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Explanatory Note

Orthofix International N.V. (together with its resgiive consolidated subsidiaries and affiliates," tbompany,” sometimes referred to
as “we,” “us,” or “our”) is filing this Annual Regbon Form 10-K for the fiscal year ended Decen8ier2014 (this “Annual Report” or this
“Form 10-K") with the Securities and Exchange Cormssion (the “SEC”) on a late basis. As describethéinForm 12b-25 filed by the
Company on March 17, 2015, this Form 10-K and tben@any’s Quarterly Reports on Form 10-Q for thedigjuarters ended June 30, 2014
and September 30, 2014, respectively (the “LatenFd-Qs”"), were delayed while the Company prepaesthted financial statements for the
fiscal years ended December 31, 2013, 2012 and @ddliding the interim quarterly periods containeithin the fiscal years ended
December 31, 2013 and 2012) and the fiscal quanded March 31, 2014. These restated financiermatnts were filed with, and are furtl
described in, (i) an amendment to the Company’suahReport on Form 10-K for the fiscal year endet&@nber 31, 2013 (the “2013 Form
10-K/A™), (ii) an amendment to the Company’s Qudyt&eport on Form 10-Q for the fiscal quarter eshdiéarch 31, 2014 (the “2014 First
Quarter Form 10-Q/A,” and together with the 2013 d0-K/A, the “Amendments”), and (iii) the Lateffo 10-Qs. The Amendments and
the Late Form 10-Qs were each filed with the SEGAanch 31, 2014. As further described herein,dnrection with these matters, the
Company was granted relief by a NASDAQ HearingsdPtmremain listed on the NASDAQ Stock Market pdmd that the Company filed
the Late Form 10-Qs on or prior to March 31, 204 files this Form 10-K on or prior to April 30, 28. Continued listing with the
NASDAQ Stock Market is also contingent upon the @any remaining current in its SEC periodic repagtibligations in the future. Tt
Company currently is preparing its Quarterly Report~orm 10-Q for the fiscal quarter ended March2R1l5, and expects to make such
filing with the SEC no later than May 18, 2015 (thes date for such filing in the event that the @any seeks relief pursuant to SEC Rule
12b-25).

Forward-Looking Statements

This report contains forwaroking statements within the meaning of Sectiok 21the Securities Exchange Act of 1934, as an)
and Section 27A of the Securities Act of 1933, mgded, relating to our business and financiaboltl which are based on our current
beliefs, assumptions, expectations, estimatescéste and projections. In some cases, you carnifidémtvard-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 forwaakilog statements. You should not place undue rediam any of these forward-looking
statements. Further, any forwdabking statement speaks only as of the date heueddss it is specifically otherwise stated taede as of
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 da wonstitute guarantees or promises of future perdmce. Factors that could cause or
contribute to such differences may include, butrexelimited to, risks relating to our March 201@ntpleted original restatement of historical
financial statements following an independent reMiy the Audit Committee of the CompasyBoard of Directors, together with related le
proceedings (including potential action by the Bien of Enforcement of the SEC and pending seesritlass action litigation), our March
2015 completed further restatement of historigadiicial statements, our review of allegations qirimper payments involving the our Brazil-
based subsidiary (which review is described in Rdrém 3, “Legal Proceedings”), our recent nomagtiance with certain Nasdaq Stock
Market LLC listing rules, and related pending hegsi proceedings in connection therewith, the exgaesales of our products, including
recently launched products, unanticipated experaitichanging relationships with customers, suppl&rategic partners and lenders,
changes to and the interpretation of governmeantallations, the resolution of pending litigationttees (including our indemnification
obligations with respect to certain product liglilclaims against, and the government investigadipiour former sports medicine global
business unit) (as further described in Part I8 “Legal Proceedings”) and other reports thatwilefile in the future), our ongoing
compliance obligations under a corporate integgyeement with the Office of Inspector Generahef Department of Health and Human
Services (and related terms of probation) and erded prosecution agreement with the U.S. Depattiwfelustice, risks relating to the
protection of intellectual property, changes torienbursement policies of third parties, the impEcompetitive products, changes to the
competitive environment, the acceptance of newyrtedin the market, conditions of the orthopeddustry, credit markets and the economy
(including the expiration of our current securedoteing credit agreement in August 2015), corpodseelopment and market development
activities, including acquisitions or divestituresexpected costs or operating unit performanegeaelto recent acquisitions, and other risks
described in Part |, Item 1A, “Risk Factors” as e in other reports that we file in the future.




PART |

| tem 1. Business

In this report, the terms “we,” “us,” “our,” “Orthofix,” “the Company” and “our Company” refer to theombined operations of all of
Orthofix International N.V. and its respective colidated subsidiaries and affiliates, unless thateat requires otherwise.

Company Overview

We are a diversified, global medical device compfamyised on improving patients’ lives by providisgperior reconstructive and
regenerative orthopedic and spine solutions toiptayss worldwide. Headquartered in Lewisville, TtKe Company has four strategic
business units that include BioStim, Biologics, rértity Fixation and Spine Fixation. Orthofix prodsiare widely distributed via the
Company’s sales representatives, distributors @nslibsidiaries. In addition, Orthofix is collabiimg on research and development activities
with leading clinical organizations such as the busskeletal Transplant Foundation and the Texa#tiSk Rite Hospital for Children.

We have administrative and training facilities lne tUnited States (“U.S.”), Italy, Brazil, the Undt&ingdom, France, Germany, and
Puerto Rico and manufacturing facilities in the LaBd Italy. We use independent distributors a$ agedirectly distribute our products in the
U.S., Italy, the United Kingdom, Germany, SwitzadaAustria, France, Brazil, Australia, and Pudtico. In several other markets we
distribute our products through independent diataks.

Orthofix International N.V. is a limited liabilitgompany operating under the laws of Curacao. Thrapgamy was formed on
October 19, 1987 under the laws of the Netherla@mdales, with the principal executive office ingiNetherlands Antilles on the island of
Curagao. Curacao became a separate and autonommisycn October 10, 2010. Our executive office€uracao are located at 7 Abraham
de Veerstraat, Curacao. Our filings with the Sdamsiand Exchange Commission (the “SEC”), including Annual Report on Form 10-K,
Quarterly Reports on Form 10-Q, Current Reportfamm 8-K, and Annual Proxy Statement on Schedufeddd amendments to those
reports, are available free of charge on our welastsoon as reasonably practicable after thefjledtenith, or furnished to, the SEC.
Information on our website or connected to our Wtelis not incorporated by reference into this repOur Internet website is located at
http://www.orthofix.com. Our SEC filings are alseadlable on the SEC Internet website at http://wsatg.gov.

Business Segments

Our segment information is prepared on the samis bast management reviews the financial informmafar 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 tgmsets for which our Chief Executive
Officer, who is our Chief Operating Decision Maktlte “CODM"), reviews financial information and mekresource allocation decisions
among business units. Accordingly, our segmentim&tion has been prepared based on our four SRigEting segments. These four
segments are discussed below.

BioStim

The BioStim SBU manufactures, distributes, and joles support services of market leading devicesehhance bone fusion. These
Class Il medical devices are indicated as an adijug, noninvasive treatment to improve fusion @sscrates in cervical and lumbar spine as
well as a therapeutic treatment for non-spine et that have not healed (non-unions). These @ewitilize Orthofix’s patented pulsed
electromagnetic field (“PEMF®echnology, which is supported by strong basic raaidm of action data in the scientific literaturelas wel
as strong level one randomized controlled clinidals in the medical literature. Current reseaanl clinical studies are also underway to
identify potential new clinical indications. TH&BU uses both distributors and independent safgesentatives to sell its devices to hospi
doctors and other healthcare providers, primanilihe U.S.

Biologics

The Biologics SBU provides a portfolio of regenamiproducts and tissue forms that allow physiciansuccessfully treat a variety of
spinal and orthopedic conditions. This SBU spezéaliin the marketing of the Company’s regeneratssue forms. Biologics markets its
tissues through a network of distributors, indemendales representatives and affiliates to sujpphpspitals, doctors, and other healthcare
providers, primarily in the U.S. Our partnershighwthe Musculoskeletal Transplant Foundation (“MY&flows us to exclusively market our
Trinity Evolution®and Trinity ELITE®tissue forms for musculoskeletal defects to enhéocg fusion.
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Extremity Fixatior

The Extremity Fixation SBU offers products and siolus that allow physicians to successfully trestidety of orthopedic conditions
unrelated to the spine. This SBU specializes irdéggn, development, and marketing of the Commaasthopedic products used in fracture
repair, deformity correction and bone reconstrucpoocedures. Extremity Fixation distributes itegucts through a network of distributors,
independent sales representatives and affiliateis. JBU uses both independent distributors andtgales representatives to sell orthopedic
products to hospitals, doctors, and other heabkrigers, globally.

Spine Fixation

The Spine Fixation SBU specializes in the desigwetbpment and marketing of a portfolio of implandducts used in surgical
procedures of the spine. Spine Fixation distribitteproducts through a network of distributors affiliates. This SBU uses distributors and
independent sales representatives to sell spirupt®to hospitals, doctors and other healthcareighers, globally.

Business Strategy

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

BioStim: Provide osteogenesis stimulation devices that eefioninvasive treatment for promoting healingracfured bones and spinal
fusions. Our key initiatives are:

e Invest in basic science, clinical and evide-based research to support broader indicationsuiostimulation products

e Enhance our customer service and physician inierattrough automatior

e Leverage our leadership in spinal osteogenesmuikittion to increase our market share in appefai¢aon-spine) osteogenesis
stimulation; anc

e Investin product development for next generatisteogenesis technoloc
Biologics: Provide a portfolio of regenerative tissues andlpots that provide physicians with additional scagjoptions that augment their
surgical procedures and results. Our key initiatiaee:

e Continually add new distribution in key under prated markets and by capitalizing on other bgsinmits’ customer
relationships and hospital acce

e Penetrate new and -tapped Orthopedics fields of use such as the: Taadwint Revisions and Craniomaxillofacial marketsd
e Continue to focus our sales efforts on our newtst ©f the art tissue form, Trinity ELIT®.
Extremity Fixation: Provide external and internal temporary to defieitiixation devices used in fracture repair, defityroorrection and
bone reconstruction. Our key initiatives are:
e Increase coverage in the U.S. and existing inteynalt markets and expand into additional high ptiéountries
e Implement a worldwide sales productivity procesd thill drive an increase in market penetratioe@&ch country

e Develop and acquire premium products for tempofiaation, deformity correction and pediatricsthrar than generic or
commodity fixation products; ar

e Restructure the U.S. business for growth and @doffity.
Spine Fixation: Provide a portfolio of surgical products that allptwsicians to successfully treat a variety of apgonditions. Our key
initiatives are:

e Rationalize our cost structure to increase the margntribution of this busines

e Optimize our sales channel in the U.S. by indrepthe number of our sales representatives by fiércent in the next two years
and adding field based management and trainingiress; anc

e Increase new product introductions through prodaquisitions and a more streamlined and prodectaw product development
process




Other Financial and Business Initiatives:
e Continue to identify, recruit and hire highly taled and experienced commercial and corporate Isf
e Expand our geographic sales coverage to high prioduntries and U.S. territories where we curgeatk underpenetrate

e Drive sales in the U.S. by expanding our integgtatelivery networks, group purchasing organizatiamnd regional hospital
system commercial contracting team and expel

e Investin a reimbursement strategy and team dagtidco addressing the requirements of third gaagsors. This team will be
supported with eviden-based clinical research and cost effectivenessestedordinated by our research te:

e Continue to enhance physician relationships thradgbnsive product education and training progrz
e Achieve more effective and efficient business psses, systems and controls throughout the org&mizaind

e Increase our research and development investimenir core technologies of osteogenesis stimuladiod regenerative tissue
forms.

Corporate

Corporate activities are comprised of the operatixigenses, including share-based compensationtdfdr International N.V. and its
holding company subsidiaries, along with activities necessarily identifiable within the four SBUs.

Net Sales by SBU:

The table below presents net sales for continupegations by SBU reporting segment. Net sales dtechroduct sales and marketing
service fees.

Net Sales by SBU
Year ended December 31

2014 2013 2012

Percent of Percent of Percent of

Total Net Total Net Total Net
(U.S. Dollars in thousands) Net Sales Sales Net Sales Sales Net Sales Sales
BioStim $ 154,67¢ 38% $ 145,08t 36% $ 174,56: 40%
Biologics 55,881 14% 53,74¢ 14% 53,731 12%
Extremity Fixation 109,67¢ 27% 103,35¢ 26% 112,01 25%
Spine Fixatior 82,04z 21% 95,421 24% 99,88t 23%
Total Net Sale: $ 402,275 100% $ 397,61 100% $ 440,18¢ 100%

Additional financial information regarding our boess segments can be found in Item 7 under therftedanagement’s Discussion
and Analysis of Financial Condition and Result©gpkrations,” as well as in ltem 8 under the heatiigancial Statements and
Supplementary Data.”




Products

Our revenues are derived from the sales of procdarcdsmarketing service fees in four SBUs, BioS&iojogics, Extremity Fixation
and Spine Fixation, which accounted for 38%, 14%8%2and 21%, respectively, of our total net sale®014. Marketing service fee sales is
comprised of fees earned for the marketing of @fsums including Trinity Evolutiof, Trinity ELITE ®and VersaShielfl.

The following table identifies our principal prodsdy trade name and describes their primary squjdics:

Product

Primary Application

BioStim Solutions

Cervical-Stim®
Spinal-Stim®
Physio-StimP®

Biologic Solutions

AlloQuent® Structural Allografts
Trinity ELITE ®

Trinity Evolution®

VersaShield

Collage® Synthetic Osteoconductive Scaffc

Extremity Fixation Solutions

Fixator

Eight-Plate Guided Growth Syste®
LRS Advanced Limb Reconstruction Syst®
TrueLok™

TL-HEX TrueLok Hexapod Systefh(“TL-HEX™")
Galaxy Fixation™ System

PREFIX™ and PREFIX 2™
VeroNail ® Trochanteric Nailing Syste!
Centronail® Titanium Nailing Systen
Cemex®

OSCAR®

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

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

PEMF long bone non-invasive regenerative stimulasad to enhance bone growth
in nor-union factures

Interbody devices made of cortical bone that aségied to restore the space that
been lost between two or more vertebrae due tgargeated dis

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

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

A thin hydrophilic amniotic membrane designed toveeas a wound or tissue
covering for a variety of surgical demar

A bone void filler

External fixation and internal fixation, includinige Sheffield Ring, limbdengthening
systems, DAF, ProCallus™, XCalik® and Gotfried P.C.C.®

Treatment for bowed legs or knock knees of chilc
External fixation for limb lengthening and correcets of deformity
Ring fixation system for limb lengthening and defityy correction

Hexapod external fixation system for trauma anaiefty correction with associat
software

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

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

Complete range of intramedullary nails including thumeral Nai
Bone cemen

Ultrasonic bone cement remoy




Product

Primary Application

Centronail® Ankle Compression Nailing System
(“CAN")

Contours™ Lapidus Plating System™LPS")
Contours PHP Proximal Humeral Plate*PHF")
Contours VP®Volar Plating System™ ||

Spine Fixation Solutions

3°™ /Reliant® Anterior Cervical Plating Systen

Hallmark® Anterior Cervical Plate Syste

Ascent® LE Posterior Occipital Cervico-Thoracic
(“POCT") System

NewBridge® Laminoplasty Fixation System

Construx® Mini PEEK Spacer System

CONSTRUX®Mini PTC™ PEEKTI Composite
Spacer System?

Construx®? PEEK VBR System

NGage® Surgical Mesh System

PILLAR ®PL & TL PEEK VBR System

FORZA® Spacer Systet
PILLAR ®AL PEEK Partial VBR System

PILLAR ®SA PEEK Spacer System
Firebird® Spinal Fixation System
Firebird® Deformity Correction System

Phoenix® Minimally Invasive Spinal Fixation System

SFS™ Spinal Fixation System

SambaScreWi

A differentiated solution for hindfoot fusiol
A plate design contoured specifically for a tarstatersal “TMT") fusion
An innovative plating solution for fraction fixaticof the proximal humeru

The 3rd generation of plates to treat distal raffiastures

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

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

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

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

A cervical interbody with porous titanium end pktbat may promote bone ingrov
and a PEEK core to maintain imaging characteris

A modular device implanted during the replacemémtegienerated or deformed
spinal vertebrae to provide additional anteriorpsrp

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

Interbody devices for Posterior Lumbar Interbodgibo (“PLIF") and
Transforaminal Lumbar Interbody Fusic“ TLIF") procedure:

PLIF and TLIF procedure

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

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

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

An extension to the Firebird TM Spinal Fixation &y that provides additional
instrument and implant options for complex thoracdbar spine procedur

A multi-axial extended reduction screw body usethwhie Firebird Spinal Fixation
System designed to be implanted during a posttraacolumbar spine fusion
procedure

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

A minimally invasive screw system that is intendedfixation of sacroiliac joint
disruptions in skeletally mature patie
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Product Primary Application

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

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

LONESTAR® Cervical Stand Alone A stand-alone spacer system designed to providbitimechanical strength to a
tradition or minimal invasive ACDF procedure witss disruption of patient
anatomy and preserve the anatomical prc

SKYHAWK ®Lateral Interbody Fusion System Provides a complete solution for the surgeon téopera Lateral Lumbar Interbody
Fusion, an approach to spinal fusion in which trgson access the intervertebral
disc space using a surgical approach from them&iside that disturbs fewer
structures and tissue

CENTURION® Posterior Occipital Cervico-Thoracic A multiple component system comprised of a varadtyion-sterile, single use
System components made of titanium alloy or cobalt chrdhae allow the surgeon to builc
spinal implant construc

We have proprietary rights in all of the above ptd with the exception of Cemé&x Eight-Plate Guided Growth Systémand
Contour VPS®. We have the exclusive distribution rights for @emex®in ltaly and for the Eight-Plate Guided Growth Sysf and
Contour VPS® worldwide.

We have numerous trademarked products and seimiclesling but not limited to the following: Orthaff®, Blackston€®, Spinal-Stim
®, Cervical-Stim?, 3°™ Relianf, Hallmark®, Firebird®, Ascent®, Construx®, Unity ®, NGage®, Newbridge®, Trinity ELITE ®, Trinity
Evolution®, VersaShield, PILLAR™, Alloguent®, ProView®, ProCallug®, XCaliber®, VeroNail®, Centronai , PREFIX™, Gotfried
P.C.C.P?, Physio-Stinf, TrueLok™, Galaxy Fixation™ System and TL-HEX™, NBSTAR®, SKYHAWK ®and CENTURION®.

BioStim
Spinal Regenerative Solutions

Regenerative stimulators used in spinal applicateme designed to enhance bone growth and thessuate of certain spinal fusions
by stimulating the body’s own natural healing medblm post-surgically. These non-invasive portalgeicks are intended to be used as part
of a home treatment program prescribed by a playsici

We offer two spinal regenerative stimulation desic8pinal-Stinf and Cervical-Stin?, through our subsidiary, Orthofix Inc. Our
stimulation products use a PEMF technology desigoehhance the growth of bone tissue followingety and are placed externally over
the site to be healed. Research data shows th&EMF signal induces mineralization and results process that stimulates new
regeneration at the spinal fusion site. We havesped independent research at the Cleveland Chigiev York University and University ¢
Medicine and Dentistry of New Jersey, where scémnttonducted animal and cellular studies to ifletiie mechanisms of action of our
PEMF signals on bone and efficacy of healing. Fthbiw effort, a total of six studies have been mh#d in peer-reviewed journals. Among
other insights, the studies illustrate positiveeefé of PEMF on callus formation and bone streagttvell as proliferation and differentiation
of cells involved in regeneration and healing. Rerinore, we believe that the research work wittvé€lind Clinic allowing for
characterization and visualization of the OrthdfikMF waveform is paving the way for signal optintiaa for a variety of new applications
and indications. This collection of pre-clinicaltd@long with additional clinical data could regesnew clinical indication opportunities for
our regenerative stimulation solutions.

Some spine fusion patients are at greater rislob&iohieving a solid fusion of new bone aroundfttsgon site. These patients typically
have one or more risk factors such as smoking,igb@sdiabetes, or their surgery involves the seui of a failed fusion or the fusion of
multiple levels of vertebrae in one procedure. these patients, postirgical regenerative stimulation has been shovaigtaficantly increas
the probability of fusion success. Spinal-Sfiis a non-invasive spinal fusion stimulator systeammercially available in the U.S. since 1990
and approved in Europe. Spinal-Stiis designed for the treatment of the lower thoracid lumbar regions of the spine. The device uses
proprietary technology and a wavelength to genead®&MF signal. The U.S. Food and Drug Administra{the “FDA”) has approved
Spinal-Stim® as a spinal fusion adjunct to increase the proitgloil fusion success and as a non-operative treatifior salvage of failed
spinal fusion at least nine months post-operatively




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

Orthopedic Regenerative Solutions

Our Physio-Stin? regenerative stimulator products use PEMF techryosimilar to that described previously in the dission of our
spine stimulators. The primary difference is tihat Physio-Stin? physical configuration is designed for use on lboges.

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 suchttracconditions surgically, often by means
of a bone graft with fracture fixation devices, Is@as bone plates, screws or intramedullary rodss&lare examples of “invasive” treatments.
Our patented regenerative stimulators are designade a low level of PEMF signals to activatelibdy’s natural healing process.

Our systems offer portability, rechargeable battggration, integrated component design, patiemtitmiong capabilities and the abil
to cover a large treatment area without factoribeation for specific patient application.

Biologics

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

Regenerative Solutiol

Our premier biologics tissues include Trinity ELIPEnd Trinity Evolutior®, which are allografts that contain viable cells angl uset
during surgery in the treatment of musculoskeléédécts for bone reconstruction and repair. Théegrafts are intended to offer a viable
alternative to an autograft procedure; harvestirtggraft adds risk of an additional surgical pragedand related patient discomfort in
conjunction with a repair surgery.

To offer structural support and facilitate bonevgitoin spine fusion procedures we offer a full lisfeAlloquent® 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 Collagé&, as an osteoconductive scaffold and a bone grbfitisute product. The product is a combinatiortisgtic bone
graft substitute comprised of beta tri-calcium pdtwe and type 1 bovine collagen.

We market VersaShielt, a thin hydrophilic amniotic membrane designedenve as a wound or tissue covering for a variéty o
surgical demands. Amniotic tissue forms derivednfrilonated human placenta are used in a wide varfetgplications and are valued for
their healing properties, scar reduction and adfiesion characteristics. VersaShield derived from the human placental layers amniwh a
chorion; these thin elastic membranes allow theiggo conform to the surface of the surgical site.

We receive a marketing fee through our collaboretiith MTF for Trinity Evolution®, Trinity ELITE ®, and VersaShiel8l. Under ou
Agreements with MTF, MTF processes the tissueshtaiais inventory, and invoices hospitals and syrgenters and other points of care for
service fees, which are submitted by customergwiahase orders. We have exclusive worldwide rigghtaarket our Trinity Evolutiofiand
Trinity ELITE ®technologies, and market our VersaShfalthder a private label brand via a non-exclusiveketarg agreement for the tissue
form.

To date, our Biologics are offered primarily in tHeS. market due in part to restrictions in prongllJ.S. human donor tissue in other
countries.

Extremity Fixation

The medical devices offered in our Extremity FigatSBU include both internal and external fixatsmutions for extremity repair and
deformity correction, both for adults and pediatric




Extremity Repair Solutior

Our fracture repair products consist of fixatiowides designed to stabilize a broken bone untiit heal. Our fracture repair products
come in two main types: external devices and irtiedevices. With these devices, we can treat sirmpiecomplex 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 devic
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. External
fixation may also be used as temporary devicesinptex trauma cases to stabilize the fracture padreating it definitively. We believe th
external fixation is among the most minimally inivassurgical options for fracture management. Alge,believe external fixation is the idi
treatment option for highly complex fractures, pats who have fractures close to the joints, aeptt with known risk factors or co-
morbidities.

The Limb Reconstruction System (“LRS”) uses catlistraction to lengthen bone in a variety of praged. It can be used in
monofocal lengthening and corrections of deformity multifocal procedures include bone transpgirhultaneous compression and
distraction at different sites, bifocal lengthenargd correction of deformities with shortening209, improvements on size, flexibility and
ease of use were implemented for the release dfRiseAdvanced Limb Reconstruction Syst&m

Our external fixation product, Galaxy Fixation™, ialhwas released in 2012, incorporates a streathtonenbination of clamps with
both pin-to-bar and bar-to-bar coupling capabditieat provide a complete range of applicationsraddces inventory. It also includes
specific units for the elbow, shoulder and wrishil®& the rigidity and stability allows for use imfihitive fixation, the design also addresses
the need for rapid stabilization needed for tempofigation in large trauma centers.

The TrueLok™ Ring Fixation System is a surgeongtesil, lightweight external fixation system for lin@mgthening 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 rodsgridistractors, or hinges and angular distracteng;h allow the surgeon to adjust the
relative position of rings to each other. The nugitions are manipulated either acutely or grdguaiminute increments to perform the
correction of the deformity, limb lengthening, ame segment transportation as required by the sargé&reated with pre-assembled function
blocks, the TrueLok is a simple, stable, versaiilg fixation system.

Building on the TrueLok brand, in the internationzrkets, TL-HEX™ TrueLok Hexapod Syst@mwas released 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™ framedsence, the system consists of circular and seouitar external supports secured to
the bones by wires and half pins and interconndayesix struts. This allows multi-planar adjustmehfthe external supports. The rings’
position is adjusted either rapidly or graduallypiecise increments to perform bone segment repoisiyy in three-dimensional space. All the
basic components from the TrueLok Ring Fixationt&ys(wire and half pin fixation bolts, posts, thated rods, plates as well as other
assembly components and instrumentation) can beegtiwith TL-HEX™; therefore external supportsirdoth systems can be connected to
each other when building fixation blocks. As wittyaother hexapod-type external fixator, for suctidsgpplication of the TL-HEX™, an
associated software is also availablerfw.tlhex.com).

Another one of our external fixation devices is X@aliber® fixator, which is made from a lightweight radiolitenaterial and
provided in three configurations to cover long bénagetures, fractures near joints and ankle frastuhe radiolucency of XCalib&fixators
allows X-rays to pass through the device and pewithie surgeon with improvedrdy visualization of the fracture and alignmente3é thre
configurations cover a broad range of fractureg XBaliber®fixators are provided pre-assembled in sterile kitdecrease time in the
operating room.

Our proprietary XCalibe? bone screws are designed to be compatible witlext@rnal fixators and reduce inventory for our oustrs.
Some of these screws are covered with hydroxyapatinineral component of bone that reduces sgriinflammation of soft tissue and
improves bone grip. Other screws in this proprietare do not include the hydroxyapatite coatingt offer different advantages such as
patented thread designs for better adherence ¢éhdrgyoor quality bone. We believe we have a fok lof bone screws to meet the deman
the market. Adding to the XCalibBbone screw product line are also cylindrical scrévgs released for the US market and which we ekpe
will be following in international markets. The &pf screw is geared towards the trauma applicaiddithe Galaxy Fixation™ System.
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Internal Fixation

Internal fixation devices come in various sizeqataling on the bone that requires treatment, ansdistoof either long rods, commonly
referred to as nails, or plates that are attachtrdthe use of screws. A nail is inserted into tiedullary canal of a fractured long bone of the
human arms and legs, e.g., humerus, femur and Alixnatively, a plate is attached by screwsrt@eea such as a broken wrist, hip or foot.
Examples of our internal fixation devices include:

e The Centronaif Titanium Nailing System is designed to stabilizectures in the femur, tibia, supracondylar and humdts
main advantages are, it is made of titanium, off@ggroved mechanical distal targeting and instrutagon and has a design that
requires significantly less inventol

e The Centronaif Ankle Compression Nail from Orthofix is an arthrs@enailing system designed to improve upon thieilittg
simplicity, and flexibility of current hindfoot niai This product was released in the US marke0dit22

e The VeroNaiP marks Orthofix’s entry into the intramedullary hipiling market. Designed for use in hip fractuieprovides a
minimally-invasive screw and nail design intendeddduce surgical trauma and allow patients torbegilking again shortly
after the operation. It uses a dual screw confifumahat we believe provides more stability thaevious single screw desigr

e The Contours LPS™ (Lapidus Plating System) solfthé U.S. is intended for the correction of motketa severe forefoot hallus
valgus (HV), accompanying bunions and associats@lnility. The Lapidus Plating System consistslafes, screws and
instrumentation. The anatomical plates are lowifaotitanium, (left and right) designed specifigdbr 1st metatarsocuneiform
joint arthrodesis allowing compression across thi jachieved through a de-shaped hole and compression screws. Lapidus
System screws are titanium, low-profile and sgtfsiag, and include locking, non-locking, and bobenpression screws in a
variety of lengths

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,disas conditions resulting from a previous
trauma. An example of a product offered in thisadsethe Eight-Plate Guided Growth System

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 lifertlthat experienced by previous generations. Tieattwptions 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 toesidthe needs of spine patients. Our producterlyraddress the cervical fusion
segment as well as the lumbar fusion segment, wkittie largest sub-segment of the spine market.

We offer a wide array of spinal repair productsdudaering surgical procedures intended to treatreetyaof spine conditions. Many of
these surgeries are fusion procedures in the @tioracic and lumbar spine that utilize metakgs, rods and screws, interbody spacers,
Human Cell, Tissues and Cellular and Tissue-Baseduets, or HCT/P, as well as vertebral body regiaent devices to promote bone
growth.

Spinal Repair Solutions

The human spine is made up of 33 interlocking \eee that protect the spinal cord and provide siratsupport for the body. The t
seven vertebrae make up the cervical spine, wiaelstthe weight of the skull and provides the Isirggnge 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 bergdnovement
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 toL
fibrous exterior, called the annulus, which surmaia soft core called the nucleus. Excess pressgef@;mities, injury or disease can lead to a
variety of conditions affecting the vertebrae amtsl that may ultimately require medical interventin order to relieve patient pain and
restore stability in the spine.
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Spinal fusion is the permanent union of two or margebrae to immobilize and stabilize the affeqiedion of the spine. Most fusion
surgeries involve the placement of a bone graftrben 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 procelsesa@ implants typically consist of some
combination of rods, screws and plates that arggyded to remain in the patient even after the fusias occurred.

Most fusion procedures performed on the lumbar afd¢he spine are done from the posterior, or batlle the majority of cervical
fusions are performed from the anterior, or frafithe body. However, the growing use of interbddyices specially designed for an ante
approach has resulted in the increasing use tipiaph for many lumbar surgeries. Interbody devaressmall hollow implants typically
made of bone, metal or a thermoplastic compourldd¢&olyetheretherketones (“PEEK”) that are pldoetiveen the affected vertebrae to
restore the space lost by the degenerated dischdlleav spaces within these interbody devices ypecally packed with some form of bone
grafting material designed to accelerate the foionaif new bone around the graft, which ultimatedgults in the desired fusion.

We provide a wide array of implants designed fa pismarily in cervical, thoracic and lumbar fusgurgeries. These implants are made
of metal, bone, or PEEK. The majority of implantfeced by our products are made of titanium méthis includes the 3°™, Reliafiaind
Hallmark® cervical plates. Additionally, the Spinal FixatiBgstem (“SFS”), the FirebirfdiSpinal Fixation Systems, the PhoefiMinimally
Invasive Spinal Fixation System, the Asceahd Ascenf LE POCT Systems are sets of rods, crossbars aedsthat are implanted during
posterior fusion procedures. The Firebird ™ Modalad pre-assembled Spinal Fixation System are miegitp be used in either open or
minimally-invasive posterior lumbar fusion proceesiwith our product ProVieRMAP System. We also offer specialty plates thatuses in
less common procedures, and as such, are not nctumef by many device makers. These specialtygiatdude the NewbridgeLaminoplasty
Fixation System that is designed to expand theearvertebrae and relieve pressure on the sparallcas well as the Unifyplate, which is
used in anterior lumbar fusion procedures.

We also offer a variety of devices made of PEEK|uding vertebral body replacements and interbaalyics. Vertebral body
replacements are designed to replace a patierd=ngeated or deformed vertebrae, whereas intertbedges, or cages, are designed to
replace a damaged disc, restoring the space thdiden lost between two vertebrae.

Product Development

Our research and development departments are @bfmfor new product development. We work regylavith certain institutions
referred to below as well as with physicians arebotonsultants on the long-term scientific plagramd evolution of our research and
development efforts. These efforts are performegtitordance with best practices on interactions héalthcare professionals as set forth
example, in the AdvaMed Code of Ethics (“AdvaMedl€Y and the Eucomed Code of Business Practicasc@ied Code”). Our primary
research and development facilities are locatédeiona, Italy and Lewisville, Texas.

We maintain interactive relationships with spine anthopedic centers in the U.S., Europe, and SawthCentral America, including
research and clinical organizations such as the Nfi&-Orthopedic Research and Education Foundatidrthe Texas Scottish Rite Hospital
for Children. Several of the products that we mahexe been developed through these collaboratiprasidition, we regularly receive
suggestions for new products from the scientifid aredical community, some of which result in Orth@hntering into assignment or license
agreements with physicians and third parties. \We edceive a substantial number of requests foptbeuction of customized items, some of
which have resulted in new products. We believepalicy of accommodating such requests enhanceseputation in the medical
community.

In 2014, 2013 and 2012 we incurred $25.0 millia26.8 million and $28.6 million, respectively, obearch and development expense.

Patents, Trade Secrets, Assignments and Licenses

We rely on a combination of patents, trade secastsignment and license agreements as well asiacloglire agreements to protect
our proprietary intellectual property. We own nuowes U.S. and foreign patents and have numerousmepdtent applications and license
rights under patents held by third parties. Oumgary products are patented in major markets in wtihiey are sold. There can be no assul
that pending patent applications will result iruisg patents, that patents issued or assignedlicensed by 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 requisigaenents to or licensing by us for the
conduct of our business. We rely on confidentiadityeements with key employees, consultants aret pturties to protect, in part, trade
secrets and other proprietary technology.
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We obtain assignments or licenses of varying damatfor certain of our products from third partiéée typically acquire rights under
such assignments or licenses in exchange for lumpgayments or arrangements under which we payettidensor a percentage of sales.
However, while assignments or licenses to us gélpen irrevocable, there is no assurance thaela@rangements will continue to be made
available to us on terms that are acceptable torus, all. The terms of our license and assignragreements vary in length from a specified
number of years to the life of product patentshereéconomic life of the product. These agreemesneglly 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, whiechranded thintegrity Advantage ™Program, which is overseen by our Chief
Compliance Officer throughout our Company. It iadamental policy of our Company to conduct busine 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€uidelines for effective organizational
compliance and ethics programs and to prevent atetdviolations of applicable federal, state arul laws. Key elements of thategrity
Advantage™Program include:

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

e Written standards and procedures, including a GatpaCode of Business Condu

e Methods for communicating compliance concernsuigicly anonymous reporting mechanisi

e Investigation and remediation measures to ensamgrresponse to reported matters and timely civesaction;
e Compliance education and training for employeesamdracted business associa

e Auditing and monitoring controls to promote comptia with applicable laws and assess program effauiss

e Disciplinary guidelines to enforce compliance addrass violations

e Exclusion lists screening of employees, and cotéthbusiness associates; i

e Risk assessments to identify areas of regulatamyptiance risk

For information regarding the Company’s currenieevof allegations of potential improper paymemtgalving the Company’s Brazil-
based subsidiary, see Part I, Item 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 Adtrgdemented and enforced by the FDA. The regulatibiat cover our products and
facilities vary widely from country to country. Tlaenount of time required to obtain approvals oa@daces from regulatory authorities also
differs from country to country.

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 (“PNLASr some other approval from the FDA.
The FDA classifies medical devices into one of¢hekasses. Devices deemed to pose low risk aregbiacclass 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 deviceracess 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-sustaitifiegsupporting or implantable devices, or
devices deemed not substantially equivalent teesipusly cleared 510(k) device, are placed in classequiring approval of a PMA.

Manufacturers of most class Il medical devicesrageiired to obtain 510(k) clearance prior to manigetheir 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 charatitrito another legally marketed 510(k)-clearestirate device.” By regulation, the
FDA is required to clear or deny a 510(k) premariatfication within 90 days of submission of thgpéication. As a practical matter,
clearance may take longer. The FDA may requirdérrinformation, including clinical data, to
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make a determination regarding substantial equinaeAfter a device receives 510(k) clearance,maaglification that could significantly
affect its safety or effectiveness, or that wouwdstitute a major change in its intended use, requa new 510(k) clearance or could require a
PMA approval. With certain exceptions, most of ptrducts are subject to the 510(k) clearance psoc&s January 27, 2010, the FDA
requested comments on actions that the FDA’s Cénitédevices and Radiological Health (“CDRH”) caonsider taking to strengthen the
510(k) review process conducted by the CDRH. Inus1@010, the FDA published a series of recommertadges to the 510(k) review
process.

Class Il medical devices are required to undengoRMA approval process in which the manufactunestrestablish the safety and
effectiveness of the device to the FDA's satisfattiA PMA application must provide extensive pneicial 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 approvalifitihe device. In addition, the FDA will typicalgonduct a preapproval inspection of the
manufacturing facility to ensure compliance witrality 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. Ourregeive bone growth stimulation
products are classified as Class Il 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 Evolutiorf? and
Trinity ELITE ®which are allogeneic, cancellous bone matricesatoimy viable stem cells. We believe these alldgrafe properly classifie
under FDA's Human Cell, Tissues and Cellular arsbie-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 Serviceakd C.F.R. Part 1271. Biologics also
distributes certain surgical implant products knasr'allograft” products that are derived from huntigsues 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 théyTErolution®, Trinity ELITE ®and allograft products will continue to meet apaite
regulatory requirements or that those requiremwiitsiot 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 tissue orelsare from time to time subject to recall for @eradministrative or safety reasons and
we may be affected by one or more such recallsaFt@scription of these risks, see Item 1A Riskdrac

The medical devices we develop, manufacture, bigei and 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 markemerous regulatory requirements continue
to apply. Those regulatory requirements includedpct listing and establishment registration; Quaiystem 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 FDAhsitions against the promotion of
products for uncleared, unapproved or off-labesusmendications; clearance of product modificasitimat could significantly affect safety or
efficacy or that would constitute a major changetended use of one of our cleared devices; agbpiproduct modifications that affect the
safety or effectiveness of one of our PMA approgtedices; Medical Device Reporting regulations, Wwhiequire that manufacturers report to
FDA if their device may have caused or contributed death or serious injury, or has malfunctioimeal way that would likely cause or
contribute to a death or serious injury if the matfftion of the device or a similar device weredour; postapproval restrictions or conditior
including post-approval study commitments; postikatsurveillance regulations, which apply when sseey to protect the public health or
to provide additional safety and effectiveness @atéhe device; the FDA'’s recall authority, wheyabcan ask, or under certain conditions
order, device manufacturers to recall from the rebgkproduct 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 subjeantiounced and unannounced inspections by the Blatermine 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; unanéitep expenditures to address or defend such
actions; delays in clearing or approving, or reftisalear or approve, our products; withdrawasospension of approval of our products or
those of our third-party suppliers by the FDA dnextregulatory bodies;
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product recall or seizure; interruption of prodantioperating restrictions; injunctions; and criadiprosecution. In June 2011, the FDA
preannounced an inspection to close out the Mabo® RVarning Letter issued to Blackstone Medicat,,land to determine compliance to
Orthofix’s Quality System Requirements as well@str Tissue Distribution program. At the closdha inspection, Orthofix received one
Quality System observation on a form 483 howeverRDA inspector concluded that all the correctivtoms pertinent to the warning letter
were adequately completed. When the FDA conclutgsan inspection is “closed” under 21 C.F.R. 2qd43), it will release a copy of the
Establishment Inspection Report (“EIRY the inspected establishment. Orthofix receitedIR for the June 2011 inspection in August 2
indicating that this inspection was closed. Theexiive action associated with the one observaiiothe 483 was fully corrected by Orthofix
and verified by the FDA in January 2012 during atiree inspection of the Lewisville facility. At tr@monclusion of the January inspection the
FDA issued a 483 due to minor deficiencies withim guality systems. The Company replied with a f@rmesponse, and after reviewing the
evidence the FDA determined our corrective actibegaiate and the audit was closed. In additiongalttimestic FDA inspections, all
manufacturing facilities of the Company are subjecnnual Notified Body inspections. No major fimgs have been received and
certification has been granted or maintained. Th& Blso has the authority to request repair, regstaent or refund of the cost of any medical
device manufactured or distributed by us. Any aiséhactions could have a material adverse effeouiodevelopment of new laboratory
tests, business strategy, financial condition,ltesaf operations or cash flows.

Moreover, governmental authorities outside the Ha&ve become increasingly stringent in their retiptaof medical devices, and our
products may become subject to more rigorous réigaléy non-U.S. governmental authorities in theeifa. 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 tatrol of medical devices through European MedaVice 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 Uriibis 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 networkisdfarty payors may deny reimbursement if theyedatne that a device provided to a
patient or used in a procedure does not meet atydiqgpayment criteria or if the policyholder’'s hbaare insurance benefits are limited. Also,
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 competibidding program. The initial implementation wesninated shortly after it began in
2008 and the Centers for Medicare and MedicaidiGes“CMS”) began the rebid process in 2009 (“RbdrRebid”) with implementation
of the rebid round occurring on January 1, 201yni&t rates for certain DMEPOS items included snfound 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 avelasiéd in Round 2 of the program, yet final dexisiconcerning which products will be
affected have not been announced. The Company®s txawth stimulation products are exempt from tospetitive bidding process.

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

Our sales and marketing practices are also sutgjechumber of U.S. laws regulating healthcaredrand abuse such as the federal
Anti-Kickback Statute and the federal Physiciarf-Referral Law (known as the “Stark Law”), the Cikalse 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 Gelngithin 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;jt@m or service reimbursed by a federal
healthcare program, (including Medicare and MedigdR) require that claims for payment submittedetderal healthcare programs be
truthful; (3) prohibit the transmission of protettieealthcare information to persons not authortpagceive that information; and (4) require
the maintenance of certain government licensegpanuits.

In addition, U.S. federal and state laws proteetdbnfidentiality of certain health information,particular individually identifiable
information such as medical records and restrietutbe and disclosure of that protected informat#idrihe federal level,
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the Department of Health and Human Services proatefghealth information privacy and security ruieder HIPAA. These rules protect
health information by regulating its use and disate, including for research and other purposeakireaf a HIPAA “covered entity” to
comply with HIPAA regarding such “protected heahformation” could constitute a violation of fedélaw, subject to civil and criminal
penalties. Covered entities include healthcareigess (including those that sell devices or equipththat engage in particular electronic
transactions, including, as we do, the transmissfariaims to health plans. Consequently, healfbrmation that we access, collect, analyze,
and otherwise use and/or disclose includes pratdetalth information that is subject to HIPAA. Asted above, many state laws also pertain
to the confidentiality of health information. Sulelws are not necessarily preempted by HIPAA inipaldr those state laws that afford gre
privacy protection to the individual than HIPAA. @$e state laws typically have their own penaltyisions, which could be applied in the
event of an unlawful action affecting health infation.

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

The final rule, which implements Section 6002 af &ifordable Care Act, also makes information pelglavailable about physician
(or immediate family members of a physician) owhgr®r investment interests in applicable manufegsiand group purchasing
organizations (“GPOs").

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

Sales, Marketing and Distribution
General Trends

We believe that demographic trends, principallthia form of a better informed, more active and ggiopulation in the major
healthcare markets of the U.S., Western Europelapdn, together with opportunities in emerging re@rkuch as the Asia-Pacific Region
(including China) and Latin America, as well as 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 sdlpsoglucts in four SBUs, BioStim, Biologics, ExtragynFixation, and Spine Fixatiol
which accounted for 38%, 14%, 27%, and 21%, respagt of our total net sales in 2014.

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 market, the U.S., our sales, mangetind distribution network is comprised of seveedés forces addressing different
business units. A hybrid distribution network ofedit sales representatives and independent digiribaddresses the BioStim SBU for
regenerative stimulation products. Primarily areipeindent distribution network supplemented by sdimet sales representatives addresses
the Biologics SBU. A hybrid distribution network bbth direct sales representatives and distribiddsesses the Extremity Fixation SBU.
Primarily an independent distribution network addes the Spine Fixation SBU.

Outside the U.S., we employ both direct sales sspratives and distributors within our internaticsses subsidiaries. We also utilize
independent distributors in Europe, the Far EhstMiddle East and Central and South America imtaes where we do
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not have subsidiaries. In order to provide supfmdur independent distribution network, we hayg@up of sales and marketing specialists
who regularly visit independent distributors toade training and product support.

Marketing and Product Educatic

We seek to market our products principally to mabjrofessionals, hospitals, government health gigerand organizations that
contract on a large scale.

We support our sales force through specializeditrgiworkshops in which surgeons and sales spstiglarticipate. We also produce
marketing and training materials, including materi@utlining surgical procedures, for our customsades force and distributors in a variety
of languages using printed, video and multimedranfts.

To provide additional advanced training for surggaonsistent with the AdvaMed Code and the Euco@utke guidelines, we
organize regular multilingual teaching seminarminitiple locations. Those places include our fagii Verona, Italy, various locations in
Latin America and the Orthofix Institute for ResggrTraining and Education in the North Americare@pions and Training Center in
Lewisville, Texas. The Orthofix Institute is a gaif the art facility that features a lecture romtassroom, workshop and a 7-station bioskills
laboratory. In 2014, surgeons from around the wattdnded these product education seminars, whathided a variety of lectures from
specialists as well as demonstrations and handgsokshops. Each year many of our sales represeasadind distributors independently
conduct basic product training and education cautséocal surgeons. We also regularly providessatining at our training center in
Lewisville, Texas, with our sales representativethe field and in regional locations throughowt ttorld. Additionally, we have
implemented a web-based sales training progranthwiriovides ongoing education for our sales repitasiges.

Competition

Our regenerative stimulation products, which am piour Biologics and BioStim SBU'’s, compete mipally 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 Woodlands, a private equity firm. Ounapimplant, HCT/P products, and Trinity Evoluti®and Trinity ELITE®, HCT/Ps from
which we derive marketing fees, compete with prdslntarketed by Medtronic, Inc.; DePuy Synthesvésitin of Johnson and Johnson;
Stryker Corp.; Zimmer, Inc.; NuVasive, Inc.; Bion&pine; and various smaller public and private canigs. For external and internal
fixation devices, our principal competitors includePuy Synthes; Zimmer, Inc.; Stryker Corp.; SnéitNephew plc; and Biomet
Orthopedics, a business unit of Biomet, Inc.

We believe we enhance our competitive positiondmy$ing on product features such as innovatiore ebsse, versatility, cost and
patient acceptability. We attempt to avoid compebased solely on price. Overall cost and mediativeness, 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 ackbpa our stimulation and orthopedic products, afztontract the manufacture of a
substantial portion of the component parts. Wegtteand develop our spinal implant and AlloqueaAtiograft HCT/Ps and subcontract the
manufacture of a significant portion of the parisl snstruments. Through subcontracting a portioawfmanufacturing, we attempt to
maintain operating flexibility in meeting demandileifocusing our resources on product developmeghication and marketing as well as
quality assurance standards. Although certain okey raw materials are obtained from a single s®wwve believe alternate sources for these
materials are available. Further, we believe amaat inventory supply is maintained to avoid peidlow interruptions. We have not
experienced difficulty in obtaining the materiakcessary to meet our production schedules.

Trinity Evolution®and Trinity ELITE®, HCT/Ps for which we have exclusive marketing tsglare allograft tissue forms that are
supplied to customers by MTF in accordance witlesdeceived directly from us. MTF sources, proegessd packages the tissue forms and
is the sole supplier of Trinity Evolutidhand Trinity ELITE®to our customers.

Our products are currently manufactured and assmhiblthe U.S., Italy, and the United Kingdom. Widwve our plants comply in all
material respects with the requirements of the FIDA all relevant regulatory authorities outsideth®. For a description of the laws to
which we are subject, see Item 1—Business—Corp@atepliance and Government Regulation. We actiwayitor each of our
subcontractors in order to maintain manufacturing @uality standards and product specification conity.
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Our business is generally not seasonal in natureieder, 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 expemds in the amount of $18.5 million, $29.7 milliand $28.8 million in 2014, 2013
and 2012, respectively, principally for computeftware and hardware, patents, licenses, plant gagbment, tooling and molds and product
instrument sets. In 2014 and 2013, the most sigamfi capital expenditure was $5.4 million and $X#ilion, respectively, related to
instrumentation and tooling. We plan to invest agpnately $20 to $25 million in capital expenditsrduring 2015 to support the planned
expansion of our business and our infrastructuteiive, which we call “Bluecore.” See Part lleih 7. “Management’s Discussion and
Analysis of Financial Condition and Results of Ggtiems”for additional information on Bluecore. We exptwse capital expenditures to
financed principally with cash generated from ofiers.

Employees

At December 31, 2014, we had 922 employees worlelwid these, 622 were employed in the U.S. andngfi@ employed at other
non-U.S. locations. Our relations with our Italemployees, who numbered 162 at December 31, 204 4oxerned by the provisions of a
National Collective Labor Agreement setting fortmdatory minimum standards for labor relationdhhetal mechanic workers indust
We are not a party to any other collective bargajrigreement. We believe we have good relatiorts avit employees. Of our 922
employees, 384 were employed in sales and markktimgions, 208 in general and administrative roR0 in production and operations and
110 in research and development.

Iltem 1A. Risk Factors

In addition to the other information contained Irig report and the exhibits hereto, you should ftdhg consider the risks described
below. These risks are not the only ones that wefate. Additional risks not presently known t@mughat we currently consider immaterial
may also impair our business operations. This reptso contains forward-looking statements thabiwe risks and uncertainties. Our actual
results could differ materially from those anticipd in these forward-looking statements as a resfutertain factors, including the risks
faced by us described below or elsewhere in thpente

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 ounageement report annually on the effectivenessefltbmpany’s internal control over
financial reporting and our disclosure controls panacedures. Among other things, our management comsluct an assessment of the
Company’s internal control over financial reportiagallow management to report on, and our indepenikgistered public accounting firm
to audit, the effectiveness of the Company’s irdéoontrol over financial reporting, as required3sction 404 of the Sarban@sdey Act. As
disclosed in Part Il, Item 9A, “Controls and Progeat” of this report, our management, with theipgodtion of our current President and
Chief Executive Officer and our Chief Financial ioffr, has determined that we have material weaksaasthe Company’s internal control
over financial reporting as of December 31, 2014teel to revenue recognition practices for saldhécCompany’s distributors, accounts
receivable reserves, inventory reserves, foreipsigiary oversight and manual journal entry conpralcedures. Some of these material
weaknesses resulted in material misstatementsripreuiously filed annual audited and interim uniéei consolidated financial statements,
which caused us to file multi-year restatementsistorical financial statements in each of March£2@nd March 2015.

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 misstaternéotir annual or interim consolidated financiatements will not be prevented or detected
on a timely basis. We are actively engaged in adgmed and implementing a remediation plan desigoeatidress 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 statesndiitese 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 confidenaauinreported financial information, leading to &lilee in our stock price.
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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 wiluthe developed, when it will be fully implemented the aggregate cost of implementation.
Until our remediation plan is fully implemented,rananagement will continue to devote significanteiand attention to these efforts. If we
do not complete our remediation in a timely fashimnat all, or if our remediation plan is inadetgyahere will continue to be an increased
risk that we will be unable to timely file futurepodic reports with the SEC and that our futuresatidated financial statements could
contain errors that will be undetected. Further ematinued determinations that there are matergakmesses in the effectiveness of the
Company’s internal control over financial reporticauld 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 wgghliaable requirements. For more
information relating to the Company’s internal qohbver financial reporting (and disclosure cotgrand procedures) and the remediation
plan undertaken by us, see Part Il, Item 9A, “Calstand Procedures.”

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

We did not file our Quarterly Reports on Form 1@eQthe fiscal quarters ended June 30, 2013, Sdes0, 2013, June 30, 2014 and
September 30, 2014, respectively, or this Form 10@+khin the time frame required by SEC rules. Bessawe have not remained current in
our reporting requirements with the SEC, we arétdichin our ability to access the public marketsaise debt or equity capital. Our limited
ability to access the public markets could prewentrom pursuing transactions or implementing bessrstrategies that we might otherwise
believe are beneficial to our business. Even ifwantain timely compliance with our SEC reportifgigations prospectively, until one year
from the date of the filing of this Form 10-K, wélivbe ineligible to use shorter and less costling forms, such as Form S-3, to register our
securities for sale. We may use Form S-1 to regsssale of our stock to raise capital or compéetguisitions, but doing so would likely
increase transaction costs and adversely impacihility to raise capital or complete acquisitiaristher 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.

As a result of the accounting review that led tofiling of a multi-year restatement of historical financial stateméntdarch 2014, wi
were late in the filing of our Quarterly Reportsieorm 10-Q for the fiscal quarters ended June B032and September 30, 2013, which
caused us to be out of compliance with the ruleb®Nasdaq Stock Market LLC (“Nasdaqg”) and subfedtaving our stock delisted from
trading on Nasdag. In connection with our completié that restatement in March 2014, a Nasdaq HgarfPanel determined on April 1,
2014 that we had regained compliance with Nasdaiisg rules. However, as a result of our furteealuation of certain accounting matters,
and ultimate determination in August 2014 that vweeild further restate historical financial statensgthich restatement was completed in
March 2015), our Quarterly Reports on FormQ@er the fiscal quarters ended June 30, 2014 apdetber 30, 2014, respectively, as we
this Form 10-K, also became late. Under NASDA@suthis resulted in us receiving a delisting deteation letter and participating in a
NASDAQ Hearings Panel process. Pursuant to tloatgss, the Hearings Panel granted our requeshfextansion through March 31, 20
to file these two Quarterly Reports on Form 10-@ through April 30, 2015 to file this Form 10-K.

As of the date hereof, we have now filed each e$¢hreports within the applicable extension perdsided by the Hearings Panel,
and we therefore believe that we currently agamplg with Nasdaq’s listing rules. However, thera ¢t& no assurance that the Nasdaq
Hearings Panel will determine that we are in coamle, or that such panel will not otherwise deteento delist our common stock or put

restrictions on the ability of our common stockéamain listed prospectively. In additidiie Company currently is preparing its
Quarterly Report on Form 10-Q for the fiscal quaeteded March 31, 2015, and currently expects tkensach filing
with the SEC no later than May 16, 2015 (the due @& such filing in the event that the Compangkserelief
pursuant to SEC Rule 12b-25). However, in the etreat the Company is not able to file this regyrtsuch date (or
any future SEC period report by its applicable dat), it would constitute an additional delinquendth Nasdaq's
listing rules, thereby requiring the Company tokskeether relief from the Hearings Panel to avoalisting.

If our common stock were delisted, there could bassurance whether or when it would again bedliifsietrading on Nasdaqg or any
other exchange. Further, the market price of oareshmight decline and become more volatile, amalareholders may find that their abi
to trade in our stock would be adversely affeckedthermore, institutions whose charters do nawathem to hold securities in unlisted
companies might sell our shares, which could hafugther adverse effect on the price of our stock.
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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 prosecutia and/or exclusion from federal healthcare programs

On June 6, 2012, in connection with our settlenoéat U.S. government investigation and relatedtgun complaint related to our
regenerative stimulation business, and our setti¢imiea U.S. government investigation and relataid@m complaint related to Blackstone
Medical, Inc. (“Blackstone”), we entered into adiyear corporate integrity agreement (the “CIA"}iwthe Office of Inspector General of the
Department of Health and Human Services (“HHS-OIGHe CIA acknowledges the existence of our curcentpliance program, and
requires that we continue to maintain during thientef the CIA a compliance program designed to mrentompliance 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 @uitee, and a Code of Conduct. ~
CIA requires that we conduct certain additional ptance-related activities during the term of tHé& Gncluding various training and
monitoring procedures, and maintaining a disciplinaocess for compliance obligations. PursuarihéoCIA, 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 engageduddiant activities; (ii) any other matter that asenable person would consider a
probable violation of applicable criminal, civilf administrative laws related to compliance wittideal healthcare programs or FDA
requirements; and (iii) any change in locatione salosing, 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 doaquraed record retention mandates. The
CIA provides that in the event of an uncured matdmieach of the CIA, we could be excluded frontipguation in federal healthcare
programs and/or subject to prosecution and suljeather monetary penalties, each of which coulceteamaterial adverse effect on our
business, financial condition, results of operationcash flows.

In connection with this settlement and the guilligpof our subsidiary, Orthofix Inc., to one felotgunt of obstruction of a federal
audit (18 U.S.C. 81516), the court imposed a fieasyterm of probation on Orthofix Inc., with spécanditions that mandate certain non-
disparagement obligations and order Orthofix Inadntinue complying with the terms of the CIA thgh the expiration of its term. In the
event that we fail to satisfy these terms of pramatwe could be subject to additional criminal @kies or prosecution, which could have a
material adverse effect on our business, finarzabition, results of operations and cash flows.

On July 10, 2012, we entered into definitive agreets with the U.S. Department of Justice (“DOJ) dme 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 enteirgd 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 remadéasures, including the implementation of an ecddiwompliance program, previously
undertaken by us. The DPA and the Consent collelgtiequire, among other things, that with respeenti-bribery compliance matters we
shall continue to cooperate fully with the govermtn@ any future matters related to corrupt payrmgefatise books and records or inadequate
internal controls. In that regard, we have represkthat we have implemented and will continueriplement a compliance and ethics
program designed to prevent and detect violatidiieoFCPA and other applicable anti-corruptiondawW/e will periodically report to the
government during the term of the DPA regardinghseenediation and implementation of compliance messs As part of the settlement, we
also agreed pursuant to the Consent to certaintieg@bligations to the SEC regarding the stafusur remediation and implementation of
compliance measures. In the event that we faibtoply with these obligations, we could be subjeatriminal prosecution by the DOJ for
FCPA-related matters we self-reported. Such a oahprosecution could subject us to penalties¢batd have a material adverse effect our
business, financial condition, results of operationcash 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 da&it. The Company engaged outside counsel to asstst review of these matters, focusing
on compliance with applicable anti-bribery lawssliding the FCPA. This review remains ongoing. H@PA and related provisions of law
provide for potential criminal and civil sanctiocimsconnection with anti-bribery violations, includj criminal fines, civil penalties,
disgorgement of past profits and other kinds ofadi@s. We currently cannot reasonably estimatessilple loss, or range of loss, in
connection with this review. In the event that slags is substantial, it could have a material aslveffect on our business, financial
condition, results of operations or cash flows.

Consistent with the provisions of the DPA and tlom$znt described above, the Company contacted@dealdd the SEC in August
2013 to voluntarily self-report the Brazil-relateliegations, and the Company and its counsel remaiontact with both agencies regarding
the status of the review. In the event that the B@JIthe SEC find that the matters related to oariBan
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subsidiary could give rise to a review of our oltigns under the terms of the DPA and/or the Cansencurrently 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. In the event such a review were to o@ny Josses resulting therefrom, if substantial I¢twave a material adverse effect our
business, financial condition, results of operationcash flows.

The SEC Enforcement Staff's investigation and a peting securities class action complaint have resuliiein significant costs and
expenses, have diverted resources and could havenaterial adverse effect on our business, financiglondition, results of operations ol
cash flows.

As further described in Part I, Item 3, “Legal Rredings” of this Form 10-K, in July 2013, the Au@idmmittee (the “Audit
Committee”) of the Board of Directors of the Compdnegan conducting an independent review, withesistance of outside professionals,
of certain accounting matters. This review resuited March 2014 completed multi-year restateméwiuo historical consolidated financial
statements. In March 2015, we completed a furidti-year restatement of historical consolidateaiicial statements.

We initiated contact with the staff of the DivisiohEnforcement of the SEC (the “SEC Enforcemeaff3tin July 2013 to advise the
of the initiation of the Audit Committee’s reviemd@the then-potential restatement of our annuaitedidnd interim unaudited consolidated
financial statements. The SEC is conducting a foimestigation of these matters, and both the Camymand the Audit Committee are
cooperating fully with the SEC. Since our initi@intact, we have received requests from the SE@douments and other information
concerning various accounting practices, internatrols and business practices, and it is antiegbitat we may receive additional such
requests in the future. We have further provideiiteaoncerning these matters to HHS-OIG pursumott CIA with HHS-OIG, which is
described in more detail in Part I, Item 3, “LeBabceedings.”

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. The laadiffl s complaint, as amended, purp
to bring claims on behalf of persons who purchaeedCompany’s common stock between March 2, 208iQlaty 29, 2013. The complaint
asserts that the Company and four of its formecatkee officers, Alan W. Milinazzo, Robert S. VateBrian McCollum, and Emily V.
Buxton (collectively, the “Individual Defendantsi)iolated Section 10(b) of the Securities Exchafgeof 1934, as amended (the “Exchange
Act”), and Securities and Exchange Commission R0le-5 (“Rule 10b-5") by making false or misleadstgtements in or relating to the
Company’s financial statements. The complaint erdisserts that the Individual Defendants werddiab control persons under Section 20
(a) of the Exchange Act for any violation by then@many of Section 10(b) of the Exchange Act or Rulb-5. As relief, the complaint
requests compensatory damages on behalf of thegedclass and lead plaintiff’s attorneys’ fees ergts. On March 6, 2015, the court
granted the defendants’ motion to dismiss as toNilinazzo and denied it with respect to the Compand the other Individual Defendants.

We have incurred and/or expect to incur signifiganafessional fees and other costs in respondintige GEC investigation and in
defending against the class action complaint. Ide@eot prevail in the pending complaint or anyeotlitigation, we may be required to pay a
significant amount of monetary damages that maiy lexcess of our insurance coverage. FurthergifSEC were to conclude that
enforcement action is appropriate, or if HHS-OlGevi® conclude that we violated the CIA, we coudrbquired to pay large civil penalties
and fines. The SEC also could impose other sarstigainst us or certain of our current and fornirerctbrs and officers. Any of these eve
could have a material adverse effect on our busjrfemncial condition, results of operations osltflows. Additionally, while we believe we
have made appropriate judgments in determiningth@s and correct adjustments in preparing odates consolidated financial statements,
the SEC may disagree with the manner in which we lz@counted for and reported these adjustmentordingly, there is a risk that we
may have to further restate our historical conséd financial statements, amend prior filings vifith SEC or take other actions not currently
contemplated. In addition, our Board of Directongnagement and employees may expend a substantah&of time on the SEC
investigation and the pending class action compldimerting resources and attention that woulceotlise be directed toward our operations
and implementation of our business strategy, alllath could materially adversely affect our busmdinancial condition, results of
operations or cash flows.

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

The matters that led to the SEC investigation &edctass action complaint described above haveexisosed us to greater risks
associated with litigation, regulatory proceediagsl government enforcement actions. We and cuarehformer members of our senior
management may in the future be subject to additilitigation or governmental proceedings relatioguch matters. Subject to certain
limitations, we are obligated to indemnify our @nt and former officers and directors in connectidgth any such lawsuits or governmental
proceedings and related litigation or settlemenbvamis. Regardless of the outcome, these lawsuitaan
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other litigation or governmental proceedings thayrbe brought against us or our current or fornfigcers and directors, could be time-
consuming, result in significant expense and ditrertattention and resources of our managementditued key employees. An unfavorable
outcome in any of these matters could exceed cgegueovided under potentially applicable insurapakcies. Any such unfavorable
outcome could have a material adverse effect orosiness, financial condition, results of operaicr cash flows. Further, we could be
required to pay damages or additional penaltidsage other remedies imposed against us, or ouveruor former directors or officers, which
could harm our reputation, business, financial dtorg results of operations 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 oggBEC investigation, the securities
class action complaint and our recent non-compdiamith Nasdaq listing rules, we have been the stibjfenegative publicity. This negative
publicity may adversely affect our stock price amaly harm our reputation and our relationships witirent and future investors, lenders,
customers, suppliers and employees. As a resulbuginess, financial condition, results of openagior cash flows may be materially
adversely affected.

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 fedeiktate governments impact our business. Healttiard and abuse laws potenti
applicable to our operations include:

e the federal Health Care Programs Anti-Kickbackv].evhich constrains our marketing practices, edanat programs, pricing
and discounting policies, and relationships withltheare practitioners and providers, by prohilgitiamong other things,
soliciting, receiving, offering or paying remuneoat in exchange for or to induce the purchaseecommendation of an item or
service reimbursable under a federal healthcargrano (such as the Medicare or Medicaid progra

e federal false claims laws, which prohibit, amather things, knowingly presenting, or causing egpbesented, claims for
payment from Medicare, Medicaid, or other fedemtlegnment payors that are false or fraudulent;

e state laws analogous to each of the above feldaval such as anti-kickback and false claims lthas 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 bgdlation of any such laws, and as
a result we may be subject to penalties, including and criminal penalties, damages, fines, thgailment or restructuring of our operations
or the exclusion from participation in federal tate healthcare programs. Any penalties could agheaffect 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 statthicese program business as a basis to cease dogigess with us. If this were to occur, it
could also have a material adverse effect on osinless and financial position.

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 orfdmependent sales representatives to customersoar tndependent distributors and
purchased by hospitals, doctors and other healitprawviders. These products may be reimburseditgplarty payors, such as government
programs, including Medicare, Medicaid and Tricameprivate insurance plans and healthcare netwiMbgor 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 oaghiolicy 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 policyholder’s healthcare insurance bésefre limited. These policies and criteria mayd@gsed from time-to-time.

Limits put on reimbursement could make it moreidift to buy our products and substantially reduwsgyossibly eliminate, patient
access to our products. In addition, should govermial authorities continue to enact legislatiomaopt regulations that
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affect third-party coverage and reimbursement, sste our products and coverage by private or pudiurers may be reduced with a
consequential material adverse effect on our saldsprofitability.

The Centers for Medicare and Medicaid Services (S8CMin its ongoing implementation of the Medicar@gram, has obtained a
related technical assessment of the medical sttedgture to determine how the literature addrespesl fusion surgery in the Medicare
population. The impact that this information wille on Medicare coverage policy for our productaiisently unknown, but we cannot
provide assurances that the resulting actionsnatlrestrict Medicare coverage for our productss Hlso possible that the governmerftcus
on coverage of off-label uses of devices approwetheé FDA could lead to changes in coverage pdioégarding off-label uses by TriCare,
Medicare and/or Medicaid. There can be no assurdmateve or our distributors will not experiencgrsficant reimbursement problems in 1
future related to these or other proceedings. Glpbaur products are sold in many countries, sashhe United Kingdom, France, and Italy,
which have publicly funded healthcare systems. altikity of hospitals supported by such systemsuaipase our products is dependent, in
part, upon public budgetary constraints. Any insgem such constraints may have a material ade$fset on our sales and collection of
accounts receivable from such sales.

As required by law, CMS has continued efforts tpliement a competitive bidding program for seleatathble 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 arasiser than the Medicare fee schedule amouny oke 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 varyingdiriihere 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 marketudject to rigorous regulation by the FDA and nurosrother federal, state and
foreign governmental authorities. These authorrégsilate the development, approval, classificatiesting, manufacturing, labeling, marketing
and sale of medical devices. Likewise, our usedislosure of certain categories of health inforarmamay be subject to federal and state laws,
implemented and enforced by governmental authstitiat protect health information privacy and sigurFor a description of these regulations,
see Item 1, “Business,” under the subheading “Gowent 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 additionsiscif 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 advers
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 subjeantiounced 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; unanéitep 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 dnastregulatory bodies; product recall or seizungerruption of production; operating
restrictions; injunctions; and criminal prosecutidihe FDA also has the authority to request repaplacement or refund of the cost of any
medical device manufactured or distributed by usy Af the foregoing actions could have a materdakase effect on our development of
new laboratory tests, business strategy, finarwciatiition, results of operations or cash flows.
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The impact of the Affordable Care Act (“ACA”) and other United States healthcare reform legislation oms remains uncertain.

In 2010 federal legislation to reform the Unitedt®ts healthcare system was enacted into law. Theis@ir-reaching and is intended
to expand access to health insurance coveragepwauality and reduce costs over time. The ACAdaded certain CMS demonstration
projects to test the effects of new approachepdging for health services and delivering careluiting bundled payments, value-based
purchasing programs, establishment of accountaivke @arganizations, a focus on patient-centered b@md physician payment reforms that
incentivize the delivery of high quality, resourceascious health care. Several provisions of thé& Agecifically impact the medical
equipment industry, including the elimination oéttull inflation update to the DMEPOS fee schedolethe years 2011 through 2014.
Instead, beginning in 2011, the ACA reduced thiaiitdn update for DMEPOS by a “productivity adjusimt” factor intended to reflect
productivity gains in delivering health care seedcFor 2014, the update factor is 1.0% (reflecirig8% inflation update that is partially
offset by a 0.8% “productivity adjustment”).

The ACA establishes new disclosure requirementggielan Payment Sunshine Act) regarding finanaiedregements between medi
device, pharmaceutical and biologics manufactutesparticipate in U.S. federal health care protgwand physicians and teaching hospitals,
including physicians who serve as consultants.r€berdkeeping requirements were effective as ofustud, 2013. Manufacturers and GPOs
were required to report the data for August throDgleember of 2013 to CMS by June 30, 2014, anditdtaeports were made publicly
available on September 30, 2014. The regulatiegaire us to report annually to CMS certain paymand transfers of value to physicians
and teaching hospitals. Failure to fully and aately disclose transfers of value to physicianstaadhing hospitals could subject us to civil
monetary penalties. Several states also have ehsgéeific marketing and payment disclosure requimgs, 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 reqdditional guidance and specificity to
provided by the Department of Health and Human iSesy Department of Labor and Department of th@Juey. Accordingly, while it is too
early to understand fully and predict the ultimiat@act of the new law on our business, the leg@tatould have a material adverse effect on
our business, cash flows, financial condition @utts of operations.

Our business may be adversely affected if consolitlan in the healthcare industry leads to demand foprice concessions or if a group
purchasing organization or similar entity excludesus from being a supplier.

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 market power. As the healthcare industngalidates, competition to provide
products and services to industry participantsiea®me and may continue to become more intense HElsiresulted and may continue to
result in greater pricing pressures and the exatusf certain suppliers from important markets @mig purchasing organizations (“GPOs"),
independent delivery networks and large single atsocontinue to use their market power to conatdighurchasing decisions. If a GPO v
to exclude us from being one of their suppliers, et sales could be adversely impacted. We expatimarket demand, government
regulation, third-party reimbursement policies andietal pressures will continue to change thedvade healthcare industry, which may
exert further downward pressure on the prices ofpooducts.

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. Marguotcompetitors may be able to develop
products and processes competitive with, or sup&sjmur own. Furthermore, we may not be ableutzessfully 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 chareeetd 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.
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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, Extnity Fixation and Spine Fixation products succegsflepends, in part, on the
acceptance of the products by independent thirdlesaiincluding hospitals, doctors, other healtegamoviders and third-party payors) as well
as patients. Unanticipated side effects or unfaserpublicity concerning any of our products cobfitve an adverse effect on our ability to
maintain hospital approvals or achieve acceptagqadscribing physicians, managed care providedsoéimer 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 medicineitbesss unit, Breg, Inc., to an affiliate of Watere®t Healthcare Partners Il, L.P.
pursuant to a stock purchase agreement betweardusebuyer. Under the stock purchase agreemenawe agreed to indemnify the buyer
with respect to certain specified matters, inclgdii) an ongoing U.S. government investigation eedain ongoing product liability matters
relating to a previously owned infusion pump pradine, and (ii) product liability claims relatirtg pre-closing sales of cold therapy units
and certain post-closing sales of cold therapysufiihese matters are further described under thieesuding “Matters Related to Our Former
Breg Subsidiary and Possible Indemnification Obil@yes” in Part I, Item 3, “Legal Proceeding®Ve currently cannot reasonably estimate
possible loss, or range of loss, in connection witttain of these indemnified matters. In the etleat they are substantial, it could have a
material adverse effect our business, financiatitam, results of operations or cash flows.

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 akdliprotect our current and future technologies prodiucts and to defend our
intellectual property rights. If we fail to protewmtir intellectual property adequately, competitoesy manufacture and market products similar
to, or that compete directly with, ours. Numeroagepts covering our technologies have been issuad, tand we have filed, and expect to
continue to file, patent applications seeking tot@ct newly developed technologies and productsiious countries, including the U.S.
Some patent applications in the U.S. are maintaimeécrecy until the patent is issued. Becausgtibécation of discoveries tends to follow
their actual discovery by several months, we maybeahe first to invent, or file patent applicatsoon any of our discoveries. Patents ma
be issued with respect to any of our patent apjptica and existing or future patents issued tdicensed by, us and may not provide adeq
protection or competitive advantages for our pre¢siueatents that are issued may be challengedidated or circumvented by our
competitors. Furthermore, our patent rights maymmevent our competitors from developing, using@mnmercializing products that are
similar or functionally equivalent to our products.

We also rely on trade secrets, unpatented propyietgertise and continuing technological innovatioat we protect, in part, by
entering into confidentiality agreements with assig, licensees, suppliers, employees and conssiltBinese agreements may be breached
and there may not be adequate remedies in the efarireach. Disputes may arise concerning theeostiip of intellectual property or the
applicability or enforceability of confidentialiggreements. Moreover, our trade secrets and ptaprieechnology may otherwise become
known or be independently developed by our commstitif patents are not issued with respect toppaducts arising from research, we may
not be able to maintain the confidentiality of infation relating to these products. In additiorg gatent 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 infringemenpatents or proprietary rights of third parties. kVay be required to defend against allegations
relating to the infringement of patent or propmigtaghts of third parties. Any such litigation dduamong other things:

e require us to incur substantial expense, even irgesuccessful in the litigatio

e require us to divert significant time and effortafr technical and management persor

e result in the loss of our rights to develop or ma&gain products; ar

e require us to pay substantial monetary damagesyaities in order to license proprietary rightsnfi third parties or to satisfy
judgments or to settle actual or threatened litbge
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Although patent and intellectual property disputéthin the orthopedic medical devices industry haften been settled through
assignments, licensing or similar arrangementgs@ssociated with these arrangements may be stibstnd could include the long-term
payment of royalties. Furthermore, the requiredgassents or licenses may not be made available tnuacceptable terms. Accordingly, an
adverse determination in a judicial or administtafproceeding or a failure to obtain necessarygassents or licenses could prevent us from
manufacturing and selling some products or increaseosts to market these products.

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 adveuddicity associated with, product liability andhet 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 pystantial sums and could have a material advéfset en our financial condition.

In addition to product liability insurance coverage 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 allograftgould expose us to certain risks that could disrupbur business.

Our Biologics business markets tissue under theconames Trinity Evolutiofiand Trinity ELITE®. Trinity Evolution®and Trinity
ELITE ®are derived from human cadaveric donors, and alityaie market the tissues depends on our supphertinuing to have access to
donated human cadaveric tissue, as well as thetemaince of high standards by the supplier in ke@ssing methodology. The supply of
such donors is inherently unpredictable and castiflte over time. We believe that Trinity Evolutiband Trinity ELITE® are properly
classified under the FDA’s HCT/P regulatory paradignd not as a medical device or as a biologiawg.dThere can be no assurance that the
FDA will not at some future date re-classify TrinEvolution®and Trinity ELITE®, and the reclassification of this product fromuanan
tissue to a medical device could have adverse qoesees for us or for the supplier of this produdd make it more difficult or expensive
us to conduct this business by requiring premarlegtrance or approval as well as compliance witliteahal post-market regulatory
requirements. The success of our Trinity Evolufiemd Trinity ELITE® allografts will depend on these products achiewirepd market
acceptance, which can depend on the product aadlgievbad clinical acceptance, the level of thirdypaeimbursement and the introduction
of competing technologies. Because Trinity Evolufi@nd Trinity Elite are classified as HCT/Ps, they am time to time be subject to
recall for safety or administrative reasons.

Our Biologics business also distributes allogradiducts that are derived from human tissue harddsben cadavers that are used for
bone reconstruction or repair, which are surgicafiglanted into the human body. We believe thelgadft products are properly classified
as HCT/P products and not as a medical devicebalagic or drug. There can be no assurance tleaFBA would agree that this regulatory
classification applies to these products and aguylegory reclassification could have adverse couseges for us or for the suppliers of these
products and make it more difficult or expensiveds to conduct this business by requiring premarlearance or approval and compliance
with additional post-market regulatory requiremeMsreover, the supply of these products to usatbel interrupted by the failure of our
suppliers to maintain high standards in perforneguired donor screening and infectious diseasmd¢esf donated human tissue used in
producing allograft implants. Our allograft impldanisiness could also be adversely affected by agestin the supply of donated human
tissue or negative publicity concerning methodeeabvery of tissue and product liability actionsig out of the distribution of allograft
implant products.

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 2014, we continued to make improvement®irenues related to several new products we intextitwthe market over the past
two years, including the CONSTRUXMini PTC™ PEEKTI Composite Spacer System™, Pho@ntk Minimally Invasive Spinal Fixation
System, the Firebirl ™ Deformity Correction System, the FORZAM Spacer System, TL-HEX™ TrueLok Hexapod Systersalaxy
Fixation™ System, Contours LPS™ (Lapidus Platingt&my), Centronaft Ankle Compression Nail, among others. Despite ¢ammqing, the
process of developing and introducing new prod(intduding product enhancements) is inherently ciempand uncertain and involves risks,
including the ability of such new products to dgtisustomer needs, gain broad market acceptanclidimg 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 competingnetogies. If the market opportunities that we expe develop for our products,
including new products, are not as large as weaxgecould adversely affect our ability to growrdusiness.
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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 alternativeyxts, procedures and therapies, and
(ii) train physicians in the proper use and impletagon of our products. We support our sales fawe distributors through specialized
training workshops in which surgeons and salesialigs participate. We also produce marketing mafe 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, conststéth the AdvaMed Code and the Eucomed Code ¢jnile 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, patigry, negative publicity or lawsuits against Usaddition, a failure to educate the medical
community regarding our products may impair outighio achieve market acceptance of our products.

We may be adversely affected by any disruption inur information technology systems, which could advsely affect our cash flows,
operating results and financial condition.

Our operations are dependent upon our informagohrtology systems, which encompass all of our majeimess functions. We rely
upon such information technology systems to mamagereplenish inventory, to fill and ship custorasters on a timely basis, to coordinate
our sales activities across all of our products ser@ices and to coordinate our administrativeviies. A substantial disruption in our
information technology systems for any prolongeaktiperiod (arising from, for example, system capduthits from unexpected increases in
our volume of business, outages or delays in awicg could result in delays in receiving inventand supplies or filling customer orders
and adversely affect our customer service andioekstiips. Our systems might be damaged or intezclipy natural or mamade events or t
computer viruses, physical or electronic breakaind similar disruptions affecting the global IntefriThere can be no assurance that such
delays, problems, or costs will not have a materilierse effect on our cash flows, operating resuit financial condition.

As our operations grow in both size and scope, Wlecantinuously need to improve and upgrade owteys and infrastructure while
maintaining the reliability and integrity of ourstgms and infrastructure. The expansion of ouesystand infrastructure will require us to
commit substantial financial, operational and téchirresources before the volume of our busines®ases, with no assurance that the
volume of business will increase. In particulag anrrently seeking to upgrade our financial rapgrsystem and other information
technology systems. These and any other upgradas ®ystems and information technology, or nevartetogy, now and in the future, will
require that our management and resources be eivdm our core business to assist in compliarite tvose requirements. There can bt
assurance that the time and resources our manageitiereed to devote to these upgrades, servitagas or delays due to the installatiot
any new or upgraded technology (and customer igbgeswith), or the impact on the reliability ofralata from any new or upgraded
technology will not have a material adverse eftecbur cash flows, operating results and finanmaldition.

A significant portion of our operations run on agdé Enterprise Resource Planning (“ERP”) platfofim.manage our international
operations efficiently and effectively, we rely ki on our ERP system, internal electronic infotima and communications systems and on
systems or support services from third parties. 8ihthese systems are subject to electrical ocomtenunications outages, computer hacking
or other general system failure. It is also possibht future acquisitions will operate on diffar&RP systems and that we could face
difficulties in integrating operational and accdagtfunctions of new acquisitions. Difficulties ipgrading or expanding our ERP system or
system-wide or local failures that affect our imf@tion processing could adversely affect our clshst operating results and financial
condition.

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

We contract with third-party manufacturers to proglmost of our products, like many other compaini¢be medical device industry.
If we or any such manufacturer fails to meet praiducand delivery schedules, it can have an adverpact on our ability to sell such
products. Further, whether we directly manufactupgoduct or utilize a third-party manufacturemishges and spoilage of materials, labor
stoppages, product recalls, manufacturing defemther similar events can delay production atdbihour ability to bring a new product
market in timely fashion. For example, the supgdlffianity Evolution®and Trinity ELITE® are derived from human cadaveric donors, and
our ability to market the tissues depends on oppler continuing to have access to donated huradaweric tissue, as well as, the
maintenance of high standards by the suppliesipribcessing methodology. The supply of such doisdrierently unpredictable and can
fluctuate over time. Further, because Trinity Evioin® and Trinity ELITE® are classified as HCT/Ps, they could from timéretbe subject
to recall for safety or administrative reasons.
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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 aceg#, the rate and size of expenditures incurredeasxpand our domestic and establish
our international sales and distribution netwotks, timing and level of reimbursement for our praidiby third-party payors, the extent to
which we are subject to government regulation doreement and other factors, many of which areidateur control.

We depend on our senior management team.

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

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

In order to compete, we must attract, retain antvaie executives and other key employees, inclythiose in managerial, technical,
sales, marketing, finance and support positionsngliand retaining qualified executives, enginegrshnical staff and sales representatives
are critical to our business, and competition fqrexienced employees in the medical device industrybe intense. To attract, retain and
motivate qualified employees, we utilize stock-lthseentive awards such as employee stock optlbtige value of such stock awards does
not appreciate as measured by the performance gfribe of our common stock and ceases to be viasedvaluable 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 ardfotims 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 eeidr We are also periodically subject to, or makens of breach of contract, or threaten
legal action relating to our contracts. These astimay result in litigation. At any one time, wevba number of negotiations under way for
new or amended commercial agreements. We devostasiial time, effort and expense to the admintistnaand negotiation of contracts
involved in our business. However, these contraag not continue in effect past their current temmve may not be able to negotiate
satisfactory contracts in the future with currenhew business partners.

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 paatelent 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 distrisutould have an adverse effect on our busindsessaiand until commercially acceptable
alternative distribution arrangements are put ace!l In addition, we operate in areas of the wibiddl have been disproportionately affected
by the global recession and we bear risk thatiegigr future accounts receivable may be uncoltedtéhese distributors or hospitals
experience disruptions to their business that cthesa to discontinue paying ongoing accounts pa&abbecome insolvent.

We face risks related to foreign currency exchangeates.

Because some of our revenue, operating expensegts and liabilities are denominated in foreigmeneies, we are subject to foreign
exchange risks that could adversely affect ouratmmrs and reported results. To the extent thahegr expenses or earn revenue in
currencies other than the U.S. dollar, any chandke values of those foreign currencies 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 currentliiisi denominated in foreign currencies, we have
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potential foreign exchange exposure. The fluctumatiof foreign exchange rates during 2014 have hachéavorable impact of $0.3 million
net sales from continuing operations outside ofuitf®. Although we seek to manage our foreign curexposure by matching non-dollar
revenues and expenses, exchange rate fluctuatoihd ltave a material adverse effect on our residilégperations in the future. To minimize
such exposures, we enter into currency hedgestiroento time. At December 31, 2014, we had outstand currency swap to hedge a
€28.7 million foreign currency exposure.

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

We have subsidiaries in several countries. Ceahour subsidiaries sell products directly to ot@ethofix subsidiaries or provide
marketing and support services to other Orthofbsadiaries. These intercompany sales and suppatitss 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/expd rules in several jurisdictions in which we operde.

We import and export our products to and from aloemnof different countries around the world. Thesluct movements involve
subsidiaries and third parties operating in juddns with different customs and import/exporesiand regulations. Customs authorities in such
jurisdictions may challenge our treatment of cust@md import/export rules relating to product stépis under aspects of their respec
customs laws and treaties. If we are unsuccessfidfiending our treatment of customs and importgebglassifications, we may be subject to
additional customs duties, fines or penalties tbatd 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 costrour business is subject to risks associatddaminducting 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. Aawglly, our future results could be harmed
by a variety of factors, including:

e changes in a specific coun’s or regior's political or economic condition

e trade protection measures and import or exponhdicey requirements or other restrictive actionsdogign governments
e consequences from changes in tax or customs

e difficulty in staffing and managing widespread ag@ms;

e differing labor regulations

e differing protection of intellectual propert

e unexpected changes in regulatory requirements

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

We may incur costs and undertake new debt and comtgent liabilities in a search for acquisitions, andve may be unsuccessful in our
search for such acquisitions or have difficulty inégrating any acquired businesses or product lines.

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

In addition, we compete with other medical deviompanies for these opportunities, and we may bblena consummate such
acquisitions on commercially reasonable termst all.aro the extent we are able to make acquisitiove may experience difficulties in
integrating any acquired companies or productsanteexisting business, including attrition of kersonnel from acquired companies or
businesses, and significant costs, charges or doitens. In addition, unforeseen operating diffieglintegrating acquired companies or
businesses could require us to devote signifi¢aan€ial and managerial resources that would otiserbe available to our existing businesses.
To the extent we issue additional equity in conoealith acquisitions, this may dilute our existisigareholders.
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We may incur significant costs or retain liabilities associated with disposition activity.

We may from time to time sell, license, assignthieovise dispose of or divest assets, the stoskilb$idiaries or individual products,
product lines or technologies, which we determireere longer desirable for us to own, some of winigty be material. Any such activity
could result in our incurring costs and expensesi fthese efforts, some of which could be significas well as retaining liabilities related to
the assets or properties disposed of even thoogimgtance, 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., maintains a $100 million senior secured line of credit thatxpires in August 2015.

On August 30, 2010, the Company, through one dfi& subsidiaries, Orthofix Holdings, Inc., entkieto a credit agreement
providing for (1) a five-year term loan facility 8100 million, and (2) a five-year revolving crefiitility of $200 million. These loan
arrangements refinanced and replaced a prior dadliity that Orthofix Holdings had entered into2006 in connection with an acquisition
transaction. At the time of implementation in Asg2010, the full $200 million term loan facilitpy@ approximately $132.4 million of the
revolving credit facility were drawn. The Compasybsequently paid all amounts drawn under bothetime loan and revolving loan and, as
of the date hereof, there is no balance on eiteer facility. Further, in January 2015, at the @any’s request, the lenders agreed to reduce
the available capacity under the revolving facitiy$100 million.

The credit agreement contains a term that expimesugust 30, 2015. As such, to retain the curyeatiilable borrowing capacity (or
to increase it further), we will need either to amth¢he existing agreement with the current lendargnter into a new credit agreement with
the current or different group of lenders. Howetleere can be no assurance that the current lignatea different group of lenders, will be
willing to provide us financing on terms as favdeahs those contained in the current agreemeiat, a@t (including in the event that current
favorable conditions in U.S. and international drethrkets were to deteriorate). This might impair ability to obtain sufficient funds for
working capital, capital expenditures, acquisitiosearch and development and other corporat@gesp In addition, borrowings under an
amended or new credit agreement could be subjeécterest rate terms that are less favorable thesetthat have been available to the
Company under the current agreement.

Further, the current credit agreement containstivegeovenants applicable to us and our subsidigineluding restrictions on
indebtedness, liens, dividends and mergers ans shissets. The credit agreement also contait@rcénancial covenants, a breach of which
could result in an event of default under the GrAdreement, which could permit acceleration ofdleét payments under the facility. We beli
that we were in compliance with the negative com&)and there were no events of default, at Deeef3th 2014 (and in prior periods).
However, an amended or new credit agreement wikdly lhave a different set of negative covenantd, there can be no assurance that the
Company would be able to meeting such financiakoawts in future fiscal quarters. The failureacsd could result in an event of default under
such agreement, which could have a material adediset on our financial position

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 igiagmur accounting policies have a significant &apon our consolidated results
of operations (see Part Il, Item 7A, “Quantitatared Qualitative Disclosures About Market Risk” unttee subheading “Critical Accounting
Policies and Estimates”). Such methods, estimatdguaigments are, by their nature, subject to suist 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.

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 significant portion of our assets is comprisedjobdwill. We may not receive the recorded valueoiar goodwill if we sell or
liquidate our business or assets. The materialertnation of goodwill increases the risk of a lachparge 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 Curacgao. Prior to Octdiier2010, the Netherlands Antilles, together withil#a and the Netherlands, formed the
Kingdom of the Netherlands, with Curacao beingshanid 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 emtithin the Kingdom of the Netherlanc
having its own government and laws. As a resulhefconstitutional
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reform and the dissolution of the Netherlands Aewgilthe Netherlands Antilles law ceased to exidtthe Company is now a Curacao legal
entity subject to Curacao law. Although Curacaoliemome a separate and autonomous country witlwitdaws and regulations, the civil
and corporate Netherlands Antilles law, as theyliago the Company before October 10, 2010, didchange under the constitutional
reform. In effect, Curagao has adopted the Nethdda\ntilles civil and corporate law (to which t@empany was subject) that was in effect
prior to October 10, 2010.

Our corporate affairs are therefore now governeduyArticles of Association and the corporate @wCuragao as laid down in Book
2 of the Curagao Civil Code (“CCC"Although certain of the provisions of the CCC rebentertain of the provisions of the corporatiomd:
of a number of states in the U.S., principles of talating to such matters as the validity of cagbe procedures, the fiduciary duties of
management and the rights of our shareholders riffegy 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 Curagao 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.
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| tem 1B. Unresolved Staff Comments

None.

| tem 2. Properties

Our principal facilities as of December 31, 201d:ar

Approx.
Square
Facility Location Feet Ownership
Manufacturing, warehousing, distribution and reskand
development facility for Spine and OrthopedicsdRcts and
administrative facility for Corporate, Spine daBiologics Lewisville, TX 140,00( Lease(
Research and development, component manufactuyiradity
control and training facility for fixation prodts and sales

management, distribution and administrativelitgdior 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

Kingdom Maidenhead, Englar 18,46( Lease(
Sales management, distribution and administraticéify for Brazil Curitiba, Brazil 1,06% Lease(
Sales management, distribution and administratiedify for Brazil Sao Paulo, Braz 21,617 Lease(
Sales management, distribution and administratiedify for France Arcueil, France 8,50C Lease(
Sales management, distribution and administraticdiy for Germany Ottobrunn, German 16,14¢ Lease(
Sales management, distribution and administratiedify for Puerto

Rico Guaynabo, Puerto Ric 2,99¢ Lease(
Item 3. Leqgal Proceedings

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

We record accruals for certain outstanding legateedings, investigations or claims when it is pigé that a liability will be incurred
and the amount of the loss can be reasonably dstilmi@/e evaluate, on a quarterly basis, developsriariegal proceedings, investigations
and claims that could affect the amount of any @aicias well as any developments that would mdkssacontingency both probable and
reasonably estimable. When a loss contingencytibath probable and reasonably estimable, we dacwue 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 reasonedtieate 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 probableeamsanable possibility, and whether the loss ageaf loss is reasonably estimable,
often involve a series of complex judgments abatire events. Among the factors that we considénignassessment are the nature of
existing legal proceedings, investigations andtsaithe asserted or possible damages or loss gentiy (if reasonably estimable), the
progress of the matter, existing law and precedbkatopinions or views of legal counsel and otluisers, the involvement of the U.S.
Government and its agencies in such proceedinggxqerience in similar matters and the experieriagher companies, the facts available
to us at the time of assessment, and how we irtterespond, or have responded, to the proceedixgsiigation or claim. Our assessment of
these factors may change over time as individuadg®dings, investigations or claims progress. Faitars where we are not currently able to
reasonably estimate a range of reasonably podegsethe factors that have contributed to thigmeination include the following: (i) the
damages sought are indeterminate, or an investighfis not manifested itself in a filed civil oimeinal complaint, (ii) the matters are in the
early stages, (iii) the matters involve novel osettled legal theories or a large or uncertain remalb actual or potential cases or parties,
and/or (iv) discussions with the government or pffaties in matters that may be expected ultimatebe resolved through negotiation and
settlement have not reached the point where we\eeh reasonable estimate of loss, or range gfdassbe made. In such instances, we
believe that
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there is considerable uncertainty regarding théntiner ultimate resolution of such matters, inchgla possible eventual loss, fine, penalty or
business impact, if any.

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

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

In July 2013, the Audit Committee of our Board afdators began conducting an independent revieth thie assistance of outside
professionals, of certain accounting matters. Téngew resulted in a restatement of our previotitdg consolidated financial statements for
the fiscal years ended December 31, 2012, 2012@hd and the fiscal quarter ended March 31, 204 8l as the restatement of certain
financial information for the fiscal years endedcBmber 31, 2009, 2008 and 2007. This restatemdnthwe completed and filed in March
2014, is referred to herein as the “Original Restadnt.”

In connection with the Company’s preparation otissolidated interim quarterly financial statenseior the fiscal quarter ended
June 30, 2014, the Company determined that cestanes with respect to the previously filed finemhstatements contained in the filings
containing the Original Restatement were not prgmercounted for under U.S. GAAP. As a result, @mmpany determined in August 2014
to restate its previously filed consolidated finahstatements for the fiscal years ended Decer®bg2013, 2012 and 2011 and quarterly
reporting periods contained within the fiscal yeamsled December 31, 2013 and 2012, as well asstad fuarter ended March 31, 2014.
This restatement, which we completed in March 204 Eeferred to herein as the “Further Restaterhent.

SEC Investigation

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 and the Company,
through respective counsel, have been in direcnoonication with the SEC Enforcement Staff regardimege matters. The SEC is
conducting a formal investigation of these mattangl both the Company and the Audit Committee aoperating fully with the SEC.

In connection with the above-referenced commurocati the Company has received requests from thef@Edcuments and other
information concerning various accounting practiéeternal controls and business practices, anedratiated matters. Such requests cove
years ended December 31, 2011 and 2012, and inissta@aces, prior periods. It is anticipated thatmay receive additional requests fr
the SEC in the future, including with respect te Burther Restatement.

We have previously provided notice concerning @mmunications with the SEC to the Office of Inspecteneral of the U.S.
Department of Health and Human Services (“HHS-OI@f)suant to our corporate integrity agreement With5-OIG (which agreement is
described below in this Item 3).

We cannot predict if, when or how this matter w#l resolved or what, if any, actions we may beireduo 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. At this stage in thitemave cannot reasonably estimate the
possible loss, or range of loss, in connection with

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 finansiatements and the matters described above. Biaaate of original filing, the complaint
has been amended.

The lead plaintiff's complaint, as amended, purpdotbring claims on behalf of persons who purctidse Company’s common stock
between March 2, 2010 and July 29, 2013. The camtaserts that the Company and four of its forexercutive officers, Alan W.
Milinazzo, Robert S. Vaters, Brian McCollum, and iBnV. Buxton (collectively, the “Individual Deferahts”),
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violated Section 10(b) of the Securities Exchanged 1934, as amended (the “Exchange Act”), antlBes and Exchange Commission
Rule 10b-5 (“Rule 10b-5") by making false or misle® statements in or relating to the Company’ariitial statements. The complaint
further asserts that the Individual Defendants Jial#e as control persons under Section 20(ah@fExchange Act for any violation by the
Company of Section 10(b) of the Exchange Act oreRulib-5. As relief, the complaint requests comptengalamages on behalf of the
proposed class and lead plaintiff's attorneys’ faed costs. On March 6, 2015, the court granteddfiendants’ motion to dismiss as to Mr.
Milinazzo and denied it with respect to the Company the other Individual Defendants. This matenains at an early stage and, as of the
date of this Form 10-K, we cannot reasonably edértiee possible loss, or range of loss, in conogdiiith it.

Matters Related to Promeca

On July 10, 2012, we entered into definitive agreets with the DOJ and the SEC agreeing to settis@lfinitiated and self-reported
internal investigation of our Mexican subsidiaryoeca 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-judgrhérterest, and agreed to pay a fine of $2.2 mmllid/e paid $2.2 million in July 2012 and
$5.2 million in September 2012. As part of thelegient, we entered into a three-year deferred prigen agreement (“DPA”) with the DOJ
and a consent to final judgment (the “Consent"hwite SEC.

The DOJ has agreed not to pursue any criminal elsagigainst 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 nreasincluding the implementation of
an enhanced compliance program, previously undemtaly us. The DPA and the Consent collectively iregqamong 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 pnogdesigned to prevent and detect violations offtBBA and other applicable anti-
corruption laws. We will periodically report to tiievernment during the term of the DPA regardinthstemediation 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 revieweasfahmatters, 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 iatibery 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 tlhas&nt described above, the Company contacted@eabd the SEC in August 2013 to
voluntarily self-report the Brazil-related allegats, and the Company and its counsel remain iracbwith both agencies regarding the status of the
review. In the event that the DOJ and the SECtfiatithe matters related to our Brazilian subsjdiauld give rise to a review of our obligations
under the terms of the DPA and/or the Consent,usreiatly cannot reasonably estimate a possible dnsange of loss, in connection with that
review, including any effects it may have with resfto 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 whieh agreed to pay $34.2 million (plus interest edta of 3% from May 5, 2011 through the
day before payment was made) to settle criminalcaritimatters related to the promotion and markg®f our regenerative stimulator
devices (which we have also described in the pastia“bone growth stimulator devices”). In conm@ttwith such settlement agreement,
Orthofix Inc., our wholly owned subsidiary, als@glguilty to one felony count of obstruction ofumé 2008 federal audit (8§18 U.S.C. 1516)
and paid a criminal fine of $7.8 million and a matuty special assessment of $400. Also as prewialistiosed, on October 29, 2012, we,
through our subsidiary, Blackstone Medical, Inateged into a definitive settlement agreement withU.S. government and the qui tam
relator, pursuant to which we paid $32 million &tke claims (covering a period prior to Blacksterecquisition by us) concerning the
compensation of physician consultants and
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related matters. All of the $32 million we paid puant to such settlement was funded by proceedsaeeéved from an escrow fund
established in connection with our acquisition tdidkstone in 2006.

On June 6, 2012, in connection with these settlésn@re also entered into a five-year corporategitite 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 reguéets. We are also required to
maintain several elements of our previously exgsprogram 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 caarme-related activities during the
term of the CIA, including various training and nitoning procedures, and maintaining a disciplingrgcess for compliance obligations.

Pursuant to the CIA, we are required to notify th¢S-OIG in writing, among other things, of: (i) aopgoing government
investigation or legal proceeding involving an gdéon that the Company has committed a crime sreimgaged in fraudulent activities;
(ii) any other matter that a reasonable person evoahsider a probable violation of applicable cnaij civil, or administrative laws related to
compliance with federal healthcare programs or FBduirements; and (iii) any change in locationeselosing, purchase, or establishmet
a new business unit or location related to itemseovices that may be reimbursed by federal heséhgrograms. We are also subject to
periodic reporting and certification requiremerttesting that the provisions of the CIA are beimpiemented and followed, as well as cet
document and record retention mandates. The ClRiges that in the event of an uncured material divexd 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 ofté/eStreet Healthcare Partners I, L.P. (“Watee&t) pursuant to a stock purchase
agreement (the “Breg SPA"). Under the terms ofBheg SPA, upon closing of the sale, the Companyitarslibsidiary, Orthofix Holdings, Inc.,
agreed to indemnify Water Street and Breg witheesfo certain specified matters, including théofeing:

e Breg was engaged in the manufacturing and sdéafinfusion pumps for pain management from 1@08008. Since 2008,
numerous product liability cases have been filetthénUnited States alleging that the local anesthehen dispensed by such
infusion pumps inside a joint, causes a rare @icttodndition called “chondrolysisThe Company incurred losses for settlements
judgments in connection with these matters durity22013 and 2012 of $3.8 million, $6.7 milliorda$6.8 million, respectivel
In addition, several cases remain outstanding foctwthe Company currently cannot reasonably estitte possible loss, or range
of loss.

e On or about August 2, 2010, Breg received a HIBABpoena issued by the DOJ. The subpoena sougjitheats from us and our
subsidiaries for the period of January 1, 2000ubhothe date of the subpoena. We believe thastiipoena relates to an
investigation by the DOJ into whether Breg's salarketing and labeling of local infusion pumpsgain management, prior to
Breg’s divestiture of this product line in 2008ngalied with FDA regulations and federal law. Weidet that document production
in response to the subpoena was completed asyd?JiP, and we currently do not expect any ligbtlit result from this matte

e At the time of its divestiture by us, Breg wasreatly and had been engaged in the manufactunidgsales of motorized cold
therapy units used to reduce pain and swellinge@dwomestic product liability cases have beeafih recent years, mostly in
California state court, alleging the use of coleréipy causes skin and/or nerve injury and seelangages on behalf of individual
plaintiffs who were allegedly injured by such urstswho would not have purchased the units had kineyvn they could be
injured. In September 2014, the Company entereddnmhaster settlement agreement resolving all pgnalie-close claims.
Pursuant to the terms of the settlement agreenfenCompany paid approximately $1.3 million, andiidnal amounts owed
under the settlement were paid directly by the Camyfs insurance providers. These amounts paid by tinep@ny were recorde
as an expense in discontinued operations durinfist@ quarter ended June 30, 2014. Remaining tb@dhpy claims include a
putative consumer class of individuals who did sudfter physical harm following use of the devicasgd an appeal of an adverse
July 2012 California jury verdict and a post-clesdd therapy claim pending in California state ¢coWe have established an
accrual of $5.7 million for the July 2012 verdicidgpost-close cold therapy liabilities, howevetuatliability could be higher or
lower than the amount accrued. The putative cletssrais at an early stage and the Company cuyreatinot reasonably estimate
the possible loss, or range of la
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| tem X. Executive Officers of the Registrant

The following table sets forth certain informatiainout the persons who served as our executiveeddfis of the date of this Form 10-

K.

Name Age Position

Bradley R. Masol 61 President and Chief Executive Officer and Dire:

Doug Rice 49 Chief Financial Officer, Chief Accounting Offic

Davide Bianch 50 President, Global Extremity Fixatic

Michael M. Finegat 51 Chief Strategy Office

Jeffrey M. Schumn 53 Chief Administrative Officer, General Counsel anor@rate Secretal

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

Bradley R. Mason.Mr. Mason was appointed as the Company’s PresmahtChief Executive Officer in March 2013 and beeamn
Director in June of 2013. He had previously serasethe Company’s Group President, North Americenfdoine 2008 through October 2009,
and as a Strategic Advisor from November 2009 tiinoDctober 2010, when he had originally retirearfthe Company. Prior to being
appointed as Group President, North America, heskaged as a Vice President of the Company sincemeer 2003, when the Company
acquired Breg, Inc. Prior to its acquisition by l@fix, Mr. Mason had served as President and Claairaf Breg, a company he principally
founded in 1989 with five other shareholders. Maddn has over 30 years of experience in the medinéte industry, some of which were
spent with dj Orthopedics (formally DonJoy) wheeeheld the position of Executive Vice PresidenteAhis original retirement from
Orthofix in 2010, he served in a variety of pani consulting and advisory roles, including asmsotiant to Orthofix from October 2012 to
March 2013. Mr. Mason is the named inventor ons38&d patents in the orthopedic product arenar&ttugted Summa Cum Laude with an
Associate of Arts and Associate of Science dega MiraCosta College

Doug Rice.Mr. Rice became the Company’s Chief Financial @ffim April 2015. He joined Orthofix as Chief Aagating Officer on
September 4, 2014 and was appointed to the posifibrterim Chief Financial Officer as of SeptemB&;, 2014. Mr. Rice joined the
Company from Vision Source, an international optiaeetwork provider, where he had served sincE228s Senior Vice President and
Chief Financial Officer. Mr. Rice served as the &Rresident Finance, Treasurer of McAfee, a sgcigithnology company, from 2007 to
2012, when it was acquired by Intel. From 20000672 he served as the Senior Vice President, Catp&ontroller of Concentra, Inc., a
national healthcare service provider. Mr. Rice’sm®5 years of finance experience also includeahite leadership positions with la
Madelieine, Allied Marketing Group as well as PriegerhouseCoopers (formerly Coopers & Lybrand) ¢ certified public accountant, ¢
holds an MBA and BBA, with honors, from Southernthtadist University.

Davide Bianchi.Mr. Bianchi joined Orthofix International N.V. aseéBident, International Extremity Fixation in J@913 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 Master in Business Management fSTUD Milano.

Michael M. Finegan. Mr. Finegan joined Orthofix International N.V. inrde 2006 as Vice President of Corporate Developnaeat
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 inmhber of different operating and strategic rolesstmecently as Vice President of Corpo
Sales. Earlier in his career, Mr. Finegan heldssaled 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 peshtot
Senior Vice President, General Counsel and Corp@atretary in October 2010 and, in June 2013 naared as the Company’s Chief
Administrative Officer, General Counsel, and CogierSecretary. From 2004 to 2006, Mr. Schumm semgedice President and General
Counsel for Regeneration Technologies, Inc. Eairidris career, he served as an Assistant Atto@wyeral 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.

36




| tem 4. Mine Safety Disclosure

Not applicable.
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PART Il

| tem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securities

Market for Our Common Stock

Our common stock is traded on the NasBi&dobal Select Market under the symbol “OFIX.” Tledldwing table shows the quarterly
range of high and low sales prices for our comntooksas reported by Nasdédpr each of the two most recent fiscal years ended
December 31, 2014. As of April 23, 2015 we had Ba@@lers of record of our common stock. The clogrige of our common stock on April
23, 2015 was $36.36.

High Low

2013

First Quartel $ 3994 $ 35.87
Second Quarte 35.7¢€ 26.1¢
Third Quartel 28.5¢ 20.77
Fourth Quarte 22.9C 19.64
2014

First Quartel $ 30.3¢ $ 20.5C
Second Quarte 36.2t 29.6¢
Third Quartel 36.62 20.5C
Fourth Quarte 31.01 27.91

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. Certain islidrses of the Company have restrictis
on their ability to pay dividends in certain circstances pursuant to the Credit Agreement. We hay@asent 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 divids received from our subsidiari
we may, based on prevailing rates of taxationgpgired to pay additional withholding and inconre@a such amounts received from our
subsidiaries.

Recent Sales of Unregistered Securities

There were no securities sold by us during 201éwvileae 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, intere
or other payments to nonresident holders of ounr#tées, including the shares of common stock, weehbeen granted an exemption from
such foreign exchange control regulations by thet@&Bank of Curagao and St. Maarten. Other juctszhs in which we conduct operations
may have various currency or exchange controladtition, we are subject to the risk of 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 impnoedimitations on the rights of persons who arenmestdents in or citizens of the Curagao
to hold or vote such securities.

Taxation

Orthofix International N.V. was organized under ldngs of the Netherlands Antilles and is headquedten Curacao. On October 10, 2010,
the Netherlands Antilles ceased to exist and Corbgaame a separate and autonomous country. Astatb€d 10, 2010, the laws as they existed
under the Netherlands Antilles automatically bec#medaws of the country of Curagao. Our tax ridiagd agreements as they existed under the
Netherlands Antilles remain in effect. Under thedaf the country of Curacao as currently in effadtolder of shares of common stock who is
resident of, and during the taxable year has rgagad in trade or business through a permanentisstaent in Curacao will not be subject to
Curagao income tax on dividends paid with resgetti¢ shares of common stock or on gains realimgdgithat year on sale or disposal of such
shares; Curacao does not impose a withholdingrtadividends paid by us. There are no gift or inhade taxes levied by Curacao when, at the time
of such gift or at the time of death, the relev@itier of common shares was not domiciled in Curaga reciprocal tax treaty presently exists
between Curacao and the U.S.
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Performance Graph

The following performance graph in this Item 5 letAnnual Report on Form 10-K is not deemed tédodiciting material” or to be
“filed” with the SEC or subject to Regulation 14A BAC under the Securities Exchange Act of 193 dhe liabilities of Section 18 of the
Securities Exchange Act of 1934, and will not berded to be incorporated by reference into anydilinder the Securities Act of 1933 or
Securities Exchange Act of 1934, except to thergxte specifically incorporate it by reference istech a filing.

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

The graph assumes that you invested $100 in Ortl@dimmon Stock and in each of the indexes on Deeeib, 2009. Points on the
graph represent the performance as of the lashéssiday of each of the years indicated.

Comparison of & Year Cumulative Total Return
Assumes Initial Investment of $100
December 2014

250.00

200.00 /.

150.00
100.00 —-
-
50.00
0.00
2009 2010 2011 2012 2013 2014
—+— Orthofix Intemational 100.00 | 9376 | 11390 | 12716 | 7378 | 97.19

—-MNASDAQ Stock Market (US and
Foreign Companies)

NASDAQ Stocks (SIC 3640-
3849 US & Foreign) Surgical,
Medical, and Dental
Instruments and Supplies

100.00 118.02 117.02 137.40 192.50 220.26

100.00 104.75 119.89 132.24 15416 175.54

39




| tem 6. Selected Financial Data

The following selected consolidated financial datathe years ended December 31, 2014, 2013, 20d2@11, have been derived
from our audited consolidated financial statemenie financial data as of December 31, 2014 an@® 20 for the years ended
December 31, 2014, 2013 and 2012 should be reeshininction with, and are qualified in their entyr&y, reference to Iltem 7 under the
heading “Management’s Discussion and Analysis n&Rtial Condition and Results of Operations” andamnsolidated financial statements
and notes thereto included elsewhere in this Fdi+K.10ur consolidated financial statements havenlprepared in accordance with U.S.
generally accepted accounting principles (“U.S. GRA

Year ended December 31,
2014 2013 2012 2011 2010
(Unaudited)
(U.S. Dollars in thousands, except margin and pehsre data)

Consolidated operating results

Net sales $ 402,270 $ 397,611 $ 440,18 $ 43551¢ $ 461,91¢
Gross profit 303,36t 290,69¢ 339,46 339,10« 367,32«
Gross profit margit 75% 73% 77% 78% 80%
Total operating income (loss) ( 17,13¢ (12,199 74,872 6,611 67,62¢
Net (loss) income from continuing operatic (3,744 (18,205) 45,121 (15,80¢) 31,05¢
Net (loss) income from discontinued operati (4,79%) (10,607 (2,269) (1,892) 13,29¢
Net (loss) income (1) (2) (¢ $ (8537) $ (2881y $ 4285. $ (17,699 $ 44,357
Net income (loss) per share of common stock:
Basic:
Net (loss) income from continuing operatic $ (0200 $ (097 $ 238 $ (087 $ 1.76
Net (loss) income from discontinued operati (0.26) (0.57) (0.12) (0.10) 0.76
Net (loss) incom $ (046 $ (159 s 226 $ (0979 $ 2.52
Net income (loss) per share of common stock:
Diluted:
Net (loss) income from continuing operatic $ (0.20) % 0.97) % 233 % (0.87) $ 1.73
Net (loss) income from discontinued operati (0.26) (0.57) (0.12) (0.10) 0.74
Net (loss) incom: $ (046 $ (159 % 221 $ (097 $ 2.47

(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.& Government resolutions of $1.3 million and $5illion for the years ended
December 31, 2012 and 2011, respectively. Operaticome in 2014 and operating loss in 2013 inclemigs incurred of $15.6 million
and $12.9 million, respectively, for legal and aetheofessional services in connection with the A@bmmittee$ independent review
certain accounting matters and the multi-year testants of our consolidated financial statemeraswre filed in March 2014 and
March 2015, respectively. Operating loss in 208 acludes an impairment of goodwill of $19.2 Iroih.

As of December 31
(at year-end) 2014 2013 2012 2011 2010
(Unaudited) (Unaudited)
(U.S. Dollars in thousands, except share data)

Consolidated financial position

Total asset $ 393,188 $ 41197t $ 46454t $ 676,16( $ 596,35:
Total lon¢-term deb 20,00 20,01¢€ 210,01z 220,00
Shareholder equity 299,627 295,86: 356,43¢ 280,30¢ 281,35¢
Weighted average number of shares of common shares

outstanding (basic 18,459,05- 18,697,22{ 18,977,26. 18,219,34: 17,601,95I
Weighted average number of shares of common shares

outstanding (dilutec 18,459,05. 18,697,22¢ 19,390,41. 18,219,34: 17,913,54!

40




| tem 7. Managemen'’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis addressesabdts of our operations based upon the congetidinancial statements included
herein, which have been prepared in accordancelih GAAP. This discussion should be read in cection 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.

General

We are a diversified, global medical device compfamyised on improving patients’ lives by providisgperior reconstructive and
regenerative orthopedic and spine solutions toiptayss worldwide. Headquartered in Lewisville, TtKe Company has four strategic
business units that include BioStim, Biologics, rértity Fixation and Spine Fixation. Orthofix prodsiare widely distributed via the
Company’s sales representatives, distributors @nslibsidiaries. In addition, Orthofix is collabiimg on research and development activities
with leading clinical organizations such as the busskeletal Transplant Foundation and the TexastiSk Rite Hospital for Children.

We have administrative and training facilitieste tU.S., Italy, Brazil, the United Kingdom, FranGermany, and Puerto Rico and
manufacturing facilities in the U.S. and Italy. \Mieectly distribute products in the U.S., Italyetbinited Kingdom, Germany, Switzerland,
Austria, France, Brazil, Australia and Puerto Ricoseveral of these and other markets, we alddldite our products through independent
distributors.

Our consolidated financial statements include tharfcial results of our Company and our wholly odia@d majority-owned
subsidiaries and entities over which we have cbaribintercompany accounts and transactions &ineieated in consolidation.

Our reporting currency is the U.S. Dollar. All bata sheet accounts, except shareholders’ equétytramslated at year-end exchange
rates, and revenue and expense items are tranalatagighted average rates of exchange prevailimmgl the year. Gains and (losses)
resulting from foreign currency transactions, imihg those generated from intercompany operatamsincluded in other income and
expense. Gains and (losses) resulting from thelation of foreign currency financial statements i@corded in the accumulated other
comprehensive income component of shareholderstyequ

Our financial condition, results of operations aagh flows are not significantly impacted by seatipntrends. 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 opersatiwill be significantly affected by inflation. H@wer, in the ordinary course of business,
we are exposed to the impact of changes in inteagss$ and foreign currency fluctuations. Our ofdjeds to limit the impact of such
movements on earnings and cash flows. In ordech@wge this objective, we seek to balance non-ddié@ominated income and
expenditures. During the year, we have used dé&revaistruments to hedge foreign currency fluclagxposures. See Item 7A—
“Quantitative and Qualitative Disclosures About MetrRisk.”

Selected 2014 Financial Highlights
Our 2014 results and financial condition include tbllowing items of significance:

e Compared to prior year, BioStim revenues incré&86 million to $154.7 million, or 6.6%, ExtremiEixation revenues
increased $6.3 million or 6.1%, Biologics increa$2dL million or 4.0% and Spine Implants decreg&Egl4 million, or 14.0%

e Anincrease in gross profit margin from 73.19%2013 to 75.4% in 2014 was primarily due to lowesreintory reserve charges in
2014.

e The decrease in operating expenses in 2014 compag8i 3 was primarily a result of an impairmengobdwill of $19.2 millior
in 2013, which did not recur in 2014. Within opiémg expenses, general and administrative and celstged to the accounting
review and restatement expenses increased, whichmestly offset by a decrease in sales and marketipense

2014 Operational Achievements

We had a number of operational accomplishment®ia2led by the addition of experienced and tatkpeople to both our Board of
Directors and management team. We also introduceorder of new product lines in our fixation busises. In our Extremity Fixation
business in Europe we introduced; TrueLok Hex,rmxt generation ring fixation system; and Galaxy&tn a novel monocortical external
fixation screw. In our Spine Fixation businesslaunched; Centurion, our state-of-the-art posterior

41




cervical system; LoneStar cervical stand-alonelidy; Samba Screw Sl joint fixation system; anddigka limited market release of
SkyHawk, our new lateral fusion and interbody systeith its innovative retractor. Additionally, viecreased our investment in pre-clinical
and clinical research and expanded our sales clawonedwide. Lastly, we initiated project “Blue@g” a multi-year, company-wide process
and systems improvement initiative. See “Discussibimfrastructure Initiative” below for additionaiformation on Bluecore.

2015 Outlook

For fiscal year 2015, the Company expects:

e Net sales in the range of $385 million to $390 imil| representing a decline of (0.7%) to growtld@&% on a constant currer
basis and a decline of 4.3% to 3.1% on a reporasish

e Adjusted EBITDA to be between $55 million and $58lion.

Critical Accounting Policies and Estimates

Our discussion of operating results is based upertonsolidated financial statements and accompgmgtes to the consolidated
financial statements prepared in conformity witlBUGAAP. The preparation of these statements reguranagement to make estimates and
assumptions that affect the reported amounts eftassd liabilities and disclosure of contingersieds and liabilities at the date of the
financial statements and the reported amount @fmegs and expenses during the reporting periodselégtimates and assumptions form the
basis for the carrying values of assets and lizdsli On an ongoing basis, we evaluate these dssimahich are based on historical experi
and various other assumptions that managemenvbdtlicbe reasonable under the circumstances atéhtain point in time. Actual results
may differ, significantly at times, from these asdites. We have reviewed our critical accountingcfesd with the Audit Committee of the
Board of Directors.

We believe the following critical accounting poéisiand estimates affect the significant estimatdgwdgments we use in preparation
of our consolidated financial statements.

Revenue Recognitic

Commercial revenue is related to the sale of oylamt products, generally representing hospitalaruers. 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 nemiahce organizations, preferred
provider organizations and governmental payors sisdiedicare, in connection with the sale of oimskation products. Revenue is
recognized when the stimulation product is place@woimplanted in and accepted by the patient dinukgfunctory documents that are
required by the third-party payor have been obthifenounts paid by these third-party payors areegaly based on fixed or allowable
reimbursement rates. These revenues are recordeel @tpected or preauthorized reimbursement nagef any contractual allowances or
adjustments. Certain billings are subject to revigvthe third-party payors and may be subject fasachent.

For all distributor revenue, which is primarily a&dd to implant products, we recognize revenuéerselithrough basis, effective Ap
1, 2013. Prior to this date, we recognized revesitieer on a sell-in or sell-through basis, depegdin the specific circumstances of the
distributor. In some cases we recognized distribrgeenue as title and risk of loss passes atresthipment from our facilities or receipt at
distributor’s facility, assuming all other revenmaeognition criteria had been achieved (the “seltiethod”). In some cases the revenue
recognition criteria for distributor sales were satisfied at the time of shipment or receipt; gppadly, the existence of extra-contractual
terms or arrangements caused us not to meet the dixdeterminable criteria for revenue recognitioeome cases, and in others
collectability had not been established. In situaiwhere we are unable to satisfy the requirementscognize revenue on the selimethod
we recognize revenue relating to distributor areangnts once the product is delivered to the enies (the “sell-through method”).
Because we do not have reliable information abdwmour distributors sell the product through td enstomers, we use cash collection
from distributors as a basis for revenue recognitioder the sell-through method. Although in maages we are legally entitled to the
accounts receivable at the time of shipment, we met recognized accounts receivables or any qwneing deferred revenues associated
with distributor transactions for which revenuedsognized on the sell-through method.

For distributors on the sell-in method prior to Agdy, 2013, cost of sales were recognized uponmshig. For 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 assessmertapnsider the financial viability of our distrilous
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based on their creditworthiness to determine iflecthbility of amounts sufficient to realize thest®of the products shipped is reasonably
assured at the time of shipment to these distributn instances where the distributor is deterhiteebe financially viable, we defer the costs
of sales until the revenue is recognized.

Biologics revenue is primarily related to a colledtive arrangement with the Musculoskeletal TramspFoundation (“MTF”). We
have exclusive global marketing rights and recenagketing fees from MTF based on products distetduty MTF. MTF is considered the
primary obligor in these arrangements and theref@eecognize these marketing service fees on basts upon shipment of the product to
the customer.

Revenues exclude any value added or other locastantercompany sales, and trade discounts. Stg@rid handling costs are
included 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. Accougtgivable 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

Inventory, net of an allowance for excess and ass@nce, is stated at the lower of cost or marfReserves for excess, slow moving,
and obsolete inventory are calculated as the diffiee between the cost of inventory and marketaamdbased on product life cycle, foreca
demand, and market conditions. Reserves for exaressbsolescence provisions are recorded as adjotsno cost of sales. As set forth in
Accounting Standards Codification (“ASC”) Topic 33Aventory (specifically ASC 330-10-35-14), a wrilown of inventory to the lower-of-
cost-or-market value at the close of a fiscal ywaates a new cost basis that subsequently shouliermarked up based on changes in
underlying circumstances. Our inventory allowaisce “critical accounting estimate” because changese assumptions used to develop the
estimate could materially affect key financial meas, including gross profit, net income, and ineenbalances. We regularly evaluate our
exposure for inventory write-downs. If conditiomsassumptions used in determining the market vethamge, additional inventory
adjustments in the future may be necessary.

Goodwill and Other Intangible Assets

In accordance with ASC Topic 360RProperty, Plant and Equipmentntangible assets with finite lives are testedifipairment if any
adverse conditions exist or change in circumstahassccurred that would indicate impairment ohange in the remaining useful life. If an
impairment indicator exists, we test the intangénset for recoverability. For purposes of the vecability test, we group our intangible
assets with other assets and liabilities at theegtwevel of identifiable cash flows if the intabigi asset does not generate cash flows
independent of other assets and liabilities. Ifdagying value of the intangible asset (assetgyedceeds the undiscounted cash flows
expected to result from the use and eventual dispo®f the intangible asset (asset group), wé wiite 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 rateeterthining the estimated future cash flows assediaiith intangible assets, we use estimates
and assumptions about future revenue contributiors, 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 at least annually for impairmearid between annual tests if indicators of potentighirment exist. These indicators
include, among others, declines in sales, earrongash flows, or the development of a materiakasi change in the business climate. We
assess goodwill for impairment at the reporting leviel, which is defined as an operating segmewine level below an operating segment,
referred to as a reporting unit. We have identifma reporting units, which are consistent withr ;eporting segments; BioStim, Biologics,
Extremity Fixation, and Spine Fixation.

In order to calculate the respective carrying valwee initially recorded goodwill based on the fha®e price allocation performed at
the time of acquisition. Corporate assets andliiggs that directly relate to a reporting unitperyations are ascribed directly to that reporting
unit. Corporate assets and liabilities that arediratctly related to a specific reporting unit, firm which the reporting unit benefits, are
allocated based on the respective contribution areasf each reporting unit. Effective July 1, 2013,
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we re-aligned the Company’s reporting structure @mtsequently reallocated the carrying value ofdgalh from its previous reporting units
to its new reporting units based on the relativevalue of each new reporting unit to total entesg value at July 1, 2013.

As a result of our change in reporting structure,allocated goodwill to each reporting unit, andsmquently evaluated the Extremity
Fixation and Spine Fixation reporting units for ghessible impairment of goodwill, as there werddatbrs of impairment when completing a
gualitative analysis. The result of this step twalgisis was a full impairment of the goodwill alkded to our Extremity Fixation, and Spine
Fixation reporting units, totaling $19.2 millionh&re continue to be no indicators of impairmergun remaining reporting units, which were
reevaluated at year end using a qualitative asssgsm

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 mattérich are handled and defended in the
ordinary course of business. These lawsuits, inya&sbns or proceedings could involve a substamtimhber 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 typelimhs involves judgment. Changes in the facts araimstances 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 otivav subsidiaries or provide administrative, marigeind support services to our other
subsidiaries. These intercompany sales and suppnsices involve subsidiaries operating in juriidics 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 Taxesyhich contains a two-step approach to
recognizing and measuring uncertain tax positidhe. 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 38y to be realized upon ultimate settlement. k&eevaluate our income tax positions
periodically to consider factors such as changéadts or circumstances, changes in or interpatatof tax law, effectively settled issues
under audit and new audit activity. Such a changecognition or measurement would result in red@omgnof a tax benefit or an additional
charge to the tax provision.

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

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 estimateédifores.

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 forfeiturasefach separately vesting tranche of the
award. The Monte Carlo methodology that we usestinate the fair value of market-based optionsiipomates into the valuation the
possibility that the market condition may not bsfid.

The expected term of options granted is estimassgdhon a number of factors, including the vesdimg) expiration terms of the award,
historical employee exercise behavior for bothamithat are currently outstanding and optionshhae 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 ritteavcontractual life that approximates the expect
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term of the option award. Management estimatesag&gdevolatility based on the historical volatility the Company’s stock. The
compensation expense recognized for all equity<basards is net of estimated forfeitures. Forfeisuare estimated based on an analysis of
actual option forfeitures.

On June 30, 2014, we granted performance basetttedtshare awards to executive employees, whisting is based on achieving

earnings targets in two consecutive rolling fouarger periods. The fair value of performance-basstticted stock awards are recognized,
net of estimated forfeitures, over the derived igitpivesting period beginning in the period in eththey are deemed probable to vest.

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,

2014 2013 2012
(%) (%) (%)
Net sales 100 100 100
Cost of sale: 25 27 23
Gross profit 75 73 77
Operating expens¢
Sales and marketir 41 44 41
General and administrati 19 16 12
Research and developmt 6 7 6
Amortization of intangible asse 1 1 1
Costs related to the accounting review and
restatemer 4 3 —
Impairment of goodwil — 5 —
Total operating income (los 4 (3) 17
Net (loss) income from continuing operatic (1) (5) 11
Net loss from discontinued operatic (1) (2) (1)
Net (loss) incomi (2) (7) 10

Our segment information is prepared on the samis bat management reviews the financial informrafar operational decision-
making purposes. We manage our business by ousfmtegic business units (“SBUs"), which are casgu of BioStim, Biologics,
Extremity Fixation, Spine Fixation, and supportgddorporate activities. These SBUs represent tgmeats for which our Chief Executive
Officer, who is our Chief Operating Decision Maktive “CODM”"), reviews financial information and mekresource allocation decisions
among business units. Accordingly, our segmentim&tion has been prepared based on our four SRigEting segments. These four
segments are discussed below.

BioStim

The BioStim SBU manufactures, distributes, and jgl@w support services of market leading devicesahbance bone fusion. These
Class Il medical devices are indicated as an adijug, noninvasive treatment to improve fusion @sscrates in cervical and lumbar spine as
well as a therapeutic treatment for non-spine tnas that have not healed (non-unions). These eguwitlize Orthofix’'s patented pulsed
electromagnetic field (“PEMFfechnology, which is supported by strong basic raatdm of action data in the scientific literaturelas wel
as strong level one randomized controlled clinidals in the medical literature. Current reseaanl clinical studies are also underway to
identify potential new clinical indications. TH&BU uses both distributors and independent safgesentatives to sell its devices to hospi
doctors and other healthcare providers, primanilthe U.S.

Biologics

The Biologics SBU provides a portfolio of regenamiproducts and tissue forms that allow physiciansuccessfully treat a variety of
spinal and orthopedic conditions. This SBU spezéaliin the marketing of the Company’s regeneratssue forms. Biologics markets its
tissues through a network of distributors, indegemndales representatives and affiliates to sujpphpspitals, doctors, and other healthcare
providers, primarily in the U.S. Our partnershighwthe Musculoskeletal Transplant Foundation
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(“MTF”) allows us to exclusively market our Trinifgvolution® and Trinity ELITE®tissue forms for musculoskeletal defects to enhaocy
fusion.

Extremity Fixatior

The Extremity Fixation SBU offers products and siolus that allow physicians to successfully treafdety of orthopedic conditions
unrelated to the spine. This SBU specializes irdésgn, development, and marketing of the Comaasthopedic products used in fracture
repair, deformity correction and bone reconstrucpoocedures. Extremity Fixation distributes itegucts through a network of distributors,
independent sales representatives and affiliateis. JBU uses both independent distributors andtgales representatives to sell orthopedic
products to hospitals, doctors, and other healkrigers, globally.

Spine Fixation

The Spine Fixation SBU specializes in the desigwetbpment and marketing of a broad portfolio gliamt products used in surgical
procedures of the spine. Spine Fixation distribitteeproducts through a network of distributors affiliates. This SBU uses distributors and
independent sales representatives to sell spiript®to hospitals, doctors and other healthcareighers, globally.

Corporate

Corporate activities are comprised of the operatixggenses, including share-based compensatiomtidf International N.V. and its
holding company subsidiaries, along with activities necessarily identifiable within the four SBUs.

Net Sales by SBU:

The table below presents net sales for continupegations by SBU reporting segment. Net sales dtechroduct sales and marketing
service fees.

Net Sales by SBU
Year ended December 31,

(U.S. Dollars in thousands’ 2014 2013 2012

Percent of Percent of Percent of

Total Net Total Net Total Net

Net Sales Sales Net Sales Sales Net Sales Sales

BioStim $ 154,67¢ 38% $ 145,08t 36% $174,56: 40%
Biologics 55,881 14% 53,74¢ 14% 53,731 12%
Extremity Fixation 109,67¢ 27% 103,35¢ 26% 112,01 25%
Spine Fixatior 82,04z 21% 95,421 24% 99,88t 23%
Total Net Sale: $402,277 100% $ 397,61 100% $440,18¢ 100%

2014 Compared to 2013
Net Sales

Net sales increased 1.2% or $4.7 million, to $402ilBon in 2014 compared to $397.6 million in 20Ihe impact of foreign currency
decreased sales by $0.3 million in 2014 when coatpty 2013. Net sales include product sales an#latiag service fees, which is
comprised of biologic sales of Trinity Evoluti@and Trinity ELITE®.

Net Sales by SBU

Net sales in our BioStim SBU increased 6.6% or $8il6on, to $154.7 million in 2014 compared to $14 million in 2013. The
increase was due to enhancements to the saleszagam, which included adding management and paelggle in underserved geographie
well as additional sales representatives exclugigetlicated to our Physio-Stifrproduct line, as well as the reduction in thirdtpgrayor
revenue in 2013 driven by our transition to recagnevenue upon accumulation of the full billakdelage for third-party payors given the
increased complexity in insurance billing requirerse

Net sales in our Biologics SBU increased 4.0% ot $2illion, to $55.9 million in 2014 compared to33 million in 2013. The
increase was mainly due to an expanded sales dhammell as continued conversion to our next gatien cell-based bone growth tissue
technology (Trinity ELITE®). These increases were offset slightly by a rédnén marketing fee percentages received foriainity
products starting in April 2013.
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Net sales in our Extremity Fixation SBU increaset®6 or $6.3 million, to $109.7 million in 2014 coaned to $103.4 million in 2013.
The increase was due to recently expanded produnthes and improvement in international collestiohcash basis sales. The increase wa:s
partially offset by declining revenue in Brazil, wwh has experienced significant disruption to thles channel during 2014 as we rebuild our
Brazil sales organization.

Net sales in our Spine Fixation SBU decreased 1410%4 3.4 million, to $82.0 million in 2014 compédr® $95.4 million in 2013. Tt
decrease was due to a loss of sales momentumimgsfutim our efforts to reorganize the sales fdmamprove profitability, which began in
late 2013 and continued through the first half @12

Gross Profit

Our gross profit increased 4.4% or $12.7 millian$803.4 million in 2014 compared to $290.7 milliar2013. Gross profit as a
percent of net sales in 2014 was 75.4% comparga.i®%o in 2013. The increase in gross profit asregrt of net sales is primarily driven by
higher inventory reserves in 2013.

Sales and Marketing Expense

Sales and marketing expense, which includes cononsand the bad debt provision decreased 5.198.8rrillion, to $166.5 million
in 2014 compared to $175.5 million in 2013. As &cpet of net sales, sales and marketing expensd a%o in 2014 compared to 44.1% in
2013. The decrease was due to tighter cost cerifoion-variable expenses, along with lower corsinisrates due to the reorganization of
the Brazil and U.S. Spine Fixation sales forcesyalsas a decrease in Spine Fixation sales.

General and Administrative Expense

General and administrative expense increased 18r48%2.0 million, to $76.8 million in 2014 compared$64.8 million in 2013. As a
percent of net sales, general and administratipemse was 19.1% in 2014 compared to 16.3% in 2Zl1idincrease is primarily due to our
investment in the implementation of an internalibfuhction and focused efforts on key process emmtrol improvements. In addition, we
spent $3.8 million in 2014 on Bluecore. Also ifl20medical insurance payouts were higher than abcausing a large fluctuation from the
prior year since the company is self-insured ua $top loss threshold.

Research and Development Expense

Research and development expense decreased 6E&P@anillion in 2014 to $25.0 million compared 18658 million in 2013. As a
percent of net sales, research and developmenhsapieclined slightly to 6.2% in 2014 compared.@W@®for the same period last year. The
decrease was primarily due to a $2 million payntemusculoskeletal Transplant Foundation (“MTF")}tive second quarter of 2013 for the
development and commercialization of Trinity ELIPEwhich was released in the first half of 2013.

Amortization of Intangible Assets

Amortization of intangible assets was $2.3 and $a@lifon for 2014 and 2013, respectively. Amortipa expense was mainly due to
the amortization associated with licensing new potsl, which began in the second half of 2013.

Costs related to the accounting review and restatém

As part of our accounting review and restatememiusfconsolidated financial statements, the Compacyrred $15.6 million and
$12.9 million for the years ended December 31, 203d1 2013, respectively.

Impairment of Goodwill

As part of our change in reportable segments, akoated goodwill to each new reporting unit, antdsequently evaluated each
reporting unit for impairment. As a result of thisalysis, a full impairment of the goodwill alloedtto our Spine Fixation and Extremity
Fixation reporting units, of $19.2 million, was ogmized in 2013.

Interest Expense, net

Interest expense, net was $1.8 million in both 28dd 2013, primarily as the result of substanggblyments of long-term debt during
2013, resulting in a lower year over year outstagdiebt balance, and to a lesser extent, lowereistteates, offset by increased fees
associated with a larger unused revolver balance.
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Other Income (Expense)

Other expense, net was $(2.9) million in 2014 camegbdo other income of $2.4 million in 2013. Otivsome for 2013 was primarily
due to our receipt of $4.4 million related to therditualization of a mutual insurance company incilwe were an eligible member to share
in such proceeds. In addition, 2014 was negativepacted by foreign exchange rates. Several ofaneign subsidiaries hold trade payables
or receivables in currencies (most notably the D@lar) other than their functional (local) curogn which results in foreign exchange gains
or losses when there is relative movement betweesetcurrencies.

Income Tax Benefit (Expense)

We recognized a $16.2 million and $7.6 million gedan for income tax for 2014 and 2013, respectivellhe income tax expense and
effective tax rate for the year ended 2014 reflaadésproportionate ratio to the $7.6 million of@me tax expense and effective tax rate of
(71.7%) for the year ended 2013. The principadiecaffecting the Company’s 2014 effective taxe naere the Company’s mix of earnings
amongst various tax jurisdictions, state taxespgba in the valuation allowance, and changes ionirectax reserves.

Discontinued operations

Discontinued operations include losses of approteitye4.8 million and $10.6 million, net of incortexes, in 2014 and 2013,
respectively. The losses were primarily from leggitlements and legal costs, which relate to icesgecified product liability matters in
relation to the Company’s former subsidiary, Bréghofix agreed to indemnify Breg and its purchas#h respect to such matters.

Net Income (Loss)

Net loss in 2014 was $(8.5) million, or $(0.46) pesic and diluted share, compared to net los$2#.8) million, or $(1.54) per basic
and diluted share for 2013.

2013 Compared to 2012
Net Sales

Net sales decreased 9.7% to $397.6 million in 28f8pared to $440.2 million in 2012. The impactarkign currency decreased sales
by $1.1 million in 2013 when compared to 2012. bldes include product sales and marketing sereies, fwhich is comprised of sales of
Trinity Evolution®and Trinity Elite ™.

Net Sales by SBU

Net sales in our BioStim SBU decreased 16.9% t&H1vhillion in 2013 compared to $174.6 million i@12. The decrease in BioStim
revenue was primarily attributable to a declingates of our stimulation products for spine andicaf application caused by distribution
turnover and changes in certain payor policies. ddwrease for the year ended December 31, 2013ls@segatively impacted by a
reduction in third-party payor revenue driven by transition in third quarter of 2013 to recognieegenue upon accumulation of the full
billable package for third-party payors given thereased complexity in insurance billing requiretaen

Net sales in our Biologics SBU remained relativadystant at $53.7 million in 2013 compared to e in 2012. Net sales were
positively impacted by an increase in our markesiagrice fee revenue from MTF related to the lausfobur new tissue from Trinity ELITE
®: however, this increase was primarily offset lmeduction in our marketing service fee from 7096586, which became effective April 1,
2013.

Net sales in our Extremity Fixation SBU decreasd@o/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 distributorrsactions 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 applicatiastobdtor revenue recognition and have applietitbebugh accounting for all distributor
transactions within the Extremity Fixation SBU opraspective basis beginning on April 1, 2013, whiaused the majority of the decreas
net sales.
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Net sales in our Spine Fixation SBU decreased 5o488illion in 2013 compared to $99.9 million fd12, a decrease of 4.5%. This
decrease was due to a 6% drop in average selliog (#SP) due to discounting, which was somewhgsedtby double-digit growth in our
international business.

Gross Profit

Our gross profit decreased 14.4% to $290.7 mill@mr2013 compared to $339.5 million for 2012. Grpsesfit as a percent of net sales
in 2013 was 73.1% compared to 77.1% in 2012. Tasehse was primarily due to the decrease of satag BioStim SBU, which carries a
higher gross margin compared to our other prodagtsell as increased costs that do not have agstammelation to net sales, primarily
associated with inventory reserves and salaries.

Sales and Marketing Expense

Sales and marketing expense, which includes cononssand the bad debt provision, generally increasel decreases in relation to
sales. Sales and marketing expense decreased H®8,mor 1.8%, to $175.5 million in 2013 compared$178.8 million in 2012. In 2013 t|
decrease in sales and marketing expense was fiirdad to a decrease in commission expenses doevéw sales. As a percent of net sales,
sales and marketing expense was 44.1% and 40.9201& and 2012, respectively.

General and Administrative Expense

General and administrative expense increased $dillién, or 20.7%, in 2013 to $64.8 million compdr® $53.7 million in 2012.
General and administrative expense as a percergtafales was 16.3% in 2013 compared to 12.2%12.20he 2013 increase in general and
administrative expense was primarily attributablénvestments in people and processes to improsméss structure and internal controls.
These investments were primarily related to theadepents of accounting and finance and informasigstems. The 2013 increase was also
related to increased incentive compensation expemdenedical device tax in 2013. General and adinative expense in 2012 included the
impact of approximately $1.9 million in legal expges associated with the bone growth stimulatiorstigation, and other costs incurred in
connection with our internal investigation into t@mpliance with the Foreign Corrupt Practices With our former orthopedic distribution
entity in Mexico.

Research and Development Expense

Research and development expense decreased $lo8 mil2013 to $26.8 million compared to $28.61mil in 2012. As a percent of
net sales, research and development expense rehtaiagvely flat at 6.7% in 2013 compared to 6.&#%the same period last year.

Amortization of Intangible Assets
Amortization of intangible assets was $2.7 and $ailBon for 2013 and 2012, respectively.

Costs related to the accounting review and restatém

As previously discussed, our Audit Committee cortedld@n Independent Review, with the assistancetsfde professionals, of cert:
accounting matters. As a result of this review tiredrestatement of certain of our previously fibmsolidated financial statements, the
Company incurred legal, accounting and other peidesl fees of approximately $12.9 million througk year ended December 31, 2013.

Impairment of Goodwill

As part of our change in reportable segments, akoated goodwill to each new reporting unit, antdsequently evaluated each
reporting unit for impairment. As a result of thisalysis, a full impairment of the goodwill alloedtto our Spine Fixation and Extremity
Fixation reporting units, of $19.2 million, was ogmized.

Charges Related to U.S. Government Resolutions

During 2012, we recorded a charge of $1.3 milliepresenting imputed interest accrued from the mdiygesettlement in principle
dates in 2011 and 2012 through the payment dati ifourth quarter of 2012 on the previously diseld settlements in principle of the U.S.
government investigations and related qui tam cainfd related to our regenerative stimulation bessnand Blackstone Medical, Inc.,
respectively.
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Interest Expense, net

Interest expense, net decreased to $1.8 milli@Dk8 compared to $4.2 million in 2012, primarilytas result of substantial
repayments of long-term debt during 2012, resuliimg lower year over year outstanding debt balaacd to a lesser extent, lower interest
rates.

Other Income (Expense)

Other income, net was $2.4 million in 2013 compdcedther expense of $(1.6) million in 2012. Therease in other income can be
mainly attributed to a gain recorded related toregeipt of $4.4 million cash related to the demalination of a mutual insurance company in
which we were an eligible member to share in suckgeds. This increase was partially offset byrihgative effect of foreign exchange
during 2013. Several of our foreign subsidiarielsliade payables or receivables in currencies {masbly the U.S. Dollar) other than their
functional (local) currency, which results in fageiexchange gains or losses when there is relatoxement between those currencies.

Income Tax Benefit (Expense)

We recognized a $7.6 million and $23.9 million psian for income tax for 2013 and 2012, respectivellhe income tax expense and
effective tax rate for the year ended 2013 reflaatssproportionate ratio to the $23.9 million mEome tax expense and effective tax rate of
34.7% for the year ended 2012. The principal factdfecting the Company’s 2013 effective tax ra&ze the Company’s mix of earnings
amongst various tax jurisdictions, state taxesnghka in the valuation allowance, and the impairneémbn-deductible goodwill. For the ye
ended 2012, the Company did not record a tax emeftertain expenses associated with the Compasyiimate of the charges related to
U.S. Government resolutions.

Discontinued operations

Discontinued operations in 2013 included approxatya$10.6 million of legal settlements and legadtspnet of income taxes, related
to certain specified product liability matters teldto its former subsidiary, Breg. We agreed teemnify Breg and its purchaser with respect
to such matters. Discontinued operations in 20tRided the gain on the sale of Breg of $1.3 milkwrd the results of our Sports Medicine
SBU through May 24, 2012 (the closing date of thle 8f Breg), net of income taxes. Subsequent teBer 31, 2012, the Company wor
arbitration award against an insurance carrietirgdo its denial of coverage under excess pradiighility policies with total limits of $30
million. As a result of the binding arbitration andathe carrier is obligated to reimburse the Comydfar defense expenses, settlements, and
judgments associated with the underlying produatslity claims at issue. The Company was entitedeimbursement of approximately $
million for past losses incurred, which was palyialffset by legal costs, and is included in disiamed operations in 2012.

Net Income (Loss)

Net loss in 2013 was $(28.8) million, or $(1.54} pasic share and diluted share, compared to petria of $42.9 million, or $2.26 per
basic and $2.21 per diluted share for 2012.

Liquidity and Capital Resources
Discussion of Cash Flo

Cash, cash equivalents and restricted cash at eredth, 2014 were $71.2 million, of which $34.4limil is subject to certain restrictions
under the senior secured credit agreement desdréded. This compares to cash, cash equivalentsemtidcted cash of $52.7 million at
December 31, 2013, of which $23.8 million was scije certain restrictions under the senior secaredit agreement described below. The
increase in cash and cash equivalents was printaréyto a reduction of cash used in investing arah€ing activities, partially offset by a
reduction in cash provided by operating activities.

Year Ended December, 31 Year over Year
(U.S. Dollars, in thousands) 2014 2013 Change
Net cash provided by operating activit $ 50,95¢ $ 67,04z $ (16,08¢)
Net cash used in investing activiti (19,950 (31,052) 11,102
Net cash used in financing activiti (19,999 (38,353 18,35¢
Effect of exchange rate changes on ¢ (3,123) 520 (3,643)
Net increase (decrease) in cash and cash equiy $ 7891 $ (1,84%) $ 9,734
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Net cash provided by operating activities was $8dillon in 2014 compared to $67.0 million in 20E3decrease of $16.0 million. Net
cash provided by operating activities is compriskdet income, non-cash items (including depreaiatind 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 increased $20.3 milliora net loss of $(8.5) million in 2014 comparedét loss of $(28.8) million in 2013.
Non-cash items for 2014 decreased $35.7 million taBa6llion compared to $62.4 million in 2013. THeange in working capital accounts
is primarily attributable to improved accounts tigable collections. Overall performance indicatimsour two primary working capital
accounts, accounts receivable and inventory, refleg's sales in receivables of 56 days at Decer®@bg?014 compared to 62 days at
December 31, 2013 and inventory turns of 1.7 aBdithes as of December 31, 2014 and December 3B, 28spectively.

Net cash used in investing activities was $20.0aniin 2014 compared to $31.1 million in 2013 paiiity driven by the net proceeds on the
sale of Breg, Inc. in 2012. During 2014 and 2018jnwested $18.5 million and $29.7 million in capéxpenditures, respectively.

Net cash used in financing activities was $20.0ionilfor 2014 compared to $38.4 million for 201ur@estricted cash balance
increased to $34.5 million due to an increase ghdeld by subsidiaries that are party to the sesg@ioured credit agreement, and is therefore
restricted for use in the U.S. During the year enbecember 31, 2014, we received proceeds of $tllibn compared to $3.5 million durit
2013 from the issuance of shares of our commorkstdated to stock purchase plan issuances anll efiion exercises. In 2013, we used
$39.5 million in connection with the stock repursbgrogram.

Option Agreement

On March 4, 2015, the Company entered into an @@#greement (the “Option Agreement”) with eNeurg,.l(“eNeura”), a
privately held medical technology company thateseloping devices for the treatment of migraindse Dption Agreement provides the
Company with an exclusive option to acquire eNétima “Option”) during the 18-month period followitilge grant of the Option. In
consideration for the Option, (i) the Company paitbn-refundable $250 thousand fee to eNeura,igmdNeura issued a Convertible
Promissory Note (the “eNeura Note”) to the Compdrhe principal amount of the eNeura Note is $15l0am and interest will accrue at
8.0%. The eNeura Note will mature on the earligfi}aflarch 4, 2019, or (ii) consummation of the aisition (as described below), unless
converted or prepaid at an earlier date. The Cognpalhbe entitled to designate one representdtiveappointment to the board of
directors of eNeura during the 18-month optionqubrPursuant to an Agreement and Plan of Mergevdmet the Company, eNeura and
certain other parties, if the Company exercise<p#on to acquire eNeura, the Company will pafotoner eNeura shareholders $65.0
million (subject to certain positive or negativgustiments based on the assets and liabilities efied. In addition, during the 4-year
period following the closing of such acquisitionetCompany may be required to pay additional casbideration to eNeura shareholders
upon the satisfaction of certain milestones.

Discussion of Infrastructure Initiativ

In 2014, we initiated project “Bluecore,” a multégr, companyvide process and systems improvement initiativeetauild certai
components of our infrastructure that is expectedanclude in the middle of 2017. Bluecore has enams work streams primarily focus
around remplementing our Oracle ERP system worldwide, imprg our financial controls and reporting, streammg our order to ca:
processes and collections, and optimizing our supphin for cost reductions and field inventoryibility, among other upgrades. The t
budget, including operating and capital expendgufer this project is approximately $30 milliorf,which $5 million was spent in 2014 ¢
$19 million is budgeted for 2015. We expect appr@ately 50% of this investment will be capitalized.

The strategic objective of Bluecore is to improlve teliability and efficiency of our systems, prsses and reporting as well as drive
down our overhead expenses as we complete each phte work. We expect to improve supply chaanagement, simplify finance and
accounting procedures and move to less manual ggesavith fewer redundancies throughout the Company

Discussion of Credit Facilitie

On August 30, 2010, the Company’s wholly owned W@&ding company, Orthofix Holdings, Inc. (“OrthefHoldings”) entered into a
Credit Agreement (the “Credit Agreement”) with e@ntdomestic direct and indirect subsidiaries ef @ompany (the “Guarantors”),
JPMorgan Chase Bank, N.A., as Administrative AgB&S Citizens, N.A., as Syndication Agent, andaiartender parties thereto. The
Credit Agreement provides for a five-year, $200ibiom secured revolving credit facility (the “Reling Credit Facility”), and a five-year,
$100.0 million secured term loan facility (the “fieL.oan Facility”, and together with the Revolvinge@it Facility, the “Credit Facilities”).
On January 15, 2015, at the Compamgquest, the lenders agreed to reduce the aleadapacity under the Revolving Credit Facilityb00
million.
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As of December 31, 2014, we had no outstandingolengs or outstanding principal due under the Gradreement.

At December 31, 2014, we had no outstanding borrgsvand unused available lines of credit of appnaxely €5.8 million ($8.0
million) under a separate line of credit establgshreltaly to finance the working capital of oualian operations. The terms of this line of
credit give us the option to borrow amounts inyita rates determined at the time of borrowing.

Outstanding principal on the Revolving Credit Fiaigils due on August 30, 2015. As such, to retaecurrently available borrowing
capacity (or to increase it further), we will nesither to amend the existing agreement with theectidenders, or enter into a new credit
agreement with the current or different group oiders. However, there can be no assurance thatthent lenders, or a different group of
lenders, will be willing to provide us financing terms as favorable as those contained in the muaigreement, or at all (including in the
event that current favorable conditions in U.S. amternational credit markets were to deteriorafE)is might impair our ability to obtain
sufficient funds for working capital, capital expktures, acquisitions, research and developmenbérat corporate purposes. In addition,
borrowings under an amended or new credit agreeauend be subject to interest rate terms thatess favorable than those that have been
available to the Company under the current agreemen

The Credit Agreement, as amended, requires Ortlitifldings and the Company to comply with coveragm®s on a consolidated basis
and contains affirmative and negative covenantd,ding 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 accelérated/or the lenders’ commitments terminated. @j\affect to certain limited waivers
obtained by the Company from the lenders in conmeactith the Company’s then-pending restatemeriinaincial statements and delay in
filing its Quarterly Reports on Form 10-Q for thschl quarters ended June 30, 2014 and Septemp2030, respectively, the Company was
in compliance with the affirmative and negative enants at December 31, 2014 and there were nossvkdéfault.

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 asseSmfiofix Holdings and its subsidiaries are resgrctor distributions to the parent company.
Domestic subsidiaries of the Company, as parti¢sa@redit agreement, have access to these ret$ dssoperational purposes.

Borrowings under the Revolving Credit Facility, wihimay be made in the future, may be used for wgrkapital, capital expenditures and
other general corporate purposes of Orthofix Hgisliand its subsidiaries. The Guarantors have geadrepayment of Orthofix Holdings’
obligations under the Credit Agreement. The ohligatof Orthofix Holdings and each of the Guaranteith respect to the Credit Facilities are
secured by a pledge of substantially all of thetassf Orthofix Holdings and each of the Guarantors

Other

We have incurred substantial expenses for legab#imet professional services in connection withrthati-year restatements of our
consolidated financial statements that we fileMerch 2014 and March 2015, respectively. Thesemsgewere in excess of $34 million
from July 2013 through March 2015.

The Companys current intention is to indefinitely reinvest tioéal amount of its unremitted foreign earningss{ding outside Curaga
in the local jurisdiction; to the extent they aengrated and available. As an entity incorporateduracao, “foreign subsidiariesfer to botl
U.S. and non-U.S. subsidiaries. Furthermore, amtpiine sourced in the U.S. is subject to U.S. inctameUnremitted foreign earnings
increased from $292.6 million at December 31, 2@1%342.4 million at December 31, 2013. The $342ilfon includes $354.1 million in
U.S subsidiaries. It is not practicable to detemrtime amounts of net additional income tax that bepayable if such earnings were
repatriated.
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Contractual Obligations

The following chart sets forth our contractual ghtions as of December 31, 2014:

Payments Due by Perioc

Contractual Obligations 2020 and
(U.S. Dollars in thousands) Total 2015 2016-2018 2019 thereafter
Operating lease 18,16t 3,88t 9,09t 2,444 2,741
Inventory purchase obligations ( 2,492 2,492 - - -
Total $ 20657 $ 6,377 $ 9,09t $ 2,444 $ 2,741

(1) The Company has inventory purchase commitmaitbsthird-party manufactures. Due to the unaiaty of our future purchasing
requirements, obligations under these agreemeatsicluded in the preceding table at the amountroitied through December 31,
2014 all of which are due in 201t

We may be required to make cash outlays relatediteinrecognized tax positions. However, due taitieertainty of the timing of
future cash flows associated with our unrecogntazenefits, we are unable to make reasonablghieliestimates of the period of cash
settlement, if any, with the respective taxing auties. Accordingly, unrecognized tax benefitglisive of interest and penalties, of $16.1
million as of December 31, 2014 have been excldded the contractual obligations table above. kothfer information on unrecognized 1
benefits, see Item 8 — “Financial Statements amp®mentary Data” - Note 13, included in this repor

Off-balance Sheet Arrangements

As of December 31, 2014, we did not have any oféfize sheet arrangements that have or are reagdikaty to have a current or
future effect on our financial condition, changedinancial condition, revenues or expenses, regiloperations, cash flows, liquidity, cap
expenditures or capital resources that are materiavestors.
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| tem 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to certain market risks as pamiodngoing business operations. Primary exposachgde changes in interest rates and
foreign currency fluctuations. These exposuresveayn sales, cost of sales, costs of operationgtendost of financing and yields on cash and
short-term investments. We use derivative finaringttuments, where appropriate, to manage thske. tHowever, our risk management policy
does not allow us to hedge positions we do not hotcdo we enter into derivative or other finana®lestments for trading or speculative
purposes. As of December 31, 2014, we had a cyrsmap in place to minimize foreign currency exadm®risk related to a €28.7 million ($34.7
million translated at the December 31, 2014 foreigchange rate) intercompany note. As of Decembe2@®L4 the fair value of the currency
swap was approximately $2.1 million and is recorndeather long-term assets.

We are exposed to interest rate risk in connedatiidim our Revolving Credit Facility, which bear inégst at floating rates based on
LIBOR plus an applicable borrowing margin or ates® rate (as defined in the Credit Agreement) @huapplicable borrowing margin.
Therefore, interest rate changes generally doffettehe fair market value of the debt, but do aopfuture earnings and cash flows,
assuming other factors are held constant.

The Company believes that a concentration of creskitrelated to its accounts receivable is limiteg¢ause its customers are
geographically dispersed and the end users aresified across several industries. It is reasonpbhsible that changes in global economic
conditions and/or local operating and economic @@ in the regions these distributors operatetber factors, could affect the future
realization of these accounts receivable balances.

Our foreign currency exposure results from fluaghgturrency exchange rates, primarily the U.Sldb@gainst the Euro, Great Britain
Pound and Brazilian Real. We are subject to cosalafs currency exposure when we produce produébsaign currencies such as the Euro or
Great Britain Pound and sell those products in D@lars. We are subject to transactional curremqyosures when our subsidiaries (or the
Company itself) enter into transactions denominatedcurrency other than their functional currenky of December 31, 2014, we had an un-
hedged intercompany receivable denominated in &uapproximately £3.2 million ($28.1 million). We recorded a foreigarrency gain durin
the year ended December 31, 2014 of $0.1 millitated to this un-hedged long-term intercompanyrz@ancluded in accumulated other
comprehensive income during 2014, which resultechfthe weakening of the Euro against the U.S. ddilaing the period. For the year ended
December 31, 2014, we recorded a foreign currevay ¢f $1.6 million on the statement of operati@ssilting from gains and losses in foreign
currency transactions.

We also are subject to currency exposure from laéing the results of our global operations inte thS. dollar at exchange rates that
fluctuate during the period. The U.S. dollar eqiéwa of international sales denominated in foraigrrencies was unfavorably impacted
during the year ended December 31, 2014 by mombinéign currency exchange rate fluctuations ofwh®. dollar against all of the foreign
functional currencies for our international opevas during 2014 versus the same periods in 2018 ULB. dollar equivalent of international
sales denominated in foreign currencies was unéblpimpacted during the year ended December 313 B§ monthly foreign currency
exchange rate fluctuations of the U.S. dollar agjatime local foreign currency versus the same geiiim 2012. 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 applicalsieefgn currencies, which could cause currency tlatibns to materially impact our
operating results.

| tem 8. Financial Statements and Supplementary Data

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

| tem 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure

None.

| tem 9A. Controls and Procedures

Background of Restatements

In July 2013, the Audit Committee (“Audit Committ@ef our Board of Directors began conducting adependent review, with the
assistance of outside professionals, of certainwatting matters (the “Independent Review”). Thaejpendent Review was prompted by
members of the Company’s senior management brirggrtgin information to the attention of the chidithe Audit Committee that raised
guestions regarding whether the Company had psopsrbgnized revenue under U.S. GAAP in connedtiitin revenue from distributor sales
that had been recorded in 2012 and 2011, incluaisignificant return processed in the second quaft2013 relating to revenue recognized in
2012. The Independent Review focused on the pelietlseen January 1, 2010 and March 31, 2013 ancséacprimarily on revenue
recognition related to distributor arrangements iamdntory reserve adjustments. The
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Independent Review ultimately resulted in a restatet of our previously filed consolidated finanatdtements for the fiscal years ended
December 31, 2012, 2011 and 2010 and the fiscatequended March 31, 2013, as well as the restateofeertain financial information for
the fiscal years ended December 31, 2009, 2002@@d. This restatement, which we completed and filedMarch 2014, is referred to hert
as the “Original Restatement.”

In connection with the Company’s preparation otissolidated interim quarterly financial statenseior the fiscal quarter ended
June 30, 2014, the Company determined that cestdnes with respect to the previously filed finethctatements were not properly
accounted for under U.S. GAAP. As a result, the Gamy determined in August 2014 to restate its presly filed consolidated financial
statements for the fiscal years ended Decembe2@®13, 2012 and 2011 and quarterly reporting pertoagained within the fiscal years en
December 31, 2013 and 2012, as well as the fis@ater ended March 31, 2014. This restatement,iwivie completed in March 2015, is
referred to herein as the “Further Restatement.”

The Original Restatement and the Further Restaterasulted in the identification of material weakses as included in
“Management’s Report on Internal Control over FitiahReporting,” below.

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 evaluationtdd effectiveness 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
weaknesses, our President and Chief Executive @ffind Chief Financial Officer have concluded thatdisclosure controls and procedures
were not effective as of December 31, 2014.

Management’s Report on Internal Control over Finangal Reporting

The Company’s management is responsible for estabfj and maintaining adequate internal controt éwancial reporting (as such
term is defined in Exchange Act Rule 13a-15(f))e T@ompany’s internal control over financial repagtincludes those policies and
procedures that (i) pertain to the maintenanceadnds that, in reasonable detail, accurately ainty freflect the transactions and dispositions
of the assets of the Company; (ii) provide reastmabsurance that transactions are recorded assaggdo permit preparation of financial
statements in accordance with U.S. GAAP, and #wdipts and expenditures of the Company are beadgronly in accordance with
authorizations of management and directors of th@@ny; and (iii) provide reasonable assurancerdagathe prevention or timely
detection of unauthorized acquisition, use or digmm of the Company’s assets that could have temad effect on the financial statements.

Internal control over financial reporting is desgrto provide reasonable assurance to the Compamrisagement and board of
directors regarding the preparation of reliablaficial statements for external purposes in accosdaiith U.S. GAAP. Because of the
inherent limitations in any internal control, notiea how well designed, misstatements may occumandbe prevented or detected.
Accordingly, even effective internal control ovardncial reporting can provide only reasonable i@s®te with respect to financial statement
preparation. Further, the evaluation of the effextess of internal control over financial reportimgs made as of a specific date, and
continued effectiveness in future periods is sultjethe risks that controls may become inadegbatause of changes in conditions or that
the degree of compliance with the policies and @doces may decline.

In connection with the preparation and filing otForm 10-K, the Company’s management, includimgRresident and Chief
Executive Officer and our Chief Financial Officepnducted an evaluation of the effectiveness ofirsternal control over financial reporting
as of December 31, 2014 based on the framewoifbibtin “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 matexédnesses described below, the Company’s inteomtitol over financial reporting was
not effective as of December 31, 2014.

A “material weakness” is a deficiency, or a comhbimraof deficiencies, in internal control over fim@al reporting, such that there is a
reasonable possibility that a material misstateroéotir annual or interim financial statements wibk be prevented or detected on a timely
basis. In connection with our management’s evanadf 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, 2014:

e Revenue recognition practices for sales with disttors. In connection with the Original Restatement, waduded that we
recognized revenue in certain instances in advaha# revenue recognition criteria being met, &imat our controls were not
effective to reasonably ensure accurate recognitioevenue in accordance with U.S. GAAP for cer
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distributor sales transactions previously recoioethe Company’s domestic and international busingsts. In general, we did
not establish and maintain procedures through@uCiimpany to reasonably ensure proper communicetjiand assessment by,
the Company’s finance and accounting departmedewiations from contractually established termsictviincluded written or
unwritten arrangements made with, or extra-conti@lderms provided to, Company distributors atdhset of the sale regarding
extended payment terms, product return or excheghes, and similar concessions agreed to subsédqoidime initial sale (which
were not memorialized by any formal contractual admeent). Such additional terms were not evaluaiedpt evaluated
correctly, and were not maintained or reflecte@ampany customer sales files. In addition, Compgaargonnel were not
adequately trained with respect to certain reveaaegnition principles applicable under U.S. GAARBttmay have led to
appropriate consideration of the additional termt&ied into outside of the written contractual ter

e Accounts receivable reserv. In connection with our Further Restatement, waaexled our procedures of analyzing collections
of accounts receivable to ensure accounts recevatluded an appropriate reserve for estimatedlleutible amounts. We
concluded the Company had incorrectly considereicedeferred revenue amounts when calculatinge$itienated reserves.
Specifically, the computation of the contractuéabnces and bad debt allowances, which servedjtistaaccounts receivable to
the estimated collectible amount, assumed that smreentage of deferred amounts would be collecéther than deferring the
entire amount. In connection with these additigpratedures, we believe the errors identified indichat the controls relating to
the accounts receivable reserve process and dideidavere insufficiently designed to detect a matenisstatemen

e Inventory reserve. In connection with the Original Restatement, waduded that errors occurred in establishing thm@any’s
inventory reserves due to a design deficiency ncoatrols over the computation and recording @hsteserves. Our method of
calculating inventory reserves resulted in the ppsiaation of U.S. GAAP, which caused us to makgistthents in the restated
consolidated financial statements. Specifically, @ntrols were not designed to detect that ineg&s our forecasted demand
products, which resulted in reductions in subsetfiecal years to reserves previously recorded. ABgic 330 Inventory
(specifically ASC 330-10-35-14) states that a wdtevn of inventory to the lower-of-cost-or-marketiwe at the close of a fiscal
year creates a new cost basis that subsequentijdshot be marked up based on changes in underbjfingmstances, and o
controls were not designed to prevent such marldupgo increases in forecasted demand for prod@dtitionally, in the
Further Restatement, we concluded our controls wetredequately designed to ensure that we wergatety calculating exce:
inventory reserves based on the consideration efatMdemand assumptions and for components df itkientory, which is
primarily held by our independent sales represamist Additionally, our controls were not appropelst designed to ensure that
when determining needed inventory reserves, weideresl inventory held by third parties under inggptpurchase obligation

e Foreign subsidiary oversighin connection with the Original Restatement, weatoded that our oversight of certain foreign
subsidiaries was insufficiently designed to deteaterial misstatements of financial informatione&fically, while these entities
were included in oversight activities similar torather locations, we believe the design of ourtids did not adequately addre
the additional risks associated with certain esgitiThese additional risks include: sales compiiédugher risk distributor
revenues; no specific requirements for statutoditatwhat may detect inadequacies in the Comparuggomer and business
records; and a business culture where oral agreésmeme more common, resulting in contract ternas were less likely to be
formally documentec

e Manual journal entry control procedureln connection with the completion of the audit floe fiscal year ended December 31,
2013, we determined that our controls over marauahjal entries were not operating effectively. $feally, we determined that
some manual journal entries were not supported sufficient documentation and were not adequatetjntely reviewed and
approved; nor were controls adequately designemsare entries recorded to a subsidiary at theocatg level in consolidation
were recorded in the appropriate periods once suiesely recognized on the local subsidiary ledc

Some of the material weaknesses described abowkein material misstatements in our annual aterim consolidated financial
statements, which were corrected in the Originat&ement and the Further Restatement, respectBebause of the foregoing matters, our
management has concluded that we did not maintegatiee internal control over financial reportiag of December 31, 2014.

Ernst & Young has issued an audit report on thectiffeness of our internal control over financegarting, which follows this report.
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Plans for Remediation

Our management has worked, and continues to wortréngthen 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 geribraddress and rectify the foregoing
material weaknesses. Since filing the Original Resbent, the Company has better aligned its cufiramice department staff, both
domestically and internationally, to enhance théese and oversight of the accounting and financefions. The Company has also added
several key positions in its finance departmerduiding director level roles in corporate accougti.S. accounting, and technical
accounting. The Company continues to implementeheediation plans described herein. These remediafforts are being undertaken
under the supervision of the Audit Committee.

We are committed to maintaining an effective cdntérovironment and making changes necessary to eeleffectiveness. This
commitment has been, and will continue to be, compated to and reinforced throughout our organiratAs part of this commitment, we
are implementing an internal audit program thagsalkito account the nature of our business andedbgraphies in which we conduct it. We
have also updated our code of conduct, and alemployees are required to annually acknowledge doenmitment to adhering to its
provisions. We have also informed all new employaas regularly remind all existing employees of évailability of our compliance hotlir
through which employees at all levels can anonyityaigomit information or express concerns regardiogounting, financial reporting and
other irregularities they may have become awar observed.

We are in the process of implementing and contgptinrefine the plan for remediation of the ineffee internal control over financial
reporting described above. In addition, we havégthesl and are implementing the specific remediatidratives described below:
Managemer's remediation plan with respect to controls ovev@énue recognition practices relating to the Comypadistributors:

e We have enhanced our revenue recognition trainiatgrals for all sales personn

e We have conducted training of sales personnelu@ing senior-level management) pursuant to odlatgd revenue recognition
training materials

e We have created and implemented an improved satéfication process to identify any sales widtvidtions from written sales
contracts

e We have added key personnel within our finangeadenent, which we believe will bring additionaVemue recognition expertise
to address our more complex revenue transactiohslpoensure that our revenue recognition poliarescorrectly applied; ar

e We are working to improve procedures with respethe proper communication, approval, documemntadind accounting review
of deviations from written sales contrac

Managemer's remediation plan with respect to controls ovee talculation of the Company’s accounts receivagderves:

e We have enhanced the calculation and review nhocounts receivable reserves, including enharmimgnodel to incorporate
separate consideration of deferred revenue i-pay when calculating estimated reser

e We have enhanced the account reporting struetithén our general ledger system to provide incegkisansparency of deferred
revenue versus contractual allowances;

e We have added key personnel within our finangeadenent, which we believe will bring additionalfei@ed revenue co-pay and
accounts receivable reserves exper

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

e We have enhanced controls over our model forrétgng inventory reserves to ensure that, oncerves are established in a
fiscal year, subsequent wi-ups based on demand are not recogni

e We have enhanced the calculation and review ofrmentory reserve analysis, including enhancingraodel to capture demand
considerations at the component level rather tharaggregated “kit” level, and increasing the ireohent of both finance and
operational personnel, which we expect to provieligen controls to assess excess and obsolete arydydsed on the current
inventory on hand in relation to the demand foreeas related reserves; a

e We have implemented new procedures and contyastermine and verify for each period the amoohtaventory purchase
obligations with third parties to assess if sucloants are considered excess amounts warranting/ee

57




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

We have changed our structure so that all ofangign subsidiaries’ accounting functions now mepo the VP of International
Accounting, who then, along with our domestic sdizsies’ accounting functions, report to the VP n€oller within the
corporate accounting function, which enhanceséelieew of, and provides additional corpor-level oversight of, their activitie:

We have established and hired a Director of @istand Process Improvement position, whose prirdatigs are the design and
implementation of processes and procedures togttren internal control over financial reportit

We have engaged a professional firm to perfostirtg and evaluation of the Company’s internal oast and to assist the
Company in designing and implementing additionadficial reporting controls and financial reportaumtrol enhancements; a

We are evaluating our accounting systems to ohéterappropriate enhancements, and a plan is legiecuted that includes
upgrading accounting systems at foreign locati

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

We have implemented a new accounting policyrsgfiorth specific requirements regarding suppordogumentation standards
and review and approval procedures for manual pluentries, including specifying the types and Is\zé review to be performe
based on specifically defined criteria associatéd the nature and magnitude of manual journaliesitianc

We have designed and conducted training for thewading group regarding manual journal entry prapan, documentation ar
timely review and approval procedures, along withancing procedures over subsequently recordingp@entries made at the
corporate level into the Compé's subsidiary general ledgers to ensure such amatmtgcorded within the appropriate peric

We believe the remediation steps outlined abovésmin some cases have already been implemented,itmproved and will continue
to improve the effectiveness of our internal colndrcer financial reporting. However, we have notngeted 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 pribgdd by management, including the
of manual mitigating control procedures, and wilitoy any additional tools and resources deemedssacy to provide assurance that our
financial statements continue to be fairly statedll 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, there have notdreechanges in our internal control over finanoéglorting during the fourth quarter
of 2014 that have materially affected or are reabgnlikely to materially affect, our internal coal 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 (8empany) internal control over financial reportesgjof December 31, 2014, based
on criteria established in Internal Control—InteégthFramework issued by the Committee of Sponsddirganizations of the Treadway
Commission (1992 framework) (the COSO criteriaxhOfix International N.V.$ management is responsible for maintaining effedtiterna
control over financial reporting, and for its assaent of the effectiveness of internal control dimancial reporting included in the
accompanying Management’s Report on Internal Cootrer Financial Reporting. Our responsibility ésexpress an opinion on the
Company’s internal control over financial reportingsed on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti8d&nited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheatigéénternal 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 reasonablesaesuregarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financékstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @)ige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use or disposition of the companysets that could have a material effect on the irstatements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @etmisstatements. Also, projections
any evaluation of effectiveness to future perioassabject 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 misstaternéttte companys annual or interim financial statements will netdrevented or detected
a timely basis. The following material weaknessgehbeen identified and included in managemengsssnent. Management has identified
material weaknesses in controls related to (1ptheention of revenue recognition in advance ofealknue recognition criteria being met for
certain distributor sales transactions enteredbgtthe Company’s domestic and international bissinmits, (2) estimating accounts
receivable reserves, (3) the computation and réugmf inventory reserves, (4) the oversight ottaier foreign subsidiaries due to the
particular risks associated with such subsidiages, (5) controls over the preparation and reviemanual 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, 2014 and 2013, anddla¢ed consolidated statements of
operations and comprehensive income (loss), changdmreholders’ equity, and cash flows for edttne three years in the period ended
December 31, 2014. These material weaknesses wesaered in determining the nature, timing an@etxof audit tests applied in our au
of these consolidated financial statements, argdréport does not affect our report dated AprilZ®15, which expressed an unqualified
opinion on those financial statements.

In our opinion, because of the effect of the matereaknesses described above on the achievem# objectives of the control
criteria, Orthofix International N.V. has not maiitted effective internal control over financial ogfing as of December 31, 2014, based on
the COSO criteria.

/sl Ernst & Young LLP
Dallas, Texas

April 29, 2015
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| tem 9B. Other Information

Not applicable.

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 ofifoal year covered by this annual report.

| tem 10. Directors, Executive Officers and Corporate Governace

We will provide information that is responsive histltem 10 regarding executive compensation ind@fiinitive 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” ariders possibly elsewhere therein.
That information is incorporated in this Item 10reference.

| tem 11. Executive Compensation

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 tfndhys after the end of the fiscal year coverethlsyannual report, in either case under
caption “Executive Compensation,” and possibly wlsere therein. That information is incorporatedhiis Item 11 by reference.

| tem 12. Security Ownership of Certain Beneficial Owners andvianagement and Related Stockholder Matters

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

| tem 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
our definitive proxy statement or in an amendmerthis annual report not later than 120 days dfterend of the fiscal year covered by this
annual report, in either case under the captiont&leRelationships and Related Transactions,”@ossibly elsewhere therein. That
information is incorporated in this Iltem 13 by mefece.

| tem 14. Principal Accountant Fees and Services

We will provide information that is responsive histltem 14 regarding principal accountant feessargdices in our definitive proxy
statement or in an amendment to this annual remmrater 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. iffiatmation is incorporated in this
Item 14 by reference.

60




PART IV

| tem 15. Exhibits, Financial Statement Schedules

(@) Documents filed as part of report on Form 10-K
The following documents are filed as part of tleipart on Form 10-K:
1. Financial Statemen
See “Index to Consolidated Financial Statementspage F-1 of this Form 10-K.
2. Financial Statement Schedu

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

3. Exhibits
Exhibit
Number Description
2.1 Asset Purchase Agreement, dated as of March 8, 2§1&nd between Tyco Healthcare Group LP d/b/adiew, Covidien AG,

Mallinckrodt do BrasilLtda, Kendall de Mexico S.8e C.V., Novamedix Limited, Novamedix Distributibimited, Novamedix
Services Limited, Promeca S.A. de C.V., OrthofixBtasil, OrthofixS.r.l., Orthofix S.A., Intavent @ofix Limited, Breg Mexicc
S. de R.l. de CV, and Implantes y Sistemas Medicas (filed as an exhibit to the Company’s curregort on Form 8-K filed
March 9, 2010 and incorporated herein by referet

2.2 Stock Purchase Agreement, dated as of April 2322b6¢ and among Breg, Inc., Orthofix Holdings, land Breg Acquisition
Corp. (filed as an exhibit to the Compi's current report on Forn-K filed April 24, 2012 and incorporated herein efarence)

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

3.2 Articles of Association of the Company as amendideld(as an exhibit to the Company’s annual reparEorm 10-K for the
fiscal year ended December 31, 2011 and incorpabitetesin by reference

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

10.2 First Amendment to Credit Agreement, dated May(4,12 among Orthofix Holdings, Inc., a Delaware cogtion, Orthofix
International N.V. (“Orthofix International”), a Nleerlands Antilles corporation, certain domestiedi and indirect subsidiaries
of Orthofix International, JPMorgan Chase Bank, Nas Administrative Agent, and certain lenderiparthereto (filed as an
exhibit to the Compar's current report on Forn-K filed May 5, 2011 and incorporated herein by refee).

10.3 Limited Waiver, entered into on August 14, 2013 amgl among Orthofix International N.V., Orthofix ldings, Inc. and certain
of its wholly owned subsidiaries, and certain lanplerties thereto. (filed as an exhibit to the Camps current report on Form 8-
K filed August 19, 2013 and incorporated hereirrdference)

10.4 Limited Waiver, entered into on August 14, 2014 dmgl among Orthofix International N.V., Orthofix ldings, Inc. and certain
of its wholly owned subsidiaries, and certain larirties thereto (filed as an exhibit to the Comps current report on Form 8-
K filed August 19, 2014 and incorporated hereirrddference)

10.5 Limited Waiver, entered into on September 30, 2@}/4and among Orthofix International N.V., Orthofboldings, Inc. and
certain of its wholly owned subsidiaries, and dertander parties thereto (filed as an exhibitte Company’s current report on
Form &K filed October 6, 2014 and incorporated hereindfgrence)

10.6 Commitment Reduction and Limited Waiver, dated fatanuary 15, 2015, by and among Orthofix Inteoral N.V., Orthofix
Holdings, Inc. and certain of their wholly ownedsidiaries, and certain lender parties theretedfds an exhibit to the
Compan’s current report on Forn-K filed January 16, 2015 and incorporated hereindigrence)

10.7 Limited Waiver, dated as of February 26, 2015, b among Orthofix International N.V., Orthofix Hadds, Inc. and certain of
their wholly owned subsidiaries, and certain lerpiaties thereto (filed as an exhibit to the Conyfgnurrent report on Form B-
filed February 27, 2015 and incorporated hereindfgrence)
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Exhibit
Number

Description

10.8f

10.9

10.10t

10.11t

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

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

Amendment No. 1 to Matrix Commercialization Colladion Agreement, dated as of December 15, 201@nybetween
Musculoskeletal Transplant Foundation, Inc. anch@fix 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 Colladon Agreement, dated as of January 9, 2012nbybatween
Musculoskeletal Transplant Foundation, Inc. anch@fix Holdings, Inc. (filed as an exhibit to amengimno. 1 to the Compars/’
annual report on Form -K/A for the year ended December 31, 2011 and irm@ated herein by referenci

Amendment No. 3 to Matrix Commercialization Colladtion Agreement, entered into on July 1, 2013 effettive as of June 2
2013, by and between Musculoskeletal Transplanh&ation, Inc. and Orthofix Holdings, Inc. (filed as exhibit to the
Compan’s current report on Forn-K filed July 8, 2013 and incorporated herein byerefice)

Amendment No. 4 to Matrix Commercialization Colladion Agreement, entered into on April 1, 2014 aoyl between
Musculoskeletal Transplant Foundation, Inc. anch@fix Holdings, Inc. (filed as an exhibit to the l@pany’s current report on
Form &K filed April 7, 2014 and incorporated herein byerence)

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

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

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

Form of Employee Non-Qualified Stock Option Agreemender the Orthofix International N.V. 2012 Lomgfm Incentive Plan
— July 2014-Present Grants (Time-Based Vestintgdfas an exhibit to the Company’s quarterly reparEorm 10-Q for the
quarter ended September 30, 2014 and incorporateinhby reference

Form of Employee Restricted Stock Grant Agreemeuen the Orthofix International N.V. 2012 Long-Telmeentive Plan July
2014-Present Grants (Time-Based Vesting) (filedraexhibit to the Company’s quarterly report onrirdi0-Q for the quarter
ended September 30, 2014 and incorporated hereiefégence)

Form of Employee Performance Vesting RestrictealS@rant Agreement under the Orthofix Internatiadal. 2012 Long-
Term Incentive Plan — July 2014 Grants (filed ag=nibit to the Company’s quarterly report on Fd@AQ for the quarter ended
September 30, 2014 and incorporated herein byenece).

Form of Non-Employee Director Restricted Stock Grdgreement under the Orthofix International N.X012 Long-Term
Incentive Plan — July 2014-Present Grants (TimeeBa#esting) (filed as an exhibit to the Companyisuderly report on Form
1C-Q for the quarter ended September 30, 2014 andpacated herein by referenc

Form of Employee Non-Qualified Stock Option Agreemender the Orthofix International N.V. 2012 Lomgfm Incentive Plan
(pre-2014 grants) (filed as an exhibit to the Comypmannual report on Form 10-K for the fiscal yeaded December 31, 2012
and incorporated herein by referenc

Form of Non-Employee Director Non-Qualified Stockt®n Agreement under the Orthofix International/N2012 Long Term
Incentive Plan. (filed as an exhibit to the Compamnnual report on Form 10-K for the fiscal yeaded December 31, 2012 and
incorporated herein by referenc

Form of Employee Restricted Stock Grant Agreemeunen the Orthofix International N.V. 2012 Long Tehmeentive Plan (pre-
2014 grants) (filed as an exhibit to the Compaiyiaual report on Form 10-K for the fiscal year ehBecember 31, 2012 and
incorporated herein by referenc

Form of Non-Employee Director Restricted Stock Gragreement under the Orthofix International N.X012 Long Term
Incentive Plan (pre-2014 grants) (filed as an eiiibthe Company’s annual report on Form 10-Ktfee fiscal year ended
December 31, 2012 and incorporated herein by nefede

Form of Employee Non-Qualified Stock Option Agreemender the Orthofix International N.V. Amendedidestated 2004
Long-Term Incentive Plan (post-2008 grants) (fiksdan exhibit to the Company’s current report omF8-K filed July 7, 2009
and incorporated herein by referenc
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10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

Form of Non-Employee Director Non-Qualified Stocktdn Agreement under the Orthofix International/NAmended and
Restated 2004 Long-Term Incentive Plan (post-2088tg) (filed as an exhibit to the Company’s curreport on Form & filed
July 7, 2009 and incorporated herein by referer

Form of Nonqualified Stock Option Agreement under Orthofix International N.V. Amended and Rest&1664 Long Term
Incentive Plan (pre-2009 grants—vesting over 3 gjediled as an exhibit to the Company’s currempiont on
Form &K filed June 20, 2008 and incorporated herein ligremce)

Form of Nonqualified Stock Option Agreement under Orthofix International N.V. Amended and Rest&664 Long Term
Incentive Plan (pre-2009 grants— year cliff vesli(fded as an exhibit to the Company’s currentaemn Form 8-K filed
June 20, 2008 and incorporated herein by refere

Form of Restricted Stock Grant Agreement undeiQhéofix International N.V. Amended and Restate@420Qong Term
Incentive Plan (pre-2011 grants—vesting over 3gjediled as an exhibit to the Company’s curreipiont on Form 8-K filed
June 20, 2008 and incorporated herein by refere

Form of Restricted Stock Grant Agreement undeiQhofix International N.V. Amended and Restate8420ong 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 incorpabitetesin by reference

Form of Restricted Stock Grant Agreement undeiQhofix International N.V. Amended and Restate8420ong Term
Incentive Plan (3 year cliff vesting) (filed as exhibit to the Company’s current report on Form &it&d June 20, 2008 and
incorporated herein by referenc

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

Amended and Restated Employment Agreement, enietiednd effective as of July 1, 2009, by and betw®rthofix Inc. and
Michael M. Finegan (filed as an exhibit to the Ca@myp's current report on Form 8-K filed July 7, 200%d incorporated herein
by reference)

Amendment No. 1 to Amended and Restated Employigrégement, dated August 4, 2009, by and betweemofixtinc. and
Michael M. Finegan (filed as an exhibit to the Camy's quarterly report on Form 1D-or the quarter ended September 30, :
and incorporated herein by referenc

Amendment No. 2 to Amended and Restated Employigrégement, dated as of October 1, 2011, by anddmtvDrthofix Inc.
and Michael M. Finegan (filed as an exhibit to @@mpany’s current report on Form 8-K filed OctodeP011 and incorporated
herein by reference

Amendment No. 3 to Amended and Restated Employigrégement, dated as of August 29, 2012, by and dertvOrthofix Inc.
and Michael Finegan (filed as an exhibit to the @any’s current report on Form 8-K filed August 20,12 and incorporated
herein by reference

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

Employment Agreement, entered into as of JanuaPp¥3, by and between Orthofix Inc. and Emily Bux{@iled as an exhibit t
the Compan’s current report on Forn-K filed January 11, 2013 and incorporated hereindfgrence)

Amendment #1 to Employment Agreement, dated agbflary 27, 2014, between Orthofix and Emily Buxtiiled as an exhib
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 a®=hibit to the
Compan’s current report on Forn-K filed July 7, 2009 and incorporated herein byerefice)

Employment Agreement, effective as of March 13,201y and between Orthofix Inc. and Bradley R. Mefded 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 Agreaimmdated March 13, 2013, between Orthofix Intéomat! N.V. and
Bradley R. Mason (filed as an exhibit to the Compseurrent report on Form 8-K filed March 13, 2043 incorporated herein
by reference)
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Exhibit

Number Description

10.42 Restricted Stock Grant Agreement under the Orthiofigrnational N.V. 2012 Long-Term Incentive Pldated March 13,

2013, between Orthofix International N.V. and BegdR. Mason (filed as an exhibit to the Companysent report on Form B-
filed March 13, 2013 and incorporated herein bgmrefice)

10.43 Letter Agreement, dated May 9, 2013, between OrtHot. and Vicente Trelles (filed as an exhibitth@® Company’s current
report on Form -K filed May 14, 2013 and incorporated herein byerehce)

10.44 Letter Agreement, entered into on June 18, 2018ydmn Orthofix Inc. and Brian McCollum (filed as exhibit to the Companyg’
current report on Form-K filed June 20, 2013 and incorporated herein ligremce).

10.45 Consulting Letter Agreement, dated as of Novemb@033, between Orthofix International N.V. and éark. Gero (filed as an
exhibit to the Compar's current report on Forn-K filed November 6, 2013 and incorporated hereindfgrence)

10.46 Employment Agreement, dated November 26, 2013 niybeetween Orthofix AG and Davide Bianchi (filedaasexhibit to the
Compan's quarterly report on Form -Q for the quarter ended March 31, 2014 and incatedrherein by referenct

10.47 Amended and Restated Employment Agreement, efieeivof November 20, 2014, by and between Orthofecnational N.V.,
Davide Bianchi and, solely for purposes of certpacified provisions, Orthofix AG (filed as an exhito the Company’s current
report on Form8-K filed November 28, 2014 and incorporated hergimdference)

10.48 Employment Agreement, entered into and effectivefdday 5, 2014, by and between Orthofix Inc. andrMA. Heggestad (file
as an exhibit to the Compé’s current report on Forr8-K filed May 8, 2014 and incorporated herein by refee).

10.49 Inducement Grant Non-Qualified Stock Option Agreaimdated May 5, 2014, between Orthofix Internadidd.V. and Mark A.
Heggestad (filed as an exhibit to the Company’senurreport on Form 8-K filed May 8, 2014 and irparated herein by
reference)

10.50 Inducement Grant Restricted Stock Agreement, dstizgl 8, 2014, between Orthofix International N.Vdavark A. Heggestad
(filed as an exhibit to the Compé’s current report on Forr8-K filed May 8, 2014 and incorporated herein by refee).

10.51 Employment Agreement, entered into and effectivefé®eptember 4, 2014, between Orthofix Inc. anddRice (filed as an
exhibit to the Compar's current report on Forn-K filed September 8, 2014 and incorporated hergireference)

10.52 Amendment No. 1 to Employment Agreement, enteréaland effective as of October 3, 2014, betweehd@ir Inc. and Doug
Rice (filed as an exhibit to the Compi's current report on Formr-K filed October 6, 2014 and incorporated hereimdference)

10.53 Settlement Agreement, entered into on June 6, 20h&ng the United States of America, acting thraihghUnited States
Department of Justice and on behalf of the Offitknspector General of the Department of Health Hochan Services, the
TRICARE Management Activity, through its Generalu@ieel, the Office of Personnel Management , isatsacity as
administrator of the Federal Employees Health BenPfrogram, the United States Department of Veté&féairs, Orthofix
International N.V. and relator Jeffrey J. Bierméited as an exhibit to the Company’s current reporf-orm 8-K/A filed June 7,
2012 and incorporated herein by referen

10.54 Amended Plea Agreement entered into on Decembe2ii, among the United States Attorney for theri@isof Massachusett
the Department of Justice and Orthofix Inc. (fildan exhibit to the Company’s current report om+8-K filed December 19,
2012 and incorporated herein by referen

10.55 Corporate Integrity Agreement, entered into on Jur012, between the Office of Inspector Genefr#th® Department of Health
and Human Services and Orthofix International Nfed as an exhibit to the Company’s current répaor Form 8-K/A filed
June 7, 2012 and incorporated herein by refere

21.1* List of Subsidiarie:

23.1* Consent of Independent Registered Public Accouriing

31.1* Rule 13i-14(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 Oéficand Certification of Chief Financial Offic
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Exhibit

Number Description

101 The following financial statements from Orthofixénnational N.V. on Form 10-K for the year ended®uaber 31, 2014
filed on April 29, 2015, formatted in XBRL: (i) Csenlidated Balance Sheets, (ii) Consolidated Statésraf Operations and
Comprehensive Income (Loss), (iii) ConsolidatedeSteents of Changes in Shareholders’ Equity, (ivigbtidated Statements of
Cash Flows, and (v) the Notes to the Consolidatedrf€ial Statement

Filed with this Form 1-K.

Certain confidential portions of this exhibitn@emitted by means of redacting a portion of the.tThis exhibit has been filed
separately with the Secretary of the Commissiohavit redactions pursuant to our Application Regagstonfidential Treatment unc
the Securities Exchange Act of 19.
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SIGNATURES

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

ORTHOFIX INTERNATIONAL N.V.

Dated: April 29, 201! By: /s/ BRADLEY R. MASON

Name:; Bradley R. Mason

Title: President and Chief Executive Officer, Director
Dated: April 29, 201! By: /s DOUG RICE

Name:; Doug Rice

Title: Chief Financial Officer

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

Name Title Date
/s/ BRADLEY R. MASON President and Chief Executive Officer, Director April 29, 2015
Bradley R. Mason (Principal Executive Officer)
/sl DOUG RICE Chief Financial Officer April 29, 2015
Doug Rice (Principal Financial and Accounting Officer)
/sl RONALD A. MATRICARIA Chairman of the Board of Directors April 29, 2015
Ronald A. Matricaria
/sl LUKE FAULSTICK Director April 29, 2015
Luke Faulstick
/sl JAMES HINRICHS Director April 29, 2015
James Hinrichs
/sl GUY JORDAN Director April 29, 2015
Guy Jordan
/sl ANTHONY MARTIN Director April 29, 2015
Anthony Martin
/sl MARIA SAINZ Director April 29, 2015
Maria Sainz
/sl DAVEY S. SCOON Director April 29, 2015

Davey S. Scoon
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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 relatestnmdition that are presented in this
report. The consolidated financial statements, witiclude amounts based on management’s estimadigsidgments, have been prepared in
conformity with accounting principles generally apted in the United States. Other financial infaorain the report to shareholders is
consistent with that in the consolidated finanstatements.

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

The Company engaged Ernst & Young LLP independsgistered public accountants to audit and rendepéarion on the
consolidated financial statements in accordancle aiditing standards of the Public Company Accan@versight Board (United States).
These standards include an assessment of the systémternal controls and test of transactionth&oextent considered necessary by them to
support their opinion.

The Board of Directors, through its Audit Committansisting solely of outside directors of the Camy meets periodically with

management and our independent registered puldauatants to ensure that each is meeting its redipibties and to discuss matters
concerning internal controls and financial repagtirnst & Young LLP has full and free access ®Aludit Committee.

James F. Hinrichs
Chairman of the Audit Committee

Bradley R. Mason
President and Chief Executive Officer, Director

Doug Rice
Chief Financial Officer
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ORTHOFIX INTERNATIONAL N.V.
Index to Consolidated Financial Statements

Page
Index to Consolidated Financial Stateme F-1
Report of Independent Reqgistered Public Accourfiman F-2
Consolidated Balance Sheets as of December 31, &84 201: F-3
Consolidated Statements of Operations and Compseleemcome (Loss) for the years ended Decembe2®14, 2013 and 201 F-4
Consolidated Statements of Changes in Shareh’ Equity for the years ended December 31, 2014, 20032017 F-5
Consolidated Statements of Cash Flows for the yaadsd December 31, 2014, 2013 and ¢ F-6
Notes to the Consolidated Financial Statem F-7
Schedule —Condensed Financial Information of Reqgistrant Oithimternational N.V. S1
Schedule —Valuation and Qualifying Accoun S5

All other schedules for which provision is madetia applicable accounting regulation of the Semsriand Exchange Commission are
not required under the related instructions orirgaeplicable and therefore have been omitted.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsineets of Orthofix International N.V. (“the Ccang”) as of December 31,
2014 and 2013, and the related consolidated stattsrméoperations and comprehensive income (lebshges in shareholders’ equity, and
cash flows for each of the three years in the plezinded December 31, 2014. Our audits also incltideé@inancial statement schedule listed
in the index at Item 15(a). These financial statetmand schedule are the responsibility of the Gomls management. Our responsibility is
to express an opinion on these financial staten@mmsschedule based on our audits.

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

In our opinion, the financial statements referedlbove present fairly, in all material respedts,¢onsolidated financial position of
Orthofix International N.V. at December 31, 201412013, and the consolidated results of its opamatand its cash flows for each of the
three years in the period ended December 31, 20 édnformity with U.S. generally accepted accoogtprinciples. Also, in our opinion, the
related financial statement schedule, when conaitlier relation to the basic consolidated finansiatements taken as a whole, presents fairly
in all material respects the information set fattarein.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), Orthofix
International N.V.’s internal control over finantiaporting as of December 31, 2014, based onriigstablished in Internal Control—
Integrated Framework issued by the Committee ohSpng Organizations of the Treadway Commissi@®2lframework) and our report
dated April 29, 2015 expressed an adverse opihierebn.

/sl Ernst & Young LLP

Dallas, Texas
April 29, 2015




ORTHOFIX INTERNATIONAL N.V.
Consolidated Balance Sheets as of December 31, 2@h4 2013

(U.S. Dollars, in thousands except share and pethare data) 2014 2013
Assets
Current asset:
Cash and cash equivalel 36,81t $ 28,92/
Restricted cas 34,42¢ 23,761
Trade accounts receivable, less allowances of $7a28
$9,111 at December 31, 2014 and 2013, respéc 61,35¢ 70,811
Inventories 59,84¢ 72,67¢
Deferred income taxe 37,41z 39,99¢
Prepaid expenses and other current a: 26,552 28,93:
Total current asse 256,40¢ 265,10¢
Property, plant and equipment, | 48,54¢ 54,37z
Patents and other intangible assets 7,152 9,04¢€
Goodwill 53,56¢ 53,56¢
Deferred income taxe 18,541 22,392
Other lon¢-term asset 8,97( 7,492
Total asset 393,18t $ 411,97¢
Liabilities and shareholders’ equity
Current liabilities:
Trade accounts payak 13,22: 20,67¢
Other current liabilitie: 53,22( 49,67¢
Total current liabilities 66,44: 70,35(
Long-term debi — 20,00(
Deferred income taxe 229 13,02¢
Other lon¢-term liabilities 26,88¢ 12,73¢
Total liabilities 93,55¢ 116,11:
Contingencies (Note 1°
Shareholder equity
Common shares $0.10 par value; 50,000,000 shatlesreaed; 18,611,495
and 18,102,335 issued and outstanding as ofdeee31, 2014 and
2013, respectivel 1,861 1,81C
Additional paic-in capital 232,78¢ 216,65
Retained earning 65,36( 73,891
Accumulated other comprehensive (loss) ince (382 3,502
Total shareholde’ equity 299,62’ 295,86:
Total liabilities and sharehold¢ equity 393,18t $ 411,97¢

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




ORTHOFIX INTERNATIONAL N.V.

Consolidated Statements of Operations and Comprehsive Income (Loss)

For the years ended December 31, 2014, 2013 and 201

(U.S. Dollars, in thousands, except share and peshare data) 2014 2013 2012
Product sale 351,52 % 349,55 $ 393,641
Marketing service fee 50,752 48,05¢ 46,542
Net sales 402,27 397,61 440,18¢
Cost of sale: 98,912 106,91: 100,72¢
Gross profit 303,36t 290,69¢ 339,46
Operating expense
Sales and marketir 166,54 175,46¢ 178,77
General and administrati 76,79C 64,83( 53,65(
Research and developmt 24,99 26,76¢ 28,571
Amortization of intangible asse 2,284 2,687 2,29¢
Costs related to the accounting review and reseté 15,61¢ 12,94~ —
Impairment of Goodwil — 19,19: —
Charges related to U.S. Government resolutionsgN@) — — 1,29t
286,22¢ 301,89 264,59
Operating income (los! 17,13¢ (12,197 74,872
Other income and (expens
Interest expense, n (1,78%) (1,827) (4,1617)
Other (expense) incon (2,895 2,41€ (1,64€)
(4,680) 589 (5,807)
Income (loss) before income tax 12,45¢ (10,609) 69,06t
Income tax expens (16,200 (7,602) (23,949
Net (loss) income from continuing operatic (3,744) (18,20¢5) 45,121
Discontinued operations (Note 1
Gain on sale of Breg, Inc., net of t — — 1,34¢
Loss from discontinued operatio (7,157) (15,510 (3,499
Income tax benefit (expens 2,364 4,90z (120)
Net loss from discontinued operatic (4,793) (10,607%) (2,269)
Net (loss) incom (8,537 $ (28,812 $ 42,852
Net income (loss) per common sk—basic:
Net (loss) income from continuing operatic (0.200 $ 0.97) $ 2.38
Net loss from discontinued operatic (0.26) (0.57) (0.12)
Net (loss) income per common st—basic (0.46) $ (1.59) $ 2.2€
Net income (loss) per common sk—diluted:
Net (loss) income from continuing operatic (0.20) $ 097 $ 2.33
Net loss from discontinued operatic (0.26) (0.57) (0.12
Net (loss) income per common st—diluted (0.46) $ (159 $ 2.21
Weighted average number of common she
Basic 18,459,05: 18,697,22 18,977,26.
Diluted 18,459,05: 18,697,22 19,390,41.
Other comprehensive income (loss), before
Translation adjustmel (4,139 $ (1,70¢) $ 1,131
Unrealized gain (loss) on derivative instrum 307 (443) 416
Other comprehensive (loss) income, before (3,82€) (2,157) 1,547
Income tax related to components of other compr&tienincome (59) 164 (153)
Other comprehensive (loss) income, net of (3,88E) (1,987) 1,394
Comprehensive (loss) incor (12,422) $ (30,799) $ 44,24¢

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




ORTHOFIX INTERNATIONAL N.V.

Consolidated Statements of Changes in Shareholdersguity

For the years ended December 31, 2014, 2013 and 201

Number of Accumulated
Common Additional Other Total
Shares Common Paid-in Retained  Comprehensive Shareholders’
(U.S. Dollars, in thousands, except share data) Qutstanding Shares Capital Earnings (Loss) Income Equity
At December 31, 201 18,465,44. $ 1,84€ $214,50¢ $ 59,857 $ 4,09 $ 280,30¢
Net income — — — 42,85 — 42,85z
Unrealized gain on derivative instrument (net of
tax expense of $15. — — — — 263 263
Translation adjustmel — — — — 1,131 1,131
Sharebased compensation expel — — 6,303 — — 6,302
Common shares issu 873,88¢ 88 25,49¢ — — 25,58¢
At December 31, 201 19,339,320 $ 1,934 $246,30¢ $102,70¢ $ 549C $ 356,43¢
Net loss — — — (28,812 — (28,817)
Unrealized loss on derivative instrument (net of
tax benefit of $164 — — — — (279 (279
Translation adjustmel — — — — (1,708 (1,708)
Shar-based compensation expel — — 6,267 — — 6,267
Common shares issu 200,58¢ 20 3,43C — — 3,45(C
Retirement of repurchased common st (1,437,579) (144) (39,350 — — (39,49¢)
At December 31, 201 18,102,33' $ 1,81C $216,65: $ 73,897 $ 3,50 $ 295,86:
Net loss — — — (8,537) — (8,537)
Unrealized gain on derivative instrument (net of
tax expense of $5! — — — — 248 248
Translation adjustmel — — — — (4,137) (4,139%)
Shar-based compensation expe! — — 5,724 — — 5,724
Common shares issui 509,16( 51 10,411 — — 10,46%
At December 31, 201 18,611,49' $ 1,861 $232,78¢ $ 65,36( $ (382) $ 299,62:

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




ORTHOFIX INTERNATIONAL N.V.

Consolidated Statements of Cash Flows
For the years ended December 31, 2014, 2013 and 201

(U.S. Dollars, in thousands 2014 2013 2012
Cash flows from operating activitie
Net (loss) incom $ (8,537 $ (28,817 $ 42,85%
Adjustments to reconcile net (loss) income to reshcprovided by
operating activities
Depreciation and amortizatic 22,87¢ 22,82: 20,73¢
Amortization of debt cosi 726 720 1,737
Amortization of exclusivity agreemer 1,92¢ 1,54¢ 1,28¢
Provision for doubtful accoun 938 4,59( 2,212
Deferred income taxe (7,053 2,82¢ 3,771
Shar-based compensatic 5,724 6,267 6,30%
Impairment of goodwill and certain ass 966 19,19: —
Gain on sale of Breg, Inc., net of t — — (1,345
Excess income tax benefit on employee s-based award (206) (82) (2,020)
Other 821 4,53¢€ 4,79¢
Changes in operating assets and liabilities, neffett of dispositions
Trade accounts receivalt 6,13€ 28,562 (11,12¢)
Inventories 8,10¢ (3,219 (384)
Escrow receivabl — — 41,537
Prepaid expenses and other current a: 5,10C 8,764 (14,575
Trade accounts payak (6,457) (2,280) 4,57t
Charges related to U.S. Government resolut — — (83,17¢)
Other current liabilitie: 5,45¢€ 6,96¢ (5,239
Other lon¢-term asset (734) (5,329 (3,39)
Other lon¢term liabilities 15,154 (40) 616
Net cash provided by operating activit 50,95¢ 67,04z 10,162
Cash flows from investing activitie
Capital expenditures for property, plant and eqept (18,069 (24,787) (27,994
Capital expenditures for intangible ass (456) (4,89)) (780)
Purchase of other investme (1,457) (1,374 (714)
Proceeds from sale of other investme 32 — 878
Net proceeds from sale of Breg, I — — 153,77:
Net cash (used in) provided by investing activi (19,950 (31,052 125,16:
Cash flows from financing activitie
Net proceeds from issuance of common sh 10,462 3,45C 25,58¢
Repayments of lor-term debr (20,000 (16) (188,695
Repayment of bank borrowings, r — — (2,297)
Changes in restricted ca (10,66%2) (2,375) 25,79¢
Purchase of common sto — (39,494 —
Excess income tax benefit on employee s-based award 206 82 1,02C
Net cash used in financing activiti (19,9949 (38,359 (137,58)
Effect of exchange rate changes on ¢ (3,123) 520 286
Net increase (decrease) in cash and cash equiy 7,891 (1,849 (1,97¢)
Cash and cash equivalents at the beginning ofehe 28,924 30,767 32,74:
Cash and cash equivalents at the end of the $ 36,81t $ 28,92¢ $ 30,767
Supplemental disclosure of cash flow information:
Cash paid during the year fc
Interest $ 1,31t $ 2,046 $ 4,56¢
Income taxe: $ 2,22z $ 8,772  $ 18,26¢

The accompanying notes form an integral part o$¢heonsolidated financial statements.
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ORTHOFIX INTERNATIONAL N.V.
Notes to the Consolidated Financial Statements
Description of business

Orthofix International N.V. is a diversified, glolrmedical device company focused on improving pesidives by providing superior
reconstructive and regenerative orthopedic andesgitutions to physicians worldwide. Headquarténddewisville, TX., the Company has
four strategic business units that include BioStiologics, Extremity Fixation and Spine Fixatiddrthofix products are widely distributed
via the Company's sales representatives, distripatiod its subsidiaries. In addition, Orthofix adlaborating on research and development
activities with leading clinical organizations suzhthe Musculoskeletal Transplant Foundation had'exas Scottish Rite Hospital for
Children.

1. Summary of significant accounting policies
(@) Basis of consolidation

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 and transactiare eliminated in consolidation.

(b) Use of estimates in preparation of financialtatements

The preparation of financial statements in conftymiith United States generally accepted accouriiggciples (“U.S. GAAP”)
requires management to make estimates and assas it affect the reported amounts of assetsiabitities and disclosure of contingent
assets and liabilities at the date of the finamstialements and the reported amounts of revenukesxaenses during the reporting period. On
an ongoing basis, we evaluate these estimatesding those related to contractual allowances, tfab@iccounts, inventories, potential
intangible assets and goodwill impairment, incomes$, and shaigased compensation. We base our estimates onitéstexperience, futu
expectations and on other relevant assumptionsathaielieved to be reasonable under the circumssathe results of which form the basis
for making judgments about the carrying valuesssiess and liabilities that are not readily appafiem other sources. Actual results could
differ from those estimates.

(c) Foreign currency translation

The financial statements for operations outsidd_thiged 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 averéggafiexchange prevailing during the year. Gantslasses resulting from the translatior
foreign currency are recorded in the accumulatedratomprehensive income component of shareholdgrsty. Transactional foreign
currency gains and (losses), including those géegifeom intercompany operations, are includecdtireoexpense, net and were $2.4 million
loss, $0.5 million loss and $0.4 million loss fbetyears ended December 31, 2014, 2013 and 2Gh#&atévely.

(d) Cash and cash equivalents

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

(e) Restricted cash

Restricted cash consists of cash held at certdisidiaries, the distribution or transfer of whichQ@rthofix International N.V. (the
“Parent”) or other subsidiaries that are not parteethe credit facility described in Note 7 istriesed. 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.

(f)  Market risk

In the ordinary course of business, the Comparyp®sed to the impact of changes in interest eatdgoreign currency fluctuations. The
Company'’s objective is to limit the impact of sunbvements on earnings and cash flows. In ordecti@ee this objective, the Company seeks
to balance its non-U.S. dollar denominated inconteexpenditures. During 2014, 2013 and 2012, threfamy made use of a foreign currency
swap agreement to manage cash flow exposure gedérain foreign currency fluctuations.
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The Company generally does not require collatendtade receivables.

(9) Inventories

Inventories are valued at the lower of cost oneetied net realizable value, after provision foressg obsolete or impaired items, which is
reviewed and updated on a periodic basis by manageifor inventory procured or produced, whetherirally or through contract
manufacturing arrangements, at our manufacturioigtfain Italy, cost is determined on a weightedkeage basis, which approximates the first-
in, first-out (“FIFO”) method. For inventory proed or produced, whether internally or through amttmanufacturing arrangements, at our
manufacturing facility in Texas, standard costsicwlapproximates actual cost on the FIFO methaasésl to value inventory. Standard costs are
reviewed annually by management, or more oftehéretvent circumstances indicate a change in cestdrirred. The valuation of work-in-
process, finished products, field inventory andsigmment inventory includes the cost of materialsor and other production costs. Field
inventory represents immediately saleable finighrediucts inventory that is in the possession oftbmpany’s independent sales
representatives. Consignment inventory represemtgediately saleable finished products locatediat trarty customers, such as distributors
hospitals.

The Company adjusts the value of its inventonhmdxtent management determines that the cost thamecovered due to
obsolescence or other factors. In order to maksetheterminations, management uses estimatesuoé fiémand and sales prices for each
product to determine the appropriate inventorymasseand to make corresponding adjustments toatging value of these inventories to
reflect the lower of cost or market value. In theret of a decrease in demand for the Company’suyatsdor a higher incidence of inventory
obsolescence, the Company could be required teaserits inventory reserves, which would increase af sales and decrease gross profit.

Work-in-process, finished products, field inventaryd consignment inventory include material, ladid production overhead costs.
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 revenoegeition criteria have been met, revenue previotestorded as deferred and associated
of sales are recognized.

(h) Long-lived assets, including intangibles

Property, plant and equipment is stated at costdesumulated depreciation. Costs include all edipa@res necessary to place the asset
in service, including freight and sales and usegsaflant equipment also includes instrumentatedd by customers and is generally used to
facilitate the implantation of the Company’s protiithe associated cost and accumulated depretegiof December 31, 2014 was $62.0
million and ($46.2 million), respectively. Depreiitm is computed on a straight-line basis ovenubeful lives of the assets. Depreciation of
leasehold improvements is computed over the shoftre lease term or the useful life of the asbeé useful lives are as follows:

Years
Buildings 25 to 3:
Plant equipment and instrumentat 2to 1C
Furniture and fixture 4to0 €

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

Patents and other intangible assets are recordaxstator when acquired as a part of a businessioation at estimated fair value.
These assets primarily include patents and otlentdogy agreements, and trademarks. ldentifiatinpible assets, which are considered
definite lived, are amortized over their usefuekwsing a method of amortization that reflectspétgern in which the economic benefit of the
intangible assets is consumed. The Company’s waiigiiterage amortization period for developed telclyies is 11 years.

Intangible and long-lived assets with finite livesch as patents and other technology agreemeeatesied for impairment whenever
events or changes in circumstances have occuratavtiuld indicate impairment or a change in theaiemg useful life. If an impairment
indicator exists, the Company tests the asseefmwerability. For purposes of the recoverabilistt the Company groups its long-lived or
intangible assets with other assets and liabildatethe lowest level of identifiable cash flowsh& asset does not generate cash flows
independent of other assets and liabilities. Ifdheying value of the asset (asset group) excieds
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undiscounted cash flows expected to result fromuieeand eventual disposition of the asset (assapy the Company will write the carryi
value down to the fair value in the period ideetifi

The Company generally calculates fair value of imgd and intangible assets as the present vdlestonated future cash flows. In
determining the estimated future cash flows assediaith the assets, the Company uses estimategsandptions about future revenue
contributions, cost structures and remaining udefes of the asset (asset group). The use ofratie assumptions, including estimated cash
flows, discount rates, and alternative estimateaairing useful lives could result in different aslktions of impairment.

(i) Goodwill

The Company tests goodwill at least annually fogpamment. The Company tests more frequently ifdatbrs are present or changes in
circumstances suggest that impairment may existsd@ndicators 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 ond lexlow an operating segment, referred to as @tiag unit. 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 records goodwill basedloa 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 structure and consequently reallocatectéirying value of goodwill from its previous refdg units to its new reporting units ba
on the relative fair value of each new reporting tmtotal enterprise value at July 1, 2013.

As a result of the Company’s change in reportimgcstire on July 1, 2013, the Company re-allocateatwill to each reporting unit.
We estimated the fair value of each reporting usibhg a weighting of fair values derived from andme approach, a cost approach, and a
market approach (all Level 3 fair value measuresjehinder the income approach, we calculated tiheddue of each reporting unit based
on the present value of its estimated future ckstst Cash flow projections are based on our eséisaf revenue growth rates and operating
margins, taking into consideration industry andkeaconditions. The discount rate used was basdbeoweighted average cost of capital
adjusted for the risks associated with the repgrtinit and the projected cash flows. The cost agranvolves methods of determining a
Company’s value by analyzing the market value @bmpanys assets. The market approach estimates fair bakkexd on market multiples
revenue and earnings of comparable publicly tramedpanies that have similar operating and investitiggracteristics as our reporting ur

Upon estimating the fair value of the reportingtsinive determined it was less than its carryingedbr two of our reporting units,
Extremity Fixation and Spine Fixation. As a resulg performed step two of the impairment analysid @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, totaling22 million, during the third quarter of
2013.

The Company’s annual goodwill impairment analysisich was performed qualitatively during the fougtirarter of 2014, did not
result in any additional impairment charge for eitthe BioStim or Biologics reporting units, th@oeting units with remaining goodwill. Tk
qualitative analysis, which is referred to as ste, considered all relevant factors specifih®reporting units, including macroeconomic
conditions, industry and market considerationsyalVénancial performance and relevant entity-sfieevents.

() Derivative instruments

The Company manages its exposure to fluctuatiny 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 expectedrmin effective

F-9




in future periods. If it is determined that a dative is not (or has ceased to be) effective asdgd, the Company will discontinue the related
hedge accounting prospectively. Such a determimatimuld be made when (1) the derivative is no lorgiective in offsetting changes in t
cash flows of the hedged item; (2) the derivatixgires or is sold, terminated or exercised; omi@nagement determines that designating the
derivative as a hedging instrument is no longera@mpate. Ineffective portions of changes in thie ¥alue of cash flow hedges are recognized
in earnings.

The Company records all derivatives as either agsdiabilities on the balance sheet at their eetipe fair values. For a cash flow
hedge, the effective portion of the derivative’suebe in fair value (i.e., gains or losses) is aflijireported as a component of other
comprehensive income, net of related taxes, ansesjutently reclassified into net earnings in théogethe hedged transaction affects
earnings.

The Company utilizes a cross currency swap to nmaitagoreign currency exposure related to a portibthe Company’s
intercompany receivable of a U.S. dollar functioomrency subsidiary that is denominated in Eutwe Tross currency swap has been
accounted for as a cash flow hedge in accordanteA8C Topic 815Derivatives and Hedging.

(k) Accumulated other comprehensive income (loss)

Accumulated other comprehensive income (loss) mspresed of foreign currency translation adjustmemtd the effective portion of
the gain (loss) on the Company’s cross-currencypswaich is designated and accounted for as aftasthedge (see Note 9) and the
unrealized gain (loss) on warrants. The compongfirisid changes in accumulated other comprehensiegrie (loss) are as follows:

Foreign
Currency Accumulated Other
Translation Change in Comprehensive
(U.S. Dollars in thousands Adjustments Fair Value (Loss) Income
Balance at December 31, 2012 (Resta 5,35¢ 131 5,49C
Unrealized loss on derivative instruments, netaf t
benefit of $16: — (279 (279
Foreign currency translation adjustment (1,708) — (1,70%)
Balance at December 31, 2013 (Resta $ 3,651 $ (148) $ 3,50¢
Unrealized gain on cross-currency swaps, net of tax
expense of $5 — 248 248
Foreign currency translation adjustment (4,139 — (4,133
Balance at December 31, 20 $ (482) $ 100 $ (382)

(1) As the cash generally remains indefinitelyweisted in the non U.S. dollar denominated forsigipsidiaries, no deferred taxes are
recognized on the related foreign currency traimiadjustment

() Revenue recognition and accounts receivable

Commercial revenue is related to the sale of oplamt products, generally representing hospitalausrs. Revenues are recognized
when these products have been utilized and a coinfir 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 reimbursemateis. These revenues are recorded at the expgedauthorized 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 all distributor revenue, which is primarily ag¢d to implant products, we recognize revenuéersellithrough basis, effective Ap
1, 2013. Prior to this date, we recognized revegitleer on a sell-in or sell-through basis, depegdin the specific circumstances of the
distributor. In some cases we recognized distribigeenue as title and risk of loss passes atresthipment from our facilities or receipt at
distributor’s facility, assuming all other revenmagognition criteria had been achieved (the “seltriethod”). In some cases the revenue
recognition criteria for distributor sales were Batisfied at the time of shipment or receipt; fjpmdly, the existence of extra-contractual
terms or arrangements caused us not to meet tha dixdeterminable criteria for revenue recognitiroeome cases, and in others
collectability had not been established. In sitwadiwhere we are unable to satisfy the requirementscognize revenue on the selimethod
we recognize revenue relating to distributor areamgnts once the product is delivered to the enies (the “sell-through method”).
Because we do not have reliable information abdwmour
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distributors sell the product through to end cusisnwe use cash collection from distributors basis for revenue recognition under the sell-
through method. Although in many cases we are liegatitled to the accounts receivable at the tohshipment, we have not recognized
accounts receivables or any corresponding defeensghues associated with distributor transactionsvhich revenue is recognized on the
sell-through method.

For distributors on the sell-in method prior to Agdy, 2013, cost of sales were recognized uponmshig. For 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 sufficientitealize the costs of the products shipped isoressy assured at the time of shipment to
these distributors. In instances where the distnibis determined to be financially viable, we defee costs of sales 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 growth biologic matrixth/the
development process completed in 2009, the ComaadyMTF operated under the terms of a separate eoomtization 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 fraen@bmpany. The Company has exclusive global magseights for Trinity Evolutiorf as
well as non-exclusive marketing rights for othesdarcts, and receives marketing fees from MTF basetbtal sales. MTF is considered the
primary obligor in these arrangements and therefogeéCompany recognizes these marketing servicedea net basis within net sales upon
shipment of the product to the customer. These etiaug fees were $50.4 million, $47.7 million and$million in 2014, 2013 and 2012,
respectively. On January 10, 2012, the Company el that it had reached an agreement with MT#etb co-develop and commercialize
a new technology for use in bone grafting applaratiand to expand MTF’s Trinity EvolutiGiprocessing capacity. The amendment amends
the term of the existing agreement until the lafei) 15 years after the date that certain develept milestones were achieved under the
existing agreement (which occurred during 201Qjipthe date that certain licensing arrangemesetsvben the Company and NuVasive, Inc.
expire.

Revenues exclude any value added or other locastamtercompany sales and trade discounts. Shypid 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. 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 recordexhamdjustment to net sales. Our
estimates are periodically tested against actubdatimn experience.

(m) Sale of accounts receivable

The Company will generally sell receivables fromtaim Italian hospitals each year. The estimatéated fee for 2014, 2013 and 2012
was $0.4 million, $0.8 million and $0.6 million,sectively, which is recorded as interest expefsle accounts receivables sold without
recourse are removed from the balance sheet &tiibeof sale.

(n) Share-based compensation

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

The fair value of market-based stock options igdeined at the date of the grant using the MontdoGaluation methodology. Such
value is recognized as expense over the requisitéce period adjusted for estimated forfeiturasefach 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 bsfieed.

The expected term of options granted is estimassaédh on a number of factors, including the vesdimg) expiration terms of the award,
historical employee exercise behavior for bothamithat are currently outstanding and optionshihae 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 expederm of the option award. Management
estimates expected volatility based on the hishbriolatility of the Company’s stock. The
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compensation expense recognized for all equity<basards is net of estimated forfeitures. Forfeisuare estimated based on an analysis of
actual option forfeitures.

On June 30, 2014, the Company granted performaamedrestricted share awards to executive employdch vesting is based on
achieving earnings targets in two consecutiverrglfour quarter periods. The fair value of perfane-based restricted stock awards are
recognized, net of estimated forfeitures, overdbgved requisite vesting period beginning in tieeigd in which they are deemed probable to
vest.

(0) Shipping and handling costs

Shipping and handling costs for products shippetlisiomers are included in cost of sales, and §2:2 million, $2.8 million and $2.
million for the years ended December 31, 2014, 2182012, respectively.

(p) Advertising costs

The Company expenses all advertising costs asreatuAdvertising expenses are included in salemaartteting expense, and were
insignificant for the years ended December 31, 22043 and 2012.

(q) Research and development costs

Expenditures related to the collaborative arrangegmith MTF are expensed based on the terms ofelaéed agreement. Payments
made to MTF in 2014, 2013 and 2012 totaled $0.8anil$2.5 million and $3.0 million, respectivel{xpenditures for other research and
development are expensed as incurred.

() Income taxes

The Company is subject to income taxes in bothts and foreign jurisdictions, and uses estimat@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 liedsildre recognized based on temporary differenetgelen the financial reporting and incc
tax basis of assets and liabilities using statutatgs. This process requires that the Companggrtje current tax liability and estimate the
deferred tax assets and liabilities, includingayrating loss and tax credit carry forwards. keasing the need for a valuation allowance
Company considers its recent operating resultsladoiiity of taxable income in carryback years,uUré reversals of taxable temporary
differences, future taxable income projections ligsige of reversing temporary differences) andalident and feasible tax planning
strategies.

The Company accounts for uncertain tax positiorectordance with ASC Topic 74Bcome Taxeswhich contains a two-step
approach to recognizing and measuring uncertaipaeaitions. The first step is to evaluate the tasijion taken or expected to be taken in a
tax return by determining if the weight of availatgvidence indicates that it is more likely thanthat, on an evaluation of the technical
merits, the tax position will be sustained on auditluding resolution of any related appeals tigdition processes. The second step is to
measure the tax benefit as the largest amounistimabre than 50% likely to be realized upon ultinsgttiement. The Company reevaluates
income tax positions periodically to consider fastsuch as changes in facts or circumstances, eBan@r interpretations of tax law,
effectively settled issues under audit, and newtaativity. Such a change in recognition or measwunt would result in recognition of a tax
benefit or an additional charge to the tax provisio

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

(s) Netincome (loss) per common share

Net income (loss) per common shareasic is computed using the weighted average nuoft@ammon shares outstanding during €
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 stockhowat if dilutive. Common equivalent
shares represent the dilutive effect of the assuemectise of outstanding share options (see NgteTh@ only differences between basic and
diluted shares result from the assumed exercisertdin outstanding share options.
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() Financial instruments and concentration of crelit risk

Financial instruments that could subject the Comgara concentration of credit risk consist prifyaof cash and cash equivalents and
accounts receivable. Generally, the cash is hdlit@e financial institutions and our cash equinteonsist of highly liquid money market fun
The Company performs ongoing credit evaluatiorth@icustomers, generally does not require colledechmaintain a reserve for potential
credit losses. The Company believes that a corat@ntrof credit risk related to the accounts reaki® is limited because the customers are
geographically dispersed and the end users aresiigd across several industries.

Net sales to our customers based in Europe wemexpately $59 million in 2014, which results irsabstantial portion of our trade
accounts receivable balance as of December 31, #0&4t least reasonably possible that changgsobal economic conditions and/or local
operating and economic conditions in the regioesetdistributors operate, or other factors, coffletathe future realization of these accol
receivable balances.

(u) Recently issued accounting standards

In May 2014, the Financial Accounting StandardsrB¢&ASB”) issued Accounting Standards Update ((BBNo. 2014-09Revenue
from Contracts with CustomersASU 2014-09 supersedes the revenue recognitgprirements in Revenue Recognition (Topic 605), and
requires entities to recognize revenue in a walydbpicts the transfer of promised goods or sesviceeustomers in an amount that reflects the
consideration to which the entity expects to béledtto in exchange for those goods or servic&JAR014-09 is effective for the Company in
the fiscal year beginning on January 1, 2017, gtoly interim periods within that reporting periaudas to be applied retrospectively, with early
application not permitted. On April 1, 2015, the$B\proposed deferring the effective date by one tgeBecember 15, 2017 for annual
reporting periods beginning after that date. TASB also proposed permitting early adoption ofgtendard, but not before the original
effective date of December 15, 2016. The Companyiiently evaluating the effect that adopting tigsv accounting guidance will have on
consolidated results of operations, cash flowsfaraghcial position.

In April 2014, the FASB issued ASU 2014-@3porting Discontinued Operations and Disclosure€a@amponents of an Entityhe ASL
amends the definition of a discontinued operatiwth @so provides new disclosure requirements &palials meeting the definition, and for
those that do not meet the definition, of a disicwr@d operation. Under the new guidance, a discoetl operation may include a componer
a group of components of an entity, or a busines®oprofit activity that has been disposed ofsarlassified as held for sale, and represents a
strategic shift that has or will have a major efffae an entity's operations and financial resilte ASU also expands the scope to include the
disposals of equity method investments and acqbivsthesses held for sale. The guidance will bectffe prospectively for interim and anr
periods beginning on or after December 15, 201th warly adoption permitted. The adoption of thilgoce by the Company is not expected
to have a material impact on its consolidated fafarstatements.

2. Inventories

December 31

(U.S. Dollars in thousands 2014 2013

Raw materials $ 3,87¢ $ 6,51¢
Work-in-process 4,83( 6,60€
Finished product 24,95: 28,291
Field inventory 18,00: 21,31¢
Consignment inventor 2,65¢€ 2,38¢
Deferred cost of sale 5,52t 7,56€

$ 59,84¢ $ 72,67¢

Field inventory represents immediately saleablisfied products that are in the possession of tmep@ay’s direct sales
representatives. Consignment inventory represemntseidiately saleable finished products locatedied fharty customers, such as distributors
and hospitals. Work-in-process, finished produi#d inventory and consignment inventory includeterial, labor and production overhead
costs. Deferred cost of sales result from trangastivhere the Company has shipped product or peefibiservices for which all revenue
recognition criteria have not yet been met. Ontesaknue recognition criteria have been met, raegreviously recorded as deferred and
associated cost of sales are recognized.
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3. Property, plant and equipment

December 31

(U.S. Dollars in thousands’ 2014 2013

Cost

Buildings $ 3,68 $ 4,07t

Plant, equipment and instrumentat 140,11( 133,421

Furniture and fixture 5,77¢ 5,872
149,57: 143,37«

Accumulated depreciatic (101,027) (89,002)

$ 48,54¢ $ 54,372

Included within plant, equipment and instrumentai® capitalized computer software of $9.0 milleomd $6.6 million net of
accumulated amortization as of December 31, 20812843, respectively. Amortization of computertaaire for the years ended December
31, 2014, 2013 and 2012 was $3.0 million, $2.7iariland $2.0 million, respectively.

Total depreciation expense, for the years ende@iber 31, 2014, 2013 and 2012 was $20.6 milliod,®illion and $15.8 million,
respectively.

4. Patents and other intangible asset

December 31

(U.S. Dollars in thousands 2014 2013
Cost
Patents $ 35,42( $ 34,82(
Trademark—finite lived 596 620
License and othe 7,24¢ 7,74€
43,264 43,18¢
Accumulated amortization
Patents (33,319 (31,739
Trademark—finite lived (469) (454)
License and othe (2,324) (1,94¢)
(36,117) (34,142)
Patents and other intangible assets, net $ 7,152 $ 9,04¢€

Amortization expense for intangible assets was #$2lBon, $2.7 million and $2.3 million for the peds ending December 31, 2014,
2013 and 2012, respectively, and is estimated @pipeoximately $2.2 million, $1.5 million, $1.1 iin, $0.5 million, $0.5 million and $1.3
million for the periods ending December 31, 201&.&, 2017, 2018, 2019 and 2020 and thereafterectisply.

5.  Goodwill

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

Extremity Spine

(U.S. Dollars in thousands Spine Orthopedics BioStim Biologics Fixation Fixation Total
At December 31, 201 $ 4156/ $ 32824 $ — $ — 3 — 3 — $ 74,38¢
Foreign currenc (163) (1,467) — — — — (1,630)
At June 30, 201 41,401 31,357 — — — — 72,75¢

Reallocation at July 1, 201 (41,407 (31,35%) 42,67¢ 10,88 9,82t 9,36¢ —
Impairment — — — — (9,82E) (9,368) (19,197
At December 31, 2013 and 20 $ — $ — $ 42,676 $ 10,887 $ — $ — $ 53,56¢
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6. Other current liabilities

December 31

(U.S. Dollars in thousands’ 2014 2013

Accrued expense $ 23,29¢ $ 18,90¢
Salaries, bonuses, commissions and related tayeble: 16,87¢ 16,59¢
Accrued legal expensi 9,54¢ 10,29z
Other payable 3,49¢ 3,883

$ 53,22C $ 49,67¢

7. 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 @ntU.S. direct and indirect subsidiaries of thenpany (the “Guarantors”), JPMorgan
Chase Bank, N.A., as Administrative Agent, RBSZ@itis, N.A., as Syndication Agent, and certain lepdgties thereto.

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 facilitiie “Term Loan Facility”, and together with the\®é/ing Credit Facility, the “Credit
Facilities”). On January 15, 2015, at the Compamgtpiest, the lenders agreed to reduce the avaitalplacity under the Revolving Credit
Facility to $100 million.

In May 2012, the Company used a portion of the @eds from the sale of Breg, Inc. (“Breg”) (see Nb¢to repay in full the
remaining $87.5 million balance on the Term Loaniltg and pay down $57.5 million of amounts outstang under the Revolving Credit
Facility. This use of proceeds was required byl¢helers’ consent dated April 23, 2012 to the Créditeement. 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, 2abh2, Term Loan Facility had been repaid in full @inere was $20 million outstanding under
the Revolving Credit Facility both at December 3213 and 2012, which was paid in its entirety alasitty applicable interest at December
31, 2014. Borrowings under the Credit Facilitieahiaterest at a floating rate, which is, at Orthéfoldings’ option, either the London Inter-
Bank Offered Rate (“LIBOR"plus an applicable margin or a base rate (as dkfimée Credit Agreement) plus an applicable nrafmi eact
case subject to adjustment based on financials)at®uch applicable margin will be up to 3.25%LftBOR borrowings and up to 2.25% for
base rate borrowings depending upon a measurerhtte consolidated leverage ratio with respechwitnmediately preceding four fiscal
quarters. As of December 31, 2013 and 2012, thieedRévolving Credit Facility was at the LIBOR railis a margin of 2.50%. The effective
interest rate on the Credit Facilities as of Decendi, 2014 and 2013 was 2.7%.

The Company has no annual contractual maturitiésnaf~term debt as of December 31, 2014. Outstgnprincipal on the Revolving
Credit Facility is due on August 30, 2015.

Borrowings under the Revolving Credit Facility, whimay be made in the future, may be used for wgrkapital, capital expenditur
and other general corporate purposes of Orthofiklidgs and its subsidiaries. The Guarantors haeeagieed repayment of Orthofix
Holdings’ obligations under the Credit AgreemerteTobligations of Orthofix Holdings and each of €garantors with respect to the Credit
Facilities are secured by a pledge of substantéligf the assets of Orthofix Holdings and eaclthef Guarantors.

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

On August 14, 2013, the Company and certain requéeder parties to the Credit Agreement entertaarlLimited Waiver (the
“Original Limited Waiver”). Under the Original Linted Waiver, the lenders under the Credit Agreer(tbet“Lenders”) collectively waived
requirements under the Credit Agreement that thegamy deliver quarterly financial statements wibpect to the fiscal quarters ending on
June 30, 2013 and September 30, 2013, and relagattial covenant certificates, until the earlie(ipMarch 31, 2014 or (ii) the date that is
one day after such financial statements are pytfileld or released. In addition, the Original Lted Waiver provided that the restatement of
the Company’s financial statements for any periodireg on or before March 31,
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2013 would not constitute a default or event obdéfprovided that within one business day afterghblic release or filing of such restated
financial statements, the Company delivered cogkefinancial statements and compliance certificatiéis respect to such restated periods
and immediately paid any additional interest arteofees that would have been owed had applicat#egst and fees originally been
calculated based on the restated financial statesnen

On August 14, 2014 the Lenders and the Companyeshirto a subsequent Limited Waiver which was rdéel on September 30,
2014, January 15, 2015 and February 26, 2015 @bbsequent Limited Waivers”). Under the Subsequienited Waivers, the Lenders
collectively waived requirements under the Credjté@ement that the Company deliver quarterly finalngtiatements with respect to the fiscal
quarters ended June 30, 2014 and September 30, 20d 4elated financial covenant certificates,luhg earlier of (i) March 31, 2015 or
(ii) the date that is one day after such finanstatements are publicly filed or released. The 8gbsnt Limited Waivers also extend the date
by which the Company is required to provide cerd4 fiscal year financial statements until thdieaof (i) one business day following the
date that the Company files its Annual Report omid0K for the fiscal year ended December 31, 2014ipAgril 30, 2015. In addition, tt
Subsequent Limited Waivers provided that the Furitestatement would not constitute a default onewédefault provided that within one
business day after the public release or filinguth restated financial statements, the Compariwedet! corrected financial statements and
compliance certificates with respect to such restgieriods and immediately paid any additionalregeand other fees that would have been
owed had applicable interest and fees originalnbealculated based on the restated financialstatits. The Company was in compliance
with the affirmative and negative covenants at Ddoer 31, 2014 and there were no events of default.

Certain subsidiaries of the Company have restnstimn their ability to pay dividends or make inenpany loan advances pursuant to
the Company’s Credit Facilities. The net asse®@rtofix Holdings and its subsidiaries are restrictor distributions to the parent company.
U.S. subsidiaries of the Company, as parties taitbdit agreement, have access to these net &ssetserational purposes.

The amount of restricted net assets of Orthofixditws and its subsidiaries as of December 31, 20842013 is $181.8 million and
$168.5 million, respectively. In addition, the Citedigreement restricts the Company and subsididhasare not parties to the Credit
Facilities from access to cash held by Orthofixditags, Inc. and its subsidiaries. All of the Comyarsubsidiaries that are parties to the
Credit Agreement have access to this cash for Gpaed and debt repayment purposes. The amoumstficted cash of the Company as of
December 31, 2014 and 2013 was $34.4 million arad8illion, respectively.

In conjunction with obtaining the Credit Facilitiead the Credit Agreement, as amended, the Compaunyred debt issuance costs of
$5 million, which includes $0.8 million of costdated to the May 2011 amendment. These costs &mg bmortized 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 coAtsof December 31, 2014 and 2013, debt issuansts, et of accumulated amortization,
related to the Credit Agreement were $0.4 milliod 1.1 million, respectively.

The Company had an unused available line of co#dib.8 million ($7.0 million) and €5.8 million ($8 million) at December 31, 2014
and 2013, respectively, in its Italian line of dtedhis line of credit provides the Company theiop to borrow amounts in Italy at rates,
which are determined at the time of borrowing. Tie of credit is unsecured.

8.  Stockholders’ equity

The Company has not paid dividends to holderssafdtmmon stock in the past. The Company currentgnids to retain all of its
consolidated earnings to finance credit agreemieligations and to finance the continued growtht®biusiness. Certain subsidiaries of the
Company have restrictions on their ability to payidends in certain circumstances pursuant to treglit Agreement. The Company does not
have present intentions to pay dividends in thedeeable future.

In the event that the Company decides to pay alelhd to holders of its common stock in the futurthwlividends received from
subsidiaries, the Company may, based on prevaibtitgs of taxation, be required to pay additionahhdlding and income tax on st
amounts received from its subsidiaries.
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9. Derivative instruments

The tables below disclose the types of derivatistruments the Company owns, the classificatiodsfain values of these instruments
within the balance sheet, and the amount of gassjlrecognized in other comprehensive income)((6&I1”) or net income (loss).

Fair value:
favorable
(U.S. Dollars, in thousands) (unfavorable) Balance sheet location
As of December 31, 2014
Other long-term
Cross-currency swaj $ 2,504 asset:
Other long-term
Warrants $ 321 asset:
As of December 31, 2013
Other long-term
Cros«-currency swaj $ (1,03¢€) liabilities
Other long-term
Warrants $ 107 asset:
For the year ended
December 31,
(U.S. Dollars in thousands) 2014 2013 2012
Cross-currency swap gain (loss) recorded in other
comprehensive income (loss), net of te $ 251 $ (278) $ 263
Warrants unrealized gain (loss) recorded in other
comprehensive income (loss), net of te $ 3)% 1 $ —

Cross-currency swap

On September 30, 2010, the Company entered intoss-currency swap agreement (the “replacement sagrgement”) with
JPMorgan Chase Bank and Royal Bank of Scotland @« ‘counterparties”) to manage its cash flowatedl to foreign currency exposure
for a portion of the Company’s intercompany recbieaf a U.S. dollar functional currency subsiditrsit is denominated 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 expgatdate is December 30, 2016, the date
upon which the underlying intercompany debt, tochthe swap agreement applies, matures. The swapragnt is designated as a cash
hedge and therefore the Company recognized anlim&@gain (loss) on the change in fair value,afatx, of which $0.3 million was
recognized in other comprehensive income (loss).

Warrants

As of December 31, 2014, the Company purchased meteivable from Bone Biologics, Inc. (“Bone Bigics”) totaling $750
thousand, all of which were issued with detachal@eants to purchase common stock of Bone Biolodgissof December 31, 2014 the
Company held warrants for 125 thousand shares péBiologics, at an exercise price of $1.00 pereha

Under the terms of the note and warrant purchasseagents, the warrants to purchase common stdgkrie Biologics are both
detachable from the note, exercisable over a sgganperiod, and transferable by the holder torgtheties.
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10. Fair value measurements

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

Level 1— quoted prices in active markets for identical asaed 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 reporéntity to

develop its own assumptio

The Company’s financial instruments include cashivaents, restricted cash, certificates of depastisury securities, collective trust
funds, trade accounts receivable, accounts paylabigferm secured debt, deferred compensation plaritiabiand derivative securities. T
carrying value of restricted cash, accounts ret#é&vand accounts payable approximate fair valuetaltize short-term maturities of these
instruments. The Company'’s credit facilities carffoating rate of interest, and therefore, theyéag value is considered to approximate the
fair value.

The Company'’s collective trust funds, treasury gées, certificates of deposit, deferred compedosatlan liabilities and derivative
securities are the only financial instruments rdedrat fair value on a recurring basis. The fdineaf treasury securities and certificates of
deposit are determined based on quoted pricediire anarkets for identical assets, therefore, thenffany has categorized these instruments as
Level 1 financial instruments. The cross-currenegivdtive instrument consists of an over-the-cauobatract, which is not traded on a public
exchange. The fair value of this derivative swaptiart, the common stock warrants, the Companylsative trust funds and the Company’s
deferred compensation plan liabilities are deteeahibased on inputs that are readily available blipmarkets or can be derived from
information available in publicly quoted marketseitefore, the Company has categorized these instriismas Level 2 financial instruments.
Changes in the fair value of collective trust fuadsl deferred compensation plan liabilities arenged in Other income (expense). The
Company also considers counterparty credit riskisnalvn credit risk in its determination of estied fair values. The Company has consistt
applied these valuation techniques in all pericgésgnted.

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

Balance
December 31,

(U.S. Dollars in thousands) 2014 Level 1 Level 2 Level 3
Assets

Collective trust fund: $ 1,69 $ — 3 1,69¢ $ —

Treasury securitie 586 586 — —

Certificates of depos 1,51C 1,51C — —

Derivative securitie 2,82t — 2,82¢ —
Total $ 6,617 $ 2,09 $ 4521 $ —
Liabilities

Deferred compensation pl: $ (1,886) $ — 3 (1,886€) $ —
Total $ (1,886) $ — 3 (1,886) $ —
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Balance
December 31,

(U.S. Dollars in thousands 2013 Level 1 Level 2 Level 3
Assets
Collective trust fund: $ 1,667 $ — % 1,667 $ —
Treasury securitie 660 660 — —
Certificates of depos 1,562 1,562 — —
Derivative securitie 107 — 107 —
Total $ 3,99¢ $ 222z $ 1,774 $ —
Liabilities
Deferred compensation pl $ (2,50¢) $ — (2,506) $ —
Derivative securitie (1,036) — (1,036 —
Total $ (3,542) $ — $ (3,642) $ —

11. Commitments
Leases

The Company has entered into operating leasesdilities and equipment. These leases are non-ttablesand typically do not
contain renewal options. Certain leases contaihagcalation clauses for which the Company recagnilze expense on a straight-line basis.
Rent expense under the Company'’s operating leaséisef years ended December 31, 2014, 2013 andg84 2pproximately $3.4 million,
$3.4 million and $4.1 million, respectively.

Future minimum lease payments under operating $east of amounts to be received under sub-leaseasf, December 31, 2014 are as
follows:

(U.S. Dollars in thousands

2015 $ 3,88t
2016 3,55¢
2017 2,86¢€
2018 2,671
2019 2,444
Thereaftel 2,741
Total $ 18,16¢

Inventory purchase commitmel

The Company has inventory purchase commitmentsthitt-party manufactures for $2.5 million, $3.0llinh and $1.4 million as of
December 31, 2014, 2013, and 2012, respectively.

12. Business segment informatior

On July 1, 2013, we began certain organizationdlexecutive leadership changes to align with homCGhief Executive Officer, who
is also our Chief Operating Decision Maker (the T@@") reviews performance and makes decisions inagarg the Company. We manage
our business by our four strategic business utBl(s"), which are comprised of BioStim, Biologidsxtremity Fixation, and Spine Fixation
supported by Corporate activities. These SBUs sgpriethe segments for which our CODM reviews fif@rnioformation and makes resource
allocation decisions among business units. Thegmwmetric used by the CODM in managing the Compamet margin, which is defined
gross profit less sales and marketing expense Cbhimgpany neither discretely allocates assets, thiagr goodwill, to its operating segments
nor evaluates the operating segments using disasst information. Accordingly, our segment infatimn has been prepared based on our
four SBUs reporting segments. These four segmeatdiscussed below.

BioStim

The BioStim SBU manufactures, distributes, and joles support services of market leading devicesahhance bone fusion. These
Class 11l medical devices are indicated as an adijve noninvasive treatment to improve fusion &sscrates in cervical and lumbar spine as
well as a therapeutic treatment for non-spine tnas that have not healed (non-unions). These egvitlize
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Orthofix’s patented pulsed electromagnetic fielBEMF") technology, which is supported by strongibasechanism of action data in the
scientific literature and as well as strong lewa @andomized controlled clinical trials in the rivadl literature. Current research and clinical
studies are also underway to identify potential mémical indications. This SBU uses both disttiims and independent sales representatives
to sell its devices to hospitals, doctors and olteaithcare providers, primarily in the U.S.

Biologics

The Biologics SBU provides a portfolio of regenamiproducts and tissue forms that allow physiciansuccessfully treat a variety of
spinal and orthopedic conditions. This SBU spexnéaliin the marketing of the Company'’s regeneratgsue forms. Biologics markets its
tissues through a network of distributors, indemedales representatives and affiliates to sujpphpspitals, doctors, and other healthcare
providers, primarily in the U.S. Our partnershighwthe Musculoskeletal Transplant Foundation (“MY&flows us to exclusively market our
Trinity Evolution®and Trinity ELITE®tissue forms for musculoskeletal defects to enhéocg fusion.

Extremity Fixatior

The Extremity Fixation SBU offers products and siolus that allow physicians to successfully treafdety of orthopedic conditions
unrelated to the spine. This SBU specializes irdigsgn, development, and marketing of the Comaasthopedic products used in fracture
repair, deformity correction and bone reconstrucpoocedures. Extremity Fixation distributes itegucts through a network of distributors,
independent sales representatives and affiliateis. JBU uses both independent distributors andtg@les representatives to sell orthopedic
products to hospitals, doctors, and other healkiigers, globally.

Spine Fixation

The Spine Fixation SBU specializes in the desigwetbpment and marketing of a broad portfolio gfliamt products used in surgical
procedures of the spine. Spine Fixation distribitteeproducts through a network of distributors affiliates. This SBU uses distributors and
independent sales representatives to sell spirtupt®to hospitals, doctors and other healthcareighers, globally.

Corporate

Corporate activities are comprised of the operatixigenses, including share-based compensationtbfdr International N.V. and its
holding company subsidiaries, along with activities necessarily identifiable within the four SBUs.

Net Sales by SBU:

The table below presents net sales for continupegations by SBU reporting segment. Net sales dtechroduct sales and marketing
service fees.

Net Sales by SBU
Year ended December 31,

(U.S. Dollars in thousands’ 2014 2013 2012

Percent of Percent of Percent of

Total Net Total Net Total Net

Net Sales Sales Net Sales Sales Net Sales Sales

BioStim $ 154,67¢ 38% $ 145,08t 36% $174,56: 40%
Biologics 55,881 14% 53,74¢ 14% 53,731 12%
Extremity Fixation 109,67¢ 27% 103,35¢ 26% 112,01 25%
Spine Fixatior 82,04z 21% 95,421 24% 99,88¢ 23%
Total Net Sale: $402,277 100% $ 397,61 100% $440,18¢ 100%
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The table below presents net margin, defined assguoofit less sales and marketing expenses framintong operations by SBU

reporting segment:

Net Margin by SBU

Year Ended December 31,

(U.S. Dollars in thousands) 2014 2013 2012
Net Margin
BioStim $ 66,09¢ $ 63,847 $  88,78¢
Biologics 26,62¢ 24,794 23,58¢
Extremity Fixation 31,58¢ 23,70 34,55¢
Spine Fixatior 14,24: 4,32¢ 15,25¢
Corporate (1,736 (1,443) (1,495)
Total net margir $ 136,81¢ $ 115,231 $ 160,69:
General & administrativ 76,79( 64,83( 53,65(
Research and developmt 24,99 26,76¢ 28,571
Amortization of intangible asse 2,284 2,687 2,29¢
Costs related to the accounting review and reseté 15,61¢ 12,94t —
Impairment of goodwil — 19,19: —
Charges related to U.S. Government resolut — — 1,29t
Operating income (los: $ 17,13¢ $ (11,197 $ 74,87

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) 2014 2013 2012
BioStim $ 1,62 $ 1,97¢ $ 1,65¢
Biologics 1,161 648 567
Extremity Fixation 8,442 7,265 5,201
Spine Fixatior 11,711 12,83¢ 10,80(
Corporate (59) 96 70
Total $ 22,87¢ $ 22,82: $ 18,291
Geographical information
The following data includes net sales by geogragkatination:
(U.S. Dollars in thousands 2014 2013 2012
u.s. $ 294,68. $ 293,03: $ 327,22¢
Italy 19,57: 16,75¢ 18,74:
U.K. 11,40z 10,00z 8,431
Brazil 19,63: 26,78¢ 31,16¢
Others 56,98 51,03¢ 54,627
Total net sale $ 402,277 $ 397,611 $ 440,18¢
The following data includes property, plant andipment by geographic area:

(U.S. Dollars in thousands) 2014 2013

u.s. $ 37,02¢ $ 39,281

Italy 6,86t 8,15(C

U.K. 1,36¢ 1,871

Brazil 1,30¢ 3,21C

Others 1,97¢ 1,854

Total $ 48,54¢ $ 54,37:
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13. Income taxes

Income from continuing operations before providi@nincome taxes consisted of:

Year Ended
December 31,

(U.S. Dollars in thousands 2014 2013 2012
U.S. $ 1753: $ (3546 $  56,21(
Non-U.S. (5,076 (7,057) 12,85¢

Total income (loss) before tax $ 12,45€¢ $ (10,609 $  69,06F

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

Year Ended
December 31
(U.S. Dollars in thousands’ 2014 2013 2012
uU.S.
Current $ 5,067 $ 2,46 $ 16,98:
Deferred 2,82t 4,012 2,67E
Total U.S 7,892 6,47¢€ 19,657
Non-U.S.
Current 18,18¢ 2,30¢ 3,191
Deferred (9,878 (1,189 1,09¢
8,30¢ 1,124 4,287
Total tax expens $ 16,20C $ 7,602 $ 23,944

Deferred income taxes are provided primarily for aygerating loss carryforwards and for temporaffedénces resulting from items
that are recognized in different years for finahstatement and income tax reporting purposes.deferred tax assets and liabilities are as
follows:

(U.S. Dollars in thousands 2014 2013
Intangible assets and goodwv $ 4,067 $ 4,79¢
Inventories and related resen 19,52¢ 20,76¢
Deferred revenue and cost of goods ¢ 10,82¢ 11,571
Other accruals and resen 5,371 4,77¢
Accrued compensatic 5,004 3,942
Allowance for doubtful accoun 2,094 2,04C
Accrued interes 17,55k 18,06:
Net operating loss carryforwar 34,514 34,97¢
Other, ne 1,202 893
100,15¢ 101,83¢
Valuation allowanct (37,43%) (31,772)
Deferred tax asst $ 62,72( $ 70,067
Withholding taxes (229) (13,026
Property, plant and equipme (6,76€) (7,674
Deferred tax liability (6,995) (20,700
Net deferred tax asse $ 55,72t $ 49,367

Reported as:

Current deferred tax asst 37,41¢ 39,99¢
Non-current deferred tax asst 18,541 22,397
Current deferred tax liabilit — —
Non-current deferred tax liabilit (229) (13,026
Net deferred tax asse $ 55,72t $ 49,367
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The valuation allowance as of December 31, 20142813 was $37.4 million and $31.8 million, respesyy. The net increase in the
valuation allowance of $5.6 million during the ygaincipally relates to certain current period fgrelosses without benefit. The valuation
allowance is attributable to net operating lossy¢arwards and certain temporary differences inaarforeign jurisdictions, for which it is
more likely than not some portion or all of theateéd tax asset will not be realized.

The Company has state net operating loss carryfdsaaf approximately $14.0 million that will bedim expire in 2015. The Company
has net operating losses in foreign taxing jurisoiis of approximately $133.7 million, the majordgf/which relate to the Company’s
Netherlands operations and begin to expire in 20h&.Company has provided a valuation allowancéaga significant portion of these r
operating loss carryforwards since it does noteelithat it is more likely than not that this dedertax asset can be realized prior to
expiration.

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

(U.S. Dollars in thousands, except percentage 2014 2013 2012
Amount Percent Amount Percent Amount Percent

Statutory U.S. federal income tax r: $ 4,36C 35.C% $ (3,71)) 35.% $ 24,17¢ 35.0%
State taxes, net of federal ben 1,43¢ 11.€ 2,03¢ (19.2 2,53¢ 3.7
Foreign rate differential, including withholding<es 2,73¢ 21.9 1,162 (11.0 (20) (0.0
Valuation allowanct 8,672 69.6 3,91z (36.9 6,18¢ 9.0
Italian subsidiary intangible ass (2,54¢€) (20.4) (2,288 21.6 (2,219 3.2
Goodwill impairment — — 6,452 (60.9) — —
Domestic manufacturing deducti (377) (3.0 (233) 2.2 (1,567) (2.3
Settlement of U.S. Government resolutis — — — — (1,260 (1.8)
Italian audit settlemer 1,04¢ 8.4 — — — —
Other, ne’ 866 7.0 268 (2.5) (3,909 (5.7
Income tax expense/effective ri $ 16,20( 130.1% $ 7,60z (71.70% $ 23,94« 34.7%

On January 2, 2013 the American Taxpayer Reliefoh@012 (“ACT") was enacted. The ACT provides talief for business by
reinstating certain tax benefits and credits retftiwaly to January 1, 2012. There are several gions of the Act that impact the Company,
most notably the extension of the Research and IDgwent credit. Income tax accounting rules reqtéaselaw changes to be recognized in
the period of the enactment; as such the Compamgnézed a tax benefit of $0.3 million in its preiain for income taxes in the first quarter
of 2013.

The Company’s unrecognized tax benefit was $15IBomiand $0.7 million for the years ended Decenmier2014 and 2013,
respectively. The Company recognizes potentialumztinterest and penalties related to unrecogrigetenefits within its global operations
in income tax expense. The Company had approxign&teb million accrued for payment of interest gethalties as of December 31, 2014
and 2013.

The entire amount of unrecognized tax benefitduiing interest, would favorably impact the Comparsffective tax rate if
recognized. As of December 31, 2014, the Compasyg dot expect the amount of unrecognized tax hisrtefchange significantly over the
next twelve months.

A reconciliation of the gross unrecognized tax igméexcluding interest and penalties) for thergeended December 31, 2014 and
December 31, 2013 follows:

(U.S. Dollars in thousands 2014 2013

Balance as of January $ 723 $ 1,18¢
Additions for current year tax positio 14,79¢ 183
Increases (decreases) for prior year tax posi 145 (22)
Settlements of prior year tax positic — (560)
Expiration of statute (65) (77)
Balance as of December : $ 15,597 $ 723

The Company files a consolidated income tax reituthe U.S. federal jurisdiction, the U.K., Italpdainumerous consolidated and
separate income tax returns in many state and fahaign jurisdictions. The statute of limitatiowsth respect to federal tax
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authorities is closed for years prior to DecemterZ®11. The statute of limitations for the varistate tax filings is closed in most instances
for the years prior to December 31, 2010. The saifilimitations with respect to the major foreigx filing jurisdictions is closed for years
prior to December 31, 2009.

The Companys current intention is to indefinitely reinvest tioéal amount of its unremitted foreign earningss{ding outside Curaga
in the local jurisdiction to the extent they aregeted and available. As an entity incorporateduragao, “foreign subsidiaries” refers to
both U.S. and non-U.S. subsidiaries. Furthermaméy, income sourced in the U.S. is subject to th€me tax. Unremitted foreign earnings
increased from $329.7 million at December 31, 2@18374.1 million at December 31, 2014. The $3Million includes $391.1 million in
U.S subsidiaries. It is not practicable to detemrtime amounts of net additional income tax that bepayable if such earnings were
repatriated.

Total cash and cash equivalents at December 3%, &6ie $71.2 million, of which $34.4 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 $36.8 million at
December 31, 2014 held by non-U.S. subsidiariewdisfinitely reinvested for use in non-U.S. opeyas.

14. Sale of Breg and Disposition of Sports Medicine Biugess

On April 23, 2012, the Company’s subsidiary Ortkdfioldings and Breg entered into a stock purchgseesment (the “SPA”) with
Breg Acquisition Corp. (“Buyer”), a newly formedfilifite 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 umitd eertain post-closing sales of cold therapy u(8se “Matters Related to the Company’s
former Breg Subsidiary and Possible Indemnificatibligations under Note 15.) 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 coimmeatith 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 agiton 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 the@pMedicine business.

The portion of indemnification related to post déhasclaims related to post-closing sales of coktdipy has created a guarantee under
ASC 460—Guarantees and the fair value of the ligldilas been recorded under the initial recognitioteria in the amount of $2 million at
the Closing Date of the transaction. The Compangréines the fair value of the liability ratably aovhe period of indemnification, which is
three years. The Company’s obligations under thaantee were approximately $0.3 million, $0.9imlland $1.6 million as of
December 31, 2014, 2013 and 2012, respectively.
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Gain on Sale of Discontinued Operations

The following table presents the value of the adsgtosition, proceeds received, net of variouskimgy 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 proceec $  157,50(
Less:
Working capital (7,099
Transaction related expens (4,27€)
Fair value of indemnificatio (2,000
Tangible assel (8,309
Intangible assel (28,164
Goodwill (106,200
Gain on sale of Bre 1,45¢
Income tax expens (113
Gain on sale of Breg, net of tax $ 1,345

The now discontinued Sports Medicine business ttoritrd $44 million of net sales in the years enbBedember 31, 2012. The Sports
Medicine business had $2.9 million of operatingéssin the year ended December 31, 2012. The falanformation above includes the
financial results of Breg operations up to the ddtsale.

The Company’s consolidated financial statementsraladed footnote disclosures reflect the Sportslislee business as discontinued
operations. Income (loss) associated with the Spdedicine business, net of applicable income téxshown as income (loss) from
discontinued operations for all periods presented.

15. Contingencies

The Company is party to outstanding legal procegsjimvestigations and claims as described beldwe. Gompany believes that it is
unlikely that the outcome of each of these matiarduding the matters discussed below, will haveaerial adverse effect on it and its
subsidiaries as a whole, notwithstanding that tifavorable resolution of any matter may have a niateffect on the Company’s net
earnings (if any) in any particular quarter. Howgwlee Company cannot predict with any certaingyfihal outcome of any legal proceedir
investigations (including any settlement discussiaith the government seeking to resolve such tigasons) or claims made against it as
described in the paragraphs below, and there cawo bssurance that the ultimate resolution of aich 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 outstaniéigal proceedings, investigations or claims wihé&probable that a liability has
been incurred and the amount of the loss can lsemealy estimated. The Company evaluates, on daglyabasis, developments in legal
proceedings, investigations and claims that cofilettithe amount of any accrual, as well as anyetbpments that would make a loss
contingency both probable and reasonably estim&fen a loss contingency is not both probable aadanably estimable, the Company
does not accrue the loss. However, if the lossufordditional loss in excess of the accrual) Isagt a reasonable possibility and material,
then the Company discloses a reasonable estiméte pbssible loss or range of loss, if such realsienestimate can be made. If the
Company cannot make a reasonable estimate of whb®loss, or range of loss, then that is digtlos

The assessments of whether a loss is probableeaisanable possibility, and whether the loss ageaf loss is reasonably estimable,
often involve a series of complex judgments abatire events. Among the factors that the Compangiders in this assessment are the
nature of existing legal proceedings, investigatiand claims, the asserted or possible damagessocbntingency (if reasonably estimable),
the progress of the matter, existing law and prewsgdhe opinions or views of legal counsel anep#dvisers, the involvement of the U.S.
Government and its agencies in such proceedingCtmpany’s experience in similar matters and ¥pegence of other companies, the
facts available to the Company at the time of assest, and how the Company intends to responda®rdsponded, to the proceeding,
investigation or claim. The Company’s assessmettiaxfe factors may change over time as individumgedings, investigations or claims
progress. For matters where the Company is noeuotiyrable to reasonably estimate the range obressly possible loss, the factors that
have contributed to this determination includeftiitowing: (i) the damages sought are indeterminatean investigation has not manifested
itself in a filed civil or criminal complaint, (ijhe matters are in the early stages, (iii) thetenatinvolve novel or unsettled legal theories or a
large or uncertain number of actual
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or potential cases or parties, and/or (iv) disaussiwith the government or other parties in mattesis may be expected ultimately to be
resolved through negotiation and settlement hateeaxhed the point where the Company believeasorable estimate of loss, or range of
loss, can be made. In such instances, the Compaigyés that there is considerable uncertaintyrdiigg the timing or ultimate resolution of
such matters, including a possible eventual lass, penalty or business impact, if any.

In addition, the Company does not accrue for egéthiegal fees and other directly related costhe are expensed as incurred.

In addition to the matters described in the panglggdelow, 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 Companuyes@appropriate amounts in the accompanying fieastatements 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.

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

In July 2013, the Audit Committee of our Board dfdators began conducting an independent revieth thie assistance of outside
professionals, of certain accounting matters. Téngew resulted in a restatement of our previotitdgl consolidated financial statements for
the fiscal years ended December 31, 2012, 2012@hd and the fiscal quarter ended March 31, 204 8l as the restatement of certain
financial information for the fiscal years endedcBmber 31, 2009, 2008 and 2007. This restatemdmthwe completed and filed in March
2014, is referred to herein as the “Original Restant.”

In connection with the Company’s preparation otissolidated interim quarterly financial statensefior the fiscal quarter ended
June 30, 2014, the Company determined that cestanies with respect to the previously filed finemhstatements contained in the filings
containing the Original Restatement were not prigmecounted for under U.S. GAAP. As a result, @mmpany determined in August 2014
to restate its previously filed consolidated finahstatements for the fiscal years ended Decer@bg?013, 2012 and 2011 and quarterly
reporting periods contained within the fiscal yeamsled December 31, 2013 and 2012, as well assited fuarter ended March 31, 2014.
This restatement, which we completed in March 204 Eeferred to herein as the “Further Restaterhent.

SEC Investigation

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 StafifJuly 2013 to advise them of these matters. Aindit Committee and the Company,
through respective counsel, have been in direcinoonication with the SEC Enforcement Staff regardimese matters. The SEC is
conducting a formal investigation of these mattarg| both the Company and the Audit Committee aoperating fully with the SEC.

In connection with the above-referenced commuroeoati the Company has received requests from thef@Edcuments and other
information concerning various accounting practi@eternal controls and business practices, andra#iated matters. Such requests cove
years ended December 31, 2011 and 2012, and inisstaaces, prior periods. It is anticipated thatmay receive additional requests fr
the SEC in the future, including with respect te Burther Restatement.

We have previously provided notice concerning @mmunications with the SEC to the Office of Inspecteneral of the U.S.
Department of Health and Human Services (“HHS-OI@f)suant to our corporate integrity agreement Wittfs5-OIG (which agreement is
described below in this Item 3).

We cannot predict if, when or how this matter w#l resolved or what, if any, actions we may beireduo 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. At this stage in thitamave cannot reasonably estimate the
possible loss, or range of loss, in connection Wwith

Securities Class Action Complaint

On August 14, 2013, a securities class action caimfpagainst the Company, currently styled Tejirgieigh v. Orthofix International
N.V., et al. (No.:1:1-cv-05696-JGK), was filed in the United States Bé$tCourt for the Southern District of New
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York arising out of the then anticipated restateneérour prior financial statements and the mattkscribed above. Since the date of original
filing, the complaint has been amended.

The lead plaintiff's complaint, as amended, purpdotbring claims on behalf of persons who purctidse Company’s common stock
between March 2, 2010 and July 29, 2013. The cantaserts that the Company and four of its forexercutive officers, Alan W.
Milinazzo, Robert S. Vaters, Brian McCollum, and iBnV. Buxton (collectively, the “Individual Deferahts”), violated Section 10(b) of the
Securities Exchange Act of 1934, as amended (tlkel&hge Act”), and Securities and Exchange ComonisBule 10b-5 (“Rule 10b-5") by
making false or misleading statements in or regatinthe Company’s financial statements. The compfarther asserts that the Individual
Defendants were liable as control persons underd®e20(a) of the Exchange Act for any violationthg Company of Section 10(b) of the
Exchange Act or Rule 10b-5. As relief, the complagguests compensatory damages on behalf of tpwged class and lead plaintiff's
attorneys’ fees and costs. On March 6, 2015, thet gganted the defendants’ motion to dismiss ddrtaMilinazzo and denied it with respect
to the Company and the other Individual DefendaFiigs matter remains at an early stage and, aseadate of this Form 10-K, we cannot
reasonably estimate the possible loss, or rangmssf in connection with it.

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 ddlasy, 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 @oampntered 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 esaagainst the Company in connection with thisen#tthe Company complied with
the terms of the DPA. The DPA takes note of the gamy’s self-reporting of this matter to DOJ and 8#&C, and of remedial measures,
including the implementation of an enhanced complgprogram, previously undertaken by the Compahg.DPA and the Consent collectiv
require, among other things, that with respecttélaibery compliance matters the Company shaiticoe to cooperate fully with the
government in any future matters related to corpagiments, false books and records or inadequate @l controls. In that regard, the Company
has represented that it has implemented and witirage to implement a compliance and ethics progtasigned to prevent and detect violations
of the FCPA and other applicable anti-corruptiomdaThe Company will periodically report to the gavment during the term of the DPA
regarding such remediation and implementation ofa@nce measures. As part of the settlement, tmepany also agreed pursuant to the
Consent to certain reporting obligations to the $&garding the status of the Company’s remediai@himplementation of compliance
measures. In the event that the Company failsgpbowith these obligations, it could be subjecttioinal 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 tlumgéznt 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 urntierterms 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 Americ
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 whilke Company agreed to pay $34.2 million (plus
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interest at a rate of 3% from May 5, 2011 throughday before payment was made) to settle crinsindlicivil matters related to the
promotion and marketing of the Company’s regenegagtimulator devices (which the Company has atswidbed in the past as its “bone
growth stimulator devices”). In connection with Busettlement agreement, Orthofix Inc., the Compamyiolly owned subsidiary, also pled
guilty to one felony count of obstruction of a JWB#98 federal audit (§18 U.S.C. 1516) and paidrainal fine of $7.8 million and a
mandatory special assessment of $400. Also asqurglyidisclosed, on October 29, 2012, the Compémgugh our subsidiary, Blackstone
Medical, Inc., entered into a definitive settlemagteement with the U.S. government and the quiredator, pursuant to which the Company
paid $32 million to settle claims (covering a perfrior to Blackstone’s acquisition by the Compacghcerning 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 conmeaetith its acquisition of Blackstone in 2006.

On June 6, 2012, in connection with these settlésnéme Company also entered into a five-year aatedntegrity agreement with
HHS-OIG (the “CIA"). The CIA acknowledges the existe of the Company’s current compliance progradiraquires 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 mimirgeveral 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 tafyntie HHS-OIG in writing, among other things, ¢f any ongoing government
investigation or legal proceeding involving an géon that the Company has committed a crime sreimgaged in fraudulent activities;
(ii) any other matter that a reasonable person evoahsider a probable violation of applicable cnaij civil, or administrative laws related to
compliance with federal healthcare programs or FBduirements; and (iii) any change in locationeselosing, purchase, or establishmetr
a new business unit or location related to itemseovices that may be reimbursed by federal hesghgrograms. The Company is also
subject to periodic reporting and certificationuggments attesting that the provisions of the @& being implemented and followed, as"
as certain document and record retention mandBtesCIA provides that in the event of an uncuredemal breach of the CIA, the Company
could be excluded from participation in 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, we sold Breg to an affiliate ofté/eStreet Healthcare Partners Il, L.P. (“Watee&t) pursuant to a stock purchase
agreement (the “Breg SPA"). Under the terms ofBheg SPA, upon closing of the sale, the Companyitarslibsidiary, Orthofix Holdings, Inc.,
agreed to indemnify Water Street and Breg witheesfo certain specified matters, including théofeing:

e Breg was engaged in the manufacturing and sdéafinfusion pumps for pain management from 1@08008. Since 2008,
numerous product liability cases have been filetthénUnited States alleging that the local anesthehen dispensed by such
infusion pumps inside a joint, causes a rare @ictodndition called “chondrolysisThe Company incurred losses for settlements
judgments in connection with these matters durity22013 and 2012 of $3.8 million, $6.7 milliorda$6.8 million, respectivel
In addition, several cases remain outstanding focktwthe Company currently cannot reasonably estitte possible loss, or range
of loss.

e On or about August 2, 2010, Breg received a HIBABpoena issued by the DOJ. The subpoena sougitheats from us and our
subsidiaries for the period of January 1, 2000ubhothe date of the subpoena. We believe thastiipoena relates to an
investigation by the DOJ into whether Breg's salarketing and labeling of local infusion pumpsgain management, prior to
Breg’s divestiture of this product line in 2008ngalied with FDA regulations and federal law. Weidet that document production
in response to the subpoena was completed asyd?JiP, and we currently do not expect any ligbtlit result from this matte

e At the time of its divestiture by us, Breg was eutty and had been engaged in the manufacturingaed of motorized cold there
units used to reduce pain and swelling. Severaledtimproduct liability cases have been filed irerg years, mostly in California
state court, alleging the use of cold therapy caskim and/or nerve injury and seeking damagesbalbof individual plaintiffs whi
were allegedly injured by such units or who would Imave purchased the units had they known thelg dmiinjured. In September
2014, the Company entered into a master settleaggaement resolving all pending pre-close claimssint to the terms of the
settlement agreement, the Company paid approxiyn@tel3 million, and additional amounts owed urttiersettlement were paid
directly by the Company’s insurance providers. Basounts paid by the Company were recorded asgp@mse in discontinued
operations during the fiscal quarter ended Jun@D4. Remaining cold therapy claims include atugaonsumer class of
individuals who did not suffer physical harm follmg use of the devices, and an appeal of an advalg012 California jury
verdict and a post-close cold therapy claim pendir@alifornia state court. We have established@mual of $5.7 million for the
July 2012
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verdict and postiose cold therapy liabilities, however, actuabiliay could be higher or lower than the amountraed. The putativ
class action is at an early stage and the Compangrily cannot reasonably estimate the possikig lor range of los

16. Pensions and deferred compensatic

Orthofix Inc. sponsors a defined contribution p{tire “Orthofix Inc. 401(k) Plan”) covering substetity all full time US employees.
The Orthofix Inc. 401(k) Plan allows for particigaro contribute up to 15% of their pre-tax com@eios), subject to certain limitations, with
the Company matching 100% of the first 2% of thelayee’'s base compensation and 50% of the nextfAt®eeemployee’s base
compensation if contributed to the Orthofix Inc14k) Plan. During the years ended December 31, 22043 and 2012, expenses incurred
relating to 401(k) Plans, including matching cdmiitions, were approximately $1.7 million, $2.4 il and $2.5 million, respectively.

The Company operates defined contribution pendliamsgfor its other International employees not dbsd above meeting minimum
service requirements. The Company’s expenses @br gension contributions during each of the yeaded 2014, 2013 and 2012 were
$0.8 million, $0.7 million and $0.7 million, respaely.

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 emploges®nt 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¥3di total commissions earned from the Company.@lations with our Italian employees,
who represent 17.6% of our total employees at Déeer®1, 2014, are governed by the provisions oaiodal Collective Labor Agreement
setting forth mandatory minimum standards for latetations in the metal mechanic workers indudtvy. are not a party to any other
collective bargaining agreement.

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®9, is a plan intended to allow a select grofikey management and highly
compensated employees of the Company to defeetiedpt of compensation that would otherwise be play them. The terms of this plan
are intended to comply in all respects with thevimions of Code Section 409A and Code Section 43%*0f January 1, 2011 the Company
disallowed further contributions into the plan @y new plan participants. Distributions are madadcordance with the requirements of
Code Section 409A.

The Company’s expense for both deferred compemsplims described above during 2014, 2013 and @@%2approximately $0.1
million, $0.3 million and $0.4 million, respectiyelDeferred compensation payments of $0.3 mill&h1 million, and $0.8 million were made in
2014, 2013, and 2012, respectively. The balanothier long-term liabilities as of December 31, 2@hd 2013 was $1.9 and $2.5 million and
represents the amount which would be payable thalemployees and agents had terminated employahérat date.

17. Share-based compensation plan

At December 31, 2014, the Company had stock optrmhaward plans, and an employee stock purchasevpltéch are described
below.

2012 Long Term Incentive Plan

The Board of Directors adopted the Orthofix Intéioraal N.V. 2012 Long-Term Incentive Plan (the “201TIP") on April 13, 2012,
subject to shareholder approval, which was subselyygrovided by shareholder ratification. The 2QM2P provides for the grant of options to
purchase shares of the Company’s common stocl ateards (including restricted stock, unrestrictmtk, and stock units), stock appreciation
rights, performance-based awards and other eqaggedawards. All of the Company’s employees anén@oyees of the Company’s
subsidiaries and affiliates are eligible and magiee awards under the 2012 LTIP. In addition,Goeenpany’s non-employee directors and
consultants and advisors who perform services®CQompany and the Company’s subsidiaries anébggfl may receive awards under the 2012
LTIP. Incentive share options, however, are onlgilable to the Company’s employees. The Comparerves a total of 1,600,000 shares of
common stock for issuance pursuant to the 2012 | SuBject to certain adjustments set forth in &2 TIP. At December 31, 2014, there
were 648,675 options outstanding under the 2012 1FTan, of which 81,899 were exercisable; in agidjtthere were 460,976 shares of unve
restricted stock outstanding.
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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 pifmsor (ii) that become available for future isst@upon the expiration or forfeiture after
June 29, 2004 of awards upon prior plans). Awarteally vest on years of service with all awardlyfvesting within three years from the
date of grant for employees and either three @r ywars from the date of grant for non-employeeatirs. Awards can be in the form of a
stock option, restricted stock, restricted shaiig performance share unit, or other award fornedained by the Board of Directors. Awards
granted under the 2004 LTIP Plan expire no laten tien years after the date of the grant. The 200R Plan provides an annual grant to
non-employee directors of 5,000 shares and lihgstiture the number of shares that may be awardéer the plan as full value awards to
100,000 shares. At December 31, 2014, there weFd 8 options outstanding under the 2004 LTIP Réémhich 854,662 were exercisable;
in addition, there were no shares of unvestedicéstlr stock outstanding.

Stock Purchase Plan

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

During each purchase period, eligible employees desjgnate between 1% and 25% of their compenstttiba deducted for the
purchase of common stock under the plan (up to 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 émbés or her annual or other director
compensation paid in cash for the current plan.yBae purchase price of the shares under the plaqual to 85% of the fair market value on
the first day of the plan year (which is a calengiar, running from January 1 to December 31)fdower, on the last day of the plan year.

Due to the compensatory nature of such plan, thegaoy has recorded the related share based contiparisathe consolidated
statement of operations. The aggregate numberanéshieserved for issuance under the Employee $aahase Plan is 1,850,000 share:
of December 31, 2014, 1,517,313 shares had begedissmider the Stock Purchase Plan.

Share-Based Compensation:

As of December 31, 2014, the unamortized compesrsatipense relating to options granted and expégcted recognized was $2.8
million. This amount is expected to be recognizedugh January 2018. The following tables showdeiail of share-based compensation by
line item in the consolidated statements of openatias well as by grant type, for the years endezbMber 31, 2014, 2013 and 2012 and the
assumptions for each of these years in which grnaete awarded:

Year Ended Year Ended Year Ended
December 31, December 31, December 31,
(U.S. Dollars in thousands, except assumptions) 2014 2013 2012
Cost of sale: $ 137 $ 104 $ 592
Sales and marketir 1,701 1,444 1,55C
General and administrati 3,57¢ 4,482 4,02<
Research and developmt 308 236 138
Total $ 5,724 $ 6,267 $ 6,303
Year Ended Year Ended Year Ended
December 31, December 31, December 31,
(U.S. Dollars in thousands, except assumptions) 2014 2013 2012
Stock options $ 1,391 $ 2,75 $ 3,42¢
Restricted stock awart 3,40C 1,964 1,387
Stock purchase ple 933 1,55C 1,487
Total $ 5724 $ 6,267 $ 6,303
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Year Ended Year Ended
. December 31, December 31,
Assumptions: 2014 2013
Expected tern 5.00 year 5.00 year

31.7%— 34.5%
1.52%- 1.70%

Expected volatility

Risk free interest rat

Dividend rate

Weighted average fair value of options granted
during the yea $

Stock Option Activity:

Summaries of the status of the Company'’s stocloogilans as of December 31, 2014 and 2013 and ebahging the year ended

December 31, 2014 are presented below:

10.45 $

32.1%- 50.8%
0.58%-— 1.52%

10.8¢

Year Ended
December 31,
2012

4.50 year
50.9%- 51.8%
0.76%-— 0.84%

16.9¢

Weighted
Average
Remaining
Weighted Average Contractual
Options Exercise Price Term
Outstanding at December 31, 2( 1,924,17¢ $ 33.12
Grantec 286,75( $ 33.2C
Exercisec (366,95¢) $ 26.0¢
Forfeited (316,139 $ 32.7¢
Outstanding at December 31, 2( 1,527,83t $ 34.91 4.48
Vested and expected to vest at
December 31, 201 1,437,70. $ 35.2¢ 4.22
Options exercisable at December 31, 2 936,561 $ 36.64 2.72

Outstanding and exercisable by price range as of @Bember 31, 2014

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- $21.78 164, 75( 7.0C $ 21.11 47565 $ 20.41
$22.75- $27.97 141,33¢ 597 $ 24.87 81,33 $ 24.64
$27.98-$31.40 151,50( 522 $ 29.27 119,00 $ 29.34
$31.83- $36.25 238,42t 824 $ 342t 44,00 $ 31.8¢
$37.36- $37.36 53,33¢ 527 $ 37.3¢€ 41332 $ 37.3¢€
$38.11- $38.11 142,07t 1.22 $ 38.11 142,07 $ 38.11
$38.82- $39.94 299,68 344 $ 39.3¢ 137,027 $ 39.8¢
$40.27- $41.37 157,50( 182 $ 41.1¢ 145,00 $ 41.1¢
$43.04- $44.97 160,73 1.74 $ 4461 160,73 $ 44.61
$45.84- $50.99 18,50( 192 $ 484 18,50C $ 48.4:
$10.42- $50.99 1,527,83t 448 $ 3491 936,56 $ 36.64

The weighted average remaining contractual lifexarcisable options was 2.72 years at Decemb&@H4. The total intrinsic value
options exercised was $2.1 million, $0.4 milliorde8¥.2 million for the years ended December 3142@013 and 2012, respectively. The
aggregate intrinsic value of options outstandind aptions exercisable as of December 31, 2014dslleded 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 $30.06 closing price of the Comparsgock on December 31, 2014. The aggregate imtratue of options outstanding was
$2.4 million, $0.5 million and $11.2 million for¢hyears ended December 31, 2014, 2013, and 2Gkzatively. The aggregate intrinsic
value of options exercisable was $1.0 million, $®iftion and $9.8 million for the years ended Detem31, 2014, 2013 and 2012,
respectively.
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Restricted Stock

During the year ended December 31, 2014, the Coyngiamted to employees and non-employee direc&8s430 shares of restricted
stock, 99,600 of which are performance based, wixsh at various dates through December 2018. Buhia year ended December 31, 2(
the Company granted to employees and non-empldyegtats 269,791 shares of restricted stock, whadt at various dates through October
2017. The compensation expense, which represanfaittvalue of the stock measured at the markeet the date of grant, less estimated
forfeitures, is recognized on a straidiine basis over the vesting period. The aggregdtevélue of restricted stock that vested durirgytbar
ended December 31, 2014, 2013 and 2012 was $2i6rm#$2.1 million and $1.2 million, respectivelynamortized compensation expense
related to restricted stock amounted to $11.4 omiliit December 31, 2014, of which $3.1 million tedato performance based restricted stock
that are contingent upon meeting certain perforradoased vesting criteria, and is expected to begrézed over a weighted average peric
approximately 2.3 years. The aggregate intrinalae of restricted stock outstanding was $31.9oni)l$6.5 million and $6.3 million for the
years ended December 31, 2014, 2013 and 2012 ctasge.

A summary of the status of our restricted stockfd3ecember 31, 2014 and 2013 and changes duringethr ended December 31,
2013 are presented below:

Weighted
Average Grant
Shares Date Fair Value
Non-vested as of December 31, 2( 286,70 $ 28.01
Grantec 358,45( $ 33.5¢
Vested (84,39¢) $ 29.2F
Cancellec (99,789 $ (30.39)
Non-vested as of December 31, 2( 460,97¢ $ 31.5E

18. Earnings per share

For each of the three years ended December 31, B¢ were no adjustments to net income (logg)dgposes of calculating basic
and diluted net income (loss) available to comntmareholders. The following is a reconciliation loé tweighted average shares used in the
basic and diluted net income (loss) per commonesbamputations.

Year Ended December 31,

2014 2013 2012
Weighted average common shi-basic 18,459,05. 18,697,22i 18,977,26:
Effect of diluted securities
Unexercised stock options net of treasury share
repurchas — — 413,15(
Weighted average common shidiluted 18,459,05. 18,697,22i 19,390,41.

No adjustment has been made in 2014 or 2013 focammon stock equivalents because their effectddnmei anti-dilutive. For 2013
potentially dilutive shares totaled 101,672.

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 geare. There were 1,062,198, 1,186,259 and 78®6t58anding options not included in
the diluted earnings per share computation fofiteal year ended December 31, 2014, 2013 and 28%gectively, because the inclusion of
these options was anti-dilutive.
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19. Quarterly financial data (unaudited)

Condensed Consolidated Statement of Operations
(U.S. Dollars, in thousands, except per share data)

(U.S. Dollars, in thousands, except share and penare data) 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Year
2014
Net sales $ 100,01« $ 100,98 $ 100,99« $ 100,28 $ 402,27
Cost of sale: 26,77: 25,41¢ 25,26¢ 21,457 98,91-
Gross profit 73,241 75,571 75,72¢ 78,821 303,36¢
Operating expens 73,27( 68,861 69,21¢ 74,874 286,22¢
Operating (loss) incom (29) 6,704 6,50¢ 3,958 17,13¢
Net (loss) income from continuing operatic (1,94¢) 3,26€ 28 (5,090 (3,744
Net (loss) incom $ (2508 $ (683) $ 452 $ (5,799 $ (8,537)
Net income (loss) per common she
Basic:
Net (loss) income from continuing operatic $ (0.11) $ 0.18 $ 0.0C $ 0.27) $ (0.20)

Net (loss) incom $ (0.19 $ (0.04) $ 0.02 $ (0.3) $ (0.4€)
Diluted:
Net (loss) income from continuing operatic $ (0.11) $ 0.18 $ 0.0C $ (0.27) $ (0.20)
Net (loss) incom $ (0149 $ (0.09) $ 0.02 $ (0.31) $ (0.46)
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Year
2013
Net sales $ 102,27¢ $ 9764C $ 91,80¢ $ 10588t $ 397,61
Cost of sale: 25,841 21,88¢ 25,06¢ 34,12 106,91:
Gross profit 76,43¢ 75,75¢€ 66,742 71,762 290,69¢
Operating expens 70,37( 68,83¢ 80,84: 81,842 301,89!
Operating incom: 6,06¢ 6,92( (14,107 (10,079 (11,197)
Net income from continuing operatio 5,92€ 2,012 (16,504 (9,639) (18,205)
Net income $ 3,447 $ (3,011) $ (18,83¢) $ (10,412 $ (28,817
Net income (loss) per common she
Basic:
Net income from continuing operatio $ 031 $ 011 $ (0.91) $ (0.53) $ (0.97)
Net income $ 0.18 $ (0.16¢) $ (1.09) $ (0.58) $ (1.54)
Diluted:
Net income from continuing operatio $ 03C $ 0.1C $ (091) $ (053 $ (0.97)
Net income $ 018 $ (0.16) $ (1.09) $ (0.58) $ (1.54)
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Condensed Consolidated Balance Sheets

(U.S. Dollars, in thousands, except share and pehare data) 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
2014
Total asset $ 403,97 $ 433,997 $ 411,048 $ 393,18¢
Total liabilities 103,41( 128,78¢ 106,02¢ 93,55¢
Total shareholde’ equity 300,56 305,21] 305,01¢ 299,627
Total liabilities and sharehold¢ equity $ 40397 $ 433,997 $ 411,048 $ 393,18t
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
2013
Total asset $ 464,15. $ 446,321 $ 41552¢ $ 411,97¢
Total liabilities 103,17¢ 114,17¢ 108,53! 116,11
Total shareholde’ equity 360,97¢ 332,14¢ 306,99: 295,86:
Total liabilities and sharehold¢ equity $ 464,150 $ 446,327 $ 41552« $  411,97¢

2 0. Subsequent events

In January 2015, the Company completed the saits Gempus™ Cervical Plate product line, which was part of @@mpany’sSpine
Fixation SBU. The sale included the transfer of astets of $2.1 million, consisting of intellectpabperty and the associated inventary,
exchange for consideration of $4.8 million in cash.

On March 4, 2015, the Company entered into an @@#greement (the “Option Agreement”) with eNeurg,.l(“eNeura”), a privately
held medical technology company that is developiegjces for the treatment of migraines. The Opfigreement provides the Company with
an exclusive option to acquire eNeura (the “Optjahiring the 18-month period following the grantloé Option. In consideration for the
Option, (i) the Company paid a non-refundable $2%0isand fee to eNeura, and (ii) eNeura issuednaettible Promissory Note (the “eNeura
Note”) to the Company. The principal amount of the efdedote is $15.0 million and interest will accrue#@%. The eNeura Note will mature
on the earlier of (i) March 4, 2019, or (ii) consuation of the acquisition (as described below)essiconverted or prepaid at an earlier date.
The Company will be entitled to designate one regm&ative for appointment to the board of directdrsNeura during the 18-month option
period. Pursuant to an Agreement and Plan of Mdyglveen the Company, eNeura and certain othaepgiftthe Company exercises the
Option to acquire eNeura, the Company will payotorfer eNeura shareholders $65 million (subjecettain positive or negative adjustments
based on the assets and liabilities of eNeuradttition, during the 4-year period following thesihg of such acquisition, the Company rbay
required to pay additional cash consideration teleBl shareholders upon the satisfaction of ceméastones.
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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 2014 2013
Assets
Current asset:
Cash and cash equivalel 5162 $ 1,42¢
Prepaid expenses and other current a: 270 670
Total current asse 5,432 2,09¢
Investments in and amounts due from subsidiaridsaffiliates 306,10¢ 308,171
Total asset 31153 $ 310,26¢
Liabilities and shareholder’s equity
Current liabilities 3,79¢ $ 6,29t
Long-term liabilities 8,111 8,111
Shareholde¢'s equity:
Common stocl 1,861 1,81C
Additional paid in capita 232,78¢ 216,65
Accumulated earning 65,36( 73,891
Accumulated other comprehensive (loss) ince (382) 3,502
299,62' 295,86:
Total liabilities and shareholc's equity 311,537 $ 310,26¢

See accompanying notes to condensed financiahséms.




Orthofix International N.V.

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

Condensed Statements of Operations (unaudited)

Year Ended Year Ended Year Ended
December 31, December 31, December 31,

(U.S. Dollars in thousands) 2014 2013 2012
(Expenses) incom
General and administrati (21,077 $ (16,640 $ (7,700
Equity in earnings of investments in subsidiaried affiliates 12,54( (12,494 50,331
Other, ne (4) 323 24
(Loss) income before income tax (8,537) (28,817) 42,65t

Income tax expens — — 197
Net (loss) incom (8,537 $ (28,812) $ 42,852

See accompanying notes to condensed financiahsémis.
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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)

Year Ended Year Ended Year Ended
December 31, December 31, December 31,

(U.S. Dollars in thousands) 2014 2013 2012

Net (loss) incom $ (8,537) $ (28,812) $ 42,852
Equity in (loss) earnings of investments in sulzgids and affiliate (12,540 12,49¢ (50,33))
Cash (used in) provided by other operating actis (5,167) 468 (6,811)
Net cash used in operating activit (26,244 (15,850 (14,290
Cash flows from investing activitie

Distributions and amounts received from subsid& 20,72¢ 53,38¢ 12,564
Capital expenditure — — —
Net cash provided by investing activiti 20,72z 53,38¢ 12,564
Cash flows from financing activitie

Net proceeds from issuance of common s 10,462 3,45C 25,58¢
Repurchase of treasury sha — (39,499 —
Contributions to subsidiaries and affilia (1,411 (7,543) (36,927)
Excess tax benefit on exercise of stock opt 206 82 1,02C
Net cash provided by (used in) financing actigi 9,257 (43,505) (10,31%)
Net increase (decrease) in cash and cash equis 3,73€ (5,96€) (12,047)
Cash and cash equivalents at the beginning ofdhe 1,42€ 7,392 19,43:
Cash and cash equivalents at the end of the $ 5162 $ 1,42¢€ $ 7,392

See accompanying notes to condensed financiahsémis.
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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 presentation

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

2. Restricted net assets of subsidiaries

Certain of the Company’s subsidiaries have regitriston their ability to pay dividends or make motampany loans and advances
pursuant to their financing arrangements. The amolrestricted net assets the Company’s subsatidréeld at December 31, 2014 and 2013
was approximately $181.8 million and $168.5 millioespectively. Such restrictions are on net asda@sthofix Holdings, Inc. and its
subsidiaries.

3. Commitments, contingencies and long-term oblig@ns
For a discussion of the Company’s commitments,ingetcies and long term obligations under its sesgéaured credit facility, see

Note 5, Note 7 and Note 15 of the Com(’s consolidated financial statements.

4, Dividends from subsidiaries
Orthofix International N.V. did not receive cashlidends in 2014 or 2013.
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Orthofix International N.V.

Schedule 2—Valuation and Qualifying Accounts
For the years ended December 31, 2014, 2013 ari2l 201

Additions
Charged

Balance at Charged to (credited)
(U.S. Dollars in thousands) beginning cost and to other Deductions/ Balance at
Provisions from assets to which they appl of year expense: accounts Other end of year
2014
Allowance for doubtful accounts receival $ 9,111 $ 937 — $ (2,769 $ 7,28t
Deferred tax valuation allowan: 31,77z 5,66¢€ — — 37,43¢
2013
Allowance for doubtful accounts receival $ 6,67 $  4,59C — $ (2159 $ 9,111
Deferred tax valuation allowan: 26,361 5,411 — — 31,772
2012
Allowance for doubtful accounts receival $ 6,184 $ 2,027 $ 13 $ (@528 $ 6,67
Deferred tax valuation allowan: 19,12« 7,237 — — 26,361



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, i
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:s
Puerto Ricc
Seychelles
UK

UK

UK

UK

UK

UK

UK

us

us

us

us

us

us

us



Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference irféHewing Registration Statements:

1)

(2)
(3)
(4)
()
(6)

(7)

(8)
(9)
(10)

(11)
(12)

Form S-8 No. 333-107537 pertaining to the Gfithinternational N.V. Staff Share Option Plan a&ddhofix 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 Gfithinternational N.V. Amended and Restated 2004d-Term Incentive Plan and the
Orthofix International N.V. Amended and Restatedc&tPurchase Pla

Form S-8 No. 333-155358 pertaining to the B®ptions Granted Pursuant to Inducement Grant Nalified 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 thecBtOptions Granted Pursuant to Inducement Grangalified Stock Option Agreement
between Orthofix International N.V. and Vicente lles;

Form £-8 No. 33:-182952 pertaining to the Orthofix International N2012 Lon+Term Incentive Plan; ar

Form S-8 No. 333-195797 pertaining to thaubement Grant Non-Qualified Stock Option Agreentmttveen Orthofix International
N.V. and Bradley R. Mason, the Inducement Grant-Qualified Stock Option Agreement between Orthdfiternational N.V. and
Mark A. Heggestad and the Inducement Grant ResttriStock Agreement between Orthofix International.Nind Mark A. Heggesta

of our report dated April 29, 2015, with respecthte consolidated financial statements and schexfulathofix International N.V. and the
effectiveness of internal control over financigboeting of Orthofix International N.V. included this Annual Report (Form 1K) of Orthofix
International N.V. for the year ended December2814.

/sl Ernst & Young LLP

Dallas, Texas
April 29, 2015



Exhibit 31.1

CERTIFICATION

I, Bradley R. Mason, certify that:

1. I have reviewed this annual report on Forr-K of Orthofix International N.V.
2. Based on my knowledge, this report does notadomny untrue statement of a material fact ontdmnstate 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
3. Based on my knowledge, the financial statememd 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
4.  The registrant’s other certifying officer(s)danare responsible for establishing and maintgimisclosure 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 procedareaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, 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 finanaglarting, or caused such internal control overrfaia reporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c.  evaluated the effectiveness of the registratisslosure controls and procedures and presentihisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d. disclosed in this report any change in thestegmt’s internal control over financial reportitigait occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas material affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5.  The registrant’s other certifying officer(s)danhave disclosed, based on our most recent el@tuaf 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 weadses in the design or operation of internal cootrer 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 ineslvynanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reportin

Dated: April 29, 201! By: /s BRADLEY R. MASON

Name: Bradley R. Masc
Title: President and Chief Executive Officerrditor



Exhibit 31.2

CERTIFICATION

I, Doug Rice, certify that:

1. I have reviewed this annual report on Forr-K of Orthofix International N.V.
2. Based on my knowledge, this report does notadomny untrue statement of a material fact ontdmnstate 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
3. Based on my knowledge, the financial statememd 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
4.  The registrant’s other certifying officer(s)danare responsible for establishing and maintgimisclosure 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 procedareaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, 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 finanaglarting, or caused such internal control overrfaia reporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c.  evaluated the effectiveness of the registratisslosure controls and procedures and presentihisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d. disclosed in this report any change in thestegmt’s internal control over financial reportitigait occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas material affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5.  The registrant’s other certifying officer(s)danhave disclosed, based on our most recent el@tuaf 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 weadses in the design or operation of internal cootrer 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 ineslvynanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reportin

Dated: April 29, 201! By: /s/ DOUG RICE

Name: Doug Rici
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 10-K for theeriod ended December 31,
2014, (the “Report”as filed with the Securities and Exchange Commissinthe date hereof, Bradley R. Mason, Chief EtteeDfficer ant
President of Orthofix, and Doug Rice, Chief Finah€fficer, each certify, pursuant to 18 U.S.C.t8ec1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, tieahis knowledge:

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 faphgsents, in all material respects, the finana@aldition and results of operations of

Orthofix.
Dated: April 29, 201! /s BRADLEY R. MASON
Name: Bradley R. Masc
Title: President and Chief Executive Offic
Dated: April 29, 201! /s/ DOUG RICE

Name: Doug Ric
Title: Chief Financial Office



