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EXPLANATORY NOTE

Orthofix International N.V. (together with its resgive consolidated subsidiaries and affiliates, tbompany,’sometimes referred to
“we”, “us” or “our”) is filing this Quarterly Repdron Form 10-Q for the fiscal quarter ended June28@4 (this “Report”) concurrently with
the filing of the Quarterly Report on Form 10-Q the quarter ended September 30, 2014 (“2014 Tirarter Form 10-Q"), an amendment
(the “2013 Form 10-K/A”) to its Annual Report ontro 10-K for the fiscal year ended December 31, 2@8 “Original 2013 Form 10-K")
and an amendment (the “2014 First Quarter Form *@nd together with the Form 10-K/A, the “Amendnts”) to its Quarterly Report on
Form 10-Q for the fiscal quarter ended March 31,2@he “Original 2014 First Quarter Form 10-Q")s Areviously disclosed in Current
Reports on Form 8-K filed on August 6, 2014 and #stdl9, 2014, as well as in a Form 12b-25 filedhogust 12, 2014, the filing of this
Report was delayed while the Company evaluatedtheunting treatment applied to certain entriegaioad in the previous restatement of
the Company'’s prior period financial statementsdiin March 2014 (the “Original Restatement”), adl\as related entries in subsequent
periods.

As a result of this evaluation, the Company deteelithat certain manual journal entries with respethe previously filed
consolidated financial statements contained inGhginal 2013 Form 10-K and Original 2014 First @eaForm 10-Q were not properly
accounted for under U.S. generally accepted acomuptinciples (“U.S. GAAP”). These additional ersaffect the fiscal years ended
December 31, 2013, 2012 and 2011, as well assbalfguarter ended March 31, 2014 and other padogs. Due to these errors, the
Company determined in August 2014 to restate itsaclidated financial statements for the fiscal gearded December 31, 2013, 2012 and
2011 (including the interim quarterly periods caméa within the fiscal years ended December 313201d 2012) and the fiscal quarter er
March 31, 2014, and that the previously filed ficiahstatements for these periods (including tremsgained in the Original 2013 Form K-
should no longer be relied upon. Restated congelidffnancial statements for the fiscal years eridedember 31, 2013, 2012 and 2011 are
contained in the 2013 Form 10-K/A and restated eosdd consolidated financial statements for thoaffiguarters ended March 31, 2014 and
2013 are contained in the 2014 First Quarter FODAQAA. In addition, restated condensed consolidéitethcial statements for the fiscal
quarter ended June 30, 2013 are contained herdireatated condensed consolidated financial statesnier the fiscal quarter ended
September 30, 2013 are contained in the 2014 Tuarter Form 10-Q. The Company refers to the redtabnsolidated financial statements
for these periods in these collective filings as ‘fRurther Restatement.”

Description of the Further Restatement
The errors corrected by the Further Restatemerdasafellows:

. A majority of revenue from the Company’s BiaBt5BU is derived from third parties, which is subj change due to
contractual adjustments related to commercial auste carriers, and may include certain patientaypgmounts. The
Company previously recorded certain co-pay and®ffamounts as revenue with estimated uncollectibttions being
recognized as bad debt expense. Given the coliégtals co-pay and self-pay amounts was not reabbynassured, the
conditions for revenue recognition had not beenanetrevenue for those amounts should not have teeegnized until
collected. Adjustments to correct the foregoinguadequally both the Company’s historical net satebits sales and
marketing expense by approximately $2.2 million0#@illion and $6.0 million for the fiscal yearsds=d December 31,
2013, 2012 and 2011, respectively, and $1.4 milirthe fiscal quarter ended March 31, 2014. Aiddally, there was
$1.4 million in the fiscal quarter ended March 2@14 related to contractual amounts from commensglrance carriers
which was incorrectly classified to bad debt experadher than a reduction of revenue, for a t@aiiction to bad debt and
revenue of $2.8 million for the fiscal quarter eddéarch 31, 2014. These adjustments have no effeaet income from
continuing operations or net income in those pexi

. Certain bad debt reserves originally recordeddodi years 2011 and 2012 were reversed in incopezatds in the Origin:
Restatement in connection with the change to betltigh accounting for certain distributors. As suit sales and
marketing expense was understated by approxim@tet/million and $1.1 million for the fiscal yeagaded December 31,
2013 and 2012, respectively, and overstated byosppately $2.1 million for the fiscal year endeddeeber 31, 201:

. As part of analyzing collections experience on aot® receivable, the Company identified that it merrectly considere
certain deferred revenue amounts included in grossunts receivable when calculating estimatedveseSpecifically,
the computation of the contractual allowances adidebt allowances, which serves to adjust accoantivable to the
estimated collectible amount, incorrectly assuniied $ome percentage of deferred amounts would llectam, rather than
fully deferring these amounts. Adjustments to ccirtkis error resulted in a net decrease in opggaticome of $0.7 millio
and $0.2 million for the fiscal years ended Decen®ig 2013 and 2011, respectively, and a net iser@aoperating
income of $2.1 million for the fiscal year endedcBmber 31, 2012, as well as a net decrease intoggehass of $1.5
million for the fiscal quarter ended March 31, 20

. As part of the Original Restatement, the Conypaade certain corrections to prior period excessabsolete inventory
reserves. The effect of these corrections was omtidered when determining the adjustments needelihtinate
intercompany profits from inventories in the OrigiifRestatement. Adjustments to correct this eesulted in an increase
to cost of sales of $1.1 million, $0.2 million a$@d.3 million for the fiscal years ended DecemberZ811 3, 2012 and 2011,
respectively, as well as an increase to cost eksafl $3.0 million for the fiscal quarter ended baB1, 2014

. As part of the remediation activities that éolled the Original Restatement, the Company expaitsl@docedures in the



second quarter of 2014 to validate the existendilof inventory held by independent sales repregamres and noted that,
in many cases, this inventory had higher ratesis$img inventory (“shrinkage”) than previously estited. To determine
whether these higher error rates were pervasivasadts field inventory, the Company counted apinaxely 90% of its
field inventory during the third and fourth fisaglarters of 2014. These counts resulted in theifttion of errors
relating to previous estimates of shrinkage. Adnesits in the Further Restatement to correct thesesenet of the related
effect on previously recorded excess and obsatetmiory reserves, resulted in an increase toafastles of $0.4 million,
$0.3 million and $0.2 million for the fiscal yeaaded December 31, 2013, 2012 and 2011, respeagtasivell as an
increase to cost of sales of $0.2 million for tisedl quarter ended March 31, 20

. In connection with its remediation efforts agated with the material weakness noted in the i@sigRestatement related to
inventory reserves, including performing a hindsigmhalysis of previously established reservesCibepany concluded
that it was not appropriately calculating inventoggerves, including its consideration of demarstiaptions for “kits”,
which contain a variety of “piece patbmponents to be used during surgery as well antovy held by third parties unc
inventory purchase obligations. Adjustments to ectrthis error resulted in an increase to cosalefssof $3.2 million, $1.5
million and $0.1 million for the fiscal years endeédcember 31, 2013, 2012 and 2011, respectivelyetlsaas an increase
cost of sales of $2.4 million for the fiscal quageded March 31, 201

In addition to the adjustments described aboveCimapany is correcting certain other items. Theaotf correcting these items
results in a decrease to income tax expense ofrfillibn and $1.1 million for the fiscal years endBecember 31, 2013 and 2012,
respectively, to correct an income tax payablerghat was recorded during the Original Restatemteese adjustments are separate from the
tax effect of the errors described above.

In the aggregate, the remaining additional adjustmeesulted in a decrease to loss before incores taf $1.1 million for the fiscal ye
ended December 31, 2013, a decrease to incomeehinfmme taxes of $0.1 million for the fiscal yeaded December 31, 2012 and a
increase to loss before income taxes of $0.7 millgy the fiscal year ended December 31, 2011,adkas a decrease to loss before income
taxes of $1.6 million for the fiscal quarter endédrch 31, 2014.

Further information regarding the Further Restat@msecontained herein and in the Amendments.
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Forward-Looking Statements

This report contains forward-looking statementsimithe meaning of Section 21E of the Securitieshaxge Act of 1934, as amended,
and Section 27A of the Securities Act of 1933, mgmded, relating to the Company’s business anadiaboutlook, which are based on
current assumptions, expectations, estimates,dste@nd projections. In some cases, forward-lgogiatements can be identified by
terminology such as “may,” “will,” “should,” “expés,” “plans,” “anticipates,” “estimates,” “proje¢tsintends,” “predicts,” “potential” or
“continue” or other comparable terminology. Theseward-looking statements are not guarantees afdyterformance and involve risks,
uncertainties, estimates and assumptions thatifficti to predict. Therefore, actual outcomes aadults may differ materially from those
expressed in these forward-looking statements. Emeliance should not be placed on these forwaskithg statements. The Company
undertakes no obligation to further update any statements to reflect new information, the ocawreeof future events or circumstances or
otherwise.

The forward-looking statements in this filing da monstitute guarantees or promises of future perdmce. Factors that could cause or
contribute to such differences may include, butrenelimited to, risks relating to the recent Au@bmmittee accounting matters review, the
restatements of financial statements for certaior periods described in the Amendments and heagid related legal proceedings (including
potential action by the Division of Enforcementloé SEC and pending securities class action libgatthe Company’s review of allegations
of improper payments involving the Company’s Brdmked subsidiary, the Company’s previous and stimen-compliance with certain
Nasdaq Stock Market LLC listing rules, and relgbedding hearings proceedings in connection thehewite expected sales of produ
including recently launched products, unanticipaependitures, changing relationships with custemarppliers, strategic partners and
lenders, changes to and the interpretation of gmwental regulations, the resolution of pendingéition matters (including indemnification
obligations with respect to certain product lidiiktlaims against, and the government investigadipthe Company’s former sports medicine
global business unit), ongoing compliance obligaiander a corporate integrity agreement with tffee®of Inspector General of the
Department of Health and Human Services (and tlatens of probation), a deferred prosecution agese with the U.S. Department of
Justice and a consent decree with the SEC, rigkisng to the protection of intellectual propentiranges to the reimbursement policies of
third parties, the impact of competitive productsanges to the competitive environment, the acoeptaf new products in the market,
conditions of the spine and orthopedic industesdit markets and the economy, corporate developare market development activities,
including acquisitions or divestitures, and ottisks described in Part I, Item 1A under the headRigk Factorsin the 2013 Form 18dJA, as
well as in other reports that the Company will filehe future.
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PART I. FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements

ORTHOFIX INTERNATIONAL N.V.
Condensed Consolidated Balance Sheets

December 31

June 30,
(U.S. Dollars, in thousands, except share da 2014 2013
(unaudited) (Restated)

Assets
Current asset:

Cash and cash equivalel $ 28,91¢ $ 28,92«

Restricted cas 45,24¢ 23,76:

Trade accounts receivable, less allowance for doluatcounts of $8,971 and $9,111 at June 30, 20

and December 31, 2013, respectiv 63,32: 70,81

Inventories 70,90: 72,67¢

Deferred income taxe 40,40z 39,99¢

Prepaid expenses and other current a: 43,88t 28,93
Total current asse 292,67¢ 265,10¢
Property, plant and equipment, | 51,08: 54,37:
Patents and other intangible assets 8,07t 9,04¢
Goodwill 53,56¢ 53,56¢
Deferred income taxe 22,76 22,39¢
Other lon¢-term asset 5,83¢ 7,492
Total asset $433,99 $ 411,97
Liabilities and shareholders’ equity
Current liabilities:

Trade accounts payak $ 15,71 $ 20,67«

Other current liabilitie: 67,38: 49,67¢
Total current liabilities 83,09« 70,35(
Long-term debi 20,00( 20,00(
Deferred income taxe 13,32¢ 13,02¢
Other lon¢-term liabilities 12,361 12,73¢
Total liabilities 128,78t 116,11:
Contingencies (Note 1¢
Shareholder equity:

Common shares $0.10 par value; 50,000,000 shatlesrined; 18,534,625 and 18,102,335 issued al

outstanding as of June 30, 2014 and December 3B, 28spectivel 1,85¢ 1,81(

Additional paic-in capital 228,50: 216,65:

Retained earning 70,70¢ 73,891

Accumulated other comprehensive incc 4,14¢ 3,50z
Total shareholde’ equity 305,21; 295,86.
Total liabilities and sharehold¢ equity $433,99° $ 411,97

The accompanying notes form an integral part o§¢heondensed consolidated financial statements
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ORTHOFIX INTERNATIONAL N.V.
Condensed Consolidated Statements of Operations af@bmprehensive Income (Loss)
For the three and six months ended June 30, 20142013

Three Months Ended

Six Months Ended

June 30, June 30,
(Unaudited, U.S. Dollars, in thousands, except sharand per share data 2014 2013 2014 2013
(Restated) (Restated)
Product sale $ 88,57¢ $ 85,92 $ 176,87 $ 176,17
Marketing service fee 12,40¢ 11,71 24,12( 23,74¢
Net sales 100,98! 97,64( 200,99¢ 199,91¢
Cost of sale: 25,41« 21,88« 52,18 47,72¢
Gross profit 75,57 75,75¢ 148,81 152,19:
Operating expenst
Sales and marketir 42,01 44,53¢ 83,18¢ 90,38
General and administrati\ 17,55: 15,18 34,82¢ 33,42:
Research and developme 6,31z 8,551 12,24¢ 14,29
Amortization of intangible asse 661 56& 1,24t 1,10¢
Costs related to the accounting review and resexie 2,32i — 10,63t —
68,867 68,83¢ 142,13 139,20t
Operating incomi 6,704 6,92( 6,67t 12,98¢
Other income and expen
Interest expense, n (492 (45%) (960) (997)
Other (expense) income, r 363 (1,207 91 3,557
(129) (1,662) (869) 2,56(
Income before income tax 6,57t 5,25¢ 5,80¢ 15,54¢
Income tax expens (3,309 (3,24¢) (4,489 (7,610
Net (loss) income from continuing operatic 3,26¢ 2,012 1,31¢ 7,93¢
Discontinued operations (Note 1
Loss from discontinued operatio (5,829 (8,092 (6,629 (12,057
Income tax benefi 1,88( 3,06¢ 2,114 4,55(
Net loss from discontinued operatic (3,949 (5,029 (4,509 (7,509
Net (loss) incom $ (68%) $ (3,01 $ (3,19 $ 43€
Net (loss) income per common st-basic:
Net (loss) income from continuing operatic $ 0.1¢ $ 0.11 $ (0.07) $ 0.41
Net loss from discontinued operatic (0.22) (0.29) (0.2 (0.39)
Net (loss) income per common st-basic $ (0.09) $ (0.16) $ (0.179) $ 0.02
Net (loss) income per common st-diluted:
Net (loss) income from continuing operatic $ 0.1¢ $ 0.1C $ (0.07) $ 0.41
Net loss from discontinued operatic (0.22) (0.26) (0.2 (0.39)
Net (loss) income per common st-diluted $ (0.09) $ (0.16) $ (0.179) $ 0.02
Weighted average number of common she
Basic 18,445,34 19,140,52 18,322,18 19,285,00
Diluted 18,621,19 19,270,04 18,435,12 19,483,71
Other comprehensive (loss) incon
Unrealized (loss) gain on cre-currency swap, net of te $ (31) $ 22z $ 72 $ (96)
Foreign currency translation adjustm 19¢ (717 574 (3,390
Comprehensive los $ (516 $ (3,500 $ (2,54 $ (3,050

The accompanying notes form an integral part o$¢heondensed consolidated financial statements

6
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ORTHOFIX INTERNATIONAL N.V.
Condensed Consolidated Statements of Cash Flows
For the six months ended June 30, 2014 and 2013

(Unaudited, U.S. Dollars, in thousand:

Cash flows from operating activitie
Net (loss) incomi
Adjustments to reconcile net (loss) income to rshcprovided by operating activitie
Depreciation and amortizatic
Amortization of debt cosi
Amortization of exclusivity agreemer
Provision for doubtful accoun
Deferred income taxe
Sharebased compensatic
Excess income tax benefit on employee s-based compensatic
Other
Change in operating assets and liabilit
Trade accounts receivat
Inventories
Prepaid expenses and other current a
Trade accounts payak
Other current liabilitie:
Long-term asset
Long-term liabilities
Net cash provided by operating activit
Cash flows from investing activitie
Capital expenditures for property, plant and equpt
Capital expenditures for intangible ass
Purchase of other investmel
Sale of other investmen
Net cash used in investing activiti
Cash flows from financing activitie
Net proceeds from issuance of common sh
Repayment of bank borrowings, r
Changes in restricted ca
Repurchase of treasury sha
Excess income tax benefit on employee s-based award
Net cash used in financing activiti
Effect of exchange rate changes on ¢
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at the beginning ofdheq

Cash and cash equivalents at the end of the p

The accompanying notes form an integral part o§¢heondensed consolidated financial statements

7

Six Months Ended
June 30,
2014 2013
(Restated

$(3,19) $ 43¢

11,51¢ 10,28t

362 36C
1,467 68¢
85¢ 2,19:
(452) 227
2,377 3,431
(40) (82)

(1,390 2,35:

6,76( 14,82
2,23¢ (11,479
(16,245 5,21¢
(4,959 (3,457
18,987 11,79
(169 (1,49
(23) (1,16
17,87¢ 34,13

(6,139 (12,82

(119) (651)
— (776)

32 —
(6,22 (14,25
9,52( 2,18¢
— (16)
(21,400 721
— (26,86¢)
40 82
(11,849 (23,89
192 (38¢)
(5) (4,39

28,92¢ 30,76
$28,91¢ $26,36¢
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ORTHFIX INTERNATIONAL N.V.
Notes to the Unaudited Condensed Consolidated Finaial Statements

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

The accompanying unaudited condensed consolidettaxdal statements have been prepared in accadeitit generally accepted
accounting principles in the United States (“U.@AP") for interim financial information and with ¢hinstructions to Form 10-Q and
Rule 10-01 of Regulation S-X. Pursuant to thesesrahd regulations, certain information and nateldsures, normally included in financial
statements prepared in accordance with U.S. GAAR haen condensed or omitted. In the opinion ofagament, all adjustments
(consisting of normal recurring items) consideredessary for a fair presentation have been inclu@pdrating results for the six months
ended June 30, 2014, are not necessarily indicafittee results that may be expected for the yrding December 31, 2014. The balance
sheet at December 31, 2013, has been derived freraudited financial statements at that date, bes diot include all of the information and
footnotes required by accounting principles gemgadcepted in the U.S. for complete financialeta¢nts. For further information, refer to
the consolidated financial statements and notestiheontained in the 2013 Form 10-K/A. The notethe unaudited condensed consolidated
financial statements are presented on a contirbesg unless otherwise noted.

(b) Reclassifications

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

(c) Use of estimates

The preparation of financial statements in confoymiith U.S. GAAP requires management to make egtsiand assumptions that
affect the amounts reported in the financial statei:iand accompanying notes. On an ongoing bhei§ampany evaluates its estimates
including those related to contractual allowandesibtful accounts, inventories, potential intangigésets and goodwill impairment, income
taxes and share based compensation. Actual resuild differ from these estimates.

(d) Foreign currency translation

The financial statements for operations outsidd tl& are generally maintained in their local coege All foreign currency
denominated balance sheet accounts, except shdeesicdquity, are translated to U.S. dollars atqueend exchange rates and revenue and
expense items are translated at weighted averéggobhexchange prevailing during the year. Gaimslasses resulting from the translatiol
foreign currency are recorded in the accumulatbdratomprehensive income component of shareholdqrsty.

(e) Collaborative agreement

The Company receives a marketing fee through ocotitlon with Musculoskeletal Transplant FoundaftMTF”) for Trinity Evolution
® and Trinity ELITE®, for which, the Company has exclusive marketigts, and VersaShield™ for which we have non-exatus
marketing rights. Under the agreements with MTF ,AVprocesses the tissues, maintains inventory,raraicdes hospitals and surgery centers
and other points of care for service fees, whiehsaibmitted by customers via purchase orders. MTemsidered the primary obligor in th
arrangements and therefore the Company recogrizse tnarketing service fees on a net basis uppmehi of the product to the customer.

(f) Recently issued accounting standards

In May 2014, the Financial Accounting Standardsrddq&FASB”) issued Accounting Standards Update ((RpNo. 201409, Revenu
from Contracts with Customers. ASU 2014-09 supaséie revenue recognition requirements in Rev&agegnition (Topic 605), and
requires entities to recognize revenue in a waldbpicts the transfer of promised goods or sesviceustomers in an amount that reflects
the consideration to which the entity expects tehitled to in exchange for those goods or sesvid&U 2014-09 is effective for the
Company in the fiscal year beginning on Janua®01,7, including interim periods within that repagiperiod and is to be applied
retrospectively, with early application not permitt The Company is currently evaluating the effieat adopting this new accounting
guidance will have on consolidated results of ofi@na, cash flows and financial position.

2. Original and Further Restatement of the Consolidted Financial Statements

In connection with the Company’s preparation otissolidated interim quarterly financial statenseior the fiscal quarter ended June
30, 2014, the Company determined that certainentith respect to the previously filed financi@tements contained in the Original 2013
Form 10-K and the Original 2014 First Quarter FA®RQ



Table of Contents

were not properly accounted for under U.S. generaltepted accounting principles (*U.S. GAAP”). fasther described below, these
additional errors affect the fiscal years endeddbaduer 31, 2013, 2012 and 2011, as well as thd figeater ended March 31, 2014. Due to
these errors, the Company determined in August 29 idstate its consolidated financial statememtste fiscal years ended December 31,
2013, 2012 and 2011 (including the interim quaytedriods contained within the fiscal years endeddinber 31, 2013 and 2012) and the
fiscal quarter ended March 31, 2014, and that theipusly filed financial statements for these pdsi should no longer be relied upon. This
Report contains restated consolidated interim fir@rstatements for the fiscal quarter and yeaddte periods ended June 30, 2013.

Contemporaneously with the filing of this Repag iCompany is filing (i) an amendment to the Org)i2013 Form 10-K (the “2013
Form 10-K/A™), which amendment contains restatedsodidated financial statements for the fiscal gearded December 31, 2013, 2012 and
2011, and the quarterly reporting periods contaimighin the fiscal years ended December 31, 20182812, (i) an amendment to the
Original 2014 First Quarter Form 10-Q (the “2014sEQuarter Form 10-Q/A”), which amendment contaestated consolidated interim
financial statements for the fiscal quarters endadch 31, 2014 and 2013, and (jii) its delayed @rér Report on Form 10-Q for the fiscal
quarter ended September 30, 2014 (the “2014 Thira®@r Form 10-Q")which contains restated consolidated interim finalrgtatements fc
the fiscal quarterly and year-to-date periods erdiggtember 30, 2013. The corrections of the adiditierrors in the 2013 Form 10-K/A and
the 2014 First Quarter Form 10-Q/A are referreberein as the “Further Restatement.”

The Original 2013 Form 10-K reflected a prior réstaent of the Company’s consolidated financialestegnts for the fiscal years ended
December 31, 2012 and 2011 and the fiscal quamtggdeMarch 31, 2013, which we refer to herein as'@riginal Restatement.” For
additional information regarding the Original Réstaent, see the 2013 Form 10-K/A.

Background of Further Restatem

During the second quarter of 2014, the Company'sagament noted that the Company’s bad debt exgenge BioStim strategic
business unit (“SBU”) during the first quarter @f12 was higher than internally budgeted. As a tethé Company’s internal finance
department reviewed bad debt expense entrieson periods. In connection with this review, the Qamy also further considered its
accounting methodology with respect to certainpmévenue adjustments related to uncollectiblegpatto-pay and self-pay amounts. As
further described below, after performing this esvj the Company determined that errors existedimgléo the accounting for uncollectible
patient co-pay and self-pay amounts, and thatiodotd debt reserves originally recorded in figears 2011 and 2012 were reversed in
incorrect periods in the Original Restatement inregrtion with the change to sell-through accountimgertain distributors. After analyzing
these errors, the Company determined to furthéateeds financial statements as described in @38 ZForm 10-K/A, the 2014 First Quarter
Form 10-Q/A and herein. In addition to these matteertain other adjustments identified by manageniecluding revisions to inventory
reserves, intercompany profit adjustments and adsaeceivable reserves, were made to the consadidimancial statements in connection
with the Further Restatement, as discussed below.

Co-Pay and Self-Pay Revenue Adjustments

A majority of revenue from the Company’s BioStim\$B derived from third parties, which is subjezichange due to contractual
adjustments related to commercial insurance carrgerd may include certain patient co-pay amountaddition, certain patient purchasers
are without insurance, with revenue derived froelf‘pay” arrangements. In previously issued finahstatements, the Company recorded
these co-pay and self-pay amounts as revenue stithaed uncollectible portions being recognizetdad debt expense. Upon further
analysis, it was determined that because collditiabf co-pay and self-pay amounts was not reablynassured, the conditions for revenue
recognition had not been met and revenue for thossunts should not have been recognized until atelie

Adjustments to correct the foregoing reduce equadith the Company’s historical net sales and iesssand marketing expense by
approximately $0.3 million and $1.8 million for tfiscal quarter ended June 30, 2013 and the sixmsa@nded June 30, 2013, respectively.
These adjustments have no effect on net income émmtinuing operations, net income or total assessy period.

Bad Debt Timing Adjustments

In connection with the foregoing, the Company daired to review bad debt expense trends more by@amlbss all of its business
units. As a result of this process, the Compangrdgined that certain bad debt reserves originaltyrded in fiscal years 2011 and 2012 were
reversed in incorrect periods in the Original Resteent in connection with the change to sell-thtoagcounting for certain distributors.
Because the Original Restatement transferred tin@ssactions to sell-through accounting (as opptsseéll-in accounting, which had been
used when the original bad debt reserves weredaeddrthe bad debt reserve was reversed as pidue @riginal Restatement, as the
receivable that was being reserved for was no loregmgnized.
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Adjustments to correct this error result in an @age of sales and marketing expense of $1.5 mfthothe six months ended June 30,
2013. There were no adjustments to the fiscal guartded June 30, 2013. These adjustments regultedimpact to the accounts receivable
balance as of December 31, 2013.

Accounts Receivable Reserve Adjustm

As part of analyzing collections experience on aote receivable, the Company identified that it lmebrrectly considered certain
deferred revenue amounts included in gross accoeoéivable when calculating estimated reservesciSgally, the computation of the
contractual allowances and bad debt allowanceghnwd@rves to adjust accounts receivable to thmattd collectible amount, incorrectly
assumed that some percentage of the deferred asnwouotd be collected, rather than fully deferrihngge amounts.

Adjustments to correct this error resulted in adesirease in operating income of $0.4 million fa fiscal quarter ended June 30, 2013
and a net increase in operating income of $0.Zianifior the six months ended June 30, 2013, res@det

This adjustment resulted in a decrease in accaan&svable, net (due to an increase in reserves) @ecember 31, 2013 by $4.2
million.

Intercompany Profit Adjustmer

The Company has two manufacturing facilities whsapport the inventory needs of other subsidiahiesuigh intercompany sales
transactions. These intercompany sales includefé prargin for the selling subsidiary (“intercompaprofit”) that is eliminated by the
Company as part of its consolidated financial répgrprocess. The elimination of intercompany grofquires determining the affected net
inventory amounts and their related intercompamfifppmargin to eliminate all intercompany profigsulting in all inventories being carriec
historical cost in the Company’s consolidated fitiahstatements.

As part of the Original Restatement the Companyeraaitain corrections to prior period excess armblabe inventory reserves. The
effect of these corrections was not properly cazrgid when determining the adjustments neededrtorglte intercompany profits from
inventories in the Original Restatement.

Adjustments to correct this error resulted in aréase to cost of sales of $0.4 million and $0.Hanifor the fiscal quarter ended June
30, 2013 and the six months ended June 30, 204;3¢ckvely.

This adjustment resulted in a decrease in inverdsrgf December 31, 2013 by $2.6 million.

Inventory
Inventory Existence

As part of the remediation activities that followth@ Original Restatement, the Company expandgatdétsedures in the second quarter
of 2014 to validate the existence of field invegtbeld by independent sales representatives amditbat, in many cases, this inventory had
higher rates of missing inventory (“shrinkage”)nihfareviously estimated. To determine whether tinégleer error rates were pervasive across
its field inventory, the Company counted approxieha®0% of its field inventory during the third afalrth fiscal quarters of 2014. These
counts resulted in the identification of errorsatiglg to previous estimates of shrinkage.

Adjustments in the Further Restatement to corfezdd errors, net of the related effect on prevjotetorded excess and obsolete
inventory reserves, resulted in an increase toaosales of $0.1 million for both the fiscal quarended June 30, 2013 and the six months
ended June 30, 2013.

These adjustments resulted in a decrease in iryeasoof December 31, 2013 by $1.0 million.

Inventory Reserves

In connection with its remediation efforts assamitvith the material weakness noted in the Origiedtatement related to inventory
reserves, the Company concluded that it was nabgpiptely calculating inventory reserves, incluglits consideration of demand
assumptions for “kits”, which contain a variety“pfece part” components to be used during surdgeay lhave various demand considerations,
as well as inventory held by third parties undeeimory purchase obligations.

Adjustments to correct these errors resulted imarease to cost of sales of $1.2 million and $iilion for the fiscal quarter ended

June 30, 2013 and the six months ended June 38, Bfspectively. These adjustments resulted irceedse to inventory (due to an increase
in reserves) as of December 31, 2013 by $14.4anilli

Other Adjustment



In addition to the adjustments described aboveCrpany is correcting certain other items. Theaotpf correcting these items
results in an increase to income before incomestak&0.1 million for the fiscal quarter ended J8@¢ 2013, and a decrease to income before
income taxes of $0.2 million for the six months eddune 30, 2013.

The tables below show the effects of the Furthest&®®ement for the fiscal quarter ended June 3@ 20d the six months ended June
30, 2013. The tax effect of the adjustments isvestitd based on the Company’s estimated tax rate.
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(U.S. Dollars, in thousand
Net sales
Cost of sale:
Gross profit
Operating expense
Sales and marketir

General and administrati\
Research and developm
Amortization of intangible

asset:

Operating (loss) incom
Other income and (expens

Loss before income taxi

Income tax expens

Net loss from continuin
operations

(U.S. Dollars, in thousand
Net sales
Cost of sale:
Gross profit
Operating expense
Sales and marketir

General and administrati
Research and developm
Amortization of intangiblt

asset:

Operating incom
Other income and (expens
Income before income tax
Income tax expens
Net income from continuin

operations

Three Months Ended June 30, 201

Originally

Further Restatement Adjustments by Category

Reported in  Co-Pay anc Accounts Total Further
Bad Debt  Receivable Intercompany

2013 Self-Pay Restatement
Form 10-Q Revenue Timing Reserve Profit Inventory  Other Adjustments Restated
$ 9828 $ (336 $ — $ (319 % —  $ — % 9 % (64C) $97,64(
20,24¢ — — — 363 1,25¢ 16 1,636 21,88¢
78,03 (336 — (319 (363 (1,259 (7 (2,27¢)  75,75¢
44,91( (336) — 48 — — (83) (371) 44,53¢
15,20 — — — — — (23) (23) 15,18:
8,551 — — — — — — — 8,551
56E — — — — — — — 56E
69,23( (336) — 48 — — (106 (394) 68,83¢
8,80¢ — — (361) (365 (1,259 9g (1,889  6,92(
(1,677 — — — — — 15 15 (1,667)
7,127 — — (361) (369 (1,259 114 (1,869  5,25¢
(2,997 — — 12€ 127 441 (94%) (249) (3,246
$ 413 $ — $ — $ (239 % (23€) $ (818 $(829 $ (2,116 $ 2,01

Six Months Ended June 30, 201
Further Restatement Adjustments by Category
Originally
Reported in  Co-Pay anc Accounts Total Further
Bad Debt  Receivabl¢ Intercompany

2013 Self-Pay Restatement
Form 10-Q Revenue Timing Reserve Profit Inventory Other Adjustments Restated
$201,65. $ (1,78) $ — $ 12¢ $ — $ — $ (69 $ (1,73) $199,91
45,86 — — — 24z 2,07¢ (459 1,862 47,72°
155,79 (1,789 — 122 (242) (2,079 391 $ (3,596 152,19
89,96¢ (1,789 1,45¢ 4C — — 715 41¢ 90,38:
33,53¢ — — — — — (112) (112) 33,42
14,29: — — — — — — — 14,29;
1,10¢ — — — — — — — 1,10¢
138,89¢ (1,789 1,45¢ 4C — — 601 307 139,20t
16,89: — (1,455 83 (242) (2,079 (210 (3,909  12,98¢
2,52 — — — — — 33 33 2,56(
19,41¢ — (1,455 83 (242) (2,079 (177 (3,870  15,54¢
(7,67 — 50¢ (29) 85 72€ (1,225 68 (7,610
$ 11,74 $  — $ (946 $ 54 $ (157) $(1,35) $(1,407) $ (3,809 $ 7,93¢
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The effects of the Further Restatement on the aw®teconsolidated balance sheet as of Decemb@033,are as follows:

As of December 31, 201

Originally
Reported in Further
Restatemen
2013
(Unaudited, U.S. Dollars, in thousands, except shadata’ Form 10-Q Adjustments Restated
Assets
Current asset:
Cash and cash equivale $ 30,48¢ $ (1,567 $ 28,92«
Restricted cas 23,76: — 23,76!
Trade accounts receivable, less allowances of $%311
December 31, 201 75,56 (4,75¢€) 70,81
Inventories 90,57° (17,899 72,67¢
Deferred income taxe 33,94% 6,052 39,99¢
Prepaid expenses and other current a: 25,90¢ 3,027 28,93
Total current asse 280,24 (15,139 265,10t
Property, plant and equipment, | 54,60¢ (239 54,37:
Patents and other intangible assets 9,04¢ — 9,04¢
Goodwill 53,56¢ — 53,56¢
Deferred income taxe 18,33¢ 4,05¢ 22,39¢
Other lon¢-term asset 7,38t 107 7,492
Total asset $423,18. $ (11,209 $411,97!
Liabilities and shareholders’ equity
Current liabilities:

Trade accounts payak $ 20,67: $ — $ 20,67«

Other current liabilitie: 46,14¢ 3,53( 49,67¢
Total current liabilities 66,82( 3,53( 70,35(
Long-term debi 20,00( — 20,00(
Deferred income taxe 13,13 (10€) 13,02¢
Other lon¢-term liabilities 12,73¢ — 12,73¢
Total liabilities 112,68t 3,42¢ 116,11:
Contingencies (Note 1¢
Shareholder equity:

Common shares $0.10 par value; 50,000,000 shatlesreaed;

18,102,335 issued and outstanding as of Decemh&03B 1,81( — 1,81(
Additional paic-in capital 216,65: — 216,65:
Retained earning 89,33: (15,435 73,891
Accumulated other comprehensive incc 2,69¢ 804 3,50z

Total shareholde’ equity 310,49: (14,63) 295,86:
Total liabilities and sharehold¢ equity $ 423,18 $ (11,209 $411,97!

12
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The effects of the Further Restatement on the am®tbconsolidated statement of operations and @mpsive income for the
three and six months ended June 30, 2013 arelag/$ol

Three Months Ended June 30, 201

Originally Further
Reported in 201! Restatemen

(Unaudited, U.S. Dollars, in thousands, except sharand per share date Form 10-Q Adjustments Restated
Product sales $ 86,63 $ (704) $ 85,92¢
Marketing service fee 11,641 64 11,71
Net sales 98,28( (640) 97,64(
Cost of sale: 20,24¢ 1,63¢ 21,88¢

Gross profit 78,03¢ (2,279 75,75¢
Operating expenst

Sales and marketir 44,91( (377) 44,53¢

General and administrati\ 15,20¢ (23) 15,18:

Research and developmt 8,551 — 8,551

Amortization of intangible asse 56& — 56&

69,23( (399 68,83¢

Operating incom: 8,80¢ (1,889 6,92(
Other income and expen

Interest expense, n (470 15 (45%)

Other expens (1,207%) — (1,207%)

(1,677) 15 (1,667)

Income before income tax 7,127 (1,869 5,25¢
Income tax expens (2,997 (249) (3,246
Net income from continuing operatio 4,13( (2,119 2,012
Discontinued operations (Note 1

Loss from discontinued operatio (9,159 1,062 (8,0972)

Income tax benefi 2,707 362 3,06¢
Net loss from discontinued operatic (6,447 1,42¢ (5,027%)
Net loss $ (2,317 $ (694) $ (3,01))

Net income (loss) per common st- basic:

Net income from continuing operatio $ 0.2z $ (0.1) $ 0.11

Net loss from discontinued operatic (0.39 0.07 (0.27)
Net income (loss) per common st- basic $ (0.12) $ (0.09 $ (0.16)
Net income (loss) per common sk- diluted:

Net income from continuing operatio $ 0.21 $ (0.1) $ 0.1C

Net loss from discontinued operatic (0.33) 0.07 (0.26)
Net income (loss) per common st- diluted $ (0.12) $ (0.09 $ (0.16)
Weighted average number of common she

Basic 19,140,522 — 19,140,52

Diluted 19,270,04 — 19,270,04
Comprehensive los $ (2,836 $ (664) $ (3,500

13
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Six Months Ended June 30, 201

Originally Further
Reported in 201! Restatemen
(Unaudited, U.S. Dollars, in thousands, except sharand per share date Form 10-Q Adjustments Restated
Product sales $ 177,96¢ $ (1,799 $ 176,17
Marketing service fee 23,68¢ 65 23,74¢
Net sales 201,65: (1,739 199,91¢
Cost of sale: 45,86: 1,862 47,72t
Gross profit 155,79( (3,596 152,19:
Operating expense
Sales and marketir 89,96¢ 41¢ 90,38:
General and administrati\ 33,53« (112 33,42:
Research and developm 14,29 — 14,29
Amortization of intangible asse 1,10¢ — 1,10¢
138,89¢ 307 139,20t
Operating incom: 16,89 (3,909 12,98¢
Other income and expen
Interest expense, n (1,030 33 (997)
Other income 3,551 — 3,551
2,527 33 2,56(
Income before income tax 19,41¢ (3,870 15,54¢
Income tax expens (7,679 68 (7,610
Net income from continuing operatio 11,74( (3,807 7,93¢
Discontinued operations (Note 1
Loss from discontinued operatio (13,589 1,53¢ (12,057
Income tax benef 4,031 51¢ 4,55(
Net loss from discontinued operatic (9,557 2,05¢ (7,507)
Net income $ 2,18¢ $ (1,749 $ 43€
Net income (loss) per common st- basic:
Net income from continuing operatio $ 0.61 $ (0.20 $ 0.41

Net loss from discontinued operatic (0.50 0.11 (0.39)

Net income per common sh- basic $ 0.11 $  (0.09 $ 0.02
Net income per common sh- diluted:
Net income from continuing operatio $ 0.6 $ (0.19 $ 0.41

Net loss from discontinued operatic (0.49 0.1C (0.39)

Net income per common sh- diluted $ 0.11 $  (0.09 $ 0.02
Weighted average number of common she
Basic 19,285,00 — 19,285,00
Diluted 19,483,71 — 19,483,71
Comprehensive los $ (1,367) $ (1,689 $ (3,050

14
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The effects of the Further Restatement on the aw®teconsolidated statement of cash flows forithenenths ended June 30,
2013 are as follows:

Six Months Ended June 30, 201
Originally

Reported in Further
Restatemen
2013
(Unaudited, U.S. Dollars, in thousand: Form 10-Q Adjustments Restated
Cash flows from operating activitie
Net income $ 2,18 $ (1,749 $ 43¢
Adjustments to reconcile net income to net caskigea by
operating activities
Depreciation and amortizatic 10,20¢ 76 10,28¢
Amortization of debt cosl 36( — 36C
Amortization of exclusivity agreeme 68¢ — 68¢
Provision for doubtful accoun 2,48¢ (294) 2,19¢
Deferred income taxe 222 — 22z
Shar+based compensatic 3,43 — 3,43
Excess income tax benefit on employee s-based award (82 — (82
Other 2,29¢ 56 2,352
Change in operating assets and liabilit
Trade accounts receivak 13,12 1,701 14,82¢
Inventories (12,88 1,40¢ (11,479
Prepaid expenses and other current a 9,34: (4,129 5,21t
Trade accounts payak (3,457) — (3,452
Other current liabilitie: 8,84+ 2,951 11,79:
Long-term asset (1,45)) (43 (1,499
Long-term liabilities (1,169 — (1,169
Net cash provided by operating activit 34,16: (29 34,137
Cash flows from investing activitie
Capital expenditures for property, plant and equpt (12,82¢) — (12,82¢)
Capital expenditures for intangible ass (652) — (657)
Purchase of other investmel — (776 (776)
Net cash used in investing activiti (13,477 (77¢€) (14,257
Cash flows from financing activitie
Net proceeds from issuance of common sh 2,18¢ — 2,18¢
(Repayment of) proceeds from bank borrowings (16) — (16)
Changes in restricted ca 721 — 721
Repurchase of treasury sha (26,86%) — (26,86¢)
Excess income tax benefit on employee s-based award 82 — 82
Net cash used in financing activiti (23,899 — (23,899
Effect of exchange rate changes on ¢ (47€) 87 (389
Net decrease in cash and cash equiva (3,68%) (719 (4,399
Cash and cash equivalents at the beginning oféhieq 31,05¢ (28¢) 30,76
Cash and cash equivalents at the end of the p $ 27,37( $ (1,000 $ 26,36¢
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3. Inventories

The Company’s inventories are primarily statedtahdard cost, which approximates actual cost detedron a first-in, first-out basis.
The Company adjusts the value of its inventorjheoéxtent management determines that the cost thamecovered due to obsolescence or
other factors. In order to make these determinafioranagement uses estimates of future demandabsdmices for each product to
determine the appropriate inventory reserves amdatice corresponding adjustments to the carryingevaf these inventories to reflect the
lower of cost or market value. In the event of ddan significant decrease in demand for the Comipamgducts, or a higher incidence of
inventory obsolescence, the Company could be requ@ increase its inventory reserves, which winddease cost of sales and decrease
gross profit.

Work-in-process and finished products, include matdabor and production overhead costs. Defecest of sales result from
transactions where the Company has shipped prodyetrformed services for which all revenue rectignicriteria have not been met. Once
the revenue recognition criteria have been met) it deferred revenues and associated cost of a@aecognized.

Inventories were as follows:

December 31

June 30,
(U.S. Dollars, in thousands 2014 2013
(Restated)
Raw materials $ 4,33( $ 6,51¢
Work-in-process 7,317 6,60¢
Finished product 50,69¢ 51,99
Deferred cost of sale 8,55¢ 7,56¢
Total Inventory $70,90: $ 72,67¢
4. Patents and other intangible assets
December 31
June 30,
(U.S. Dollars, in thousands 2014 2013
Cost
Patents $ 35,52¢ $ 34,82
Trademark«— definite lived 65¢ 62C
Licenses and othe 7,24¢ 7,74¢
43,43: 43,18¢
Accumulated amortization
Patents (32,777) (31,739
Trademark«— definite lived (509) (459
Licenses and othe (2,077) (1,949
(35,359 (34,149
Patents and other intangible assets, n $ 8,07t $  9,04¢

5. Goodwill

As a result of the Company’s change in reportimgcstire in July of 2013, the Company allocated gathdo each reporting unit, and
subsequently evaluated all reporting units, inelgdhe Extremity Fixation and Spine Fixation repuaytunits, for the possible impairment of
goodwill. The result of this evaluation was a folipairment of the goodwill allocated to the Extréntrixation and Spine Fixation reporting
units, totaling $19.2 million. As of December 3013 and June 30, 2014, accumulated impairment @a&srfillion for the Extremity Fixatic
reporting unit and $9.4 million for the Spine Fixat reportable unit. The BioStim and Biologics regpble units have not been impaired. The
following table presents the net carrying valugobdwill by reportable segment as of June 30, 20ddtDecember 31, 2013.
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December 31

June 30,
(U.S. Dollars, in thousands 2014 2013
BioStim $42,67¢ $ 42,67¢
Biologics 10,88’ 10,88
Total goodwiill $53,56¢ $ 53,56t

6. Bank borrowings

The Company had no borrowings and an unused aialiak of credit of €5.8 million ($8.0 million) d&toth June 30, 2014 and
December 31, 2013, in its Italian line of credihigline of credit provides the Company the optiolorrow amounts in Italy at rates which
are determined at the time of borrowing. This liieredit is unsecured.

7. Long-term debt

On August 30, 2010, the Company’s wholly-owned W@&ding company, Orthofix Holdings, Inc. (“OrthefiHoldings”) entered into a
Credit Agreement (the “Credit Agreement”) with e@ntdomestic direct and indirect subsidiaries ef @ompany (the “Guarantors”),
JPMorgan Chase Bank, N.A., as Administrative AgBRS Citizens, N.A., as Syndication Agent, andaiartender parties thereto.

The Credit Agreement provides for a five year, $gtillion secured revolving credit facility (the “Relving Credit Facility”),and a five
year, $100 million secured term loan facility (“Term Loan Facility,” and together with the Revalgi Credit Facility, the “Credit
Facilities”). On January 15, 2015, at the Compamgtpiest, the lenders agreed to reduce the avaitaliplacity under the Revolving Credit
Facility to $100 million.

As of June 30, 2014, and December 31, 2013, thase320 million outstanding under the Revolving @rEdcility. Borrowings under
the Credit Facilities bear interest at a floatiater which is, at Orthofix Holdings’ option, eithitie London Inter-Bank Offered Rate
(“LIBOR") plus an applicable margin or a base r@te defined in the Credit Agreement) plus an applie margin (in each case subject to
adjustment based on financial ratios). Such applécenargin will be up to 3.25% for LIBOR borrowingad up to 2.25% for base rate
borrowings depending upon a measurement of theotidaged leverage ratio with respect to the immisdjapreceding four fiscal quarters.
of June 30, 2014, and December 31, 2013, the dréwelving Credit Facility was at the LIBOR rateipla margin of 2.50%. The effective
interest rate on the Credit Facilities as of June2®14, and December 31, 2013, was 2.7%. Outstgrxdilances on the Revolving Credit
Facility are due on August 30, 2015.

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

The Credit Agreement, as amended, requires Ortlitdiings and the Company to comply with coverag@®s on a consolidated basis
and contains affirmative and negative covenantduding limitations on additional debt, liens, istments and acquisitions. The Credit
Agreement, as amended, also includes events afiltletesstomary for facilities of this type. Upon thecurrence of an event of default, all
outstanding loans may be accelerated and/or thieishcommitments terminated. On August 14, 2008 Gompany entered into a Limited
Waiver (the “Original Limited Waiver”) with the lelers under the Credit Agreement (the “Lenders”)olvhiiaived requirements under the
Credit Agreement to deliver quarterly financialtetaents for the fiscal quarter ended on June 303,28nd related financial covenant
certificates, until the earlier of (i) March 31,12Dor (ii) the date that is one day after suchrfmal statements are publicly filed or released.
The Company was in compliance with the affirmatwel negative covenants at June 30, 2014 and thereerw events of default.

In connection with the Further Restatement andvapany’s delay in filing this Report, on August 2014 the Company entered into
a subsequent Limited Waiver with the Lenders whiels extended on September 30, 2014, January 15,&@llFebruary 26, 2015 (the
“Subsequent Limited Waivers”). Under the Subsequénited Waivers, the Lenders collectively waivedjuirements under the Credit
Agreement that the Company deliver quarterly financ
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statements with respect to the fiscal quarterséddae 30, 2014 and September 30, 2014, and rdiatedtial covenant certificates, until the
earlier of (i) March 31, 2015 or (ii) the date tigbne day after such financial statements ardighufiled or released. The Subsequent
Limited Waivers also extend the date by which tlen@any is required to provide certain 2014 fisearyfinancial statements until the ear
of (i) one business day following the date that@oenpany files its Annual Report on Form 10-K foe fiscal year ended December 31, 2014
or (ii) April 30, 2015. In addition, the Subsequénhited Waivers provided that the Further Restaenhwould not constitute a default or
event of default provided that within one busingag after the public release or filing of such agst financial statements, the Company
delivered corrected financial statements and canpé certificates with respect to such restateidgernd immediately paid any additional
interest and other fees that would have been owddapplicable interest and fees originally beenutated based on the restated financial
statements. As of the date hereof, the Companyélasered the quarterly consolidated financialestagnts for the fiscal quarters ended
June 30, 2014 and September 30, 2014, and the @gndpas not expect the Further Restatement todriggy such additional interest or f
with respect to such prior periods. However, inglient that the Company does not satisfy thesecéisp obligations under the Subsequent
Limited Waivers and/or the Credit Agreement, annewd default could be declared under the Credite&gnent, which could have a material
adverse effect on the Company’s financial position.

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

The amount of restricted net assets of Orthofixditw)s and its subsidiaries as of June 30, 2014Pmwgmber 31, 2013, is $175.6
million and $168.5 million, respectively. In additi, the Credit Agreement restricts the Companysatsidiaries that are not parties to the
Credit Facilities from access to cash held by dithidoldings, Inc. and its subsidiaries. All of t@mpany’s subsidiaries that are parties to
the Credit Agreement have access to this cashprational and debt repayment purposes. The anoduestricted cash of the Company as
of June 30, 2014, and December 31, 2013, was $dilidn and $23.8 million, respectively.

In conjunction with obtaining the Credit Facilitiead the Credit Agreement, as amended, the Compangred debt issuance costs of
$5 million. These costs are being amortized udiegeffective interest method over the life of thredit Facilities. In conjunction with the
Term Loan Facility repayment in May 2012, the Compwirote off $0.8 million of related debt issuarmests. As of June 30, 2014, and
December 31, 2013, debt issuance costs, net ofradated amortization, related to the Credit Agreenveere $0.8 million and $1.1 million,
respectively.

8. 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&1”) or net income (loss).

Fair value: favorable
(U.S. Dollars, in thousands

As of June 30, 201: (unfavorable) Balance sheet locatiol
Cross-currency swap $ (869) Other lon¢-term liabilities
Warrants $ 107 Other lon¢-term asse
As of December 31, 201
Cros«-currency swaj $ (1,03¢) Other lon¢-term liabilities
Warrants $ 107 Other lon¢-term asse
Three Months Ended Six Months Ended
June 30, June 30,
(U.S. Dollars, in thousands 2014 2013 2014 2013
Cross-currency swap and warrants unrealized gass)Irecorded in other
comprehensive income (loss), net of ta $ (3) $ 22z $ 72 $ (96

Cross-currency swap

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

Warrants

In 2013 and 2014, the Company purchased notes/edteifrom Bone Biologics, Inc. (“Bone Biologicg9taling $250 thousand, all of
which were issued with detachable warrants to psettommon stock of Bone Biologics. As of June2Bd4 and December 31, 2013, the
Company held warrants for 125 thousand shares p&Biologics, at an exercise price of $1.00 pereha

Under the terms of the note and warrant purchasseagents, the warrants to purchase common stdBkrie Biologics are both
detachable from the note, exercisable over a sgganperiod, and transferable by the holder torgtheties. There was no change in fair
value of the warrants for the three or six monthdeg June 30, 2014.

9. 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 equisthod 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 z — observable inputs other than quoted prices in ectiarkets for identical assets and liabili
Level ¢ — unobservable inputs in which there is little ormarket data available, which require the reporéngty to develop

its own assumption

The Company’s financial instruments include caghiveients, restricted cash, certificates of depastsury securities, collective trust
funds, trade accounts receivable, accounts paylabigferm secured debt, deferred compensation plaritiabiand derivative securities. T
carrying value of restricted cash, accounts retéévand accounts payable approximate fair valuetaltiee short-term maturities of these
instruments. The Company’s credit facilities caarffoating rate of interest, and therefore, theytag value is considered to approximate the
fair value.

The Company'’s collective trust funds, treasury siéies, certificates of deposit, deferred compensaplan liabilities and derivative
securities are the only financial instruments rdedrat fair value on a recurring basis. The faineaf treasury securities and certificates of
deposit are determined based on quoted pricediireanarkets for identical assets, therefore, tben@any has categorized these instruments
as Level 1 financial instruments. The cross-culyaderivative instrument consists of an over-therteucontract, which is not traded on a
public exchange. The fair value of this derivativeap contract, the common stock warrants, the Cagipa&ollective trust funds and the
Company'’s deferred compensation plan liabilities @etermined based on inputs that are readilyahlailin public markets or can be derived
from information available in publicly quoted matketherefore, the Company has categorized theseiments as Level 2 financial
instruments. Changes in the fair value of collextiust funds and deferred compensation plan liegsilare recorded in Other income
(expense). The Company also considers counterpaatijt risk and its own credit risk in its deter@iion of estimated fair values. The
Company has consistently applied these valuaticimigues in all periods presented.

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

Balance
June 30,
(U.S. Dollars in thousands 2014 Level 1 Level 2 Level 2
Assets
Collective trust fund. $ 1,68t $ — $ 1,68t $—
Treasury securitie 67¢ 67¢ — —
Certificates of depos 1,715 1,715 — —
Derivative securitie 107 — 107 —
Total $4,18] $2,39¢ $ 1,792 $—
Liabilities
Deferred compensation pl $(1,927) $ — $(1,927) $—
Derivative securitie (863) — (86%3) —

Total $2,790 $ — $2,790 $ —
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Balance
December 31

(U.S. Dollars in thousands 2013 Level 1 Level 2 Level 2
(Restated)
Assets
Collective trust fund: $ 1,667 $ — $ 1,667 $—
Treasury securitie 66C 66C — —
Certificates of depos 1,562 1,562 — —
Derivative securitie 107 — 107 —
Total $ 3,99¢ $2,22: $1,77¢ $ —
Liabilities
Deferred compensation pl: $ (2,500 $ — $(2,50€) $—
Derivative securitie (1,03¢) — (1,036 —
Total $ (3,54) $ — $(3,547) $ —

10. Accumulated other comprehensive income

Accumulated other comprehensive income is compiiéddreign currency translation adjustments, tfieative portion of the gain
(loss) on the Company'’s cross-currency swap, wisidesignated and accounted for as a cash flowehadd the unrealized gain (loss) on
warrants. The components of and changes in acctedutéher comprehensive income were as follows:

Accumulated

Foreign Other
Currency Change in Comprehensive
Translation
(U.S. Dollars, in thousands Adjustments Fair Value Income
(Restated) (Restated (Restated)
Balance at December 31, 20 $ 3,651 $ (149 $ 3,50
Unrealized gain on cross-currency swap and warrants
net of tax — 72 72
Foreign currency translation adjustment 574 — 574
Balance at June 30, 20 $ 422 $ 76) $ 4,14¢

(1) As undistributed earnings of non-U.S. dollandiminated foreign subsidiaries are indefinitelyhweisted, no deferred taxes are
recognized on the related foreign currency traimiadjustment

11. Earnings per share

For the three and six months ended June 30, 201 2@18, there were no adjustments to net inconss)mr purposes of calculating
basic and diluted net income (loss) available tmmon shareholders. The following is a reconciliatid the weighted average shares used in
the basic and diluted net income (loss) per comsi@me computations.

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Weighted average common shares-basic 18,445,34 19,140,52 18,322,18 19,285,00
Effect of dilutive securities
Unexercised stock options net of treasury sharerobase 175,84« 129,52: 112,94: 198,71
Weighted average common shi-diluted 18,621,19 19,270,04 18,435,12 19,483,71

Options to purchase shares of common stock withceseeprices in excess of the average market pficemmon shares are not
included in the computation of diluted earnings geaire. There were 945,725 and 1,193,425 outsiguoghitions not included in the diluted
earnings per share computation for the three anchenths ended June 30, 2014, respectively, be¢hasaclusion of these options was
antidilutive. There were 1,160,079 and 996,478tantling options not included, respectively, in dilated earnings per share computation
for the three and six months ended June 30, 2@%Bectively, because the inclusion of these opticassanti-dilutive.
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12. Share-based compensation

All share-based compensation costs are measutkd gtant date, based on the estimated fair vdltreecaward, and are recognized as
expense in the condensed consolidated statemeapendtions over the requisite service period.

The following table shows the detail of share-bas@mupensation by line item in the condensed cotiatddd statements of operations:

Three Months Ended Six Months Ended
June 30, June 30,

(U.S. Dollars, in thousands 2014 2013 2014 2013
Cost of sales $ 29 $ (563 $ 58 $ (27¢
Sales and marketir 42¢ 47C 87¢ 90¢
General and administratiy 657 1,53( 1,29¢ 2,70t
Research and developmt 71 57 142 10z
Total $ 1,18¢ $ 1,494 $2,37: $3,43’

On June 30, 2014, the Company granted restrictagk fiwards to executive employees, which vestibgsged on achieving earnings
targets in two consecutive rolling four quarteripegs. In March 2013, the Company granted optiorisstnewly-appointed Chief Executive
Officer, which vesting is based on achieving certaarket prices for the Company’s common stock.

During the three and six months ended June 30,,2b&de were 168,715 and 432,290 shares, resplgcttfeeommon stock issued
related to stock purchase plan issuances, stoddmogkercises and the vesting of restricted stockrds. During the three and six months
ended June 30, 2013, there were 29,479 and 148l¥tés, respectively, of common stock issued kklatstock purchase plan issuances,
stock option exercises and the vesting of resttisteck awards.

13. Income taxes

The Company recognized a $4.5 million and $7.6iamlprovision for income tax which reflects an effee tax rate of 77.3% and
48.9% on pre-tax income for the six months ended B0, 2014, and 2013, respectively. Excludingriygact of various discrete charges, the
effective tax rate on continuing operations for fing& six months of 2014 and 2013 was 63.2% an8%3respectively. The principal factors
affecting the Company’s June 30, 2014, effectivertde were the Company’s mix of earnings amongpuartax jurisdictions, state taxes,
current period losses in certain jurisdictionsvidrich the Company does not currently provide abmefit and variations in the customary
relationship between income tax expense and pestexings resulting from non-recurring expenses.

As of June 30, 2014 and December 31, 2013, the @oyp unrecognized tax benefit was $0.8 millione T@ompany recognizes
potential accrued interest and penalties relatethtecognized tax benefits in income tax expenbe.Jompany had approximately $0.5
million accrued for payment of interest and peealis of June 30, 2014, and December 31, 2013erithre amount of unrecognized tax
benefits, including interest, would favorably impdee Company’s effective tax rate if recognizeds Feasonably possible that the amount of
the unrecognized benefit with respect to certaiowfunrecognized tax positions will significanihcrease or decrease within the next 12
months. These changes may be the result of setitsroéongoing audits, competent authority procegsiior other events. At this time, an
estimate of the range of the reasonably possitkieomes cannot be made.

14. Business segment information

The Company manages the business by four strateginess units (“SBUs"), which are comprised of&im, Biologics, Extremity
Fixation, and Spine Fixation supported by Corposativities. These SBUs represent the segmentstiah the Chief Executive Officer, wt
is also our Chief Operating Design Maker (“CODM&vrews financial information and makes resourcecaliion decisions among business
units. The primary metric used by the CODM in mangghe Company is net margin, which is definedm@ss profit less sales and marke
expense. The Company neither discretely allocassts, other than goodwill, to its operating segmear evaluates the operating segments
using discrete asset information. Accordingly, segtinformation has been prepared based on foursSBpbrting segments. These four
segments are discussed below.
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BioStim

The BioStim SBU manufactures, distributes, and jgke support services for market leading devicaseéhhance bone fusion. These
Class Ill medical devices are indicated as an atijg, noninvasive treatment to improve fusion sscrates in the cervical and lumbar spine
as well as a therapeutic treatment for non-spiaettdires that have not healed (non-unions). Thecdsuitilize Orthofix’s patented pulsed
electromagnetic field (“PEMF”) technology whichsepported by strong basic mechanism of actionidatze scientific literature as well as
strong level one randomized controlled clinicalgiin the medical literature. Current researchdimical studies are also underway to
identify potential new clinical indications.

Biologics

Biologics provides a portfolio of regenerative puots that allow physicians to successfully treaaiety of spinal and orthopedic
conditions. This SBU specializes in the marketihgegeneration tissue forms. Biologics marketdisues through a network of distributors,
sales representatives and affiliates to supplyogphals, doctors, and other healthcare provigeisarily in the U.S. The Company’s
partnership with Musculoskeletal Transplant Fouioaet‘MTF”) allows the Company to exclusively matKerinity Evolution® and Trinity
ELITE ®tissue forms for musculoskeletal defects to enh&oog fusion as well as VersaShiéldor which we have non-exclusive marketing
rights.

Extremity Fixatior

The Extremity Fixation SBU offers products thaballphysicians to successfully treat a variety dfiopedic conditions unrelated to the
spine. This SBU specializes in the design, devetgnand marketing of the Compasyrthopedic products used in fracture repair, reity
correction and bone reconstruction. Extremity Fotistributes its products through a network istributors, sales representatives, and
affiliates. This SBU uses both direct and distrilmigales representatives to sell orthopedics ptsdadiospitals, doctors, and other health
providers, globally.

Spine Fixation

The Spine Fixation SBU specializes in the desigwetbpment and marketing of a broad portfolio gpliamt products used in surgical
procedures of the spine. Spine Fixation distribitteproducts through a network of distributors affiliates. This SBU uses distributor sales
representatives to sell spine products to hospitiaistors and other healthcare providers, globally.

Corporate

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

The accounting policies of the segments are thesmthose described in the business segment iafiomfound in Note 13,Busines:
segment information” to the Consolidated FinanSi@tements included in the 2013 Form 10-K/A.

The table below presents external net sales by ®pbrting segment (amounts reported for prior perieave been reclassified to
conform to the new segment reporting structure}.ddées include product sales and marketing sefeieg Marketing service fees, which are
recorded on a net basis, are comprised of feegedion the marketing of Trinity Evolutio®, Trinity ELITE ® and Versashield™ in the
Biologics segment.

External Net Sales by SBL
Three Months Ended June 30

Constant
Reported Currency
(U.S. Dollars, in thousands 2014 2013 Growth Growth

(Restated (Restated (Restated
BioStim $ 39,51 $37,94¢ 4% 4%
Biologics 13,85: 13,24( 5% 5%
Extremity Fixation 27,30: 23,21( 18% 14%
Spine Fixatior 20,31¢ 23,24 (13)% (13)%
Total Net Sale: $100,98! $97,64( 3% 3%
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External Net Sales by SBL
Six Months Ended June 30

Constant

Reported Currency

(U.S. Dollars, in thousands 2014 2013 Growth Growth

(Restated) (Restated (Restated
BioStim $ 76,65( $ 75,17 2% 2%
Biologics 26,86: 26,60( 1% 1%
Extremity Fixation 54,36¢ 49,40; 10% 9%
Spine Fixatior 43,115 48,73¢ (12)% (12)%
Total Net Sale: $200,99¢ $199,91¢ 1% — %

The table below presents net margin, defined assguoofit less sales and marketing expenses, fottinuing operations by SBU
reporting segment:

Three Months Ended Six Months Ended
Net margin by SBU June 30, June 30,
(U.S. Dollars, in thousands 2014 2013 2014 2013
(Restated (Restated

Net margin:

BioStim $17,70¢ $18,03¢ $32,72¢ $35,21¢

Biologics 6,49¢ 5,70¢ 12,99; 11,72¢

Extremity Fixation 6,65¢ 5,25( 13,59( 10,89:

Spine Fixatior 3,13( 2,70¢ 7,18¢ 4,88:

Corporate (430 (482) (874 (90¢)
Total net margir 33,55¢ 31,21° 65,62¢ 61,81:
General and administrati\ 17,55: 15,18: 34,82¢ 33,42:
Research and developmt 6,31: 8,551 12,24¢ 14,29:
Amortization of intangible asse 661 56¢ 1,24t 1,10¢
Costs related to the accounting review and reseté 2,32i — 10,63 —
Operating incom: $ 6,704 $ 6,92( $ 6,67¢ $ 12,98t

15. Sale of Breg

In May of 2012, the Company sold its subsidiary@iac. In connection with this sale transactidre Company agreed to indemnify
the buyer with respect to certain specified matt€ng portion of the indemnification related to peol®sing claims related to poskssing sale
of cold therapy units has created a guarantee ukcunting Standards Codificatidy&C 460, Guarantegsand the fair value of the liability
has been recorded under the initial recognitioteda in the amount of $2 million at the closingedarhe Company is amortizing the fair
value of the non-contingent liability ratably oxbe period of indemnification, which is three yedrse Company’s remaining obligations
under this guarantee were approximately $0.6 miliad $0.9 million as of June 30, 2014 and Decer@beP013, respectively.

Discontinued operations for the three and six meetided June 30, 2014 is $3.9 million and $4.5anillrespectively, of expense
related to the Compa’s indemnification of certain specified matters dibsd above



16. Contingencies

The Company is party to certain outstanding legatg@edings, investigations and claims. These nsadter described in the 2013 Form
10-K/A. As of the end of the period covered by tlgiport, there had been no further material devetoyis with respect to these matters other
than as described below.
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As previously disclosed, at the time of its divesg by the Company in 2012, the Compargports medicine subsidiary, Breg, Inc.,
currently and had been engaged in the manufactandgsales of motorized cold therapy units useddace pain and swelling. Several
domestic product liability cases were filed in neicgears, mostly in California state court, allegthat the use of cold therapy causes skin
and/or nerve injury and seeking damages on behaitiovidual plaintiffs who were allegedly injurdiy such units. In connection with the
Company’s divestiture of Breg, the Company agreeddemnify Breg’s acquirer for Breg's podssing sales of cold therapy units and cer
post-closing sales of cold therapy units. In Sep@n2014, the Company entered into a master settleagreement that resolves the pending
claims with respect to all except one claim pendimg California coordinated proceeding concermprgrclosing sales. Pursuant to the terms
of the settlement agreement, the Company paid appately $1.3 million, and additional amounts owedler the settlement were paid
directly by the Company’s insurance providers. Eh@siounts paid by the Company have been recordal espense during the fiscal
quarter ended June 30, 2014.

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

17. Stock repurchase program

On May 8, 2013, the Company announced that itsdofDirectors had authorized a share repurchasgrgm in an amount up to $50
million. To date, the Company has made total repases in an amount equal to $39.5 million, all bfolr were made between May and July
2013.

18. Subsequent events

On August 14, 2014 the Lenders and the Companyeshieto a subsequent Limited Waiver which was roéel 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 Credjtéement that the Company deliver quarterly finalngtiatements with respect to the fiscal
quarters ended June 30, 2014 and September 30, 20d 4elated financial covenant certificates,|uhg earlier of (i) March 31, 2015 or (ii)
the date that is one day after such financial states are publicly filed or released. The Subsegliemted Waivers also extend the date by
which the Company is required to provide certaififfiscal year financial statements until the earif (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 filingutdh restated financial statements, the Compariwyedet! 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 originallyrbealculated based on the restated financialnstatts.

In January 2015, the Company completed the sdts ®Empus” Cervical Plate product line, which was part of @@mpany’s Spine
Fixation SBU. The sale included the transfer ofassets of $2.1 million, consisting of intellectpabperty and the associated inventory, in
exchange for consideration of $4.8 million in cash.

On March 4, 2015, the Company entered into an @pigreement (the “Option Agreement”) with eNeurg.l(“eNeura”), a privately
held medical technology company that is developiegices for the treatment of migraines. The OpAgreement provides the Company
with an exclusive option to acquire eNeura (the ti@pg’) during the 18-month period following the gtaof the Option. In consideration for
the Option, (i) the Company paid a non-refundal28$000 fee to eNeura, and (ii) eNeura issued a/€tihle Promissory Note (the “eNeura
Note”) to the Company. The principal amount of the eidelote is $15,000,000 and interest will accrug%t The eNeura Note will mature
on the earlier of (i) March 4, 2019, or (ii) consuation of the acquisition (as described below)easiconverted or prepaid at an earlier date.
The Company will be entitled to designate one regméative for appointment to the board of directdreNeura during the 18-month option
period. Pursuant to an Agreement and Plan of Mdrgeveen the Company, eNeura and certain othaepaiftthe Company exercises the
Option to acquire eNeura, the Company will payaiarfer eNeura shareholders $65 million (subjecettain positive or negative adjustme
based on the assets and liabilities of eNeuradtition, during the 4-year period following thesihg of such acquisition, the Company may
be required to pay additional cash consideraticgNeura shareholders upon the satisfaction ofioaméestones.
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Iltem 2. Managements Discussion and Analysis of Financial Condition ahResults of Operations

As further described in the explanatory note te Béport, as well as in Note 2 to the consolidéitexhcial statements included in Pat
Item 1 herein, the Company has restated its prelydssued consolidated financial statements falmaeprior periods, including the fiscal
quarter ended June 30, 2013. The Company refensctorestatement as the “Further Restatement.” lloagly, this Management’s
Discussion and Analysis of Financial Condition &webults of Operations has been revised to retheceffects of the Further Restatement.

The following discussion and analysis addressesahdts of operations which are based upon thdermsed consolidated financial
statements included herein, which have been prdpar@ccordance with U.S. GAAP, for the three amdreonths ended June 30, 2014,
compared to the three and six months ended Juriz023, These discussions should be read in comjumwiith historical consolidated
financial statements and related notes theretdtandther financial information included in this &terly Report on Form 10-Q for the
quarterly period ended June 30, 2014 (this “Report”

Business Segments

Segment information is prepared on the same Haaisitanagement reviews the financial informatianofeerational decision making
purposes. The Company manages the business bgtfategic business units (“SBUs”), which are comguliof BioStim, Biologics,
Extremity Fixation, and Spine Fixation supportednyrporate activities. These SBUs represent thmeats for which the Chief Executive
Officer, who is also our Chief Operating Decisioakér (the “CODM")reviews financial information and makes resourt¢ecation decision
among business units. Accordingly, segment infoionatas been prepared based on four SBUs repaigignents. These four segments are
discussed below.

BioStim

The BioStim SBU manufactures, distributes, and jgke support services for market leading devicaseéhhance bone fusion. These
Class Il medical devices are indicated as an adiju®, noninvasive treatment to improve fusion ®sscrates in the cervical and lumbar spine
as well as a therapeutic treatment for non-spiaetdires that have not healed (non-unions). Thecdsuitilize Orthofix’s patented pulsed
electromagnetic field (“PEMF”) technology whichsepported by strong basic mechanism of actionidatze scientific literature as well as
strong level one randomized controlled clinicalgiin the medical literature. Current researchdimical studies are also underway to
identify potential new clinical indications.

Biologics

Biologics provides a portfolio of regenerative puots that allow physicians to successfully treaaiety of spinal and orthopedic
conditions. This SBU specializes in the marketihgegeneration tissue forms. Biologics marketsi#sues through a network of distributors,
sales representatives and affiliates to supplyosphals, doctors, and other healthcare provigeisarily in the U.S. The Company’s
partnership with Musculoskeletal Transplant Fouiodet‘MTF”) allows the Company to exclusively matKerinity Evolution® and Trinity
ELITE ®tissue forms for musculoskeletal defects to enh&oog fusion as well as VersaShiéldor which we have non-exclusive rights.

Extremity Fixatior

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

Corporate

Corporate activities are comprised of the operagixggenses, including share-based compensatiomtidfX International N.V. and its
holding company subsidiaries, along with activities necessarily identifiable within the four SBUs.
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SBU Revenues
The table below presents external net sales fothttee and six months ended June 30, 2014 and 2013 continuing operations, by
SBU reporting segment (amounts reported for présiqus have been reclassified to conform to the segwment reporting structure):

External Net Sales by SBL
Three Months Ended June 30

Constant
Reported Currency
(U.S. Dollars, in thousands 2014 2013 Growth Growth
(Restated (Restated (Restated
BioStim $ 39,51 $37,94¢ 4% 4%
Biologics 13,85 13,24( 5% 5%
Extremity Fixation 27,30: 23,21( 18% 14%
Spine Fixatior 20,31¢ 23,24 (13)% (13%
Total Net Sale: $100,98! $97,64( 3% 3%
External Net Sales by SBL
Six Months Ended June 30
Constant
Reported Currency
(U.S. Dollars, in thousands 2014 2013 Growth Growth
(Restated) (Restated (Restated
BioStim $ 76,65( $ 75,17 2% 2%
Biologics 26,86 26,60( 1% 1%
Extremity Fixation 54,36¢ 49,407 10% 9%
Spine Fixatior 43,115 48,73¢ (12)% (12)%
Total Net Sale: $200,99¢ $199,91¢ 1% — %

The following table presents certain items in thadensed consolidated statements of operationpascant of total net sales for the
periods indicated:

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
(%) (%) (%) (%)
(Restated (Restated
Net sales 10C 10C 10C 10C
Cost of sale: 25 22 26 24
Gross profit 75 78 74 7€
Operating expense
Sales and marketir 42 46 41 45
General and administrati 17 16 17 17
Research and developm 6 8 6 7
Amortization of intangible asse 1 1 1 1
Costs related to the accounting review and restté 2 — 5 —
Operating income (lost 7 7 4 6

Net income (loss @ 3 (2) 1

Three Months Ended June 30, 2014 Compared to Thrddonths Ended June 30, 2013

Total Net Sales Fhe increase in Net Sales of $3.4 million to $1Ghillion in the second quarter of 2014 compare#3@.6 million for
the same period last year is driven by sales iseem three of the four SBU’s: BioStim, Biologiesid Extremity Fixation, with details of the
increases provided below. Favorable changes ingior@irrency increased sales by $0.6 million duthgysecond quarter of 2014 relative to
the same period in 2013.
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Sales

Net sales in the BioStim SBU increased 4.2% to%$8dllion in the second quarter of 2014 compare#i338.9 million for the same
period in the prior year, an increase of $1.6 wlliSales growth in the period was primarily drivgnenhancements to the BioStim sales
organization.

Net sales in the Biologics SBU increased $0.7 aonillor 5.3% to $13.9 in the second quarter of 2@ivpared to $13.2 million for the
same period in the prior year. The growth is pritpairiven by an expanded sales channel as walbasersion to our next generation cell-
based bone growth tissue technology (Trinity ELEIEwhich had a higher average sales price.

Net sales in the Extremity Fixation SBU increaséd.$nillion or 17.7%, to $27.3 million in the secbquarter of 2014 compared to
$23.2 million for the same period last year. Yeeerayear revenue comparisons are impacted by déimsition to sell-through accounting for
certain distributors in the second quarter of 20t3ch reduced the second quarter 2013 revenugné. Recent expanded product
launches have also contributed to increased sHiese items are partially offset by declining raxeem Brazil which has experienced
significant disruption to the sales channel overghst year as we rebuild our Brazil sales org#iniza

Net sales in the Spine Fixation SBU decreased ®#li&n or 12.5% to $20.3 million in the second gtea of 2014 compared to $23.2
million for the same period last year primarily doea disruption in the sales distribution netwarkulting from initiatives to restructure the
sales force to improve profitability.

Gross Profit— Gross profit decreased $0.2 million to $75.6 millia the second quarter of 2014 compared to $78I®mfor the sam
period last year. Gross profit as a percent obakts was 74.8% for the second quarter of 2014 @r&%o for 2013 during the same period.
This decrease in gross profit as a percent ofalesss primarily driven by changes in product md sales channel mix from the rebuilding
of our Brazil sales organization and due to adjesitinto shrinkage and inventory reserve in the secarter of 2014. Gross margins for the
second quarter of 2013 were higher than normataltiee initiation of sell-through accounting fosttibutors in our Extremity Fixation SBU,
which began April 1, 2013 and the receipt of payteérmm certain cash basis distributors in whiah élssociated cost of sales was expensed
in prior periods when shipment occurred.

Sales and Marketing Expense Second quarter 2014 sales and marketing expeas&#£2.0 million or 41.6% of net sales compared to
$44.5 million or 45.6% of net sales in same pepaddr year, and includes commissions and provisfondad debt. While sales for the sec
quarter of 2014 increased compared to prior yésntdr cost controls on the sales and marketingvasiable expenses and lower commis:
rates due to the rebuilding of the Brazil and U@sarganizations, resulted in an overall decrgasgpense compared to the same period last
year.

General and Administrative ExpenseGeneral and administrative expense increasedritidn, or 15.8%, in the second quarter of
2014 to $17.6 million compared to $15.2 milliontre second quarter of 2013. General and admiriigrakpense as a percent of net sales
was 17.4% in the second quarter of 2014, compard®.6% for the same period last year. The increa&&A is primarily driven by
investment in the following improvements: implenstitn of an internal audit function; focused effooh key process improvements;
remediation of material weaknesses and signifidafitiencies; and corporate training. In additittve Company is self-insured and had more
claims in the second quarter 2014 compared todbersl quarter of 2013.

Research and Development Expers®esearch and development expense decreased #ib8 m the second quarter of 2014 to $6.3
million compared to $8.6 million in the second geaof 2013 primarily due to a $2 million paymentMusculoskeletal Transplant
Foundation (“MTF") in the second quarter of 2018tlee development and commercialization of the gexteration cell-based bone growth
tissue technology (Trinity ELITE®), which was released in the first half of 2013.

Amortization of Intangible Assets Amortization of intangible assets increased s$hgto $0.7 million in the second quarter of 2014
from $0.6 million for the same period in 2013.

Costs related to the accounting review and restaté@m- As part of our accounting review and restateneéioiur consolidated financial
statements, the Company incurred $2.3 million @frghs related to these activities in the secondejaf 2014. There will continue to be
fees related to restatement activities throughéleof 2014.

Interest Expense, net Net interest expense remained relatively fl&Gb million for the second quarter of 2014 compdmethe same
period a year ago as there was limited changesrttong term debt borrowings.
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Other Income and Expense Other income was $0.4 million compared to othgremse of $1.2 million for the second quarters@if4
and 2013, respectively. Other income and expemshsde the effect of foreign exchange transactiGeseral of our foreign subsidiaries hold
trade payables or receivables in currencies (matsibty the U.S. Dollar) other than their functioflalcal) currency. To manage Euro curre
exposure, Orthofix has setup cross currency swéapsi®Morgan Chase and RBS. The company recogttieednrealized loss in the second
quarter of 2013 due to unfavorable change in thievédue of the currency swap.

Income Tax Expense Our worldwide effective tax rate was 50.3% andréd during the second quarters of 2014 and 2013,
respectively. Excluding the impact of various dégercharges, the effective tax rate for the secuadter of 2014 and 2013 was 47.8% and
61.3% respectively. The principal factors affectihg Company’s second quarter 2014, effective déexwere the Company’s mix of earnings
among various tax jurisdictions, state taxes, curnperiod losses in certain jurisdictions for whtble Company does not currently provide a
tax benefit and variations in the customary refeitp between income tax expense and pretax earnesglting from non-recurring
expenses.

Discontinued operations- Discontinued operations include losses of appnaxely $3.9 million and $5.0 million in the secaqaarter
of 2014 and 2013, respectively, from legal settlethand legal costs, net of income taxes, whicktedb certain specified product liability
matters in relation to the Company’s former sulasigiBreg. The Company agreed to indemnify Bregitmpurchaser with respect to such
matters.

Net Income (loss}- Net loss for the second quarter of 2014 was {$@ilfion, or ($0.04) per basic and diluted sha@npared to net
loss of ($3.0) million, or ($0.16) per basic shanel diluted share for the same period last yeas. Wéighted average number of basic com
shares outstanding was 18,445,348 and 19,140,58{gdbe three months ended June 30, 2014 and 284;3¢ctively. The weighted average
number of diluted common shares outstanding wag218192 and 19,270,044 during the three monthsceddee 30, 2014, and 2013,
respectively.

Six Months Ended June 30, 2014 Compared to Six Mom$é Ended June 30, 2013

Total Net Sales Net sales decreased $1.1 million to $201.0 milliothe first six months of 2014 compared to $198iBion for the
same period last year. The impact of changes &idarcurrency increased sales by $0.6 million dythre first six months of 2014 relative to
first six months of 2013. The Extremity FixationdaBiologics SBUs experienced an increase in saleésgl the first six months of 2014
relative to the same period in 2013. The BioStid 8pine Fixation SBUs declined during the firstfledl2014 compared to the same period
last year.

Sales

Net sales in the BioStim SBU increased 2.0% to B#llion in the first six months of 2014 compareds75.2 million for the same
period in the prior year, an increase of $1.5 wili

Net sales in the Biologics SBU increased slightl$26.9 in the first six months of 2014 compare®26.6 million for the same period
in the prior year. Increased revenue was driveausfomer conversion to Trinity ELITE, which had a higher average sales price, and
expanding Biologics distribution channels in the. B&rtially offset by a reduction in marketing feeseived from Musculoskeletal
Transplant Foundation (“MTF") for Trinity from 70%f retail to 65% starting April 2013.

Net sales in the Extremity Fixation SBU increasBd$nillion, to $54.4 million in the first six madms of 2014 compared to $49.4
million for the same period last year. Year-oveatygevenue comparisons are impacted by the inttauof a new revenue recognition
policy in the second quarter of 2013, which reduttedsecond quarter 2013 revenue recognized. Regpahded product launches have also
contributed to increased sales. These items atalhaoffset by declining revenue in Brazil whitlas experienced significant disruption to
the sales channel over the past year as we retwuilBrazil sales organization.

Net sales in the Spine Fixation SBU decreased ®ili®n or 11.5% to $43.1 million in the first smonths of 2014 compared to $48.7
million for the same period last year, primarilyedio a disruption in the sales distribution netwaulting from initiatives to restructure the
sales force to improve profitability, partially eét by the addition of Australia and Germany subsies in 2013.

Gross Profit— Gross profit decreased $7.7 million to $148.8ionilin the first six months of 2014 compared t&$2 million for the
same period last year. Gross profit as a percenéo$ales was 74.0% for the first six months df28nd 76.1% for 2013 during the same
period. The decrease in gross profit as a perdamtcsales is primarily driven by changes in piiduix and sales channel mix from the
rebuilding of our Brazil sales organization as vealishrinkage and reserves for excess and obgotetacts across multiple SBUs.
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Sales and Marketing Expense Sales and marketing expense, which includes biariexpenses such as commissions and the bad debt
provision, generally increases and decreasesatiorlto sales. Sales for the first six months@f£2were relatively flat compared to prior
year, but tighter cost controls on the sales andketiag nor-variable expenses and lower commission ratesaltieetreorganization of the
Brazil and US sales force resulted in an overate@se in expense of $7.2 million down to $83.2ionilcompared to $90.4 million for the
same period in the prior year. As a percent okalds, sales and marketing related expense wa4hbrhpared to 45.2% for the same period
last year.

General and Administrative Expense General and administrative expense increasedriillidn, or 4.2%, in the first six months of
2014 to $34.8 million compared to $33.4 milliortire first six months of 2013. General and admiatste expense as a percent of net sales
was 17.3% for the first six months of 2014, comgdarel16.7% for the same period last year. The as@dn G&A is primarily driven by
investment in the following improvements: implenatign of an internal audit function; focused effooh key process improvements; and
remediation of material weaknesses and signifidafitiencies.

Research and Development Expers®esearch and development expense decreased $koh milthe first six month of 2014 to $1z
million compared to $14.3 million in the first smonths of 2013. As a percent of net sales, researdidevelopment expense was 6.2% in the
first six months of 2014 compared to 7.2% for tame period last year. The decrease was primaréytaa $2 million payment to
Musculoskeletal Transplant Foundation (“MTF") ireteecond quarter of 2013 for the development anthwrcialization of Trinity ELITE
®  which was released in the first half of 2013.

Amortization of Intangible Assets Amortization of intangible assets increased sligto $1.2 million for the first six months of 281
compared to $1.1 million for the same period lastry

Costs related to the accounting review and restatg@m- As part of our accounting review and restateneéioiur consolidated financial
statements, the Company incurred $10.6 millionhafrges related to these activities in the firstnsonths of 2014. There will continue to be
fees related to restatement activities in 2014.

Interest Expense, net Net interest expense remained relatively fla&ad million for the first six months of 2014 and13.

Other Income and Expense Other income was $0.1 million compared to othepme of $3.6 million for the first six months di?4
and 2013, respectively. The fluctuation is mairtlyilautable to our receipt of $4.4 million cashtlire first quarter of 2013 related to the
demutualization of a mutual insurance company iiciwvive were an eligible member to share in suclegeds. Other income (expense) also
includes the effect of foreign exchange transasti@everal of our foreign subsidiaries hold tradgaples or receivables in currencies (most
notably the U.S. Dollar) other than their functibfiacal) currency which results in foreign exchargpins or losses when there is relative
movement between those currencies.

Income Tax Expense Our worldwide effective tax rate was 77.3% an®48 during the first six months of 2014 and 2013,
respectively. Excluding the impact of various dégercharges, the effective tax rate on continupeyations for the first six months of 2014
and 2013 was 63.2% and 48.8%, respectively. Thesipal factors affecting the Company’s six monthsel30, 2014, effective tax rate were
the Company’s mix of earnings among various taisglictions, state taxes, current period losse®itat jurisdictions for which the
Company does not currently provide a tax benefit\ariations in the customary relationship betwieeome tax expense and pretax earn
resulting from non-recurring expenses.

Discontinued operations- Discontinued operations include losses of appnaxely $4.5 million and $7.5 million in the firaksnonths
of 2014 and 2013, respectively, from legal settletmand legal costs, net of income taxes, whicktedb certain specified product liability
matters in relation to the Compasyormer subsidiary, Breg. Orthofix agreed to indé@nBreg and its purchaser with respect to sucltens

Net Income (loss}- Net loss for the first six months of 2014 was.@3nillion, or ($0.17) per basic and diluted sha@mpared to net
income of $0.4 million, or $0.02 per basic shard diluted share for the same period last year.Wéighted average number of basic
common shares outstanding was 18,322,185 and 1,9@BHuring the six months ended June 30, 20142808, respectively. The weighted
average number of diluted common shares outstanaasgl 8,322,185 and 19,483,715 during the six nsoatided June 30, 2014, and 2013,
respectively.

Liquidity and Capital Resources

Cash and cash equivalents including restricted aaghne 30, 2014, were $74.2 million, of which 24fillion was subject to certain
restrictions under the senior secured credit agee¢ntescribed below. This compares to cash andezpshalents of $52.7 million at
December 31, 2013, of which $23.8 million was sabje certain restrictions under the senior secuaredit agreement discussed below.
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Net cash provided by operating activities was $17illon and $34.1 million, respectively, for thx snonths ended June 30, 2014, and
2013, respectively. Net cash used by and provigeablerating activities is comprised of net incomejusted for non-cash items (including
depreciation and amortization, provision for doub#ccounts, share-based compensation and defan®the taxes) and changes in working
capital. Net income decreased $3.6 million to aloet of $3.2 million for the six months ended J8Ae2014, from net income of $0.4
million for the comparable period in the prior yelobn-cash items for the six months ended Jun@@D4, decreased $4.8 million to $14.7
million compared to norash items of $19.5 million in the same period @f2 due to a decrease in the provision for doulaifebunts as we
as a gain in other comprehensive income due téotleggn currency translation adjustment. Workingita accounts provided $6.4 million of
cash for the six months ended June 30, 2014, cadpar$14.2 million for the six months ended Jude2®13. Overall performance
indicators for the Company’s two primary workingp@tal accounts, accounts receivable and inventefilgct day’s sales in receivables of 56
days at June 30, 2014, and 81 days at June 30, 28d3nventory turns of 1.6 times as of June 8242and 1.2 times as of June 30, 2013.
The decrease in day’s sales in receivables is doegly to a continual improvement in collectioofreceivables from international
distributors, resulting in a continual decreaseeireivables, while the increase in inventory tusndue to increased efficiency in inventory
management resulting in a decrease in inventory.

Net cash used by investing activities was $6.2ionilfor the six months ended June 30, 2014, contpar&14.3 million for the six
months ended June 30, 2013. The decrease in cadtbysnvesting activities of $8.0 million is dugmarily to a decrease in investment in
surgical instruments for the Company’s products.

Net cash used in financing activities was $11.8ionilfor the six months ended June 30, 2014, coethar $23.9 million for the same
period in 2013. During the six months ended Jun&B8@4, and 2013, the Company made no repaymenmnevotving debt. Our restricted
cash balance increased to $45.2 million due tcsh oae of $21.4 million in the six months endedeJ8@, 2014, compared to cash provide
$0.7 million, in the six months ended June 30, 2@tBnarily related to the cash received from thacBstone escrow fund which was
recorded in Restricted Cash in accordance wittctldit facility. During the six months ended Juife 3014, and 2013, the Company rece
proceeds of $9.5 million and $2.2 million, respeely, from the issuance of 432,290 shares and #43#ares, respectively, of common s
related to stock purchase plan issuances, stoddmogkercises and the vesting of restricted stoekrds. During the three months ended
June 30, 2013 the Company purchased 988,515 dhadisg shares associated with the stock repurgirageam for a total of $26.9 million.

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 eantof the Company’s domestic direct and indiredtsidiaries (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, $8llion secured revolving credit facility (the “Relving Credit Facility”),and a five
year, $100 million secured term loan facility (“Term Loan Facility”), and together with the Revinlg 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.

As of June 30, 2014, the Term Loan Facility hasbegaid in full and there was $20 million outstagdunder the Revolving Credit
Facility. Borrowings under the Credit Facilitiesaoénterest at a floating rate, which is, at Orbhdfoldings’ option, either the London Inter-
Bank Offered Rate (“LIBOR”plus an applicable margin or a base rate (as dkfimtéhe Credit Agreement) plus an applicable nrafmi eact
case subject to adjustment based on financials)at®uch applicable margin will be up to 3.25%IftBOR borrowings and up to 2.25% for
base rate borrowings depending upon a measurerhtireg consolidated leverage ratio with respechtiinmediately preceding four fiscal
quarters. As of June 30, 2014, and December 313,20& entire Revolving Credit Facility was at tHBOR rate plus a margin of 2.50%. T
effective interest rate on the Credit Facilitiedate 30, 2014 and December 31, 2013 was 2.7%.

Outstanding balances on the Revolving Credit Rgalie due on August 30, 2015.

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

The Credit Agreement, as amended, requires the @oyngnd Orthofix Holdings to comply with coveragéios on a consolidated basis
and contains affirmative and negative covenantduding limitations on additional debt, liens, ist@ents and acquisitions. On August 14,
2013, the Company entered into a Limited Waivee (@riginal Limited Waiver”) with the lenders undére Credit Agreement (the
“Lenders”) which waived requirements under the @rAdreement to deliver quarterly financial
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statements for the fiscal quarter ended on Jun2Q@IB, and related financial covenant certificatesil the earlier of (i) March 31, 2014 or
(i) the date that is one day after such finansiatements are publicly filed or released. The Gamgpwvas in compliance with the affirmative
and negative covenants as of June 30, 2014, arnelweze no events of default.

In connection with the Further Restatement andtvapany’s delay in filing this Report, on August 2014 the Company entered into
a subsequent Limited Waiver with the Lenders whiels extended on September 30, 2014, January 15,&@lFebruary 26, 2015 (the
“Subsequent Limited Waivers”). Under the Subsequéntted Waivers, the Lenders collectively waivedjuirements under the Credit
Agreement that the Company deliver quarterly finalnstatements with respect to the fiscal quareded June 30, 2014 and September 30,
2014, and related financial covenant certificatedil the earlier of (i) March 31, 2015 or (ii) tidate that is one day after such financial
statements are publicly filed or released. The 8gbsnt Limited Waivers also extend the date by wthie Company is required to provide
certain 2014 fiscal year financial statements uh#learlier of (i) one business day following tlete that the Company files its Annual Re|
on Form 10-K for the fiscal year ended December2814 or (ii) April 30, 2015. In addition, the Selggient Limited Waivers provided that
the Further Restatement would not constitute auttedéa event of default provided that within onesmess day after the public release or fi
of such restated financial statements, the Complaliyered corrected financial statements and canpé certificates with respect to such
restated periods and immediately paid any additiomerest and other fees that would have been dveeldapplicable interest and fees
originally been calculated based on the restatehfiial statements. As of the date hereof, the @omnpas delivered the quarterly
consolidated financial statements for the fiscalrtprs ended June 30, 2014 and September 30, 20d4he Company does not expect the
Further Restatement to trigger any such additioriatest or fees with respect to such prior peribtisvever, in the event that the Company
does not satisfy these respective obligations utideSubsequent Limited Waivers and/or the CredieAment, an event of default could be
declared under the Credit Agreement, which couiceleamaterial adverse effect on the Company’s Girsposition.

Certain of the Company’s subsidiaries have regriston their ability to pay dividends or make mtampany loan advances pursuant to
the Credit Facilities. The net assets of Orthofoddihgs and its subsidiaries are restricted fotrithistions to the parent company. The
Company’s domestic subsidiaries, as parties t&tieelit Agreement, have access to these net assaipdrational purposes. The amount of
restricted net assets of Orthofix Holdings anditbsidiaries as of June 30, 2014, and Decemb&(dB, was $175.6 million and $168.5
million, respectively. In addition, the Credit Agmaent restricts the Company and subsidiaries teat@t parties to the Credit Facilities from
access to cash held by Orthofix Holdings and ibss&liaries. The amount of restricted cash as oé By 2014, and December 31, 2013, was
$45.2 million and $23.8 million, respectively.

At June 30, 2014, there were no outstanding bantolsings and unused available line of credit ofrapgpnately €5.8 million ($8.0
million) under the line of credit established ialjtto finance the working capital of the Companiyaian operations. The terms of the line of
credit give the Company the option to borrow ameumtitaly at rates determined at the time of bwing.

On May 8, 2013, the Company announced that itsdBofDirectors had authorized a share repurchasgrgm in an amount up to $50
million. Repurchases began on May 10, 2013, cangigirimarily of open market transactions at prérgimarket prices in accordance with
the guidelines specified under Rule 10b-18 of teeusities Exchange Act of 1934, as amended. Repseshare being made from cash on
hand, cash generated from operations and additimredwings. The timing of the transactions andabgregate number of shares of comi
stock that will be ultimately repurchased underrgygurchase program will depend on a variety ofofia; including market conditions and the
prices at which the securities are repurchased Cdmpany may discontinue repurchases without piatice at any time if the Company
determines additional repurchases are not warrabBtadng the fiscal quarter ended June 30, 201elGQbmpany made no repurchases. The
Company has not made any further purchases betiveen30, 2014, and the date hereof. To date, thgp&ay has made total repurchases in
an amount equal to $39.5 million.

The Company believes that current cash balanceshtegwith projected cash flows from operating\atiéis, the availability of $180
million under the revolving credit facility, the aNable Italian line of credit and the Company’$tleapacity are sufficient to cover additional
stock repurchases, anticipated working capitalcapital expenditure needs including research amdldpment costs over the next twelve
months.

The Company’s intention is to reinvest the totabant of its unremitted foreign earnings (residingside Curacao) in the local
jurisdiction, to the extent they are generatedarailable, or to repatriate the earnings only wta-effective. As an entity incorporated in
Curacao, “foreign subsidiaries” refer to both La8d non-U.S. subsidiaries. Furthermore, only incemeced in the U.S. is subject to U.S.
income tax. It is not practicable to determinedhmounts of net additional income tax that may bepke if such earnings were repatriated.
The Company does not anticipate any impact on irctam liabilities since earnings are permanentipvested for both U.S and non-U.S.
subsidiaries.

Iltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

The Company is exposed to certain market risksagsop ongoing business operations. Primary expssinclude changes in interest
rates and foreign currency fluctuations. These supes can vary sales, cost of sales, costs of tiqresacost of financing and yields on cash
and short-term investments. The Company uses dieevitnancial instruments, where appropriate, #nage these risks. However, the risk
management policy does not allow the Company tgé&easitions not held, or enter into derivativetirer financial investments for trading
or speculative purposes. As of June 30, 2014, r@eay swap was in place to minimize foreign curyeeechange risk related tc



€28.7 million ($39.3 million translated at the JuB@ 2014, foreign exchange rate) intercompany rgenf June 30, 2014, the fair va
of the currency swap was approximately ($0.9) mmilland is recorded in other long-term liabilities.

The Company is exposed to interest rate risk imeotion with the Term Loan Facility and Revolvinge@it Facility, which bear
interest at floating rates based on LIBOR plus@plieable borrowing margin or at a base rate (dimeé in the Credit Agreement) plus an
applicable borrowing margin. Therefore, intere$t Ichanges generally do not affect the fair mavkéie of the debt, but do impact future
earnings and cash flows, assuming other factoreeteconstant.
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As of June 30, 2014, $20 million of the Revolvingedit Facility is at the LIBOR rate plus a margii?c60%. The margin is adjusted
based upon the measurement of the consolidatethtpyeatio of the Company and the Company’s sudnsédi with respect to the
immediately preceding four fiscal quarters. Asafiid 30, 2014, the effective interest rate on tred{CFacilities was 2.7%. Based on the
balance outstanding under the Credit Facilitiesfalkine 30, 2014, an immediate change of one pegemoint in the applicable interest rate
on the Revolving Credit Facility would cause a @i interest expense of approximately $0.2 nmlmnually.

The Company’s foreign currency exposure resultsiflactuating currency exchange rates, primarily thS. Dollar against the Euro,
Great Britain Pound, Mexican Peso and Brazilianl REze Company is subject to cost of sales currexposure when the Company
produces products in foreign currencies such a&tine or Great Britain Pound and sell those praglirct).S. Dollars. The Company is
subject to transactional currency exposures whegigo subsidiaries (or the Company itself) entév inansactions denominated in a currency
other than their functional currency. As of June 3l 4, the Company had an un-hedged intercompengimable denominated in Euro of
approximately €23.2 million ($31.8 million). The @pany recorded a foreign currency loss during ltheet and six months ended June 30,
2014, of $0.1 and $0.1 million, respectively, rethto this un-hedged long-term intercompany notctumulated other comprehensive
income, which resulted from the strengthening eflthS. dollar against the Euro during the periam.tRe three and six months ended
June 30, 2014, the Company recorded a foreignmeyrgain of $0.3 million and $0.4 million, respeelly, on the statement of operations
resulting from gains and losses in foreign curreinagsactions.

The Company is also subject to currency exposwore franslating the results of global operatione the U.S. dollar at exchange rates
that have fluctuated during the period. As the Canypcontinues to distribute and manufacture praduncselected foreign countries, the
Company expect that future sales and costs assdaidth activities in these markets will contineebe denominated in the applicable fore
currencies, which could cause currency fluctuatiomaterially impact operating results.
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Iltem 4. Controls and Procedures

Background of Restatements
Original Restatement

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

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

The Independent Review focused on the periods ehdanuary 1, 2010 and March 31, 2013 and incl@ijlesder 50 withess
interviews, (ii) collection of emails and files fro70 document custodians, and (iii) quantitativalysis. The scope of the Independent
Review, which was determined by the Audit Committeeonsultation with outside professionals engadnethe Audit Committee, focused
primarily on revenue recognition related to digitdr arrangements and inventory reserve adjustment®njunction with the Independent
Review, management concluded that errors existéteiCompany’s previously issued financial stateerith respect to the Non-Reliance
Period, as well as in the Company’s previouslyésisconsolidated financial statements for the figealrs ended December 31, 2010, 2009,
2008 and 2007. The error corrections related tdategoing, which we refer to herein as the “OraiRestatement,” were contained in the
Company’s Annual Report on Form 10-K for the yaadlesl December 31, 2013 file on March 31, 2014 @@&l 2013 Form 10-K").

In reaching the error correction conclusions thetenreflected in the Original Restatement, the Camgronsidered information
obtained in the Independent Review, including espaiata and interviews with current and former eygés that indicated (i) the existenc
extra-contractual terms or arrangements at thetafiske sale and concessions agreed to subsetuiirat initial sale (such as extended
payment terms and return and exchange rights fes $a distributors with respect to certain tratisas), including some with which certain
senior-level personnel were involved, (ii) thatha time of some sales collection was not reasgregsured, and (iii) that certain amounts
previously characterized as commissions were paidlated parties of the applicable customer.

The Company assessed the information derived fhenindependent Review in making determinations véa#ipect to accounting
adjustments reflected in the restated consolid@tedcial statements contained in Original 2013nFda0-K, and such determinations were
consistent with the findings of the IndependentiBevIn addition to the matters that were the sciojd the Independent Review, certain
other adjustments identified by management, inalgdevisions to inventory reserves and royaltiexeamade to the consolidated financial
statements in connection with the restatement.

Further Restatemel

In connection with the Company’s preparation otissolidated interim quarterly financial statensefor the fiscal quarter ended
June 30, 2014, the Company determined that certaitual journal entries with respect to the previpfiled consolidated financial
statements contained in the Original 2013 Form 1&1K the Company’s Quarterly Report on Form 104QHe fiscal quarter ended March
31, 2014 (the “Original 2014 First Quarter FormQUO-were not properly accounted for under U.S. GAAB further described below, these
additional errors affect the fiscal years endeddbaduer 31, 2013, 2012 and 2011, as well as thd figeater ended March 31, 2014 and other
prior periods. Due to these errors, the Compangrdened in August 2014 to restate its consolidéiteahcial statements for the fiscal years
ended December 31, 2013, 2012 and 2011 (inclutiadnterim quarterly periods contained within tiseél years ended December 31, 2013
and 2012) and the fiscal quarter ended March 314 28nd that the previously filed financial statatsgor these periods (including those
contained in the Original 2013 Form 10-K and th&4£@irst Quarter Form 10-Q) should no longer be2delipon. Contemporaneously with
the filing of this Report, the Company is filing 6n amendment to the Original 2013 Form 10-K {313 Form 10-K/A"), which
amendment contains restated consolidated finastEtments for the fiscal years ended Decembe2®1, 2012 and 2011, and the quarterly
reporting periods contained within the fiscal yeamsled December 31, 2013 and 2012, (ii) an amendiméme Original 2014 First Quarter
Form 10-Q (the “2014 First Quarter Form 10-Q/A"hish amendment contains restated consolidatedrimfarancial statements for the
fiscal quarters ended March 31, 2014 and 2013(i@hds delayed Quarterly Report on Form 10-Q foe fiscal quarter ended September 30,
2014 (the “2014 Third Quarter Form 10-Q”), whichtains restated consolidated interim financialestagnts for the fiscal quarterly and year-
to-date periods ended September 30, 2013. Thectioms of the additional errors in the 2013 FormKIA. and the 2014 First Quarter Form
10-Q/A are referred to herein as the “Further Restant.”
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The errors corrected by the Further Restatemerdasafellows:

* A majority of revenue from the Company’s BioBt5BU is derived from third parties, which is suj® change due to
contractual adjustments related to commercial Brste carriers, and may include certain patientaypgmounts. The Company
previously recorded certain co-pay and self-paya®as revenue with estimated uncollectible postioeing recognized as bad
debt expense. Given the collectability of co-pag aelf-pay amounts was not reasonably assuredptiditions for revenue
recognition had not been met and revenue for thossunts should not have been recognized untilaelie Adjustments to
correct the foregoing reduce equally both the Caomjsahistorical net sales and its sales and margetkpense by approximately
$2.2 million, $9.0 million and $6.0 million for tHescal years ended December 31, 2013, 2012 antl, 284pectively, and $1.4
million for the fiscal quarter ended March 31, 20Additionally, there was $1.4 million in the fidapuarter ended March 31, 20
related to contractual amounts from commercialiiaisce carriers, which was incorrectly classifietbéo debt expense rather than
a reduction of revenue, for a total reduction td dabt and revenue of $2.8 million for the fiscaaer ended March 31, 2014.
These adjustments have no effect on net income éanmtinuing operations or net income in those ki

» Certain bad debt reserves originally recordefiscal years 2011 and 2012 were reversed in iacbperiods in the Original
Restatement in connection with the change to katleigh accounting for certain distributors. As sule sales and marketing
expense was understated by approximately $1.5omilind $1.1 million for the fiscal years ended Delger 31, 2013 and 2012,
respectively, and overstated by approximately $#llion for the fiscal year ended December 31, 2(

» As part of analyzing collections experience on acte receivable, the Company identified that it mabrrectly considered cert:
deferred revenue amounts included in gross accoeoésvable when calculating estimated reservescigally, the computation
of the contractual allowances and bad debt alloesnehich serves to adjust accounts receivablect@stimated collectible
amount, incorrectly assumed that some percentadefefred amounts would be collected, rather thép fieferring these
amounts. Adjustments to correct this error resuittesl net decrease in operating income of $0.7amikind $0.2 million for the
fiscal years ended December 31, 2013 and 201lectgely, and a net increase in operating incom®20f million for the fiscal
year ended December 31, 2012, as well as a netatexin operating loss of $1.5 million for the disguarter ended March 3
2014.

» As part of the Original Restatement, the Comypaade certain corrections to prior period excesbabsolete inventory reserves.
The effect of these corrections was not consideteeh determining the adjustments needed to elimim&rcompany profits fro
inventories in the Original Restatement. Adjustrsdntcorrect this error resulted in an increaseoki of sales of $1.1 million,
$0.2 million and $0.3 million for the fiscal yeaaaded December 31, 2013, 2012 and 2011, respsgtagivell as an increase to
cost of sales of $3.0 million for the fiscal quageded March 31, 201

* As part of the remediation activities that éelled the Original Restatement, the Company expaitsi@docedures in the second
quarter of 2014 to validate the existence of fiakentory held by independent sales representatimdsnoted that, in many cases,
this inventory had higher rates of missing invept@shrinkage”) than previously estimated. To datire whether these higher
error rates were pervasive across its field invgnttie Company counted approximately 90% of g#dfinventory during the thir
and fourth fiscal quarters of 2014. These courgslted in the identification of errors relatingdevious estimates of shrinkage.
Adjustments in the Further Restatement to corfezdd errors, net of the related effect on prevjotetorded excess and obsolete
inventory reserves, resulted in an increase toafustles of $0.4 million, $0.3 million and $0.2llion for the fiscal years ended
December 31, 2013, 2012 and 2011, respectivelwelisas an increase to cost of sales of $0.2 milfar the fiscal quarter ended
March 31, 2014

* In connection with its remediation efforts asated with the material weakness noted in the imigRestatement related to
inventory reserves, including performing a hindsigihalysis of previously established reservesCiimpany concluded that it w
not appropriately calculating inventory reserves|uding its consideration of demand assumptionskits”, which contain a
variety of “piece part” components to be used dusargery as well as inventory held by third partieder inventory purchase
obligations. Adjustments to correct this error fe=iiin an increase to cost of sales of $3.2 mi|li#1.5 million and $0.1 million
for the fiscal years ended December 31, 2013, 2022011, respectively, as well as an increasedbaf sales of $2.4 million fi
the fiscal quarter ended March 31, 20

In addition to the adjustments described aboveCimapany is correcting certain other items. Theaotf correcting these items
results in a decrease to income tax expense offillibn and $1.1 million for the fiscal years emtdBecember 31, 2013 and 2012,
respectively, to correct an income tax payablerghat was recorded during the Original Restatemtaese adjustments are separate from the
tax effect of the errors described above

In the aggregate, the remaining additional adjustmeesulted in a decrease to loss before incores taf $1.1 million for the fiscal ye
ended December 31, 2013, a decrease to incomeehinfmme taxes of $0.1 million for the fiscal yeaded December 31, 2012 and a
increase to loss before income taxes of $0.7 millgy the fiscal year ended December 31, 2011,akas a decrease to loss before income
taxes of $1.6 million for the fiscal quarter endédrch 31, 2014.

Evaluation of Disclosure Controls and Procedures

In connection with the preparation of this Repariger the supervision and with the participatiomwf management, including ¢



President and Chief Executive Officer and our imieChief Financial Officer, we performed an evaloatof the effectiveness of the
design and operation of our disclosure controls@dedures. As described below, as of Decembe2(@®I13, management identified material
weaknesses in our internal control over finan@glorting, which is an integral component of ouchtisure controls and procedures. Our
remediation efforts with respect to these weakrgease continuing. As a result of these ongoing n@teeaknesses, our President and Chief
Executive Officer and Interim Chief Financial Officconcluded at that time that our disclosure ais@nd procedures were not effective as
of June 30, 2014.
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Material Weaknesses in Internal Control over Finanéal Reporting

In connection with the preparation of this Repotr management, including our President and Chietttive Officer and our Interim
Chief Financial Officer, conducted an evaluationtsf effectiveness of our internal control ovegfigial reporting as of December 31, 2013
based on the framework set forth in “Internal Cohktrintegrated Framework (September 1992)” issuethbyCommittee of Sponsoring
Organizations of the Treadway Commission (the C@8t@ria). Based on its evaluation, the Companmyanagement concluded that, bec:
of certain material weaknesses described belowCtmpany’s internal control over financial repogtiwas not effective as of June 30, 2014.

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

Revenue recognition practices for sales with disttors. In connection with the Independent Review andQniginal
Restatement, we concluded that we recognized reviencertain instances in advance of all revenoegsition criteria
being met, and that our controls were not effediiveeasonably ensure accurate recognition of tgy@maccordance with
U.S. GAAP for certain distributor sales transactipneviously recorded by the Company’s domesticiatatnational
business units. In general, we did not establishraaintain procedures throughout the Company teomebly ensure
proper communication to, and assessment by, thep@oys finance and accounting department of deviatfrom
contractually established terms, which includedtemi or unwritten arrangements made with, or egtmatractual terms
provided to, Company distributors at the onsethefdale regarding extended payment terms, prodtwtror exchange
rights, and similar concessions agreed to subséduéme initial sale (which were not memorializedany formal
contractual amendment). Such additional terms wetevaluated, or not evaluated correctly, and wetemaintained or
reflected in Company customer sales files. In aolditCompany personnel were not adequately traivitdrespect to
certain revenue recognition principles applicabidar U.S. GAAP that may have led to appropriatesictaration of the
additional terms entered into outside of the wnittentractual term:

A ccounts receivable reservés.connection with our internal control remediatexctivities that followed the Original
Restatement, we expanded our procedures of anglgpitections of accounts receivable to ensure @tisoreceivable
included an appropriate reserve for estimated leatible amounts. We concluded the Company hadiactly considered
certain deferred revenue amounts when calculatieg$timated reserves. Specifically, the computaifdhe contractual
allowances and bad debt allowances, which servadjtst accounts receivable to the estimated diiileamount,
assumed that some percentage of deferred amountd @ collected, rather than deferring the ergirount. In
connection with these additional procedures, wiebelthe errors identified indicate that the colstrelating to the prior
accounts receivable reserve process and calcudatiere insufficiently designed to detect a matemimstatemen

Inventory reserve. In connection with the Independent Review andQ@riginal Restatement, we concluded that errors
occurred in establishing the Company’s inventoserees due to a design deficiency in our contreés the computation
and recording of such reserves. Our method of tatlog inventory reserves resulted in the misagpion of U.S. GAAP,
which caused us to make adjustments in the restatesblidated financial statements. Specifically, controls were not
designed to detect that increases in our forecatathnd for products which resulted in reductionsubsequent fiscal
years to reserves previously recorded. ASC TopiI&8entory (specifically ASC 3:-10-35-14) states that a write-down
of inventory to the lower-of-cost-or-market valuetze close of a fiscal year creates a new coss llaat subsequently
should not be marked up based on changes in uimtigdircumstances, and our controls were not desiga prevent such
mark ups due to increases in forecasted demargtdducts. Additionally, in the Further Restatemeve,concluded our
controls were not adequately designed to ensutevavere accurately calculating excess inventesgrves based on the
consideration of overall demand assumptions anddorponents of “kit” inventory, which is primariheld by our
independent sales representatives. Additionally couatrols were not appropriately designed to emsluat when
determining needed inventory reserves, we congidarentory held by third parties under inventonrghase obligation:

Inventory existenc. In connection with our internal control remediatiactivities that followed the Original Restatertnen
we expanded our procedures to validate the existehfield inventory held by independent sales @spntatives. In
connection with these additional procedures, watifled errors which we believe indicate that tleaizols relating to the
prior inventory counts performed were insufficigrilesigned to detect a material misstaterr

Foreign subsidiary oversighin connection with the Independent Review and thigifal Restatement, we concluded that
our oversight of certain foreign subsidiaries wasifficiently designed to detect material misstaeta of financial
information. Specifically, while these entities weéncluded in oversight activities similar to odher locations, we believe
the design of our controls did not adequately agkltike additional risks associated with certaiitieat These additional
risks include: sales comprised of higher risk distior revenues; no specific requirements for stayuaudits that may
detect inadequacies in the Company’s customer asithdss records; and a business culture wheragre¢ments were
more common, resulting in contract terms that viess likely to be formally documente

Manual journal entry control procedurt. In connection with the completion of the audit fiee fiscal year ended
December 31, 2013, we determined that our contre#s manual journal entries were not effective.cHlly, we



determined that some manual journal entries wersuggported with sufficient documentation and weseadequately or
timely reviewed and approved; nor were there sigfficprocedures to ensure entries recorded to sidialby at the
corporate level in consolidation were recordechmdppropriate periods once subsequently recogoizéie local
subsidiary ledger:

Some of the material weaknesses described abowkeetin material misstatements in our annual abekim consolidated financial
statements, which were corrected in the Originalt&tement and the Further Restatement, respectBebause of the foregoing matters, our
management has concluded that we did not mainttgntiee internal control over financial reportiag of June 30, 2014.
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Plans for Remediation

Our management has worked, and continues to wotréngthen our disclosure controls and procedamdsdnternal control over
financial reporting in connection with the matemataknesses that have been described above. Wid ioteontinue taking measures,
including engaging outside professionals, as maydoessary and advisable, to assist us as we gerttraddress and rectify the foregoing
material weaknesses. Since the filing of the OapRestatement, the Company has better alignediitent finance department staff, both
domestically and internationally, to enhance thaéese and oversight of the accounting and finaneefions. The Company has also added
several key positions in its finance departmemuiding director level roles in corporate accougti.S. accounting, and technical
accounting. The Company continues to implementéheediation plans described herein. These remediafforts are being undertaken
under the supervision of the Audit Committee, idahg a new Chair of the Audit Committee, who joirikd Board in April 2014 as a newly
appointed independent director.

We are committed to maintaining an effective cdrérovironment and making changes necessary to enteffectiveness. 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 thaé$akto account the nature of our business andebgraphies in which we conduct it. We
have also updated our code of conduct, and alkmployees are required to annually acknowledge toenmitment to adhering to its
provisions. We have also informed all new employares regularly remind all existing employees of éhailability 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 aware observed.

We are in the process of implementing and contimptinrefine 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:
. We have enhanced our revenue recognition trainiaggrals for all sales personn

. We have conducted training of sales personneluding senior-level management) pursuant toupdated revenue
recognition training material:

. We have created and implemented an improvess sartification process to identify any sales wighiations from written
sales contractt

. We have added key personnel within our finashegartment, which we believe will bring additionevenue recognition
expertise to address our more complex revenueactings to help ensure that our revenue recognitiicies are correctl
applied; anc

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

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

. We have enhanced the calculation and reviesuoficcounts receivable reserves, including enhgrmir model to
incorporate separate consideration of deferredmavéor c-pay when calculating estimated resen

. We have enhanced the account reporting streigtithin our general ledger system to provide iasegl transparency of
deferred revenue versus contractual allowances

. We have added key personnel within our finashegartment, which we believe will bring additionaferred revenue co-
pay and accounts receivable reserves expe

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

. We have enhanced controls over our model ftardening inventory reserves to ensure that, ossenves are established
in a fiscal year, subsequent w-ups based on demand are not recognized

. We have enhanced the calculation and reviesuofnventory reserve analysis, including enhancagmodel to capture
demand considerations at the component level réttla@rthe aggregated “kit” level, and increasingitivolvement of both
finance and operational personnel, which we exfmeptovide better controls to assess excess aralatbsnventory based
on the current inventory on hand in relation todieenand forecast and related reser

. We have implemented new procedures and cortvastermine and verify for each period the amswiftinventory
purchase obligations with third parties to asskssdh amounts are considered excess amounts Wag aaserve

Managemer's remediation plan with respect to controls oveiséence of field inventory at independent sal@sloeations:



. We have enhanced and expanded the extent ghysical inventory count procedures to requir@ite parts, including
those contained within kits, held by independeféseepresentatives be counted at least annualtydier to thoroughly
and timely verify the existence of field invento

. We have engaged a third party with relevantgtid/ experience to assist in the completion o¢hexpanded procedures,
conducted physical counts of Spine Fixation deingentory held on consignment with distributors ddpital customers,
and adjusted our inventory reserves to reflectéisalts of counts the Company completed during 2&lgart of this
remediation

. We have also updated and enhanced our inventanagement practices and review procedures for cutsigned
inventory.

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

. We have changed our structure so that all ofaneign subsidiaries’ accounting functions nowa# to the VP of
International Accounting, who then, along with d@mestic subsidiaries’ accounting functions, repmthe VP, Controller
within the corporate accounting function, which antes the review of, and provides additional caplevel oversight
of, their activities

. We have established and hired a Director oftf@siand Process Improvement position, whose piirdaties are the
design and implementation of processes and proesdarstrengthen internal control over financiglomting;

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

. We are evaluating our accounting systems to determyppropriate enhancements, and a plan is beamuted that include
upgrading accounting systems at foreign locati

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

. We have implemented a new accounting policyregforth specific requirements regarding suppaytiocumentation
standards and review and approval procedures fauaigournal entries, including specifying the tg@and levels of revie
to be performed based on specifically defined datassociated with the nature and magnitude ofualgournal entries;
and

. We have designed and conducted training foatte®unting group regarding manual journal entgppration,
documentation and timely review and approval pracesl, along with enhancing procedures over subsgiguecording
journal entries made at the corporate level ineo@ompan’s subsidiary general ledgers to ensure such ammaret
recorded within the appropriate perio

We believe the remediation steps outlined abovégiwnin some cases have already been implemented,itmproved and will continue
to improve the effectiveness of our internal colndrcer financial reporting. However, we have notngbeted all of the corrective processes
and procedures identified above. Accordingly, axam@tinue to monitor the effectiveness of our inédicontrol over financial reporting in tl
areas affected by the material weaknesses desatima:, we will perform additional procedures pribexd by management, including the
of manual mitigating control procedures, and wiligoy any additional tools and resources deemedssety to provide assurance that our
financial statements continue to be fairly 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 fiscal quarter
ended June 30, 2014 that have materially affeatedeoreasonably likely to materially affect, omtelrnal control over financial reporting.

36



Table of Contents

PART Il. OTHER INFORMATION

Iltem 1. Legal Proceedings

The Company is party to certain outstanding legatg@edings, investigations and claims. These nsadter described in the 2013 Form
10-K/A. As of the date of this filing, there haddpeno other material developments in these mattece the filing of the 2013 Form 10-K/A.

Item 1 A . Risk Factors

As of the date of this Form 10-Q there had beematerial changes to the Company’s risk factors ftbenfactors discussed in Part |,

Item 1A., “Risk Factors” in the 2013 Form 10-K/A.

Iltem 2. Unregistered Sales of Equity Securities andse of Proceeds

Stock Repurchases

Under the stock repurchase program, repurchasdsearg made from time to time in the open marksebson market conditions,
securities law limitations and other factors. Dgrthe six months ended June 30, 2014, there westock repurchases.

Period

May 2013
June 201:
July 2013

Total as of June 30, 20:

Total Cumulative

Maximum Dollar Value
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Average Number of Share: of Shares Allowed to b
Total price Purchased under Purchased under
Number of Paid Pet Approved Stock Approved Stock
Shares Repurchase Repurchase
Purchased Share Program Program
515,86! $26.6¢ 515,86! $ 36,269,36
472,65( $27.7 988,51! % 23,131,66
449,061 $28.04 1,437,570 $ 10,505,77.
1,437,57 $27.5¢ 1,437,570 $ 10,505,77.
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Iltem 6. Exhibits

10.1 Amendment No. 4 to Matrix Commercializationl@ooration Agreement, entered into on April 1, 2Py and between
Musculoskeletal Transplant Foundation, Inc. anch@fix Holdings, Inc. (filed as an exhibit to the @pany’s current report on
Form &K filed April 7, 2014 and incorporated herein byerence)

10.2 Employment Agreement, entered into and effeas of May 5, 2014, by and between Orthofix &rdd Mark A. Heggestad (filed
as an exhibit to the Comp¢’s current report on For8-K filed May 8, 2014 and incorporated herein by refies).

10.3 Inducement Grant Non-Qualified Stock Optionéegnent, dated May 5, 2014, between Orthofix Iragonal N.V. and Mark A.
Heggestad (filed as an exhibit to the Comy's current report on For8-K filed May 8, 2014 and incorporated herein by rafes.

10.4 Inducement Grant Restricted Stock AgreemerteddMay 8, 2014, between Orthofix International Nand Mark A. Heggestad
(filed as an exhibit to the Compe’s current report on For8-K filed May 8, 2014 and incorporated herein by refes).

31.1* Rule 13-14(a)/15+-14(a) Certification of Chief Executive Office
31.2* Rule 13-14(a)/15+14(a) Certification of Chief Financial Office
32.1*  Section 1350 Certifications of each of the Chieéé&ixive Officer and Chief Financial Office

101* The following materials from the Orthofix Imtetional N.V. Quarterly Report on Form 10-Q foe tuarterly period ended June 30,
2014, formatted in Extensible Business Reportingduege (“XBRL"): (i) Condensed Consolidated BalaBteets, (ii) Condensed
Consolidated Statements of Operations and Compseleemcome (Loss), (iii) Condensed Consolidatetteshents of Cash Flows
and (iv) related notes, detail tagg

* Filed herewith
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SIGNATURES

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

ORTHOFIX INTERNATIONAL N.V.

Date: March 30, 2015 By: /sl BRADLEY R. MASON
Name Bradley R. Masol
Title: President and Chief Executive Offic

Date: March 30, 2015 By: /s/ DOUG RICE
Name Doug Rice
Title: Interim Chief Financial Office




Exhibit 31.1

CERTIFICATION

I, Bradley R. Mason, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q for the quarterly period ended June 30, 201Qrdfiofix International N.V.

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongttate a material fact necessary to
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and procedoaresused such disclosure controls and procedortss designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
the Company by others within those entities, paldidy during the period in which this report isitg prepared

b.  designed such internal control over financigbréing, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. evaluated the effectiveness of the registrati§slosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; an

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

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

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

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

Dated: March 30, 201 By: /s/ BRADLEY R. MASON

Name Bradley R. Masot!
Title: President and Chief Executive Offic



Exhibit 31.2

CERTIFICATION

I, Doug Rice, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q for the quarterly period ended June 30, 201Qrdfiofix International N.V.

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongttate a material fact necessary to
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and procedoaresused such disclosure controls and procedortss designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
the Company by others within those entities, paldidy during the period in which this report isitg prepared

b.  designed such internal control over financigbréing, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. evaluated the effectiveness of the registrati§slosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; an

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

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. all significant deficiencies and material weads®es in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’ s ability to record, process, summarize and repaodrfcial information; an

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

Dated: March 30, 201 By: /s/ DOUG RICE

Name Doug Rice
Title: Interim 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 Quarterly Report of Orthdfiternational N.V. (“Orthofix”) on Form 10-Q fohé quarterly period ended
June 30, 2014, (the “Report”), as filed with the@éies and Exchange Commission on the date heBeaflley R. Mason, Chief Executive
Officer and President of Orthofix, and Doug Riagglim Chief Financial Officer, each certify, puasii to 18 U.S.C. Section 1350, as ado
pursuant to Section 906 of the Sarbanes-Oxley A2062, that, to his 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 fairhegents, in all material respects, the financialdition and results of operations of

Orthofix.
Dated: March 30, 201 /s/ BRADLEY R. MASON
Name: Bradley R. Masc
Title: President and Chief Executive Officer
Dated: March 30, 2015 /sl DOUG RICE

Name: Doug Rict
Title: Interim Chief Financial Office



