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Statement by the Board of Directors and President and CEO

The Condensed Interim Consolidated Financial Statements of Ossur hf. for the period from 1 January to 31
March 2011 consist of the Financial Statements of Ossur hf. and its subsidiaries. The Financial Statements are
prepared in accordance with International Financial Reporting Standards for Interim Financial Reporting, IAS
34 as adopted by the EU. The Condensed Interim Consolidated Financial Statements are not audited nor
reviewed by the Company's auditors.

The total sales of the Ossur Consolidation amounted to USD 97.0 million. The net profit amounted to USD 8.0
million and according to the Balance Sheets the total assets of the Ossur Consolidation amounted to USD 594.0
million at the end of period, liabilities were 233.5 million, and equity was 360.5 million.

It is our opinion that these Condensed Interim Consolidated Financial Statements present all the information
necessary to give a true and fair view of the Company's assets and liabilities, financial position at 31 March 2011
and operating performance of the period ended 31 March 2011.

The Board of Directors and the President and CEO of Ossur hf. have today discussed the Condensed Interim

Consolidated Financial Statements for the period from 1 January to 31 March 2011 and confirm them by means
of their signatures.

Reykjavik, 4 May 2011

Board of Directors

Niels Jacobsen
Chairman of the Board

Arne Boye Nielsen Kristjan T. Ragnarsson

bordur Magnisson Svafa Gronfeldt

President and CEO

Jon Sigurdsson



Financial Ratios

Consolidated statement

Income Statement
Net sales

Gross profit
Operating expenses *
Profit from operations
Net profit

EBITDA

Balance Sheet

Total assets

Equity

Net interest-bearing debt (NIBD)

Cash Flow

Cash generated by operations

Cash provided by operating activities
Cash flows from investing activities

Cash flows from financing activities
Free Cash flow

Key figures

Sales Growth USD

Operating margin

EBITDA margin

Equity ratio

Ratio of net debt to EBITDA '
Ratio of debt to EBITDA '
Current ratio

o1
Return on equity

Market

Market value of equity
Number of shares
Price/earnings ratio, (P/E)"
Diluted EPS '

Diluted Cash EPS '

Notes

1. Financial ratios for YTD 2011 and YTD 2010 are based on operations for the preceding 12 months.

2. Excluding other income.

USD '000
USD '000
USD '000
USD '000
USD '000
USD '000

USD '000
USD '000
USD '000

USD '000
USD '000
USD '000
USD '000
USD '000

%
%
%
%

%

USD '000
Millions

US Cent
US Cent

YTD 2011 YTD 2010 2010 2009 2008
96,995 86,468 358,538 330,580 346,835
61,437 54088 222622 201,815 214,203
46,335 41363 163,964 154071 167,678
15158 14,143 60,245 48240 55958

8,022 9,693 35362 22762 28488
18270 17,832 74358 66,988 79,440
504,014 606,432 607,078 628217 603,778
360,488 312,457 343,558 312223 249,648
138369 143,180 132,816 157,633 234,281
12483 11401 64331 85770 71,460
1,448 8276 39,995 69,155 52835
(3,370) (346)  (18987)  (16,423)  (6,648)
(32,251)  (14011)  (45,594)  (4,284)  (30,610)
(1,874) 7930 33389 60,238 46,040
12.2 12.0 8.5 (4.7) 45
15.6 16.4 16.8 14.6 16.0
18.8 20.6 207 203 22.9
60.7 51.5 56.6 49.7 413
1.8 2.0 1.8 2.4 2.9

2.1 3.0 2.5 35 3.3

2.0 2.6 1.9 2.3 1.1

9.8 8.0 10.2 8.1 11.0
726247 700,252 777,593 529,151 349,263
454 454 454 454 423
22.1 28.1 22.3 232 12.3
7.40 5.48 7.77 5.30 6.73
10.37 9.32 10.87 9.66 12.29



Consolidated Income Statements for the period
1.1-31.3.2011 and 1.1 - 31.3.2010

Notes 2011 2010

YTD YTD
NEL SALES vttt ettt ettt ettt et ete e et e ebeeteeteetsensensesreeteersensens 4 96,995 86,468
Cost 0f g00dS SOId .....cvumiiiiiiiiicc e (35,558) (32,380)
Gross profit 61,437 54,088
Ol INCOME vveviiiitiereeeeeteeteete ettt ete e e ere e e b esseeteeseesseasesesseeseersensesessesseas 6 56 1,418
Sales and marketing EXPEnSEs .......cceuieuriiieinicirinieirieiece e (27,409) (24,763)
Research and development eXpenses ... (4,621) (5,102)
General and administrative EXPEnSEes .......cvieuierriniueerierreneeenseeneeceenens (14,305) (11,498)
Profit from operations 15,158 14,143
Financial ICOME ... 36 31
Financial eXPEnses ..o s (3,467) (3,792)
Net exchange rate difference ... (862) 2,763
Net financial income / (expenses) 7 (4,293) (998)
Profit before tax 10,865 13,145
TRCOMIE TAX wviiieiiicc ettt enes 8 (2,843) (3,452)
Net profit 8,022 9,693

Attributable to:

Owners of the COMPANY ... 7,555 9,562
Non-controlling INTELESLS ......cccevrieemriiueirieeiriieiieiriieeersises e ssecaesseaes 467 131
8,022 9,693

Earnings per Share

Basic Earnings per Share ..., 1.77 2.14

Diluted Earnings per Share ..., 1.76 2.13

All amounts in thousands of USD



Consolidated Statements of Comprehensive Income
for the period 1.1 - 31.3.2011 and 1.1 - 31.3.2010

Net profit

Other comprehensive income

Gain / (loss) on hedge of a net investment in foreign operations.......coeveeveeeeecnnee
Change on cash flow hed@es ......ccoeeieiniciricinicceteeeeeee e
Transl. difference of shates in foreigh OPErations......c.cceveeeeeeurecrricrrierrerereererenneens

Income tax relating to components of other comprehensive income..........coovueeene

Other comprehensive income (et Of taX)....c.cvvueuviueiricirieiiieiriercreeeeeceeienaes

Total comprehensive income

Owners Of the COMPANY ...ccuviuerieeiieeiicireetreetsieteeere et seeaes

NON-CONIOIING INLELESTS wevvrvuvirrirrreerieeirieeieeeeseeseseeseieeseeeeseaeseaessesese e esssenssaenssaees

All amounts in thousands of USD

Notes

2011 2010

YTD YTD
8,022 9,693
(1,175) 3,182
874 1318
9,874 (13,218)
(721) (810)
8,852 (9,528)
16,874 165
16,407 34
467 131
16,874 165
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Consolidated Balance Sheets

Assets

Non-current assets

Property, plant and equipment ..........ccveevvecivencicenicinicnnennn.
GOOAWILL ...
Other Intangible aSSEts .......cccvueurinciriniiriniiririeiriereereereenenes
Other financial aSSEts .........cccvvirririnicirieiniciecreeeceeceenes

Deferred tax ASSEL vttt

Current assets

TNVENLOTIES wovvevirreeiereieiteerieeeteteestee et sa e s se e e s esesseneenas
Accounts 1eCEIVADIES ....cvvivviiiriireeiiereeiere e
OLhEr ASSELS wvoveviririereeirisieteeeieee ettt ss e tese s b essesereseanes
Assets classified as held for sale ......cocvvveecivineecnrinesceieeenns

Bank balances and cash ........ocooeviviivivivinicccecceee

Total assets

All amounts in thousands of USD

Notes 31.3.2011 31.12.2010
11 33,891 32,089
12 346,732 339,153
13 30,683 29,975
15 4303 4,160
26 36,294 36,171

451,903 441,548

17 49,085 46,261
18 58,320 52,322
19 11,925 11,349
16 1,199 1,199
21,582 54,399

142,111 165,530

594,014 607,078




31 March 2011 and 31 December 2010

Equity and liabilities

Notes
Equity
Issued apital ....ccoeeeuieciicicircic s 20
RESEIVES .o 21
Retained €arnings .....ccoeecurecureerreeieeeieneeneeneeessesessesesseeseesaeneaens 22
Equity attributable to owners of the Company
Non-controlling Interest i EQUILY ......ccoveurieuricuriemreemriieeniesieeeaens

Non-current liabilities

BOLTOWINGS .ot s 24
Deferred tax Habilities ....oovevivveeereieirieeeieieeceeesieee e 26
PLOVISIONS wviuvivieviieticieistcee ettt ettt et a et ss et seresbeseesens 27
Other financial Habilities .......ccevievevieiiveeirieesieeceseeseeeee e 25

Current liabilities

BOLTOWINGS ..o 24
ACCOUNES PAYADLE ...
TAXES PAYADIE ..o
PLOVISIONS .vuivviiiiiiiit e 27
Accrued salaries and related eXPenses .....coccveuveecreencieeneneeneeenneennes
Other Habilities ......cccvueurerieeerieeiieirieireeieeieeieeee e eeseseens 29

Total equity and liabilities

All amounts in thousands of USD

31.3.2011 31.12.2010
201,997 201,997
10,402 1,420
146,068 138,513
358,467 341,930
2,021 1,628
360,488 343,558
143,282 158,378
14,242 13,691
5,019 4,718

0 1,358
162,543 178,145
16,669 28,837
18,419 15,462
1,644 3,339
2,522 2,582
16,990 16,006
14,739 19,149
70,983 85,375
594,014 607,078




Consolidated Statements of Cash Flows

for the period 1.1 - 31.3.2011 and 1.1 - 31.3.2010

Notes

Cash flows from operating activities

Profit from OPerations ........eerciriciricirineiriceneiecesee s
Depreciation and amortiZation ... 11,13
(Gain) / loss 0n disSposal Of @SSELS ....c.ewueucucreerenrireeeeerereriseeseienans
Change in PrOVISIONS ......ccccuiecmieimriiieiieiieeieieenee e eesaeessans
Changes in operating assets and liabilities .........cccccvveuvicvicrnicrninnnn.

Cash generated by operations

Interest £eCEIVEd ..o
Interest Paid ... 10
TAXES PAL ..o

Net cash provided by operating activities

Cash flows from investing activities

Purchase Of fIXed ASSELS ..vevirivviieriieriererieteecreeeereeree et veneas 11,13
Proceeds from sale of fixed aSSELS ....cevivevivirieieeeececeeeee e

Changes in financial aSSets ...

Cash flows from financing activities

Proceeds from long-term borrowings .......cceviviiviiivinininienncnnn
Repayments of long-term borrowings ...,

Dividends from subsidiaries paid to non-controlling interests ........

Net change in cash ... e
Effects of foreign exchange rate adjustments ..................
Cash at beginning of period .......cc.ccoiiiiiiiiii i,

Cashatend of period ......ccoomiiiiiiiiii i

Additional information regarding cash flow ........ccccccccvicvicnicnann. 10

All amounts in thousands of USD

YTD 2011 YTD 2010
15,158 14,143
3,112 3,689
7 (1,246)

204 (554)
(5,998) (4,631)
12,483 11,401
206 29
(8,609) (2,294)
(2,632) (860)
1,448 8,276
(3,386) 2,512)
64 2,420

(48) (254)
(3,370) (346)
152,606 0
(184,782) (14,011)
(75) 0
(32,251) (14,011)
(34,173) (6,081)
1,356 (1,015)
54,399 79,831
21,582 72,735




Consolidated Statements of Changes in Equity for the period ended 31 March 2011

Balance at 1 January 2010.......c.coocoivicnininieinciccieines

INEt PIOFItoruiiiiiiiiiiriiiici s
Gain on hedge of a net investment in

foreign operations Net Of taX.. .o
Change in cash flow hedges net of taX......cccooevivivinininnns
Translation difference of shares in foreign operations......

Total comprehensive income for the petiod........ccccoeuuuncee
Stock option charge for the petiod.......cceuvicieivcinciniiniinianns

Balance at 31 March 2010....c.coeeeiiniiiririeeeeeereeeeieienen

Balance at 1 January 201 1.,

INEt PLOFIteruiiiiiiiiiiriiiiicie s
Loss on hedge of a net investment in
foreign operations Net Of taAX....ccvevenieenieieicienenns

Change in cash flow hedges net of taX......cccooevivirivininnns
Translation difference of shares in foreign operations......

Total comprehensive income for the petiod........cccocvuuecee

Payment of dividends.......ccccvcuvciviivininiciicincininininicieicinas

Stock option charge for the period

Balance at 31 March 201 1o

All amounts in thousands of USD

Attributable to Non-
Share Share Statutory  Stock option  Hedging Translation Accumulated  owners of controlling Total
capital premium reserve reserve reserve reserve profits the parent interests equity
5,068 196,929 1,267 1,415 (8,480) 11,380 103,647 311,226 997 312,223
9,562 9,562 131 9,693
2,609 2,609 2,609
1,081 1,081 1,081
(13,218) (13,218) (13,218)
0 0 0 0 1,081 (10,609) 9,562 34 131 165
69 69 69
5,068 196,929 1,267 1,484 (7,399) 771 113,209 311,329 1,128 312,457
5,068 196,929 1,267 1,944 (4,023) 2,232 138,513 341,930 1,628 343,558
7,555 7,555 467 8,022
(984) (984) (984)
(38) (38) (38)
9,874 9,874 9,874
0 0 0 0 (38) 8,890 7,555 16,407 467 16,874
0 (74) (74)
130 130 130
5,068 196,929 1,267 2,074 (4,061) 11,122 146,068 358,467 2,021 360,488




Notes to the Condensed Consolidated Financial Statements

1. General information

Ossur hf. (the Company) is a global orthopaedics company, specializing in the development, manufacturing and sales of
prosthetics, bracing and supports and compression therapy products. The principal market areas of the Company are Ameticas,
Europe, Middle East and Africa (EMEA) and Asia, which are served by subsidiaries in the United States, Canada, Sweden,
Norway, the Netherlands, UK, France, Australia, Spain, Swiss, S-Africa and China in addition to the Iceland-based parent
company.

The main production of the Company is conducted at Ossur hf. in Iceland, Gibaud Group (Ia Tour Finance) in St. Etienne,
Trevoux in France, Ossur Mexico in Tijuana Mexico and at Ossur Americas in California USA. Part of the production is
outsourced to Asia.

According to the Company’s organizational structute, the consolidation is divided into four main functions; Corporate Finance,
responsible for overall financial management; Manufacturing & Operations, responsible for quality control and all production,
inventory management and distribution; Research & Development, responsible for product development and product
management; Sales & Marketing responsible for sales and marketing through the subsidiaries.

2. Adoption of new and revised Standards

2.1 Statement of compliance

The Condensed Interim Consolidated Financial Statements have been prepared in accordance with IAS 34, Interim Financial
Reporting, as adopted by the EU. They do not include all of the information required for full annual Financial Statements, and
should be read in conjunction with the Company’s Annual Financial Statements for the period ended 31 December 2010.

2.2 Basis of preparation

The Condensed Interim Consolidated Financial Statements have been prepared under the historical cost basis except for the
revaluation of financial instruments. The accounting policies adopted are consistent with those followed in the preparation of
the Company's Annual Financial Statements for the period ended 31 December 2010.

3. Quarterly statements

Ql Q4 Q3 Q2 Ql

2011 2010 2010 2010 2010

INEt SALES ..o 96,995 94,612 87,437 90,021 86,468
Cost of goods sold ..., (35,558) (36,078) (32,991) (34,467) (32,380)
Gross Profit ....eeeeeeeeeiiineeeiciieeennieneinnnnnn. 61,437 58,534 54,446 55,554 54,088
Other INCOME ..o 56 (25) 130 64 1,418
Sales and marketing expenses ........cccccveuneeeee. (27,409) (25,844) (22,980) (23,645) (24,763)
Research and development expenses ............. (4,621) (5,148) (4,743) (4,738) (5,102)
General and administrative expenses ............. (14,305) (13,157) (11,122) (11,224) (11,498)
Profit from operations .......cccceevvuvereeeennn. 15,158 14,360 15,731 16,011 14,143
Net financial income /expenses ........coceeweeee. (3,431) (4,1806) (3,890) (3,802) (3,761)
Net exchange rate difference .......ccoovevviviinines (862) 1,155 (6,514) 5,692 2,763
Total financial income/ (expenses) .......ccoveune. (4,293) (3,031) (10,404) 1,890 (998)
Profit before tax .......ceeeeeeeeiiiiirniennennnnnnnns 10,865 11,329 5,327 17,901 13,145
TNCOME tAX oo (2,843) (3,268) (1,312) (4,308) (3,452)
Net Profit coueeevvueeiiiniiiinneeinnnieiiieeennnn. 8,022 8,001 4,015 13,593 9,693
EBITDA ..o 18,270 17,876 19,082 19,568 17,832

All amounts in thousands of USD 10



Notes to the Condensed Consolidated Financial Statements

4. Net sales

Specified according to geographical segments:

YTD 2011 YTD 2010

49,873 41,767
42,994 41,044
4,128 3,657
96,995 80,468
Specified according to product lines:
Bracing and SUPPOLLS......ciiiiiiii e 52,317 43,337
PrOSTIETICS  ctvevieiieteistetc ettt ettt et et et e s et et e s e b et e s et esas e b eser et et b e s e st ebese s e s enteseseeseseneetan 39,970 37,720
Compression Thetrapy (PhIEDOloy).......cccviuriuriirinieiieiieinieieieieiese e sesssenss 4,456 4,847
OLher PLOQUELS. ...ttt 252 564
96,995 86,468
Specified according to cutrency:
US Dollar, USD......iiiiiiiiiiiiiiii s s sss s ss s es 48,874 40,182
EUro, BEUR ...t s s s 30,639 31,440
British Pound, GBP.......c.ciiiicccice s sases 4,659 4,471
Canadian Dollar, CAD 4,311 3,810
Swedish IKKEoNa, SEIK ...ttt ss e s e se s et ss s ese s b esessesssesesssesessesensane 2,561 2,934
Norwegian Krona, NOK ... s sssssssssssssns 2,100 1,840
Australian Dollat, AUD ...ttt sse et ss bbb esssesesssssssesessesessssesens 1,102 916
Tcelandic KKrona, ISK . ..ottt ettt bbb s ses s s s s esebesesasasnas 250 358
OMRET iR 2,499 517
96,995 86,468

All amounts in thousands of USD 11



Notes to the Condensed Consolidated Financial Statements

5. Segment information

2011 Americas EMEA Asia Eliminations  Consolidated
YTD 2011 YTD 2011 YTD 2011 YTD 2011 YTD 2011

Sales

External sales......ccocovveveeevenvereicneereennns 49,873 42,994 4,128 0 96,995

Inter-segment sales 8,787 20,312 0 (29,099) 0

Total SaleS..ccvvnviriiiierereereriereeeee s 58,660 63,306 4,128 (29,099) 96,995

Result

Segment result.......cccicncrinciniciniennnee 10,227 3,522 1,409 0 15,158

Financial INCOME/ (EXPEISES)..uuuueurriimrerereirerieieritirerieisesssesesssesesssessesssssesssessesssssessssssessssmsessessesssessessessaes (4,293)

PrOfIt DEFOTE TAX . iuiieieieiiirieieiirieteicie ettt b et b et et e et ese s e et ebesessseseseseesesesensesesesanersesessnes 10,865

THICOMIE TAX . vtetiuiieteiiitete ettt ettt ettt et e st b ettt s et eses et esesesessesesesese et et et enesseseseseassesareesesesenssesesenersasesasensnne (2,843)

INEE PLOLIt. ittt bbb 8,022

Balance sheet 31.3.2011

Assets

Segment assets......ovvievirieeniniennieniiinnns 396,775 1,741,603 11,860 (1,556,224) 594,014

Liabilities

Segment liabilities........ccoueuriurincrricunnenn. 163,075 291,379 4,377 (225,305) 233,526

Other information

Capital additions.......ccevveveereereereerenieenns 1,421 1,907 58 0 3,386

Depreciation and amortization............. 948 2,093 71 0 3,112

Sales of approximately 5.2 million USD (YTD 2010: 5.3 million USD) arose from sales to the Company’s largest

customer.

All amounts in thousands of USD

12



Notes to the Condensed Consolidated Financial Statements

2010

Sales

External sales......oooivevveeveieiiceienenns
Inter-segment sales
Total sales......covvereevennnnen

Result

Segment result......oiiniiiiciiiin

FINancial INCOME/ (EXPEISES)..uruururriemrerieirerieiereseiesisesressstsesssessesssesesssesessstsesssesesssesesssesssesssessesssessessesnes

PrOfit DEFOTE tAK wiuiitiieticietictce ettt ettt ettt rets et et et et ete et ess et ensebe s ess st esetessensesensesssensetenserenserens

Income tax

Net profit

Balance sheet 31.12.2010

Assets
Segment assets.......oevieiinieniiciiiiinenn.

Liabilities
Segment liabilities.......cocuvevrivveriirieirincnnes

Other information

Capital additions.......cceevveveereereceeerenieenns

Americas EMEA Asia Eliminations  Consolidated
YTD 2010 YTD 2010 YTD 2010 YTD 2010 YTD 2010
41,767 41,044 3,657 0 86,468
5,216 17,716 0 (22,932) 0
46,983 58,760 3,657 (22,932) 86,468
7,379 5,527 1,237 0 14,143
998
13,145
........................................................................................................................................................... (3,452)
9,693
406,359 856,458 13,167 (668,900) 607,078
270,710 470,231 6,025 (483,440) 263,520
Ameticas EMEA Asia Eliminations  Consolidated
1,189 1,318 5 0 2,512
1,328 2,311 50 0 3,689

Depreciation and amortization.............

All amounts in thousands of USD

13



Notes to the Condensed Consolidated Financial Statements

6. Other income

Included in other income in YTD 2010 is a gain from sale of an office building in Alisio Viejo, California, amounting to 1.2
million.

7. Financial income / (expenses)

Financial income and (expenses) are specified as follows:

YTD 2011 YTD 2010

Financial income

Interests 0N BANK dEPOSIES.....ucuiuiuiuiiiieciciciciciiei et e 23 26
Other fINANCIAL HICOMIEC..cuvveiriiriieieiriretecietets ettt ettt sttt bbbkt bebetessnen 13 5
36 31

Finance expenses

TOLEIEST ON LOANS.c.eieiviiieiecictetriicictetrece ettt senenena (3,319) (3,697)
Other fINANCIAl EXPENSES.....iviviiiiiiiiiii s (148) (95)

(3,467) (3,792)
Net exchange 1ate differenCes.....cooiiiuiiiiiiiic et (862) 2,763
Net financial INCOME / (EXPEIISES)..vururrurermrerirerrerierirererserieaersesistisessessstisessessssssessessesssessessessmsessessessses (4,293) (998)

8. Income tax

Income tax is specified as follows:

YTD 2011 YTD 2010

CULTENE TAX EXPEIISES..vuvuiueriirtirtiist st sises s sesss s bbb bbb bbb bbb bbb s (3,094 (2,491)
Deferred tax EXPENSES. ... e 286 (1,091)
Deferred tax reclassified from equity tO IICOME........cuiuiecucuriiriinieieireieeeeeceeeisee e (35) 130
(2,843) (3,452)
YTD 2011 YTD 2010
Amount % Amount %

Profit BEfOre taXeS..iiviiiviriireeeieiieereerreeteeeere e resesens 10,865 13,145
Income tax calculated at 20% / 18%0 c.ucuuevevcererreeceeeeneirereniecerennenne (2,173) 20% (2,3606) 18%
Effect of different tax rates of other jurisdictions..........ccccecuuenee. (396) 4% (687) 5%
Effect of non-deductible expenses.........cvviiiiivicicinciicnnininnn. (157) 1% (260) 2%
Other changes........ccciniiricccrcc s (117) 1% (139) 1%
(2,843) 26% (3,452) 26%

All amounts in thousands of USD 14



Notes to the Condensed Consolidated Financial Statements

10.

Earnings per share

The calculation of Earnings per Share is based on the following data:

NEt PLOFI. ettt

Total weighted average number of ordinary shares (in thousands)
Total average number of shares including potential shares from options (in thousands)

Basic Earnings per Share (US cent)

Diluted Cash Earnings per Share

Additional information regarding cash flow

NEt PLOFIt oo
Items not affecting cash

Diluted Earnings per Share (US cent)
Cash Earnings per Share

Working capital provided by operating aCtivities .........coveeiiiiiininiiise s

(Increase) / decrease in inventories
(Inctrease) / dectease in receivables
Increase / (decrease) in payables

Net cash provided by operating activities

Interest paid:

YTD 2011 YTD 2010
8,022 9,693
453,732 453,714
455,107 454,133
1.77 2.14
1.76 2.13
2.45 2.95
245 2.95

YTD 2011 YTD 2010
8,022 9,693
795 (1,214)
8,817 8,479
(1,674) 1,348
(5,345) (4,681)
(350) 3,130
1,448 8,276

As part of the refinancing, Ossur closed its interest rate swap agreement and paid the outstanding fair value of USD 5.4 million.

The swap remains effective and the cost will be expensed in the next seven quarters thereafter.

All amounts in thousands of USD

15



Notes to the Condensed Consolidated Financial Statements

11. Property, plant and equipment

12.

Operating fixed assets are specified as follows:

Buildings Machinery Fixtures
2011 & sites & equipment & office equip. Total
Cost
At 1 January 201 1. 14,107 34,680 20,801 69,588
AdIIONS....cvviiiiiicicic s 91 755 2,367 3,213
Exchange rate differences.......cociiinncniinicis 887 706 414 2,007
Eliminated on disposal.........cccccininiiicicncniniecscnciseeceeeens 0 (184) 3 (187)
Fully depreciated assets 0 (646) (1,461) (2,107)
At 31 March 2011 15,085 35,311 22,118 72,514
Accumulated depreciation
At 1 January 201 ... 8,098 18,031 10,770 37,499
Charge for the petiod.......ccoviiiiiiiinis 100 1,003 891 1,994
Exchange rate differences......ooiiiinciiiincicicisicens 510 565 278 1,353
Eliminated on disposal........ccccviiiininiciiccinn, 0 (115) 1 (116)
Fully depreciated assets.........oocuiuririnciniinieseecicireisieeeceseaseeeeees 0 (646) (1,461) (2,107)
At 31 March 201 ., 8,708 19,437 10,478 38,623
Carrying Amount:
At 31 March 2011 6,377 15,874 11,640 33,891
At 31 December 2010 6,009 16,049 10,031 32,089
Depreciation classified by operational category, is shown in the following schedule:
YTD 2011 YTD 2010

Cost 0f 00AS SOIA ... s 1,031 1,008
Sales and MArketing EXPEMSES .....vuuuuiuiuiiieicieireieiee et 160 131
Research and development EXPEnSES. ..o 128 122
General and admiNiStrative EXPENSES ......vuuwueecucuiuriuieeiaeaeieesiasieesse e ssessesssssss e s s s sessessens 675 612

1,994 1,873
Goodwill

31.3.2011

Cost
At 1 JanUALY 20T0...ceieiiiiii R 334,844
Reclass due to Previous ACqUISIEIONS......cuiuiuivisiiciiiiiisis s ss bbb ss s s (1,905)
Arising on acquisition Of SUDSIAIALIES........ciiiuiiiiiii s 15,332
Exchange rate differenees. . s 9,118)
At 31 December 2010 ..ot 339,153
Exchange rate differences 7,579
At 31 March 2011 346,732
Carrying amount
At 31 March 20T TR 346,732
At 31 DECEMDBEL 20T 0....cuciiiieieieieieieieieieieietttstete st ese sttt s se et et s sssssesesesesesesasassssssessssesesesasesasassssssntnsnsnsaseseseseseseseseses 339,153

All amounts in thousands of USD
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13.

The carrying amount of goodwill was allocated to the following cash-generating units:

31.3.2011 31.12.2010
ADICIICAS oottt s e 215,843 215,309
EMEA i 127,746 120,726
ALt e 3,142 3,118
346,732 339,153
Other intangible assets
Cust./distrib. Software and
relationships Patents Trademarks other Total
Cost
At 1 January 2011 22,299 12,071 15,598 10,653 60,621
AddIHONS...oviiiic e 0 0 0 173 173
Fully depreciated assets..........ccocuiuricuncuncuricunnes 0 (1,400) 0 (54) (1,454)
Exchange rate differences.... 993 84 983 260 2,320
At 31 March 2011 23,292 10,755 16,581 11,032 61,660
Amortization
At 1 January 201 T 10,247 10,247 583 9,569 30,646
Charge for the period 577 343 0 198 1,118
Fully depreciated assets........cccucureurecuncuriurecunnes 0 (1,400) 0 (54) (1,454)
Exchange rate differences.......cccoeveuviviiiniiiinnnes 428 71 149 19 667
At 31 March 20T 1. 11,252 9,261 732 9,732 30,977
Carrying Amount:
At 31 Match 20T 1., 12,040 1,494 15,849 1,300 30,683
At 31 Decembert 2010......coicivciniinicicicinicinn. 12,052 1,824 15,015 1,084 29,975
Amortization classified by operational category, is shown in the following schedule:
YTD 2011 YTD 2010
COSt Of ZOOAS SOI.....ueeieiiiiiiic e 5 0
Sales and MAarketing EXPENSES. .....vuiiiiiiiiiiiii s 629 794
Research and development expenses.... 347 792
General and adminiStrative EXPENSES.. ... saes 137 230
1,118 1,816
All amounts in thousands of USD 17
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14.

15.

16.

The Consolidation

The Consolidation is split into three geographical segments, Americas, EMEA and ASIA. The main operation is carried out in

the following companies:

Place of

registration
Name of subsidiary and operation ~ Ownership % Principal activity
Americas
Ossur Americas, Inc USA 100% Manufacturert, sales, distribution and services
Ossur Canada, INCeueueeeeeeeeeeeeeeeeeeee e Canada 100% Manufacturer, sales, distribution and services
EMEA
OsSUL FLance SAS.... e eeeeeeeeeeeeeseeseesseesssssenns France 100% Manufacturer, sales, distribution and services
Ossur Burope, BV.......oovinrreennnreeesseneees. Nethetlands 100% Sales, distribution and services
Ossur Nordic, AB Sweden 100% Sales, distribution and services
Ossur UK Lt eeesesesssesnnens UK 100% Sales, distribution and services
OsSUt TDeria SA . vveemrreeeereeesereeeseeeessseseseses Spain 100% Sales, distribution and services
Orthopaedic partner Africa (Pty) Ltd... South Africa 100% Sales, distribution and services
Asia
Ossur Asia Pacific PTY, Ltd....o.oovverrrerrrenris Australia 100% Sales, distribution and services
Ossur Prosth. & Rehabilit. Co, Ltd.................... China 100% Sales, distribution and services

Ossur hf. operates a finance branch in Switzerland to govern certain intercompany long-term liabilities.

Ossur hf established Ossur Americas LP and Ossur Finance AG during the period. The Company is financed through these two

companies.

Other financial assets

31.3.2011 31.12.2010
TNVESTMENT Il ASSOCIALES. ...eutueuiierirtrteteteteteieieiee ettt ettt e be ettt se bbbt bbb ae sttt an st e s et et ebebebebenes 21 20
RESHICEEA CASNL vttt ettt ettt bbb et e ss b bas s esessebesessesenessereneane 1,259 1,156
1.0aNS ANA TECEIVADIES.......cveveveveictetctctcicct ettt b bbbttt s st enssasssasasasannesesenes 3,023 2,984
4,303 4,160

Assets classified as held for sale

At end of 2010 the Company classified its office facilities in Aliso Viejo, California as held for sale. The book value is USD 1.2
million at balance sheet date. Due to uncertainty of timing of the sale the facility has been rented out with a two year lease

contract that is transferrable.

All amounts in thousands of USD
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17.

18.

19.

20.

Inventories
31.3.2011 31.12.2010
RAW MIALETIAL ..vurervierieiesieisieieetsie ettt sse e ssss e sttt s st st s st s st e s st et sss et essssesnsesensnsensnsesans 11,606 12,984
WOLK I PIOGIESS...cvuiuiiuiiiiiiiiiiiiiiiii bbb bbbt bbb 3,586 3,568
Finished goods 33,893 29,709
49,085 46,261

In the preparation of the Consolidated Financial Statements, accumulated gains in inventories from intercompany transactions
amounting to 9.8 million (YITD 2010: 8.7 million) were eliminated. This has an effect on the income tax expense of the
consolidated companies, and an adjustment of 2.7 million (YID 2010: 2.1 million) is made in the Consolidated Financial
Statements to reduce income tax expense to account for this.

Accounts receivables

31.3.2011 31.12.2010
NOMUNAL VAIUE....cvvevevirereteietieeteteset ettt et s et sesasesessesesessesesessesessesesesssseseasesesssesensesessasesessesesesesens 60,838 54,790
Allowances for dOUDTIUL ACCOUNTS.....ovivviveiiieiieeireecireeireecireeiseeietesesese e tsese et b s snesese s ssencs (1,669) (1,619)
AllOWaNCes fOI SAlES TELUIM ...ovuiuimiieiiieiiieiieiteeeie ettt nsaenen (849) (849)
58,320 52,322
Other assets
31.3.2011 31.12.2010
VAT £EUNAADIE.....vivieeretiietetiteteeeeete ettt ettt et a bbb et bebese b ebesaebebess st ensssesessesessesesensesanens 2,749 2,160
Prepaid EXPEMSES.....cuuieeieceiecicicict et 5,753 5,704
OMRET iR 3,423 3,485
11,925 11,349
Issued capital
Common stock is as follows in millions of shares and USD thousands:
Shares Nominal value
Total share capital at 31 March 20T T.....ccooiiiiiiiiiiiii s 454 5,068

Total shates issued and outstanding at balance sheet date is 453,732,008, unchanged from last year. The nominal value of each
share is one Icelandic krona.

The share capital has remained unchanged over the period: Share Share Issued
capital premium capital
Balance at 1 January 2010 until 31 March 201 1. 5,068 196,929 201,997

All amounts in thousands of USD 19
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21. Reserves

Statutory Stock option Hedging Translation Total
reserve reserve reserve reserve resetves
Balance at 1 January 2010.......ccocvcivivinininnn. 1,267 1,415 (8,480) 11,380 5,582
Change on cash flow hedges........ccccccoveuricuncnnes 4,457 4,457
Share option charge for the period.................. 529 529
Change in hedge of a net investment.............. 2,879 2,879
Transl. diff. of foreign operations..........c........ (12,027) (12,027)
Balance at 1 January 201 1. 1,267 1,944 (4,023) 2,232 1,420
Change on cash flow hedges........ccccocovuuninininns (38) (38)
Share option charge for the period.................. 130 130
Change in hedge of a net investment.............. (984) (984)
Transl. diff. of foreign operations.................... 9,874 9,874
Balance at 31 March 201 1.....cccoviviiniivinincnnes 1,267 2,074 (4,061) 11,122 10,402
22. Retained earnings
Retained

—carmnings
AL T JANUALY 20T 0o 103,647
Net profit.............. 34,866
At 1 January 2011 138,513
INCE PLOFIEu vttt bbb bbb 7,555
Balance at 31 IMArCh 20T L.ttt et e b et ettt s s st s b e b e b et et et e sessssasasasas st st esetebeaenas 146,068

23. Stock option contracts and obligations to increase share capital

The following share-based payment arrangements were in existence at balance sheet date:

Fair value at

Grant/Issue Exercise grant date
Number date Exercise date  price DKK DKK
Issued to President and CEO ......cooveueceee 1,250,000 5.2.2007 1.12.2011 7.8 55
Issued to Executive Management 1,540,000 5.2.2007 1.12.2011 7.8 5.5
Issued to Management team .................. 1,750,000 23.2.2008 23.2.2012 6.9 5.5
Issued to Executive Management 500,000 15.7.2008 15.7.2012 5.4 5.5
Issued to Management team 200,000 2.3.2009 2.3.2013 4.4 52
Issued to Management team 300,000 15.12.2009 15.12.2013 52 52
Issued to Management team 300,000 2.1.2010 2.1.2014 5.3 5.8
Issued to Management team 50,000 26.5.2010 26.5.2014 8.5 8.5
Issued to Management team 100,000 29.7.2010 29.7.2014 8.7 8.7
Issued to Management team 200,000 22.10.2010 22.10.2014 10.7 10.7
Issued to Management team .......ccoeuvevviuennnnn. 100,000 21.2.2011 21.2.2014 9.5 9.0
Issued to Management team .........cccccecuveueuneen. 100,000 22.3.2011 22.3.2014 8.7 8.6

Total issued option CONLIACES.....cvrvrvivrincinnnns 6,390,000

Estimated remaining cost due to the stock option contracts are 0.8 million which will be expensed over the next four years, there
of 0.6 million in 2011. An expense of 0.1 million is recognised in the Income Statement for the period.

All amounts in thousands of USD 20
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24.

25.

26.

Borrowings
31.3.2011 31.12.2010

Current Non-current Current Non-current
Loans in USD......ciicieieiccte s 11,422 83,251 13,797 83,085
Loans in EUR......oiiiccccs s 3,429 55,957 13,218 71,219
Other borrowings 1,818 4,074 1,822 4,074
16,669 143,282 28,837 158,378

Aggregated maturities of borrowings ate as follows:

31.3.2011 31.12.2010

In 1.4.2011 - 31.3.2012 / 2011 16,669 28,837
In 1.4.2012 - 31.3.2013 / 2012 15,699 28,656
In 1.4.2013 - 31.3.2014 / 2013 20,287 27,835
In 1.4.2014 - 31.3.2015 / 2014 20,437 20,545
In 1.4.2015 - 31.3.2016 / 2015 86,859 81,342
159,951 187,215

In March Ossur signed an agreement with three international banks, ING Bank, Nordea and SEB on long-term financing in the
amount of USD 231 million, thereof USD 111 million revolving credit facility. The financing is for five years, maturing in 2016.
Interest terms are subject to a margin grid, changing in line with financial leverage. The initial average interest terms are 145 bps
+ LIBOR/EURIBOR. Shares in Ossur hf. and major subsidiaries are pledged against these loans.

Other financial liabilities

As part of the refinancing, Ossur closed its interest rate swap agreement, which had a negative value of USD 5.4 million (2010:
4.6 million). The swap remains effective and the cost will be expensed during the next seven quarters. A new interest rate swap
agreement was signed in April, which results in appr. 50% of the interest payments on new term loan is bearing fixed interest.

Deferred tax asset / (liability)
31.3.2011 31.12.2010

At beginning Of PEriod.. ..o s 22,480 31,343
Income tax payable fOr the Period........coiiiiciiiiiic s 3,094 6,826
Calculated tax for the Period. ... (2,843) (12,340)
Arising on acquisition Of @ SUDSIAIATY.........cccuiiiiiiiiiiccccc s 0 (1,690)
Recognised directly through equity......cccciiiiiiiiicii s (756) (1,380)
Deferred tax recycled from equity tO INCOME....c.oiuiuiuiecicicirciiieieie et saes 35 1)
Exchange rate differences. .. 42 (188)

22,052 22,480

All amounts in thousands of USD 21
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27. Provisions

28.

29.

30.

31.3.2011 31.12.2010
Current Non-current Current Non-current
WALLANLY (1).rrvnrvrircreiiecie s sssenes 1,003 4,964 1,110 4,653
Other o 1,519 55 1,472 65
2,522 5,019 2,582 4,718
(i) The warranty provision represents management's best estimate of the Company's liability under warranties granted on
prosthetics products, based on past experience.
Warranty Other
provisions provisions Total
At 1 January 2010 ..o 4,986 3,444 8,430
Additional provision reCoOgNISEd........oiuiiiiniiniiiir s 4,473 464 4,937
Utilization Of PrOVISION. ..ottt seeeaees (3,696) (2,210) (5,906)
Exchange differences......iiii s 0 (161) (161)
At 31 December 2010 5,763 1,537 7,300
Additional provision reCoOgNISEd.......ccvvuiuimimniniiiiiiii e 988 4 992
Utilization Of PrOVISION....c.cc.iuiuieieciciciiieeeeicie i seesaees (784) 3 (787)
Exchange differences......iiiiii s 0 36 36
At 31 March 20T 1. 5,967 1,574 7,541
Non-current 4,964 55 5,019
CULTEIE 1ttt 1,003 1,519 2,522
At 31 March 20T s 5,967 1,574 7,541
Related party transactions
The Company had no material transactions with related parties during the period.
Other liabilities
31.3.2011 31.12.2010
Accrued expenses....... 7,876 8,004
ACCIUEA ROYAIES. ..ottt 502 1,400
SALES TAX ANA VAT ..vieieteteieteeeeeereet ettt ettt ettt b bbb ss b be s ebese s eseseesesessebesssesesessesesesesenssesens 1,270 960
2,324 2,324
0 3,200
2,767 3,261
14,739 19,149

Approval of the Consolidated Financial Statements

The Condensed Interim Consolidated Financial Statements wete approved by the board of directors and authorised for issue on

4 May 2011.

All amounts in thousands of USD
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