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Orthofix International N.V.

NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS
AND

PROXY STATEMENT

Meeting Date:
June 15, 2005
at 11:00 a.m. (local time)

Meeting Place:
Orthofix International N.V.
7 Abraham de Veerstraat
Curacao, Netherlands Antilles

Dear Shareholders:

We will hold the Annual General Meeting of Shareholders on Wednesday,
2005, at 11:00 a.m. at Orthofix's offices, located at 7 Abraham de
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Veerstraat, Curacao, Netherlands Antilles.

This booklet includes the notice of annual general meeting and the
proxy statement. The proxy statement describes the business that we will conduct
at the meeting.

Your vote is important. Please refer to the proxy card or other voting
instructions included with these proxy materials for information on how to vote
by proxy or in person.

Sincerely,
/s/ CHARLES W. FEDERICO

Charles W. Federico
Chief Executive Officer

May 5, 2005

NOTICE AND PROXY STATEMENT
for Shareholders of

ORTHOFIX INTERNATIONAL N.V.
7 Abraham de Veerstraat
Curacao, Netherlands Antilles

for
ANNUAL GENERAL MEETING OF SHAREHOLDERS
to be held on Wednesday, June 15, 2005

This Notice and the accompanying Proxy Statement are being furnished to
the Shareholders of Orthofix International N.V., a Netherlands Antilles
corporation ("Orthofix" or the "Company"), in connection with the forthcoming
Annual General Meeting of Shareholders, and the solicitation of proxies by the
Board of Directors of Orthofix from holders of outstanding shares of common
stock, par value $0.10 per share, of Orthofix for use at the Annual General
Meeting and at any adjournment thereof.

Time, Date and Place of Annual General Meeting

Notice is hereby given that the Annual General Meeting will be held on
June 15, 2005 at 11:00 a.m., local time, at Orthofix's offices, located at 7
Abraham de Veerstraat, Curacao, Netherlands Antilles.

Purpose of the Annual Meeting

1. Election of Board of Directors. Shareholders will be asked to consider,
and, if thought fit, approve a resolution to elect the following persons to the
Board of Directors of Orthofix: Charles W. Federico, James F. Gero, Robert
Gaines-Cooper, Jerry C. Benjamin, Peter J. Hewett, Walter P. von Wartburg,
Thomas J. Kester, Kenneth R. Weisshaar, Guy J. Jordan and Stefan Widensholer.
The Board of Directors recommends that shareholders vote FOR the proposal to
elect the foregoing persons to the Board of Directors of Orthofix.
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2. Approval of Amendments to the Articles of Association. Shareholders will
be asked to consider, and, if thought fit, approve a resolution of the Board of
Directors to approve amendments of the Articles of Association of Orthofix
further described in Proposal 2. The Board of Directors recommends that
shareholders vote FOR the proposal to amend the Articles of Association.

3. Approval of Financial Statements for the Year Ended December 31, 2004.
Shareholders will be asked to consider, and, if thought fit, approve the balance
sheet and income statement at and for the year ended December 31, 2004. The
Board of Directors recommends that shareholders vote FOR the proposal to approve
the balance sheet and income statement at and for the year ended December 31,
2004.

4. Ratification of the Selection of Ernst & Young LLP. Shareholders will be

asked to consider, and, if thought fit, approve a resolution to ratify the
selection of Ernst & Young LLP as independent auditors for Orthofix and its
subsidiaries for the fiscal vyear ending December 31, 2005. The Board of

Directors recommends that shareholders vote FOR the proposal to ratify the
selection of Ernst & Young LLP as independent auditors.

5. Miscellaneous. Shareholders will be asked to transact such other
business as may come Dbefore the Annual General Meeting or any adjournment

thereof.

Please read a detailed description of proposals 1 through 4 stated
above beginning on page 24 of the proxy statement.

Shareholders Entitled to Vote
All record holders of shares of Orthofix common stock at the close of
business on May 2, 2005 have been sent this notice and will be entitled to vote
at the Annual General Meeting. Each record holder on such date is entitled to
cast one vote per share of common stock.
Documents Available for Inspection
A copy of the financial statements for the year ended December 31, 2004
and a copy of the draft deed of amendment to the Articles of Association of
Orthofix have been filed at the offices of Orthofix at 7 Abraham de Veerstraat,
Curacao, Netherlands Antilles, and are available for inspection by shareholders
until the conclusion of the Annual General Meeting.
By Order of the Board of Directors
/s/ RAYMOND C. KOLLS
RAYMOND C. KOLLS

Corporate Secretary

May 5, 2005
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PROXY STATEMENT FOR THE ORTHOFIX INTERNATIONAL N.V.
2005 ANNUAL GENERAL MEETING OF SHAREHOLDERS

THIS PROXY STATEMENT AND THE ENCLOSED PROXY ARE BEING MAILED TO SHAREHOLDERS ON
OR ABOUT MAY 5, 2005.

ABOUT VOTING
Who can vote?

All record holders of shares of Orthofix common stock at the close of
business on May 2, 2005 have been sent this notice and will be entitled to vote
at the Annual General Meeting. Each record holder on such date is entitled to
cast one vote per share of common stock. On April 28, 2005, there were
15,810,396 shares of Orthofix common stock outstanding.

Quorum, vote required

The presence, in person or by proxy, of the holders of fifty percent
(50%) of the shares of Orthofix common stock outstanding on the Record Date
shall be considered a quorum at the Annual General Meeting. An absolute majority
of the votes cast will be required in order to approve the proposals before the
Annual General Meeting, except that the directors shall be elected by a
plurality of the votes cast. Abstentions and "broker non-votes" are counted as
shares that are present and entitled to vote on the proposal for purposes of
determining the presence of a quorum, but abstentions and broker non-votes will
not have any effect on the outcome of voting on the proposals. A broker
"non-vote" occurs when a broker holding shares for a beneficial owner does not
vote on a particular proposal because the broker does not have discretionary
voting power for that particular item and has not received instructions from the
beneficial owner.

Proxies

This Proxy Statement is being furnished to holders of shares of
Orthofix common stock in connection with the solicitation of proxies by and on
behalf of the Board of Directors of Orthofix for use at the Annual General
Meeting.

All shares of Orthofix common stock that are represented at the Annual
General Meeting by properly executed proxies received prior to or at the Annual
General Meeting and which are not revoked, will be voted at the Annual General
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meeting in accordance with the instructions indicated on such proxies. If no
instructions are indicated on a properly executed proxy, such proxy will be
voted in favor of each of the proposals. The Board of Directors of Orthofix does
not know of any other matters that are to be presented for consideration at the
Annual General Meeting.

Any proxy given pursuant to this solicitation may be revoked by the
person giving it at any time before it is voted. Proxies may be revoked by (1)
filing with Orthofix, at or before the taking of the vote at the Annual General
Meeting, a written notice of revocation bearing a later date than the proxy, or
(2) duly executing a subsequent proxy relating to the same shares of Orthofix
common stock and delivering it to Orthofix before the Annual General Meeting.
Attending the Annual General Meeting will not in and of itself constitute a
revocation of a proxy. Any written notice of revocation or subsequent proxy
should be sent so as to be delivered to: Orthofix International N.V., 7 Abraham
de Veerstraat, Curacao, Netherlands Antilles, at or before the taking of the
vote at the Annual General Meeting.

Voting is confidential

We maintain a policy of keeping all the proxies, ballots and voting
tabulations confidential.

The costs of soliciting these proxies and who will pay them

We will pay all the costs of soliciting these proxies. Although we are
mailing these proxy materials, our directors and employees may also solicit
proxies by telephone, by fax or other electronic means of communication, or in
person. We will reimburse banks, brokers, nominees and other fiduciaries for the
expenses they incur in forwarding the

proxy materials to vyou. Georgeson Shareholder 1is assisting wus with the
solicitation of proxies for a fee of $6,000 plus out-of-pocket expenses.

Obtaining an Annual Report on Form 10-K

We have filed our Annual Report on Form 10-K for the year ended
December 31, 2004 with the U.S. Securities and Exchange Commission. Our Form
10-K contains information that is not included in our Annual Report that we are
sending you with this proxy statement. Our Form 10-K is available on our website
at www.orthofix.com. If you would like to receive a copy of our Form 10-K, we
will send you one without charge. Please write to:

Investor Relations

Orthofix International N.V.
10115 Kincey Ave., Suite 250
Huntersville, NC 28078
Attention: Ms. Pat Fitzgerald

You may also contact Ms. Fitzgerald at (704) 948-2600 or at
patfitzgerald@orthofix.com.

The voting results

We will publish the voting results in our Form 10-Q for the second
quarter of 2005, which we will file with the U.S. Securities and Exchange
Commission (the "SEC") in August 2005. You will also be able to find the Form
10-Q on our website at www.orthofix.com.
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Whom to call if you have any questions

If you have any questions about the annual meeting, voting or your
ownership of Orthofix common stock, please contact Thomas Hein, CFO, at (704)
948-2600 or at tomhein@orthofix.com or Raymond C. Kolls, General Counsel and
Corporate Secretary, at (704) 948-2600 or at raykolls@orthofix.com.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDERS

Who are the principal owners of Orthofix common stock?

The following table shows each person, or group of affiliated persons,
who beneficially owned, directly or indirectly, at least 5% of Orthofix common
stock as of December 31, 2004. Our information is based on reports filed with
the SEC by each of the firms or individuals listed in the table below. You may
obtain these reports from the SEC.

The Percent of Class figures for the common stock are based on
15,711,943 shares of our common stock outstanding as of December 31, 2004, other
than with respect to shares owned by Mr. Robert Gaines-Cooper, for which
information is given and calculations are made as of April 15, 2005. Except as
otherwise indicated, each shareholder has sole voting and dispositive power with
respect to the shares indicated.

Name and Address Amount and Nature of Percent
of Beneficial Owner Beneficial Ownership of Class
FMR COTP e et e e eeeeeeeeeeeeeeeeeneenneeeesnnns 1,812,090 (1) 11.5%

82 Devonshire Street
Boston, MA 02109

Robert Gaines—CoOOPer ... iiiitiineeeeeeennns 620,200 (2) 3.
Orthofix International N.V. 1,143,000 (3) 7.
7 Abraham de Veerstraat

Curacao, Netherlands Antilles

o° o

[\CIENe]

Kayne Anderson Rudnick Investment 1,247,625 (4) 7.9
Management, LLC ... ..ttt ittt enennnnn

1800 Avenue of the Stars, 2nd Floor

Los Angeles, CA 90067

oe

Paradigm Capital Management IncC. ........... 1,205,500 (5) 7.7%
9 Elk Street, Albany, NY 12207

(1) Based on an amendment to a Schedule 13G filed on February 14, 2005 by FMR
Corp., a parent holding company, Edward C. Johnson 3d, Abigail P. Johnson,
Fidelity Management and Research Company, Fidelity Low Priced Stock Fund.
FMR Corp. reported sole voting power with respect to 247,500 of the
reported shares and sole dispositive power with respect to all of the
reported shares. Fidelity Management & Research Company ("Fidelity"), an
investment adviser and wholly owned subsidiary of FMR Corp., is the
beneficial owner of 1,564,590 of the reported shares. Fidelity Management
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Trust Company, a bank and a wholly-owned subsidiary of FMR Corp., is the
beneficial owner of 247,500 of the reported shares. Edward C. Johnson,
Chairman of FMR. Corp., and FMR Corp., through their control of Fidelity
and Fidelity Management Trust Company, each have sole power to dispose of
the shares beneficially owned by the Fidelity funds and Fidelity Management
Trust Company, and sole voting power with respect to the shares
beneficially owned by Fidelity Management Trust Company. The power to vote
the shares beneficially owned by the Fidelity funds resides with the Board
of Trustees of the Fidelity funds. The ownership of one investment company,
Fidelity Low Priced Stock Fund, amounted to 1,413,200 of the reported
shares. We have not attempted to independently verify any of the foregoing
information, which is based solely upon the information, contained in the
Schedule 13G.

(2) Amount consists of 432,700 shares owned directly and 187,500 currently
exercisable stock options.

(3) Amount shown consists of 693,000 shares owned by a trust in which Mr.
Gaines-Cooper has an indirect interest, and 450,000 shares owned by Venner
Capital S.A. (formerly LMA International S.A.) A trust, of which Mr.
Gaines-Cooper 1is a settlor, owns a 100% interest in Venner Capital S.A.

(4) Based on an amendment to a Schedule 13G filed on February 4, 2005 by Kayne
Anderson Rudnick Investment Management, LLC, an investment advisor. Kayne
Anderson Rudnick Investment Management, LLC reported

sole voting and dispositive power with respect to the reported shares. We
have not attempted to independently verify any of the foregoing
information, which is based solely upon the information contained in the
Schedule 13G/A.

(5) Based on Schedule 13G filed on February 14, 2005 by Paradigm Capital
Management, Inc., an investment advisor. Paradigm Capital Management, Inc.
reported sole voting and dispositive power with respect to the reported
shares. We have not attempted to independently verify any of the foregoing
information, which is based solely upon the information, contained in the
Schedule 13G.

Common stock owned by Orthofix's directors and executive officers

The following table sets forth the beneficial ownership of our common
stock, including stock options currently exercisable and exercisable within 60
days, as of April 15, 2005 by each director, each nominee for director, each
executive officer listed in the Summary Compensation Table and all directors and
executive officers as a group. The percent of class figure is based on
15,799,026 shares of our common stock outstanding as of April 15, 2005. All
directors and executive officers as a group beneficially owned 2,477,029 shares
of Orthofix common stock as of such date. Unless otherwise indicated, the
beneficial owners exercise sole voting and/or investment power over their
shares.

Name of Director or Amount and Nature Percent
Executive Officer of Beneficial Ownership of Class

Robert Gaines—CoOpPer .. ...iiiiieennnennn. 620,200 (1) 3.9%
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1,143,000 (2) 7.2%
Charles W. Federico .....c.iiuiiiinnnnnn. 204,953 (3) 1.3%
Bradley R. MaSON ... uiineeeeennnnennns 185,754 (4) 1.2%
Peter J. Hewett ... ... 94,300 (5) *
Jerry C. Benjamin .........oiiiieeinnenn.. 69,282 (6) *
Thomas Hedn ...t iii ittt teteeennnnn 56,403 (7) *
Gary Henley ...ttt ittt 51,490 (8) *
JamES F . GeIO v ittt ettt ettt ettt et 50,572 (9) *
Thomas J. Kester .. v ittt eeeeeennnann 1,000 (10) *
Raymond C. Kolls....cuuiiiieenenennnn 75 (11) *
Walter P. von Wartburg.................. -0- -0-
Kenneth R. Weisshaar.................... -0- -0-
GUY J. JOXdaN. v v et tneeeeeeeenneeennns -0- -0-
Stefan Widensohler............. ... . ... -0- -0-
Directors and executive officers
as a group (14 persons) .c...eeeeeeeon. 2,477,029 15.1%

* Represents less than one percent.

(1) Amount shown consists of 432,700 shares owned directly and 187,500
currently exercisable stock options.

(2) Amount shown consists of 693,000 shares owned by a trust in which Mr.
Gaines-Cooper has an indirect interest, and 450,000 shares owned by Venner
Capital S.A. (formerly LMA International S.A.) A trust, of which Mr.
Gaines-Cooper 1is a settlor, owns a 100% interest in Venner Capital S.A.

(3) Amount shown consists of 4,053 shares owned directly, 200,000 currently
exercisable stock options, and 900 shares owned indirectly.

(4) Amount consists of 170,754 shares owned indirectly and 15,000 currently
exercisable stock options.

(5) Amount consists of 31,000 shares owned directly and 63,300 currently
exercisable stock options.

(6) Amount consists of 69,282 shares owned directly.

(7) Amount consists of 1,403 shares owned directly and 55,000 currently
exercisable stock options.

(8) Amount consists of 490 shares owned directly, 50,000 currently exercisable
stock options, and 1,000 shares owned indirectly.

10
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(9) Amount consists of 50,572 shares owned directly.
(10) Amount consists of 1,000 shares owned directly.

(11) Amount consists of 75 shares owned directly.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16 (a) of the Securities Exchange Act of 1934, as amended,
requires that our insiders--our directors, executive officers, and
greater-than-10% shareholders—--file reports with the SEC on their initial
beneficial ownership of Orthofix common stock and any subsequent changes. They
must also provide us with copies of the reports.

To our knowledge, based solely on a review of the copies of such
reports furnished to us and, with respect to our officers and directors, written
representations that no other reports were required, during the fiscal year
ended December 31, 2004, all Section 16(a) filing requirements applicable to our
officers, directors and greater-than-ten-percent beneficial owners were complied
with except as follows: Mr. Benjamin reported on a Form 4 filed on June 28,
2004, the acquisition of shares of common stock he acquired through the exercise
of stock options on June 21, 2004. Mr. von Wartburg filed a Form 3 on November
4, 2004 noting his Section 16(a) requirements began on June 29, 2004 with the
approval of his directorship by the shareholders. Mr. von Wartburg also reported
on a Form 4 filed on November 4, 2004, the acquisition of stock options he
acquired through an option grant on October 4, 2004. Mr. Peter Clarke, a former
director, reported on a Form 4 filed on May 18, 2004, the exercise of stock
options and the sale of common stock he acquired through the exercise of such
options on May 10, 2004.

In making the above statements, we have relied on the written
representations of our directors and officers and copies of the reports that
have been filed with the SEC.

INFORMATION ABOUT DIRECTORS

The Board of Directors

The Board of Directors oversees the business of Orthofix and monitors
the performance of management. The directors keep themselves informed by
discussing matters with the Chief Executive Officer, other key executives and
our principal external advisers, by reading the reports and other materials that
we regularly send them and by participating in Board and committee meetings.

The directors are elected at the annual general meeting of shareholders
by a plurality of the votes cast, in person or by proxy by the shareholders.
Because we are required by Netherlands Antilles law to hold the annual general
meeting in the Netherlands Antilles, we do not have a policy regarding director
attendance at the annual general meeting. Last year, Alberto C d'Abreu de Paulo
(a director during 2004) attended the annual general meeting. Our Articles of
Association provide that the Board of Directors shall consist of not less than
seven and no more than fifteen directors, the exact number to be determined by

11
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the annual general meeting of shareholders.

Our Board usually meets four times per year in regularly scheduled
meetings, but will meet more often if necessary. The Board met six times during
2004. All directors attended at least 75% of the Board meetings and meetings of
the committees of which they were members. The Board has determined that the
following directors and nominees are independent under Nasdag Rule 4200: Messrs.
Benjamin, Kester, von Wartburg, Weisshaar, Jordan and Widensohler. A list of our
current directors and background information for each of them is presented in
the section "Proposal 1: Election of Directors", beginning on page 24.

The Committees of the Board

We have three standing committees: the Audit Committee, the
Compensation Committee and the Nominating Committee.

The Audit Committee

Our Audit Committee is a separately-designated standing audit committee
established in accordance with section 3(a) (38) (A) of the Securities Exchange
Act of 1934, as amended. The Audit Committee is responsible for the appointment,
compensation and oversight of our independent auditors, approves the scope of
the annual audit by the independent auditors, reviews audit findings and
accounting policies, assesses the adequacy of internal controls and risk
management and reviews and approves Orthofix's financial disclosures. The
Committee also meets privately, outside the presence of Orthofix management,
with the independent auditors. The Audit Committee's Report for 2004 is printed
below at page 11.

The Board has adopted a written charter for the Audit Committee, a copy
of which was attached as an appendix to our 2003 proxy statement and is
available for review on our website at www.orthofix.com.

The Committee met seven times during 2004.

Messrs. Benjamin, Kester and Weisshaar currently serve as members of
the Audit Committee. Mr. Benjamin serves as Chairman of the Committee. Under the
current rules of the Nasdag and pursuant to Item 7(d) (3) (iv) of Schedule 14A
under the Securities Exchange Act of 1934, as amended, all of the members of the
Audit Committee are independent. Our Board of Directors has determined that
Messrs. Benjamin, Kester and Weisshaar are "audit committee financial experts"
in accordance with current SEC rules.

The Compensation Committee

The Compensation Committee establishes and approves all elements of
compensation for the executive officers. Each year, as the SEC requires, the
Compensation Committee will report to you on executive compensation. The
Compensation Committee's Report on Executive Compensation for 2004 is printed
below, starting at page 20.

The Compensation Committee administers the 2004 Long-Term Incentive
Plan, the Staff Share Option Plan (including the Performance Accelerated Stock
Option program) and the Employee Stock Purchase Plan, and has sole authority for
awards under these plans. The Compensation Committee is also responsible for
periodically reviewing Orthofix's plans regarding succession of senior
management .

12
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The Compensation Committee met five times during 2004.

The Compensation Committee acts under a written charter adopted by the
Board of Directors, a copy of which is available for review on our website at
www.orthofix.com.

Messrs. Kester, Jordan, von Wartburg and Widensohler currently serve as
members of the Compensation Committee, and each satisfies the qualification
standards of Section 162 (m) of the U.S. Internal Revenue Code of 1986, as
amended, and Section 16 of the Securities Exchange Act of 1934, as amended. All
members are independent under the current rules of the Nasdag and the Securities
and Exchange Commission. Mr. Kester serves as Chairman of the Compensation
Committee.

The Nominating Committee

The Nominating Committee assists the Board in identifying qualified
individuals to become Board members, determining the composition of the Board of
Directors and its Committees, monitoring a process to assess Board effectiveness
and developing Director Compensation policy.

The Nominating Committee met four times in 2004 and will meet at least
twice annually, and more frequently as circumstances dictate. Committee meetings
and communications shall be either in person or by conference telephone call.

The Board has adopted a written charter for the Nominating Committee, a
copy of which was attached as an appendix to our 2004 proxy statement.

Messrs. Jordan, Benjamin, Widensohler and Weisshaar currently serve as
members of the Committee. Mr. Jordan serves as Chairman of the Committee. All of
the members of the Nominating Committee are independent as defined by current
Nasdag rules.

Code of Ethics

We have adopted a code of ethics to comply with SEC and Nasdag rules.
Our code of ethics applies to our directors, officers and employees worldwide,
including our Chief Executive Officer and Chief Financial Officer. A copy of our
Code of Ethics was filed as an exhibit to our 2003 annual report on Form 10-K
and is available on our website at www.orthofix.com.

Shareholder Communication with the Board of Directors

To facilitate the ability of shareholders to communicate with our Board
of Directors, we have established an electronic mailing address and a physical
mailing address to which communications may be sent:
boardofdirectors@orthofix.com, or The Board of Directors, c/o Mr. James F. Gero,
Chairman of the Board of Directors, Orthofix International N.V., 10115 Kincey
Avenue, Suite 250, Huntersville, NC 28078.

Mr. Gero reviews all correspondence addressed to the Board of Directors
and regularly presents to the Board a summary of all such correspondence and
forwards to the Board or individual directors, as the case may be, copies of all
correspondence that, in the opinion of Mr. Gero, deals with the functions of the
Board or committees thereof or that he otherwise determines requires their
attention. Examples of communications that would be logged, but not
automatically forwarded, include solicitations for products and services or
items of a personal nature not relevant to us or our shareholders. Directors may
at any time review the log of all correspondence received by Orthofix that is
addressed to members of the Board and request copies of any such correspondence.
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7

Nomination of Directors

As provided in its charter, the Nominating Committee identifies and
recommends to the Board nominees for election or re-election to the Board and
will consider nominations submitted by shareholders. The Nominating Committee
Charter was attached as an appendix to our 2003 proxy statement.

The Nominating Committee seeks to create a Board of Directors that is
strong in its collective diversity of skills and experience with respect to
finance, leadership, business operations and industry knowledge. The Nominating
Committee reviews with the Board of Directors, on an annual basis, the current
composition of the Board of Directors in light of the characteristics of
independence, age, skills, experience and availability of service to our company
of its members and of anticipated needs. If necessary, we will retain a third
party to assist us in identifying or evaluating any potential nominees for
director. When the Nominating Committee reviews a potential new candidate, they
look specifically at the candidate's qualifications in light of the needs of the
Board of Directors at that time given the then current mix of director
attributes.

Generally, in nominating director candidates, the Nominating Committee
strives to nominate directors that exhibit high standards of ethics, integrity,
commitment and accountability. In addition, all nominations attempt to ensure
that the Board of Directors shall encompass a range of talent, skills and
expertise sufficient to provide sound guidance with respect to our operations
and activities.

Under our Nominating Committee guidelines, directors must inform the
Chairman of the Board and the Chair of the Nominating Committee in advance of
accepting an invitation to serve on another public company board. In addition,
no director may sit on the Board of Directors, or beneficially own more than 1%
of the outstanding equity securities, of any of our competitors in our principal
lines of business. The Board of Directors has not established any term limits to
an individual's membership as a director.

To recommend a nominee, a shareholder shall give notice to the Board of
Directors, at our registered address c/o Mr. James F. Gero, Chairman of the
Board of Directors, Orthofix International N.V., 10115 Kincey Avenue, Suite 250,
Huntersville, NC 28078. This notice should include the candidate's brief
biographical description, a statement of the qualifications of the candidate,
taking into account the qualification requirements set forth above and the
candidate's signed consent to be named in the proxy statement and to serve as a
director if elected. The notice must be given not later than 180 days before the
first anniversary of the last Annual General Meeting of Shareholders. Once we
receive the recommendation, we will contact the candidate and request that he or
she provide us with additional information about the candidate's independence,
qualifications and other information that would assist the Nominating Committee
in evaluating the candidate, as well as certain information that must be
disclosed about the candidate in our proxy statement, if nominated. Candidates
must respond to our inquiries within the time frame provided in order to be
considered for nomination by the Nominating Committee.

The Nominating Committee paid fees to the Cassie Shipherd Group, LLC to
assist us in identifying or evaluating potential nominees for director during
2004. The Nominating Committee has not received any nominations for director
from shareholders for the 2005 Annual General Meeting of Shareholders.

Director Compensation
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Directors who are our employees do not receive additional compensation
for their service on the Board of Directors or any Board committee.

We reimburse our directors for travel and other related expenses
incurred in connection with the business of Orthofix, including attending
shareholder meetings, meetings of the Board of Directors or any Board committee.
During 2004, our directors were also reimbursed for travel and other related
expenses of their respective spouses for one Board of Directors meeting.

During 2004, each of our non-employee directors received an annual fee
of approximately $55,000 for their services. The Audit Committee chair received
an additional annual fee of $10,000 for his service. Each of the Nominating
Committee and Compensation Committee chairs received an additional annual fee of
$5,000 for their services.

In addition, we grant options from time to time to our non-employee
directors under our equity compensation plans. The decision to grant options to
non-employee directors will be reviewed by the Board of Directors on an annual
basis. The number of options that can be granted to non-employee directors is
limited by the 2004 Long Term Incentive Plan and may not exceed 30,000 shares of
common stock during any consecutive sixty (60)-month period.

The following table contains information regarding option grants
during the fiscal year ended December 31, 2004 to the individuals who are
currently serving as our non-employee directors.

Option Grants in Last Fiscal Year to Non-Employee Directors

Number of Securities Exercise or Base
Underlying Options Price Expiration

Name Granted (1) ($/Share) (2) Date

Jerry C. Benjamin 6,000 (3) 34.81 10/4/14
24,000 (4) 37.76 12/2/14

Thomas J. Kester 6,000 (3) 34.81 10/4/14
24,000 (4) 37.76 12/2/14

Walter P. von Wartburg 6,000 (3) 34.81 10/4/14
24,000 (4) 37.76 12/2/14

(1) All option grants to the non-employee directors were made pursuant to our
2004 Long Term Incentive Plan and have a ten-year term.

(2) All options were granted to the non-employee directors at an exercise price
equal to the fair market value of the underlying stock on the date of
grant.

(3) Options vest and become exercisable over three years in equal annual
one-third increments from the option grant date.

(4) Options vest and become exercisable over a five year period in installments
of 4,000, 4,000, 4,000, 6,000 and 6,000.
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During 2004, the Company also granted Mr. Gero options to purchase its
shares of common stock pursuant to our 2004 Long Term Incentive Plan. The first
grant was 6,000 options, which were granted at an exercise price of $34.81 with
an expiration date of October 4, 2014. These options vest and become exercisable
over three years in equal annual one-third increments from the option grant
date. The second grant was 44,000 options, which were granted at an exercise
price of $37.76 with an expiration date of December 2, 2014. These options vest
and become exercisable over five years in equal annual one-fifth increments from
the option grant date.

Mr. Peter Hewett, a non-employee director, also serves as a consultant
to the Company and as Chairman of the Board of Directors of Orthofix Inc., a
wholly-owned subsidiary of the Company. In this capacity, he provides consulting
and advisory services, at such times and on such special projects, as we
request. Mr. Hewett reports directly to the Board of Directors. In 2004, we paid
$148,425 in consulting fees to Mr. Hewett, which is in addition to his director
fees. We also reimbursed him for travel and other related expenses incurred in
connection with the performance of such consulting and advisory services. In
2005, he will receive a fee of $1,500 per day for each day of requested
consulting and advisory services, in addition to his director fees.

Certain Relationships and Related Transactions

Mr. Gaines-Cooper is the Chairman of Venner Capital S.A. (formerly LMA
International S.A.) and i1s the settlor of a trust which owns 100% of Venner
Capital S.A. Venner Capital S.A., which owns the distribution rights in Italy to

the Laryngeal Mask (used to administer anesthesia) produced by The Laryngeal
Mask Company Ltd., has awarded the distribution rights for the Laryngeal Mask in
Italy to Orthofix S.r.l., a subsidiary of Orthofix.

Effective January 14, 2003, we completed a Share Purchase Agreement to
acquire the remaining 48% minority interest in our United Kingdom distribution
company, Intavent Orthofix Limited (IOL). We purchased the 48% interest from
Intavent Limited ("Intavent") for a cash purchase price of $20,450,000. IOL
distributes Orthofix products, Laryngeal Mask products and other orthopedic
products. Concurrent with the completion of the Share Purchase Agreement, we
completed a Distribution Agreement with Intavent and a Guarantee Agreement with
Venner Capital S.A. for the supply of Laryngeal Mask products in the United
Kingdom, Ireland and Channel Islands for an initial period of seven years. Mr.
Robert Gaines-Cooper, a director of Orthofix, is a settlor of trusts, which own
a 30% interest in Intavent and a 100% interest in Venner Capital S.A. IOL has
been and will continue to be a consolidated subsidiary of Orthofix.

Arrow Medical Limited (Arrow) supplies impads for use with the A-V
Impulse System to Novamedix Distribution Limited, a wholly owned subsidiary of
Orthofix. Venner Capital S.A. owns a 30% interest in Arrow. Mr. Gaines-Cooper is
the Chairman of Venner Capital S.A. and is the settlor of a trust which owns
100% of Venner Capital S.A. In 2004, Novamedix purchased $0.8 million from Arrow
for the supply of impads.

Inter Medical Supplies, a wholly owned subsidiary of Orthofix, which
manufactures Orthofix products, rents facilities in the Seychelles from Venner
Capital S.A. under a three year lease which started in 2002. The annual rent
paid to Venner Capital S.A. is approximately $75,000.

Gregory Federico, the son of Orthofix Group President and CEO Charles
W. Federico, is the owner of OrthoPro, Inc. ("OrthoPro"), which acts as an
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independent third-party distributor for Breg. In 2004, Breg paid commissions to
OrthoPro of $841,798.46. The OrthoPro distributor relationship with Breg
predates Orthofix's acquisition of Breg in December of 2003 and commissions paid
to OrthoPro are at a rate that is generally accepted in the industry.

10

REPORT OF THE AUDIT COMMITTEE

The Audit Committee of Orthofix is responsible for providing
independent, objective oversight of Orthofix's accounting functions, internal
controls and risk management. The Audit Committee recommends the selection of
the independent auditors to the Board. The Audit Committee operates under a
written charter adopted by the Board of Directors, which was filed as an
appendix to our 2003 proxy statement and is available for review on our website
at www.orthofix.com.

Management 1s responsible for Orthofix's internal controls and
financial reporting process. The independent registered public accounting firm
is responsible for performing an independent audit of Orthofix's consolidated
financial statements in accordance with auditing standards of the Public Company
Accounting Oversight Board and to issue a report thereon. Additionally, the
independent registered public accounting firm is also responsible for auditing
management's assessment and opinion on the effectiveness of Orthofix's internal
control over financial reporting. The Audit Committee's responsibility is to
monitor and oversee these processes. The Committee relies without independent
verification on the information provided to it and on the representations made
by management and the independent auditors.

We held seven meetings during fiscal 2004. The meetings were designed,
among other things, to facilitate and encourage communication among the
Committee, management and Orthofix's independent registered public accounting
firm, Ernst & Young LLP. The Committee reviewed management's assessment of the
effectiveness of the design and operation of Orthofix's disclosure controls over
financial reporting. We discussed with Ernst & Young LLP the overall scope and
plans for their audit. We met with Ernst & Young LLP, with and without
management present, to discuss the results of their examinations and their
evaluations of Orthofix's internal controls.

We have reviewed and discussed the audited consolidated financial
statements for the fiscal year ended December 31, 2004 with management and Ernst
& Young LLP. We also discussed with management and Ernst & Young LLP
management's report and the independent registered public accounting firm's
report and attestation on Orthofix's internal control over financial reporting
in accordance with Section 404 of the Sarbanes-Oxley Act. We also discussed with
Ernst & Young LLP matters required to be discussed with audit committees,
including, among other things, matters related to the conduct of the audit of
Orthofix's consolidated financial statements and the matters required to be
discussed by Statement on Auditing Standards No. 61 (Communication with Audit
Committees) .

Ernst & Young LLP also provided to us the written disclosures and the
letter required by Independence Standards Board Standard No. 1 (Independence
Discussions with Audit Committees), and we discussed with them their
independence from Orthofix. When considering Ernst & Young LLP's independence,
we considered whether their provision of services to Orthofix beyond those
rendered in connection with their audit of Orthofix's consolidated financial
statements was compatible with maintaining their independence. We also reviewed,

17



among other things,
amount of fees paid for
determined that Ernst &

Edgar Filing: ORTHOFIX INTERNATIONAL N V - Form DEF 14A

Based upon the
to the Board of Directors,

audit and non-audit services performed by, and the
such services to, Ernst & Young LLP. The Committee has
Young LLP is independent of Orthofix and its management.

review and discussions referred to above, we recommended
and the Board of Directors has approved, that

Orthofix's audited financial statements be included in Orthofix's Annual Report
on Form 10-K for the fiscal year ended December 31, 2004. We also recommended
the selection of Ernst & Young LLP as Orthofix's independent auditors for 2005

and, based on that recommendation,

the Board has selected Ernst & Young LLP as

Orthofix's independent auditors for 2005.

The Executive Officers

Charles W. Federico

James F.

The Audit Committee
Jerry C. Benjamin, Chairman

Thomas J. Kester
Kenneth R. Weisshaar
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EXECUTIVE COMPENSATION

These are the biographies of Orthofix's current executive officers.

Gero

Chief Executive Officer, President and
Director

Mr. Federico, 56, became a Director of
Orthofix International N.V. in October 1996
and was the President of Orthofix Inc. from
October 1996 to January 1, 2002. On January
1, 2001, Mr. Federico became President and
Chief Executive Officer of Orthofix
International. From 1985 to 1996, Mr.
Federico was the President of Smith & Nephew
Endoscopy (formerly Dyonics, Inc.). From 1981
to 1