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Statement by the Board of Directors and President and CEO

It is the opinion of the Board of Directors and the President and CEO of Ossur hf., that these Consolidated Financial
Statements present the necessary information to evaluate the financial position of the Company at 31 March 2007, the
operating results for the period 1 January to 31 March 2007, and financial developments during that period. Ossur
Interim Financial Statements are prepared in accordance with IFRS.

The Board of Directors and President and CEO of Ossur hf. hereby confirm the Consolidated Financial Statements
of Ossur hf. for the period from 1 January to 31 March 2007 with their signatures.

Reykjavik, 30 April 2007

Board of Directors

Niels Jacobsen
Chairman of the Board

Ossur Kristinsson Kristjan T. Ragnarsson

Thordur Magnusson Sigurbjorn Thorkelsson

President and CEO

Jon Sigurdsson



Financial Ratios

Consolidated statement

Growth

Net sales

EBITDA

Profit from operations
Net income / (loss)

Total assets

Operational performance
Cash provided by operating activities
- as ratio to total debt"”

- as ratio to net result

Working capital from operating activities

- as ratio to long-term debt and stockh. equity"”

Liquidity and solvency
Quick ratio
Current ratio

Equity ratio

Asset utilization and efficiency
Total asset turnover

Grace period granted @

Profitability

Return on capital @

Return on common equity M

Operating profit as ratio to net sales

Net income before taxes as ratio to net sales

Net income for the period as ratio to net sales

Market

Value of stock
Price/carnings ratio (P/E)"
Price/book ratio
Number of shares
Earnings per Share (EPS) @

Diluted Earnings per Share, (Diluted EPS) @
Cash EPS"

Diluted Cash EPS®

Notes

YTD 2007 YTD 2006 2006 2005 2004 2003

USD '000 80,380 60,034 252,133 160,729 124,399 94,467

USD '000 10,240 8,504 39493 25832 25045 9,428

USD '000 4,058 3760 19,743 16,525 20374 6,112

USD '000 (2,706) 571 4360 11,688 15227 4,661

USD'000 630,091 435227 612,752 407,986 108,915 102,126

USD '000 2,111 1,197 15988 15481 16,600 10,383

% 4 9 5 10 30 23

0.8) 2.1 37 1.3 1.1 22

USD '000 5,504 5026 24663 18954 23,095 8,774

% 8 8 6 8 27 13

0.4 0.9 0.4 1.4 1.4 12

0.6 1.5 0.6 2.1 2.2 1.8

% 25 35 26 37 50 43

0.5 0.7 0.5 0.6 12 1.1

Days 46 42 46 44 44 47

% 4 7 5 10 20 9

% 1 9 3 15 31 11
% 5 8 10 16
% ) @) 0 15
% 3) 1 2 12

USD'000 730,715 627,355 605572 695125 395514 201,237

675.3 69.0 138.9 59.5 26.0 432

4.6 4.1 3.7 45 7.2 4.6

Millions 385 385 385 385 318 328

US Cent 0.28 2.61 1.13 3.53 4.80 1.45

US Cent 0.28 2.60 1.13 3.52 4.80 1.44

US Cent 5.78 6.34 6.27 6.34 6.28 2.48

US Cent 5.78 6.33 6.27 633 6.27 2.47

! Financial ratios for YTD 2007 and YTD 2006 are based on operations for the preceding 12 months.



Report on Review of Financial Information

To the Board of Directors and shareholders of Ossur hf.

Introduction

We have reviewed the accompanying consolidated balance sheet of Ossur hf. as of 31 March 2007 and the related
statements of income, changes in equity and cash flows for the three-month period then ended, and a summary of
significant accounting policies and other explanatory notes. Management is responsible for the preparation and fair
presentation of this financial information in accordance with International Financial Reporting Standards as adopted
by the EU. Our responsibility is to express a conclusion on this consolidated financial information based on out
review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, Review of
Financial Information Performed by the Independent Auditor of the Entity. A review of financial information
consists of making inquiries, primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope than an audit conducted in accordance
with International Standards on Auditing and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying financial
information does not give a true and fair view of the financial position of the entity as at March 31, 2007, and of its
financial performance and its cash flows for the three-month period then ended in accordance with International
Financial Reporting Standards as adopted by the EU.

Reykjavik, 30 April 2007

Deloitte hf.

Sigurdur Pall Hauksson

State authorized public accountant

Thotrvardur Gunnarsson

State authorized public accountant



Consolidated

Income Statements

for the periods 1.1. - 31.3.2007 and 1.1. - 31.3.2006

Net sales

Cost of goods sold .......

Gross profit

Other income ................

Sales and marketing EXPenses ...

Research and development EXPEnSES ....cveereeieeerierrierreerseesseereeeseeesenens

General and adminiStrative EXPEIISES .....vucueuereecmreeemreecuresereeseremseseaesensesensesennes

Restructuring expenses

Profit from operations

Financial inComMe /(EXPENSES) ...ouvuiuuivrimiiciiiiiicieienieiiessseisessessssessssesesaeseenanns

Loss before tax

Income tax ....cccoevvenene

Net (Loss) / Profit

Earnings per Share

Basic Earnings per Share ...

Diluted Earnings per Share

All amounts in thousands of USD

Notes YTD 2007 YTD 2006
4 80,380 60,034
(34,393) (24,078)

45,987 35,956

320 54

(21,978) (16,009)

(4,994) (4,699)

(15,277) (8,542)

0 (3,000)

4,058 3,760

7 (7,852) (4,921)
(3,794) (1,161)

8 1,088 1,732
(2,706) 571

(0.70) 0.15

(0.70) 0.15




Consolidated Balance Sheets

Assets

Non-current assets

Property, plant and eqUIPMENt ....c.cccuveueeceriecerieirerrierreeeneees
GOOAWIIL ..ttt
Othert Intangible aSSELS ....c.oucuriueeirrecrriierreirierieeie e
Loans and receivables .....couverieviirieeererieeee e
Trade and other 1eCeivables .......ooiieeverierereieeeeeeeeeevne,

Deferred taX ASSEL ottt

Current assets

TNVENTOTIES cuviivviiicereitectectecrece ettt et esre et eere s ereennens
AcCcoUunts rECEIVADIES ......oovivviveieieieeeeeceeeeeeeceee e saenns
Other tECEIVADIES ...ooveivieeiceiceieieeeeeeeeeeee et eeneens

Bank balances and cash ......coooovvvivivevieeeeeee e

Total assets

All amounts in thousands of USD

Notes

10
11
13
14
24

15
16
16
16

31.3.2007 31.12.2006
36,546 37,074
328,018 316,593
66,600 69,959
1,219 1,526
650 682
62,840 63,485
495 873 489,319
50,603 47,376
55,772 49,147
13,953 14,732
13,890 12,178
134218 123,433
630,091 612,752




31 March 2007 and 31 December 2006

Equity and liabilities

Notes 31.3.2007 31.12.2006

Stockholders' equity
Share Capital .....cccviiiieiiiiciiicec e 17 4170 4,170
Capital TESEIVES ..ot as 18 104,426 104,426
THANSIATION TESEIVES weuvevirieriiereriererietiieteiesessesesseseseeseseesesseseseseseesesesasesans 19 9,162 7,947
Accumulated Profits ..o nene 20 42,390 45,096

160,148 161,639
Long-term liabilities
Loans from credit iINSHEUtIONS ...cecveveeereiereiiieeiereeeteeereeeeee s snevenne 22 206,043 198,615
Other long-term Habilities ..o 23 2,466 2,719
Deferred tax Habilities ....ccevieeviereeiieieieieieeeeesreeeeteeeree et esesesesnenes 24 30,960 33,204

239,469 234,538
Current liabilities
Long-term liabilities - due within 0NE YEAr ..o 25 15,425 15,331
Accounts payable ... 20,047 22,132
Bank LOANS vveviiieieieiiiieieieceeste et 26 162,504 148,484
TaX HADIIEIES 1.vevevieiieieretieiiierete ettt b bbb eneas 2,563 2,301
Other cutrent Habilities .....ooveveviereviirerieieieeeeeeeeeeeteceeeeeeee ettt 20,083 17,375
PLOVISIONS 1uvevivieiirieretcieiise ettt sa st sse bbb se s s s sesssnnnanes 27 9,852 10,952

230,474 216,575
Total equity and liabilities 630,091 612,752

All amounts in thousands of USD



Consolidated Statements of Cash Flows

for the periods 1.1. - 31.3.2007 and 1.1. - 31.3.2006

Notes

Cash flows from operating activities

Profit frOm OPELatiOns .......coceveereeeuemrireeerreriereereeenseeereesee e enseseaenenne
Depreciation and amortiZation ..........ceeereeeeureneeceerserersereeesensesserseseecsens 9,11
Gain on diSPOSal Of ASSELS ...vevreereerieierreeereeeeier e

Other calculated IEEMS ...ccvvveeereriieerricieerrierreecereeens e eeeees
Changes in operating assets and liabilities .........ccccoevvivviviiiniciiiininnn.

Cash generated by operations

INterest FECEIVEA .ouovmieiieriieerriecierrcee e
INterest PAId .veeeveeeiecircce e

TAXES PA cevvvrerrieeeieerieietr et

Net cash provided by operating activities

Cash flows from investing activities

Purchase of fiXed ASSELS .iuiivirevieeriieiireieeesee e 9, 11
Proceeds from sale of fixed aSSELS ..cvvrvrvereeeireririeieeinireeeeesereeeeeeseens
Acquisition Of SUDSIAIALIES .....vevuereeieerriicierriiceeee e 28
Additions in loans and teceivables .......cocoveeveriririeeeninreeeeee e
Installments of loans and receivables ......c.cocoveervveeirininreeeeeene 13

Proceeds from sale of available for sale investments ..........cceeveveevennes 14

Cash flows from financing activities

Shoft-term loans ...
Borrowing of long-term Habilities ........cccocveiiiviiiiiiiniiiciicen,
Repayments of long-term Habilities .........cccovuvivivicininnicinine,
Exercised share OPtioNS .......ccveeererreeieerrenicienirienseeesenseeseesseseeeseneseeens 17,18

Net change in cash and cash equivalents
Effects of foreign exchange adjustments
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of period
Other information:

Net cash provided by operating activities:
Net (Loss)/Profit for the petiod ...,
Items not affecting cash ...

Working capital provided by operating activities
Changes in current assets and Habilities ...
Net cash provided by operating activities

All amounts in thousands of USD

YTD 2007 YTD 2006
4,058 3,760
6,182 4,834

) 5)
299 0
(4,110) (2,513)
6,424 6,076
74 32
(4,809) (3,386)
422 (1,525)
2,111 1,197
(1,916) (2,382)
149 140
(10,763) (39,474)
0 ©)

7 7

0 3
(12,523) (41,711)
5,850 4,623
10,401 19,336
(4,208) (474)
0 218
12,043 23,703
1,631 (16,811)
89 28
12,170 20,914
13,890 4,131
(2,706) 571
8,210 4,455
5,504 5,026
(3,393) (3,830)
2,111 1,197




Consolidated Statement of changes in Equity
for the period ended 31 March 2007

Share Capital Translation  Accumulated
capital reserves reserves profits Total
Balance at 1 January 2006................... 4,160 104,162 3,771 40,736 152,829
Translation difference of
shares in foreign companies.............. 4,176 4,176
Net gains / losses not recognised
in the income statement..................... 0 0 4,176 0 4,176
Purchases of treasury stock................ ") (707) (712)
Exercised share options...........cecuueee. 15 971 986
Net profit for the year........cocoovrvunnens 4,360 4,360
Balance at 31 December 20006............ 4,170 104,426 7,947 45,096 161,639
Translation difference of
shares in foreign companies.............. 1,215 1,215
Net gains / losses not recognised
in the income statement..................... 0 0 1,215 0 1,215
Net loss for the period..........cccueuueeee. (2,706) (2,706)
Balance at 31 March 2007................... 4,170 104,426 9,162 42,390 160,148

All amounts in thousands of USD 9



Notes to the Financial Statements

1. Operations

Ossur hf. is a global orthopaedics company, specializing in the development, manufacture and sales of prosthetics, braces
and supports and compression therapy products (Phlebology). The principal market areas of the Company are North
America, Europe and Asia, which are served by companies in the United States, Canada, Sweden, the Netherlands, UK,
France, Australia and China in addition to the Iceland-based parent company.

The production and assembly of the Company’s products was conducted in eleven places during the period: at Ossur North
America, Inc., in Aliso Viejo, Foothill Ranch and Camarillo in California, Thorofare and Moorestown in New Jersey, and in
Albion, Michigan, at Ossur Canada, in Canada, Ossur UK in Manchester, Gibaud Group (L.a Tour Finance) in St. Etienne
and Trevoux in France and at Ossur hf. in Iceland. Part of the production is outsourced to China, Thailand and Taiwan.

According to the Company’s organizational structure, the consolidation is divided into six divisions, i.e. Corporate Finance,
responsible for overall financial management and global marketing; Manufacturing & Operations, responsible for all
production and inventory management; R&D, responsible for product development, product management and quality
control; Ossur Americas, responsible for sales, marketing and distribution in the USA, Canada and Latin America; Ossur
Europe, responsible for sales, marketing and distribution in Europe, Middle East and Africa and Ossur Asia responsible for
sales and marketing in Australia, Japan, China and other Asian countries.

2. Significant accounting policies

The condensed Consolidated Financial Statements have been prepared in accordance with International Financial Reporting
Standard (IFRS) 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 Consolidated Financial Statements
of the Company for the year ended 31 December 2006. The condensed Consolidated Financial Statements have been
prepared under the historical cost basis.

The accounting policies adopted are consistent with those followed in the preparation of the Company's Annual Financial
Statements for the year ended 31 December 2006.

3. Quarterly statements

Q1 Q4 Q3 Q2 Q1
2007 2006 2006 2006 2006
Net $ales v, 80,380 63,844 62,755 65,500 60,034
Cost of goods sold ......cceweveerunneee (34,393) (26,945) (24,946) (26,787) (24,078)
G10SS Profit c.cceeevvueevecssncninecnes 45,987 36,899 37,809 38,713 35,956
Other INCOME ...ovveecrerriicreercncnnens 320 286 121 69 54
Sales and marketing exp. .....cc........ (21,978) (16,758) (17,530) (17,323) (16,009)
Research and develop. exp. ........... (4,994) (4,744) (4,254) (4,228) (4,699)
General and admin. exp. ....cccceewuee. (15,277) (9,785) (9,085) (8,753) (8,542)
Restructuring expenses ..., 0 (5,453) 0 0 (3,000)
Profit from operations .............. 4,058 444 7,061 8,478 3,760
Financial income/ (expenses) ........ (7,852) (5,807) (3,887) (5,987) (4,921)
Profit (loss) before tax .............. (3,794) (5,363) 3,174 2,491 (1,161)
INCOME taAX wovverererereereeerereeeenne 1,088 1,656 2,203 (372) 1,732
Net profit (10SS) .ccceevveerurirneennen (2,706) (3,707) 5,377 2,119 571

All amounts in thousands of USD 10



Notes to the Financial Statements

4. Net sales
Net sales are specified as follows according to markets:

YTD 2007 YTD 2006

AANIETICAS o vvevivieievereteteetet ettt ettt et s bbb as et e s et ese b e s e b et eas et et et essesesesessasasesetens st et esssesesensasereternanen 38,587 36,887
BULOPC. ittt 39,675 21,308
AASHLnrorseesseess s eese s s s s sttt s s s s 2,118 1,839

80,380 60,034

5. Geographical segments

The Company uses geographical markets as its primary segments. Segment information is presented below, according to
location of customers:

2007 Americas Europe Asia Eliminations Consolidated
Y'TD 2007 Y'TD 2007 YTD 2007 YTD 2007 YTD 2007

Revenue

External sales......ocoeeiveveererereeeeieiereenns 38,587 39,675 2,118 0 80,380

Inter-segment sales......ccocviviviiiciniininiciieienn. 3,400 13,967 1 (17,368) 0

Total fEVeNUE....cecvieccrcercrceceece s 41,987 53,642 2,119 (17,368) 80,380

Inter-segment sales are calculated from external sales prices.

Result

Segment result. e 1,159 1,281 46 1,572 4,058
FINancial INCOME/ (EXPEIISES)...u.cuuuruuuirmeiimeiimeiamsceseisresease e ssesssees s sesesessssss s s es st soss e seseesenes (7,852)
PrOfit (I0SS) DELOTE LK. vuvuuieirurmiiiiiriieieieiei ettt seseeee et ses e sse st b sttt bbbt sse st besiesscnne (3,794)
TICOIME TAX . tttuiteteiiiiirietet ettt ettt ettt te st s s et e se s e st sebe s e s e st et e s et asen et seseaeaeesesesesea et e bebeser et es e s e s e At e s ebebenen et et et enene e nsenene 1,088
INEE LOSS.vuviiuieiiiiitiet ettt st (2,7006)

Other information

Capital additions.......c.ccucuviureieiriineicineircisinines 944 953 19 0 1,916
Depreciation and amortization...........ccccceeeeee. 4,100 2,077 5 0 6,182

Balance sheet

31.3.2007 31.3.2007 31.3.2007 31.3.2007 31.3.2007
Assets
SEZMENT ASSELS...ouvvuieiiiiririncieiiei e 387,900 776,773 3,328 (537,909) 630,091
Liabilities
Segment liabilities..........cccoeuvcvviricnnee . 309,684 574,245 3,215 (417,201) 469,943

All amounts in thousands of USD 11



Notes to the Financial Statements

2006 Americas Europe Asia Eliminations Consolidated
YTD 2006 Y'TD 2006 YTD 2006 YTD 2006 YTD 2006
Revenue
External sales......oooeiciiciniciniccicciniciine 36,887 21,308 1,839 0 60,034
Inter-segment sales.......ccorueieiiieieiiciinieiiienns 4,104 20,052 0 (24,156) 0
Total feVenUE.....vvvurierrrisrrisrieserinnne 40,991 41,360 1,839 (24,150) 60,034
Result
Segment 1esult......cucecinicciieieinicieinn. (2,380) 9,949 212 (4,021) 3,760
FINANCIAl INCOME/ (EXPEIISES).vuvvurererirrrerureeiareseceseemseise s essesse e s sssesssesesessse s sse s ss s sss s st sisesesesesessaes (4,921)
TLOSS DEEOTE TAX...u.ciuiiiiiiiiii R (1,161)
TICOIME TAX . 1utuitetetetiisiete ettt ettt et et ettt et et e st a et ese s e st e et esesasea e s s et et ase st et esesas e s et eesaneaseseseses e s st ebeseser et es et esane s esebeseseaesesesesane s esesena 1,732
INEE PLOIL. ettt bbb bbb 571
Other information
Capital additions.........vveievvrcinieeciinieieieiieeniens 945 952 19 0 1,916
Depreciation and amortization............c.c.ceeweee. 3,903 931 0 0 4,834
Balance sheet
31.12.2006 31.12.2006 31.12.2006 31.12.2006 31.12.2006
Assets
SEZMENT ASSELS..ovuvvrrericririreireretssiressesessaseesans 386,960 740,722 3,924 (518,854) 612,752
Liabilities
Segment liabilities........coveieriicinininiiiniicieis 308,242 546,089 3,197 (4006,415) 451,113

6. Business segments

Current business segments for the Company are Prosthetics, Bracing and Support, Compression Therapy (Phlebology)

and other products. It is not possible to disclose assets according to business segments due to shared usage of assets.

Net sales are specified as follows according to product lines:

PLOSTRELICS ouvveveteeiteretcetet ettt ettt ettt b et bbb s st et essse s esebeasasesebesessasesesessesesesaseseneteasaneserens

Bracing and suppoft.........ccvveuncnnes
Compression Therapy (Phlebology)...
Other products.........cccovecuvcuvicuniunnnnen.

All amounts in thousands of USD

Y'TD 2007 Y'TD 2006
30,166 26,892
43,777 32,692

5,833 0
604 450
80,380 60,034
12



Notes to the Financial Statements

7.

Financial income / (expenses)

Interest income and (expenses) are specified as follows:

YTD 2007 YTD 2006
Income from investments:
Bank depositu....ciiii s 63 20
Dividends from trading iVEStMENTS.......cuuvieimierieeieiiiieiseiseiseise s ssesse s ssessessessenes 305 0
Other loans and receivables 0 (28)
Other interest income 3 12
371 4
Finance costs:
Interest 0N bank I0AMS. ..o eaes (5,957) (3,511)
Other INEEIESt EXPEMSES....uruuuuiuiuciieiiieieieiie et (52) (88)
(6,009) (3,599)
Exchange rate differences... ..o (2,214) (1,326)
(7,852) (4,921)
Income tax
Income tax are specified as follows:
Y'TD 2007 YTD 2006
CULTENE TAX EXPEISES.ucuuvuiuniiiiistiiiiteiss sttt bbb (554) (192)
DEferfed tAX TEVENUE....ouiieveretieeieteteeetereteteeee ettt st es et sess et sessasesesesess s eresessnsesesessssesesnsesene 1,599 1,991
Exchange rate difference. .. 43 (67)
1,088 1,732
Reconciliation of effective tax rate:
Y'TD 2007 YTD 2006
Amount % Amount %
Loss from operations........cccvciienincinienisinesceins (3,794 (1,161)
Income tax revenue calculated at 18%.........ccccccuunecce. 683 (18%) 209 (18%)
Effect of different tax rates of other jurisdictions........ 743 (20%) 1,720 (148%)
Tax effect of expenses that are not deductable............ (159) 4% (141) 0%
Effect of change in tax rate.......covvevivivivinnenninninnn. (269) 7% (56) 5%
Other changes..........ccvvcnicinininciniccccseeeccenne 91 (2%0) 0 0%
1,088 (29%) 1,732 (149%0)

All amounts in thousands of USD

13



Notes to the Financial Statements

9.

Property, plant and equipment

Operating fixed assets are specified as follows:

Cost

At 1 January 2007.....c.ceeereeneeereereeeeeeeeeneens
AdIONS. ...t
Acquired on acquisition of subsidiary.........ccccecueeueunes

Exchange differences

Eliminated on disposal.........cccccvevivivivinnceninninninninnn.
Fully depreciated assets.........cocveiiuvieinininiiricinicininns
At 31 March 2007 ..o

Accumulated depreciation

At 1 January 2007
Charge for the pefriod......ccccvcnincincninciniicneineines
Exchange differences.......ooeveneeencencrnecnieenenecnnes
Eliminated on disposal.........c.ccccvcriecunicincnincinicinieenes
Fully depreciated assets...
At 31 March 2007 ...

Carrying Amount
At 31 March 2007
At 31 Decembert 2000......c.cvreemeeeerneieeirirriresisenenens

Depreciation, classified by operational category, is shown in the following schedule:

Cost Of ZOOAS SOIA ..uvveiiiieiiii s

Sales and MAarketing EXPEIISES .....c.ccucuiciriieiiirieciiiieiciscie et

Research and development eXPenses..... ..

General and adminiStrative EXPEIISES ...uuwuuruieierieieimieiseissisisiseisessssessessesssssessessessessessesesses

The following rates are used for the depreciation:
Buildings and sites 2 to 5%
Machinery and equipment 12 to 20%
Fixtures and office equipment 10 to 34%

All amounts in thousands of USD

Buildings Machinery Fixtures
and sites & equipment & office equip. Total
15,685 30,793 23,781 70,259
23 334 1,372 1,729
0 64 26 90
130 123 58 311
0 (305) 95) (400)
0 (256) (51) (307)
15,837 30,754 25,091 71,682
7,067 16,739 9,379 33,185
133 1,005 1,214 2,352
068 106 (13) 161
0 (245) (11) (256)
0 (256) (51) (307)
7,269 17,349 10,518 35,136
8,508 13,405 14,573 36,546
8,618 14,054 14,402 37,074
YTD 2007 YTD 2006
921 798
58 53
49 62
1,324 516
2,352 1,429

14



Notes to the Financial Statements

10. Goodwill

Cost
At 1 JANUALY 2007 oot
Arising on acquisition Of SUDSIAIAIES........vuiuivrimieiiiiiiiiii s

Addition due to previous acquisitions

EXchange differenCes.. ..o e
At 31 MArch 2007

Carrying amount
At 31 March 2007
At 31 December 2006

31.3.2007

316,593
9,754
834

837

328,018

328,018

316,593

The Company tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be

impaired.

All amounts in thousands of USD

15



Notes to the Financial Statements

11. Other intangible assets

Cust./distrib.
Cost relationship Patent Trademark Other Total
At 1 January 2007......cccvvcvieicnnnnnne. 0 15,678 25,982 49,455 91,116
AddItioNS.....oevvmieiiiiciccn, 0 175 12 0 187
Reclassification 35,159 116 8,312 (43,587) 0
Exchange differences.......ccccococuniuueee. 0 32 69 48 149
At 31 March 2007......covviviviniinnnnes 35,159 16,001 34,375 5,916 91,452
Amortization
At 1 January 2007.....cccvevievieninninnnn. 0 5,443 1,801 13,913 21,157
Charge for the period........ccovununne. 2,044 588 582 616 3,830
Reclassification......ceeeeeeeereeerereerenene 8,092 0 2,432 (10,524) 0
Exchange differences........ccoveuviunenee 0 16 (78) (74) (136)
At 31 March 2007.....cccvveniveninncenns 10,137 6,047 4,737 3,931 24,852
Carrying Amount
At 31 March 2007......covvivivininncanes 25,022 9,954 29,638 1,985 66,600
At 31 December 2000.........cocuunee. 0 10,235 24,181 35,542 69,959
The amortization of other intangible assets, classified by operational category, is specified as follows:
YTD 2007 YTD 2006

COSt Of GOOAS SOIA.....eriiiiiiiiciic ettt 199 62
Sales and MAarketing EXPENSES......ciuiviimiiiiiiiiiiiiii s ssaes 2,155 1,859
Research and development EXPEnses. ... 1,119 1,134
General and adminiStrative EXPEIISES.....cuuuimimiiiiiiiiiii s sssens 357 350

3,830 3,405

These intangible assets are amortized on a straight line basis over their useful lives. The amortization charge for each period

is recognised as expense on the following bases:

Customer and distribution relationship 20 to 25%

Patent 2 to 5%
Trademark 10 to 34%
Other 10 to 32%

All amounts in thousands of USD
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12. The Consolidation

The Consolidated Financial Statements of Ossur hf. pertain to the following subsidiaties:

Place of
registration and
Name of subsidiary operation Ownership %  Principal activity
Ossur Holding, AB.......ccccccvivinnnee. Sweden 100% Holding
Ossur Notdic, AB.....oovverevverirnee. Sweden 100% Sales, distribution and services
Ossur Notrdic, AS................. Norway 100% Sales, distribution and services
Empower H. C. Solution, AB...... Sweden 100% Healthcare consulting
Ossur Holdings, Inc.......cccccocuvieineee USA 100% Holding
Ossur Engineering, Inc................. USA 100% Manufacturer
Ossur North America, Inc........... USA 100% Sales, distribution and services
Generation II USA, Inc................ USA 100% Manufacturer
Royce Medical Holdings, Inc....... USA 100% Holding
Royce Medical Company......... USA 100% Manufacturer, sales, distribution and services
Rigid Med. Techn., Inc........ USA 100% Services
Vistek, Inc....ccovvieiviciniininnn. USA 100% No operation
Philad. Cervical Collar Co........ USA 100% Manufacturer, sales, distribution and services
The Jerome Group, Inc............ USA 100% Manufacturer, sales, distribution and services
GHT, InC..ccevvviiviirricinnee USA 100% No operation
Empower Business Sol, Inc......... USA 100% Healthcare consulting
Trops Acquisition, Inc ............... USA 100% Holding
Innovation Sports, LLP............ USA 100% Manufacturer, sales, distribution and services
Ortho Vantage, Inc.............. USA 100% Services
Ossur Canada, Inc.....cooeveevvereerenenenn, Canada 100% Manufacturer, sales, distribution and services
Ossur Europe, BV......cooviinan Netherlands 100% Sales, distribution and services
Somas Orthopaedie, BV.......... Nethetlands 100% Sales, distribution and services
Somas International, BV.......... Nethetlands 100% Sales, distribution and services
Ossur UK, Holdings, Ltd........ UK 100% Holding
IMP Holdings, Ltd............... UK 100% Holding
Ossur UK, Ltd.......ccun..e. UK 100% Sales, distribution and services
UK 100% Holding
UK 100% Distribution and setvices
UK 100% R&D and manufacturer
UK 100% Manufacturer
Ossur Holding France (SAS)...  France 100% Holding
La Tour Finance (SAS)........ France 100% Holding
Gibaud Pharma (EURL). France 100% Immaterial Operations
Gibaud (SAS)....cccceveuvunnee. France 100% Manufacturer, sales, distribution and setvices
Derby Finances (SAS). France 50% No operation
Tournier Bottu (SAS). France 100% Manufacturing
Gibaud Espania (SA)..  Spain 100% Sales, distribution and services
Gibaud Suisse (SA)..... Swiss 100% Sales, distribution and setvices
Ossur Asia Pacific PTY, Ltd............ Australia 100% Sales, distribution and services
Ossur Prosth. & Rehabilit. Co, Ltd.  China 100% Manufacturer, sales, distribution and services
Gentleheal ehf......covvvivnnnniccnes Iceland 100% Manufacturer and sales

All amounts in thousands of USD
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13.

14.

Ossur hf. operates a finance branch in Switzerland to govern intercompany long-term liabilities and investments
reimbursement services.

On 7 February 2007 Ossur acquired Somas Orthoepaedie BV and Somas International BV in Holland. Somas is a sales and
distribution company in the Benelux area.

GBM Medical AB has been merged into Ossur Nordic AB, GII Holding Belgium has been legally dissolved and Medistox
name was changed to Ossur UK Ltd.

Generation IT Orthotics, Inc was renamed Ossur Canada, Inc.

Loans and receivables

Long-term investments are specified as follows:

Loans and

receivables
Balance at 1 January 2000........cccoviiiiriiciniiiiiicice e s 780
Additions duting the PEriod... ..o 368
Acquired on acquisition of subsidiary. 820
Changes dufing the Period.... ..o s (452)
EXChANGe dIffErEnCes. ..o vuueicicieicieccici et e 10
At 1 JANUALY 2007 ..ot 1,526
Changes dufing the Period.......ciiii e (241)
EXChange differenCes.. .. s s s s s (66)
AL 31 MALCh 2007 .ot 1,219

The investments included above represent investments in bonds and other long-term receivables which present the
Company with opportunity for return through interest income and trading gains. The investments are valued at cost, less an
allowance based on impairment by the management.

Trade and other receivables

Long-term investments are specified as follows:

Trade and

other receivable

At 1 JANUALY 2000......iiiiiiniiiiiii e 593
Fair value and exchange rate adjuStmEnts. ..o e 89
At 1 JANUALY 2007 ..ot 0682
Fair value and exchange rate adjustments.... ..o (32)
At 31 March 2007 ... s 650

The investments included above represent investments in listed equity securities which present the Company with
opportunity for return through dividend income and trading gains. The fair values of these securities are based on quoted
market prices.

All amounts in thousands of USD 18
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15.

16.

Inventories
31.3.2007 31.12.2006
RAW MIALELIAL 1vrtitetireeeeteeete ettt ettt b s et e b ere s b essebe s ese b essebebeseebeneerenee 17,730 17,600
WOLK Il PLOGLESS..coucvuiiiiiiiiiciici e 2,247 2,409
Finished goods 30,626 27,367
50,603 47,376

In the preparation of the Consolidated Financial Statements, accumulated gains in inventories from intercompany

transactions amounting to USD 9,903 thousand were eliminated. This has an effect on the income tax expense of the
consolidated companies, and an adjustment of USD 2,252 thousand is made in the Consolidated Financial Statements to

reduce income tax expense to account for this.

The Company has pledged certain inventories to secure general banking facilities granted to the Company.

Accounts and other receivables

Accounts receivables:

31.3.2007 31.12.2006
NOMUNAL VAIUC....c.eeveveereictiieecteeeet ettt e et b et s e b et ese s eseebessesesseressessesersesessssesensesennens 57,763 51,024
Allowances for doubtful ACCOUNTS.......ccvuiuiiiiiiiiiii s (1,275) (1,162)
AlLlOWANCES fOI SALES TEULM. . vuvuietiriecteirereretricietetseseietseeseseesestietesseaebetsesebe s st sesesessesesesessesens (716) (715)
55,772 49,147

The average credit period taken on sale of goods is 46 days. An allowance has been made for doubtful accounts and sales

returns, this allowance has been determined by management in reference to past default experience.

The directors consider that the carrying amount of trade receivables approximates their fair value.

Other receivables:

31.3.2007 31.12.2006
VAT £fUndable........cuiiiiccece e 2,181 1,501
Prepaid EXPEMISES....c.uuiuieiiciciic it 6,462 5,594
OREL s 5,310 7,637
13,953 14,732

The directors consider that the carrying amount of other receivables approximates their fair value.

Bank balances and cash:

Bank balances and short-term deposits is held by the Company treasury function. The carrying amount of these assets

approximates their fair value.

All amounts in thousands of USD
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17. Share capital

Common stock is as follows in millions of shares and USD thousands:

Total share capital at period-end........cocvevivieivinininininininieiis

Shares Nominal value

384.9 4,170

Shares issued and outstanding at period-end numbered a total of 384,940,447. The nominal value of each share is one

Icelandic krona. No treasury stock is held at period end.

Changes in share capital are as follows: Share
capital
Share capital as of 1 January 2000 .........cccoiriiiiiiiiiii s 4,160
Purchases Of treasury STOCK ......c.occiuiiiiiiiiicci et 5)
EXErCiSed Share OPHIONS....cuieieieiiiiiiiiii s s 15
Share capital as of 1 JanUary 2007 ..o s 4,170
Balance at 31 MAarch 2007 ..ottt ettt ettt s ettt s et et bese et et se e st s e e e eeenan 4,170
18. Capital reserves
Share Statutory
premium reserves Total
Balance at 1 January 2000.........ceweuemeveemereiererenenenensenenensenenenennes 103,119 1,043 104,162
Purchases of treasuty StOCK........ocuiriiiiicininiiiniccece s (707) 0 (707)
Exercised share options 971 0 971
Balance at 1 January 2007......c..cevevemerereeererenenenenensenenessensessensennes 103,383 1,043 104,426
Balance at 31 March 2007.......ccvcuieicinecceeeeneeesee s 103,383 1,043 104,426
19. Translation reserves
Translation
reserves
Balance at 1 January 2000..........ccciuiiiiiiiiiiii s 3,771
Exchange differences arising on translation of SUDSIAIAIES........vwuieieieriniieieniiriieiiieiee e 4,176
Balance at 1 January 2007 ... 7,947
Exchange differences arising on translation of SUDSIAIAIES........wiuiuieivimriiniiniiniiriieeiieieiseseieise e 1,215
Balance at 31 MAarCh 2007 .....vcveeieereeeiieeereeeeteeeree ettt ee et e et bete b ese e b e s ebe b eseesessesessesebensesessesssensesessesensensesenes 9,162
20. Accumulated profits
Accumulated
profits
Balance at 1 January 2000...........cciuiiiiiiiiiii s 40,736
Net profit fOr the PEriOd. ... bbb 4,360
Balance at 1 January 2007.........cciiiiiiiiii e 45,096
Net 1088 fOr the Period.....ciiiiiiii s (2,7006)
Balance at 31 MAarCh 2007 .....veveuieeeeeiereeereeeet et e ss ettt et sete s e e e b e s ese s eseebessesessesetessesessesssensesessesensensssenes 42,390
All amounts in thousands of USD 20
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22.

. Stock Option Contracts and Obligations to Increase Share Capital

At 7 February 2007 the Board agreed to a new share option agreements for the CEO and the six members of the Executive
Committee. The key term of these agreements is that the CEO is granted an option to purchase 1,250,000 shares of
common stock and each member of the Executive Committee is granted an option to purchase 308,000 shares of common
stock. The total number of shates to be provided is 3,098,000 or 0,89% of the Company s current outstanding stock capital.

These options will only be possible to vest duting the month of December 2011. The contract rate is ISK 113.4 per share,
calculated as the average of the Company's share price during the last 20 working days prior to the annual general meeting
dated 23 February 2007. Estimated costs due to the stock option contracts can reach USD 0,7 million (ISK46 million)

which will be expensed over the next five years.

Loans from credit institutions
Long-term liabilities ate specified as follows:

31.3.2007 31.12.2006
T.0ANS T0 USD ettt ettt ettt ettt s s as st es s n s s enanas 141,528 144,002
T.0aNS 10 FIUR ..ottt ettt a s anan s 79,743 69,702
221,271 213,704
CULTENT MATULIEES. ... .vveveeeeeeeecceeeeeeeeeeceeaeaeaeseseteteaesesesesesesesesesesesesesesesesesesssssesssassssssassesesnnes (15,228) (15,089)
Loans from Credit INSHEUTIONS ..ovivverirreiereeereeeriee e erereeree e erereeresseresereesessesesseseesessesessesensersennnens 206,043 198,615
Aggregated annual maturities are as follows:
In 1.4.2007 - 31.3.2008 / 2007 15,228 15,089
In 1.4.2008 - 31.3.2009 / 2008 16,674 15,149
In 1.4.2009 - 31.3.2010 / 2009 20,528 20,326
In 1.4.2010 - 31.3.2011 / 2010 15,427 20,378
In 1.4.2011 - 31.3.2012 / 2011 71,168 71,269
L aEET ettt ettt ettt a ettt ettt e bttt ettt ettt et et b entetetetetetesesesennas 82,246 71,493
221,271 213,704
The average interest rates were as follows:
YTD 2007 Y'TD 2006
BanK LOAMS..c.cuiieieiiiieiecceesee ettt ettt se et ne 5.99% 5.99%

Concerning the Company's USD 200 million term loan agreement there are still USD 10 million undrawn and available.

70% of total term loan drawdowns have been made in USD and 30% in EUR.

Debt issuance cost has been capitalized and is amortized over the term of the loan.

The terms of the loan facility include various provisions that limit certain actions by the Company without prior consulting
with the lender. In addition the loan facilities include certain financial covenants. The Company has pledged buildings,

machinery, equipment and inventories to secure banking facilities granted.

All amounts in thousands of USD
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23.

24.

Ossur uses interest rate swaps to manage its exposure to interest rate movements on its bank borrowings. Contracts with
nominal values of USD 140 million and of EUR 48,6 million have been made to swap floating interest rates to weighted
average fixed interest rates of 5.99% including margin for periods up until 2012.

During the period a total gain of USD 210 thousand was recorded in the Income Statement due to the swap agreements.

Other long-term liabilities

Other long-term liabilities are specified as follows:

Other liabilities i USD ....cucuiiriiiririiciricicireeicnrcce ettt ettt eene
Other liabilities i SEK .....coiiiieiiicniceeeeieeet ettt ssesssesessesesesmesssesess
Othert liabilities i GBP.....c.cuiirieieeieiicineeeirceei e eiseeesseaesessesessesessessesessesesesseneaesaes
Other liabilities i ATUD .ottt ees

CULTENE MNATULITIES. c11evevreterereerereereseereeseseesessereseseesesseseseseesessesessesessessesessesessesssessssessesesesesensesessenes

Other long-term HabIlIties. .......coveueuriciiieiecircieeeieeie e seee

Aggregated annual maturities are as follows:

In 1.4.2007 - 31.3.2008 / 2007 ...crevererrerireurecereirecereuneceseiesesesesssesesssessesssesesssesesssessesssesesssesaes
In 1.4.2008 - 31.3.2009 / 2008.....c.ccereuereremerereirereremenesenecesemesssemesesesesssesesssesmessessesssessesssesnes
In 1.4.2009 - 31.3.2010 / 2009.....c.wrimrreirerereirerereireneseiseseseiesesenesssesesssesesssesesssessesssessessssesaes
In 1.4.2010 - 31.3.2011 / 2010 cucuiirciriiceeireeeireeneeneiseeseiseeseeseeseeseisesseeseasessessessessessessessessessesseces

Deferred tax

At 1 January 2007 ..o
Calculated tax for the pefiod........cccocvciniviinininiiicinicine,
Income tax payable for the petiod.......covueueicicicieieiecinnas

Exchange differences........uiiciniciciiceeceicens
At 31 Matrch 2007...ceiveeeeeeiiceeeeeeeeveeeeeeeeeeeeee e enenes

All amounts in thousands of USD

31.3.2007 31.12.2006

450 577

534 545

1,582 1,747

97 92

2,663 2,961
(197) (242)

2,466 2,719

197 242

1,707 1,274

259 289

162 162

338 994

2,663 2,961

Deferred tax Deferred tax
asset liabilities Total

63,485 (33,204) 30,281
(670) 1,758 1,088

0 554 554
25 (68) (43)
62,840 (30,960) 31,880
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25. Long-term liabilities - due within one year

31.3.2007 31.12.2006
Toans from Credit INSTTUTIONS .ovieeviieieiieiiis ittt ettt st sesesesesesesssesesssssens 15,228 15,089
Other long-term Habilities. .......cocuiiriiiriiiriciieicicc e 197 242
15,425 15,331

26. Bank loans

In December 2006 the Company entered into a EUR 100 million (USD 135 million) bridge loan facility agreement to finance
the acquisition of the Gibaud Group (La Tour Finance) in France. The bridge loan is included in the Company’s current
liabilities at the end of the period. An equity offering is planned to take place in 2007 to repay the loan. As a result of this,
the Company’s equity ratio will temporarily be below its policy ratio. This temporary deviation has been approved by the
Company’s Board of Directors.

27. Provisions

Warranty Restructuring

Provisions Provisions Total
At 1 January 2007......iiiiiiii s 2,745 8,207 10,952
Additional provision in the period.........ccccviiiicniiininiiniciicens 448 0 448
Exchange diffefences......oiiiiiniiniiieiieieiie s isesssssessenaes 0 10 10
Utilization of provision... (70) (1,488) (1,558)
At 31 March 2007......ciiiiicc e 3,123 6,729 9,852

The warranty provision represents management's best estimate of the Company's liability under watranties granted on
prosthetics products, based on past experience and industry averages for defective products.

All amounts in thousands of USD 23
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28.

29.

Acquisition of Somas

On 7 February 2007 Ossuts' subsidiaty Ossur Europe BV acquired 100 per cent of the issued share capital of Somas
Orthopadie BV and Somas International BV for a cash consideration of USD 11 million. This transaction has been
accounted for by the purchase method of accounting,.

ushb
Acquisition
7.2.2007
Net assets acquired:
OPErating fIXCA ASSELS.....uuiuiuiiiiiiiiiiiiiiii bbb 90
TOVEIEOLIES . 594
Other current assets 1,224
Bank balances and €ash.........ccciiiii s 133
CULLENE HADIIHES. ...ttt (819)
1,222
GOOAWILL .ttt ettt ettt et es et a bbb as st b e s etess s eseseasab et eseasasesebas s eseteassseseseseas s esetensasesetesnasesenen 9,754
Total consideration 10,976
Satisfied DY CaAShL....ciiiiiii e 10,976
10,976
Net cash outflow arising on acquisition:
CaSh CONSIAETATION. ...evivieieiietetetetete ettt ettt s et s s et be et e b e besess s et ebese s ebese s sesasessesebessasasebesesesseseseseanane 10,976
Bank balances and cash acquired..........cocoiiiiiiiiii (213)
10,763

Somas is a leading distributor of bracing and support products in the Benelux area, with over 15% market share. The
acquisition is expected to add approximately USD 5 million to sales in 2007 with an EBITDA margin of around 20%. Somas
is an important addition to the platform for the Company’s further expansion in Europe.

Approval of the Financial Statements

The Consolidated Financial Statements were approved by the Board of Directors and authorised for issue on 30 April 2007.

All amounts in thousands of USD 24





