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C o n s o l i d a t e d  F i n a n c i a l  H i g h l i g h t s
(U.S. dollars, in thousands, except margin and per share data)

CONSOLIDATED  
FINANCIAL RESULTS
Year ended December 31

Net sales 

Gross profit

Gross profit margin

Total operating income

Net income/(loss) 

Net income/(loss) per share
of common stock – basic

Net income/(loss) per share
of common stock – diluted

CONSOLIDATED  
FINANCIAL POSITION
At year-end December 31

Total assets

Total debt

Shareholders’ equity

Weighted average number
of common shares
outstanding – basic

Weighted average number
of common shares
outstanding – diluted

2004

$286,638

$207,461

72%

$56,568

$34,149

$2.22 

$2.14

$440,969

$77,382

$297,172

15,396,540

15,974,945

2003

$203,707

$152,617

75%

$44,568

$24,730

$1.76

$1.68

$413,179

$110,207

$240,776

14,061,447

14,681,883

2002

$177,595

$132,776

75%

$42,939

$25,913

$1.96

$1.76

$220,774

$7,420

$168,084

13,196,524

14,685,236

2005

$313,304

$229,516

73%

$59,706

$73,402

$4.61

$4.51

$473,861

$15,287

$368,885

15,913,475

16,288,975 

(1) The net loss reported for 2006 includes the non-cash write-off of $40 million of in-process 
research and development associated with the acquisition of Blackstone Medical, Inc.

(1)

2006

$365,359

$271,734

74%

$8,853

$(7,042)

$(0.44)

$(0.44)

$862,285

$315,467

$392,635

16,165,540

16,165,540 
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P e r f o r m a n c e  S u m m a r y
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* Includes costs of $4.9 million for the KCI litigation and $1.7 million for 
an OIG settlement.

** Net income for 2005 includes $37.4 million in proceeds related to 
the KCI settlement.

*** The net loss reported for 2006 includes the non-cash write-off of 
$40 million of in-process research and development associated with 
the acquisition of Blackstone Medical, Inc.

* Research & Development expenses in 2006 include a $40 million 
non-cash write-off of in-process R&D associated with the acquisition 
of Blackstone Medical, Inc.    
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A Letter from Alan Milinazzo

To our shareholders:

I am delighted to report to you on the progress we made during my first nine months as CEO.
We took several important steps in executing a two dimensional strategy designed to accelerate 
the growth of both top line revenues and bottom line earnings.  This strategy involves an organic
aspect as well as an inorganic element.  That is, while we continue to focus on offering innovative
new minimally-invasive medical products and delivering them in a cost effective way around the
world, we also intend to use the strength of our balance sheet and cash flows to take advantage of
business acquisition opportunities we identify.  

Certainly the most transformational event that occurred in 2006 was our $333 million acquisition
of Blackstone Medical, Inc. in September.  As the largest and fastest-growing private spine implant
and biologic company in the country prior to the acquisition, Blackstone will allow us to leverage
our existing physician relationships and distribution channels associated with our market-leading
spine stimulation business to expand their sales around the world.  Additionally, it will serve as a
platform for additional expansion within the spine market, which is the fastest growing segment 
of the orthopedic industry today.

Even as we worked on the agreement to acquire Blackstone, our sports medicine subsidiary was
launching a new line of unique functional knee braces that would help drive revenue growth in 
that business during the latter half of 2006 that was twice the rate of growth in the overall market.
During the year we were also making plans for the US launch of two new internal fixation devices
that we introduced in February of 2007 during the annual meeting of the American Academy of
Orthopedic Surgeons.  These devices represent an important expansion of our offerings in the
internal fixation market, which is larger and growing faster than the external fixation market.

While the Blackstone acquisition and our most recent product launches are the most obvious
examples of steps we have taken to execute our two dimensional strategy, during 2006 we also
implemented a number of initiatives designed to strengthen our infrastructure and support our
ongoing organic and inorganic growth plans.  For example, in February we announced the 
restructuring of our international operations in an effort to better serve our customers outside 
the US.  The restructuring created three distinct business zones: Europe, Asia Pacific and
Emerging Markets, and was intended to enhance the focus on our core markets and ensure 
that differences in regional customer requirements are incorporated into the design and 
distribution of our products.



5

The restructuring also involved the opening of a new International Distribution Center in Verona,
Italy, which was designed to increase Orthofix’s operational efficiency throughout Europe by 
centralizing production, logistics and customer service functions.  Additionally, during the year 
we extensively redesigned our corporate website both to reflect our restructuring and to expand
the services we provide to our physicians, patients and investors worldwide.   

We are very encouraged by the impact these and other initiatives had on operating results in 2006.
Full-year revenues of $365 million were up 17% compared with 2005, including the impact of the
Blackstone acquisition in the fourth quarter.  However, even excluding the benefit of Blackstone’s
fourth quarter revenues, Orthofix’s sales during the second half of 2006 grew almost 12% compared
with the prior year.  And, for the first time in six quarters, each of the company’s individual business
sectors reported year-over-year revenue growth during the fourth quarter of 2006-even before the
benefit of the Blackstone acquisition.  

We believe these results reflect the positive impact we are beginning to see from the implementation
our two dimensional strategy.  While we are encouraged with the initial results, we realize we are
still in the early stages of our strategic plan.  We know that during 2007 we will need to make some
additional investments to maximize the opportunities associated with the Blackstone acquisition; to
ensure that it will serve as our platform for additional organic and inorganic growth in the spine
industry.  And we will continue to look for additional opportunities to enhance the value of our
other businesses, from both an organic and an inorganic perspective, both inside the US and
around the globe.

Importantly, the changes that occurred at Orthofix in 2006 have served to invigorate our employees.
The combined Orthofix and Blackstone workforces are embracing the new opportunities ahead of
us, and the level of energy and excitement is at an all-time high even as we continue to build on
the momentum generated in 2006.

I am excited with our progress in 2006, I am pleased to be able to report our successes to our employees,
our customers, and our shareholders, and I appreciate the ongoing support from all of you.

Sincerely,

“Our $333 million acquisition of Blackstone Medical, Inc was the most

transformational event of 2006.  Blackstone will allow us to leverage our

existing surgeon relationships and distribution channels associated 

with our market-leading spine stimulation business to expand sales 

around the world.  It will also serve as a platform for additional 

expansion within the spine market.”

Alan Milinazzo
Chief Executive Officer, President and Director
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A Letter from James F. Gero

James F. Gero
Chairman of the Board

Orthofix shareholders:

There were many exciting changes at Orthofix in 2006, including the appointment of Alan Milinazzo as our
new CEO, the acquisition of Blackstone Medical, and the restructuring initiatives designed to expand our
capabilities and enhance the efficiency with which we deliver products to our customers around the world.
These activities are all part of our strategic plan to accelerate revenue and earnings growth at Orthofix, 
and we were very encouraged by the results witnessed during 2006.

Another noteworthy event that occurred at the end of the year was the appointment of Alan to the company’s
Board of Directors.  Our successes in 2006 were due in large part to Alan’s leadership and experience, both of
which will continue to play a vital role to both Orthofix and the Board as we continue to execute our long
term strategic plans.  

Another significant change that occurred at the end of December was the retirement of
Robert Gaines-Cooper from the Board after 19 years of dedicated service.  As a founder of
Orthofix in 1987 and the Chairman of the Board from 1989 until 2004, Robert played a vital
role in, and made immense contributions to, the successes that have shaped the company over
the last 19 years.  His entrepreneurial experience and global thinking made him an essential
part of the leadership that has taken Orthofix from a small fixation company with $21 million
in revenues to a global presence in the orthopedic industry that is expected to generate
approximately $500 million in revenues in 2007.

We have been fortunate over the last 19 years to have the benefit of Robert’s leadership and vision, and it 
is with this history of success in mind that I now seek to maintain and build on his accomplishments.  

On behalf of the entire Orthofix family, I would like to thank Robert Gaines-Cooper and recognize the 
legacy he leaves with us that will serve as a foundation for our successes in the future.

The entire Board remains committed to seeking ways to add shareholder value in the new millennium,
whether it’s redesigning our website to use as an effective tool to reach more customers around the world,
identifying businesses like Blackstone Medical that will allow us to expand our presence in important global
markets, or through our internal R&D to develop technology that will sustain our growth.

Sincerely,

Robert Gaines-Cooper
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Board Of Directors

James F. Gero 
Chairman of the Board of Directors

Peter J. Hewett
Deputy Chairman of the Board of Directors

Jerry C. Benjamin 
Director

Charles W. Federico
Director

Guy Jordan 
Director

Thomas J. Kester 
Director

Alan W. Milinazzo
Chief Executive Officer, President and Director

Walter von Wartburg 
Director

Kenneth R. Weisshaar 
Director

Stefan Widensohler 
Director

Senior Management

Alan Milinazzo
Chief Executive Officer, President and Director

Thomas Hein, CPA
Chief Financial Officer

Oliver Burckhardt
President, Orthofix International

Scott Dodson
President, Orthopedic Division

Matt Lyons
President, Blackstone Medical, Inc.

Bradley R. Mason
President, BREG, Inc.

Eric Brown
Senior Vice President, Spine Sales

Keith Jansen
Senior Vice President, Spine Marketing

Raymond Kolls, J.D.
Senior Vice President, General Counsel 
and Corporate Secretary

Michael Simpson
Senior Vice President, Global Operations 
and General Mgr., Orthofix Inc.

Michael Finegan
Vice President, Corporate Development

Dan Yarbrough
Vice President, Investor Relations
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Spine Business Unit

With the acquisition of Blackstone Medical, Inc. in September of 2006, Orthofix entered the

global spine implant market, which is currently the fastest growing segment of the orthopedics

industry.  Through this acquisition Orthofix now offers a unique array of products used in

fusion and other spine surgeries, including: 

• Cervical and lumbar plates and other fixation systems that incorporate 

the use of metal bracing and pedicle screws to stabilize the spine, 

• A wide variety of interbody devices and vertebral body replacements used to 

restore the space between two vertebrae that has been lost as a result of 

degenerative disc disease, or to replace the damaged vertebrae themselves, and

• The only commercially-available adult stem cell-based biologic bone grafting product

that enhances the growth of new bone around the affected portion of the spine. 

With a prolific research & development department and a large base of professional engineers,

Blackstone develops products that can be used in minimally-invasive surgical procedures.

Additionally, the pipeline of products being developed includes devices that incorporate the

newest trends in spinal surgery, including motion preservation. 

The spectrum of products now available in Orthofix’s spine business as a result of the

Blackstone acquisition complement the market-leading non-invasive bone growth stimulation

products previously offered by Orthofix, including the only FDA-approved bone growth 

stimulator for the cervical portion of the spine.  Both our cervical and lumbar spine stimulators

have been clinically proven to enhance the outcomes of surgical fusion procedures by 

stimulating new bone growth for patients with risk factors that may otherwise impair their

bodies’ ability to adequately generate new bone.

Cervical-Stim®

Bone Growth Stimulator

Trinity®

Cellular Bone Matrix

HallmarkTM Anterior 
Cervical Plate System

NewBridge® Laminoplasty
Fixation System

AlloQuent®

Cervical Allograft
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Biologic products made

up                     of total

revenues in 2006, up from 

less than 5% in 2004.

Spine Stimulation Net Sales

16%

Blackstone Medical Revenue Mix

16%

84%

Biologics Sales

Fusion Implant Sales
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Orthopedic Business Unit

Originally founded as an external fixation company in Verona, Italy, Orthofix has a well

established and highly-regarded reputation for providing quality fracture management products

around the world.  These include products such as our popular bone screws and our versatile

XCaliber fixators, which treat fractures of the long bones in the extremities such as the tibia,

femur and humerus.  Our Minirail fixators and wrist fixation systems are designed for fractures

in the smaller bones of the wrist, hands and feet.  

More recently, the company has begun to leverage the long-standing relationships we have

developed with our many orthopedic surgeon customers by expanding into the larger and

faster growing internal fixation market.  In addition to our Contours Volar Plating System, 

a unique anatomically designed plate to treat a broad spectrum of wrist fractures, Orthofix

launched two new internal nailing systems in February of 2007.  The VeroNail reflects the

newest technology in trochanteric nailing systems for the treatment of hip fractures, while

CentronailTM is a new family of nails designed to reduce operating room time and increase 

surgeon flexibility during the treatment of long bone fractures such as those in the tibia 

or humerus.

Leveraging our expertise in bone growth stimulation, and complementing our portfolio of 

fixation products used for fracture management, Orthofix’s Physio-Stim long bone stimulator

is a non-invasive device used for the post-surgical treatment of nonunion fractures.  Using the

same pulsed electromagnetic field technology as our market-leading spine stimulators, 

Physio-Stim can be configured to treat fractures in the hip, shoulder and wrist areas, in 

addition to the long bones.        

Orthofix has also established a reputation for bringing innovative, minimally-invasive deformity

correction devices to the marketplace.  ISKD is the only FDA-approved internal device for

lengthening the tibia and femur in the legs, and our Limb Reconstruction System is an external

device that makes gradual angular corrections to long bones.  Another unique device is 

eight-Plate, which treats pediatric limb alignment issues such as bowed legs.

Contours VPS®

Volar Plating System

VeroNailTM

Trochanteric System

Physio-Stim®

Bone Growth Stimulator

ISKD®

Lengthener

XCaliber®

Meta-Diaphyseal Fixator
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Orthopedic Net Sales

Strategic Alliances for Organic Growth Opportunities

Deformity Correction Plate Advances Pediatric Product Line

The eight-Plate Guided Growth System®, which is designed to correct knock

knees and bowed legs has gained rapid acceptance in the pediatric 

market due to its unique benefits.  The eight-Plate is minimally 

invasive, avoids cutting the bone and can be used to treat children 

of very young ages, before their deformity becomes extreme.  After 

treatment, the child can be immediately mobile,

and no casting is necessary.  Treatment is safer 

and correction is more rapid than that achieved

with other techniques.

The first phase of a new partnership between Orthofix and Texas Scottish Rite

Hospital for Children resulted in Orthofix increasing the availability of the 

TRUE/LOK Circular Fixation System which was developed by surgeons at 

TSRHC and has been used to treat thousands of children with leg, foot 

and ankle deformities.  The second phase of the partnership will involve 

a joint effort to develop a new external fixation device intended to 

improve further on the treatment of children’s bone conditions.

Preoperative Postoperative 

2005 2006
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Sports Medicine Business Unit

Orthofix’s sports medicine subsidiary, BREG, Inc., was acquired in December of 2003.  With a

primary focus on functional knee bracing, BREG introduced its innovative new FUSION line of

braces for men, women and osteoarthritis (OA) patients in 2006.  FUSION is a functional

knee brace that incorporates BREG’s innovative ProFormTM technology, which is a non-rigid

hinge on the medial side of the knee that allows the brace to conform intimately with the leg

for a more contoured, secure fit.  FUSION braces are designed to provide support for the

anterior and posterior cruciate ligaments, as well as collateral ligaments, without compromising

the wearer’s mobility.  This is why FUSION braces are worn by many college and professional

athletes around the world.  FUSION OA is specifically designed for off-loading compressive

forces associated with osteoarthritis of the knee.

BREG is also a market leader in motorized portable cold therapy products.  The Polar Care

family of products is designed to provide continuous-flow cold therapy to the affected site,

helping patients recover from injury or surgery more quickly and comfortably.  BREG’s new

KodiakTM continuous-flow cold therapy system is planned for release at the end of the second

quarter of 2007.  This innovative product will provide tailored temperature control specific to

each treatment area through its unique Intelli-Flo PadsTM.

BREG also offers local infusion pumps that deliver non-narcotic pain relief directly to the 

post-surgical wound site.  In 2006 the company introduced e-PainCare, a unique, reusable

electronic infusion pump that automatically delivers an hourly dose of medication. 

e-PainCareTM

Pain Management System

FUSION® Brace

PolarCare®

Cold Therapy
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Sports Medicine
Market

BREG

Breg Revenue Growth Rate

Year over year revenue growth

at BREG in the 4th quarter 

of 2006 was 2X the overall

market growth rate.

“With the BREG FUSION knee brace we have had success with how the brace fits

and protects our players at the highest level of football.  Even our 

skilled position players are comfortable and able to perform 

wearing the FUSION.  The ProForm technology really makes 

the difference.”
Jim Anderson 
Head Athletic Trainer, St. Louis Rams

Sports Medicine Net Sales
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International Markets and Distribution

Subsidiary

Distributor

Latin America

During 2006 Orthofix announced the restructuring of its

international operations into three distinct business zones:

Europe, Asia Pacific, and Emerging Markets.  This was intended

to enhance the focus on our core markets and ensure that

differences in regional customer requirements are incorporated

into the design and distribution of our various products.  

In addition, we hired a new President of Orthofix International,

who is charged with leading our restructuring initiatives as

well as identifying additional ways to expand our global 

distribution network outside the United States.

The restructuring also involved the opening of a new International

Distribution Center in Verona, Italy, which was designed to

increase Orthofix’s operational efficiency throughout Europe

by centralizing production, logistics and customer service

functions.  Additionally, the company acquired International

Medical Supplies Distribution, based in Cologne, Germany.

This acquisition is primarily expected to enhance growth

opportunities for the German and Austrian operations of

BREG, our wholly-owned sports medicine subsidiary, by

improving market visibility and control over product distribution.
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Europe

Asia Pacific
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CORPORATE
HEADQUARTERS

Orthofix International NV
7 Abraham de Veerstraat
Curaçao 
Netherlands, Antilles

CORPORATE 
ADMINISTRATIVE
OFFICES

Orthofix International NV
10115 Kincey Avenue
Suite 250
Huntersville, NC 28078
U.S.A.

INVESTOR
INFORMATION

Dan Yarbrough
danyarbrough@orthofix.com
10115 Kincey Avenue
Suite 250
Huntersville, NC 28078
U.S.A.

SALES &
MANUFACTURING
SUBSIDIARIES

Orthofix Inc
1720 Bray Central Drive
McKinney, TX 75069-8207
U.S.A.

Blackstone Medical Inc.
90 Brookdale Drive
Springfield, MA 01104
U.S.A.

Blackstone Medical Inc.
1211 Hamburg Turnpike
Wayne, NJ 07470
U.S.A.

BREG Inc
2611 Commerce Way
Vista, CA 92081
U.S.A.

BREG Mexico
Venustiano Carranza #33
P.I. Palaco
Mexicali BC 21395

Orthofix Srl  
Via delle Nazioni 9
37012 Bussolengo
Verona, Italy

Orthofix Srl Distribution
Center
Via della Filanda 7/9
37060 Lugagnano di Sona,
Verona, Italy

Orthofix Vascular
Novamedix Services Ltd
Viscount Court
South Way, Walworth
Andover
Hants, SP10 5NW
England

Orthosonics Ltd
Bremridge House
Ashburton
South Devon, TQ13 7JX
England

Intavent Orthofix Ltd
Burney Court
Cordwallis Park
Maidenhead
Berks, SL6 7BZ
England

Orthofix SA
19 Rue du President Wilson
94250 Gentilly
France

Orthofix GmbH
Mühlbachweg 2
D-83626 Valley
Germany

MES International Medical
Supplies Distribution
GmbH
Ginsterweg 15
Cologne, 50858, 
Germany

Orthofix AG
Sumpfstrasse 5
6312 Steinhausen, Switzerland

Orthofix do Brasil Ltda
Rua General Jardim
770 Conj. 3A
Vila Buarque
01223-010 São Paulo, Brazil

Promeca S.A. DE C.V.
Orthofix de Mexico
Dr. Jose Maria Vertiz #1235
Col. Letran - Valle
03650 Mexico City
Mexico

Implantes Y Sistemas
Medicos, Inc.
6 Calle 1, Suite 80, 
Metro Park Office
Guaynabo, Puerto Rico 00968

                                         



Company Mission

To offer highly valued, innovative and minimally invasive solutions to medical needs, 

with a focus on the treatment of patients in orthopedics.  We shall ask ourselves everyday 

what we have done to delight our customers.




