber of different operating and strategic rolesstmecently as Vice President of Corpo
Sales. Earlier in his career, Mr. Finegan heldssatel marketing roles with Marion Laboratories apent three years in banking with First
Union Corporation (Wachovia). Mr. Finegan earndglfain Economics from Wake Forest University.

Jeffrey M. Schumm.Mr. Schumm joined Orthofix International N.V. assistant General Counsel in January 2007, was peghtot
Senior Vice President, General Counsel and Corp@atretary in October 2010 and, in June 2013 naased as the Company’s Chief
Administrative Officer, General Counsel, and CogierSecretary. From 2004 to 2006, Mr. Schumm seagedice President and General
Counsel for Regeneration Technologies, Inc. Eairidris career, he served as an Assistant Atto@myeral for the State of Florida, as an
associate at Holland & Knight LLP and as a StatbAtey at the Supreme Court of Florida. Mr. Schureneived his Bachelors of Science in
Electrical Engineering and Masters in Business Adstiation from Lehigh University, and he is a magum laude graduate of the Florida
State University College of Law.

Davide Bianchi.Mr. Bianchi joined Orthofix International N.V. aseéBident, International Extremity Fixation in J@2913 and was
named as the CompayPresident, Global Extremity Fixation in Decem®@t3. From February 2009 through June 2013, Mmd&iaserve(
as President of the Heart Valve Global Business atrfsorin Group. Earlier in his career, he spentyears with Edwards Lifesciences, wt
he served as the European Marketing Manager; tk@8ss Director, Emerging Markets; the Managing&ior, Germany; the VP, Sales;
and, most recently, the VP, Marketing, EMEA. MraB¢hi received his M.B.A. from ISTUD Milano.

ltem 4. Mine Safety Disclosure

Not applicable.
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PART II

ltem 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 Nas@i&jobal Select Market under the symbol “OFIX.” Tledldwing table shows the quarterly
range of high and low sales prices for our commooksas reported by Nasd&dor each of the two most recent fiscal years ended
December 31, 2013. As of March 24, 2014 we had#&ers of record of our common stock. The clogirige of our common stock on
March 24, 2014 was $24.79.

High Low

2012

First Quartel $42.9: $34.2¢
Second Quarte 41.2¢ 35.5¢
Third Quartel 44.9( 40.2¢
Fourth Quarte 45,57 36.47
2013

First Quartel $39.9¢ $35.87
Second Quarte 35.7¢ 26.1¢
Third Quartel 28.5¢ 20.77
Fourth Quarte 22.9( 19.6¢

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 taxationgpeired to pay additional withholding and inconmreda such amounts received from our
subsidiaries.

Recent Sales of Unregistered Securities
There were no securities sold by us during 2018wesae not registered under the Securities Act.

Exchange Controls

Although there are Curacao laws that may imposeidarexchange controls on us and that may affecptyment of dividends, interest
or other payments to nonresident holders of ounritées, 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 controladtiition, we are subject to the risk of changgsoiitical conditions or economic policies
that could result in new or additional currencyeschange controls or other restrictions being iredasn 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 lims of the Netherlands Antilles and is headquadén Curacao. On October 10,
2010, the Netherlands Antilles ceased to exist@m@cao became a separate and
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autonomous country. As of October 10, 2010, theslasithey existed under the Netherlands Antillésraatically became the laws of the
country of Curacao. Our tax rulings and agreemasithey existed under the Netherlands Antilles nerimeeffect. Under the laws of the
country of Curacao as currently in effect, a holofeshares of common stock who is not a resideraired during the taxable year has not
engaged in trade or business through a permanilisement in Curacao will not be subject to Camicome tax on dividends paid with
respect to the shares of common stock or on gaalized during that year on sale or disposal of slnares; Curacao does not impose a
withholding tax on dividends paid by us. There moggift or inheritance taxes levied by Curacao wlarthe time of such gift or at the time
death, the relevant holder of common shares wadamtciled in Curacao. No reciprocal tax treatysarly exists between Curacao and the
u.S.

Performance Graph

The following performance graph in this Item 5 lmtAnnual Report on Form 10-K is not deemed tédodiciting material” or to be
“filed” with the SEC or subject to Regulation 14ADAC under the Securities Exchange Act of 193 ¢ine 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 istah a filing.

The graph below compares the five-year total retarshareholders for Orthofix common stock with amable return of two indexes:
the Nasdaq Stock Market and Nasdaq stocks foralrgnedical, and dental instruments and supplies.

46



Table of Contents

The graph assumes that you invested $100 in Oxtl@dimmon Stock and in each of the indexes on Deee3ib, 2008
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, 2013, 2012, 201 and 2009 have been deri'
from our audited consolidated financial statemehite audited consolidated financial statements Ihaea restated for the fiscal years ended
December 31, 2012, 2011 and 2010 and the restatdrasteen reflected in the information providekbleIn addition, we have previously
determined that errors existed in the Company’siptsly issued financial statements for the fisedr ended December 31, 2009, for which
the Company is including such previously restatgdrimation below. The financial data as of Decen8#er2013 and 2012 and for the years
ended December 31, 2013, 2012 and 2011 shouldabdeineonjunction with, and are qualified in theitirety by, reference to Item 7 under
the heading “Management’s Discussion and Analysimancial Condition and Results of Operationsl aur consolidated financial
statements and notes thereto included elsewhéhésiiForm 10-K. For more information about the aéstnent of certain of our consolidated
financial statements, see Part Il, Item 8, “FinahStatements and Supplementary Data” — Note 2st&ement of the Consolidated Financial
Statements.” Our consolidated financial statemeat® been prepared in accordance with accountingipies generally accepted in the U.S.
(“GAAP").

Year ended December 31
2013 2012 2011 2010 2009
(Restated) (Restated) (Restated) (Restated)
(U.S. Dollars in thousands, except margin and pehsre data)

Consolidated operating results

Net sales $400,53: $447,58: $441,97: $462,57: $429,23°
Gross profit 298,23 349,32 346,44 365,47 329,97:
Gross profit margit 75% 78% 78% 79% 77%
Total operating income (loss) ( (5,087%) 76,63¢ 5,90( 65,98¢ 37,52¢
Net income (loss) from continuing operatic (14,909 45,05( (16,219 30,99° 10,46¢
Net income (loss) from discontinued operati (10,607 (2,217) (1,892 13,29¢ 12,45:
Net income (loss) (1) (2) (¢ $(25,51) $ 42,83¢ $(18,110 $ 44,29¢ $ 22,920
Net income (loss) per share of common stock:
Basic:
Net income (loss) from continuing operatic $ (0.80 $ 237 $ (0.89 $ 1.7¢ $ 0.61
Net income (loss) from discontinued
operations (0.57) (0.12) (0.10 0.7¢ 0.7:
Net income (loss $ (1.39) $ 2.2t $ (0.99 $ 252 $ 1.34
Net income (loss) per share of common stoc
Diluted:
Net income (loss) from continuing operatic $ (0.80 $ 23C $ (0.89 $ 1.7: $ 0.61
Net income (loss) from discontinued
operations (0.57) (0.17) (0.10 0.74 0.72
Net income (loss $ (1.3 $ 221 $ (0.99 $ 2.4 $ 1.3t

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

(2) Includes the gain on sale of vascular operatior&8d$ million for the year ended December 31, 2!

(3) Operating income includes charges related & BGovernment resolutions of $1.3 million and $5Willion for the years ended
December 31, 2012 and 2011, respectiv
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As of December 31

(at year-end) 2013 2012 2011 2010 2009
(Restated) (Restated) (Restated) (Restated)
(U.S. Dollars in thousands, except share dat
Consolidated financial position
Total asset $ 423,18 $ 472,89 $ 685,38( $ 608,25: $ 595,72.
Total debt 20,00( 20,01¢ 210,01: 220,00° 254,67:
Shareholder equity 310,49: 367,83: 292,07: 293,91t 232,62(
Weighted average number of shares of
common stock outstanding (bas 18,697,22 18,977,26 18,219,34. 17,601,95 17,119,47.
Weighted average number of shares of
common stock outstanding (dilute 18,697,22 19,390,41 18,219,34. 17,913,54 17,202,94
The effect of the restatements of the Company’s@edl Financial Data are as follows:
Year ended December 31
2012 2011
(U.S. Dollars, in thousands, except margin and peshare data)
Previously Previously
Reported Adjustments Restated Reported Adjustments Restated
Consolidated operating results
Net sales $462,32( $ (14,739 $447,58: $470,12: $ (28,150 $441,97:
Gross profit 375,82¢ (26,500 349,32¢ 377,50: (31,059 346,44
Gross profit margit 81% (3)% 78% 80% (2% 78%
Total operating income (los 89,01( (12,37¢) 76,63¢ 31,30¢ (25,409 5,90(
Net income (loss) from continuir
operations 53,93¢ (8,88¢) 45,05( (1,740 (14,479 (16,219
Net income (loss) from discontinu
operations (2,64 42¢ (2,2172) 667 (2,559 (1,897)
Net income (loss $ 51,29t $ (8.45) $ 42,83¢ $ (1,079 $ (17,03) $(18,110
Net income (loss) per share of commc
stock — Basic:
Net income (loss) from continuing
operations $ 2.84 $ (049 $ 237 $ (0.10 $ (0.79 $ (0.89
Net income (loss) from
discontinued operatior (0.19 0.0z (0.12) 0.04 (0.14) (0.10
Net income (loss $ 2.7¢ $ (049 $ 2.2F $ (0.06) $ (0.99 $ (0.99
Net income (loss) per share of commc
stock — Diluted:
Net income (loss) from continuing
operations $ 2.7¢ $ (0.4¢) $ 2.3¢ $ (0.10 $ (0.79 $ (0.89
Net income (loss) from
discontinued operatior (0.19 0.0¢ (0.17) 0.04 (0.14) (0.10
Net income (loss $ 2.64 $ (049 $ 221 $ (0.06 $ (0.99 $ (0.99
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As of December 31

(at year-end) 2012 2011
(U.S. Dollars, in thousands, except share dat
Previously Previously
Reported Adjustments Restated Reported Adjustments Restated
Consolidated financial position
Total asset $ 504,28 $ (31,389 $ 472,89 $ 704,47. $ (19,09 $ 685,38(
Total debt 20,01¢ — 20,01¢ 210,01: — 210,01:
Shareholder equity 399,09¢ (31,26¢) 367,83: 315,17: (23,097 292,07:
Weighted average number of shares o
common stock outstanding (bas 18,977,26 — 18,977,26 18,219,34 — 18,219,34
Weighted average number of shares of
common stock outstanding (dilute 19,390,41 — 19,390,41 18,219,34 — 18,219,34
Year ended December 31
2010 2009
(U.S. Dollars, in thousands, except margin and peshare data)
Previously Previously
Reported Adjustments Restated Reported Adjustments Restated
Consolidated operating results
Net sales $460,62! $ 1,94C $462,57: $430,47! $ (1,247 $429,23°
Gross profit 370,16t (4,690 365,47¢ 333,61t (3,647 329,97:
Gross profit margit 80% (1)% 79% 7% — 77%
Total operating income (los 66,25( (26€) 65,98¢ 42,10¢ (4,587) 37,52¢
Net income (loss) from continuir
operations 27,75¢ 3,23¢ 30,991 9,00¢ 1,46: 10,46¢
Net income (loss) from discontinu
operations 16,45( (3,15)) 13,29¢ 15,46¢ (3,019 12,45:
Net income (loss $ 44,20¢ $ 88 $ 44,29¢ $ 24,47 $ (1,550 $ 22,92:
Net (loss) income per share of common
stock:
Basic:
Net income (loss) from continuing
operations $ 1.5¢ $ 0.1¢ $ 1.7¢ $ 0.5¢ $ 0.0¢ $ 0.61
Net income (loss) from discontinued
operations 0.9: (0.17) 0.7¢ 0.9C (0.17) 0.7:
Net income (loss $ 251 $ 0.01 $ 252 $ 1.4¢ $ (0.09 $ 1.34
Net (loss) income per share of common
stock:
Diluted:
Net income (loss) from continuing
operations $ 1.5t $ 0.1¢ $ 1.7: $ 0.5 $ 0.0¢ $ 0.61
Net income (loss) from discontinuec
operations 0.92 (0.1¢) 0.74 0.9C (0.18) 0.72
Net income (loss $ 2.4 $ — $ 2.4 $ 1.4 $ (0.09 $ 1.32
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As of December 31

(at year-end) 2010 2009
(U.S. Dollars, in thousands, except share dat
Previously Previously
Reported Adjustments Restated Reported Adjustments Restated
Consolidated financial position
Total asset $ 612,92¢ $ (4,679 $ 608,25: $ 601,69( $ (5,969 $ 595,72.
Total debt 220,00 — 220,000 254,67 — 254,67
Shareholder equity 300,89: (6,977) 293,91t 240,26¢ (7,649 232,62(
Weighted average number of shar
of common stock outstanding
(basic) 17,601,95 — 17,601,95 17,119,47. — 17,119,47.
Weighted average number of shares
of common stock outstanding
(diluted) 17,913,54 — 17,913,54 17,202,94. — 17,202,94
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ltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

As discussed below and in Item 8, “Financial staets and Supplementary Data — Notes to the Comdetid-inancial Statements —
Note 2— Restatement of the Consolidated Financial Statesyieve have restated our previously issued additssolidated financial
statements for the fiscal years ended Decembe2@®P, and 2011 and our unaudited condensed contalifiaancial statements for each of
the quarters within 2012 and 2011 and the firstiguaf 2013. Accordingly, the Management's Dis¢ossand Analysis of Financial
Condition and Results of Operations set forth beleflects the effects of the restatement.

The following discussion and analysis addressesabdts of our operations which are based upowrdhsolidated financial statements
included herein, which have been prepared in aecmel with GAAP. This discussion should be readimjunction with “Forward-Looking
Statements” and our consolidated financial statésn@md notes thereto appearing elsewhere in this EO-K. This discussion and analysis
also addresses our liquidity and financial condiémd other matters.

Restatement of Previously Issued Consolidated Finaral Statements

As described further below and herein, this ForrKl@flects the restatement of our consolidatedritial statements as of and for each
of the years ended December 31, 2012 and Decerib@031. The restatement of our original Form 1fkthe year ended December 31,
2012 reflected in the amended Form 10-K filed orrdfi&24, 2014 corrected errors principally rela®dur accounting for revenue
recognition for sales to distributors, our accougtior inventory reserves, and our accounting égafties. This ManagemestDiscussion ar
Analysis of Financial Condition and Results of Gyiems gives effect to the restatement adjustmiarttse years ended December 31, 2012
and December 31, 2011. For further information reigg the matters leading to the restatement aladeekfindings with respect to our
disclosure controls and procedures and internarabover financial reporting, see Part Il, Item ,9&€ontrols and Procedures” of this Form
10-K.

In conjunction with the Audit Committee Review delsed in the Explanatory Note to this Form 10-K,magement concluded that
errors existed in the Company’s previously issumtbsolidated financial statements with respect ¢dfigcal years ended December 31, 2012,
2011, 2010, 2009, 2008 and 2007, and the fiscatguended March 31, 2013.

In reaching these conclusions, the Company coraidaformation obtained in the Independent Reviealuding emails, data and
interviews with current and former employees thdidated (i) the existence of extra-contractuahteor arrangements at the onset of the sale
and concessions agreed to subsequent to the sat@lsuch as extended payment terms and retdrexamange rights for sales to distribu
with respect to certain transactions), includinmeawith which certain senior-level personnel wensived, (ii) that at the time of some sales
collection was not reasonably assured, and (i) tertain amounts previously characterized as desioms were paid to related parties of
applicable customer.

The Company assessed the information derived fhamndependent Review in making determinations va#ipect to accounting
adjustments reflected in the restated consolidieticial statements contained in this FormK,Gnd such determinations are consistent
the findings of the Independent Review. In additiethe matters that were the subject of the Inddeet Review, certain other adjustments
identified by management, including revisions teeintory reserves and royalties, were made to theatmated financial statements in
connection with the restatement.

As set forth in more detail below, the restatentérihe Company’s consolidated financial statemerdided in this Form 10-K
decreased net sales by $14.7 million and $28.2amilh 2012 and 2011, respectively; decreasedmueie from continuing operations by
$8.9 million and $14.5 million in 2012 and 2011spectively.

52



Table of Contents

General

We are a diversified, global medical device compfmysed on developing and delivering innovatiyeaieand regenerative solutions
to the spine and orthopedic markets. Our produetglesigned to address the lifelong bone-and-jaalth 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 arsiishased products (“HCT/P products”), non-invasdgeenerative stimulation products
used to enhance bone growth and the success rgpénaf fusions and to treat non-union fracturetermal 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 2013 results and financial condition include tbllowing items of significance:

» BioStim revenues decreased $34.0 million to73d4nillion, or 18.7%, when compared to 2012, whittludes Spine
Regenerative Stimulation that decreased $28.8amijllbr 19%, in 2013, when compared to 2012 asageRegenerative
Stimulation in Orthopedics which decreased $5.2ianilor 23% in 2013, when compared to 20

» A decrease in gross profit margin from 78.092012 to 74.5% in 2013 was primarily the resulinefeased costs primarily
associated with inventory reserves and sals

* Anincrease in operating expenses as a pegeofanet sales compared to prior period is prilparresult of significant costs
incurred for legal and other professional servioesonnection with the Audit Committee’s investigat which led to the
restatement of our 2012 and 2011 consolidated ¢iahstatements, as well as an impairment of gobba@fvi19.2 million in 2012

We have administrative and training facilitieste tU.S., Brazil, the United Kingdom, France, Genndtuerto Rico and Italy and
manufacturing facilities in the U.S. and Italy. WMieectly distribute products in the U.S., the Udit€éingdom, Italy, Germany, Switzerland,
Austria, France, Belgium, Brazil, Australia and RadRico. In several of these and other marketsalse distribute our products through
independent distributors.

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

Our reporting currency is the U.S. Dollar. All bade 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 ticeraulated other comprehensive income componestiaeholders’ equity.

Our financial condition, results of operations aagh flows are not significantly impacted by seasipntrends. However, sales
associated with products for elective procedurgeapto be influenced by the somewhat lower lef'slich procedures performed in the late
summer. In addition, we do not believe our operetiwill be significantly affected by inflation. H@awer, 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@®e this objective, we seek to balance non-ddiémominated income and
expenditures. During the year, we have used dé&r&vaistruments to hedge foreign currency fluclagxposures. See Item 7A—
"Quantitative and Qualitative Disclosures About KetrRisk.”
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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/&AA The preparation of these statements necessegljres management to make
estimates and assumptions that affect the repartemints of assets and liabilities and disclosuieafingent assets and liabilities at the date
of the financial statements and the reported amolrgvenues and expenses during the reportinggefihese 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, inveasgipotential intangible assets and goodwill impaint, income taxes, and share-based
compensation. We base our estimates on historkpargence and various other assumptions. Actualtemay differ from these estimates.
We have reviewed our critical accounting policieghwhe Audit Committee of the Board of Directors.

Revenue Recognitic

Commercial revenue is related to the sale of oplamt products, generally representing hospitalausrs. Revenues are recognized
when these products have been utilized and a coinfiy purchase order has been received from thatabsp

Revenue is also derived from third-party payorsluding commercial insurance carriers, health nesiahce organizations, preferred
provider organizations and governmental payors sgdiedicare, in connection with the sale of oimslation products. Revenue is
recognized when the stimulation product is place@woimplanted in and accepted by the patient. Am®paid by these thirparty payors ar
generally based on fixed or allowable reimbursematas. These revenues are recorded at the exp@gbeelauthorized reimbursement rates,
net of any contractual allowances or adjustmengstaih billings are subject to review by the thiyarty payors and may be subject to
adjustment.

For distributor revenue which is primarily relatedmplant products, we recognize revenue eithea eall-in or sell-through basis
depending on the specific circumstances of theiligbr. In some cases we recognize distributoenere as title and risk of loss passes at
either shipment from our facilities or receipta¢ distributor’s facility, assuming all other reuenrecognition criteria has been achieved (the
“sell-in method”). Based on the results of the jpeledent Review, we determined in some cases tlemuewecognition criteria for distributor
sales were not satisfied at the time of shipmeméceipt; specifically, the existence of ext@atractual terms or arrangements caused us
meet the fixed or determinable criteria for reveremognition in some cases, and in others colldittabad not been established. In situations
where we are unable to satisfy the requirementsdognize revenue on the sell-in method, we re@egr@venue relating to distributor
arrangements once the product is delivered tonidecastomer (the “sell-through methodBecause we do not have reliable information a
when our distributors sell the product throughnd eustomers, we use cash collection from distoitsuas a basis for revenue recognition
under the sell-through method. Although in manyesasge are legally entitled to the accounts recéévabthe time of shipment, we have not
recognized accounts receivables or any correspgriiiferred revenues associated with distributorseations for which revenue is
recognized on the sell-through method. Effectiveil&y 2013, all distributor revenue is recognizedthe sell-through basis.

For distributors on the sell-in method prior to Afr, 2013, cost of sales are recognized upon sbigntor sell-through distributors,
whose revenue is recognized upon cash receiptongder whether to match the related cost of satpense with revenue or to recognize
expense upon shipment. In making this assessmertpmsider the financial viability of our distrilous based on their creditworthiness to
determine if collectability of amounts sufficietealize the costs of the products shipped isorestsly assured at the time of shipment to
these distributors. In instances where the distoibis determined to be financially viable, we defee costs of sales until the revenue is
recognized.
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Biologics revenue is primarily related to a colledtive arrangement with the MTF. We have exclugiddal marketing rights and
receives marketing fees from MTF based on prodiistsibuted by MTF. MTF is considered the primabfigor in these arrangements and
therefore we recognize these marketing servicedaesnet basis upon shipment of the product tetistomer.

Revenues exclude any value added or other locasfamtercompany sales, and trade discounts. Stggnd handling costs are inclu
in cost of sales.

Allowance for Doubtful Accounts and Contractualoilbnces

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 recordexhamljustment to net sales. Our
estimates are periodically tested against actuatmn experience.

Inventory Allowance

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 valsetaipon the current stage of the product’s lifdecgnd assumptions about future demand
and market conditions. Inventory is analyzed t@sss$he adequacy of inventory excess and obsolespeavisions. Reserves for excess and
obsolescence provisions are recorded as adjustritettst of sales. As set forth in Accounting Stadd Codification (*“ASC”) Topic 330,
Inventory(specifically ASC 330-10-35-14), a write-down o¥@ntory to the lower-of-cost-or-market value at these of a fiscal year creates
a new cost basis that subsequently should not bkethaip based on changes in underlying circumsgariteonditions or assumptions use
determining the market value change, additionaémery adjustments in the future may be necessary.

Goodwill and Other Intangible Assets

In accordance with ASC Topic 360Rroperty, Plant and Equipmentntangible assets with definite lives are tegtedmpairment if
any adverse conditions exist or change in circunt&s has occurred that would indicate impairmest crange in the remaining useful life.
If an impairment indicator exists, we test the ingfibble asset for recoverability. For purposes efriécoverability 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. Ifdaerying value of the intangible asset (assetgyexceeds 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.

We generally calculate fair value of intangibleedssas the present value of estimated future dagis that we expect to generate from
the asset using a risk-adjusted discount rateetercthining the estimated future cash flows assediaiith intangible assets, we use estimates
and assumptions about future revenue contributiorst, structures and remaining useful lives ofabset (asset group). The use of alternative
assumptions, including estimated cash flows, distoates, and alternative estimated remaining Ufigés could result in different
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 goéoiihpairment at the reporting unit
level, which is
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defined as an operating segment or one level batoaperating segment, referred to as a reportiitg\Wie have identified four reporting
units, which are consistent with our reporting segts; BioStim, Biologics, Extremity Fixation, angiBe Fixation.

In order to calculate the respective carrying valwee initially recorded goodwill based on the fha®e price allocation performed at
time of acquisition. Corporate assets and liabditihat directly relate to a reporting usifperations are ascribed directly to that repgninit.
Corporate assets and liabilities that are not tireelated to a specific reporting unit, but fravhich the reporting unit benefits, are allocated
based on the respective contribution measure &f egaorting unit. Effective July 1, 2013, we regaked the Company’s segments and
consequently reallocated the carrying value of galblom its previous reporting units to its newporting units based on the relative fair
value of each new reporting unit to total entempsialue at July 1, 2013.

As a result of our change in reportable segmergsaliocated goodwill to each reportable segment,sabsequently evaluated the
Extremity Fixation and Spine Fixation reportablétsifior the possible impairment of goodwill, asrgere indicators of impairment when
completing a qualitative analysis. The result & gtep two analysis was a full impairment of tledwill allocated to our Extremity Fixatio
our Spine Fixation and reportable units, totalid@.® million. There continue to be no indicatorsmpairment in our remaining reporting
units which were reevaluated at year end usingaditgtive assessment.

Litigation and Contingent Liabilitie

From time to time, we are parties to or targetmofuits, investigations and proceedings, inclugingduct 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€Biabilities. 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 our
insurance coverage and reserves are sufficierdvercurrently estimated exposures, but we cannetany assurance that we will not incur
liabilities in excess of recorded reserves or gesent 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 mhefeax liabilities will vary according to the jadiction 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 Topic 740—ncome Taxewhich contains a two-step approach to
recognizing and measuring uncertain tax positidhg. first step is to evaluate the tax position te@eexpected to be taken in a tax return by
determining if the weight of available evidenceitades that it is more likely than not that, oneaaluation of the technical merits, the tax
position will be sustained on audit, including fesion of any related appeals or litigation proesssThe second step is to measure the tax
benefit as the largest amount that is more than B8l to be realized upon ultimate settlement. k&evaluate our income tax positions
periodically to consider factors such as changdadts or circumstances, changes in or
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interpretations of tax law, effectively settleduss under audit and new audit activity. Such a gban recognition or measurement would
result in recognition of a tax benefit or an addil charge to the tax provision.

We include interest related to tax issues as gancome tax expense in our consolidated finarstialements. We record any applicable
penalties related to tax issues within the incoaxeptrovision.

Results of Operations
The following table presents certain items in camsolidated statements of operations as a peréeet sales for the periods indicated:

Year ended December 31

2013 2012 2011
() (%) (%)
Net sales 10C 10C 10C
Cost of sale: _ 25 22 22
Gross profit 75 78 78
Operating expense
Sales and marketir 44 42 44
General and administratiy 16 12 14
Research and developm 7 6 5
Amortization of intangible asse 1 1 1
Costs related to the accounting review and reseé 3 — —
Impairment of goodwil 5 — —
Charges related to U.S. Government resolut = — 13
Total operating (loss) incon o 17 1
Net (loss) income from continuing operatic 4 10 (©)]
Net loss from discontinued operatic ) (1) (1)
Net (loss) incomi ) 9 (4)

Our segment information is prepared on the samis bzt management reviews the financial informrafar operational decision
making purposes. We manage our business by ousfmiegic business units (“SBUs”), which are casgat of BioStim, Biologics,
Extremity Fixation and Spine Fixation supportedCnyrporate activities. These SBUs represent the eetmfior which our Chief Operating
Decision Maker (the “CODM?”) reviews financial infoation and makes resource allocation decisions grhasiness units. Accordingly, our
segment information has been prepared based diowuEBUSs reporting segments. The Company neitlseretely allocates assets, other
than goodwill, to its operating segments nor evalsithe operating segments using discrete assetriafion. These four segments are
discussed below.

BioStim

The BioStim SBU manufactures, distributes, and jgles support services for a portfolio of marketlieg devices for enhancing bone
fusion that utilize Orthofix’s patented pulsed ¢étfemagnetic (PEMF) technology. These Food and Zdigninistration-approved Class 3
medical devices are indicated as an adjunctivéntresat to enhance fusion success in cervical anthdurspine fusion as well as a therapeutic
treatment for non-healing fractures outside ofgpige (non-unions). The PEMF technology is suppldotea strong clinical background on
mechanism of action in the scientific literaturel aurrent research and clinical studies are undetwaentify potential new clinical
indications.
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Biologics

The Biologics SBU provides a portfolio of regenamiproducts that allow physicians to successfuiat a variety of spinal and
orthopedic conditions. This SBU specializes inniarketing of the Company’s regeneration tissue $oBiologics distributes its tissues
through a network of distributors, sales represemts and affiliates to market to hospitals, dogt@nd other healthcare providers, primaril
the U.S. Our partnership with MTF allows us to esorely market our Trinity Evolutiof® and Trinity Elite® tissue forms for musculoskeletal
defects to enhance bony fusion.

Extremity Fixatior

The Extremity Fixation SBU offers products thaballphysicians to successfully treat a variety dfiopedic conditions unrelated to the
spine. This SBU specializes in the design, devetagnand marketing of the Compasyrthopedic products used in fracture repair, rheity
correction and bone reconstruction. Extremity Fo@tistributes its products through a network istributors, sales representatives, and
affiliates. This SBU uses both distributors anctdirsales representatives to sell orthopedics pteda hospitals, doctors, and other health
providers, globally.

Spine Fixation

The Spine Fixation SBU specializes in the desigwetbpment and marketing of a portfolio of implanbducts used in surgical
procedures of the spine. Spine Fixation distribitteproducts through a network of distributors affiliates. This SBU uses distributors and
direct sales representatives to sell spine prodadisspitals, doctors and other healthcare prosjdgobally.

Corporate

Corporate activities are comprised of the operatixggenses of Orthofix International N.V. and itéditmgy company subsidiaries, along
with activities not necessarily identifiable withime four SBUs.

External Net Sales by SBU:
The table below presents external net sales fdiragng operations by SBU reporting segment:

External Net Sales by SBL
Year ended December 31,

(U.S. Dollars in thousands’ 2013 2012 2011
(Restated) (Restated)
Percent o Percent o Percent o
Total Net Total Net Total Net
Net Sales Sales Net Sales Sales Net Sales Sales
(Restated) (Restated (Restated) (Restated
BioStim $147,91( 37% $181,95¢ 41% $188,13¢ 43%
Biologics 53,76¢ 13% 53,73( 12% 42,91¢ 10%
Extremity Fixation 103,38! 26% 112,00¢ 25% 119,52: 27%
Spine Fixatior 95,47( 24% 99,88: 22% 91,39t 20%
Total Net Sale! $400,53¢ 10C% $447,58: 10C% $441,97: 10(%
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2013 Compared to 2012

Net sales decreased 10.5% to $400.5 million in 2@iBpared to $447.6 million in 2012. The impactaséign currency decreased st
by $0.5 million in 2013 when compared to 2012. Bdes include product sales and marketing sereieg Which is comprised of sales of
Trinity Evolution® and Trinity Elite ™.

Sales

Net sales in our BioStim SBU decreased 18.7% t@ ®lrhillion in 2013 compared to $182.0 million i@12. The decrease in BioStim
revenue was primarily attributable to a declingsates of our stimulation products for spine andicaf application caused by distribution
turnover and changes in certain payor policies. dderease for the year ended December 31, 2013als@segatively impacted by a
reduction in third-party payor revenue driven by transition in third quarter of 2013 to recogniegenue upon accumulation of the full
billable package for third-party payors given thereased complexity in insurance billing requiretaen

Net sales in our Biologics SBU increased slightiy$53.8 million in 2013 compared to $53.7 million2012. Net sales were positively
impacted by an increase in our marketing servieedgenue from MTF related to the launch of our tissue from Trinity Elite™; however,
this increase was primarily offset by a reductiour marketing service fee from 70% to 65% whiehdme effective April 1, 2013.

Net sales in our Extremity Fixation SBU decreasgd@e/to $103.4 million in 2013 compared to $112.0iam for 2012, a decrease of
$8.6 million. This decrease is due primarily to ti@otors. The first was deterioration of sales &, which accounted for 2.7% of our total
decline and the second was a prospective changedrsell-in to cash accounting methodology begigripril 1, 2013 to all non-Brazil
distributors, which accounted for 4.8% of the deelin sales. Historically, for most distributorrisactions within our Extremity Fixation
SBU, we recorded revenue on the sell-in accouriiagis. However, as described more fully in Note the Consolidated Financial
Statements, we have reassessed our applicatiastabdtor revenue recognition and have applietitbebugh accounting for all distributor
transactions within the Extremity Fixation SBU opraspective basis beginning on April 1, 2013 widalised the majority of the decrease in
net sales.

Net sales in our Spine Fixation SBU decreased 5035@illion in 2013 compared to $99.9 million fdd12, a decrease of 4.4%. This
decrease was due to a 6% drop in average selliog (#SP) due to discounting, which was somewhgsedty double-digit growth in our
international business.

Gross Profit—Our gross profit decreased 14.6% to $298.2 milfmm2013 compared to $349.3 million for 2012. Grpsofit as a
percent of net sales in 2013 was 74.5% compar&8.@ in 2012. This decrease was primarily duééodecrease of sales in our BioStim
SBU which carries a higher gross margin comparexlitaother products as well as increased costgthabt have a strong correlation to net
sales, primarily associated with inventory reseased salaries.

Sales and Marketing ExpenseSales and marketing expense, which includes cosionis and the bad debt provision, generally
increases and decreases in relation to sales. &ademarketing expense decreased $10.5 millioB,&86, to $176.6 million in 2013 compal
to $187.1 million in 2012. As a percent of net sakales and marketing expense was 44.1% and 4tr8613 and 2012, respectively. In
2013 the decrease in sales and marketing experssprimaarily due to a decrease in commission exygedse to lower sales and a decrease in
bad debt expense compared to 2012.

General and Administrative ExpenseGeneral and administrative expense increased $iillidgn, or 21.9%, in 2013 to $65.1 million
compared to $53.4 million in 2012. General and adstriative expense as a percent of sales was 1i6.286.3 compared to 11.9% in 2012.
The 2013 increase in general and administrativemsg@ was primarily attributable to investmentsdogie and processes to improve business
structure and
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internal controls. These investments were primaslgted to the departments of accounting and fieand information systems. The 2013
increase was also related to increased incentingeansation expense and medical device tax in ZB&Beral and administrative expense in
2012 included the impact of approximately $1.9 ianillin legal expenses associated with the bone thrstimulation investigation, and other
costs incurred in connection with our internal istigation into the compliance with the Foreign @pirPractices Act with our former
orthopedic distribution entity in Mexico.

Research and Development ExpergResearch and development expense decreased 3108 mi2013 to $26.8 million compared to
$28.6 million in 2012. As a percent of net salesgarch and development expense remained relatiaet 6.7% in 2013 compared to 6.4%
for the same period last year.

Amortization of Intangible AssetsAmortization of intangible assets was $2.7 an@$8illion for 2013 and 2012, respectively.

Costs related to the accounting review and restatgm-As previously discussed, our Audit Committee corteld@n Independent
Review, with the assistance of outside professgrdlcertain accounting matters. As a result if thview and the restatement of certain of
our previously filed consolidated financial statertse the Company incurred legal, accounting andrgthofessional fees of approximately
$12.9 million through the year ended December 8132

Impairment of Goodwill —As part of our change in reportable segments, akoaated goodwill to each new reporting unit, and
subsequently evaluated each reporting unit for impent. As a result of this analysis, a full impaént of the goodwill allocated to our Spine
Fixation and Extremity Fixation reporting units,%#9.2 million, was recognized.

Charges Related to U.S. Government ResolutioDs#ing 2012, we recorded a charge of $1.3 milliepresenting 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.

Interest Expense, netInterest expense, net decreased to $1.9 milli@0iB8 compared to $4.7 million in 2012, primarif/tae result
of substantial repayments of long-term debt du#i@g2, resulting in a lower year over year outstagdiebt balance, and to a lesser extent,
lower interest rates.

Other Income (Expense}Other income, net was $2.2 million in 2013 compacedther expense of $(1.7) million in 2012. Thereast
in other income can be mainly attributed to a gatorded related to our receipt of $4.4 millionttesdated to the demutualization of a mu
insurance company in which we were an eligible memtd share in such proceeds. This increase wéslpaoffset by the positive effect of
foreign exchange during 2013. Several of our faraigbsidiaries hold trade payables or receivablesiirencies (most notably the U.S.
Dollar) other than their functional (local) currgnahich results in foreign exchange gains or losglesn there is relative movement between
those currencies.

Income Tax Expense-We recognized a $10.1 million and $25.1 milliowyision for income tax for 2013 and 2012, respetyivThe
income tax expense and effective tax rate for trar ynded 2013 reflects a disproportionate rattbeédb25.1 million of income tax expense
and effective tax rate of 35.8% for the year er@l@t. The principal factors affecting the Compareffective tax rate was the company’s
mix of earnings amongst various tax jurisdicticstate taxes, and the impairment of $19.2 millionam-deductable goodwill. For the year
ended 2012, the Company did not record tax beogefiertain expenses associated with the Compasiiinate of the charges related to U.S.
Government resolutions.
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Discontinued operations-Discontinued operations in 2013 included approxétya$10.6 million of legal settlements and legasts,
net of income taxes, related to certain specifiedipct liability matters related to its former sigisry, Breg. We agreed to indemnify Breg
and its purchaser with respect to such mattercdditnued operations in 2012 included the gainhensiale of Breg of $1.3 million and the
results of our Sports Medicine SBU through May 2812 (the closing date of the sale of Breg), nehodme taxes. Subsequent to
December 31, 2012, the Company won an arbitraticaréagainst an insurance carrier relating toétsial of coverage under excess prod
liability policies with total limits of $30 millionAs a result of the binding arbitration award, taerier is obligated to reimburse the Company
for defense expenses, settlements, and judgmestsiated with the underlying products liability iole at issue. The Company was entitle
reimbursement of approximately $13 million for plasises incurred, which is included in discontinopdrations in 2012.

Net Income (Loss}-Net loss in 2013 was $(25.5) million, or $(1.38) pasic share and diluted share, compared tooetne of $42.8
million, or $2.25 per basic and $2.21 per dilutkedre for 2012. The weighted average number of lgasiamon shares outstanding was
18,697,228 and 18,977,263 during the years endedrbger 31, 2013 and 2012, respectively. The weighterage number of diluted
common shares outstanding was 18,697,228 and 1,8,B8®during the years ended December 31, 2013 @12, 2espectively.

2012 Compared to 2011

Net sales increased 1.3% to $447.6 million in 26didpared to $442.0 million in 2011. The impacta&fgn currency decreased sales
by $9.4 million in 2012 when compared to 2011. Bldes include product sales and marketing sereieg fhich are comprised of sales of
Trinity Evolution®in spine and orthopedic applications.

Sales

Net sales in our BioStim SBU decreased 3.3% to $18@llion in 2012 compared to $188.1 million in120 The decrease is primarily
due to a 17.0% decrease in Physio-Stim Regener@tinailation from 2011 to 2012.

Net sales in our Biologics SBU increased to $53illian in 2012 compared to $42.9 million in 2011 imcrease of 25.2%. Net sales
were positively impacted by an increase in our retink service fee revenue from MTF due to the adapif Trinity Evolution® in spine ani
orthopedic applications.

Net sales in our Extremity Fixation SBU decreas@d®to $112.0 million in 2012 compared to $119.8iam for 2011, a decrease of
$7.5 million. The decrease was due to a decreasvénue from our Orthopedic Repair and Hardwaoelpets when compared to 2011.

Net sales in our Spine Fixation SBU increased @ %@nillion in 2012 compared to $91.4 million f®2L, an increase of 9.3%. The
increase was primarily the result of increasedssaféSpine Fixation System and KON spine implantsiernational markets in 2012
compared to 2011.

Gross Profit—Our gross profit increased less than 1% to $348lBn for 2012 compared to $346.4 million for 20XGross profit as a
percent of net sales remained flat at 78% in b6tt22and 2011.

Sales and Marketing ExpenseSales and marketing expense, which includes cosimnis and the bad debt provision, generally
increases and decreases in relation to sales. &ademarketing expense decreased $6.4 million,3863to $187.1 million in 2012 compared
to $193.5 million in 2011. As a percent of saledes and marketing expense was 41.8% and 43.820fc and 2011, respectively. The
decrease in sales and marketing expense as pefcaies was the result of decreased incentive easgiion expense for sales administre
and marketing personnel in 2012.
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General and Administrative ExpenseGeneral and administrative expense decreased #iillidn, or 17.2%, in 2012 to $53.4 million
compared to $64.5 million in 2011. General and aistriative expense as a percent of sales was 1ih.2%12 compared to 14.6% in 2011.
General and administrative expense in 2012 and B@lidded the impact of approximately $1.9 milliand $8.1 million, respectively, in leg
expenses associated with the bone growth stimulatieestigation, as well as costs incurred in catina with our internal investigation into
the compliance with the Foreign Corrupt Practiceswith our former orthopedic distribution entity Mexico. General and administrative
expense in 2011 also included $3.2 million of semanagement succession charges. The 2012 de@edse attributable to decreased
incentive compensation expense during the year.

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 6.4% in 2012 cadpar5.2% 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 co-development agragraeb3.0 million strategic investment with MTF ive development and
commercialization of the next generation cell-basede growth technology and timing of spendingtesldo our ongoing research,
development and clinical activities.

Amortization of Intangible AssetsAmortization of intangible assets was $2.3 and $2illion for the year ended December 31, 2012
and 2011, respectively.

Charges Related to U.S. Government ResolutieRsr the year ended December 31, 2012 and 201fgaeeded charges related to
U.S. Government resolutions of $1.3 million and $5million, respectively. During 2012 and 2011, reeorded a charge of $1.3 million and
$0.6 million, respectively, which represents implitgterest accrued from the respective settlemreptinciple dates in 2011 and 2012 thro
the payment dates in the fourth quarter of 201therpreviously disclosed settlements in princigléhe U.S. government investigations and
related qui tam complaints related to our regenaratimulation business and Blackstone Medical,, Irespectively. During 2011, we
reached an agreement in principle with the U.S.egBawent to resolve criminal and civil matters redato the previously disclosed
government investigations of our regenerative dtaitin business and recorded a charge of $43 mifbo the estimated settlement. During
2011, we recorded a charge of $7.5 million to disthlan accrual in connection with the fines andatées related to the FCPA matter
involving our former distribution entity. In Febmya2012, we reached an agreement with the repratsemf the former shareholders of
Blackstone resolving all outstanding escrow aneindification claims under the Blackstone Mergergggnent. In 2011, we recorded a
charge of approximately $6 million for previoushcurred legal fees that were in excess of the atsaeteased and received from the escrow
fund.

Interest Expense, netinterest expense, net was $4.7 million in 2012 caneg to $5.5 million in 2011, primarily as the riésii a lowel
year over year outstanding debt balance and tesailextent, lower interest rat

Other Expense, net-Other expense, net was $1.7 million in 2012 comgao $2.4 million in 2011. The decrease can bealyai
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 (Igcalirrency which results in foreign exchange gainksses when there is relative movement
between those currencies.

Income Tax Benefit (Expense)We recognized a $25.1 million and $14.2 milliowysion for income tax for 2012 and 2011,
respectively. During 2012, we recognized a changhe estimate of the tax deduction associated thétsettlement of the U.S. Government
investigation of the Company’s bone growth stimolatbusiness. The income tax expense and effeztiveate for the year ended 2011
reflects a disproportionate ratio to 2012, as veerdlit record tax benefit on certain expenses asativith our estimate of the charges rel;
to U.S. Government resolutions in 2011. The effectax rate was approximately 42.0% in 2012 an®.(46 in 2011 excluding the impact
of the charges related to the U.S. Governmentuésok and the foreign rate differential.
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Discontinued operations-Discontinued operations in 2012 include approxehe$3.5 million of legal settlements and legaltspset
of income taxes, related to certain specified pecbdlability matters related to our former subsigisBreg. We agreed to indemnify Breg and
its purchaser with respect to such matters. 2042 iatludes the gain on the sale of Breg of $118aniand the results of our Sports Medic
SBU up to May 24, 2012 (the closing date of the ®4IBreg), net of income taxes. Subsequent to gedythe Company won an arbitration
award against an insurance carrier relating tdetsal of coverage under excess products liakplitycies with total limits of $30 million. As
result of the binding arbitration award, the carigeobligated 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 urded in discontinued operations in 2012. Discomtthaperations in 2011 include the results
of our Sports Medicine SBU.

Net Income (Loss}-Net income in 2012 was $42.8 million, or $2.25 pasic share and $2.21 per diluted share, companeek loss of
$(18.1) million, or $(0.99) per basic and dilutdéde for 2011. The weighted average number of lwasiunon 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.

Liquidity and Capital Resources

Cash and cash equivalents at December 31, 20138&4ér2 million, of which $23.8 million is subject tertain restrictions under the
senior secured credit agreement described belois.cbmpares to cash and cash equivalents of $58idmat December 31, 2012, of which
$21.3 million was subject to certain restrictiomsler the senior secured credit agreement desdoibled.

Net cash provided by operating activities was $66illon in 2013 compared to $10.2 million in 20E?) increase of $56.7 million. Net
cash provided by operating activities is comprigedet income, non-cash items (including depreoiatind amortization, provision for
doubtful accounts, share-based compensation, impairof goodwill, deferred taxes, and the net gairsale of Breg, Inc.) and changes in
working capital. Net income decreased $68.3 miltima net loss of $25.5 million in 2013 comparediébd income of $42.8 million in 2012.
Non-cash items for 2013 increased $15.4 million to.858illion compared to $42.6 million in 2012. THeange in working capital accounts
is mainly attributable to charges related to godidmipairment. Overall performance indicators fardwo primary working capital accounts,
accounts receivable and inventory, reflect daylsssin receivables of 65 days at December 31, 20h®ared to 84 days at December 31,
2012 and inventory turns of 1.1 times at DecemieRB13, and 1.2 times as of December 31, 2012.

Net cash used in investing activities was $29.Tionilin 2013 compared cash provided of $125.0 onillin 2012 primarily driven by tt
net proceeds on the sale of Breg, Inc. in 2012irlgu2013 and 2012, we invested $29.7 million an8.illion in capital expenditures,
respectively.

Net cash used in financing activities was $38.4ionilfor 2013 compared to $137.6 million for 203uring 2012, we repaid
approximately $188.7 million against the principal our senior secured debt compared to $0.1 milic2013. Our restricted cash balance
decreased to $23.8 million due to a use of $2.lanitompared to cash provided of $25.8 millior2B12. During the year ended
December 31, 2013, we received proceeds of $3lbmdompared to $25.6 million during 2012, frone fissuance of shares of our common
stock related to stock purchase plan issuancestaol option exercises. In 2013, we used $39.5anilh connection with the stock
repurchase program.

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
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provides for a five year, $200.0 million securedalging credit facility (the “Revolving Credit Fdity”), and a five year, $100.0 million
secured term loan facility (the “Term Loan Facliljtgnd together with the Revolving Credit Facilitiie “Credit Facilities”). Orthofix
Holdings has the ability to increase the amourihefCredit Facilities by an aggregate amount afoup50.0 million upon satisfaction of
certain conditions.

In May 2012, the Company used a portion of the @eds from the sale of Breg, Inc. (see Note 16¢pay in full the remaining $87.5
million balance on the Term Loan Facility and pawyad $57.5 million of amounts outstanding underRexolving Credit Facility. This use
proceeds was required by the lendemisent dated April 23, 2012 to the Credit Agreeimas a result of the sale of Breg, Breg ceasdukte
subsidiary of the Company and, therefore, Bregebeased as a credit party under the Credit Agraemelditionally, the Company paid $
million in June and $20 million in September 20&2¢duce amounts outstanding under the RevolviegliCFacility. As a result, at
December 31, 2012, the Term Loan Facility had brepaid in full and there was $20 million outstargdimder the Revolving Credit Facility.
As of December 31, 2012, the entire Revolving GrEdtility was at the London Inter-Bank Offered ®é1LIBOR”) 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 Figils due on August 30, 2015.

The Credit Agreement, as amended, requires Ortlitdiings and the Company to comply with coverag@®s on a consolidated basis
and contains affirmative and negative covenantduding limitations on additional debt, liens, ist@ents and acquisitions.

The Credit Agreement, as amended, also includast®eé default customary for facilities of this g/dJpon 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 Decembe313 and there were no events of default.

On August 14, 2013, we and certain required lepdeties to the Credit Agreement entered into a tachWaiver (the “Limited

Waiver”). Under the Limited Waiver, the lenders anthe Credit Agreement (the “Lenders”) collectivelaived requirements under the
Credit Agreement that we deliver quarterly finahsiatements with respect to the fiscal quartedirgnon June 30, 2013 and September 30,
2013, and related financial covenant certificatesil the earlier of (i) March 31, 2014 or (ii) tidate that is one day after such financial
statements are publicly filed or released. In addjtthe Limited Waiver provided that the restateiref our financial statements for any
period ending on or before March 31, 2013 will constitute a default or event of default provideat twithin one business day after the
public release or filing of such restated finansiatements, we deliver corrected financial statesand compliance certificates with respect
to such restated periods and immediately pay aditiadal interest and other fees that would havenb@wved had applicable interest and fees
originally been calculated based on the restatehfiial statements.

Certain subsidiaries of the Company have restnstion 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¢gsa@redit agreement, have access to these rats digsoperational 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 Orthofildidgs 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, 2013, we had no outstanding borrggvand unused available lines of credit of appnexely €5.8 million ($8.0
million) under a line of credit established in ytab finance the working capital of our Italian ogigons. The terms of the line of credit give us
the option to borrow amounts in Italy at rates dateed at the time of borrowing.

We have incurred substantial expenses for legab#mer professional services in connection withAlidit Committee’s investigation.

We estimate these expenses to date to be in eat848 million through February 28, 2014 and exgeatontinue to incur significant
expenses in connection with this matter.

Contractual Obligations

The following chart sets forth our contractual ghtions as of December 31, 2013:

Payments Due by Perioc

Contractual Obligations 2019 and
(U.S. Dollars in thousands Total 2014 2015-2017% 2018 thereafter
Revolving Credit Facility $20,00( $ — $20,00( $ — $ —
Estimated interest on Credit Facility | 90:< 542 361 — —
Operating lease 21,03: 4,34 10,79 2,84¢ 3,04¢
Total $41,93¢ $4,88¢ $31,15¢ $2,84¢ $ 3,04¢

(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 intedffeDecember 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 unrecognta@enefits, 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 $1.2
million as of December 31, 2013 have been excldded the contractual obligations table above. kwothfer information on unrecognized 1
benefits, see Note 14 to the consolidated finast&kements included in this Form 10-K.

Off-balance Sheet Arrangements

As of December 31, 2013, 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.

ltem 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to certain market risks as paniobongoing business operations. Primary exposa@sde changes in interest rates
and foreign currency fluctuations. These exposcagsvary sales, cost of sales, costs of operatindghe cost of financing and yields on ¢
and short-term investments. We use derivative fir@instruments, where appropriate, to manageethisks. However, our risk management
policy does not allow us to hedge positions we aithold nor do we enter into derivative or othaaficial investments for trading or
speculative purposes. As of December 31, 2013,aglealcurrency swap in place to minimize foreigmeney exchange risk related to a
€28.7 million ($39.4 million translated at the Ded#n 31, 2013 foreign exchange rate) intercomparg. s of December 31, 2013 the fair
value of the currency swap was approximately $lilDom and is recorded in other long-term liabgii.

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
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rate (as defined in the Credit Agreement) plusplieable borrowing margin. Therefore, intereserettanges generally do not affect the fair
market value of the debt, but do impact future egsand cash flows, assuming other factors ai ¢mistant.

As of December 31, 2013, $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,3, our effective interest rate on our Creditilfees was 2.7%. Based on the balance
outstanding under the Credit Facilities as of Ddoen81, 2013, an immediate change of one percepigigéin 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 fludgturrency exchange rates, primarily the U.Sl&against the Euro, Great Britain
Pound, Mexican Peso and Brazilian Real. We areestibj cost of sales currency exposure when weugegdroducts in foreign currencies
such as the Euro or Great Britain Pound and sedielproducts in U.S. Dollars. We are subject tastational currency exposures when our
foreign subsidiaries (or the Company itself) efmiéo transactions denominated in a currency otfen their functional currency. As of
December 31, 2013, we had an un-hedged interconmgaeyable denominated in Euro of approximatel$.£2nillion ($31.9 million). We
recorded a foreign currency loss during the yededrDecember 31, 2013 of $0.3 million related te tin-hedged long-term intercompany
balance included in accumulated other compreheisagme during 2013, which resulted from the weakgiof the Euro against the U.S.
dollar during the period. For the year ended Deaam3li, 2013, we recorded a foreign currency losk0of million on the statement of
operations resulting from gains and losses in fpreurrency transactions.

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 eqiéwé of international sales denominated in foraigrrencies was unfavorably impacted
during the year ended December 31, 2013 by morfbinéign currency exchange rate fluctuations ofwh®. dollar against all of the foreign
functional currencies for our international operas during 2013 versus the same periods in 2012 Ul8. dollar equivalent of international
sales denominated in foreign currencies was unéblpimpacted during the year ended December 3112 B§ monthly foreign currency
exchange rate fluctuations of the U.S. dollar agfdime local foreign currency versus the same gsriilo 2011. 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 applicalleefgn currencies, which could cause currency Glatbns to materially impact our
operating results.

ltem 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 Acunting and Financial Disclosure

None.
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Iltem 9A. Controls and Procedures
Background of Restatement

In July 2013, members of the Company’s senior mamamt brought certain information to the attentbthe chair of the Audit
Committee (“Audit Committee”) of the Company’s Bdaf Directors (the “Board)hat raised questions regarding whether the Compad
properly recognized revenue under GAAP in connactiih revenue from distributor sales that had besorded in 2012 and 2011,
including a significant return processed in theoselcquarter of 2013 relating to revenue recogniaetD12. On the recommendation of
management and after discussion with the Compangiependent registered public accounting firm, E&n¥oung LLP (“Ernst & Young”),
the Audit Committee concluded, with the concurreatthe Board, that it would commence an indepehd®riew into these matters with the
assistance of outside professionals engaged bt Committee (the “Independent Review”).

On August 5, 2013, the Audit Committee concludet tertain revenues recognized during 2012 and,2@ddn further evaluation,
should not have been recognized or should not hega recognized during the periods in which thesewecognized. As a result of the
foregoing, on August 5, 2013, the Audit Committeeauded that the Company’s previously issued dafeted financial statements as of
and for the fiscal years ended December 31, 20daeember 31, 2011, as well as for the interinrtguig period ended March 31, 2013,
should no longer be relied upon (the “Non-ReliaRegiod”). On August 6, 2013, the Board ratified theegoing conclusion by the Audit
Committee.

The Independent Review focused on the periods ethdanuary 1, 2010 and March 31, 2013 and incl@ijlesder 50 withess
interviews, (ii) collection of emails and files fro70 document custodians, and (iii) quantitativalgsis. The scope of the Independent
Review, which was determined by the Audit Committeeonsultation with outside professionals engadmethe Audit Committee, focused
primarily on revenue recognition related to disitdr arrangements and inventory reserve adjustment®njunction with the Independent
Review, management concluded that errors existéteiCompany’s previously issued financial stateerith respect to the Non-Reliance
Period, as well as in the Company’s previouslyéslsconsolidated financial statements for the figealrs ended December 31, 2010, 2009,
2008 and 2007.

In reaching these conclusions, the Company coraidaformation obtained in the Independent Reviealuding emails, data and
interviews with current and former employees thdidated (i) the existence of extra-contractuahteor arrangements at the onset of the sale
and concessions agreed to subsequent to the sat@lsuch as extended payment terms and retdrexamange rights for sales to distribu
with respect to certain transactions), includinmeawith which certain senior-level personnel wensived, (ii) that at the time of some sales
collection was not reasonably assured, and (i) tertain amounts previously characterized as desioms were paid to related parties of
applicable customer.

The Company assessed the information derived fheanndependent Review in making determinations va#ipect to accounting
adjustments reflected in the restated consolidietcial statements contained in the Amendmentisimthis Form 10-K, and such
determinations are consistent with the findingthefindependent Review. In addition to the matteas were the subject of the Independent
Review, certain other adjustments identified by ag@ment, including revisions to inventory reseiaed royalties, were made to the
consolidated financial statements in connectioh Wit restatement.

Evaluation of Disclosure Controls and Procedures

At the end of the period covered by this Reportlarthe supervision and with the participation of management, including our
President and Chief Executive Officer and our CRiefancial Officer, we performed an evaluation éfffectiveness of the design and
operation of our disclosure controls and procedukeslescribed below, management has identifie@&n@tveaknesses in our internal
control over financial reporting, which is an intalgcomponent of our disclosure controls and praoesl As a result of those material
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weaknesses, our President and Chief Executive @ffind Chief Financial Officer have concluded thatdisclosure controls and procedures
were not effective as of December 31, 2013.

Management’s Report on Internal Control over Finangal Reporting

The Company’s management is responsible for establj and maintaining adequate internal controf éimancial reporting (as such
term is defined in Exchange Act Rule 13a-15(f))e @ompany’s internal control over financial repagtincludes those policies and
procedures that (i) pertain to the maintenanceodnds that, in reasonable detail, accurately ainty freflect the transactions and dispositions
of the assets of the Company; (ii) provide reastmabsurance that transactions are recorded assaggdo permit preparation of financial
statements in accordance with GAAP, and that réseipd expenditures of the Company are being malyaroaccordance with
authorizations of management and directors of th@@any; and (iii) provide reasonable assurancerdagathe prevention or timely
detection of unauthorized acquisition, use or di#m of the Company’s assets that could have temah 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. Because of the inherent limitationgity internal control, no matter how well desigmisstatements may occur and not be
prevented or detected. Accordingly, even effediternal control over financial reporting can prionly reasonable assurance with respect
to financial statement preparation. Further, thawation 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.

In connection with the preparation and filing ofstForm 10-K, the Company’s management, includingRresident and Chief
Executive Officer and our Chief Financial Officepnducted an evaluation of the effectiveness ofirsternal control over financial reporting
as of December 31, 2013 based on the framewoibidbtin “Internal Control—Integrated Framework (ember 1992)" issued by the
Committee of Sponsoring Organizations of the Tremd@ommission (the COSO criteria). Based on itduateon, the Company’s
management concluded that, because of the mataraknesses described below, the Company’s inteamfol over financial reporting was
not effective as of December 31, 2013.

A “material weakness” is a deficiency, or a comhimraof deficiencies, in internal control over fim@al reporting, such that there is a
reasonable possibility that a material misstateroéotir annual or interim financial statements wit be prevented or detected on a timely
basis. In connection with our management’s evatnadf our internal control over financial reportidgscribed above, our management has
identified the following deficiencies that it beles constituted individually, and in the aggregataterial weaknesses in our internal control
over financial reporting as of December 31, 2013:

* Revenue recognition practices for sales to the Goy's distributors. We have concluded that we recognized revenueriaio
instances in advance of all revenue recogniticiergai being met, and that our controls were naatife to reasonably ensure
accurate recognition of revenue in accordance GAMP for certain distributor sales transactionsvprasly recorded by the
Company’s domestic and international business .umitgeneral, we did not establish and maintairc@dores throughout the
Company to reasonably ensure proper communicaticand assessment by, the Company’s finance amndiaiicg department of
deviations from contractually established termsictvlincluded written or unwritten arrangements madtl, or extra-contractual
terms provided to, Company distributors at the boséhe sale regarding extended payment termslymtareturn or exchange
rights, and similar concessions agreed to subsedudne initial sale (which were not memorializadany formal contractual
amendment). Such additional terms were not evalyatenot evaluated correctly, and were not maetgior reflected in
Company customer sales files. In addition, Comg
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personnel were not adequately trained with resppecgrtain revenue recognition principles appliealmhder GAAP that may have
led to appropriate consideration of the additideains entered into outside of the written contralcterms.

* Inventory reserve. Errors occurred in establishing the Company’&imuary reserves due to a design deficiency in ontrols
over the computation and recording of such rese®as method of calculating inventory reserves ltesiin the misapplication of
GAAP, which caused us to make adjustments in thiated consolidated financial statements. Spetificaur controls were not
designed to detect that increases in our forecalgethnd for products resulted in reductions in sqbsnt fiscal years to reserves
previously recorded. ASC Topic 330 Inventory (sfieally ASC 330-10-35-14) states that a write-doginnventory to the lower-
of-cost-or-market value at the close of a fiscalryereates a new cost basis that subsequentlycshotibe marked up based on
changes in underlying circumstances, and our clentvere not designed to prevent such mark upsalireteases in forecasted
demand for product:

» Foreign subsidiary oversighOversight of certain foreign subsidiaries was ifisightly designed to detect material misstatement
of financial information. Specifically, while thegatities were included in oversight activities g&mnto our other locations, we
believe the design of our controls did not adeduatédress the additional risks associated wittageentities. These additional
risks include: sales comprised of higher risk distior revenues; no specific requirements for stayuaudits that may detect
inadequacies in the Company’s customer and busieessds; and a business culture where oral agmetsmere more common,
resulting in contract terms that were less likelyé formally documente:

* Manual journal entry control procedure. In connection with the completion of the audit fioe fiscal year ended December 31,
2013, we determined that our controls over maruahjal entries were not effective. Specifically, determined that some man
journal entries were not supported with sufficidatumentation, and that some manual journal entregge not adequate
reviewed and approve

Some of the material weaknesses described abowkeetin material misstatements in our annual aberim consolidated financial
statements. Because of the foregoing matters, anagement has concluded that we did not maintégctafe internal control over financial
reporting as of December 31, 2013.

Ernst & Young has issued an audit report on thecéiffeness of our internal control over financegarting which follows this report.

Plans for Remediation

Our management has worked, and continues to wotréngthen our disclosure controls and procedamdsnternal control over
financial reporting in connection with the materiaaknesses that have been described above. Wid tateontinue taking measures,
including engaging outside professionals, as maydoessary and advisable, to assist us as we gerttraddress and rectify the foregoing
material weaknesses.

We are committed to maintaining an effective cdntérovironment and making changes necessary to eeleffectiveness. This
commitment has been, and will continue to be, conminated to and reinforced throughout our organiratAs part of this commitment, we
are implementing an internal audit program that take into account the nature of our businesstaadjeographies in which we conduct it.
We are also updating our code of conduct, andualemployees will be required to annually acknowgketheir commitment to adhering to its
provisions. We also will inform all new employeeslaegularly remind all existing employees of thaikability of our compliance hotline,
through which employees at all levels can anonyityaigomit information or express concerns regardiogounting, financial reporting and
other irregularities they may have become awar observed.
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We are in the process of developing a plan for that®n of the ineffective internal control ovendincial reporting described above. In
addition, we have designed and plan to implemenrt,ia some cases have already implemented, théispemediation initiatives described

below:

Managemer's remediation plan with respect to controls ovev@énue recognition practices relating to the Comypadistributors:

We have enhanced our revenue recognition trainiaggrals for all sales personn

We are in the process of training sales managepersonnel (including senitavel management) pursuant to our updated rev
recognition training material:

We have created and implemented an improvess s&rtification process to identify any sales wliglviations from written sales
contracts

We have established and hired a new Senior lyearaf Revenue position in our finance departm&htch we believe will bring
additional revenue recognition expertise to addoessnore complex revenue transactions to helprertbat our revenue
recognition policies are correctly applied; ¢

We are working to improve procedures with respe the proper communication, approval, docunteriand accounting review
of deviations from written sales contrac

Managemer's remediation plan with respect to controls ovee tomputation and recording of the Company’s itmMgrreserves:

We have enhanced controls over our model fterdening inventory reserves to ensure that, oesemves are established in a
fiscal year, subsequent wi-ups based on demand are not recognized

We are implementing additional review of our inwagtreserve analysis, including the involvemenboth finance and operatiol
executives, and more analysis of days inventoriiamd at the product line level, which we expegirtmvide better controls to
assess excess and obsolete inventory based ourtkatdnventory on hand in relation to the demfordcast and related reser

Managemer's remediation plan with respect to controls ovareign subsidiary oversight:

We have changed our structure so that all osabsidiaries’ accounting functions now reporttie VP, Controller within the
corporate accounting function, which we believd piibvide additional corpora-level oversight of their activitie:

We have established and hired a Director oft@tsmand Process Improvement, whose primary datieshe design and
implementation of internal control over financiaporting;

We have engaged a professional firm to perfiasting and evaluation of the Company’s internaltagds, and to assist the
Company in designing and implementing additionaficial reporting controls and financial reportaamtrol enhancements; a

We are evaluating our accounting systems to determyppropriate enhancemet

Managemer's remediation plan with respect to controls ovexrmal journal entries:

We intend to implement a new accounting po$iefting forth specific requirements regarding suppg@ documentation standards
and review and approval procedures for manual gwentries, including specifying the types and Isaf review to be performed
based on specifically defined criteria associatét the nature and magnitude of manual journaliesitanc

We intend to design and conduct training far dlscounting group regarding manual journal entep@ration, documentation and
review and approval procedur:
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We believe the remediation steps outlined abovégiwnin some cases have already been implemented,itmproved and will continue
to improve the effectiveness of our internal cointreer financial reporting. However, we have notgeted all of the corrective processes
and procedures identified above. Accordingly, axamtinue to monitor the effectiveness of our in&drcontrol over financial reporting in tl
areas affected by the material weaknesses desatima, we will perform additional procedures pribexd by management, including the
of manual mitigating control procedures, and wiligoy any additional tools and resources deemedssety to provide assurance that our
financial statements continue to be fairly statedli material respects. As our management corgituevaluate and work to improve our
disclosure controls and procedures and internarabover financial reporting, we may determingake additional measures to address these
deficiencies or determine to modify certain of thmediation measures described above.

Changes in Internal Control over Financial Reportirg

Other than as described above (including the nstegakness related to controls over manual journales that we determined exists
in connection with the completion of the audit fiee fiscal year ended December 31, 2013), there havbeen any changes in our internal
control over financial reporting during the fougharter of 2013 that have materially affected erraasonably likely to materially affect, our
internal control over financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Orthofix International N.V.

We have audited Orthofix International N.V.’s (fiempany) internal control over financial reportagof December 31, 2013, based
on criteria established in Internal Control—InteégthFramework issued by the Committee of Sponsddirganizations of the Treadway
Commission (1992 framework) (the COSO criteriakhOfix International N.V.$ management is responsible for maintaining effedtiterna
control over financial reporting, and for its assaent of the effectiveness of internal control dimrancial reporting included in the
accompanying Management’s Report on Internal Cootrer Financial Reporting. Our responsibility gsexpress an opinion on the
Company’s internal control over financial reportingsed 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 whetheatigéfénternal 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 etésting 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 finahstatements for external purposes in accordantegeinerally accepted accounting
principles. A company’s internal control over firgad reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshef assets of the company; (2) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeipnrdgcordance with authorizations of
management and directors of the company; and (Bjige reasonable assurance regarding preventiomely detection of unauthorized
acquisition, use or disposition of the companysets that could have a material effect on the ir@statements.

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

A material weakness is a deficiency, or combinatibdeficiencies, in internal control over finariaieporting, such that there is a
reasonable possibility that a material misstateroéttte companys annual or interim financial statements will netgrevented or detected
a timely basis. The following material weaknessgehbeen identified and included in managemenssssnent. Management has identified
material weaknesses in controls related to thegmtian of revenue recognition in advance of alkeraye recognition criteria being met for
certain distributor sales transactions enteredbgtthe Company’s domestic and international bissinmits, controls over the computation
and recording of inventory reserves, controls iedpto the oversight of certain foreign subsidiariiie to the particular risks associated with
such subsidiaries, and controls over the preparatil review of manual journal entries.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the
consolidated balance sheets of Orthofix InternafidhV. as of December 31, 2013 and 2012, anddteaed consolidated statements of
operations and comprehensive income (loss), changdmreholders’ equity, and cash flows for eafttn® three years in the period ended
December 31, 2013. These material weaknesses wesaered in determining the nature, timing anéetxof audit tests applied in our au
of these consolidated financial statements, argdréport does not affect our report dated MarcH2814, which expressed an unqualified
opinion on those financial statements.

72



Table of Contents

In our opinion, because of the effect of the matereaknesses described above on the achievemétre objectives of the control
criteria, Orthofix International N.V. has not maiitted effective internal control over financial ogfing as of December 31, 2013, based on
the COSO criteria.

/sl Ernst & Young LLP

Dallas, Texas
March 31, 2014

ltem 9B. Other Information

Not applicable.
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PART Il

Information required by Items 10, 11, 12, 13 andf&orm 10-K is omitted from this annual reportlamill be filed in a definitive
proxy statement or by an amendment to this anmysrt not later than 120 days after the end ofifval year covered by this annual report.

Item 10. Directors, Executive Officers and Corporate Governace

We will provide information that is responsive histltem 10 regarding executive compensation ind@iinitive proxy statement or in
an amendment to this annual report not later ti2indhys after the end of the fiscal year coverethlsyannual report, in either case under
caption “Information About Directors,” “Section 18) Beneficial Ownership Reporting Compliance” artiders possibly elsewhere therein.
That information is incorporated in this Item 10reference.

ltem 11. Executive Compensatior

We will provide information that is responsive histltem 11 regarding executive compensation indafiinitive proxy statement or in
an amendment to this annual report not later ti2indhys after the end of the fiscal year coverethlsyannual report, in either case under
caption “Executive Compensation,” and possibly whsere therein. That information is incorporatedhis 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 plameur definitive proxy statement or in
amendment to this annual report not later thande3@ after the end of the fiscal year covered yaghnual report, in either case under the
captions “Security Ownership of Certain Benefiéalners and Management and Related Stockholders*Emdty Compensation Plan
Information,” and possibly elsewhere therein. Tih&drmation is incorporated in this Item 12 by mefece.

Item 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 dmnual report not later than 120 days afteetiabof the fiscal year covered by this
annual report, in either case under the captiomt&@eRelationships and Related Transactions,”@ssibly elsewhere therein. That
information is incorporated in this Iltem 13 by mefiece.

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 reymbfater 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. itfatmation 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 tlepart on Form 10-K:

1.

3.

Exhibit
Number

21

2.2

3.1

3.2

10.1

10.2

10.3

10.4t

Financial Statemen

See"Index to Consolidated Financial Statem” on page -1 of this Form 1-K.
Financial Statement Schedu

See"Index to Consolidated Financial Statem” on page -1 of this Form 1-K.
Exhibits

Description

Asset Purchase Agreement, dated as of March 8,, 2918nd between Tyco Healthcare Group LP d/b/adiew, Covidien
AG, Mallinckrodt do BrasilLtda, Kendall de Mexico/s de C.V., Novamedix Limited, Novamedix Distrilan Limited,
Novamedix Services Limited, Promeca S.A. de C.Vth@fix do Brasil, OrthofixS.r.I., Orthofix S.A.ntavent Orthofix
Limited, Breg Mexico S. de R.I. de CV, and ImplanieSistemas Medicos, Inc. (filed as an exhibthe®Company’s current
report on Form -K filed March 9, 2010 and incorporated herein tigrence)

Stock Purchase Agreement, dated as of April 232206¢ and among Breg, Inc., Orthofix Holdings, land Breg Acquisition
Corp. (filed as an exhibit to the Company’s curnetort on Form 8-K filed April 24, 2012 and incorpted herein by
reference)

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 referen

Articles of Association of the Company as amendidgld(as an exhibit to the Company’s Annual remortForm 10-K for the
year ended December 31, 2011 and incorporatedrhieyeieference’

Credit Agreement, dated as of August 30, 2010, an@mhofix Holdings, Inc., Orthofix International.W. and certain
domestic subsidiaries of Orthofix International N.#e several banks and other financial instingias may from time to tin
become parties thereunder, and JPMorgan Chase (fNed.as an exhibit to the Company’s current mtjpm Form 8-K filed
August 31, 2010 and incorporated herein by refexp|

First Amendment to Credit Agreement, dated May(34,12 among Orthofix Holdings, Inc., a Delaware cogtion, Orthofix
International N.V. (“Orthofix International”), a Keerlands Antilles corporation, certain domestiedi and indirect
subsidiaries of Orthofix International, JPMorgare€& Bank, N.A., as Administrative Agent, and certander parties thereto
(filed as an exhibit to the Compé’'s current report on Forn-K filed May 5, 2011 and incorporated herein by refee).

Limited Waiver, entered into on August 14, 2013 dmgl among Orthofix International N.V., Orthofix ldimgs, Inc. and
certain of its wholly owned subsidiaries, and dertander parties thereto. (filed as an exhibith® Company’s current report
on Form &K filed August 19, 2013 and incorporated hereinrdfgrence)

Matrix Commercialization Collaboration Agreementtered into July 24, 2008, by and between Orthdfidings, Inc. and
Musculoskeletal Transplant Foundation (filed agahnibit to the Company’s annual report on Form 1fbkthe fiscal year
ended December 31, 2009 and incorporated hereiafeyence)
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Exhibit
Number

10.5

10.61

10.7%

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

Description

Amendment No. 1 to Matrix Commercialization Colladtion Agreement, dated as of December 15, 201@nbybetween
Musculoskeletal Transplant Foundation, Inc. anch@fik Holdings, Inc. (filed as an exhibit to the f@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 Colladtion Agreement, dated as of January 9, 2012nkybatween
Musculoskeletal Transplant Foundation, Inc. anch@fik Holdings, Inc. (filed as an exhibit to amengimh no. 1 to the
Compan’s annual report on Form -K/A for the year ended December 31, 2011 and imm@ated herein by referenc

Amendment No. 3 to Matrix Commercialization Collaétion Agreement, entered into on July 1, 2013 effettive as of
June 25, 2013, by and between Musculoskeletal pransFoundation, Inc. and Orthofix Holdings, Iffided as an exhibit t
the Company’s current report on Form 8-K filed J8Jy2013 and incorporated herein by reference)dintinternational
N.V. Amended and Restated Stock Purchase Plamesded (filed as an exhibit to the Comg’s quarterly report on
Form 1(-Q for the quarter ended March 31, 2011 and incatedrherein by referenct

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

Orthofix International N.V. 2012 Long-Term Incergi¥lan (filed as an exhibit to the Company’s qurteport on
Form 1(-Q for the quarter ended June 30, 2012 and incotgmizerein by referenc

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

Orthofix International N.V. Staff Share Option Plas amended through April 22, 2003 (filed as drnildikto the Companyg
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 curreort on Form 8-
K filed January 7, 2009, and incorporated hereimdfgrence)

Form of Employee Non-Qualified Stock Option Agreenender the Orthofix International N.V. 2012 Lomhgfm Incentive
Plan (filed as an exhibit to the Company’s annapbrt on Form 10-K for the fiscal year ended Decendd, 2012 and
incorporated herein by referenc

Form of Non-Employee Director Non-Qualified Stocktidn Agreement under the Orthofix Internationa/N2012 Long
Term Incentive Plan. (filed as an exhibit to ther@any’s annual report on Form 10-K for the fisoahyended December
31, 2012 and incorporated herein by referer

Form of Employee Restricted Stock Grant Agreemenieu the Orthofix International N.V. 2012 Long Telmeentive Plan.
(filed as an exhibit to the Company’s annual reporform 10-K for the fiscal year ended December2812 and
incorporated herein by referenc

Form of Non-Employee Director Restricted Stock Griagreement under the Orthofix International N.X012 Long Term
Incentive Plan. (filed as an exhibit to the Compamnnual report on Form 1K-or the fiscal year ended December 31, Z
and incorporated herein by referenc

Form of Employee Non-Qualified Stock Option Agreenender the Orthofix International N.V. Amendedidrestated
2004 Long-Term Incentive Plan (post-2008 granigdfas an exhibit to the Company’s current reporform 8-K filed
July 7, 2009 and incorporated herein by referer
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Exhibit
Number

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

Description

Form of Non-Employee Director NoQualified Stock Option Agreement under the Orthdfiternational N.V. Amended al
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 refee).

Form of Nonqualified Stock Option Agreement under ©Orthofix International N.V. Amended and Rest#1664 Long
Term Incentive Plan (pre-2009 grants—vesting ovge&s) (filed as an exhibit to the Company’s autrreport on Form &
filed June 20, 2008 and incorporated herein byregiee).

Form of Nonqualified Stock Option Agreement under Orthofix International N.V. Amended and Rest#1664 Long
Term Incentive Plan (pre-2009 grants— year clifftireg) (filed as an exhibit to the Company’s cutmaport on Form 8-K
filed June 20, 2008 and incorporated herein byregiee).

Form of Restricted Stock Grant Agreement undei@héofix International N.V. Amended and Restate8£0ong Term
Incentive Plan (pre-2011 grants—vesting over 3 gjediled as an exhibit to the Company’s curreigiont on Form 8-K filed
June 20, 2008 and incorporated herein by refere

Form of Restricted Stock Grant Agreement undeiGhaofix International N.V. Amended and Restate6£20Qong Term
Incentive Plan (post-2010 grants—vesting over 3s)ediled as an exhibit to the Company’s annugbréon Form 10-K for
the fiscal year ended December 31, 2010 and incatpa herein by reference

Form of Restricted Stock Grant Agreement undei@héofix International N.V. Amended and Restate8£20Qong Term
Incentive Plan (3 year cliff vesting) (filed as exhibit to the Company’s current report on Form &l&d June 20, 2008 and
incorporated herein by referenc

Inducement Grant Nonqualified Stock Option Agreenimtween Orthofix International N.V. and RoberMaters (filed as
an exhibit to the current report on Form 8-K oft@ifftx International N.V dated September 10, 2008 mcorporated herein
by reference)

Inducement Grant Nonqualified Stock Option Agreemdated April 1, 2011, between Orthofix InternagbN.V. and
Vicente Trelles (filed as an exhibit to the Compamuarterly report on Form 1Q-for the quarter ended March 31, 2011
incorporated herein by referenc

Form of Indemnity Agreement (filed as an exhibithe Company’s annual report on Form 10-K for ikedl year ended
December 31, 2008 and incorporated herein by netede

Amended and Restated Employment Agreement, datefiame 15, 2011 and effective as of August 1120% and
between Orthofix Inc., Orthofix International N.&hd Robert S. Vaters (filed as an exhibit to thenGany’s quarterly repol
on current report on Forn-K filed June 16, 2011 and incorporated herein tigremce)

Amendment No. 1 to Amended and Restated Employigrégement, dated as of August 29, 2012, by and detvDrthofix
Inc. and Robert S. Vaters (filed as an exhibib® €ompany’s current report on Form 8-K filed Aug®ss, 2012 and
incorporated herein by referenc

Letter Agreement, dated March 12, 2013, betweehdii®t Inc., Orthofix International N.V. and Rob&tVaters (filed as an
exhibit to the Compar's current report on Forn-K filed March 13, 2013 and incorporated herein &fgrence)

Amended and Restated Employment Agreement, eniei@dnd effective as of July 1, 2009, by and bew@rthofix Inc.
and Michael M. Finegan (filed as an exhibit to @@mpany’s current report on Form 8-K filed July2009 and incorporated
herein by reference
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Exhibit
Number

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

Description

Amendment No. 1 to Amended and Restated Employwgrgement, dated August 4, 2009, by and betweemofixtinc.
and Michael M. Finegan (filed as an exhibit to @@mpany’s quarterly report on Form @®for the quarter ended Septem
30, 2009 and incorporated herein by referer

Amendment No. 2 to Amended and Restated Employwerdgement, dated as of October 1, 2011, by anddmtv@rthofix
Inc. and Michael M. Finegan (filed as an exhibithte Company’s current report on Form 8-K filed &ar 4, 2011 and
incorporated herein by referenc

Amendment No. 3 to Amended and Restated Employigrdement, dated as of August 29, 2012, by and detvDrthofix
Inc. and Michael Finegan (filed as an exhibit te @ompany’s current report on Form 8-K filed Augsist 2012 and
incorporated herein by referenc

Employment Agreement, entered into on Decembe®®02by and between Orthofix Inc. and Jeffrey Ma@uam (filed as
an exhibit to the Company’s annual report on Fo@iKIor the fiscal year ended December 31, 2010 andrporated here
by reference)

Amended and Restated Employment Agreement, datefi@stober 16, 2012 and effective as of Novemh&0d.2, betwee
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

Employment Agreement, entered into as of JanuaPp¥3, by and between Orthofix Inc. and Emily Bux{filed as an
exhibit to the Compar's current report on Forn-K filed January 11, 2013 and incorporated hereindigrence)

Amendment #1 to Employment Agreement, dated asbfuary 27, 2014, between Orthofix and Emily Buxtiiled as an
exhibit to the Compar's current report on Forn-K filed March 4, 2014 and incorporated herein bigrence).

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

Employment Agreement, effective as of March 13,20y and between Orthofix Inc. and Bradley R. Mafded as an
exhibit to the Compar's current report on Forn-K filed March 13, 2013 and incorporated herein &fgrence)

Inducement Grant Non-Qualified Stock Option Agreatmdated March 13, 2013, between Orthofix Intéomat N.V. and
Bradley R. Mason (filed as an exhibit to the Compsucurrent report on Form 8-K filed March 13, 204i3d incorporated
herein by reference

Restricted Stock Grant Agreement under the Orthofi@rnational N.V. 2012 Long-Term Incentive Pldated March 13,
2013, between Orthofix International N.V. and BegdR. Mason (filed as an exhibit to the Companyent report on
Form &K filed March 13, 2013 and incorporated herein &fgrence)

Letter Agreement, dated May 9, 2013, between OtHo€. and Vicente Trelles (filed as an exhibitthe Companys curren
report on Form -K filed May 14, 2013 and incorporated herein byerehce)

Letter Agreement, entered into on June 18, 201i8yden Orthofix Inc. and Brian McCollum (filed as exhibit to the
Compan'’s current report on Forn-K filed June 20, 2013 and incorporated herein ligremce)

Consulting Letter Agreement, dated as of Novemb@033, between Orthofix International N.V. and éark. Gero (filed ¢
an exhibit to the Compa’s current report on Forr-K filed November 6, 2013 and incorporated hereimdfgrence)

78



Table of Contents

Exhibit
Number Description
10.45 Settlement Agreement, entered into on June 6, 2h&ng the United States of America, acting thraihghUnited States

Department of Justice and on behalf of the Offitenspector General of the Department of Health Hochan 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. Bierméite€ as an exhibit to the Company’s current report-orm 8-K/A filed
June 7, 2012 and incorporated herein by refere

10.46 Amended Plea Agreement entered into on DecembeQll, among the United States Attorney for therigisof
Massachusetts, the Department of Justice and Octimaf (filed as an exhibit to the Company’s cuntreeport on Form 8-K
filed December 19, 2012 and incorporated hereirebgrence)

10.47 Corporate Integrity Agreement, entered into on Jur#012, between the Office of Inspector Genefréth® Department of
Health and Human Services and Orthofix Internafibh¥. (filed as an exhibit to the Company’s curtregport on Form 8-
K/A filed June 7, 2012 and incorporated herein d&fgrence)

21.1* List of Subsidiarie:

23.1* Consent of Independent Registered Public Accourking

31.1* Rule 1314(a)/15¢14(a) Certification of Chief Executive Office

31.2* Rule 13i-14(a)/15¢14(a) Certification of Chief Financial Office

32.1* Section 1350 Certification of Chief Executive Offic

32.2* Section 1350 Certification of Chief Financial O#fic

101n The following financial statements from Orthofixénnational N.V. on Form 10-K for the year ended:&aber 31, 2013

filed on March 31, 2014, formatted in XBRL.: (i) Gsnlidated Balance Sheets, (ii) Consolidated Stat¢sma Operations ai
Comprehensive Income (Loss), (iii) ConsolidatedeSteents of Changes in Shareholders’ Equity, (ivigbiidated
Statements of Cash Flows, and (v) the Notes t€thesolidated Financial Statemer

* Filed herewith

t Certain confidential portions of this exhibit wesmitted by means of redacting a portion of th fEhis exhibit has been filed separately
with the Secretary of the Commission without retbenst pursuant to our Application Requesting Conftig Treatment under the
Securities Exchange Act of 19:

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
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SIGNATURES

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

ORTHOFIX INTERNATIONAL N.V.

Dated: March 31, 2014 By: /s/ BRADLEY R. MASON
Name: Bradley R. Mason
Title: President and Chief Executive Officer, Director

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bbélptihe following persons on
behalf of the Registrant and in the capacities@nthe dates indicated.

Name Title Date
/sl BRADLEY R. MASON President and Chief Executive Officer, Director March 31, 2014
Bradley R. Mason (Principal Executive Officer)
/s/ EMILY V. BUXTON Chief Financial Officer March 31, 2014
Emily V. Buxton (Principal Financial and Accounting Officer)

Chairman of the Board of Directors

Ronald A. Matricaria

/s/ KATHLEEN T. REGAN Director March 31, 2014
Kathleen T. Regan
/s/ WALTER VON WARTBURG Director March 31, 2014
Walter von Wartburg
/s/ GUY JORDAN Director March 31, 2014
Guy Jordan
/s/ KENNETH R. WEISSHAAR Director March 31, 2014
Kenneth R. Weisshaar
/s/ DAVEY S. SCOON Director March 31, 2014
Davey S. Scoon
/s/ MARIA SAINZ Director March 31, 2014
Maria Sainz
/s/ ANTHONY MARTIN Director March 31, 2014

Anthony Martin
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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 obsyrstems to provide reasonable assurance asanable cost that assets are
safeguarded against loss from unauthorized usisposition, and that the financial records areat#é for preparing financial statements and
maintaining accountability for assets. These systara augmented by written policies, an organiratistructure 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 Committsnsisting solely of outside directors of the Camp meets periodically with
management and our independent registered puldauatants to ensure that each is meeting its radpitities and to discuss matters
concerning internal controls and financial repatiErnst & Young LLP has full and free access ®Aludit Committee.

Davey S. Scoon
Chairman of the Audit Committee

Bradley R. Mason
President and Chief Executive Officer, Director

Emily V. Buxton
Chief Financial Officer
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ORTHOFIX INTERNATIONAL N.V.

Index to Consolidated Financial Statements

Page
Index to Consolidated Financial Statements F-1
Report of Independent Registered Public AccourfEing F-2
Consolidated Balance Sheets as of December 31,&81 201~ F-3
Consolidated Statements of Operations and Compsaelemcome (Loss) for the years ended DecemberR2@®113, 2012 and 201 F-4
Consolidated Statements of Changes in Shareh’ Equity for the years ended December 31, 2013, 20022011 F-5
Consolidated Statements of Cash Flows for the yeailed December 31, 2013, 2012 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 orirsapplicable and therefore have been omitted.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Orthofix International N.V.

We have audited the accompanying consolidated balsimeets of Orthofix International N.V. (“the Caanp”) as of December 31,
2013 and 2012, and the related consolidated statsmé&operations and comprehensive income (lebshges in shareholders’ equity, and
cash flows for each of the three years in the peginded December 31, 2013. Our audits also incltiieéinancial statement schedules listed
in the index at Item 15(a). These financial stateimand schedules are the responsibility of the gzmy's management. Our responsibility is
to express an opinion on these financial staten@rdsschedules based on our 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 disds in the financial statements. An
audit also includes assessing the accounting ptesiused 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 refer@alove present fairly, in all material respedts, ¢onsolidated financial position of
Orthofix International N.V. at December 31, 201812012, and the consolidated results of its opanatand its cash flows for each of the
three years in the period ended December 31, 20T®nformity with U.S. generally accepted accoogtprinciples. 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 fdattérein.

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, 2013, based onr@iestablished in Internal Control—
Integrated Framework issued by the Committee ohSpiong Organizations of the Treadway Commissi@®2lframework) and our report
dated March 31, 2014, expressed an adverse opimépaon.

/sl Ernst & Young LLP

Dallas, Texas
March 31, 2014
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ORTHOFIX INTERNATIONAL N.V.
Consolidated Balance Sheets as of December 31, 2608 2012

(U.S. Dollars, in thousands except share and per ate data)

Assets
Current asset:
Cash and cash equivalel
Restricted cas
Trade accounts receivable, less allowances of $21ad $13,543 at December 31, 2013 and 2012,
respectively
Inventories
Deferred income taxe
Prepaid expenses and other current a:
Total current asse
Property, plant and equipment, |
Patents and other intangible assets
Goodwill
Deferred income taxe
Other lon¢-term asset

Total asset

Liabilities and shareholders’ equity
Current liabilities:
Bank borrowings
Trade accounts payak
Other current liabilitie:
Total current liabilities
Long-term debt
Deferred income taxe
Other lon¢-term liabilities
Total liabilities
Contingencies (Note 1°
Shareholder equity
Common shares $0.10 par value; 50,000,000 shatlesrened; 18,102,335 and 19,339,329 issued and
outstanding as of December 31, 2013 and 2012, ctgply
Additional paic¢in capital
Retained earning
Accumulated other comprehensive incc
Total shareholde’ equity

Total liabilities and sharehold¢ equity

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

F-3

2013 2012
(Restated)
$ 30,48¢ $ 31,05¢
23,76. 21,31«
75,56 107,31:
90,577 83,37:
33,94, 33,45(
25,90¢ 34,07¢
280,24 310,58:
54,60¢ 53,83t
9,04¢ 7,29(
53,56¢ 74,38¢
18,33¢ 18,88:
7,38t 7,92(
$423,18.  $472,89'
$ — $ 16
20,67 22,57¢
46,14¢ 39,59/
66,82( 62,18¢
20,00( 20,00(
13,13 11,45¢
12,73¢ 11,42/
112,68 105,06!
1,81( 1,93¢
216,65: 246,30¢
89,33: 114,84
2,69¢ 4,74
310,49 367,83
$423,18. $472,89
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ORTHOFIX INTERNATIONAL N.V.

Consolidated Statements of Operations and Comprehsive Income (Loss)
For the years ended December 31, 2013, 2012 and 201

(U.S. Dollars, in thousands, except share and penare data)

Product sale
Marketing service fee
Net sales

Cost of sale:

Gross profit
Operating expenst
Sales and marketir
General and administrati\
Research and developm
Amortization of intangible asse
Costs related to the accounting review and restté
Impairment of Goodwil
Charges related to U.S. Government resolutionsgN @)

Operating (loss) incom
Other income and (expens

Interest expense, n

Other income (expens

(Loss) income before income tax

Income tax expens

Net (loss) income from continuing operatic

Discontinued operations (Note 1
Gain on sale of Breg, Inc., net of t
Loss from discontinued operatio
Income tax benefit (expens

Net loss from discontinued operatic

Net (loss) incomi

Net income (loss) per common sk—basic:
Net (loss) income from continuing operatic
Net loss from discontinued operatic

Net (loss) income per common sk—basic

Net income (loss) per common sk—diluted:
Net (loss) income from continuing operatic
Net loss from discontinued operatic
Net (loss) income 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 compratierincome
Other comprehensive income (loss), net of
Comprehensive (loss) incor

2013

$ 352,79
47,73¢
400,53
102,30(
298,23«

176,58:
65,14’
26,76¢

2,681
12,94¢
19,19:

303,32:
(5,087)

(1,925)
2,22(
29F
(4,797)
(10,116
(14,90¢)

(15,510)
4,90¢
(10,607

$ (25519

$  (0.80
(0.57)
$ (139

$  (0.80
(0.57)
$ (139

18,697,22
18,697,22

$ (1,769
(44z)

(2,210)

164

(2,046

$ (27,56)

2012
(Restated)
$ 401,03¢
46,54
447,58:
98,25:
349,32

187,13:
53,39
28,571

2,29¢

1,29t
272,69.
76,63¢

(4,749
(1,705)
(6,44¢)
70,18t

(25,13¢)
45,05(

1,34¢
(2,99

(563)

(2,217

$ 42,83

$ 2.31

(0.12)
$ 2.2t

$ 2.3z

(0.1)
$ 2.21

18,977,26
19,390,41

$ 76¢€
41€

1,18¢

(159)

1,031

$ 43,86

2011
(Restated)
$ 405,14
36,82«
441,97
95,52°
346,44:

193,51:
64,48
22,86

2,55(

57,14:
340,54
5,90(

(5,541)
(2,417)
(7,959
(2,059
(14,165
(16,219

(2,709)

81¢

(1,899

$ (18110

$  (0.89
(0.10)
$  (0.99

$  (0.89
(0.10)
$  (0.99

18,219,34
18,219,34

$ (2279
(692)

(2,977)

25€

(2,716

$ (20,826
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ORTHOFIX INTERNATIONAL N.V.

Consolidated Statements of Changes in Shareholdersguity
For the years ended December 31, 2013, 2012 and 201

(U.S. Dollars, in thousands, except share da
At December 31, 2010 (Restated)

Net loss
Unrealized loss on derivative instrument
(net of tax benefit of $25¢
Translation adjustmel
Purchase of minority intere
Tax benefit on exercise of stock optic
Reclassification for tax benefit on exercise of
stock options
Sharebased compensation expel
Common shares issu
At December 31, 2011 (Restate
Net income
Unrealized gain on derivative instrument
(net of taxes of $15:
Translation adjustmel
Sharebased compensation expel
Common shares issui
At December 31, 2012 (Restate
Net loss
Unrealized loss on derivative instrument
(net of tax benefit of $16¢
Translation adjustmel
Sharebased compensation expel
Common shares issui
Retirement of repurchased common st

At December 31, 201

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

Accumulated

Number of Additional Other Total
Common Common Comprehensive Shareholders’
Shares Paid-in Retained
Outstanding Shares Capital Earnings Income Equity
17,726,64 $ 1,772 $195,59° $ 90,11¢ $ 6,43( $ 293,91
— — — (18,110) — (18,110)
— — — — (437) (437)
— — — — (2,279 (2,279
- - (517) - - (517)
— — 1,73 — — 1,73
— — (8,999 — — (8,999
— — 6,64¢ — — 6,64¢
738,79¢ 74 20,03¢ — — 20,11
18,465,44 1,84¢ 214,50! 72,00¢ 3,714 292,07-
— — — 42,83¢ — 42,83¢
— — — — 263 263
— — — — 76€ 76€
— — 6,30: — — 6,30:
873,88! 88 25,49¢ — — 25,58¢
19,339,32 1,93¢ 246,30t 114,84° 4,74F 367,83:
- - - (25,515 - (25,515
— — — — (27€) (27€)
— — — — (1,76¢) (1,76¢)
— — 6,267 — — 6,267
200,58 20 3,43( — — 3,45(
(1,437,57) (144) (39,35() — — (39,494
18,102,33 $ 1,81( $216,65: $ 89,33: $ 2,69¢ $ 310,49:
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ORTHOFIX INTERNATIONAL N.V.
Consolidated Statements of Cash Flows
For the years ended December 31, 2013, 2012 and 201

(U.S. Dollars, in thousands 2013 2012
(Restated
Cash flows from operating activitie
Net (loss) incom $(25,51%) $ 42,83t
Adjustments to reconcile net (loss) income to ashcprovided by operating activitie
Depreciation and amortizatic 22,65¢ 20,58(
Amortization of debt cosi 72C 1,737
Provision for doubtful accoun 6,00: 10,57:
Deferred income taxe (1,986 (1,252
Shar-based compensatic 6,267 6,30:
Impairment of goodwil 19,19: —
Gain on sale of Breg, Inc., net of t — (1,345
Excess income tax benefit on employee s-based award (82 (1,020
Income tax benefit (expense) on employee «-based award 79t 2,91C
Other 4,44 4,13¢
Changes in operating assets and liabilities, neffett of dispositions
Trade accounts receivak 25,747 (18,439
Inventories (6,626) (2,495
Escrow receivabl — 41,53}
Prepaid expenses and other current a: 6,791 (15,57
Trade accounts payak (2,280 4,57¢
Charges related to U.S. Government resolut — (83,17¢)
Other current liabilitie: 8,01¢ (5,72¢
Other lon¢-term asset 4,29¢ 3,41¢
Other lon¢-term liabilities (1,567 61€
Net cash provided by operating activit 66,88: 10,18¢
Cash flows from investing activitie
Capital expenditures for property, plant and eqept (24,78°) (27,999
Capital expenditures for intangible ass (4,89)) (780)
Payment made in connection with acquisi — —
Net proceeds from sale of Breg, i — 153,77
Net cash (used in) provided by investing activi (29,679 124,99¢
Cash flows from financing activitie
Net proceeds from issuance of common sh 3,45( 25,58¢
Payment of refinancing fees and debt issuance — —
Repayments of lor-term debr (16 (188,699
Repayment of bank borrowings, r — (1,297
Changes in restricted ca (2,375 25,79¢
Purchase of common sto (39,499 —
Cash payment for purchase of minority interesuinsgdiary — —
Excess income tax benefit on employee s-based award 82 1,02(
Net cash used in financing activiti (38,359 (137,58
Effect of exchange rate changes on ¢ 581 25C
Net (decrease) increase in cash and cash equiy (569) (2,152
Cash and cash equivalents at the beginning ofehe 31,05¢ 33,20
Cash and cash equivalents at the end of the $ 30,48¢ $ 31,05t
Supplemental disclosure of cash flow information
Cash paid during the year fc
Interest $ 2,04¢ $ 4,56¢
Income taxe: $ 8,77t $ 18,26t

The accompanying notes form an integral part o$¢heonsolidated financial statements.
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2011
(Restated

$(18,11()

23,01
1,23¢
12,93¢
(52
6,64¢

(1,737
4,491

292
(12,629
(32,56

2,82¢
2,32:
87,82t
2,69t
(17,30)
2,87¢
64,78:

(24,969
(799)

(31,009

20,11
(75€)
(7,500)
(2,561)
(24,179
(517)
1,731
(13,669
(469)
19,64¢
13,56:

$ 33,20:

s 17,081
$ 26,22°
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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 Companyngased of four reportable segments:
BioStim, Biologics, Extremity Fixation and Spinex&tion supported by Corporate activities.

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

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

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

(b) Reclassifications

The Company has reclassified certain line itenottform to the current year presentation. The saifigations have no effect on
previously reported net earnings or shareholdeysite.

(c) Use of estimates in preparation of financial stateemts

The preparation of financial statements in conftymiith GAAP requires management to make estimatesassumptions that affect
reported amounts of assets and liabilities andalisce of contingent assets and liabilities atdate of the financial statements and the
reported amounts of revenues and expenses duengplorting period. On an ongoing basis, we evaloat estimates, including those rel:
to the recoverability and useful lives of long-livassets and the adequacy of the allowance fortiibaccounts 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 resultkioh form the basis for making judgments aboutdfeying values of assets and liabilities
that are not readily apparent from other sourcesu@ results could differ from those estimates.

(d) Foreign currency translation

The financial statements for operations outsidd_thiéed States are generally maintained in thaallcurrency. All foreign currency
denominated balance sheet accounts, except shaeesicdquity, are translated to U.S. dollars ar yeal exchange rates and revenue and
expense items are translated at weighted averégeobhexchange prevailing during the year. Gaimslasses resulting from the translatiol
foreign currency are recorded in the accumulatbdratomprehensive income component of shareholdqrsty. Transactional foreign
currency gains and (losses), including those géegifeom intercompany operations, are includectireoexpense, net and were $0.7 million
loss, $0.5 million loss and $1.6 million loss fbetyears ended December 31, 2013, 2012 and 2GhEatévely.

(e) Cash and cash equivalent

The Company considers all highly liquid investmanith an original maturity of three months or Ieéghe date of purchase to be cash
equivalents.
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() Restricted cash

Restricted cash consists of cash held at cert&isidiaries, the distribution or transfer of whichQrthofix International N.V. (the
“Parent”) or other subsidiaries that are not parttethe credit facility described in Note 9 istrieted. The senior secured credit facility
restricts the Parent and subsidiaries that ar@aties to the facility from access to cash heldiothofix 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 Compaexip®sed to the impact of changes in interest mtdgoreign currency fluctuations.
The Companys objective is to limit the impact of such movenseoh earnings and cash flows. In order to achieigedbjective, the Compal
seeks to balance its non-U.S. dollar denominatedihme and expenditures. During 2013, 2012 and 20&1Company made use of a foreign
currency swap agreement to manage cash flow expgsurerated from foreign currency fluctuations.

The Company generally does not require collatendtade receivables.

(h) Inventories

Inventories are valued at the lower of cost omeated net realizable value, after provision foress; obsolete or impaired items which
is reviewed and updated on a periodic basis by gemant. For inventory procured or produced, whetiternally or through contract
manufacturing arrangements, at our manufacturioijtiain Italy, cost is determined on a weighteeeeage basis, which approximates the
first-in, first-out (“FIFO”) method, due to the Higurn-over rate of inventory at this location. korentory procured or produced, whether
internally or through contract manufacturing arramgnts, at our manufacturing facility in Texasndtd costs, which approximates actual
cost on the FIFO method, is used to value inventstgndard costs are reviewed annually by managewremore often in the event
circumstances indicate a change in cost has oaturte valuation of work-in-process, finished proidy field inventory and consignment
inventory includes the cost of materials, labor atiter production costs. Field inventory representaediately saleable finished products
inventory that is in the possession of the Compadyrect sales representatives. Consignment innengpresents immediately saleable
finished products located at third party customeush as distributors and hospitals.

(i) Long-lived assets, including intangibles

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 instrumemtdwld by customers and is generally t
to facilitate the implantation of the Company’s guots, the associated cost and accumulated defoacis of December 31, 2013 was $54.9
million and ($33.7 million), respectively. Depretitam is computed on a straight-line basis overubeful lives of the assets. Depreciation of
leasehold improvements is computed over the shoftire lease term or the useful life of the asBlé useful lives are as follows:

Years
Buildings 25to 3
Plant equipment and instrumentat 2to 1(
Furniture and fixture 4to ¢

Expenditures for maintenance and repairs and narewals and improvements, which do not extendivhe of the respective assets,
are expensed as incurred. All other expendituressftewals and improvements are

F-8



Table of Contents

capitalized. The assets and related accumulateg@ciafion are adjusted for property retirements disdosals, with the resulting gain or loss
included in operations. Fully depreciated assetsie 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 otlebntdogy 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 occurredatbatd indicate impairment or a change in the revimai 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 liabildtethe 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 present vafuestimated future cash flows. In
determining the estimated future cash flows assediaith intangible assets, the Company uses eg@and 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.

() Goodwill

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 gpoaoent. The Company has identified
four reporting units, which are consistent with @@mpany’s reporting segments: BioStim, BiologEstremity Fixation, and Spine Fixation.

In order to calculate the respective carrying valtlee Company initially recorded goodwill basedioa 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 respectivigilootion measure of each reporting unit. Effectivty 1, 2013, the Company re-aligned its
reporting units and consequently reallocated thmeyivay value of goodwill from its previous reporgmnits to its new reporting units based on
the relative fair value of each new reporting toitotal enterprise value at July 1, 2013.

As a result of the Company’s change in reportabtgrents, the Company allocated goodwill to eachrtaple segment, and
subsequently evaluated each reportable segmepb$sible impairment of goodwill, as there were éadiors of impairment when completing
a qualitative analysis. The result of this analygs a full impairment of the goodwill allocateddor Extremity Fixation and our Spine
Fixation reportable units, totaling $19.2 million.

The Companys annual goodwill impairment analysis, which wadqrened qualitatively during the fourth quarter2f13, did not resu
in any additional impairment charge.
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(k) Derivative instruments

The Company manages its exposure to fluctuating taws resulting from changes in interest rates fmmeign 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 (botieatedge’s inception and on an ongoing
basis) whether the derivative that is used in #dging 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 hedted;i (2) the derivative expires or is sold,
terminated or exercised; or (3) management detesrtimat designating the derivative as a hedgirtgiim&nt is no longer appropriate.
Ineffective portions of changes in the fair valdeash flow hedges are recognized in earnings.

The Company records all derivatives as either assdtabilities on the balance sheet at their eetipe fair values. For a cash flow
hedge, the effective portion of the derivative’suiape in fair value (i.e. gains or losses) is iflitieeported as a component of other
comprehensive income, net of related taxes, ansesjutently reclassified into net earnings when tdgbd exposure is no longer effective.

The Company utilizes a cross currency swap to maitagoreign currency exposure related to a portibthe 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 &lérivatives and Hedging.

()  Accumulated other comprehensive incom

Accumulated other comprehensive income is compigddreign currency translation adjustments areldfiective portion of the gain
(loss) on the Company'’s cross-currency swap, wisickesignated and accounted for as a cash flowehgsag Note 10). The components of
and changes in accumulated other comprehensivenmewne as follows:

Foreign Currency Accumulated Other

Fair Value of
Translation Cross- Comprehensive

(U.S. Dollars in thousands Adjustments Currency Swaps Income
Balance at December 31, 2011 (Restated) $ 3,84¢ $ (132) $ 3,71«
Unrealized gain on cross-currency swaps, net afgax

$153 — 262 262
Foreign currency translation adjustment 76¢ — 76¢
Balance at December 31, 2012 (Resta 4,61« 131 4,74¢
Unrealized loss on crogssrency swaps, net of tax benefit

$164 — (27¢) (27¢)
Foreign currency translation adjustment (1,769 — (1,769
Balance at December 31, 20 $ 2,84¢ $ (149 $ 2,69¢

(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
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(m) Revenue recognition and accounts receivab

Commercial revenue is related to the sale of the@my’s implant products, generally representingpital customers. Revenues are
recognized when these products have been utilizddiaonfirming purchase order has been receiwed the hospital.

Revenue is derived from third-party payors, inahgdcommercial insurance carriers, health maintemanganizations, preferred
provider organizations and governmental payors sgdiedicare, in connection with the sale of oimslation products. Revenue is
recognized when the stimulation product is place@woimplanted in and accepted by the patient. Am®paid by these thirparty payors ar
generally based on fixed or allowable reimbursematets. These revenues are recorded at the expmagpeelauthorized reimbursement rat
net of any contractual allowances or adjustmengstaih billings are subject to review by the thiyarty payors and may be subject to
adjustment.

For distributor revenue, which is related primatdyimplant products, the Company recognizes regaitler on a sell-in or selougt
basis depending on the specific circumstanceseodlistributor. In some cases the Company recoguiisggbutor revenue as title and risk of
loss passes at either shipment from the Compaagibties or receipt at the distributor’s facilitgssuming all other revenue recognition
criteria has been achieved (the “sell-in methoBgsed on the results of the Independent ReviewCtmepany determined in some cases the
revenue recognition criteria for distributor salesre not satisfied at the time of shipment or negaipecifically, the existence of extra-
contractual terms or arrangements caused the Commuairio meet the fixed or determinable criteriarfavenue recognition in some cases,
and in others collectability had not been establislin situations where we are unable to satisfyréyuirements to recognize revenue on the
sell-in method, we recognize revenue relating strifiutor arrangements once the product is deld/evghe end customer (the “sell-through
method”). Because the Company does not have reliafdrmation about when its distributors sell greduct through to end customers, the
Company uses cash collection from distributors laasas for revenue recognition under the sell-tghomethod. Although in many cases the
Company is legally entitled to the accounts redadwat the time of shipment, the Company has ramgeized accounts receivables or any
corresponding deferred revenues associated withitditor transactions for which revenue is recogdinn the sell-through method. Effective
April 1, 2013, all distributor revenue is recogrizen the sell-through basis.

For distributors on the sell-in method prior to Ady, 2013, cost of sales is recognized upon shiginfeor sell-through distributors,
whose revenue is recognized upon cash receip€ahgpany considers whether to match the relatedatastles expense with revenue or to
recognize expense upon shipment. In making thissassent, the Company considers the financiallyiliiabf its distributors based on their
creditworthiness to determine if collectabilityahounts sufficient to realize the costs of the povsl shipped is reasonably assured at the
of shipment to these distributors. In instancesreltiiee distributor is determined to be financiadigble, the Company defers the costs of s
until the revenue is recognized.

Biologics revenue is primarily related to a colledttve arrangement with MTF. In 2008, the Compamntgred into a collaborative
arrangement with MTF to develop and commercialigaifly Evolution ®, a stem cell-based bone growibldgic matrix. With the
development process completed in 2009, the ComaadyMTF operated under the terms of a separate eocmtization agreement. Under
the terms of the 10-year agreement, MTF sourcetishee, processed it to create the bone growthxmpackaged and delivered it to the
customer in accordance with orders received fraenGbmpany. The Company has exclusive global madgeights for Trinity Evolution ®
and receives marketing fees from MTF based on satigls. These marketing fees are recorded onltzsit within net sales and were $47.7
million, $46.5 million and $36.8 million in 2013022 and 2011, respectively. On January 10, 20E2Cthmpany announced that it had
reached an agreement with MTF to both co-develabcammercialize a new technology for use in boradtigig applications and to expand
MTF’s Trinity Evolution ® processing capacity. Taenendment amends the term of the existing agreenméihthe later of (i) 15 years after
the date that certain development milestones wehie@ed under the existing agreement (which ocdulltging 2010) or (ii) the date that
certain licensing
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arrangements between the Company and NuVasivegxpire. MTF is considered the primary obligorliese arrangements and therefore
Company recognizes these marketing service fe@snan basis upon shipment of the product to theoouer.

Revenues exclude any value added or other locaestamtercompany sales and trade discounts. Shy@id handling costs are included
in cost of sales.

The process for estimating the ultimate collecbbaccounts receivable involves significant assuomgtand judgments. Historical
collection and payor reimbursement experience istagral part of the estimation process relategserves for doubtful accounts and the
establishment of contractual allowances. Accougtgivable are analyzed on a quarterly basis teasbe 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 awjustto revenue. These estimates are
periodically tested against actual collection eigrare.

(n) Sale of accounts receivable

The Company will generally sell receivables fromt@i@ Italian hospitals each year. The estimatéated fee for 2013 and 2012 was
$0.8 million and $0.6 million, respectively, whithrecorded as interest expense. Trade accourgwabtes sold without recourse are
removed from the balance sheet at the time of sale.

(0) Share-based compensation

The fair value of service-based stock options aterthined using the Black-Scholes valuation moSieth value is recognized as
expense over the service period net of estimatedifores.

The fair value of market-based stock options aterdgned at the date of the grant using the MoratddGraluation methodology. Such
value is recognized as expense over the requisitéce period adjusted for estimated forfeituresefach separately vesting tranche of the
award. The Monte Carlo methodology that we usestinaite the fair value of market-based optionsiipomates into the valuation the
possibility that the market condition may not bsfied.

The expected term of options granted is estimassgédhon a number of factors, including the vesdimg) expiration terms of the award,
historical employee exercise behavior for bothanpsithat are currently outstanding and optionstinge been exercised or are expired, the
historical volatility of the Company’s common stogkd an employee’s average length of service. iBkeftiee interest rate is determined
based upon a constant U.S. Treasury security ridtteavcontractual life that approximates the expéderm of the option award. Management
estimates expected volatility based on the histbriolatility of the Company’s stock. The compeimaexpense recognized for all equity-
based awards is net of estimated forfeitures. Karées are estimated based on an analysis of agptiain forfeitures.

(p) Advertising costs

The Company expenses all advertising costs asreatuAdvertising expense included in sales and etarg expense for the years
ended December 31, 2013, 2012 and 2011 was $digm#0.3 million and $0.5 million, respectively.

(@) Research and development cos

Expenditures related to the collaborative arrangeméh MTF are expensed based on the terms ofetfag¢ed agreement. Milestone
payments made to MTF in 2013 and 2012 totaled $@l®&n and $3.0 million, respectively. There were milestone payments made to MTF
in 2011. Expenditures for other research and devedmt are expensed as incurred.
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() Income taxes

The Company is subject to income taxes in botHt® and foreign jurisdictions, and uses estimai@etermining 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 lisgsilére recognized based on temporary differene@ggen 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, includingaydrating loss and tax credit carry forwards. keasing the need for a valuation allowance
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, Income Taxes, which éosta two-step approach to
recognizing and measuring uncertain tax positidhg. first step is to evaluate the tax position te@eexpected to be taken in a tax return by
determining if the weight of available evidenceitrades that it is more likely than not that, oneaaluation of the technical merits, the tax
position will be sustained on audit, including fesion of any related appeals or litigation proesssThe second step is to measure the tax
benefit as the largest amount that is more than B8y to be realized upon ultimate settlemente T@ompany reevaluates income tax
positions periodically to consider factors suclela@nges in facts or circumstances, changes intenpiretations of tax law, effectively settled
issues under audit, and new audit activity. Suchamnge in recognition or measurement would resuitcognition of a tax benefit or an
additional charge to the tax provision.

The Company includes imputed interest and any eglplié penalties related to tax issues as partcohie tax expense in our
consolidated financial statements.

(s) Netincome (loss) per common shat

Net income (loss) per common share—basic is cordpuging the weighted average number of common slwanstanding 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 eatteafespective years using the “treasury stockhow if dilutive. Common equivalent
shares represent the dilutive effect of the assuemectise of outstanding share options (see NgteT2@ only differences between basic and
diluted shares result from the assumed exercisertdin outstanding share options.

() Financial instruments and concentration of credit isk

Financial instruments that could subject the Corgara concentration of credit risk consist prirhyadf cash and cash equivalents and
accounts receivable. Generally, the cash is hdlmtgé financial institutions and our cash equimtdeconsist of highly liquid money market
funds. The Company performs ongoing credit evaduatiof the customers, generally does not requitatecal and maintain a reserve for
potential credit losses. The Company believesatwncentration of credit risk related to the actsueceivable is limited because the
customers are geographically dispersed and the:ssrd are diversified across several industries.

Net sales to our customers and distributors bas&aiiope were approximately $52 million in 2013 g¥hiesults in a substantial porti
of our trade accounts receivable balance as ofDeee31, 2013. 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.

(u) Recently issued accounting standard

In July 2013, the Financial Accounting Standardafq“FASB”), issued Accounting Standards Upda#St”) No. 2013-11,
Presentation of an Unrecognized Tax Benefit WhietaOperating Loss Carryforward, A Similar Tax Losisa Tax Credit Carryforwart
Exists. The authoritative guidance concludes that, under
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certain circumstances, unrecognized tax benefisldibe presented in the financial statementsradction to a deferred tax asset for a net
operating loss carryforward, a similar tax lossadax credit carryforward. We adopted this guideearly, as permitted, for the fiscal year
ended December 31, 2013. The adoption of this gerlaid not have a material effect on our constéididinancial statements.

In February 2013, the FASB issued ASU No. 2013@2nprehensive Income (Topic 220): Reporting of AntoReclassified Out of
Accumulated Other Comprehensive IncoThe standard requires presentation (either ing@lesimote or parenthetically on the face of the
financial statements) of the effect of significantounts reclassified from each component of accatedlother comprehensive income based
on its source and the income statement line itdfestad by the reclassification. If a componentas required to be reclassified to net incc
in its entirety, a cross reference to the relatedrfote for additional information is required. Tdmmendments are effective prospectively for
reporting periods beginning after December 15, 20h& adoption of this guidance did not have a nadteffect on our consolidated financ
statements.

On June 16, 2011, the FASB issued ASU No. 201Réssentation of Comprehensive InconTdnis ASU eliminates the current option
to present other comprehensive income and its capmis in the statement of changes in shareholdgtsty and increases the prominenc
other comprehensive income in the statements byiging an alternative to present the componentsedincome and comprehensive income
as either one continuous or two separate but catisedinancial statements. Companies are alsoiredjtio present reclassification
adjustments for items that are reclassified froheotomprehensive income to net income within tlsta@ments. This standard is to be
applied retrospectively and is effective for fisgahrs beginning after December 15, 2011 with eadltyption permitted. The Company
adopted this ASU as of March 31, 2012 and it didhawve a material impact on the Company’s constdiifinancial statements.

2. Restatement of the Consolidated Financial Statemes
Background

In July 2013, the Audit Committee (the “Audit Conttae”) of the Company’s Board of Directors (the @®d”) commenced an
independent review with the assistance of outsidéepsionals into whether the Company had propedggnized revenue under U.S.
generally accepted accounting principles (“GAARi'cbnnection with certain revenue that had beeorded in 2012 and 2011 (the
“Independent Review”). In conjunction with the Impaadent Review, the Company concluded that erpassegl in the Company’s previously
issued financial statements for the fiscal yeadedrDecember 31, 2012 and 2011, the interim guxageriod ended March 31, 2013, and
certain other prior periods.

In reaching these conclusions, the Company coreidaformation obtained in the Independent Reviealuding emails, data and
interviews with current and former employees thdidated (i) the existence of extra-contractuahteor arrangements at the onset of the sale
and concessions agreed to subsequent to the salml such as extended payment terms and retdrexahange rights for sales to distribui
with respect to certain transactions, (ii) thatha&t time of some sales collection was not reasgradsured, and (iii) that certain amounts
previously characterized as commissions were paidlated parties of the applicable customer.

The Company assessed the information derived fhanndependent Review in making determinations va#ipect to accounting
adjustments reflected in the restated consolidé@edcial statements contained in the Amendmendsimits Annual Report on Form 1for
the fiscal year ended December 31, 2013, and setelrdinations are consistent with the findingshef iIndependent Review. In addition to
the matters that were the subject of the Indepdri@ewiew, certain other adjustments identified lnagement, including revisions to
inventory reserves and royalties, were made tedmsolidated financial statements in connectiom wie restatement.

The correction of these errors had the followingamt: decreased net sales by $14.7 million and2%28lion for the years ended
December 31, 2012 and 2011, respectively; and dsedenet income from continuing
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operations by $8.9 million and $14.5 million foethears ended December 31, 2012 and 2011, resglgciihe following include
descriptions of the significant adjustments to@wmpany’s financial position and results of openadifrom the previously reported
consolidated financial statements.

Distributor Revenue Recognition

The Company has determined that it previously rezegl revenue with respect to certain distribuédationships before all revenue
recognition criteria were met. Specifically, then@many has determined that a fixed or determinaddkssrice did not exist, and/or collection
was not reasonably assured, with respect to cerisactions where revenue had previously beegnézed at the time of shipment.
Specifically, the Company’s review revealed arrangets, or extra-contractual terms, with certaithefCompany’s distributors regarding
extended payment terms, return or exchange rightscontingent payment obligations for sales tdglistributors with respect to certain
transactions. There were also concessions being swzsequent to the shipment of inventory to te&ibdutors and the related revenue
recognition. Based on the results of this reviewyds determined that these arrangements wereppobariately evaluated under the
appropriate revenue recognition criteria applicalider GAAP. Distributor sales represented appratéfy 11 — 13% of the Company’s net
sales (prior to the restatement) of approximatdiyZsmillion and $470 million for the years endedcBmber 31, 2012 and 2011, respectively.

The Company previously recognized distributor reseeas title and risk of loss passed at either shifpfiom the Company’s facilities
or receipt at the distributor’s facility, assumialfjother revenue recognition criteria had beeneaed (the “sell-in method"Based on revie
of all facts and circumstances related to the gearents described above, the Company determineththeny instances the revenue
recognition criteria under the sell-in method weoe satisfied at the time of shipment or receipedfically, the existence of ext@ntractua
terms or arrangements caused the Company not tbtheefixed or determinable criteria for revenueognition in some cases, and in others
collectability had not been established. In situatiwhere the Company is unable to reasonably af&tithe effects of these extra-contractual
terms, it is precluded from recognizing revenuatieg to distributor arrangements until the prodaatelivered to the end customer. This
method is commonly referred to as the “sell-thrdugtvenue recognition method because the vendos dokerecognize revenue until the
transaction consideration is fixed or determinaieich coincides with the selling of the produatatiigh the distribution channel to the end
customer. Because the Company does not have eeli@brmation about when its distributors sell gmeduct through to end customers, the
Company will use cash collection from distributassa basis for revenue recognition under the lselagh method. Although in many cases
the Company is legally entitled to the accounteireble at the time of shipment, since the reveraegnition criteria has not been met, the
Company has not recognized accounts receivablasyocorresponding deferred revenues associatediv@sie transactions.

As part of the review, the Company also considénedaccounting treatment for the related cost lefssahen distributor revenue is
recognized on a sell-through basis. Previouslyt absales were recognized upon shipment; howdlrerCompany believes the matching of
the recognition of costs of sales with revenueégired and therefore considered if such costaldime deferred until revenue is recognized
on a sell-through basis. In making this assessntemCompany considered the financial viabilityitefdistributors based on their
creditworthiness to determine if collectabilityahounts sufficient to realize the costs of the potsl shipped was reasonably assured at the
time of shipment to these distributors. In instanaefere the distributor was determined to be fifadlycviable, the Company determined that
costs of sales should be deferred until the revénterognized. For those distributors where then@any has concluded that collectability
was not reasonably assured, the Company has exptmeseelated cost of sales upon shipment.
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Based on the results of the Independent ReviewCtmpany determined that all distributor transaxgtishould be transitioned to the
sell-through method of accounting as of the dag=siidbed below:

» For distributor transactions within the Compar®rthopedics division, the Company has determihatl sell-through accounting
should be applied within the Brazil subsidiary &irprior periods given the frequency with whicke tBompany conducted busin
under extra-contractual and undocumented termselisas the Company’s inability to fully access arlging transactional and
other information that would be necessary to evaltransactions under a sell-in basis. For distoibtransactions within the
division outside the Brazil subsidiary, there walso sales to four distributors that did not mbetftxed or determinable or
collectability revenue recognition criteria andréfere, such sales were adjusted tc-through accounting in the restateme

« For distributor transactions within the Company.S. Spine division, the Company has determthadl sell-through accounting
should be applied beginning January 1, 2011. Fatigws consideration of the information providedrh the Independent
Review, the Company believes that January 1, 2011ei date extra-contractual terms became pervasthe Company’s U.S.
business, and it is unaware of circumstances agigtiior to that date that would require it to ktlyaapply sellthrough accountin
to all distributor transactions within the U.S. Spidivision. Additionally, there were sales in 2@I®I 2011 for which revenue w
previously recognized that did not meet the fixedeterminable criteria and the product associafi#iu such sales was
subsequently returned in 2013 (i) under the terfmeegotiated agreements whereby the Company tetednes relationships with
two distributors and (i) by an additional distrtbuwho returned certain product sold pursuant¢orgingent sales arrangement.
Such sales represented approximately $3.3 millimh$4.1 million for the years ended December 31224nd 2011, respectively.
Due to the return of the product, no revenue velrbcognized for these transactic

* The Company has determined that stimulatiowlypects sold to distributors within the Company’s USBine division during 2012
did not meet the fixed or determinable (and in s@ases, collectability) revenue recognition crderat the time of shipment.
Therefore, the Company has determined that sellititr accounting should be applied for these skasagement also
determined that many of these distributors (otiaféis thereof) received commission payments asgbdine sales transactions,
which the Company previously recorded as saleswaartteting expense. The Company has recorded adjnsgrin the restateme
to net these commission expenses against revesitiege\yarepresented product discou

 The Company has determined that it will prosipety apply sell-through accounting for all remiaig distributor arrangements
(which entails arrangements within the Company'th@pedics division outside the Brazil subsidiargyimning April 1, 2013, the
earliest date for which financial statements hadpneviously been issued by the Company at the tifitee determination.
Although the Independent Review did not provideinfation to indicate extra-contractual terms ot thistorical revenue
recognition was inappropriate in these remainirggainces, the Company believes the information fterindependent Review
indicating that the Company has a history of exvatractual arrangements for distributor transasti@s described above,
provides additional information which should be sidered in reassessing the application of sellefincaccounting on a
prospective basis, particularly given that the Camypbelieves that there is a higher risk associattddistributor arrangements
generally.

The effect of adjustments made to the Company’sipusly filed consolidated statements of operatiass result of these matters are
shown in the tables below. These adjustments alddtte following effects on the Company’s previgu#ed consolidated balance sheets:

» Accounts receivable decreased as of Decemh&(3P by $41.3 million related to the de-recogmitof receivables for which
revenue has been deferred and will now be recodminea se-through basis, based on cash collecti

* Inventory increased as of December 31, 201814y0 million to recognize the costs of inventadnjpsnents to distributors
determined to be financially viable as discusseipusly.
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I nventory Reserves

The Company also identified material errors in imeey reserves. One error related to the Compatyrding an increase of $1.2
million to the Company’s excess and obsolete resegrthe second quarter of 2012 related to a proditkin the Spine business that was
subsequently reversed by the Company in the fauréirter of 2012. During the Company’s review, isvaetermined that removing the
reserve in the fourth quarter of 2012 was not atritberefore the reserve has been reinstated.

The Company has also determined that certain instemgies existed with respect to how the Compaayipusly computed and
recorded inventory reserves. As a result, the Compas reviewed the methodologies used to commaeecord inventory reserves and
determined that errors in the application of GAA#BsEd in prior periods, which required adjustmiarthese financial statements. Based on
this review, the Company has determined that Wipresly made reductions to previously recordedmesebased on changes in forecasted
demand, which it believes was contrary to guidasatdorth in ASC Topic 330nventory(specifically ASC 330-10-334), which states that
write-down of inventory to the lower-of-cost-or-rkat value at the close of a fiscal year createsvacost basis that subsequently should not
be marked up based on changes in underlying cirzumoss. The restated consolidated financial statesm®ntain several adjustments to
reflect recomputed inventory reserves in each eféhevant periods.

These adjustments resulted in a decrease to inyeftoe to an increase in reserves) as of Decethe2012, by $14.8 million.

Royalties

The Company also reviewed the accounting for ree@tind determined there were royalties classigedales and marketing expense;
however, such royalties were based on sales oluptednd were paid to doctors who consulted onldpreent of those products. Given th
amounts are attributable to the cost of produdiegGompany’s products, the Company determinedahegorrectly classified as cost of
goods sold.

Other Adjustments

In addition to the adjustments recorded to addtes€ompany’s errors in accounting for distribugrenue recognition, inventory
reserves, and royalties, the Company has identifiedr errors that are generally not material viitially or in the aggregate, but have been
recorded in connection with the restatement.

Included in Other Adjustments are adjustments ¢tassify interest expense from continuing operatimndiscontinued operations of
$3.9 million for the year ended December 31, 20tk reclassification was necessary as the Compsery a portion of the proceeds from
sale of Breg, Inc. to repay in full the remainir@7$6 million balance on the Term Loan Facility gr&y down $57.5 million of amounts
outstanding under the Revolving Credit Facility.
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There were no material impacts to the statementagi flows for the items above other than to imseeoperating cash flows and
decrease financing cash flows for $1 million foe trear ended December 31, 2012. The results @fdjustments to the Company’s
previously filed consolidated statements of operatidetailed above are summarized in the tablesvbdlhe tax effect of the adjustments is
estimated based on the Company’s effective tax rate

(U.S. Dollars, in thousand
Net sales
Cost of sale:

Gross profit

Operating expense
Sales and marketir
General and administrati
Research and developmt
Amortization of intangible asse
Charges related to U.S. Government

resolutions

Operating incom:
Other income and (expens
Income before income tax
Income tax expens
Net income from continuing operatio

(U.S. Dollars, in thousand
Net sales
Cost of sale:

Gross profit

Operating expenst
Sales and marketir
General and administratiy
Research and developmt
Amortization of intangible asse
Charges related to U.S. Governmer

resolutions

Operating incom:
Other income and (expens

Income (loss) before income tax
Income tax expens

Net loss from continuing operatio

Year Ended December 31, 201

Adjustments by Category

Previously Distributor Inventory |

Total
Reported Revenue Reserves Royalties Other Adjustments Restated
$462,32( $(14,77) $ — $ — $ 38 $ (14,739  $447,58
86,49: (2,039 5,64 8,19( (44 11,76 98,25!
375,82t (12,74Y (5,647 (8,190) 82 (26,500 349,32t
200,34 (6,629 - (8,190) 1,607 (13,219 187,13:
53,82; 2 — — (434) (436) 53,39:
28,57, — — — — — 28,57:
2,09¢ — — — 20C 20C 2,29¢
1,97: — — — (67€) (67¢) 1,29t
286,81t (6,63)) — (8,190) 69E (14,12¢) 272,69:
89,01( (6,119 (5,647 - (617) (12,379 76,63¢
(6,282) — — — (16€) (166€) (6,44%)
82,72¢ (6,119 (5,647 - (779) (12,540 70,18¢
(28,792 1,78: 1,64¢ — 227 3,65¢ (25,13¢)
$ 5393 $ (433) $(4,000)0 $ — $(552) $ (8,880 $ 45,05(

Year Ended December 31, 201
Adjustments by Category
Previously Distributor Inventory

Total
Reported Revenue Reserves Royalties Other Adjustments Restated
$470,12:  $(29,13) $ — $ — $ 98t $ (28,15()  $441,97:
92,61¢ (8,289 3,371 7,718 107 2,90¢ 95,52;
377,50: (20,846 (3,377) (7,719 87¢ (31,059 346,44
200,14 (1,216) — (7,719 2,29t (6,639 193,51
64,374 — — — 107 107 64,48
22,861 — — — — — 22,86
2,35( — — — 20C 20C 2,55(
56,46 — — — 67¢ 67¢ 57,14:
346,19 (1,216) — (7,717 3,28( (5,649) 340,54
31,30¢ (19,630 (3,379) — (2,407) (25,409 5,90(
(11,869 — — — 3,91¢ 3,91¢ (7,959
19,441 (19,630) (3,379 — 1,51¢ (21,494 (2,052
(21,18)) 6,40¢ 1,10: — (494) 7,01¢ (14,16Y)
$ (1,740 $(1322) $(227) $ — $1,01¢  $ (14,479  $(16,219
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The effects of the restatements on the Companyisalimated balance sheet as of December 31, 2@12sdollows:

As of December 31, 201

Previously
(U.S. Dollars, in thousands except share and per ate data) Reported Adjustments Restated
Assets
Current asset:
Cash and cash equivale $ 31,05t $ — $ 31,05t
Restricted cas 21,31« — 21,31«
Trade accounts receivable, less allowances of 43: 150,31¢ (43,00¢) 107,31.
Inventories 88,744 (5,379 83,37:
Deferred income taxe 16,95¢ 16,49: 33,45(
Prepaid expenses and other current a: 32,05¢ 2,02: 34,07¢
Total current asse 340,44 (29,867) 310,58
Property, plant and equipment, | 51,36: 2,47: 53,83t
Patents and other intangible assets 6,88( 41( 7,29(
Goodwill 74,38¢ — 74,38¢
Deferred income taxe 19,90« (1,029 18,88
Other lon¢-term asset 11,30: (3,389 7,92(
Total asset $504,28: $ (31,389 $472,89°
Liabilities and shareholders equity
Current liabilities:
Bank borrowings $ 16 $ — $ 16
Trade accounts payak 21,81: 763 22,57¢
Other current liabilitie: 46,96¢ (7,379 39,59/
Total current liabilities 68,797 (6,617) 62,18t
Long-term debt 20,00( — 20,00(
Deferred income taxe 11,45¢ — 11,45¢
Other lon¢-term liabilities 4,93( 6,49¢ 11,424
Total liabilities 105,18: (11¢) 105,06!
Contingencies (Note 1°
Shareholder equity
Common shares $0.10 par value; 50,000,000 shatlesraned; 19,339,329 issued and
outstanding 1,93¢ — 1,93¢
Additional paic-in capital 246,11: 19t 246,30t
Retained earninc 148,54¢ (33,707 114,84
Accumulated other comprehensive incc 2,50¢ 2,241 4,74~
Total shareholde’ equity 399,09¢ (31,26¢6) 367,83:
Total liabilities and sharehold¢ equity $504,28: $ (31,38)  $472,89
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The effects of the restatements on the Companyisalimated statement of operations and compreheirstome for the year ended

December 31, 2012 are as follows:

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

Marketing service fee

Net sales

Cost of sale:

Gross profit
Operating expenst
Sales and marketir
General and administrati\
Research and developm
Amortization of intangible asse
Charges related to U.S. Government resolutionsgN@)

Operating incom:

Other income and (expens
Interest expense, n
Other expens

Income before income tax

Income tax expens

Net income from continuing operatio

Discontinued operations (Note 1
Gain on sale of Breg, Inc
Loss from discontinued operatio
Income tax benefit (expens

Net loss from discontinued operatic

Net income

Net income (loss) per common sk—basic:
Net income from continuing operatio
Net loss from discontinued operatic

Net income per common sh—basic

Net income (loss) per common sk—diluted:
Net income from continuing operatio
Net loss from discontinued operatic

Net income per common sh—diluted:

Weighted average number of common she
Basic
Diluted

Other comprehensive income, before
Translation adjustmel
Unrealized gain on derivative instrume

Other comprehensive income, before

Income tax expense related to components of ottrapoehensive incorr

Other comprehensive income, net of
Comprehensive incorr

Year Ended December 31, 201

Previously

Reported
$ 415,85(

46,47(
462,32
86,49:
375,82¢

200,34:
53,823
28,571

2,09¢
1,97¢
286,81¢
89,01(

(4,577)
(1,705)
(6,282)
82,72¢

(28,79))
53,93¢

1,34¢
(4,012
26

(2,64))

$ 2.84

(0.19)
$ 2.7C

$ 2.7¢

(0.19)
$ 2.64

18,977,26
19,390,41

$ 48¢
41€
89€
(159
747
$ 52,03

Adjustments
(14,817

72
(14,739

11,76
(26,500

(13,219
(436)

20C
(675)

(14,129
(12,379

(16€)

(166)
(12,540
3,65¢

(8,886)

1,01€
(585)
42¢

(8,457
(0.47)
0.0z
(0.45)
(0.4€)

0.0%
(0.43)

28¢€

28¢

28¢
(8,169)

Restated
$ 401,03¢
46,54:
447,58
98,25!
349,32!

187,13:
53,39
28,57:

2,29¢
1,29t

272,69.
76,63¢

(4,747)
(1,709
(6,449
70,18¢

(25,13
45,05(

1,34¢
(2,99

(56%)

(2,217

$ 42,83

$ 2.37

(0.19)
$ 2.28

$ 2.3z

(0.1
$ 2.21

18,977,26
19,390,41

$ 76¢
41¢€

1,18¢

(153)

1,031

$ 43,86
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The effects of the restatements on the Companyisalimated statement of operations and comprehetsse for the year ended

December 31, 2011 are as follows:

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

Marketing service fee

Net sales

Cost of sale:

Gross profit
Operating expenst
Sales and marketir
General and administrati\
Research and developm
Amortization of intangible asse
Charges related to U.S. Government resolutionsgN@)

Operating incom:

Other income and (expens
Interest expense, n
Other expens

Income (loss) before income tax
Income tax expens
Net loss from continuing operatio
Discontinued operations (Note 1
Gain on sale of Breg, In
Income (loss) from discontinued operati
Income tax (expense) bene
Net income (loss) from discontinued operati
Net loss
Net income (loss) per common sk—basic:

Net loss from continuing operatio
Net income (loss) from discontinued operati

Net loss per common sh—basic
Net income (loss) per common sk—diluted:

Net loss from continuing operatio
Net income (loss) from discontinued operati
Net loss per common sh—diluted:
Weighted average number of common she
Basic
Diluted
Other comprehensive loss, before 1
Translation adjustmel
Unrealized loss on derivative instrumi

Other comprehensive loss, before
Income tax benefit related to components of otlengrehensive incornr
Other comprehensive loss, net of

Comprehensive los

F-21

Year Ended December 31, 201

Previously

Reported
$ 432,97

37,14¢
470,12:
92,61¢
377,50:

200,14!
64,374
22,861

2,35(
56,46

346,19

31,30¢

(9,456)
(2,417)
(11,869
19,441
(21,18)
(1,740

1,265

(596)

667

$ (1,079

$  (0.10
0.04

$  (0.06

$  (0.10
0.04

$  (0.06

18,219,34
18,219,34

$ (3199
(699)

(3,88%)

25€

(3,629

$ (4,700

Adjustments
(27,829

(322)
(28,15()
2,90¢
(31,059

(6,63
107

20C
67¢
(5,649
(25,409)

3,91¢

3,01¢
(21,499
7,01¢
(14,479

(3,969)
1,40¢
(2,559
(17,03)

(0.79)
(0.19)
(0.99)

(0.79)
(0.19)
(0.99)

91z
(16,129)

Restated
$ 405,14
36,82«
441,97
95,521
346,44:

193,51
64,48
22,86

2,55(
57,14:

340,54
5,90(

(5,54)
(2,417)
(7,959
(2,059
(14,16¢)
(16,219

(2,705)

81z

(1,89

$ (18,110

$  (0.89
(0.10)
$  (0.99

$  (0.89
(0.10)
$  (0.99

18,219,34
18,219,34

$ (2279
(693)

(2,977)

25€

(2,716)

$ (20,826
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3. Inventories

December 31

(U.S. Dollars in thousands 2013 2012
(Restated
Raw materials $ 6,49¢ $ 7,62¢
Work-in-process 6,60¢ 7,88¢
Finished product 31,34 28,30¢
Field inventory 34,93: 22,62¢
Consignment inventor 3,91¢ 6,15¢
Deferred cost of sale 7,28 10,77
$90,57" $83,37

Field inventory represents immediately saleablisffied products that are in the possession of tmep@oys direct sales representatiy
Consignment inventory represents immediately sédeffished products located at third party custsnsuch as distributors and hospitals.
Deferred cost of sales result from transactionsrevitee Company has shipped product or performedcssrfor which all revenue recogniti
criteria have not yet been met. Once all revenaegmition criteria have been met, revenue previotestorded as deferred and associated
of sales are recognized.

4.  Property, plant and equipment

December 31

(U.S. Dollars in thousands 2013 2012

(Restated)
Cost

Buildings $ 4,07t $ 3,917
Plant, equipment and instrumentat 131,57. 120,98:
Furniture and fixture 5,87z 5,561
141,51¢ 130,46(
Accumulated depreciatic (86,919 (76,629
$ 54,60¢ $ 53,83t

Depreciation expense for the years ended Decenih@033, 2012 and 2011 was $20.0 million, $15.8ioniland $14.3 million,
respectively.

5. Patents and other intangible asset

December 31

(U.S. Dollars in thousands 2013 2012
(Restated
Cost
Patents $ 42,56¢ $ 38,90¢
Trademark—definite lived 62( 657
43,18¢ 39,56:
Accumulated amortization
Patents (33,68¢) (31,84Y
Trademark—definite lived (459 (427)
(34,149 (32,279
Patents and other intangible assets, ni $ 9,04¢ $ 7,29(
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Amortization expense for intangible assets is egti to be approximately $2.1 million, $1.8 milljé1.7 million, $1.4 million, $0.5
million and $1.5 million for the periods ending @ecber 31, 2014, 2015, 2016, 2017, 2018 and 201 %emneafter, respectively.

6. Goodwill

The following table presents the changes in thecagting value of goodwill by reportable segmentall as the reallocation as of
July 1, 2013 in conjunction with our change in négble segments. (See Note 1 “Summary of signifieanounting policies”):

Extremity

(U.S. Dollars in thousands Spine Orthopedics BioStim Biologics Fixation Spine Fixatior Total
At December 31, 2011 $41,41¢ $ 31,67 $ — $ — $ — $ — $ 73,09
Foreign currenc' 14E 1,14¢ — — — — 1,294
At December 31, 201 41 ,56¢ 32,82« — — — — 74,38¢
Foreign currenc' (169) (1,469 — — — — (1,630
At June 30, 201 41,40: 31,35: — — — — 72,75¢
Reallocation at July 1, 201 (41,40 (31,357 42,67¢ 10,88° 9,82¢ 9,36¢ —
Impairment — — — — (9,825 (9,36¢) (19,197
At December 31, 201 $ — $ — $42,67¢ $10,88" $ — $ — $ 53,56¢

Goodwill Impairment

The Company tests goodwill at least annually fgpamment. The Company tests more frequently ifdatrs are present or changes in
circumstances suggest that impairment may exists@lndicators include, among others, declineal#ssearnings 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 ond lexlow an operating segment, referred to as @tiag unit.

In order to calculate the respective carrying valtlee Company initially recorded goodwill basedioa 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 respectivigilootion measure of each reporting unit. Effectivty 1, 2013, the Company re-aligned its
segments, and consequently reallocated the carwglug of goodwill to its new reporting units, deténed to be the Company’s segments
(i.e., BioStim, Biologics, Spine Fixation, and Eedrity Fixation), based on the relative fair valdieach new reporting unit to total enterprise
value at July 1, 2013.

In the first quarter of 2012, ASU 2011-08, “TestimigGoodwill for Impairment” became effective. AR1011-08 allows entities testing
goodwill for impairment the option of performinggaalitative assessment before calculating thevdire 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 giading calculation would not be needed.

As a result of the Company’s change in reportabtgrents, the Company re-allocated goodwill to eapbrting unit. We estimated the
fair value of each reporting unit using a weightofdair values derived from an income approactost approach, and a market approach (all
Level 3 fair value measurements). Under the incapmoach, we calculated the fair value of eachntegmpunit based on the present value of
its estimated
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future cash flows. Cash flow projections are basedur estimates of revenue growth rates and dpgratargins, taking into consideration
industry and market conditions. The discount raduvas based on the weighted average cost olkagjtisted for the risks associated with
the reporting unit and the projected cash flowse &bst approach involves methods of determiningmany’s value by analyzing the
market value of a Company’s assets. The markebapprestimates fair value based on market multgfiesvenue and earnings of
comparable publicly traded companies that havelairaperating and investment characteristics ageporting units.

Upon estimating the fair value of the reportingtsinive determined it was less than its carryingiedbr two of our reporting units,
Extremity Fixation and Spine Fixation. As a resulg performed step two of the impairment analysis @located the fair value of these
reporting units to the estimated fair values ofheafcthe assets and liabilities of the reportingsu(including identifiable intangible assets)
with the excess fair value being the implied godd\Eistimating the fair value of certain assets hakiilities requires significant judgment
about future cash flows. The implied fair valudlwé reporting unit's goodwill was less than itsrgarg value, which we recorded as a full
impairment loss of goodwill for our Spine Fixatiand Extremity Fixation reporting units, totaling®2 million, during the third quarter of
2013. The Company’s annual goodwill impairment gsial which was performed qualitatively during fbarth quarter of 2013, did not
result in any additional impairment charge.

7. Bank borrowings

Borrowings under the line of credit consist of lmavings in Euros used to fund international operatiarhe borrowings under such
facility were zero and $.01 million at December 2@13 and 2012, respectively. The weighted aveirstgeest rate on borrowings under lines
of credit as of December 31, 2013 and 2012 was’3.70

The Company had an unused available line of cc#db.8 million ($8.0 million) and €5.8 million ($ million) at December 31, 2013
and 2012, respectively, in its Italian line of dtedhis line of credit provides the Company thdiop to borrow amounts in Italy at rates wt
are determined at the time of borrowing. This lirieredit is unsecured.

8. Other current liabilities

December 31

(U.S. Dollars in thousands 2013 2012
(Restated
Accrued expense $16,01¢ $ 9,08¢
Salaries, bonuses, commissions and related tayeble: 16,59¢ 17,91t
Accrued legal expensi 10,29: 8,49¢
Other payable 3,24( 4,094
$46,14¢ $ 39,59/

9. 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 @éntdomestic 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.
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The Credit Agreement provides for a five year, $&tillion secured revolving credit facility (the “Relving Credit Facility”),and a five
year, $100 million secured term loan facility (“Term Loan Facility”, and together with the Revalgi Credit Facility, the “Credit
Facilities”). Orthofix Holdings has the ability tocrease the amount of the Credit Facilities byaggregate amount of up to $50 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 Loanilitg and pay down $57.5 million of amounts outslang under the Revolving Credit
Facility. This use of proceeds was required byléhelers’ consent dated April 23, 2012 to the CrAditeement. 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 Juared $20 million in September 2012 to reduce amooutstanding under the Revolving
Credit Facility. As a result, at December 31, 2ah2, Term Loan Facility had been repaid in full &nere was $20 million outstanding under
the Revolving Credit Facility both at December 3213 and 2012. Borrowings under the Credit Faedlitiear interest at a floating rate, wt
is, at Orthofix Holdings’ option, either the Londbater-Bank Offered Rate (“LIBOR”) plus an applidalmargin or a base rate (as defined in
the Credit Agreement) plus an applicable margireéinh case subject to adjustment based on finanatia$). Such applicable margin will be
up to 3.25% for LIBOR borrowings and up to 2.25%HBase rate borrowings depending upon a measureshére consolidated leverage
ratio with respect to the immediately preceding fiiscal quarters. As of December 31, 2013 and 2€Heentire Revolving Credit Facility
was at the LIBOR rate plus a margin of 2.50%. Tifiecéive interest rate on the Credit Facilitiesoh®ecember 31, 2013 and 2012 was 2.7%.

Outstanding principal on the Revolving Credit Figils 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 AgreemerteTobligations of Orthofix Holdings and each of €garantors 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 Ortlitdiings 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 tlieishcommitments terminated. The Company was impiance with the affirmative and
negative covenants at December 31, 2012 and thene o events of default.

On August 14, 2013, the Company and certain redquéeder parties to the Credit Agreement entertglarn_imited Waiver (the
“Limited Waiver”). Under the Limited Waiver, theriders under the Credit Agreement (the “Lendecslectively waived requirements unt
the Credit Agreement that the Company deliver quigrfinancial statements with respect to the fisgarters ending on June 30, 2013 and
September 30, 2013, and related financial covecentificates, until the earlier of (i) March 31,12Dor (ii) the date that is one day after such
financial statements are publicly filed or releadadaddition, the Limited Waiver provided that tlestatement of the Company’s financial
statements for any period ending on or before M&8dcH2013 will not constitute a default or evendefault provided that within one business
day after the public release or filing of such ag=t financial statements, the Company delivenected financial statements and compliance
certificates with respect to such restated peraasimmediately pay any additional interest aneiofbes that would have been owed had
applicable interest and fees originally been calmd based on the restated financial statemenésCoimpany was in compliance with the
affirmative and negative covenants at DecembeBB13 and there were no events of default.
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Certain subsidiaries of the Company have restnstian their ability to pay dividends or make intenpany loan advances pursuant to
the Company’s Credit Facilities. The net asseSmifiofix Holdings and its subsidiaries are resgictor distributions to the parent company.
Domestic subsidiaries of the Company, as parti¢sd@redit agreement, have access to these ret$ dssoperational purposes.

The amount of restricted net assets of Orthofixdt@s and its subsidiaries as of December 31, 20832012 is $192.0 million and
$213.4 million, respectively. In addition, the Citefigreement restricts the Company and subsididhasare not parties to the Credit
Facilities from access to cash held by Orthofixditods, Inc. and its subsidiaries. All of the Comyparsubsidiaries that are parties to the
Credit Agreement have access to this cash for tpaed and debt repayment purposes. The amoumstficted cash of the Company as of
December 31, 2013 and 2012 was $23.8 million arid3saillion, 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 agéd 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, 2013 and 2012, debt issuamsts,mnet of accumulated amortization,
related to the Credit Agreement were $1.1 milliod 1.8 million, respectively.

10. 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

(U.S. Dollars in thousands (unfavorable) Balance sheet locatiol
As of December 31, 2013

Cros«-currency swaj $ (1,03¢6) Other lon¢-term liabilities
As of December 31, 201

Cros«-currency swaj $ 30¢ Other lon¢-term asset

For the year ended
December 31
(U.S. Dollars in thousands 2013 2012 2011

Cross-currency swap gain (loss) recorded in otbemrehensive income (loss), net of taxes $(27¢) $265 $(437)

Cross-currency swap

On September 30, 2010, the Company entered intosg-currency swap agreement (the “replacement agagement”yith JPMorgar
Chase Bank and Royal Bank of Scotland PLC (theritmparties”fo manage its cash flows related to foreign curyangosure for a portic
of the Company’s intercompany receivable of a d@lar functional currency subsidiary that is defrated in Euro.

Under the terms of the swap agreement, the Compays 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 anlime@gain (loss) on the change in fair value,afatx, within other comprehensive
income.
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11. 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 guiciaalso describes three levels of inputs that neayded to measure fair value:

Level 1— quoted prices in active markets for identical esaet liabilities
Level 2— observable inputs other than quoted prices in ectiarkets for identical assets and liabili
Level 3 — unobservable inputs in which there is little ormarket data available, which require the reporéntty to

develop its own assumptio

As of December 31, 2013, the Company’s financisfruiiments included cash equivalents, restrictel, @aounts receivable, short-
term bank borrowings, accounts payable, long-texoured debt, and a cross-currency derivative coni@ash equivalents consist of short-
term, highly liquid, incomesroducing investments, all of which have originatarities of 90 days or less, including money mafiads. The
carrying value of restricted cash, accounts ret#é&yahort-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 puflarkets or can be derived from information avdéan publicly quoted markets. Therefore,
the Company has categorized the swap contract.ased 2 derivative financial instrument. The Compatso 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.

The fair value of the Company’s financial assets lzbilities on a recurring basis were as follows:

Balance
December 31

(U.S. Dollars in thousands 2013 Level 1 Level 2 Level 3
Assets

Deferred compensation pl $ 3,361 $ 3,361 $ — $ —
Total $ 3,361 $ 3,361 $ — $ —
Liabilities

Deferred compensation pl: $ (2,506 $(2,50¢6) $ — $ —

Cash Flow Hedge

Cros+-currency hedg (1,036) — (1,03¢6) —

Total $ (3,549 $(2,506€) $(1,036) $ —
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Balance
December 31

(U.S. Dollars in thousands 2012 Level 1 Level 2 Level 3
Assets

Deferred compensation pl: $ 3,30¢ $ 3,30¢ $ — $ —

Cash flow hedge

Cros«-currency hedg 30& — 30¢ —

Total $ 3,61 $ 3,30¢ $ 30¢ $ —
Liabilities

Deferred compensation pl: $ (2,320 $(2,320) $ — $ —

Cash flow hedge
Cros+-currency hedg

Total $ (2,320 $(2,320) $ —

173
|

12. 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 fpemlse on a straight-line basis. Rent
expense under the Company’s operating leasesdoretirs ended December 31, 2013, 2012 and 201appasximately $3.4 million, $4.1
million and $4.8 million, respectively. Future mimim lease payments under operating leases, netafrds to be received under sub-leases,
as of December 31, 2013 are as follows:

(U.S. Dollars in thousands

2014 $ 4,34:
2015 4,107
2016 3,71:
2017 2,97¢
2018 2,84¢
Thereaftel 3,04¢
Total $21,03:

13. Business segment informatior

On July 1, 2013, we began certain organizationdlexecutive leadership changes to align with homGhief Operating Decision
Maker (the “CODM”) reviews performance and makesisiens in managing the Company. We manage ounéssiby our four strategic
business units (“SBUs"which are comprised of BioStim, Biologics, Extreyritixation, and Spine Fixation supported by Corpmetivities
These SBUs represent the segments for which ourM @Diews financial information and makes resouwattecation decisions among
business units. The primary metric used by the {Ghperating Decision Maker in managing the Compiargontribution margin, which is
defined as gross profit less sales and marketipgrese. The Company neither discretely allocatestgssther than goodwill, to its operating
segments nor evaluates the operating segments disitrgte asset information. Accordingly, our segnieformation has been prepared bz
on our four SBUs reporting segments. These foumsegs are discussed below.

BioStim

The BioStim SBU manufactures, distributes, and jole support services for a portfolio of marketlieg devices for enhancing bone
fusion that utilize Orthofix’s patented pulsed ¢étfemagnetic (PEMF) technology. These Food and Zdigninistration-approved Class 3
medical devices are indicated as an adjunctivenresat
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to enhance fusion success in cervical and lumbaedpsion as well as a therapeutic treatment éor-healing fractures outside of the spine
(non-unions). The PEMF technology is supported Byr@ng clinical background on mechanism of actiothe scientific literature and
current research and clinical studies are undetwagentify potential new clinical indications.

Biologics

The Biologics SBU provides a portfolio of regenamtroducts that allow physicians to successfuttat a variety of spinal and
orthopedic conditions. This SBU specializes intterketing of the Company’s regeneration tissue ofiologics distributes its tissues
through a network of distributors, sales, represtivds and affiliates to market to hospitals, dogtand other healthcare providers, primarily
in the U.S. Our partnership with MTF allows us imlasively market our Trinity Evolutioft and Trinity Elite® tissue forms for
musculoskeletal defects to enhance bony fusion.

Extremity Fixatior

The Extremity Fixation SBU offers products thaballphysicians to successfully treat a variety dfiopedic conditions unrelated to the
spine. This SBU specializes in the design, devetognand marketing of the Compasyrthopedic products used in fracture repair, ity
correction and bone reconstruction. Extremity Ro@tistributes its products through a network isfributors, sales representatives, and
affiliates. This SBU uses both distributors andkdirsales representatives to sell orthopedics pteda hospitals, doctors, and other health
providers, globally.

Spine Fixation

The Spine Fixation SBU specializes in the desigwetbpment and marketing of a portfolio of implanbducts used in surgical
procedures of the spine. Spine Fixation distribiteeproducts through a network of distributors affiliates. This SBU uses distributors and
direct sales representatives to sell spine prodadisspitals, doctors and other healthcare prosjdgobally.

Corporate

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

External Net Sales by SBU:

The table below presents external net sales fdairagng operations by SBU reporting segment. Né&tssanclude product sales and
marketing service fees.

External Net Sales by SBL
Year ended December 31,

(U.S. Dollars in thousands’ 2013 2012 2011
Percent o Percent o Percent ot
Total Net Total Net Total Net
Net Sales Sales Net Sales Sales Net Sales Sales
(Restated) (Restated (Restated) (Restated
BioStim $147,91( 37% $181,95¢ 41% $188,13¢ 43%
Biologics 53,76¢ 13% 53,73( 12% 42,91¢ 10%
Extremity Fixation 103,38! 26% 112,00¢ 25% 119,52: 27%
Spine Fixatior 95,47( 24% 99,88: 22% 91,39: 20%
Total Net Sale: $400,53¢ 10C% $447,58: 10(% $441,97. 10C%
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The table below presents net margin, defined assguoofit less sales and marketing expenses fromineong operations by SBU
reporting segment:

Net Margin by SBU Year Ended December 31
(U.S. Dollars in thousands 2013 2012 2011
(Restated) (Restated)
Net Margin
BioStim $ 64,93( $ 86,65« $ 93,05¢
Biologics 24,53: 23,55¢ 18,97¢
Extremity Fixation 26,38¢ 34,33 29,53(
Spine Fixatior 7,24¢ 19,14 13,06¢
Corporate (1,447 (1,495 (1,700
Total net margir $121,65! $162,19° $152,93:
General & administrativ 65,145 53,391 64,48
Research and developmt 26,76¢ 28,57 22,86
Amortization of intangible asse 2,68 2,29¢ 2,55(
Costs related to the accounting review and reseté 12,94¢ — —
Impairment of goodwil 19,19: — —
Charges related to U.S. Government resolut — 1,29t 57,14:
Operating (loss) incom $ (5,089 $ 76,63¢ $ 5,90(

The following table presents depreciation and airation for continuing operations by SBU reportsggment:

Depreciation and amortization by SBU
Year Ended December 31,

(U.S. Dollars in thousands 2013 2012 2011
(Restated (Restated
BioStim $ 1,94¢ $ 1,58¢ $ 2,03t
Biologics 62¢ 542 41F
Extremity Fixation 7,19t 5,19¢ 5,14¢
Spine Fixatior 12,79 10,75: 9,211
Corporate 96 70 53
Total $22,65¢ $18,14¢ $ 16,86(

Geographical information
The following geographic data includes net salegédxygraphic destination:

(U.S. Dollars in thousands 2013 2012 2011
(Restated) (Restated)
uU.s. $295,85° $334,62- $328,58!
International:
U.K. 10,00z 8,431 8,20¢
Italy 16,75¢ 18,74 17,44
Brazil 26,78¢ 31,16¢ 34,42
Other 51,13¢ 54,61¢ 53,30¢
Total internationa 104,67 112,95 113,38t
Total net sale $400,53: $447,58: $441,97:
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Analysis of property, plant and equipment by gepgiaarea:

(U.S. Dollars in thousands

U.S.
Italy
U.K.
Brazil
Others

Total

14. Income taxes

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

consists of the following:

(US$ in thousands

u.sS.
Current
Deferred
Total U.S
Non-U.S.
Current
Deferred

Total tax expens

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

(US$ in thousands

Intangible assets and goodv
Inventories and related resen
Deferred revenue and cost of se
Other accruals and resen
Accrued compensatic
Allowance for doubtful accoun
Accrued interes

Net operating loss carryforwar
Other, ne!

Valuation allowanct
Deferred tax assi

Withholding taxes
Property, plant and equipme

Deferred tax liability
Net deferred tax asse
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2012
(Restated
$39,55¢

Year Ended
December 31
2013 2012 2011

(Restated (Restated
$ 2,91« $17,897 $ 25,14¢
5,71¢ 1,78¢ (12,65)
8,63( 19,68t 12,49:
2,35t 4,60¢ 2,73t
(869) 844 (1,06))
1,48¢ 5,45: 1,67¢
$10,11¢ $ 25,13¢ $ 14,16¢

2013

$ 4,97¢
14,67¢
9,66¢
3,20(
3,88(
4,42¢
17,77t
34,21
621
93,44t
(31,47%)
$ 61,97
(13,13;)
(9,690
(22,82
$ 39,15

2012
(Restated
$ 5,34¢

14,02(

11,68:

3,86¢
3,81
3,71¢
18,22¢

27,23

53¢

88,45(

(26,36))
$ 62,08¢
(11,456
(9,759

(21,21
$ 40,87
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The valuation allowance as of December 31, 2013&1@ was $31.5 million and $26.4 million, respesly. The net increase in the
valuation allowance of $5.1 million during the ygaincipally relates to certain current period fgrelosses not benefitted and certain state
net operating losses and tax credits. The valuaitiomwance is attributable to net operating logsyarwards and certain temporary
differences in certain foreign jurisdictions, thenkefit for which is dependent upon the generatidutore taxable income in those foreign
jurisdictions. In assessing the realizability ofedeed tax assets, management considers whetisenitre likely than not that some portion
all of the deferred tax assets will not be realiZEte ultimate realization of deferred tax assetdependent upon the generation of future
taxable income during the periods in which thosegerary differences become deductible. Managemamgiders the scheduled reversal of
deferred tax liabilities, projected future taxalsleome and tax planning strategies in making tei&asment. Based upon the level of histc
taxable income and projections for future taxabt®mime over the periods in which the deferred taetasare deductible, management beli
it is more likely than not the Company will realittee benefits of these temporary differences, hft@existing valuation allowances at
December 31, 2013.

The Company has state net operating loss carryfdsaaf approximately $22.8 million, a portion of iath began to expire in 2013. The
Company has net operating losses of foreign tajxingdictions of approximately $121.7 million. Theajority of the foreign losses relates to
the Companys Netherlands operations, a portion of which begagxpire in 2013. The Company has provided a tanallowance against
significant portion of these state and foreignapdrating loss carryforwards since it does noteelithat this deferred 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. Managenissteves, given the large proportion of taxableme earned in the United States, such
disclosure is more meaningful.

(U.S. Dollars in thousands, except percentagt 2013 2012 2011

Amount Percent Amount Percent Amount Percent

(Restated (Restated (Restated (Restated

Statutory U.S. federal income tax ri $(1,677) 35.C% $24,56¢ 35.C% $ (719 35.C%
State taxes, nt 2,744 (57.9 1,70¢ 2.4 1,89¢ (92.9
Foreign rate differentic (62€) 13.1 (3,11%) (4.4 1,58¢ (77.2)
Valuation allowanc—foreign losse! 3,91: (81.7) 6,18 8.8 4,88 (237.9
SRL intangible (2,28¢) 47.¢ (2,219 3.2 (2,42)) 117.¢
Goodwill impairment 6,452 (134.7) — — — —
Domestic manufacturing deducti (233 4.9 (1,699 (2.4 (1,709 82.¢
Withholding taxes 1,67¢ (35.0 1,67¢ 2.4 1,67¢ (81.6¢)
Settlement of U.S. Government resolutis — — (1,260 (1.8 9,52( (463.7)
Other items, ne 152 (3.2 (719 (1.0 (557) 26.€
Income tax expense/effective ri $10,11¢ (211.9%  $25,13¢ 35.6%  $14,16¢ (690.0%

The income tax expense and effective tax ratenf@ryear ended 2013 reflects a disproportionate tatihe $25.1 million of income tax
expense and effective tax rate of 35.8% for the gaded 2012. The principal factors affecting tlenpany’s effective tax rate was the
company’s mix of earnings amongst various tax glictsons, state taxes, and the impairment of $28@IRon in non-deductable goodwill. For
the years ended 2012 and 2011, the Company dickootd tax benefit on certain expenses associatbdive Company’s estimate of the
charges related to 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 rettigaly to January 1, 2012. There are several gions of the Act that impact the Company,
most notably the extension of the Research and
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Development credit. Income tax accounting rulesiiregtax law changes to be recognized in the pesfahactment; as such, the Company
recognized a tax benefit of $0.3 million in its pigion for income taxes in the first quarter of 301

The Company’s unrecognized tax benefit was $0.lianilind $1.2 million for the years ended Decen#r2013 and 2012,
respectively. The Company recognizes potentialusctinterest and penalties related to unrecogri@aebtenefits in income tax expense. The
Company had approximately $0.5 million and $0.8iarilaccrued for payment of interest and penalgsf December 31, 2013 and 2012,
respectively.

The entire amount of unrecognized tax benefitduiting interest, would favorably impact the Comparsffective tax rate if
recognized. As of December 31, 2013, the Compaey dot expect the amount of unrecognized tax bsrtefchange significantly over the
next twelve months.

A reconciliation of the gross unrecognized tax ignéexcluding interest and penalties) for thergeanded December 31, 2013 and
December 31, 2012 follows:

(US$ in thousands 2013 2012
(Restated
Balance as of January $1,18¢ $ 61C
Additions for current year tax positio 18z 793
Decreases for prior year tax positic (12 (20€)
Settlements of prior year tax positic (560 —
Expiration of statute (77 (109¢)
Balance as of December ¢ $ 72¢ $ 1,18¢

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, 2010. Thtutd of limitations for the various state taxfgs is closed in most instances for the years
prior to December 31, 2009. The statute of limitasi with respect to the major foreign tax filingigdictions is closed for years prior to
December 31, 2008.

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 an entity incorporated in
Curacao, “foreign subsidiaries” refer to both UaBd non-U.S. subsidiaries. Furthermore, only incemeced in the U.S. is subject to U.S.
income tax. Unremitted foreign earnings increasethf$292.0 million at December 31, 2012 to $345illan at December 31, 2013. The
$345.2 million at December 31, 2013 includes $3%dil8on in U.S subsidiaries. It is not practicalitedetermine the amounts of net
additional income tax that may be payable if suatmieigs were repatriated. The Company does natipate any impact on income tax
liabilities since earnings are permanently reineggor both U.S and non-U.S. subsidiaries.

Total cash and cash equivalents at December 3B, &6fe $54.2 million, of which $23.7 million is tasted under the senior secured
credit agreement for use in the U.S. and is theeeftassified as restricted cash on the balanaet.shbe Company’s U.S. business generates
sufficient cash flow and has borrowing capacityhie United States to fund its U.S. operations. Gashcash equivalents of $30.5 million at
December 31, 2013 was held by non-U.S. subsidiaridss permanently reinvested for use in non-opgrations.

15. Related parties

In 2011, we sold $0.5 million in products to OrtmePIinc. and Superior Medical Equipment, who werdependent distributors for
Breg, Inc., and were owned by the son of a fornoard member.
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16. Sale of Breg and Disposition of Sports Medicine SB

On April 23, 2012, the Company'’s subsidiary Ortkdfioldings and Breg entered into a stock purchgseeament (the “SPA”) with
Breg Acquisition Corp. (“Buyer”), a newly formedfiliite of Water Street Healthcare Partners Il,.| girsuant to which Buyer agreed to
acquire from Orthofix Holdings all the outstandistzares of Breg, subject to the terms and condittonsained therein (the “Transaction”).
Under the terms of the SPA, upon closing of the,datthofix Holdings and the Company agreed tonmaiéy Buyer with respect to certain
specified matters, including the government ingggton and product liability matters regarding ayiously 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 Indemnificatiibligations under Note 17.) On May 24, 2012 (t8&Sing Date”), Orthofix Holdings
completed the sale of all of the outstanding shaf@&@reg for $157.5 million in cash. After adjustnte for working capital and indebtednes
accordance with the terms of the SPA, Orthofix hfwd used $145 million of the net proceeds to prepdastanding 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 oEtrapany and, therefore, Breg was released as @ pegty under the Credit Agreement.
The Company also agreed to enter into certainittansarrangements at the closing, including agion services agreement pursuant to
which the Company agreed to continue to provideiatnative operational support for a period oftagwelve months. As a result of the ¢
of Breg, the Company completed its exit from ther@pMedicine SBU, of which Breg was a significanmponent.

The portion of indemnification related to post atasclaims related to post-closing sales of coktdlpy has created a guarantee under
ASC 460—Guarantees and the fair value of the liglilas been recorded under the initial recognitioteria in the amount of $2 million at
the Closing Date of the transaction. The Compangréres the fair value of the noncontingent liaiiliatably over the period of
indemnification which is three years. The Compamygfgations under this guarantee were approxima@I9 million and $1.6 million as of
December 31, 2013 and December 31, 2012, resplctive

Gain on Sale of Discontinued Operations

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

(U.S. Dollars in thousands Total
Cash proceeds $ 157,501
Less:
Working Capital (7,099
Transaction related expens (4,276
Fair value of indemnificatio (2,000
Tangible assel (8,309
Intangible assetl (28,16¢)
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 SBU contributed $44 million &1d8.9 million of net sales in the years endedebdzer 31, 2012 and 2011,
respectively. The Sports Medicine SBU had $2.9iomlbf operating losses and $1.2 million of opemgtincome in the years ended
December 31, 2012 and 2011, respectively. The imhmformation above includes the financial réswf Breg operations up to the date of
sale.
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The Company'’s consolidated financial statementsraladed footnote disclosures reflect the SportsliMiee SBU as discontinued
operations. Income (loss) associated with the Spdedicine SBU, net of applicable income taxesims as income (loss) from
discontinued operations for all periods presented.

17. Contingencies

The Company is party to outstanding legal procagsjimvestigations and claims as described beldwe. Gompany believes that it is
unlikely that the outcome of each of these matiaduding the matters discussed below, will haveaderial adverse effect on it and its
subsidiaries as a whole, notwithstanding that tifavworable resolution of any matter may have a riateffect 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&$ons) or claims made against it as
described in the paragraphs below, and there cao lssurance that the ultimate resolution of &g snatter will not have a material
adverse impact on the Company’s consolidated fiahposition, results of operations, or cash flows.

The Company records accruals for certain outstanidigal proceedings, investigations or claims wih@probable that a liability will
be incurred and the amount of the loss can be nea$pestimated. The Company evaluates, on a qlyabi@sis, developments in legal
proceedings, investigations and claims that coffetathe amount of any accrual, as well as anyetimments that would make a loss
contingency both probable and reasonably estim&fen 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) Isast 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 8mhb®loss, or range of loss, then that is digtlos

The assessments of whether a loss is probablesaisanable 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 angotdvisers, the involvement of the U.S.
Government and its agencies in such proceeding< timpany’s experience in similar matters and Hpeeence 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 individu@tgedings, investigations or claims
progress. For matters where the Company is noeptlyrable to reasonably estimate the range obreddy possible loss, the factors that
have contributed to this determination includeftilwing: (i) the damages sought are indeterminaten investigation has not manifested
itself in a filed civil or criminal complaint, (ilhe matters are in the early stages, (iii) thetenatinvolve novel or unsettled legal theories or a
large or uncertain number of actual or potentiaksaor parties, and/or (iv) discussions with theegoment or other parties in matters that
be expected ultimately to be resolved through riatioh and settlement have not reached the poierevthe Company believes a reasonable
estimate of loss, or range of loss, can be madsudh instances, the Company believes that the@enisiderable 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 lossesedlto 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 irssxof the amount accrued, if such range is rebdbpaatimable. The Company believes lo:
are individually and collectively immaterial asagossible loss and range of loss.
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Matters Related to the Audit Committee’s Review andhe Restatement of Certain of the Company’s Considiated Financial
Statements

Audit Committee Review

In July 2013, the Audit Committee began conductingndependent review, with the assistance of detgrofessionals, of certain
accounting matters. This review resulted in thagilec to restate certain of the Company’s previptitgdd consolidated financial statements.
As a result of this review and the restatementeofain of the Company’s previously filed consolethfinancial statements, the filing of the
Company’s Quarterly Reports on Form 10-Q for thartprly periods ended June 30, 2013 and Septenth@033, and the Company’s
Annual Report on Form 10-K for the fiscal year eshileecember 31, 2013, were not timely. The Compdeg fts Quarterly Report on Form
10-Q for the quarterly period ended June 30, 2G1Blarch 24, 2014, and filed its Quarterly Reportamm 10-Q for the quarterly period
ended September 30, 2013 on March 25, 2014. Thep@ayralso has filed its Annual Report on Form 1fbKthe fiscal year ended
December 31, 2013 on the date hereof.

SEC Enforcement Staff Review

In connection with the initiation of the Audit Conttee’s independent review, the Company initiatedtact with the staff of the
Division of Enforcement of the Securities and Exude Commission (the “SEC Enforcement Staff”) iny013 to advise them of these
matters. The Audit Committee, through its counisa been in direct communication with the SEC E#orent Staff regarding these matters,
and both the Company and the Audit Committee aopewting fully with the SEC Enforcement Staff'sieav of these matters. The
Company has received requests from the SEC Enfentegtaff for documents and other information conicgy various accounting practic
internal controls and business practices. Suchasqucover the years ended December 31, 2011 d&] 20d in some instances, prior
periods. It is anticipated that the Company magitexradditional requests from the SEC Enforceméadf $ the future. The Company has
further provided notice concerning these mattetbéocOffice of Inspector General of the U.S. Depanrtt of Health and Human Services
(“HHS-OIG") pursuant to the Company’s corporateegrity agreement with HHS-OIG (which agreementasalibed below in this Note 17).

The Company cannot predict if, when or how thisterawill be resolved or what, if any, actions ityrze required to take as part of any
resolution of these matters. Any action by the SHBS-OIG or other governmental agency could resutivil or criminal sanctions against
the Company and/or certain of its current and farafficers, directors and employees. The mattat sn early stage and, at this time, the
Company cannot reasonably estimate the possildedosange of loss, in connection with it.

Securities Class Action Complaint

On August 14, 2013, a securities class action camfphgainst the Company, currently styled TejirBieigh v. Orthofix International
N.V., et al. (No.:1:1-cv-05696-JGK), was filed in the United States BéstCourt for the Southern District of New Yorkising out of the
then anticipated restatement of our prior finanstatements and the matters described above. Iticerdidd the Company, Alan W. Milinazzo,
the Company’s former President and Chief Execuiffecer, Robert S. Vaters, the Company’s formersitent and Chief Executive Officer,
Brian McCollum, the Company’s former Chief Finandcficer, Bradley R. Mason, the Company’s currBn¢sident and Chief Executive
Officer, and Emily Buxton, the Company’s currenti@hrinancial Officer, are named as defendants. agerative complaint has not yet been
filed in the action following the appointment byetbourt of a lead plaintiff. Accordingly, the alkggns that the lead plaintiff ultimately
intends to make in this action are unknown. Thetendd at an early stage and, at this time, the @&om cannot reasonably estimate the
possible loss, or range of loss, in connection Wwith
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Matters Related to Promeca

On July 10, 2012, the Company entered into defimitigreements with the DOJ and the SEC agreeisettie its self-initiated and self-
reported internal investigation of our Mexican ddiasy, Promeca S.A. de C.V. (“Promeca”), regardiam-compliance by Promeca with the
Foreign Corrupt Practices Act (the “FCPA”"). Undiee terms of these agreements, the Company vollyntisgorged profits to the United
States government in an amount of $5.2 millionlusize of pre-judgment interest, and agreed togéige of $2.2 million. The Company
paid $2.2 million in July 2012 and $5.2 million $eptember 2012. As part of the settlement, the @ampntered into a three-year deferred
prosecution agreement (“DPA”) with the DOJ and asemt to final judgment (the “Consent”) with theGE

The DOJ has agreed not to pursue any criminal elsaaigainst the Company in connection with this endtthe Company complied
with the terms of the DPA. The DPA takes note ef @ompany’s self-reporting of this matter to DOd #me SEC, and of remedial measures,
including the implementation of an enhanced comglaprogram, previously undertaken by the Compahg.DPA and the Consent
collectively require, among other things, that witspect to anti-bribery compliance matters the gamy shall continue to cooperate fully
with the government in any future matters relateddrrupt payments, false books and records oriqaate internal controls. In that regard,
the Company has represented that it has implememtgavill continue to implement a compliance artdast program designed to prevent
detect violations of the FCPA and other applicatig-corruption laws. The Company will periodicatiport to the government during the
term of the DPA regarding such remediation and @mntation of compliance measures. As part of ¢titlesent, the Company also agreed
pursuant to the Consent to certain reporting ohbiga to the SEC regarding the status of the Coripaemediation and implementation of
compliance measures. In the event that the Comfaéisyto comply with these obligations, it could &gbject to criminal prosecution by the
DOJ for the FCPA-related matters we self-reported.

Review of Potential Improper Payments Involving Brail Subsidiary

In August 2013, the Company’s internal legal deparit was notified of certain allegations involvipgtential improper payments with
respect to its Brazilian subsidiary, Orthofix daaBit. The Company engaged outside counsel to asstst review of these matters, focusing
on compliance with applicable anti-bribery laws;liding the FCPA. This review remains ongoing. H&PA and related provisions of law
provide for potential criminal and civil sanctioimsconnection with anti-bribery violations, inclugj criminal fines, civil penalties,
disgorgement of past profits and other kinds ofadies. The Company currently cannot reasonablgnagti a possible loss, or range of loss,
in connection with this review.

Consistent with the provisions of the DPA and tlengéznt described above, the Company contacted@dealdd the SEC in August
2013 to voluntarily self-report the Brazil-relateltegations, and the Company and its counsel remaiontact with both agencies regarding
the status of the review. In the event that the B@ithe SEC find that the matters related to thm@any’s Brazilian subsidiary could give
rise to a review of the Company’s obligations urttierterms of the DPA and/or the Consent, the Comparrently cannot reasonably
estimate a possible loss, or range of loss, in ectiom with that review, including any effects iagnhave with respect to the DPA and the
Consent.

Corporate Integrity Agreement with HHS-OIG

As previously disclosed, on June 6, 2012, the Cawpgatered into a definitive settlement agreemaétit the United States of America,
acting through the DOJ and on behalf of HHS-OI@; TRRICARE Management Activity, through its GeneZalunsel; the Office of Personnel
Management, in its capacity as administrator offtbderal Employees Health Benefits Program; théddrbtates Department of Veteran
Affairs; and the qui tam relator, pursuant to whilkh Company agreed to pay $34.2 million (plusrggeat a rate of 3% from May 5, 2011
through the day before payment was made) to sattteénal and civil matters related to the promotard marketing of the Company’s
regenerative stimulator devices (which the Compaasy/also
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described in the past as its “bone growth stimuldévices”). In connection with such settlemeneagnent, Orthofix Inc., the Company’s
wholly owned subsidiary, also pled guilty to onefgy count of obstruction of a June 2008 federalia{§18 U.S.C. 1516) and paid a crimi
fine of $7.8 million and a mandatory special assest of $400. Also as previously disclosed, on Bet®9, 2012, the Company, through
Blackstone, entered into a definitive settlememeament with the U.S. government and the qui tdatae pursuant to which the Company
paid $32 million to settle claims (covering a pérymior to Blackstone’s acquisition by the Compaoghcerning the compensation of
physician consultants and related matters. Alhef$32 million we paid pursuant to such settlermeas funded by proceeds the Company
received from an escrow fund established in conmeetith its acquisition of Blackstone in 2006.

On June 6, 2012, in connection with these settlésnéme Company also entered into a five-year aatpdntegrity agreement with
HHS-OIG (the “CIA”). The CIA acknowledges the existe of the Company’s current compliance prograghraquires that the Company
continues to maintain during the term of the Cléoanpliance program designed to promote compliarittefederal healthcare and FDA
requirements. The Company also is 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. Til#er€quires that we conduct
certain additional compliance-related activitiesidg the term of the CIA, including various traigiand monitoring procedures, and
maintaining a disciplinary process for complianbdigations.

Pursuant to the CIA, the Company is required tifynttie HHS-OIG in writing, among other things, @f any ongoing government
investigation or legal proceeding involving an gdéon that the Company has committed a crime sreimgaged in fraudulent activities;
(if) any other matter that a reasonable person evoahsider a probable violation of applicable criaij civil, or administrative laws related to
compliance with federal healthcare programs or FBduirements; and (iidny change in location, sale, closing, purchasestablishment
a new business unit or location related to itemseovices that may be reimbursed by federal heséhgrograms. 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 mandabesCIA provides that in the event of an uncuredemal breach of the CIA, the Company
could be excluded from participation in federalltte@re programs and/or subject to monetary persalti

Matters Related to the Company’s Former Breg Subsiidry and Possible Indemnification Obligations

On May 24, 2012, the Company sold Breg to an aféliof Water Street Healthcare Partners I, L.®/dter Street”) pursuant to a stock
purchase agreement (the “Breg SPA”). Under thegerhthe Breg SPA, upon closing of the sale, thm@any and its subsidiary, Orthofix
Holdings, Inc., agreed to indemnify Water Street Bneg with respect to certain specified mattersiuding (i) the government investigation
and product liability matters regarding the pregigiowned infusion pump product line described feland (ii) pre-closing sales of cold
therapy units and certain post-closing sales af twtrapy units. The Company has established anaauaf $4.2 million for its
indemnification obligations in connection with thaly 2012 verdict described in the third paragrbglow; however, actual liability in this
case could be higher or lower than the amount adcrthe Company has not established any accrualninection with its other
indemnification obligations under the Breg SPA, andently cannot reasonably estimate the poskikke or range of loss, in connection
with certain of such obligations (including withspeect to the matters described in the three paphgraelow).

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.” The Company incurred losses fotlsetents and judgments in connection with
these matters during 2011, 2012 and 2013 for $1llBm $6.8 million and $6.7 million, respectivelin addition, several cases remain
outstanding for which the Company currently cameasonably estimate the possible loss, or rangpssf
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On or about August 2, 2010, Breg received a HIPABp®ena issued by the DOJ. The subpoena seeks dotifrom the Company
and its subsidiaries for the period of January0D(2through the date of the subpoena. The Compealigvkes that document production in
response to the subpoena was completed as of JLB; & believes that this subpoena relates tomaastigation by the DOJ into whether
Breg's sale, marketing and labeling of local infuspumps for pain management, prior to Breg’s dittes of this product line in 2008,
complied with FDA regulations and federal law. Td@mpany is currently cooperating with the U.S. gaweent in connection with 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 swellinge@@wdomestic product liability cases have beexdfih 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 cmmckan 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 mesmaibject to appeal. The Company
believes that the damages are without merit; howehe ultimate outcome is uncertain. The Compameyipusly 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.

18. Pensions and deferred compensatic

Orthofix Inc. sponsors a defined contribution p{tive “Orthofix Inc. 401(k) Plan”) covering substetiy all full time US employees.
The Orthofix Inc. 401(k) Plan allows for particifiario contribute up to 15% of their pre-tax compios), subject to certain limitations, with
the Company matching 100% of the first 2% of thelayee’'s base compensation and 50% of the nextfAtfeemployee’s base
compensation if contributed to the Orthofix Inc14k) Plan. During the years ended December 31, 22082 and 2011, expenses incurred
relating to 401(k) Plans, including matching cdmiitions, were approximately $2.4 million, $2.5 il and $2.5 million, respectively.

The Company operates defined contribution pendiansgfor its other International employees not dbsd above meeting minimum
service requirements. The Compangkpenses for such pension contributions duririgg2P012 and 2011 were $0.7 million, $0.7 milliovd
$0.8 million, respectively.

Under Italian Law, Orthofix S.r.l. accrues, on biélo&its 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 atd¢anghe leaving indemnity payable to agents isecaf dismissal which is regulated by a
national contract and is equal to approximatel$@d total commissions earned from the Company.

The Orthofix Deferred Compensation Plan (the “PJaatiministered by the Board of Directors of tharpany, effective January 1,
2007, and as amended and restated effective Jabhu2®p9, is a plan intended to allow a select grofikey management and highly
compensated employees of the Company to defeet®st 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%0of 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 compensatiangl@013, 2012 and 2011 was approximately $0.3anill$0.4 million and $0.1
million, respectively. Deferred compensation paytaeari $0.1 million and $0.8 million were made inl30and 2012, respectively, and no
deferred compensation payments were made in 2011.
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The balance as of December 31, 2013 and 2012 was#id $2.3 million that represents the amount kvkiould be payable if all the
employees and agents had terminated employmemhiatiate and is included in other long-term liiei.

19. Share-based compensation plans
At December 31, 2013, 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 “201TIP") 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 stamdk awards (including restricted stock, unrestdcstock, and stock units), stock
appreciation rights, performance-based awards tret equity-based awards. All of the Company’s aygés and the employees of the
Company'’s subsidiaries and affiliates are eligibleeceive awards under the 2012 LTIP. In additibe,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,aanly available to the Company’s employees. The@any reserves a total of 1,600,000
shares of common stock for issuance pursuant t8@h& LTIP, subject to certain adjustments sehfortthe 2012 LTIP. At December 31,
2013, there were 515,917 options outstanding utide2012 LTIP Plan, of which 22,668 were exercisalnl addition, there were 279,039
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 ptamgor (ii) that become available for future igsemupon 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-employeedtirs. Awards can be in the form of a
stock option, restricted stock, restricted shaiig performance share unit, or other award fornedeained 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, 2013, there wd3,262 options outstanding under the 2004 LTI R¥&which 1,179,601 were
exercisable; in addition, there were 7,665 shafesstricted stock outstanding, none of which wersted.

Staff Share Option Plan

The Staff Share Stock Option Plan (the “Staff SHen”) is a fixed stock option plan which was atdolbin 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 withgibas to be fully vested within five years fromtel@f grant. Options granted under the Staff
Share Plan expire ten years after the date of gréwetre are no options left to be granted undefthaéf Plan. At December 31, 2013, there
were 15,000 options outstanding and exercisablenithg Staff Share Plan.

Stock Purchase Plan

The Orthofix International N.V. Amended and Redle®&¢ock Purchase Plan (the “Stock Purchase Plaotjiges 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).
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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 8%mployees working in North America, South Ancarand 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 plagual to 85% of the fair market value on
the first day of the plan year (which is a calengzar, running from January 1 to December 31)fdower, on the last day of the plan year.

Due to the compensatory nature of such plan, thegaoy has recorded the related share based contiparisathe consolidated
statement of operations. The aggregate numberanéshieserved for issuance under the Employee $taahase Plan is 1,850,000 share:
of December 31, 2013, 1,437,519 shares had besedissmder the Stock Purchase Plan.

Share-Based Compensation:

As of December 31, 2013, the unamortized compestsatipense relating to options granted and expégcted recognized was $2.8
million. This amount is expected to be recognizedugh January 2018. The following table showsdeiail of share-based compensation by
line item in the consolidated statements of openatifor the years ended December 31, 2013, 2012@hH 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,
(U.S. Dollars in thousands, except assumptior 2013 2012 2011
Cost of sales $ 104 $ 592 $ 15¢
Sales and marketir 1,441 1,55( 2,031
General and administrati 4,48: 4,02: 4,32z
Research and developmt 23€ 13¢ 142
Total $ 626 $ 630 $ 6,64t
Assumptions:
Expected tern 5.00 year 4.50 year 4.58 year
Expected volatility 32.1%-50.8% 50.9%—-51.8% 49.6%- 49.9%
Risk free interest rai 0.58%— 1.52% 0.76%— 0.8%% .90%- 2.26%
Dividend rate — — —
Weighted average fair value of options grantedrdythe
year $ 10.8¢ $ 16.9¢ $ 14.21

Stock Option Activity:

Summaries of the status of the Company’s stocloogilans as of December 31, 2013 and 2012 and ebahging the year ended
December 31, 2013 are presented below:

Weighted
Average
Remaining
Weighted Average Contractual
Options Exercise Price Term
Outstanding at December 31, 2012 1,945,95! $ 34.5(
Grantec 466,25( $ 28.5]
Exercisec (79,949 $ 23.2¢
Forfeited (408,07) $ 36.3:
Outstanding at December 31, 2( 1,924,17! $ 33.1- 4.41
Vested and expected to vest at December 31, 1,839,38. $ 33.5( 417
Options exercisable at December 31, 2 1,367,26! $ 34.3¢ 2.8¢
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Outstanding and exercisable by price range as of Bember 31, 2013

Options Outstanding Options Exercisable
Weighted
Average Weighted Weighted
Remaining Average Average
Number Contractual Exercise Number Exercise
Range of Exercise Price Outstanding Life Price Exercisable Price
$10.42 — $21.78 232,25( 9.31 $ 20.7¢ 16,00( $ 13.31
$22.75- $25.05 326,16t 4.1C $ 24.7: 306,16¢ $ 24.8¢
$26.79- $28.95 230,00t 4.7¢ $ 28.4¢ 170,00( $ 28.6¢
$29.23- $37.36 225,16¢ 5.1C $ 33.1¢ 169,83 $ 32.41
$37.76- $38.11 230,97¢ 1.6¢ $ 37.9¢ 230,97! $ 37.9¢
$38.40- $40.27 351,35 3.17 $ 39.7¢ 174,35! $ 39.77
$41.33-$43.04 178,63: 2.8¢ $ 41.6¢ 150,30: $ 41.72
$44.87- $45.84 140,13¢ 3.05 $ 45.0¢ 140,13: $ 45.0¢
$50.50- $50.50 2,00( 3.01 $ 50.5( 2,00( $ 50.5(
$50.99- $50.99 7,50( 3.0¢ $ 50.9¢ 7,50( $ 50.9¢
$10.42- $50.99 1,924,17! 4.41 $ 33.17 1,367,26! $ 34.3¢

The weighted average remaining contractual lifexarcisable options was 2.89 years at Decemb&@B. The total intrinsic value of
options exercised was $0.4 million, $7.2 milliord&s4.2 million for the years ended December 3132@012 and 2011, respectively. The
aggregate intrinsic value of options outstanding aptions exercisable as of December 31, 2013 ¢sileded as the difference between the
exercise price of the underlying options and theketaprice of the Company’s common stock for tharsh that had exercise prices that were
lower than the $22.82 closing price of the Comparsgock on December 31, 2013. The aggregate imtratue of options outstanding was
$0.5 million, $11.2 million and $10.8 million fohné years ended December 31, 2013, 2012, and 28ddeatively. The aggregate intrinsic
value of options exercisable was $0.2 million, $®i8ion and $8.4 million for the years ended Detem31, 2013, 2012 and 2011,
respectively.

Restricted Stock

During the year ended December 31, 2013, the Coyngiamted to employees and non-employee direc&®s791 shares of restricted
stock, which vest at various dates through Oct@0éf7. During the year ended December 31, 201X tmepany granted to employees and
non-employee directors 149,500 shares of restrigtizek, which vest at various dates through Noverib&5. The compensation expense,
which represents the fair value of the stock measat the market price at the date of grant, Isssated forfeitures, is recognized on a
straight-line basis over the vesting period. Unamed compensation expense related to restrictesk stmounted to $6.7 million at
December 31, 2013.

A summary of the status of our restricted stockfad3ecember 31, 2013 and 2012 and changes duringetiar ended December 31, 2
are presented below:

Weighted

Average Grant

Shares Date Fair Value

Non-vested as of December 31, 2012 160,83: $ 38.3¢
Grantec 269,79: $ 27.0¢
Vested (62,949 $ 36.5¢
Cancellec (80,970 $ 38.8(
Non-vested as of December 31, 2( 286,70:¢ $ 28.01
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20. Earnings per share

For each of the three years ended December 31, #r& were no adjustments to net income (losg)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 commonesbamputations.

Year Ended December 31

2013 2012 2011
Weighted average common shares-basic 18,697,22 18,977,26 18,219,34
Effect of diluted securities
Unexercised stock options net of treasury sharerobase — 413,15( —
Weighted average common shidiluted 18,697,22 19,390,41 18,219,34

No adjustment has been made in 2013 or 2011 focammon stock equivalents because their effectddumei anti-dilutive. For 2013
and 2011, potentially dilutive shares totaled 182,6nd 344,168, respectively.

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 geaire. There were 1,186,259 and 789,650 outstguogitions not included in the diluted
earnings per share computation for the fiscal yealed December 31, 2013 and 2012, respectivelpulsedhe inclusion of these options was
anti-dilutive.

21. Stock Repurchase Program

On May 8, 2013, the Company announced that thedBwoiaDirectors had authorized a share repurchasgrgm in an amount up to $50
million. Repurchases began on May 10, 2013 congjgtrimarily of open market transactions at premngimarket prices in accordance with
the guidelines specified under Rule 10b-18 of theusities Exchange Act of 1934, as amended. Repseshare being made from cash on
hand, cash generated from operations and additimredwings. The timing of the transactions andabgregate number of shares of comi
stock that will be ultimately repurchased underrgqgurchase program will depend on a variety dfofia; including market conditions and the
prices at which the securities are repurchased Cdmpany may discontinue repurchases without piadice at any time if the Company
determines additional repurchases are not warramtezl Company made total repurchases in 2013 ab%&8lion.

22. Quarterly financial data (unaudited)

We have restated all quarterly periods of 2012 elsas the first quarter of 2013, to reflect thsta¢ement described herein. See “Note
2—Restatement of the Consolidated Financial StatéstieThe following tables summarize the impactshef restatement on our previously
reported condensed consolidated statements oftapesand balance sheets included in our QuarRelyorts on Form 10-Q for each
respective period.
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Condensed Consolidated Statement of Operations
As Restated or Currently Reported
(U.S. Dollars, in thousands, except per share data)

2013

Net sales

Cost of sale:

Gross profit

Operating Expens

Operating Income (los:

Net income (loss) from continuing operatic

Net income (loss
Net income (loss) per common she
Basic:
Net income (loss) from continuing operatic
Net income (loss
Diluted:
Net income (loss) from continuing operatic

Net income (loss

2012
Net sales
Cost of sale:
Gross profit
Operating Expens
Operating Incom
Net income from continuing operatio
Net income
Net income (loss) per common she
Basic:
Net income from continuing operatio

Net income

Diluted:
Net income from continuing operatio

Net income

F-44

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter Year
(Restated)
$103,37: $98,28( $ 92,73t $106,14. $400,53
25,61% 20,24¢ 23,92( 32,517 102,30(
77,75¢€ 78,03 68,81¢ 73,62¢ 298,23:
69,66¢ 69,23( 84,41¢ 80,00¢ 303,32:
8,087 8,80¢ (15,600 (6,379 (5,087
7,61( 4,13( (18,089 (8,569 (14,909
$ 450C $ (2,317 $(19,82) $ (7,876 $(25,51%)
$ 03¢ $ 022 $ (100 $ (0.47) $ (0.80)
$ 02: $ (012 $ (110 $ (049 $ (1.37)
$ 03 $ 021 $ (1.00 $ (0.47) $ (0.80
$ 020 $ (012 $ (110 $ (049 $ (1.39)
(Restated) (Restated) (Restated) (Restated) (Restated)
$108,93¢ $113,42: $107,85° $117,36! $447,58:
21,37¢ 27,541 24,38¢ 24,94 98,25
87,55¢ 85,87¢ 83,47: 92,42: 349,32!
69,63¢ 71,57¢ 64,66¢ 66,80¢ 272,69.
17,92( 14,29¢ 18,80¢ 25,611 76,63¢
8,597 9,87( 10,57« 16,00¢ 45,05(
$ 9407 $ 725¢ $ 501¢ $ 21,167 $ 42,83¢
$ 04 $ 052 $ 05F $ 08 § 237
$ 05 $ 03k $ 026 $ 11C $ 2.2¢
$ 04t $ 051 $ 054 $ 081 §$ 2.3
$ 04 $ 037 $ 028 $ 107 $ 221
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Condensed Consolidated Statement of Operations
As Previously Reported
(U.S. Dollars, in thousands, except per share data)

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter Year
2013(1)
Net sales $100,25:
Cost of sale: 22,69¢
Gross profit 77,55t
Operating Expens 73,53
Operating Incom: 4,02¢
Net income from continuing operatio 4,90¢
Net income $ 2,11¢
Net income (loss) per common she
Basic:
Net income from continuing operatio $ 0.2t
Net income $ 0.1
Diluted:
Net income from continuing operatio $ 0.2
Net income $ 0.11
2012
Net sales $116,04: $119,49: $114,75. $112,03! $462,32(
Cost of sale: 21,93¢ 23,67t 22,37: 18,50« 86,49:
Gross profi 94,10: 95,81¢ 92,37¢ 93,53: 375,82¢
Operating Expens 71,67 75,25 70,84¢ 69,05( 286,81¢
Operating Incom 22,43: 20,56¢ 21,53 24,48 89,01(
Net income from continuing operatio 12,21¢ 13,961 13,11¢ 14,63¢ 53,93¢
Net income $ 12,01¢ $ 11,208 $ 7,56(C $ 2051+ $ 51,29t
Net income (loss) per common she
Basic:
Net income from continuing operatio $ 06E $ 074 $ 06 $ 076 $ 284
Net income $ 064 $ 055 $ 04C $ 106 $ 2.7¢C
Diluted:
Net income from continuing operatio $ 064 $ 07 $ 067 $ 074 § 2.7¢
Net income $ 06 $ 058 $ 03¢ $ 104 $ 2.64

(1) Q2-Q4 2013 was not previously report
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Condensed Consolidated Statement of Operations
Restatement Adjustments
(U.S. Dollars, in thousands, except per share data)

2013(1)

Net sales

Cost of sale:

Gross profit

Operating Expens

Operating Incom:

Net income from continuing operatio

Net income
Net income (loss) per common she

Basic:
Net income from continuing operatio
Net income
Diluted:
Net income from continuing operatio
Net income
2012
Net sales
Cost of sale:
Gross profit
Operating Expens
Operating Incom
Net income (loss) from continuing operatic
Net (loss) incomi

Net income (loss) per common she
Basic:
Net income (loss) from continuing operatic

Net income (loss

Diluted:
Net income (loss) from continuing operatic

Net income (loss

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter Year
$ 3,11¢
2,91¢
201
(3,862)
4,06
2,702
$ 2,38¢
$ 0.14
$ 0.12
$ 0.1«
$ 0.1
$(7,10F) $(6,069 $(6,89%) $5,33C $(14,739)
(561) 3,871 2,011 6,44( 11,76
(6,549 (9,940 (8,90¢) (1,210 (26,500
(2,039 (3,679 (6,17¢) (2,247 (14,126
(4,51)) (6,267) (2,72%) 1,132 (12,37¢)
(3,61§) (4,097 (2,549 1,37¢ (8,88¢)
$(2,609 $(3,95) $(2,549 $ 647 $ (8,459
$ (.19 $(0.22 $(0.149 $ 0.07 $ (0.47)
$(0.19 $(0.21) $(0.149 $ 0.0/ $ (0.4%
$(0.19 $(0.22 $(0.19 $ 0.07 $ (0.46
$(0.19 $(0.2)) $(0.149 $ 0.0 $ (0.49

(1) Q2-Q4 2013 was not previously reported and therefoesdhot have restatement adjustme




Table of Contents

Condensed Consolidated Balance Sheets
As Restated or Currently Reported

(U.S. Dollars, in thousands, except share and penare data)

2013

Total asset

Total liabilities

Total shareholde’ equity

Total liabilities and sharehold¢ equity

2012

Total asset

Total liabilities

Total shareholde’ equity

Total liabilities and sharehold¢ equity

Condensed Consolidated Balance Sheets
As Previously Reported

(U.S. Dollars, in thousands, except share and penare data)
2013(1)

Total asset

Total liabilities

Total shareholde’ equity

Total liabilities and sharehold¢ equity
2012

Total asset

Total liabilities

Total shareholde’ equity

Total liabilities and sharehold¢ equity

(1) Q2-Q4 2013 was not previously reported.
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1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
(Restated)
$475,75¢  $459,45(  $430,05¢  $423,18:
102,36¢ 114,22: 111,00: 112,68t
373,39. 345,22 319,05 310,49:
$475,75¢(  $459,45(  $430,05¢ $423,18:
(Restated) (Restated) (Restated) (Restated)
$694,10¢  $530,39! $539,56¢ $472,89'
381,73 205,19:¢ 193,59¢ 105,06!
312,37 325,19¢ 345,96 367,83:
$694,10¢  $530,39' $539,56¢ $472,89°
1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
$503,38(
101,21:
402,16¢
$503,38(
$707,58t  $553,32(  $565,07. $504,28:
369,17¢ 199,10  187,46. 105,18
338,40¢  354,21¢ 377,61 399,09
$707,58t  $553,32(  $565,07:  $504,28:
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Condensed Consolidated Balance Sheets
Restatement Adjustments

(U.S. Dollars, in thousands, except share and penare data)
2013(1)

Total asset

Total liabilities

Total shareholde’ equity

Total liabilities and sharehold¢ equity
2012

Total asset

Total liabilities

Total shareholde’ equity

Total liabilities and sharehold¢ equity

(1) Q2-Q4 2013 was not previously reported and therefoesdhot have restatement adjustme

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
$(27,62)
1,154
28,77¢)
$(27,62))
$(13,48)  $(22,92f)  $(25,50)  $(31,389)
12,55¢ 6,09- 6,13¢ (11€)
(26,036 (29,01)) (31,649 (31,266
$(13,48)  $(22,929)  $(25,50)  $(31,389)
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Orthofix International N.V.
Schedule 1—Condensed Financial Information of Redignt Orthofix International N.V.

Condensed Balance Sheets (unaudited)

December 31 December 31
(U.S. Dollars in thousands 2013 2012
(Restated)
Assets
Current assett
Cash and cash equivalel $ 1,42¢ $ 7,39
Prepaid expenses and other current a: 67C 534
Total current asse 2,09¢ 7,92¢
Other long term asse — 15
Investments in and amounts due from subsidiaridsaffiliates 322,80« 369,20
Total asset $ 324,90( $ 377,14
Liabilities and shareholder’s equity
Current liabilities $ 6,29t $ 1,20¢
Long-term liabilities 8,111 8,111
Sharehold¢' s equity:
Common stocl 1,81( 1,93¢
Additional paid in capita 216,65: 246,30¢
Accumulated earning 89,33: 114,84
Accumulated other comprehensive incc 2,69¢ 4,74F
310,49: 367,83.
Total liabilities and shareholc's equity $ 324,90( $ 377,14

See accompanying notes to condensed financiahséms.
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Orthofix International N.V.

Schedule 1—Condensed Financial Information of Redignt Orthofix International N.V.

Condensed Statements of Operations (unaudited)

(U.S. Dollars in thousands

(Expenses) incom
General and administrati
Equity in earnings of investments in subsidiaried affiliates
Other, ne’
(Loss) income before income tax
Income tax benefit (expens

Net (loss) incomu

See accompanying notes to condensed financiahstatis.

S-2

Year Ended
December 31
2013

$ (16,64)
(9,197

327
(25,519

$ (25,519

Year Ended
December 31
2012

(Restated)

$ (7,700
50,31

24

42,64

197

$ 42,83

Year Ended
December 31
2011

(Restated)

$ (11,139
(6,296)
7

(17,42)
(687)
$ (18,110
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Orthofix International N.V.

Schedule 1—Condensed Financial Information of Redignt Orthofix International N.V.

Condensed Statement of Cash Flows (unaudited)

(U.S. Dollars in thousands

Net income (loss

Equity in earnings of (loss) investments in sulzgigs and affiliate

Cash used in provided by other operating activ
Net cash used in operating activit

Cash flows from investing activitie

Distributions and amounts received from subsid&
Capital expenditure

Net cash used in provided by investing activi
Cash flows from financing activitie

Net proceeds from issuance of common s
Repurchase of treasury sha

Contributions to subsidiaries and affilia

Tax benefit on exercise of stock optic

Net cash provided by financing activiti

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

See accompanying notes to condensed financiahstatis.

Year Ended
December 31

2013

$ (25,519
9,197

46¢
(15,85()

53,38¢

53,38¢

3,45(
(39,49/)
(7,54%)

82

(43,50)
(5,966)
7,39:

$  1.42¢

Year Ended
December 31

2012
(Restated)
$ 42,83t

(50,31)

(6,819
(14,290

12,56¢

12,56«
25,58t

(36,927
1,02(
(10,319
(12,042)
19,43:

$ 7,39

Year Ended
December 31

2011
(Restated)
$ (18,110

6,29¢
3,42¢
(8,385)

5,87¢

5,87¢
20,11

(2,789
1,731
19,06:
16,55:
2,88:

$ 1943
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Orthofix International N.V.

Schedule 1—Condensed Financial Information of Redignt Orthofix International N.V.
Notes to Condensed Financial Statements (unaudited)

1. Background and basis of presentatiot

These condensed parent company financial staterhawnésbeen prepared in accordance with Rule 15€4edule 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 subsidiarie

Certain of the Company’s subsidiaries have regitriston their ability to pay dividends or make motampany loans and advances
pursuant to their financing arrangements. The amolrestricted net assets the Company’s subsatidreld at December 31, 2013 and 2012
was approximately $192.0 million and $213.4 millioespectively. Such restrictions are on net asdd@sthofix Holdings, Inc. and its
subsidiaries.

3. Commitments, contingencies and long-term obligains

For a discussion of the Company’s commitments,ingetcies and long term obligations under its seséaured credit facility, see
Note 9, Note 12 and Note 17 of the Com(’s consolidated financial statements.

4, Dividends from subsidiaries
Orthofix International N.V. did not receive cashidends in 2013 or 2012.
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Orthofix International N.V.
Schedule 2—Valuation and Qualifying Accounts
For the years ended December 31, 2013, 2012 arid 201

Additions
Charged

Balance a Charged tc (credited)
(U.S. Dollars in thousands beginning cost and to other Deductions. Balance at
Provisions from assets to which they appl of year expenses accounts Other end of yeal
2013
Allowance for doubtful accounts receival $ 13,54 $ 6,00: — $ (7,57) $ 11,96¢
Deferred tax valuation allowan: 26,36 5,111 — — 31,47:
2012 (Restated
Allowance for doubtful accounts receival $ 9,341 $ 10,38: $ (19 $ (6,179 $ 13,54!
Deferred tax valuation allowan: 19,12« 7,231 — — 26,36.
2011 (Restated)
Allowance for doubtful accounts receival $ 6,54 $ 12,87¢ $ (501 $ (9,579 $ 9,341
Deferred tax valuation allowan: 21,02: (1,899 — — 19,12

S-5



The following is a list of our significant subsidiaies:

Company

Exhibit 21.1

Country of Incorporation

Orthofix Australia Pty Limitec
Orthofix do Brasil Ltda
Orthofix S.A.

Orthofix G.m.b.H.

Orthofix Spine G.m.b.H
Orthofix S.r.l.

Orthofix International B.V
Orthofix Il B.V.

Implantes y Sistemas Medicos, li
Inter Medical Supplies Limite
Colgate Medical Limite(
Orthofix Limited

Orthofix (GB) Limited
Orthofix UK Limited
Orthosonics Limitec
Swifsture Medical Limitec
Victory Medical Limited
AMEI Technologies, Inc
Blackstone Medical, Inc
Neomedics, Inc
Osteogenics, Inc

Orthofix Holdings, Inc
Orthofix US LLC

Orthofix Inc.

Australia
Brazil
France
Germany
Germany
Italy
Netherland:s
Netherland:
Puerto Ricc
Seychelle:
UK

UK

UK

UK

UK

UK

UK

us

us

us

us

us

us

us
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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 Cithimternational N.V. Staff Share Option Plan abdhofix Inc. Employee Stock
Purchase Plar

Form £-8 Nos. 33-5932 and 33-68700 pertaining to the Orthofix International NSaff Share Option Plal

Form £-8 Nos. 3-96172 and 3-50900 pertaining to the Orthofix International N Staff Share Option Plal

Form $-8 No. 33:-145661 pertaining to the Orthofix International NAMmended and Restated 2004 L-Term Incentive Plar
Form £-8 No. 33:-123353 pertaining to the Orthofix International N2004 Loni-Term Incentive Plar

Form S-8 No. 333-153389 pertaining to the Ciithimternational N.V. Amended and Restated 2004d-Germ Incentive Plan and the
Orthofix International N.V. Amended and Restatedc&tPurchase Pla

Form S-8 No. 333-155358 pertaining to the Stdgkions Granted Pursuant to Inducement Grant Nalifigd Stock Option Agreement
between Orthofix International N.V. and Robert &itéfs;

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 NAfmended and Restated Stock Purchase |

Form S-8 No. 333-181179 pertaining to the E@©ptions Granted Pursuant to Inducement Grant Nalified Stock Option Agreement
between Orthofix International N.V. and Vicente llgs; and

Form £-8 No. 33:-182952 pertaining to the Orthofix International NA012 Lon+Term Incentive Plar

of our reports dated March 31, 2014, with respethé consolidated financial statements and sckedfl Orthofix International N.V. and the
effectiveness of internal control over financigdoeting of Orthofix International N.V. included this Annual Report (Form 1K) of Orthofix
International N.V. for the year ended December28i1L,3.

/sl Ernst & Young LLP

Dallas, Texas
March 31, 2014



Exhibit 31.1

CERTIFICATION

I, Bradley R. Mason, 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 dongttate a material fact necessary to
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,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, amgdtfe 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
13e&15(f) and 15-15(f)) for the registrant and ha

a. designed such disclosure controls and procedoaresused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, 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 financigbréing, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally 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#) tias material affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

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 weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b. any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Dated: March 31, 201 By: /s/ Bradley R. Maso

Name Bradley R. Masol
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 dongttate a material fact necessary to
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,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, amgdtfe 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
13e&15(f) and 15-15(f)) for the registrant and ha

a. designed such disclosure controls and procedoaresused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, 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 financigbréing, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally 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#) tias material affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

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 weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b. any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Dated: March 31, 201 By: /s/ Emily V. Buxton

Name Emily V. Buxton
Title: Chief Financial Office



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 andcBhange Commission on the date hereof, |, Bradleyi&on, 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 31, 201 /s/ Bradley R. Maso
Name: Bradley R. Masol
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 16 for the period ended December 31, 2
(the “Report”), as filed with the Securities andchange Commission on the date hereof, I, Emily ¥tBn, Chief Financial Officer, certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipot$o Section 906 of the Sarbanes-Oxley Act @22@hat:

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 31, 201 /s/ Emily V. Buxton
Name: Emily V. Buxton
Title:  Chief Financial Office




