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' SECRETARY OF STATE

Certificate of Merger

I, Joan Anderson Growe, Secretary of State of Minnesota, certify that: the documents

required to ¢ffectuate a merger bctween the entities listed below and designating the surviving

3 entity have been filed in this office on the date noted on this certificate; and the qualification

T of the individual merging entities to do business in Minnesota is terminated on the ¢ffective
; date of this merger.

Merger Filed Fursuant to Minnesota Statutes, Chapter: 302A

State of Formation and Names of Merging Entities:

MN: AMERICAN MEDICAL ELECTRONICS, INC.

- MN: OTHELLO ACQUIRING CORP.

AARA RN NN AN A/\

AN

State of Formation and Name of Surviving Entity:

MN: OTHELLO ACQUIRING CORP.

Effective Date of Merger: August 21, 1995

\WAVAVAWATA

Name of Surviving Entity After Effective Date of Merger:

AANAAN S

ORTHOFIX INC.

A A A A A A XA

This certificate has been issued on: August 21, 1995

AA AN A A

‘\A}\ A

A ANN

/_.',“ 4/‘“._..4‘."1 lJ - o

/ Secretary of Stale.

ARANINAANI ARANN #
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6 '2 cjef ARTICLES OF MERGER
OF
AMERICAN MEDICAL ELECTRONICS, INC.
- INTO
OTHELLO ACQUIRING CORP.

These articles of Merger relate to the merger of American Medical Electronics, Inc. a
Minnesota corporation ("AME"), with and into Othello Acquiring Corp., a Minnesota
corporation (the "Company”).

(A) The Agreement and Plan of Merger, dated as of May 8, 1995 (the "Plan of
Merger"), in fully executed form, is attached hereto as Exhibit A.

(B) The Plan of Merger has been approved by each of AME and the Company
pursuant to Chapter 302A of the Minnesota Statutes.

DATED: Aug. 21, 1995 AMERICAN MEDICAL ELECTRONICS, INC.

By: % A
Name: Ellis A. enbogen
Title: Vice Presidant

OTHELLO ACQUIRING CORP.

By NIt/

Name: Edgar Wallner
Title: President

053392

21058 1

TRADEMARK
REEL: 002257 FRAME: 0003

A <A,



EXHIBIT A

C 5338
EXECUTION

AGREEMENT AND PLAN OF MERGER

Among

ORTHOFIX INTERNATIONAL, NV,
OTRELLO ACQUIRING CORP.
and
AMERICAN MEDICAL ELECTRONICS, INC.

.Dated May 8. 1995

89743.9/NYL3
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] ] AGREEMENT AND PLAN OF MERGER, dated as of May 8, 1995 (this
Agreement”). among ORTHOFIX INTERNATIONAL, N.V., a corporation organized
under the Taws of the Nuherlal.lds Antilles ("Paremt”). OTHELLO ACQUIRING CORP., a
Minnesota corporation and a direct, wholly owned subsidiary of Parent ("Pargnt Sub®), and
AMERICAN MEDICAL ELECTRONICS. INC.. a Minnesota corporation (the "Company").

WHEREAS, the Company, upon the terms and subject to the conditions of thi
wmmmmmum&mmcmﬁmm(-m this
Law"), will merge with and into Parent Sub (the "Merger™);

WHEREAS, the Board of Directors of the Company (i) has determined
mumumaubeumwuncmmmmug;w:
mmwmummww('xm‘)m
(ii) has recommended approval and adoption of this Agreement and approval of the Merger
by, and directed that this Agreement and the Merger be submitted to a vote of, the
sharehoiders of the Company; and

. WHEREAS, the Boards of Directors of Parent and Parent Sub (i) bave
determined that the Merger is in the best interests of Parent, Parent Sub and their
shareholders and have approved and adopted this Agreement and the Transactions and (ii) the
Board of Directors of Parent has unanimously recommended approval of the issuance of the
additiona] shares of Parent Common Stock necessary to give effect to this Agreement and the
Metgeranddirectedthatmhmmbesubminedtoavoteoftheshareholdersof?m;

NOW, THEREFORE, in consideration of the foregoing and the mutual
covenants and agreements herein contained, and intending to be legally bound hereby,
Parent, Parent Sub and the Company hereby agree as follows:

ARTICLE |

THE MERGER

SECTION 1.01. The Merger. Upon the terms and subject to the conditions
set forth in this Agreement (including Article VII), and in accordance with Miqnesotl !.aw.
at the Effective Time (as hereinafter defined), the Company shall be merged with and into
Parent Sub. As a result of the Merger, the separate corporate existence of the Company
shail cease and Parent Sub shall continue as the surviving corporation of the Merger (the
"Surviving Corporation™). The name of the Surviving Corporation shall be Orthofix Inc.

SECTION 1.02. Effestive Time; Closing. As promptly as practicable and in

2

no event later than the first business day following the satisfaction or, if permissible, waiver

89743 9/NYL3
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2

of the conditions set forth in Article VII (or such other date as ma; in writing by
w_:hoft!nepuduhereto).tkpﬂahmoswlcamthmzrzgmc?;unmm:;
filing articles ot:metzer (t!xe "Articles of Merger™) with the Secretary of State of the State of
Minnesota (the “Secretary”) in such form as is required by, and executed in accordance with
,t!lextkvamprovisiomof.Mimamhw. The term "Effective Time" means the date and
umof.thefgli.ngofﬂumluofMetxerwithdnSecmq(ormhhuﬁmeu be
w'mmbye.chofdnmmam“iﬁedmmmwm;:y

m::;l‘y’&::d:min;othMMm.aclotingwillbeheldudnilew
by Shearman & Sterling (or such other place and time as the parties may

SECTION 1.03. Effect of the Merger. At the Effective
@e_wmu.umwmmWMhmmofM&fmwm«
mq:.mofppfomm.mmmm.aﬂnmmmm
rights, privileges, immunities, powers and franchises (of a public as well as of a private
nature) of the Company and Parent Sub and all property (real, personal and mixed) of the
Cmnpany.andlfmSuhmdalldebudmloeithcrtheCompunyoermSuhonmy
mmmmm.mmmmmm.memm
mof«hbn;hgwmdnwmhof&eCmpmyMPmSumehtb
Surviving Corporation, and all debts, liabilities, obligations and duties of each of the
mmmmmmmm,mm.mmmam
SmwvmgCo:pmdonandmybeenfomedagmmnheSuwivingCorponﬁon'mmem
extent as if such debts, lisbilities, obligations and duties had been incurred or contracted by
the Surviving Corporation. The title to any real estate or any interest therein vested, by deed
or otherwise, in the Company or Parent Sub shall not revert or in any way become impaired
by reason of the Merger, and all rights of creditors and all liens upon any property of the
Company or Parent Sub shall be preserved unimpaired following the Merger.

SECTION 1.04. Wﬂmﬂhﬂ (a) At the Effective
Time. the Articles of Incorporation of Parent Sub, as in effect immediately prior to the
Effective Time, shall be the Articles of Incorporation of the Surviving Corporation until
thereafter amended as provided by law and such Articles of Incorporation, except that
Article I of the Articles of Incorporation of the Surviving Corporation shall be deemed
amended at the Effective Time by operation of this Agreement and by virtue of the Merger
without any further action by the sharcholders or directors of the Surviving Corporation, the /
Company or Parent Sub to change the name of the Surviving Corporation to Orthofix Inc. m

(b) At the Effective Time, the By-laws of Parent Sub, as in effect
imunediately prior to the Effective Time. shall be the By-laws of the Surviving Corporation
until thereafter amended as provided by law, the Articles of Incorporation of the Surviving

Corporation and such By-laws.

89743.9/NYL]
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’ . SECTION 1.05. Directors and Officers. The directors of Parent Sub
immediately prior to the Effective Time shall be the initial directors of the Surviving
Corpomioq,_cachtoholdofﬁceinaccordamewithﬂxeAniclesoflncorponﬁonandBy—hm
ofmcSnwwmg.Co:pondonumilamisebmdmdhumnliﬁedmumﬂmuﬂiu
of the death, resignation. removal or disqualification of one or more of the directors. and the
oMof@CmyidelyprhrmtheEﬂ&dnﬁmshﬂbedniniﬁﬂoM
ofﬂeSymmCmpmnﬁominenhmumﬂMmpecﬁvemmdﬂyew
gmwmmwum"pmﬂed‘ in the By-laws of the Surviving

. 935

ARTICLE 1
CONVERSION OF SECURITIES: EXCHANGE OF CERTIFICATES

: SECT[.ON 2.0i. Conversion of Securities. At the Effective Time, by virme
of the Merger and without any action on the part of Parent Sub, the Company or the holders
of any of the following shares of capital stock: :

()  Subject to the other provisions of this Section 2.01 and to Section 2.02:

@) each share of commeon stock, no par value, of the Company
("Company Common Stock”) issued and outstanding immediately prior to the
Effective Time (excluding any shares held by the Company, Parent or Parent
Sub or any other direct or indirect wholly owned subsidiary of Parent or the
Company immediately prior to the Merger (the "Cancelable Shares") and
Dissenting Shares (as defined in Section 2.05)) shall be converted into the right
to receive (A) (v) that number of shares (the "Exchange Ratio") of common
stock. $0.10 par value ("Parent Common Stock™), of Parent as shall have on
the Determination Date (as hereinafter defined) a value equal to $10 (the "Per

"y as calculated in accordance with, and subject to, Section
2.01(c), or (w) the Per Share Amount in cash, without interest, or (x) a
combination of shares of Parent Common Stock and cash, without interest,
determined in accordance with this Section 2.01 plus (B) the contingent
coniract right ("Rights") to receive (y) the Earnout (as hemfter defined), and
(2) the Bonus (as hereafter defined: the Rights, together with then
non-contingent consideration described in clause (A) above, the "Merger
Copsideration”). At the Effective Time, all such'shares of Company Common
Stock shall no longer be outstanding and automncally shall be cancelled and
cease 1o exist. and each certificate previously evidencing any spch shares shall
thereafter represent the right to receive the Merger Consideration. The
holders of certificates previously evidencing such shares of Company Common

$9743.9/NYL3
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Stock outstanding immediately prior to the Effective Time shall cease to have
any rights with respect to such shares of Company Common Stock except as
otherwise provided herein or by Minnesota Law. Such certificates previously

e evidencing shares of Company Common Stock shall be exchanged for the
Merger Consideration, without interest, in accordance with the allocation
procedures of this Section 2.01 and upon the surrender of such certificates in
accordance with the provisions of Section 2.02;

' (ii) each Cancelable Share shaii automatically be cancelled and cease
1o exist, and no Merger Consideration or other consideration shall be paid or
payable in respect of such shares; and

(ili) cach share of common stock, par value $.01 per share, of
Parent Sub issued and outstanding immediately prior to the Effective Time
shall be converted into and become one validly issued, fully paid and
nonassessable share of common stock of the Surviving Corporation at the
Effective Time, and the Surviving Corporation thereafter shall have no other
equity securities.

(b) . The aggregate number of shares of Company Common Stock to be
converted into the right to receive cash in the Merger (the "Cash Election Number®)
shall be equal to (i) 57% of (w) the number of shares of Company Common Stock
issued and outstanding immediately prior to the Effective Time less (x) the number of
Cancelable Shares (the "Exchanged Shares”), less (ii) the number of Dissenting
Shares which are not to be treated as Non-Electing Shares in accordance with Section
2.05. The aggregate number of shares of Company Common Stock to be converted
into the right to receive Parent Common Stock in the Merger (the "Stock Election
Number") shall be equal to (y) the number of Exchanged Shares less (z) the sum of
the Cash Election Number and the number of Dissenting Shares which are not to be
treated as Non-Electing Shares in accordance with Section 2.0S.

(c)  The Exchange Ratio shall be equal to the Per Share Amount divided by
the average of the closing prices of Parent Common Stock, as quoted on The National
Association of Securities Dealers Automated Quotations - National Market System
("NASDAOQ"), for the 20 NASDAQ trading days immediately preceding and
including the Determination Date (the "Average Trading Price”). The term

"Determination Date” shall mean the date which is five {5) business days (or such
greater number of days as may be required by applicable law) prior to the date of the
Shareholders’ Meeting of the Company or, if such date is not a NASDAQ trading
day, the NASDAQ trading day first immediately preceding such date.
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. (d)  Subject to the allocation and election procedures set forth in this
Section 2.01, each record holder of shares of Company Common Stock (other than
Non-Tax Election Shareholders (as hereafter defined)) immediately prior to the
Eﬂ‘egtive'l‘imewillbeemi:ledwithmpemtotheMetgerComidmﬁon(i)welectm
receive cash and Rights for all, but not less than all. of such shares (a "Cagh
Election"), (ii) to elect to receive Parent Common Stock and Rights for all, but not
less than all, of such shares (a “Stock Election”). or (iii) to indicate that such record
holder has no preference as to the receipt of cash or Parent Common Stock for such
M(ajm-;mummmmmmsmm.
tl.:e'M'). Record holders of shares of Company Common Stock shall have no
right to make elections with respect to. and no investment discretion in connection
with, the Rights. Each such record holder shall, however, receive Rights regardiess
of whether such holder makes a Cash Election, a Stock Election or a Non-Election.
Holc!mofmeordofshamofComnyCmSmckwhoholdunhshmu
mnpu.mormmmmmﬁwcapniﬁu(a'nm' "
mbmnmﬂﬁpleFomuofEleeﬁompmidedmnuhRepwmﬁveeuﬁ)ﬁ:.ydm
each such Form of Election covers all the shares of Company Common Stock held by
such Representative for a particular beneficial owner. Holders of record of shares of
Company Common Stock who are Non-Tax Election Shareholders will be deemed to
have made a Cash Election.

(6)  If the aggregate number of shares covered by Cash Elections (the "Cash
Election Shares") exceeds the Cash Election Number, all shares of Company
Common Stock covered by Stock Elections (the "Stock Election Shares®) and all
shares of Company Common Stock covered by Non-Elections (the "Non-Election
Shares") shall be converted into the right to receive Parent Common Stock, and the
Cash Election Shares shall be converted into the right to receive, in addition to the
Rights, Parent Common Stock and cash in the following manner:

each Cash Election Share shall be converted into the right to receive (i) an
amount in cash. without interest, equal to the product of (x) the Per Share
Amount and (y) a fraction (the "Cash Fraction"), the numerator of which shall
be the Cash Election Number and the denominator of which shall bc the total
number of Cash Election Shares, and (ii) 2 number of shares of Parent
Common Stock equal to the product of (x) the Exchange Ratio and (y) a
fraction equal to one minus the Cash Fraction.

()  If the aggregate number of Stock Election Shares exceeds the Stock

Election Number, all Cash Election Shares and all Non-Eleqtion Shares shall be
converted into the right to receive cash, and the Stock !-:lecuon Shares shall bes )
converted into the right to receive, in addition to the Rights. Parent Common Sto¢

and cash in the following manner:
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each Stock Election Share shall be converted into the right to receive (i) a
number of shares of Parent Common Stock equal to the product of (x) the

- Exchange Ratio and (y) a fraction (the "Stock Fraction”), the numerator of
which shall be the Stock Election Number and the denominator of which shall
bgdrtqtalmberomeckElectionSham.and(ii)mammincub,
mm.qwmmmof(x)mmsmmmu)a
fraction equal to one minus the Stock Fraction.

'- ® lnthcevm}dmmithuSectionZ.Ol(e)norSectionZ.Ol(f)aboveis
mm.mmmmmummmuﬁmmmmm
all Stock Election Shares shail be converted into the right to receive Parent Common
chk..miﬂleme-EleedouSImashnbeconmndmmeﬁﬂlmmeeive.in
addition to the Rights. Parent Common Stock and cash in the following manner:

uchNop-Election.Shareshaubeconvenedimodnrightwmeive(i)m
amount in cash, without interest. equal to the product of (x) the Per Share
Amoumt and (y) a fraction (the "Non-Election Fraction”), the numerator of
which shall be the excess of the Cash Election Number over the total number
of Cash Election Shares and the denominator of which shall be the excess of
(A) the number of Exchanged Company Shares over (B) the sum of the total
mumber of Cash Election Shares and the total number of Stock Election Shares
and (ii) a oumber of shares of Parent Common Stock equal to the product of
gt)m_eExchangeRaﬁoand(y)afracdoneqmltoonemimutheNon-Elecﬁon
ractaon.

(h)  All Elections shall be made on a form designed for that purpose, which
shall include a letter of transmittal (a "Form of Election"). Elections shall be made
by holders of Company Common Stock by mailing to the Exchange Agent (as
hereafter defined) a Form of Election, which shall specify that delivery shall be
effected, and risk of loss and title to any Certificates (as hereinafter defined) shall
pass, only upon proper delivery of the Certificates to the Exchange Agent and shall be
in such form and have such other provisions as Parent may reasonably specify. All
Certificates so surrendered shall be subject to the exchange procedures set forth in
Section 2.02(b). To be effective, a Form of Election must be properly completed,
signed and submitted to the Exchange Agent and accompanied by the Ceniﬁc_:ates as
to which the election is being made. Parent will have the discretion, which it may
delegate in whole or in part 10 the Exchange Agent, to determine whether Forms of
Election have been properly completed. signed and submitted or revoked and to
disregard immaterial defects in Forms of Election. The de;isi.on of Parent (or the
Exchange Ager) in such maters shall be conclusive and binding. Neither Parent nor
the Exchange Agent will be under any obligation to notify any person of any defect in
a Form of Election submitted to the Exchange Agent. The Exchange Agent shall also
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make all computations contemplated by this Section 2.01 and all such computations
M be conclusive and binding on the holders of Company Common Stock absent
manifest error. The Form of Election and the Certificates must be received by the
Excha‘ngeAgembymecloseofbmiImsonmehstbushmsdaypﬁormn:
Effective Time (the “Election Deadline”) in order to be effective. An election may be
m,m@ywmmmimwmmmmwu
ElecuonDudlme Upon any such revocation, unless a duly completed Election
Form, accompanied by a Certificate, is thereafter submitted in accordance with this
mm),mmmummuNmmm. In the evert
Mm:Ammmwdmmmepmvmwmm
Certificates have transmitted to the Exchange Agent pursuant to the provisions
hereof, such Certificates shall promptly be remarned without charge person
submitting the same. ¢ to e

(i) For the purposes hereof, a holder of C Common
doeantmheavalidﬂecuon’ prior to the Election Deadhnemlmmdmg 's::c:r::ltof
mvocwon.slullbgdeunedtohlvemldeahlon-ﬁlecdon. If Parent or the Exchange
Agent shall determine that any purported Cash Election or Stock Election was not
properly made, such purported Cash Election or Stock Election shall be deemed to be
of no force and effect and the sharchoider making such purported Cash Election or
Stock Election shall for purposes herecof be deemed to have made a Non-Election.

G4) Parent and the Company shall mail the Form of Election to each person
who is a holder of record of Company Common Stock on the record date for the
Company's Shareholder Meeting (as defined in Section 6.02) and shall each use its
best efforts to mail the Form of Election to all persons who become holders of
Cormpany Common Stock during the period between (i) such record date and (ii) the
date seven calendar days prior to the anticipated Effective Time and to make the
Form of Election available to all persons who become holders of Company Common
Stock subsequent to the date described in clause (ii) and no later than the close of
business on the business day prior to the Effective Time.

(k) Notwithstanding anything to the contrary provided in Section 2.01(a),
each share of Company Common Stock, if any, that has been acquired by the
Company and is subject to an outstanding pledge by the Company immediately prior
10 the Effective Time to secure the future payment of the purchase price therefor and
each share of Company Common Stock. if any, owned by Parent. Parent Sub or any
other direct o: indirect wholly owned subsidiary of Parent or of the Company
immediately prior to the Effective Time shall be deemed to be a Cancelable Share and
shall be cancelled and cease 1o exist and no payment shall be made with respect

thereto.
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1)) If between the date of this Agreement and the Effective Time the
outstanding shares of Parent Common Stock or Company Common Stock shall have
_been changed into a different number of shares or a different class, by reason of any
stock dividend, reclassification, recapitalization, split, division, combination or
exchange of shares, the Exchange Ratio and the Per Share Amount shall be
correspondingly adjusted to reflect such stock dividend. reclassification,
recapitalization, split, division, combination or exchange of shares.

(m) Iftl.)enxopiﬁonmfemdminSeedonlOl(d)cambemudeted(u
reasonably determined by Baker & McKenzie and reasonably concurred in by
Shgnmnn&Stcﬂing)uareuhof(heMugerpommhﬂyﬁﬂin.touﬁsfycomimity
MmWMWMMmMMm
reorganizations under section 368(a) of the Code, then Parent shall, on a pro rata
basis, reduce to the minimum extent necessary to enable such tax opinion to be
mﬂgred.ﬂummbuofCashEleaionShamandinctusethemberomeck
ElgcgonSharesbyurmmhmnnmmberofmhshammcesarytomﬂermchm
opinion.

SECTION 2.02. Exchange of Certificates. (a) Exchange Ageni. As of or
before the Effective Time, Parent shall deposit, or shall cause to be deposited, with a bank
or trust company organized under the laws of, and having an office in, the United States or
any state thereof and designated by Parent and not unreasonably disapproved of by the
Company (the "Exchange Agent”). for the benefit of the hoiders of shares of Company
Common Stock, for exchange in accordance with this Article I, through the Exchange
Agent, (i) certificates evidencing such number of shares of Parent Common Stock equal to
the Exchange Ratio muitiplied by the Stock Election Number and (ii) cash in the amount
equal to the Per Share Amount multiplied by the Cash Election Number (such certificates for
shares of Parent Common Stock, together with any dividends or distributions with respect
thereto, and cash. being hereinafter referred to as the "Exchange Fund®). The Exchange
Agent shall, pursuant to irrevocable instructions from Parent, deliver the Parent Common
Stock and cash contemplated to be issued pursuant to Section 2.01 out of the Exchange Fund.
The Exchange Fund shall not be used for any other purpose; provided, however, that the
Exchange Fund may be invested by the Exchange Agent, pursuant to instructions from
Parent, in obligations of or guaranteed by the United States of America or any agency
thereof and backed by the fuil faith and credit of the United States of America, in
commercial paper obligations rated A-1 or P-1 or better by Moody's Investors Services, Inc.
or Standard & Poor's Corporation, respectively, or in deposit accounts, certificates of deposit
or banker's acceptances of. repurchase or reverse repurchase agreements with, or Eurodollar
time deposits purchased from. commercial banks located in the United States with capital,
surplus and undivided profits aggregating in excess of $75 million (based on the most recent
financial statements of such bank which are then publicly available at the SEC or otherwise);
provided further that any such investment or resuiting payment of earnings shall not delay the
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receipt by holders of shares of Company Common Stock of the Merger ideration
otherwxsq impair such holders’ respective rights hereunder. In thec:gvemct:'e's gxcchangeo;und
shall realize a loss on any such investment, Parent shall promptly ihereafter deposit in such
ExchgggeFuqdc.ashingnammmmffmicmwemblethxcmngeFuMmuﬁsfyan
mmngoblng;uonsongknﬂycommphmdtobepaidmuofuntExchngeFmﬂ Any
net profit resulting from, or interest or income produced by, smhinvunnemslnlliae
payable to the Surviving Corporation or Parent, as Parem directs.

()  Exchange Procedures. As soon as reasonsbly practicable afier
MT&, lfmmll}nnfuameExchngeAmmmaﬂmuchhouerofm?mon
mmormmmmmwmmwmm
outstanding shares.ofCompany Common Stock (other than Dissenting Shares and Cancelable
S_lmes) (the "Certificates”) and who did not make a valid Election pursuant to Section 2.01
(i) a letter of transmittal and (i) instructions for use in effecting the surrender of the
Certificates in exchange for certificates evidencing shares of Parent Common Stock or cash
Upon surrender of a Certificate for cancellation w the Exchange Agent together with such
lemroftransmitt.al. duly executed, and such other customary documents as may be required
pursuant to such instructions, the holder of such Certificate shall be entitled to receive in
excmgeumforpumrgexmmmmmuucwﬁummmmm
becgmelled. Su!pectto Section 2.02(i), under no circumstances will any holder of a
Certificate be entitled to receive any part of the Merger Consideration until such holder shall
have surrendered such Certificate. In the event of a transfer of ownership of shares of
CompanyCoymonSmckwhkhisnotmgisueredinﬂnmnsferrwordsofﬂnCompmy the
MagﬂComnflemionmaybepaidinaccordmwimmkAniclenmthemfuuifﬁn
Certificate evidencing such shares of Company Common Stock is presented to the Exchange
Agent, accompanied by all documents required to evidence and effect such transfer and by
evidence that any applicable stock transfer taxes have been paid. Until surrendered as
contemplated by this Section 2.02 (but subject to Section 2.05), each Certificate shall be
deemed at any time after the Effective Time to evidence only the right to receive upon such
surrender the Merger Consideration. No interest shall be paid on the Merger Consideration.

© Distributions with Respect to Unexchang Parer

Stock. No dividends or other distributions declared or made after the Effective Time with

« to Parent Common Stock with a record date after the Effective Time shall be paid to
the holder of any unsurrendered Certificate with respect 10 the shares of Parent Common
Stock evidenced thereby, until the hoider of such Certificate shall surrender such Certificate.
Subject to the effect of applicable laws, following surrender of any such Certificate, there
shall be paid to the holder of such Certificate. in addition to the Merger Consideration as
provided in 2.02(b), without interest. the amount of dividends or other distributions with a
record date after the Effective Time theretofore paid with respect to the whole shares of

Parent Common Stock evidenced by such Centificate.
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@ No Funther Rights in Company Common Stock. All Merger
Consideration issued or paid upon conversion of the shares of Company Common Stock in
acqordangwimdwmhereofshaﬂbcdeemedmhavebeenisnwdorpﬁdinﬁul
satisfaction of all rights pertaining to such shares of Company Common Stock.

(¢) No Fractional Shares. (i) No certificates or scrip evidencing fractional
slmgsomeCommonchkshnbeisandupmdnameuderforexchngl?f
Cemt_iam.andanhﬁ:cﬁomlﬂmzhmmwﬂlmemiﬂednommueofmvomorw
any rights of a sharcholder of Parent.

(ii) As soon as practicable after the Effective Time, the Exchange Agent
zuhosﬂl“mhfncdomlmm‘.asagemoftheholder.andmmitsuchpmeeedsm

(0  Termination of Exchange Fund. Any portion of the Exchange Fund
which remains undistributed to the holders of Company Common Stock for one year after the

Effective Time shall be delivered to Parent, upon demand, and, subject to Section 2.02(g),
any hoiders of Company Common Stock who have not theretofore complied with this Article
HMMMIMOMytomeordemﬂComidenﬁonmwhkhmeym

(@  No Liability. Neither Parent nor the Surviving Corporation shall be
liable to any holder of shares of Company Common Stock for any shares of Parent Common
Stock or cash (or dividends or distributions with respect thereto) delivered to a public official
pursuant to any applicable abandoned property, escheat or similar law.

()  Withholding Rights. Parent shall be entitled to deduct and withhold
from the consideration otherwise payable pursuant to this Agreement to any holder of shares
of Company Common Stock such amounts as Parent is required to deduct and withhold with
respect to the making of such payment under the Internal Revenue Code of 1986. as amended
(the "Code"). or any provision of state, local or foreign tax law. To the extent that amounts
are so withhald by Parent, such withheld amounts shall be treated for all purposes of this
Agreement as having been paid to the holder of the shares of Company Common Stock in
respect of which such deduction and withholding was made by Parent.

(i) Lost Centificates. If any Certificate shall have been lost, stolen or
destroyed, upon the making of ar. affidavit of that fact by the person claiming such
Certificate to be lost, stolen or destroyed and. if required by the Surviving Corporation, the
posting by such person of a bond in such reasonable amount as the Surviving Corporation
may direct as indemnity against any claim that may be made against it with respect (o such
Certificate. the Exchange Agent will issue in exchange for such lost, stolen or destroyed
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Centificate the Merger Consideration payable. and unpaid dividends and distributi
shares of Parent Common Stock deliverable in respect thereof pursuant to this A;m.

 SECTION 2.03. Stock Tranafer Books. At the Effective Time, the

. » the stock

transfer books of the Company shall be closed and there shall be no further registration of
mmfmofdmofpompmyComonchkmemﬁeronthemordsofﬂnComny.
On or after the Effective Time, any Certificates presented to the Exchange Agent or Paremt
for any reason shall be converted into the Merger Consideration.

SECTION 2.04. S Wa . and other Rights 10 Compan
Common Stock. (a) All options (the " ions”) outstanding, whether .
exercisable, whether or not vested, andwlndmornmpu)fwmme-bu'ed aumn
Time under the Company’s lmlmeuiveSmcl:OpﬁonPlan.uamﬂui and 1990
Incentive Plan, as amended (collectively, the *Company Stock Oction Plans"), shall remain
outstanding following the Effective Time. At the Effective Time, the Company Options
shall, by virwe of the Merger and without any further action on the part of the Company or
Ehehok_lertlmeof. be assumed by Parent in such manner that Parent (i) is a corporation

assuming a stock option in a transaction to which Section 424(a) appliéd” within the

meaning of Section 424 of the Code or (ii) to the extent that Section 424 of the Code does
nmmlyloapyﬂnhCompanyOptiom. would be such a corporation were Section 424 of
d:eCodeapphcabletomch.Compmy Options. From and after the Effective Time, all
refgmx:atod:eCpmpany in the Company Stock Option Plans and the applicable stock
option agreements issued thereunder shall be deemed to refer to Parent, which shall have
assumed lheComl_nny Stock Option Plans as of the Effective Time by virtue of this
Agreement and without any further action. Each Company Option assumed by Parent (cach
a "Substitute Option™) shall be exercisable upon the same terms and conditions as under the
applicable Company Stock Option Plan and the applicable option agreement issued
thereunder. except that (A) each such Company Option shall be exercisable for, and
represent the right to acquire. that whole number of shares of Parent Common Stock
(rounded up or down 1o the nearest whole share) equal to the number of shares of Company
Common Stock subject to such Company Option multiplied by the Exchange Ratio, pius a
pumber of Rights equal to the number of shares of Company Common Stock subject to such
Company Option; (B) the option price per share of Parent Common Stock shall be an amourt
equal tc the option price per share of Company Common Stock subject to such Comm
Option in effect immediately prior to the Effective Time divided by the Exchange Ratio (the
option price per share, as so determined. being rounded upward to the nearest full cent); and
(C) with respect to any Company Option which is pcrfonname-base.d. the performance
targets may be adjusted following the Effective Time in the good faith judgment of the Board
of Directors of Parent. taking into account the recommendation of Messrs. Schwaim and
Clifford. 10 fairly reflect the impact. if any, of the Transactions. No payment shall be made
for fractional interests. If, after the Effective Time. Earnout or Bonus payments arc made
while a Substitute Option is outstanding, then upon exercise of that Substitute Option such
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option holder shall be entitled to receive the value of any Eamnout or Bonus payments

3 - m
whlchsuch'opnogholder would have been entitled to receive if such Substiul:e Option had
been exercised prior to the date of such payment. Such pro-rata share of an Eamnout or

Bonus payment allocable to a Company Option holder will be determined Review
Committee pursuant to Section 6.18. oy the

(®)  As soon as practicable after the Effective Time, Parem i
mhhyﬂqdmmmmwomonmmmmfﬁ.::ﬂlmm
holder’s rights pursuant thereto and such Company Option shall continue in effect on the
memmnﬂgodiﬂomn(imm:nylmpmviﬂom.mdmbjeumme
WWWNWZ.NMMM&MMW). Parent shall
oomlyynhdnmmsotaﬂsnhComyOpﬁommdm,mdnmmquﬁedby
and subject 1o the provisions of. the Company Siock Option Plans that Company Options
M'Wammmmmmamcmmmm
Eﬂemvefumcoquudifguimmivemckopdomaﬁctdnﬂfecﬁveﬂm.
Parent shall take all corporate action necessary to reserve for issuance a sufficient number of
shares of Parent Common Stock for delivery upon exercise of Substitute Options pursuant to
thewrmnetfon".i.nthisSectionz.m. As of the Effective Time, the shares of Parent
ComwnSmckl.uhj.eawCompanyowommdnnemployeestockmmphnwbe
adopted by the surviving Corporation will be covered by an effective registration statement
mFomS-s(or!nyamorfom)oruwMappmpmteformandeslnlluseiu
best efforts to maintain the effectiveness of such registration statement or registration
m{or.mlonguSnbsﬁmeOpﬁommianndingorMOmeCompmy
Stock remain issuable pursuant to the Surviving Corporstion’s employee stock purchase plan.
In addition, Parent shall use all reasonable efforts to cause the shares of Parent Common
Stock subject to Company Options and the employee stock purchase plan to be adopted by
the Surviving Corporation to be listed on NASDAQ.

(¢)  The warrants to acquire 320,000 shares of Company Common Stock
(the "Warranss") referred to in Section 3.03 hereof shall remain outstanding following the
Effective Time. At the Effective Time, the Warrants shall, by vire of the Merger and
without any further action on the part of the Company or the holder thereof, he exercisable
upon the terms and conditions of each applicable agreement providing for a Warrant. Each
Warrant from and after the Effective Time (each a *Substitute Warrant") (i) shail be
exercisable for, and represent the right to acquire, that whole number of shares of Parent
Common Stock (rounded up or down to the nearest whole share) equal to the number of
shares of Company Common Stock subject to such Warrant multiplied by the Exchange
Ratio, plus a number of Rights equal to the number of shares of Company Common Stock
subject to such Warrant: and (ii) the exercise price per share of Parent Common Stgck shall
be an amount equal to the exercise price per share of Company Commecn Stock subject to
such Warrant in effect immediately prior to the Effective Time divided by the Exchange
Ratio (the exercise price per share. as 50 determined. being rounded upward to the nearest
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full cent). Prior 10 the Effective Time, Parent shall assume by written instrument. executed
and maiicd to the holders of the Warrants, at the last address of such holders appearing on
the books of the Company, the obligation to deliver 10 such holders such shares of Parent
CounqonSuck.as.inwcordamewiﬁﬂanmmmdmisAmmmldmmy
be entitled to purchase. If, after the Effective Time, Earnout or Borus payments are made
while a Substitute Warrant is ing. the exercise price of that Substitute Warrant shall
begadnqedbythevalueof payments to which such warrant holder would have been
entitled if such Substitute Warrant had been exercised prior to the date of such payment.
Mdeabmnmmmthwanmwiuh
determined by the Review Committee pursuant to Section §.18.

(d)  The righes (the "Osiogenics Rights® i i

shares of Company Common Stock phus (ii) an undetermined ) mmu u‘:f“pmw ('Z,flcmm’m ,
Common Stock reserved for future issuance for no additional consideration pursuant to the
Agreement and Plan of Reorganization, dated October 5, 1994, among the Company,
Osteogenics Inc. ("Osteogenics”) and Gina Mangone 1992 GST Trust, Michael Mangone
1992 GST Trust, Joseph Mangone 1992 GST Trust and Elizabeth Mangone 1992 GST Trust
a5 amended (the *Reorganization Agreement”), shall coninve in full force and effect
following the Effective Time, except that such Osteogenics Rights shall i

. represent the right to
receive shares of Parent Common Stock. At the Effective Time, by virtue of the Merger and
withunapyﬁnthetacﬁononmepanoftheCompmyorthcholderw. (A)the
Osteogenics Rights specified in (i) above shall represent the right to receive up to that whole
pumber of shares of Parent Common Stock (rounded up or down to the nearest whole share)
e:rnlmmemmberofsharesofCompmyCommonchksubjectmthmgeniu
Rights multiplied by the Exchange Ratio, and (B) the Osteogenics Rights specified in (ii}
above shall represent the right to receive shares of Parent Common Stock having an
aggregate Market Value (as such term is defined in the Reorganization Agreement, but
referring to Parent Common Stock instead of Company Common Stock) of $3,023.125
determined as of the Trigger Date (as such term is defined in the Reorganization
Agreement). If Parent Common Stock is issued for the Osteogenics Rights specified in (i)
above (prior to which time, such Osteogenics Rights shall be referred to as "Detenninable
QOsteogenics Rights"), the holders of such shares of Parent Common Stock shall be entitled to
receive their pro-rata share of any Earnout or Bonus payments made before or after such
issuance. If, after the Effective Time, Earnout or Bonus payments arc made while
Determinable Osteogenics Rights are outstanding, the holders of such Determinable
Osteogenics Rights shall, upon their conversion, be entitied to the value of any gaymems t0
which such holder would have been entitled if such Determinable Ostcogenics Rights had
been converted prior to the date of such payment. Such pro-raia share pf any Eamopt or
Bonus payment allocable to a Determinable Osteogenics Right holder will be determined by

the Review Committee pursuant to Section 6.18.
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‘ SECTION 2.05. Disseming Shares. (a) Notwithstanding a. visi
thlsAgreemcm_ to the contrary, any issued and outstanding shares of (lfl::npmyy prgomonof
Stockwhlchareheldbyshareholdersnfﬂ:eCompanywhoshaﬂhavenmvotedinfavorof
theMetgeundwho:hllhaveﬁledwidnheComny.priortotlnnkingofmevoteofm
shaml!ouemofdnCmyontheMm.awﬁmmdceofimmmdemndpaymof
ummg«mmwcmc@mnsmm.mmmofmum
shall make writien demand for payment of.the fair value of such shares in accordance with
ywmmmmm.ofumuw(m.m
m')Mmumm«qummmMm

anhshamomeyCchkundetSecdonM4730me-hw

. shall
therguponbedecnwdwhanbeenconvawdhno.uoftheEﬂectiveTm.thedghtw
feeewemeMerzerConsidcuﬁonuifmhshammeon-EhcﬁonSm. without any
interest thereon, upon surrender. in the manner provided in Sections 2.01 and 2.02, of the
CmﬁcammamﬁummafomeﬂywﬁemedmhshmofComnyCmSmk.

(b)  The Company shall give Parent (i) prompt notice receipt
Company, at any time prior to the Effective Time, of any mofhm;mt:demandb;lg::em
of the fair value of shares of Company Common Stock in accordance with Section 302A.473
of Minnesota Law and withdrawals of any such notice and (ji) the opportunity to participate
in all negotiations and proceedings with respect to demands for fair value under
Section 302A.473 of Minnesota Law. The Company shall not, except with the prior written
consent of Parent, make any payment with respect to any demands for the fair value of
shares of Company Common Stock or offer to settle or settle any such demands.

SECTION 2.06. Contingent Pavment Rights. (a) Definitions.

"AME Products”, means products of the Surviving Corporation which were
included in the most recent price list of AME published prior to the Effective Time, products
which are derived from Company Intellectual Property as it exists as of the date hereof or
acquired prior to the Effective Time, and products of third parties. the distribution or license
rights for which are acquired by the Surviving Corporation after the Effective Time without
payment of any upfront consideration, and shall exclude Orthofix Products and any products
the rights to which were purchased or acquired for value (including through the payment of
purchase price, pre-paid royalties or advance fees) by the Surviving Corporation, but
includes any such new product as the Review Committee reasonably may determine should
be included as an AME Product for purposes of this Agreement.
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"AME Revermes™, for any period. means the Gross Revemues of Surviving
Corporation and its consolidated Subsidiaries derived from (i) the sale, remtal or use of A;E

Products or (ii) the license, sublicense orotheruseofCompmylmenecmalPropeny i
exisnuofdndatehemforumeﬁﬂecﬁvefm.dmingmm. =t

“"Bonua®. means the contingent contract ri to recei Pro-raia share
paymeuofupmsumﬂﬂmubuhtedmdummdgﬁbedinvsee;bnz.os(d). ors

"Combined Reverues®, means, for any period, the
mmmmmammmc«:mmmgﬂm&mm

"Maximum Bogus®, means $12 million in the aggregate over the life of the
Bon;s,nmxidgdtbuuhammmshallbemducedbyﬂwamwmofﬂlhou&paymm
previously made pursuant to this Section 2.06.

"Maximum Earmnoyt”, means $6 million in the aggregate over the life of the
Earqout.midﬂﬂmwchmmshallkreducedbyﬂnamoumofall Earnout payments
previously made pursuant to this Section 2.06.

. "Net Income”. during any period. means net income after taxes of the
Surviving Corporation for such period. determined in accordance with U.S. GAAP applied
on a basis consistent with the past practice of AME.

"Orthofix Products”, means products of Orthofix and its subsidiaries (other
than the Surviving Corporation) which are distributed or licensed by AME, or after the

Effective Time, the Surviving Corporation.

“Qrthofix Revenyes”, for any period, means the Gross Revenues of AME, or,
after the Effective Time, the Surviving Corporation derived from the sale, rental or use of
Orthofix Products during such period. For the period snding December 31, 1995, Orthofix
Revenues shall be deemed to include $20,000.000 in Gross Revenue in respect of sales of

Orthofix Products by the former distributor thereof.
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*, means a date within 30 days of the date the Revi mmitee
approves the calculation of the Earnout or Bonus payments. tew Co

' - 'W'maholderofmomdeMEComonSmk
Emcnvgfm(excepﬁngmmuuswhomvﬂidlyemkedmdrdm?tn!‘;s
ulﬂuM.mne_mL_nwam?mepdnnghkahm)maholderofOpdomme
mndmgwmmdmlypmwmemeqiveTmewhohuexmiudSuhmOpdmu
Substitute Warrants or a holder of Osteogenics Ri described in Section i

been issued Parent Common Stock. s described In 204D who bas

(i) The Maximum Eamout (or, in the event of any prior partial payment
the Earnout pursuant to paragraph (ii) below, any remaining Enmo?nm - mof
first to occur of any of the following: ) shall be paid e

(A) if Combined Revenues for the year ending December 31, 1995 are i
L . 5
excess of $73 million and AME Revenues for such year are at lcast $36 million; "

(B) if Combined Revenues for the year ending December 31, 1996 are i
excessofS?SmillbnandAMERemformchywmulustSBémillion::

(C) if Combined Revenue for the year ending December 31, 1997 are in
excess of $83 million and AME Revenues for such year are at lcast $30 million.

Ometthaxnnum Earnout is paid pursuant to this section, any other section or any
combination thereof, no further Earnout is payable pursuant to this Agreement.

(ii) A portion of the Earnout payable pursuant to this Section 2.06(b) (or, in
the event of any prior partial payment of the Earnout pursuant to this paragraph, a portion of
any remaining Earnout) is payable for the calendar year ending December 31, 1996 or
December 31, 1997, provided that the AME Revenue Minimum is met for such year, the
amount of which shall be determined by multiplying the unpaid Maximum Eamout then
available for payment by a fraction, the numerator of which is the difference between (A) the
Combined Revenues for such period less the Revenue Minimum for such period and (B) the
denominator of which is the difference between the Revenue Target for such period and the
Revenue Minimum for such period. For purposes of applying the foregoing formula, the
"Revenue Minimum" is equal to Combined Revenues of $72.9 million and $76.9 million, the
" AME Revenue Minimum" is equal to $33 million and $30 million, and the "Revenue
Target" is equal to $78 million, and $83 million, respectively, for each of the calendar years
ending December 31, 1996 and 1997, respectively. If Combined Revenue is less than the
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Revenue Target in 1996, the amount of such revenue shortfall shall be added to and increase
the amount of the Revenue Target in 1997. l

() Calculation of Earnout based on Revermes

(i) The Maximum Earmout (or, in the event of any prior partial payment of

the Earnout pursuant to paragraph (ii) below, remaining Earnout) shall i
first to occur of any of the following: i ) be paid upon the

(A) if AME Revemues for the ing December 31
$41 million: year ending » 1995 are at least

B) if AME Revenues for the ing December 31, 1996
$42 million; or year ending . are at least

(©)  if AME Revenues for the year ending December 31, 1
$43 n.ill year ending . 1997 are at least

(id) f\pord?noftheﬁamnpayzblepumummthissmz.wc)(or.in
thcevem'ofmyprwrpumﬂpaymofthe&mupumnnmmismmh.aporﬁouof
any remaining Earnout) is payable for the calendar year ending December 31, 1996 or
December 31, 1997, provided that AME Revenue is at least $36.9 million for each such
yur.theamouuofwhkhshdlbedaeminedbymuﬁplym;dnmidmm
then available for payment by a fraction, the numerator of which is the difference between
(A)theAMERevemesformchperiodlmSB&.9millionand(B)thedenomimtorofwhich
is the difference between $42 million (in the case of 1996) or $43 million (in the case of
1997) and $36.9 million. If AME Revenue is less than the $42 million in 1996, the amount
of such revenue shortfall shall be added to and increase the amount of the $43 million in

AME Revenue which must be obtained in 1997.

(@  Calculation of Earnout based on Net Income. (i) The Maximum

Earnout (or, in the event of any prior partial payment of the Earnout pursuant to Section
2.06(b)(ii) or Section 2.06(c)(ii), any remaining Earnout) shall be paid upon the first to occur

of any of the following:
(A) Net Income for the year ended December 31, 1995 shall be at least
$3.5 million;

(B)  Net Income for the year ended December 31, 1996 shall be at least $5

million: or
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(C) cumulative Net Income for the two-year period ended December 3
1997 shall be at least $11.5 million, -

20&;) (ii) No pro-rata portion of the Earnout will be payable under this Section

(iif) Any Eamout paymemts, without regard to whether such payments
diseribused in cash or Panens Commen Stack. shall be made on the applicable Payout Date
and shall reflect interest eamed on the value thereof at a rate equal to the rase received by
Parent from time to time on its cash balances on deposits with ABN AMRO Bank (or, if
Parent no ionger banks with ABN AMRO Bank as of the applicable Payout Date, the rate it
would be receiving if it still were doing s0) from the Effective Date to the Payout Date.

(¢  Calculation of Bogus Payments. (i) The amount of
be made shall be determined as follows: ) of Boous payments to

(A) for the year ending December 31, 1995, provided that Orthofix
Revem.mforawhywweteawﬂzmiﬂion.mammmequﬂm(i)theemof
gombtmdkevemfornwhywovermmiﬂion,muhipﬁedby(ﬁ)ﬂnsouu

(B) for the year encing December 31, 1996, provided that Orthofix
Revenues for such year were a. least $36 million, an amount equal to (i) the excess of
cumulative Combined Revenues for the two-year period then ending over $151
million, multiplied by (ii) the Bonus Factor; or

(C) for the year ending December 31, 1997, provided that Orthofix
Revenues for such year were at least $40 million, an amount equal to (i) the excess of
cumulative Combined Revenues for the three-year period then ending over $234
million, muitiplied by (ii) the Bonus Factor.

(i) Once the Maximum Bonus is paid pursuant (o this sec:_io'n. no further
Bonus is payable pursuant to the Agreement. For purposes of this section, Bomus Factor
means 1.164383562.

(iii) Bonus payments made pursuant to this Section 2.06(c) shall be made on
the Payout Date.

® The aggregate consideration payable in respect of any Earnout or Bonus

payout shall be payable 43% in Parent Common Stock and 57% in cash (subject 0 the last

i i i Record Holder which received
nce of this paragraph); provided, however, that (i) each Rec ;
sxlexemnon-comingel:n pgnion of the Merger Consideration entirely in cash shall receive Earnout
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or Bonus payments in cash, (ii) cach Record Holder which received the non-contingent
por_nonoftheMergerComidemionemirerinshamomeCommonSxockwillreeeive
Ear.mntor'Boms payments _insluresof?atentCouunon Stock, and (iii) each Record Holder
which received the non-contingent portion of the Merger Consideration in a combination of
nsh_andshamofthomonchk.andauReeordHoldenwhobecameemhhdm
receive Earnout or Bonus payments upon exercise of Substitute Options or Substitute
ym.mmmmdmc@mnsmmrmwmmm
mSectmz.O«d)(i).shallreceiveeithetallcuh,onllshuuofthomonSmck.
such allocation to be made by lot in a manner to be determined by the Review Committee
mmmmmamammm»ummm'
with any Earnout or Bonus payout, such shares shall be valued at the Average Trading Price
ﬁmmwudmmmmmwmmm.
Nmmmmmmmmw.mwmamam
Common Stock to be issued in connection with any Earnout or Bonus payout shall be limited
to the lessor of (i) the product of (x) two. multiplied by (y) $7.740,000 divided by the
AverageTradingPrice.or(ii)anamumequalwthcmmberofsharesofParemCommon
Stock issued to holders of Company Common Stock at the Effective Time.

) 'Fractional share intcrests payable in connection with any Earnout or Bonus
;ﬂlbeaggregawdandsoldinﬂnmrkm,whhdwpmeedsbemmmdwmmm
olders.

(@) Merger or Consolidation of Parent. In the event of (i) a consolidation
or merger of Parent with or into another corporation in which Parent is not the surviving
corporation, or (ii) a merger in which Parent is the surviving corporation but the shares of
Parent's capital stock outstanding immediately prior to the merger are converted by virme of
the merger into other property, whether in the form of securities, cash or otherwise, of
(iii) in case of any sale of all or substantially all of Parent’s assets to another corporation
(each of the events described in (i), (i) or (iii) above being a "Subsequent Combination™).
then, as a condition of such Subsequent Combination, lawful and adequate provision will be
made whereby each holder of Rights will thereafter have the contingent right to receive upon
the payment of any Earnout or Bonus (x) the cash portion of such Earnout or Bonus and/or
(y) the kind of stock and other securities and property (including, without limitation. cash)

id in connection with the Subsequent Combination which, based upon the fair market vatue
of such stock and other securities and property (including. without limitation, cash) on the
date of such Earnout or Bonus, would have a value equal to the portion of such Earnout or
Bonus which would have been paid in Parent Common Stock prior to the Subsequent

Combination.

§9743.9/NYL3

TRADEMARK
REEL: 002257 FRAME: 0032



-

ARTICLE II
- —  BEPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as set forth in the Disclosure Schedule delivered b, ompany

- - - » ywc m
aznedbyﬂnCma"nyaMhm.lfondemﬁumnpﬁormtheemuﬁonmddeﬂmof
this Agreement (the "Company Disclogure Schedule®), which shall identify exceptions by
mwm.ucmeMwmmmmm

and each SECTION 3.01. Organization and Oualification: Subsidiaties. The Company
ach subsidiary of the Company (a "Subsidiary”) is a i
mymmmwmumofmﬁmmﬁmw
ummmmmwm.mammmsmsm of the
Cmswmw.mmgovmm approvals to own, lease and
mnmpmadmcanyoniubusimuasitisnowheingcondmmd. except where
the failure to be so organized. existing or in good standing or to have such power, authority
and governmental approvals would not have individually or in the aggregate a Material
Adverse Effect. As used in this Agreement, the term "Material Adverse Effect” means with
mpeamanypm,anychancemeffeamnisorismsomblylikelymbemmrmu
admtolheﬁmmulcondmon business or results of operations of such person and its
subsidiaries, taken as a whole. The Company and each Subsidiary is duly qualified or
licensed as a foreign corporation to do business. and is in good standing, in each jurisdiction
where the character of the properties owned, leased or operated by it or the nature of its
business makes such qualification or licensing necessary, except for such failures to be so
qualified or licensed and in good standing that would not, individually or in the aggregate,
have a Material Adverse Effect. As of the date hereof, a true and complete list of all
Subsidiaries, together with the jurisdictior of incorporation of each Subsidiary and the

ge of the outstanding capital stock of each Subsidiary owned by the Company and
cach other Subsidiary, is set forth in Section 3.01 of the Company Disclosure Schedule.
Except as disclosed in Section 3.01 of the Company Disclosure Schedule, the Company does
not directly or indirectly own any voting equity or similar voting interest in, or any interest
convertible into or exchangeable or exercisable for. any voting equity or similar voting
interest in, any corporation, partnership, joint venture or other business association or entity.

SECTION 3.02. Articles of Incorporation and By-laws. The Company has
heretofore furnished or made available to Parent a complete and correct copy of its Articles
of Incorporation, By-laws or equivalent organizational documents, each as.ax_nend'ed. to date,
of the Company and each Subsidiary. Neither the Company nor any Sub:{xd:ary is in
violation of any provision of its Articles of Incorporation, By-laws or equivalent

organizational documents.
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. SECTION 3.03. Capitalization. The authorized capital s

consists of 30,000:000 shares of Company Common Stock and 13‘,0000(8&&? ofom
preferred stock. without par value ("Company Preferred Stock"). As of April 30, 1995

(a) 7.6?6.6?6 shares of Company Common Stock were issued and outstanding, al'l of which
_are validly issued, fully paid and nonassessable and not subject 10 preemptive rights, (b) no
shares of Company Common Stock were held by the Subsidiarics, (c) 684,168 shares of
Company Common Stock are issuable pursuant to outstanding Company Options and the
Company’s Employee Stock Purchase Plan for the plan year ending June 30, 1995

(d) 320,000 shares were reserved for fuure issuance pursuant (o the Warrants and ()
110,000 shares of Company Common Stock plus an undetermined number of shares of
cchsmMmrmnmmmmmmm
eondmol.uofmekeorgmizaﬁonw. No shares of Preferred Stock are issued and
mmnndmgandmsln'mofcapiuluockofdtCompmylnvebeeannimdbythe
Companyﬂutmwb)ectmmmxﬂingpledgabydn@mmnytommeﬁm
payrpemofsomeorallofthepuxchuepﬁceformhsham. Except as set forth in this
Section 3.03 and Section 3.03 of the Company Disclosure Schedule, as of the date of this
Agteexpent. there are no options, warrants or other rights, agreements, arrangements or
commmengsyfmychmnmhﬁngmtheisawdormimwdupiulstoekofﬂzcm
ora.nySnbslduryobligningmeCompmyoranySuboidhrytoismeorscllanyshamof
capital stock of, or other equity interests in, the Company or any Subsidiary. Between April
?O, 1995 and the date of this Agreement, no shares of Company Common Stock have been
issued by the Company, except pursuant to the exercise of the stock options, stock incentive
rights and warrants described above that were outstanding on April 30, 1995, in each case in
accordance with their respective terms. All shares of Company Common Stock subject to
issuance as aforesaid, upon issuance on the terms and conditions specified in the instruments
pursuant to which they are issuable, will be duly authorized, validly issued, fully paid and
nonassessable. There are no outstanding contractual obligations of the Company or any
Subsidiary to repurchase. redeem or otherwise acquire any shares of Company Common
Stock or any capital stock of, or any equity interests in. any Subsidiary. Except as described
in Sew.don 3.03 of the Company Disclosure Schedule, each outstanding share of capital stock
of each Subsidiary, other than those Subsidiaries that, individually or in the aggregate, are
not material to the business, results of operation or financial condition of the Company and
the Subsidiaries taken as a whole, is duly authorized. validly issued, fully paid and
nonassessable and each such share owned by the Company or another Subsidiary is free and
clear of all security interests, liens, claims, pledges. options, rights of first refusal,
agreements, limitations on the Company's or such other Subsidiary’s voting rights, charges
and other encumbrances of any namre whatsoever.

SECTION 3.04. Authority Relative 1o This Agreement. The Company has all

necessary corporate power and authority to execute and deliver this Agreement and. with
respect to the Merger, upon the approval and adoption of the Merger by the Company’s
shareholders in accordance with this Agreement and Minnesota Law, to perform its
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obligations hereunder and to consummate the Transactions. The execution and deliv:
muApmmbytheCommnymddnmmnmﬁonbyu:CompmyofdnTm
lnvebeendulyaqdvalidlyaudnﬁzedbyallmmrycorpomacﬁonandmm
corporate proceedings on the part of the Company are necessary to authorize this Agreement
mw;omu}mmeTmnmﬁm(odmm.wimnmmchm.ﬂnmwm
adopnonofthu‘Agreemembytheholdenofamajoﬁtyofthexhenoutmndingshamof
CgmpanyCommnSmckmddnfdingmdmoxdaﬁonof:ppmpﬁa&AﬂklsofMetgu
wu!ltheSecxmryasrequimdbyMinnuouuw). This Agreement has been duly and
vdﬂl):exeumd:nddelivemdbymeCompanyand.ammin'med\namhoﬁnﬁon.
exewyoqandd;ﬁveryofdﬁsApemmbmeandeSub.comdmabpl valid
and binding obligation of the Company, enforceable against the Company in accordance with
its terms, mbyes:ttoapplicable bankruptcy, insolvency, moratorium or other similar laws
relating to creditors’ rights and general principles of equity.

. SECTION 3.05. No Conflict; Required Filings and Consents. (a) The
emonMMmofMAmbymCom do not, and the performance of
thuAgx?emembytheCompanywxllnotmbjectw. (x) with respect to the Merger, obtaining
the requisite approval and adoption of the Merger by the Company’s shareholders ;n
accordance with this Agreement and Minnesota Law, and (y) obtaining the consents,
approval.s, authorizations and permits and making the filings described in this Section 3.05(b)
and. Section 3.05(b) of the Company Disclosure Schedule, (i) conflict with or violate the
Articles of Incorporation or By-laws or equivalent organizational documents of the Company
or any Subsidiary, (ii) conflict with or violate any domestic (federal, state or local) or foreign
law, rule, regulation, order, judgment or decree (collectively, "laws") applicable to the
Company or any Subsidiary or by which any property or asset of the Company or any
Subsidiary is bound or affected, or (iii) except as specified in Section 3.05(a)(iii) of the
Company Disclosure Schedule, resuit in any breach of or constinute a default (or an event
which with notice or lapse of time or both would become a default) under, or give to others
any right of termination. amendment. acceleration or cancellation of, or result in the creation
of a lien or other encumbrance on any property or asset of the Company or any Subsidiary
or require the consent of any third party pursuant to, any note, bond, mortgage, irdeT.are,
contract, agreement, lease, license, permit, franchise or other instrument or obligation to
which the Company or any Subsidiary is a party or by which the Company or any Subsidiary
or any property or asset of the Company or any Subsidiary is bound or affected except for
any such conflicts or violations described in clause (ii) or breaches, defaults, rights of
termination, amendment, acceleration or cancellation, creations of liens or encumprances
described in clause (iii) which would not, or consents which the failure of the Company to
obtain would not. individually or in the aggregate. have 2 Material Adverse Effect.

()  The execution and delivery of this Agreement by the Company do not,

i i i onsent
and the performance of this Agreement by the Company v'vm not. require any ¢ .
approval, authorization or permit of, or filing with or notification to, any governmental or
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regu!amry qu. domestic. foreign or supranational, e i) for appli

req::nrexm, |f'a§:y. ofdnSewﬁﬁaExchngeAmofl%x?a::mMgl&b?m
m.).n:SeumActofl%S.aumended(me "Securities Act"). state securities or "blue
sky* laws ("Blue Sky Laws"). and filing and recordation of appropriate Articles o Merger
muwumwmuw.(ii)nmmms.m)«u
Coqu'ny'DumeS.chem:hand(iﬁ)whmhihuwobuinmhm.m
m‘am.mwmmmam.mmmmdehy
cmmuonofth.eMm.oromerwisepmdnCompmyﬁompafomh.in

SECTION 3.06. Permits: Compliance. Except as Section
mcmmm&m.maucmmmmumm
of all franchises, gramts. authorizations. iivenses, permits, easements, variances exceptions
consents, certificates, approvals and orders of any United States (federal, state or local) or
fomgg government, or governmental. regulatory or administrative authority agency or
mwnmmansommwmiuﬁﬂkdon(‘ﬁmmmmwwfwun
Co:ppanyotapySuuld'urytoown.lanandopqmiupmpetduormunyoniu
~hmu.uummmmm(m'mm”)m.aofmmmf
1o suspension or cancellation of any of the Company Permits is pending or, o the knowledge
ofmcComp!ny,thxutened. Except as disclosed in Section 3.06 of the Company Disclosure
w,thmmymmSuwmkhmwm“h&Mhm
violation of. (i) any Law applicable to the Company or any Subsidiary or by which any
pmpenyorassqtoftleompanyoranySubsidiuyisboundoraffecwd. (ii) any of the
Company Permits or (iii) any note, bond, mortgage, indenture, contract. agreement, lease,
licen.se: pet?nit, franchise or other instrument or obligation to which the Company or any
Subsidiary is a party or by which the Company or any Subsidiary or any property or asset of
the Company or any Subsidiary is bound or affected, except, with respect to (i) and (iii)
only, as would not have a Material Adverse Effect.

SECTION 3.07. SEC Filings: Financial Statements. (a) The Company has
filed all forms, reports and documents required to be filed by it with the SEC since
December 31, 1992 (collectively. the "Company SEC Reports”). The Company SEC
Reports (i) were prepared in all material respects in accordance with the requirements of the
Securities Act and the Exchange Act, as the rase may be, and the rules and regulations
thereunder and (ii) did not, at the time they were filed (or at the effective date thereof in the
case of registration statements), contain any untrue statement of a material fact or omit to
state a material fact required to be stated therein or necessary in order to make the statements
made therein, in the light of the circumstances under which they were made, not misleading.

No Subsidiary is currently required to file any form, report or other document with the SEC
under Section 12 of the Exchange Act.
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(d)  Each of the consolidated financial statements (including, i
qmm)mmucmsmmwpm;mma&m&m
Umd;Smgemuyw.wqmnﬁngpﬁmipuapplhdouacommm('u
M)MM@WM(emumybehﬂwinmmm
mmmmmwmmmummmxwdom
contain all U.S. GAAP notes 1o such financial statemerxs) and each fairly presented in all
mﬂmg&mlﬂﬂﬁmmﬁ'm.mofmmmin
sharcholders’ equity and cash flows of the Company and the consolidated Subsidiaries as at
uw.mmawfmmmmmwm(mmu
case of unaudited statements, to normal and recurring year-end adjustments which were not
and are not expected, individually or in the aggregate, to have a Material Adverse Effect).

() Except as (i) and to the extent set forth on the consolidated balance
sheet of the Company and the consolidated Subsidiaries as at December 31, 1994, including
the notes thereto (the "1994 Balance Sheet”). (ii) set forth in Section 3.07(c) of the Company
DmcloancScbeduleorgm)dmlosedinanySECReponﬁledbymeCompmyaﬁer
December 31, 1994, neither the Company nor any Subsidiary has any liability or obligation
of any nanure (whether accrued, absolute, contingent or otherwise) which would be required
munm@_a.mmormumm.mmmmmus.
M.mfmmmmwmmmmmmmofm
consistent with past practice since December 31, 1994 which would not, individually or in
the aggregate. be material in amount. )

(d)  The Company has heretofore furnished to Parent complete and correct
copies of all amendments and modifications (if any) that have not been filed by the Company
with the SEC to all agreements, documents and other instruments that previously had been
filed by the Company as exhibits to the Company SEC Reports and are currently in effect.

SECTION 3.08. Wﬂﬁhﬂﬁﬁ_ﬂ_ﬁm Since December 31,
1994, except as contemplated by, or disclosed pursuant to, this Agreement including Section
3.08 of the Company Disclosure Schedule or disclosed by the Company to Parent in writing
on the date hereof, or disclosed in any Company SEC Report filed since December 31, 1994
and prior to the date of this Agrecment, the Company and the Subsidiaries have conducted
their businesses only in the ordinary course and in a manner consistent with past practice
and, since December 31, 1994, there has not been (a) any event or cvents (whether or not
covered by insurance), individually or in the aggrerate, having a Material Adverse Effect
other than changes or effects affecting the medica! devices industry generally, (.b) any
material change by the Company in its accounting methods, principles or practices, (c) any

the Com or any Subsidiary into any commitment of transaction material :o_the
o o e b : f business and consistent with

Company or the Subsidiaries, except in the ordinary ccurse o ics. sistent with
past gar:cﬁce. (d) any declaration. setting aside or payment of any dividend or distribution in

respect of any capital stock of the Company or any redemption, purchase or other acquisition
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of any of its securities or (¢) other than

. . pursuant to the Pl i i

any increase in or establishment of any bonus, insurance, ?vmrmsfm
pewon.renremem. .proﬁtshnring.stockoption.stockpurchaseo.other loyee benefit
plan, cxwptmﬂtordimrycoumofbusinessconsismwimpa;pncﬁ:emp

SECTION 3.09. Absence of Litigation. Except as disclosed in Section

] . as d i i

gﬁwaDmmSMkuhwsmmﬁHmfnwhdim
Ageenw.there:smchm.aaion.pmeeediuorinvuﬁpﬁmpendiuor wtheb::t

lmow. geoftheCompmy.duatgnedupinsttheCompnyonnySubsidhry befonmy

mm:mrorbeﬁommlmmauywpnh-(a) individually or in the aggregate, would

likely to significanly oy o pr i o or G '

. dehyorprcvemt'mconamﬁonofthempr.or(c)aﬁamofa
wmy.cqvmmyofm:Cmsmormpmdnm. Neither the Company nor
gmsummmn;rw%m or asset of the Company or any Subsidiary is in violation of

] v m i od * i i i i
Al el anomnmdecm. determination or award having, individually or

SECTION 3.10. Employee Benefit Plans. Section 3.10 of the C
Du;clos.umichn;zle lists (i) all material employee benefit plans, programs and arrangements
maintained for the benefit of any current or former employee, officer or director of
Company or Subsidi . . ii i the

: any Subsidiary (the “Plans") and (ii) all written contracts and agreements
relating to employment and all severance agreements, with any of the directors, officers or
employees ofth_eCom?any or the Subsidiaries (other than, in each case, any such contract or
agreement that is terminable by the Company or any Subsidiary at will without penalty or
other adverse consequence) (the ~Company Emplovment Contracts™). Section 3.10 of the
Company Disclosure Schedule sets forth the name of each officer or employee of the
Company or any of the Subsidiaries with an annual base compensation greater than $125,000
and the annual base compensation applicable to each such officer or employee. The
Company has furnished Parent with a copy of each Plan and has made available upon request
each material document prepared in connection with each Plan and each Company
Employment Contract. None of the Plans is a multiemployer plan within the meaning of the
Employee Retirement Income Security Act of 1974, as amended CERISA™). None of the
Plans promises or provides retiree medical or life insurance benefits to any person.

Plan intended to be qualified under Section 401(a) of the Code has received a favorable
determination letter from the Internal Revenue Service that it is so qualified and nothing has

occurred since the date of such letter t0 affect the qualified staws of such Plan. Each Plan

has been operated in accordance with its terms and the requirements of applicable law except

where the failure to so operatc would not have a Material Ad* rse Effect. Neither the

Company nor any Subsidiary has incurred any direct or indirect material liability under,
n with the termination of, or

arising out of or by operation of Title IV of ERISA in connectio
withdrawal from, any Plan or other retirement plan or arrangement and, as of the datc _
hereof, no fact exists or event has occurred that would reasonably be expected to give rise to
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any such liability. No Plan is or has been covered by Title IV of ERISA or i

the Code The Company and the Subsidiaries have n):x incurred any Iiabﬂitym:g::ve
comphcs_i,m_ all respects with, the Worker Adjustment Retraining Notification Act and no fact
or event exists that could give rise to liability under such act. except for such occurrences
noncompliances and liabilities as would not, individually or in the aggregate, haveaMaﬁe;ial

SECTION 3.11. Labor Matters. Neither the Company nor any Subsidiary is
a party to any collective bargaining agreement or other labor union contract applicable to
persons employed by the Company or any Subsidiary.

SECTION 3.12. Intllccrual Propenty. "Company Intellcctual Property®
rights, mdustmlmodels inventions, copyrights. mmmuademmmm
other proprietary rights and information used or held for use in connection with the business
of the Company and the Subsidiaries as currently conducted, together with all applications
currently pending for any of the foregoing. Except as disclosed in Section 3.12 of the
Company Disclosure Schedule or in the Company SEC Reports filed prior to the date of this
Amm.andmthebatknowbdgeoflheCompany. there is no assertion or claim
challenging the validity of any Company Intellectual Property which, individually or in the
aggregate, would have a Material Adverse Effect. Section 3.12(a) of the Company
Disclosure Schedule lists all licenses or other agreements pursuant to which the Company has
the right to use Company Intellecrual Property in connection with a product that accounted
for five percent (5%) or more of the consolidated revenues of the Company and its
consolidated Subsidiaries in the fiscal year ended December 31, 1994, or that is currently
budgeted to account for five percent or more of the consolidated revenues of the Company
and its consolidated Subsidiaries in the current fiscal year or which, in financial statement
projections provided by the Company to Parent. acce ints for five percent (5%) or more of
the consolidated revenues of the Company and its consolidated Subsidiaries in any fiscal year
included within such forecast (the "Company Licenses"). Except as disclosed in Section
3.12(b) of the Company Disclosure Schedule, to the best knowledge of the Company, there
is no breach that would have a Matcrial Adverse Effect or cause a loss of material rights
under any Company License. Except as disclosed in the Company SE_C Reports filed prior
1o the date of this Agreement or in Section 3.12(c) of the Company Dls_closurc Schedute,
there are no notices from third parties regarding actual or potential i ements by any
Company Intellectual Property which, individually or in the aggregate, are reasonably likely
10 have a Material Adverse Effect.

SECTION 3.13. Taxes. (a) The Company and each of the Subsidiaries have

(i) filed all federal. state. local and foreign tax reurns rcquire‘fi to be filed by them prior t0
the date of this Agreement (taking into account cxxcnanm), (ii) paid or accrued all taxes
shown to be due on such remrns and have paid all applicable ad valorem and value added
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taxesa'sareduc and (iii) paid or accrued all taxes for which a notice of assessme
collection-has been received (other than amounts being contested in good faith bymap(:mpriac
pmedmgs?.exceptmzhecaseot'clmse(i).(ii)or(iii)foranymchﬁlings payments or
accruals which would not, individually or in the aggregate, have a Material Adverse Effect.
Exmptnsetfonhon.SectionJ.B(a) of the Company Disclosure Schedule. neither the
mlwhb;cvmmmmm?mmmmmcmfmm.m

the be mq&&m.uwmmmcmfwmm
claims, individually or in the aggregate, would have a Material Adverse Effect. The
Company has open years for federal tax returns only as set forth in the Section 3.13(a) of
CmymsclomeSchecme mt';omyandmhofitsSuuidhﬁulmwithheldor
collected and paid over to the appropriate governmental authorities (or are properly holding
for.mchpnym)_au.n‘mreqnixedbthmbewimneldorconemd.exceptfoumm
which would not, individually or in the aggregate, have a Material Adverse Effect. Neither
the Company nor any of its Subsidiaries has made an election under Section 341(f) of the
Code. Thm_:arenohensfortaxesuponmeassetsoftleompanyoranyofitsSubsidiaﬁes
(othcrtl_unhenst‘o::mxuumarenot.yetdueorthuarebeingcomestedingoodfaithby
hawve ; Mne:al deAdverse) Eeg for liens which would not, individually or in the aggregate,

any act Mm)mNmm%mmmsmwhﬂaMMWme
action w prevent erger constituting a izati ifyi
the provisions of Section 368(a) of the Code. reorpanizarion quAliying under

SECTION 3.14. Environmental Matters. (a) For purposes of this
Agreement, the following terms shall have the following meanings: (i) "Hazardoys
Substances” means (A) those substances defined in or regulated under the following federal
statutes and their state counterparts, as each may be amended from time (0 time, and all
regulations thereunder: the Hazardous Materials Transportation Act, the Resource
Conservation and Recovery Act, the Comprehensive Environmental Response, Compensation
and Liability Act. the Clean Water Act, the Safe Drinking Water Act, the Atomic Energy
Act, the Federal Insecticide, Fungicide, and Rodenticide Act, the Toxic Substances Control
Act and the Clean Air Act; (B) petroleum and petroleum products, byproducts and
breakdown products including crude oil and any fractions thereof; (C) nawral gas, synthetic
gas, and any mixtures thereof: (D) polychlorinated biphenyls; (E) any other chemicals,
materials or substances defined or regulated as toxic or hazardous or as a pollutant or

contaminant or as a waste under any applicable Environmenta! Law; and (F) any substance

with respect to which a federal, state or local agency requires environmental investigation,
ws" means any federal,

monitoring, reporting or remediation; and (ii) "Eavi
state or local law, rule or regulation, now or hereafter in effect at_aq as amended, and any
judicial or administrative interpretation thereof, including any judicial or administrative

. - . - : ot
order, consent decree or udgment, relating to pollution or protection of thc environment,
health, safety or natural 3csog|:nrces including without limitation, those relating t0 (A) releases
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or threatened releases of Hazardous Substances or materials containing Hazardous Substances

or (B) the-manufacture. handling, transport. use, treatment, storage or disposal of Hazardous
Substances or materials containing Hazardous Substances. 5 of

()  Except as described in Section 3.14 of the Company Disclosure
Schedule or as would not individually or in the aggregate result in or be likely to result in
any fine, tax, assessment, pemalty, loss, cost, damage, liability, expense or other payment
mhtngldmeto.mexee.uofszoo.ow: (i) the Company and its Subsidiaries are and have
bm.n} cpmplnnne vmh all applicable Environmental Laws; (ii) the Company and the
Suhad‘unfshaveo.bmnedanpermits. approvals, identification mumbers, licenses or other
authorizations required under any applicable Eavironmental Laws ("Enyironmental Permits")
Mafeandhawbeeuincompliancewixhdleirrequirm; (iii) such Environmental
Petmmmmfeub.lem.mehtemSubpmmmwthemenhmndncomofmy
Govemmeml Authority; (l\f)thetearenoundergrwndorabovegroundmngeunksormy
surfac; impoundments, septic tanks, pits. sumps or lagoons in which Hazardous Substances
are being or have been treated, stored or disposed of on any owned or leased real property or
onanyre_alpropeny formerly owned, leased or occupied by the Company or any Subsidiary;
(v)lh;reu,wdnbenknowbdgcofﬂzCompany.masbestosorubém—comhing .
material on any owned or leased real property in violation of applicable Environmental Laws;
(vi) the Company and the Subsidiaries have not released, discharged or dispesed of '
Hazardous Substances on any owned or leased real property or on any real property formerly
owned, leased or occupied by the Company or the Subsidiaries and 1 one of such property is
contaminated with any Hazardous Substances; (vii) the Company is not undertaking, and bas
not completed, any investigation or assessment or remedial or response action relating to any
such release, discharge or disposal of or contamination with Hazaidous Substances at any
site, location or operation, cither voluntarily or pursuant to the order of any Governmental
Authority or the requirements of any Eavironmental Law; (viii) there are no past, pending or
threatened actions. suits, demands, demand letters, claims, liens, notices of non-compliance
or violation, notices of liability or potential liability. investigations. proceedings, consent
orders or consent agreements relating in any way to Environmental Laws, any Environmental
Permiis or any Hazardous Substances ("Favironmenial Claims") against the Company or the
Subsidiaries or any of their property, and there are no circumstances that can reasonably be
expected to form the basis of any such Environmental Claim, including without limitation
with respect o any off-site disposal location presently or formerly used by the Company or
any Subsidiary or any of their predecessors; and (ix) the Company and the Subsidiarics can
maintain present production levels or any planned expansion of production levels upon which

financial projections provided to Parent Sub have been based wi'thout requiring any mat
capital or operating expenditures 1o comply with applicable Envxmnft}enml Laws and without
any modification of its Environmental Permits or obtaining any additional Environmental

Permits.
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(c)  The Company and the Subsidiaries have provided Parent i
. s S
copleslof any environmental reports. studies or analyses in thenl: possession or u::erwtllt:u
control relating to owned i

ey or leased real property or the operations of the Company or the

SECTION 3.15. Company Products: Regulation i i
‘ ) ' . as disc
Secuon' . 3.150f'tpeComnyDuclomreSchedule. (a)themhavewmwmn' losedmp
cmmmordecumbymyfioye:mmlAmhorhythnmypmdtmpmdmed, '
m:ﬁcuned. ,mﬂu;wflordm.nhmda.tmyﬁmbyduCompmyormySuhidhry(m
Company Products”) is defective or fails to meet any applicable standards promuigated by
mn@wm.m)mcmmmwmuhmmumm
mulmpmwyhdulgws,mhﬁommdmiﬁuﬁomwﬁhmmdeﬁm
andmmnm .W.qunomemmmmem
g Administration ("EDA"). (c) there have been no recalls or seizures ordered or
Ww?ymnzhwvemmﬂAuquwhhmmwofmchm
sy none o ompany or the Subsidiaries has received any warning letter from the

SECTION 3.16. Qpinion of Financial Advisor. The Company i
the written opinion of Vector Securities International, Inc. ('!gm[")onthedaht.:‘orfectl‘:lis"e‘I
ApeememmtheeffeamaﬂnMergerComidemﬁonisfairfmnaﬁmhlpoimdview
10 the Company’s shareholders as of the date thereof, and the Company will promptly, after
the date of this Agreement, deliver a copy of such opinion to Parent. A copy of the Vector
engagement letter, dated February 3, 1995, has previously been delivered to Parent.

o SECTION 3.17. Vote Required. The affirmative vote of the holders of a
majority of the then outstanding shares of Company Common Stock is the only vote of the
holders of any class or series of capital stock of the Company necessary to approve the

Merger.

SECTION 3.18. Brokers. No broker, finder or investment banker (other than
Vector) is entitled to any brokerage, finder’s or other fee or commission in connection with
the Transactions based upon arrangements made by or on behalf of the Company. The
Company has heretofore furnished to Parent a correct copy of all agreements between the
Company and Vector pursuant to which such firm would be entitled to any payment relating

to the Transactions.

SECTION 3.19. Tangible Property. The Company and its Sub§idiarie§ have
sufficient title to all their tangible properties and assets t0 conduct their respective businesses,

with only such exceptions as. individually or in the aggregate. would not have a Material
Adverse Effect.
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. SECTION 3.20. Material Contracts. Section 3.20 of the Company Di
Melmmhcomw&hkmuhdbyiumorkum@yhgmn
mqumm.mwmcmmmsmmofmmm.omm
whnhmnmummbhbyt!:ecmnywmmpaymofmpemhyorﬁmonm
mae_t!:agthpcmﬁbs‘m(a'M_qu‘)wwhkhﬂchyoranyofia
Suh@umuam.mhnhnemmwhichhwb&nﬁbdumexhﬁkmorm
been incorporated by reference in any Company SEC Report. Each Material Contract is in
mufmuandgffeaadkenfmbkwmmthum(mmuamnym
msghSMm)hmﬂmwiﬁhmMmmﬁonormdfmm
that, with notice or the passage of time, or both, would constitute a material default by the
Cmmmmmmm.wmmmupofu&mpmy.wmm
undumchMmalCom The Company or the applicable Subsidiary has duly
::yplndmﬂlmnenﬂmwiﬁthepmkimofmhwmwwhkhitisa

SECTION 3.21. Parachutc Paymems. Except as disclosed in Section 3.2

! . 21
dnCon!pmyDucloaneSchedub.neidmdnCompmymranyofiuSubsidhrksl:m o
ememdgmomyngrmm&awmﬂdmﬂtindumakingof'pwhmpaymem.'a
defined in Section 280G of the Code, to any person.

SECTION 3.22. Cermain Business Practiccs. As of the date of this
Agreement, except for such actions which would not have a Material Adverse Effect, neither

the Company nor any Subsidiary nor any director, officer, or, to the best knowledge of the
Company, any agent or employee of the Company or any Subsidiary has (i) used any funds
for unlawful contributions, gifis, entertainment or other unlawful expenses relating to
political activity, (i) made any unlawful payment to foreign or domestic government officials
or employees or to foreign or domestic political parties or campaigns or violated any
provision of the Foreign Corrupt Practices Act of 1977, as amended. or (iii) made any other

unlawful payment.

SECTION 3.23. Real Property and Leases. The Company and the
Subsidiaries have sufficient title or leasehold interests to all their real properties to conduct

their respective businesses as currently conducted.

SECTION 3.24. Insurance. All material assets and risks of the Company are
covered by valid and currently effective insurance policies in such types and amounts as are
consistent with customary practices and standards of companies engaged in businesses and

operations similar to those of the Company.
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ARTICLE IV

A REPRESENTATIONS AND WARRANTIES OF PARENT
- AND PARENT SUB

Except as set forth in the Disclosure Schedules delivered b

: y Parent to the.
Company and signed by the Company and Parent for identification prior to the execution and
delivery of this Agreement (the *Parent Disclosure Schedules™). which shall identify
exceptions by specific section references, Parent and Parent Sub hereby, jointly and
severally, represent and warrant to the Company that:

SECTION 4.01. Corporate Organization and Oualification. Parent and each
of its subsidiarics is 3 corporation duly organized, validly existing and in good standing
uﬂermel?mofmejuﬁﬂkﬁ-mofmwmnan:hnﬂnmi?u‘@mpm
andmt!nntyandanmrygovemmlappmvahmm.lnaemdopemeiu
propanesandtomyon:phuimsuitismwbeingcmdumd,eiceptwlzrethefailutc
to have such power, aud:omy and governmental approvals would not, individually or in the
aggregaie, have a Material Adverse Effect. Parent and each of its subsidiaries is duly
gn'h@ed_wlbmdaafomgncomonﬁonmdomﬁm.mdisingoodmndm.mmh
mudmpwhqe&echancwrofdnpmperﬁuowned,lmdoropenmdbyhonha
mmmofm!mmmbsmhquﬂiﬁaﬁmmliamh;mry.ewfamm
t0 be so qualified or licensed and in good standing as would not. individually or in the
aggregate, have a Material Adverse Effect.

SECTION 4.02. Centificate of Incorporation and By-laws. Parent has
heretofore furnished or made available to the Company a complete and correct copy of the
Deed of Incorporation, By-laws and equivalent organizational documents of Parent, and the
Articles of Incorporation, By-laws and equivalent organizational documents of Parent Sub,
each as amended to date. Neither Parent nor Parent Sub is in violation of any provision of
its Deed of Incorporation, Articles of Incorporation. By-laws or equivalent organizational

documents.

SECTION 4.03. Capitalization. As of the date of this Agreement, the
authorized capital stock of Parent consists of 30,000,000 shares of Parent Common Stock.
As of March 31, 1995, (a) 10,333,350 shares of Parent Common Stock were issued and
outstanding, all of which were validly issued, fully paid and nonassessable, (b) 160,340
shares of Parent Common Stock were held in the treasury of Parent and (c) 2,418,450 shares
of Parent Common Stock were reserved for future issuance pursuant to outstanding stock
options or stock incentive rights granted pursuant to Parent’s stock option plans. The
authorized capital stock of Parent Sub consists of 1,000 shares of Parent Sub (_?ommon Stock,
of which. as of the date of this Agreement. 100 shares are issued and oymandm’g and held
by Parent. Except as contemplated by this Agreement and as set forth in Parent’s employee
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stock purchase plan and as set forth in this Section 4.03 and Section 4.
Dwsm.uofmamofmhAgmm,mmm;ono:t?:n:f:‘um
mngm.‘agmms. arrangements or commitments of any character relating to the
ntawdmnnypdﬁmimmofhmoramwmofhmimmmghumm
(W),oﬂm?mmmyhm&bﬁdhryminnmuﬂmym
of capital stock of, or other equity interests in, Parent or any Parent Subsidiary. Between
March 31. 1995 and the date of this Agreement, no shares of Parent Common Stock have
mwwmmmmmmofmmmmm
mnﬂpdeqibedabqndnmmmndingonbﬂuchﬂ. 1995, in each case, in
accordance with their respective terms. MmmmﬂhWMd
Parent or any Parent Subsidiary to repurchase, redeem or otherwise acquire any shares of
W.Cmmm«myaﬁmmctof.mmemhymin,mym
Subsidiary. The shares of Parent Common Stock to be issued pursuant to the Merger will be
d,ﬂymhomed.vﬂndly:sawd.hﬂypaidmdmmblemdnmmbjeampuunpﬁve
n;l.lscmwdpymm.hm'sbeedoflmmponﬁonoray-hmormyamw
m:‘mu.a.%o:n:y;h'ghthMwm.wmw.hm
Securities X Act and registered istrati
e avol B s Lawe. change reg orexmfmmmmn

SECTION 4.04. Authority Relative to This Agreement. Each of Parent and
mmmmwcommmm&qwmm&ﬁmm
Agreement and, with respect to the Merger, upon the approval by the shareholders of Parent
of the issuance of shares of Parent Common Stock to the shareholders of the Company in
accordance with this Agreement and Netherlands Antilles law, to perform its obligations
bhereunder and to consummate the Transactions. The execution and delivery of this
Agreement by Parent and Parent Sub and the consummation by Parent and Parent Sub of the
Transactions have been duly and validly authorized by all necessary corporate action and no
other corporate proceedings on the part of Parent or Parent Sub arc nccessary to authorize
this Agreement or to consummate the Transactions (other than, with respect to the issuance
of Parent Common Stock pursuant to the Merger, the approval of such issuance by holders of
a majority of the outstanding shares of Parent Common Stock pursuant to Netherlands
Antilles Law and the applicable rules and regulations of NASDAQ, and with respect to the
Merger, the approval and adoption of this Agreement by the sole holder of the cuistanding
shares of Parent Sub and the filing and recordation of appropriate Articles of Merger with
the Secretary as required by Minnesowa Law). This Agreement has been duly and validly
executed and delivered by Parent and Parent Sub and, assuming the due authorizat?on.
execution and delivery of this Agreement by the Company, constitutes a legal. valid and
binding obligation of each of Parent and Parent Sub enforceable against each of Parent and

Parent Sub in accordance with its terms.

SECTION 4.05. No Conflict: Requi ili

execution and delivery of this Agreement by Parent and Pare

. (a) The
nt Sub do not. and the
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performance of this Agreement by Parent and Parent Sub wi j i :
to the Merger, obraining the requisite approval by the sharehlclal:::ss‘:;]Pmmect [0' c(:,t")th“:mismncerew‘
of.shares of Parent Common Stock to the shareholders of the Company in accordance with
muAgmgmemandNed?eﬂaMsAnfinuhw.aM(y)obnininguncomem,amvm
amhonzanom‘n405(bantifpme:mmandmmeﬁlmpdqcﬁbedmmissmn4.05(b)m'
Sectio; . ) 0 Parent Disclosure Schedule, (i) conflict with or violate the Deed of
mponmmmdcluoﬂmorppnﬁonorBy-hmoreq:ﬁn!emomnmmmldommof
ParemmanyParenf.Suhsxdiary,(ii}conﬂictwithorﬁohmanthapplhbkm
Pmmmy?alemsm?dnryorbywhnhmypmpmyormofmyofmnbm
WM.o;(m).remnmmybreachoforcomﬁmadeﬁuh(ormeveuwhkhm
nm;o;lapcofnm:mbo&woyﬂbmadeﬁuh)um.orginmm“yﬁghsof
mmnomamuﬂ:m.mmnwmof.ormmmmecmﬁmofuhm
emmme. any property or asset of Parent or any Parent Subsidiary or require the
cmmmofmyﬂmc.lpmyp\nmm.mym,bond.mmtgagc.wcm
agreement, lease, ngm. permit. franchise or other instrument or obligaxiox; 10 which Parent
or any Paremt Subsidiary is a party or by which Paremt or Parent Sub or any property
asset of any of them is bound or affected, except for any such conflicts, violations br:chu
mma:musmwmwm.mmmwmmam.m '
Parent 'Paremthe 3 .pel.-formmg their respective obligations under this Agreement and

(b)  The exccution and delivery of this Agreement by Parent and Parent
do not, andtheperformanceofthisAgreemembyPnemmdegub wﬂl::. tequitesub
any consent, approval, authorization or permit of, or filing with or notification to, any
gove.mmcnul or regulatory authority, domestic or foreign, except (i) for applicable
requirements, if any, of the Exchange Act. the Securities Act. Blue Sky Laws, and filing and
recorda.t_non of appropriate Articles of Merger with the Secretary as required by Minnesota
szw, (ii) as specified in Section 4.05(b) of the Parent Disclosure Schedule, and (iii) where
failure 10 obtain such consents, approvals, authorizations or permits, or to make such filings
or notifications. would not prevent or delay consummation of the Transactions, or otherwise
prevent Parent or Parent Sub from performing their respective obligations under this

Agreement.

SECTION 4.06. SEC Filings: Financial Statements. (a) Paremt has filed all
forms, reports and documents required to be filed by it with the SEC since December 31,
1992 (collectively, the “Parent SEC Reports™). The Parent SEC Reports (i) were prepared in
all material respects in accordance with the requirements of the Securities Act ard the
Exchange Act, as the casc may be, and the rules and regulations thereunder and (ii) did not,
at the time they were filed (or at the effective date thereof in the case of registration
statements). contain any unirue statement of a matersal fact or omit to state a material fact
required to be stated therein or necessary in order to make the statements made thcrein._in
the light of the circumstances under which they were made, not misieading. No subsidiary
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of Parent is currently required to file any form. rt or i
under Section 12 of the Exchange Act. ¢ P other document with the SEC

(b)  Each of the consolidated financial statements (including, in each case
any notes thereto) contained in the Parent SEC Reports. the consolidated financial statements
ofParent.anditsconsolidaedParemSubsidiariesformeymendedDeeemhern. 1994 and
meufn.nd-mdwmolidﬂedﬁmmidmofhmmdiucomomhm
Subsidiaries for the quaner ended March 31, 1995 was prepared in accordance with U.S.
GAAPthheperbdshuiawd(exceptumybeindhwdind:mmom
except that financizl statements included with interim reports do not contain all U.S. GAAP
mt?mhﬁmncialmm)mduchfﬁﬂyprmdinﬂlmwmlmme
consolidated financial position, results of operations and changes in shareholders’ equity and
cahﬂowsof?uemandiswmolidahdwhﬁdhﬁuuudzmspecﬁudm:humfmd
fortherespewvepeﬁodsindicnedthatin(wbject. in the case of unaudited statements, to
noqnal and recurring year-end adjustments which were not and are not expected, individually
or in the aggregate, to have a2 Material Adverse Effect.

SECTION 4.07. Absence of Certain Changes or Events. Since December 31,
1994, except as contemplated by, or disclosed pursuant to, this Agreement including Section
4.07 of the Parent Disclosure Schedule or disclosed by Parent to the Company in writing on
the date hereof, or disclosed in any Parent SEC Report filed since December 31, 1994 and
prior to the date of this Agreement, Parent and the Parent Subsidiaries have conducted their
businesses only in the ordinary course and in a manner consistent with past practice and,
since December 31, 1994, there has not been (a) any event or events (whether or not covered
by insurance). individually or in the aggregate, having 2 Material Adverse Effect other than
changes or effects affecting the medical devices industry generally, (b) any material change
by Parent in its accounting methods, principles or practices, (c) any entry by Parent or any
Paremt Subsidiary into any cc ~:mitment or transaction material to Parent or the Parent
Subsidiaries. except in the ordinary course of business and consistent with past practice.
(d) any declaration, setting aside or payment of any dividend or distribution in respect of any
capital stock of Parent or any redemption. purchase or other acquisition of any of its
securities or (¢) other than pursuant to Parent’s benefit plans any increase in or establishment
of any bonus, insurance, severance, deferred compensation, pension, reurement proﬁt.
sharing, stock option, stock purchase or other employee benefit plan. except in the ordinary

course of business consistent with past practice.

SECTION 4.08. . Except as disclosed in Section 4.08

0
of the Parent Disclosure Schedule or the Parent SEC Reports t:iled prior t0 the date of this
Agreement, there is no claim. action, proceeding or investigation pending or: to Ehe best i
knowledge of Parent. threatened against Parent or any subsidiary. before any arbur‘ajl‘or b?:
Governmental Authority, which (a) individualty or in the aggregate, would rlehasona y
expected 10 have a Material Adverse Effect or (b) seeks to delay or prevent the
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consummation of the Merger. Neither Parent nor any Parent Subsidiary nor any property or
asset of Parcm_or any subsidiary is in violation of any order, writ, judgment. injunction,
decree, determination or award having, individually or in the aggregate, a Material Adverse

SBCTION 4.09. Taxes. (a) Paremt and each Parent Subsidiary have (i) filed
allfederalandforex_gnmremrnsrequimdtobeﬁledbyitpriortodrdateofthis
Agreemm(nhng:mo.accmmextensions). (i) paid or accrued all taxes shown to be due on
mt.:hrenn'nsandhaspadallapplicableadvalommdvalmaddedtaxuuaredncand(iii)
pﬂmmmmforwhkhamofmmorcoﬂecﬁonhubeenmeim
(odurmanammbeingwmaedmgoodﬁhhbyappmpﬁmpmceedinp).empthdn
c.:aa.epfclmle(i), (ii)or(iii)foranysuchﬁlings.paynmormalswhichwou!dnm.
individually or in the aggregate, have a material adverse effect on Parent. Except as set
fonhonSecﬁm4.090fﬂtPamDisclommSchedule.mhhadnlQOIRmSewiee
mrany_odrrmxix}gaudmﬁtyhuasserwdanychimforum. or to the best knowledge of
Parent, is threatening to assert any claims for taxes, which claims, individually or in the
aggregate. would have a Material Adverse Effect on Parent. Parent and each Parent
Subsidiary have withheld or collected and paid over to the appropriate governmental
aquoritia(ormpmperlyholdingforsuchpnymem)alluxurequiredbylawmbe
withheld or collected, except for amounts which would not, individually or in the aggregate,
have a Material Adverse Effect. Parent has not made an election under Section 341(f) of the
Code. There are no liens for taxes upon the assets of Parent or any Parent Subsidiary (other
than liens for taxes that are not yet due or that are being contested in good faith by
appropriate proceedings), except for liens which would not, individually or in the aggregate,
have a Material Adverse Effect.

(b) Parent has not taken or agreed to take any action that would prevent the
Merger from constituting a reorganization qualifying under the provisions of Section 368(a)
of the Code.

SECTION 4.10. Qwnership of Parent Sub; No Prior Actjvitics. (a) Parent

Sub was formed solely for the purpose of engaging in the transactions contemplated by this
Agreement.

()  As of the date hereof and the Effective Time. except for obligatiops or
liabilities incurred in connection with its incorporation or organization and the Transactions

and except for this Agreement and any other agreements or arrangements cc_:nu_zmplated by
this Agreement. Parent Sub has not and will not have incurred, directly or indirectly, through

any subsidiary or affiliate. any obligations or liabilities or engaged in any busmcsg activities
of any type or kind whatsoever or entered into any agreements or arrangements with any

person.
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o SECTION 4.11. Vote Required. The affirmative vote of the holders of
an:ymofMPWMOmemCmnchkismconlyvoteofmehold:rsof
:lass or series of capital stock of Parent necessary to approve the issuance of shares
Parent Common Stock to the shareholders of the Company. o of

SECTION 4.12. Brokers. No broker, finder or investment banker ( “ther
k ker, _ W than
M.M&S@.wu(m))uemwmm.ﬁm%a
other fee or commission in connection with the Transactions based upon arrangements made
by or on behalf of Parent or Parent Sub.

. SECTION 4.13. Financing. Parent has, or will have available 10 it at

time Parent Sub is required to pay the Merger Consideration for shares of the
Cmonch!:mamwmeMegger.andwinmhavaﬂnbleanmSub.(i)mfﬁch
ﬁmdsmpemuPuu'lSubtoacquuetheCashElecﬁonNmberofshmofCompmy

Common Stock and (ii) sufficient authorized tut unissued shares of Parent Common Stock o~
acquire the Stock Election Number of shares of Company Common Stock, in each case
pursuant to the Merger.

LARRL] )

T
RS

SECTION 5.01. Business by the . Tger.
The Company covenants and agrees that, een the date of this Agreement the
Effective Time, except as set forth in Section 5.01 of the Company Disclosure Schedule or
as described in the Company SEC Reports or as contemplated by any other provision of this
Agreement, unless Parent shall otherwise agree in writing (which agreement shall not be
unreasonably withheld), (1) the businesszs of the Company and the Subsidiaries shall be
conducted only in, and the Company and the Subsidiaries shall not take any action except in.
the ordinary course of business and in 2 manner substantially consistent with past practice,
(2) the Company shall use ali reasonable efforts to preserve substantially intact its business
organization, to keep available the services of the current officers, management and sales
employees and consultants of the Company and the Subsidiaries and to preserve the current
relationships of the Company and the Subsidiaries with customers, suppliers and other
persons with which the Company or any Subsidiary has significant business relations and (3)

the Company shall not:
€Y} amend or otherwise change its Articles of Incorporation or By-laws or
equivalent organizational documents;
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. ®) issue, sell. pledge, dispose of, grant. encumber. or authorize the
issuance, sale, pledge. disposition, grant or encumbrance of, (i) any shares of capital
;tock of the Company or any Subsidiary of any class, or any options. warrants
converible securities o other rights of any kind to acquire any shares of such capital
_smck.oranyothuowmhipimuw(immm.wmmmﬁon.myphm
lme.rut). oft!:eCompanyounySubcidiary (cxcept for the issuance of shares of
capmluoc&:ss_mblemmmm(i)amemlymmﬁinngyOpﬁomm
Warrames, (ii) nmummsmmmmmmmmmwm
effecxon}hedmhutqﬁ.. (gu‘)dlem;aﬁmionmor(iv)myofme
CoqpanysormeSubudm’ assets, except for sales in the ordinary course of
business and in a manner consistent with past practice;

(c) dechm.setuﬁh.makeorpayanydividendorotherdmhmn,' ibuti
payablemcnh.swck,propenyoraherwin,withmpeummyoﬂucdpiulnock;

(d)  reclassify, combine, split, divide or redeem, purchase or otherwise
acquire, directly or indirectly, any of its capital stock;

(¢) (i) acquire (including, without limitation, b \ i
acq!xisiﬁonofstockorm)my mmmmgommn’ *
business organization or any division thereof or any assets, other than the acquisition
of assets in the ordinary course of business consistent with past practice; (i) incur any
indebtedness for borrowed money cr issue any debt securities or assume, guarantee or
endorse, or otherwise as an accommodation become responsible for, the obligations of
any person, or make any loans or advances, except for indebtedness incurred in the
ordinary course of business and consistent with past practice and other indebtedness
with a maturity of not more than one year in a principal amount not, in the aggregate,
in excess of $200,000; (iii) enter into any contract or agreement material to the
business, results of operations or financial condition of the Company and the
Subsidiaries taken as a whole other than in the ordinary course of business, consistent
with past practice; (iv) authorize any capital expenditure, other than capital
expenditures set forth in Section 5.01(e)(iv) of the Company Disclosure Schedule; or
(v) enter into or amend any contract, agreement, commitment or arrangement with
respect 1o any matter set forth in this subsection (¢);

(0  except in the ordinary course of business consistent with past practice
and except in the case of officers for annual increases in compensation payable or to
become payable to any officer of the Company consistent with past practices of the
Company, (i) increase the compensation payable or to become payable to any
director, officer or other employee, or grant any bonus. to, or grant any severance or
termination pay to. or enter into any employment or severance agreement with any
director. officer or other employee of the Company or any Subsidiary or enter into or
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amend any collective bargaining agreememt, or (ii) establish. adopt, ¢ i

_ 1 . . . enter into or
ameqd any !:oms. profit sharing, thrift, compensation, stock option, restricted stock,
pension, retirement, deferred compensation or other plan. trust or fund for the benefit
of any director, officer or class of employees; or

(g) settle or compromise any pending or threatened litigation which i
w'ammmmmmmm.mmmu
mdmgmmisSecﬁ?qS.OI(g)wiu'pmhibitdnCommy'sBoudothmnﬁm
settling or compromising any such litigation if, after consuitation with independent
counsel, the Company’s Board of Directors believes that such action is necessary to
comply with its fiduciary duties.

covenants and agrees that, between the date of this Agreement and the Effective Time
exceps as set forth in Section 5.02 of the Parent Disclosure Schedule or as contemplated by
any‘odlerprovisionofmisAgmemem. unless the Company shall otherwise agree in writing
(which agreement will not be unreasonably withheld), (i) the businesses of the Parent and
each Parent Subsidiary shall be conducted only in, and the Parent shall not, and shall cause
mh_Pm.St:hidhwnth.a;kemywﬁonexeeptimmeoﬁichwmofm
consistent wi . ii) Paremt shall isi
conss Cmm. (ii) not amend any of the terms or provisions

ARTICLE V1

ADDITIONAL AGREEMENTS

SECTION 6.01. Regisuation Stawment: Proxy Statement. (a) As promptly
as practicable after the execution of this Agreement, Parent shall prepare and file with the
SEC a registration statement on Form F-4 (together with all amendments thereto, the
"Registrati ") including therein a combined proxy statement to be sent to the
shareholders of the Company (the " ") and Prospectus, in connection with the
regimationundetmeSewriﬁesActofme sharcsomemComnwnStocktobeisnwdto
the shareholders of the Company pursuant to the Merger. Parent and the Company cach
shall use all reasonable efforts to cause the Registration Statement to become effective as
promptly as practicable, and, prior t0 the effective date of the Registration Statement, Parent
shall take all or any action required under any applicable federal or state securities laws 1n
connection with the issuance of shares of Parent Common Stock pursuant (0 the Merg_cr.
Each of the Company and Parent shall pay its own expenses incqrred i.n connection with the
Registration Statement. Proxy Statement and Shareholders’ Meetings, including, without
\imitation. the fces and disbursements of their respective counsel. accountants and other
representatives, €xcept that the Company and Parent each shall pay one-half of any printing,
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filing and other fees and expenses incurred in connection therewi
: . _ : ith. The Company
furnish al:I mt":)hm:::n cgmcr:xn:g the Company as Paremt may reasonably r:quest insmu
cannection wil actions the preparation of the Registration Statement and
Sm. MWyaMMMWnSumMMbm
,eﬂecuve.tthgmpmyshallmﬂtherxySummwinshudnlders. The Proxy
favorswof shallmchldememcommndmon. ion of the Board of Directors of the Company in
X uw.mm.mwm»mmlhbhmmof&
witlximle;efx::tcleulco;:el(wm bymputy. tegularlin wmmmm. legal
d may be such ’s i
counsel), subject to Section 6.03. Y

No amendment or supplement to the Proxy Statement Registration
SusememwmbemndebyhmmdnCmpmywhmmem::l“;memhumny
which shall riot be unreasonably withheld. Parent and the Company cach will advise the
other, promptly after it receives notice thereof, of the time when the Registration Statement )
hubecomeeffeeuveox_'anysupplemmoramndmmhasbeenﬁ!ed.th:isannceof
stoporc!er.ﬂ\.esuspensmnofmequaliﬁcaﬁonoftthuemCouunonSmckismbleinm
connection with the Merger for offering or sale in any jurisdiction, or any request by the
SBCfornmcndmemoftherxySmemem«anegismﬁonSmemorcmmn:m
thereon and responses thereto or requests by the SEC for additional information.

Parent shall promptly prepare and submit to NASDAQ a listing application
covering the shares of Parent Common Stock issuable inttherger.andslnll.\]xzits
reasonable best efforts to obtain, prior to the Effective Time, approval for the listing of such
Parent Common Stock, subject to official notice of issuance and the Company shall cooperate
with Parent with respect to such listing.

®) Paremt represents, warrants and agrees that the information supplied by
Parent fo: inclusion in the Registration Statement and the Proxy Statement shall not. at (i) the
time the Registration Statement is declared effective, (ii) the time the Proxy Statement (or
any amendment thereof or supplement thereto) is first mailed to the shareholders of Parent
and the Company, (iii) the time of each of the Shareholders’ Mectings, and (iv) the Effective
Time, contain any statement which, at such time and in light of the circumstances under
which it is made, is false or misleading with respect to any material fact, or omits to state
any material fact required to be stated therein, or necessary in order to make the statements

therein not false or misleading or necessary 10 correct any statement in any carlier .
communication with respect to the solicitation of proxies for the Shareholders’ Mectings
any time prior to the Effective Time any

which shall have become false or misleading. If at _ 4
event or circumstance relating to Parent or any Parent Subsiaiary, or their respective officers

or directors. should be discovered by Parent which should be set forth in an amendment or 2

supplement to the Registration Statement of Proxy Statement. Parent shall promptly inform
the Company. Notwithstanding the foregoing, Parent and Parent Sub make no representation
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or warranty with respect to any information supplied by the Company or any of its
representatives which is contained in the Proxy Statement documents. All documents that the
Company is responsible for filing with the SEC in connection with the transactions
comgmpmedhucinwiﬂcomplyasmfomandsuhmmeinﬂlmaerhlupecswimme
applicable requirements of the Securities Act and the rules and regulations promulgated
thereunder and the Exchange Act and the rules and regulations promuigated thereunder.

] () The Company represents, warrants and agrees that the information
supplied by the Company for inclusion in the Registration Statement and the Proxy Statement
shall not, at (i) the time the Registration Statement is declared effective, (ii) the time the
Proxy Statement (or any amendment thereof or supplement thereto) is first mailed to the
shareholders of the Company and Parent, (iii) the time of each of the Shareholders’
Meetings, and (iv) the Effective Time, contain any statement which, at such time and in light
of the circumstances under which it is made, is false or misleading with respect to any
material fact, or omits to state any material fact required to be stated therein, or necessary in
order to make the statements therein not false or misleading or necessary to correct any
statement in any carlier communication with respect to the solicitation of proxies for the
S!nrehold;rs’Mwﬁnpwhichshallhavebecomcfalnormisluding. If at any time prior to
lhe_EﬁecﬂveTinnmyeveﬁorcﬁmmmenhﬁn'wtheCompmyonnySubsidhry.m
their respective officers or directors, should be discovered by the Company which should be
set forth in an amendment or a supplement to the Registration Statement or Proxy Statement,
the Company shall promptly inform Parent. Notwithstanding the foregoing, the Company
makes no representaiion or warranty with respect to any information supplied by Parent or
any of its representatives in the Proxy Statement documents. All documents that Parent is
responsible for filing with the SEC in connection with the transactions contemplated herein
will comply as to form and substance in all material respects with the applicable requirements
of the Securities Act and the rules and regulations promulgated thereunder and the Exchange
Act and the rules and regulations promulgated thercunder.

d) The Company, Parent and Parent Sub each hereby (i) consents to the
use of its name and, on behalf of its subsidiaries and affiliates, the names of such
subsidiaries and affiliates and to the inclusion of financial statements and business
information relating to such party and its subsidiaries and affiliates (in each case, to the
extent required by applicable securities laws) in the Registration Statement of the Proxy
Statement; (ii) agrees to use all reasonable cfforts to obtain the written consent of any person
or entity retained by it which may be required to be named (as an expert or otherwise) in the
Registration Statement or the Proxy Statement; and (iii) agrees (0 cooperate, aqd agrees u:l
use all reasonable efforts to cause its subsidiaries and affiliates to coq)erate.~ with any lcgf
counsel, investment banker. accountant or other agent or representative max;led by nz:lnyuo
the parties specified in clause (i) above in connectipn wxfh the prcparafnon o ar;y :) bea
information required. as determined after consultation .wuh each party’s (;:‘;’I:X. 0 e ot
disclosed by applicable secaritics laws in the Registration Statement or y .
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_ ) SECTION 6.02. Shareholders’ Meetings. The Co:
meeting of its shareholdcl;s and Parent shall call and hold a meunn;p:?{t:hs;l:riﬂl&m;sl:oﬂl: :
"Sharcholders’ Meetings®) as promptly as practicable for the purpose of voti i
cagof ﬂtCompmy the approval of the Merger and, in the case of Puezm‘d:p;;ml:alm:f
mcmmeofaddmomlshamofthommonSmckmmmdnﬁm and the
Coqunyandhmm:haﬂusedlmmbkeffommholddnShnholden‘Meéﬁngsm
dnnmedayapdumnuptxﬁcableafmdudawonwhichmekeﬁmﬁonSum
beeomeseffecuvc The Company and Parent shall use all reasonable efforts to solicit from
Mr«pecuve:_!uehoﬂmpmiuhhmof&emovﬂ-of,hthemofﬂn&w
the Merger and, in the case of Parent, the issuance of additional shares of Parent Common
mmmmum.mmmmmmmmumym
advisable to secure the vote or consent of shareholders required by Minnesota Law or the
hm_oftheNMlﬂsAmilks.udnanmybe.mobnianm(ithg
mmgmlymomndingmhapmwﬂ).mbnmhuwisemryaﬂmwmm
meap?lubhﬁdmmyduﬁesofmedimnofmeCmnpmyoerndmmimdby
such directors in good faith after consultation with independent legal counsel (who may be
such party’s regularly engaged independent iegal counsel).

SECTION 6.03. Appropriate Action: Consents: Filings. (a) The Company
and Parent shall use their best reasonable efforts to (i) take, or cause to be
appropriate action, and do, or cause to be done allthings' > ukcnall

applicable La * ’ necessary, proper or advisable

under app w or required to be taken by any Governmental Authority or otherwise to
consummate and make effective the Transactions as promptly as practicable, (ii) obtain from
any Governmental Authorities any consents, licenses, permits, waivers, approvals,
authorizations or orders required to be obtained or made by Parent or the Company or any of
their subsidiaries in connection with the authorization, execution and delivery of this
Agreement and the consummation of the Transactions, including, without limitation, the
Merger, and (iii) as promptly as practicable, make all necessary filings, and thereafter make
any other required submissions. with respect to this Agreement and the Merger required
under (A) the Securities Act and the Exchange Act. and any other applicable federal or state
securities Laws, (B) the rules and regulations of the NASD, (C) Minnesota Law and (D) any
other applicable Law; provided that Parent and the Company shall cooperate with cach other
in connection with the making of all such filings, including providing copies of all such
documents to the non-filing party and its advisors prior to filing and, if requested, to accept
all reasonable additions, deletions or changes suggested in connection therewith. The
Company and Parent shall use reasonable best efforts to furnish to each other all information
required for any application or other filing to be made pursuant to the m{es and regulations
of any applicable Law (including all information required to be included in the Proxy
Statement and the Registration Statement) in connection with the transactions contemplated

by this Agreement.
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. () (i) Each of Parent and the Com shall give (or i
Wmhsﬁhﬁuwgive)mymdcammhdpa?x;}:am;e.a;dcﬂ;u:m
rgcpecuvembsidhﬁesmuse.theirmmblebmeffmnmobnhmymhupmym
(mhdhpﬂnsmfonhhSeeﬁon 3.05(a)iii)), (A) necessary to consummate the
_Tmmm.(l?)dixhudormqumdwbedisclosedmduCompanyDinlmScheduh
orthe?amngDncbmuScheduhor(C)mquhedmpmemaMamhlAdeﬁmﬁm
occurring priot to or after the Effective Time.

(ii) In the event that Parent or the Company shall fail to obtain third
puqcomemdacﬁba!inmhecﬁon(bXDabove,hmuunmmmbkm:ym
shall take any such actions reasonably requested by the other pany, to minimize any

ing, or which could reasonably be expected to result after the Effecti
Time, from the failure to obtain such consent. e v

(c)  From the date of this Agreement until the Effective Time,
shail promptly notify the other party of any pending, or to dnebmhlowl;nofe:!clehg:ﬁy
party, thrutened action, proceeding or investigation by or before any Governmental
Authority or any other person (i) challenging or seeking material damages in connection with
the Merger or the conversion of the Company Common Stock into Parent Common Stock
pursuant to the Merger or (ii) seeking to restrain or prohibit the consummation of the Merger
or otherwise limit the right of Parent or, to the knowledge of such first party, any Parent
subsidiary to own or operate all or any portion of the businesses or assets of the Company or
the Subsidiaries, which in cither case is reasonably likely to have a Material Adverse Effect
on the Company and the Subsidiaries prior to the Effective Time, or a Material Adverse
Effect on the Parent and the Parent Subsidiaries (including the Surviving Corporation) after
the Effective Time.

SECTION 6.04. Aceess to Information: Confidentiality. Subject to the
Confidentiality Agreement (as hereinafter defined), from the date hereof to the Effective
Time, Parent and the Company will cach provide to the other, during normal business hours
and upon reasonable notice, access to all information and documents which the other may
reasonably request regarding the business, assets, liabilities, employees and other aspects of
the other party, other than information and documents that in the opinion of such other
party’s counscl may not be disclosed under applicable Law.

SECTION 6.05. No Solicitation of Transactions. Neither the Company nor

any Subsidiary shall, directly or indirectly, through any officer, director, agent or otherwise,
solicit, initiate or encourage the submission of any pmpo;al or offer from any person re}mng
to any acquisition or purchase of all or any material portion of thq assets of, or any equity
interest in, the Company or any Subsidiary or any merger. consolidation, share exchange.

business combination or other similar transaction with the Company or any Subsidiary or
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participate in any neg_otixtiom regarding, or furnish to any other person any information with
respect to, or otherwise cooperate in any way with, or assist or participate in, facilitate or
cqowuge.anyeffonoraneqxptbyanyotherpermwdoorseekmyofmeforegoing;
m.m.mmmcmmmmms.osmupmmnmemm
,md:ormng.dnCompanyordanrd‘sodmduigmammiewmwﬁmﬁshinfomdon
m.qgntennsimoc{immbmornegmhﬁomwi&mypermhcomcﬁonwimm
m@mmwﬁm‘bymhpummmmeComymwaw.
consolidation, share exchange, business combination or other similar transaction or to acquire
all or substantiaily all of the assets of the Company or any of its Subsidiaries received by the
dea@udgdap?fdnmif.lﬂoﬂymmmma.(a)mm.m
mm.:;mmmmmummmmmm
admofawhadw.sm.daumimsingoodhilhum(i)nwhnimismhadfum
meymmmmmmmwwmmuwmm)
;nhumolicmdofferismpeﬁormmeTnmiommd(b)Wwﬁ:mkhingm
@foqaﬁonw.oremingimodixuuiomormgminiomwim.mhpemmeComny
(n)gnmPu:cmandPuemSubaspmmpdyaspncﬁmblepﬁmwﬁuenmiceofﬂle
Company's intention to furnish such information or begin such discussions and (ii) receives
ﬁmamhmemgon&&giﬂiwwonmmlmﬁwubhmh
Company contained in onfidentiality Agreement. The C: shall
Parent promptly if any proposal or offer, or any inquiry orcomawid:on;;wpumm

thereto, is made and shall, in any such notice to Parent, indicate in reasonable detail
the terms and conditions of such proposal, offer, inquiry or contact. The Company agrees
nmmreluaemymirdpmyﬁom.orwaivemypmisionof,myconﬁdenﬁamyor
standstill agreement to which the Company is a party. The Company immediately shall cease
and cause to be terminated all existing discussions or negotiations with any partics conducted
heretofore with respect to any of the foregoing.

SECTION 6.06. Directors’ and Officers’ Indemnification and Insurance-
(a) The Articles of Incorporation and By-laws of the Surviving Corporation shall contain
provisions no less favorable with respect to indemnification than are set forth in Article 6 of
the By-laws of the Company, which provisions shall not be amended, repealed or otherwise
modified for a period of five years from the Effective Time in any manner that wyuld ;affect
adversely the rights thereunder of individuals who immediately prior to the Effective Time
were directors, officers or employees of the Company or any Subsidiary, unless such
modification shall be required by Minnesota Law.

The Company shall indemnify and hold harmless, and, after the
Effective Txme(bZhe Surviving g)nrporation shall indemnify and _hold harmless, to the fullest
extent permitted by Minnesota Law, cach present and former director. mgn}bcr of tltl\e -
Review Committee, officer and employee of the Company and each Subsidiary (collectively.
the 'mmtkg_?_a&iss“) against all costs and expenses (inc_lud‘u_:g reasonabhl: anont:x:ﬁm
fees), judgments, fines, penalties, losses, claims. damages. liabilities and settleme
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paid in connection with any claim, or any threatened, pending or i i
prooeedmg or invea-ipxion (whether arising before orgefter dge Eﬁm‘:’?ﬂ:;m:h:xr
civil, criminal, administraive. arbitral or investigative, arising out of or pertaining to
mmmmg&iofﬁcﬁlmhyamoﬁur,dm.mbyee.ﬁdnﬁ;‘z
’_mmmmbcfmmmmmnfm.fwamofﬁwymm
] he:eof' .Intheeveguohnymhchnn.ormytb:umd.pendingorcompm
theca::ybe smuworunmn;u' "(i}:nm oo adv.me. y
. 3 extent i Minnesota
w.mmummwofwmb.ilmwh&mﬁdm:
mmmummwmwmmmm»cm
M.%mwmmmwm(ﬁ)ucwmmm
Corporation cmmwﬂhlﬁmﬁed?uﬁahmemofmnnhm;
mm@. '_muMWbyMimmhw.mh
Commy_ nor &vamgCorpmamnshaﬂbehableforanysuHMeﬂemdwitMni
mm(whnhmﬁaﬂmhumﬁywmu);mmm N -
nend;erﬂrCompanymrmeSurvivingComomionshﬂlbeoblipwdwmmmmh
Sect!on.ﬁ.OSto.payd\efeumdexpemesofmorethanonecmmselfonlllndemniﬁed
Puuumanys{ngkacdmexceptwdnemmatwoormonofanhlndemﬁﬁedhrﬁa
shall have conflicting interests in the outcome of such action or as otherwise required by
Mhnuo:rman?qmﬁﬁdrﬁmmm&evmmamcthmWﬁcmnk
.m. within jve-year period, all rights to indemnification in respect
chmshnﬂwtﬁnnumilﬂndkposiﬁonofmhchg " : of s

] (¢)  Prior to the Effective Time the Company shall, and after the Effective
Time the Surviving Corporation shall, to the fullest extent permitted by Minnesota Law,
make reasonable advances to the Indemnified Parties to cover expenses for which such
Indemnified Parties would otherwise be entitled to indemnification pursuant to this Section

6.06.

(d) The Surviving Corporation shall use its best efforts to maintain in effect
for three years from the Effective Time. if available, the current directors’ and officers’
liability insurance policics maintained by the Company (provided that the Surviving
Corporation may substitute therefor policies of at least the same coverage comaining terms
and conditions which are not materially less favorable) with respect to matters occurring
prior to the Effective Time; provided, however, that in no event shall the Surviving
Corporation be required 10 expend pursuant to this Section 6.06(d) more than $200,000 ner
year.

(e In the event the Company or the Surviving Corporation or any of their
respective successors or assigns (i) consolidates with or merges into any other person

shall not be the continuing or surviving corporation or entity of such consolidation or merger
or (ii) transfers all or substantially all of its properties and assets (o any person, then, and in
each such case, proper provision shall be made so that the successors and assigns of the
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Company or the Surviving Corporation. as the case may be. or at Parent’ i
shall assume the obligations set forth in this Section 6.g6. ‘ ® oprion. Parem.
(D Parent hereby unconditionally guaranties the Surviving Corporation
- » . 3 lng Co ’s
_obhg;monstothelndunmﬁed?mmpummtothisSeedonG.Oﬁ. and, to the fullest extem
permitted by_Minmon Law, the Company’s indemnification agreemems with its directors
and officers in the form attached as an exhibit to the Company SEC Reports.

SECTION 6.07. Qbligations of Parent Sub. Parent shall take all action
necessary to cause Paremt Sub to perform its obligations under this Agreement and to
consummate the Merger on the terms and subject to conditions set forth in this Agreement.

) SECTION 6.08. Public Announcements. (a) Parent and the Company
couﬂtmmgachodnrbefmmmgmypmnm“otheminmﬁngmymbﬁ:hn
statements with respect to this Agreement or any Transaction and shall not issue any such
pressreleu'eol_-makr.anymhwblicmtemempriortomhconnﬂtationand(b)l’riono
theDemmmanot!Da‘m.meinnGManyomupmmluseorothcrwisemkemy
mmemw:mWOMMinmmmewimiumpm,mu
may be required by Law or any listing agreement with the National Associstion of Securities
Dabn.lgc.(ﬂn'&ﬁﬂ')ormymdomlseuniﬁuexchmgetowhichmonhe
Company is a party. The parties have agreed on the text of a joint press release by which
Parent and the Company will announce the execution of this Agreement. )

SECTION 6.09. Delivery of SEC Documents. Each of the Company and
Parent shall promptly deliver to the other true and correct copies of any report, statement or

schedule filed with the SEC subsequent to the date of this Agreement.

SECTION 6.10. Environmental Asscssment. The Company agrees that
Parent may perform or have performed on its behalf an environmental assessment of the
owned or leased real property. The Company and its Subsidiaries will give Parent and the
officers, directors, employees, agents, consultants and representatives of Parent access to the
owned or leased real property, including without limitation. access to enter upon and
investigate and collect air, surface water, groundwater and soil samples, in order to conduct
the environmental assessment. The Company and its Subsidiaries will cooperate with Parent
in connection with such assessment. inciuding without limitation scheduling site visits as
necessary to complete the assessment prior to the Effective Time. The cnvironmema_l -
assessment conducted by Parent or on Parent’s behalf shall be satisfactory o Parent in its

sole and absolute discretion.

SECTION 6.11. Ngﬂ'ﬂMjﬂ_M;m. The Company Sh.all give
prompt notice to Parent. and Parent shall give prompt notice 0 the Company, of (i) the
occurrence, or non-occurrence. of any event the occurrence. of non-occurrence, of which
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would be likely to cause any representation or warranty contained in this Agreement to be
umtrue or inaccurate and (ii) any failure of the Company, Parent or Parent Sub, as the case
may be, to comply with or satisfy any covenant. condition or agreement to be complied with
or satisfied by it hereunder; provided, however, that the delivery of any notice pursuant to
_ this Section 6.11 shall not limit or otherwise affect the remedies available hereunder to the
SECTION 6.12. Fumnher Action. At any time and from time to time. cach
party to this Agreement agrees, subject to the terms and conditiors of this Agreement, to
take such actions and to execute and deliver such documents as may be necessary to

effectuate the purposes of this Agreement at the earliest practicable time.
SECTION 6.13. Emplovee Bepefits. Subject to Section 9.0€

(a)  The Surviving Corporation agrees that, during the period commencing
at the Effective Time and ending on the first anniversary thereof, the employees of the
Company will contime to be provided with benefits under empioyee benefit plans that are no
less favorable in the aggregate than those currently provided by the Company to such
employees.

®) PumwillcausetheSurvivinngpomionwhomrall.employee
beneﬁtobﬁpﬁommmmandfmrempbyeumddﬁumnundetﬂnpmy's
empioyeebemﬁtpllminex'memeonthedatebereohndd’nclosedinSm3.lOofthe
Company Disclosure Schedule and all employment or scverance agrecments or
imemniﬁaﬁonagtmmimobydnCmyormw.anof
DirectorsoftheCompmypriortomedatzhemofanddisclosedmSecuon6.13(b)ofthc
CWMM;M.M.MMMWWMW
wmcmmmmmonwimwpmm.w?r
agxeemmsorrefnhﬁng&omukinganymhacﬁonwmchwpmmdorprovm or
under the terins thereof or under applicable law.

ivi 1 be given credit for all
() Employees of the Surviving Corponnon shall
mﬂmicewimmeConmyandﬂnSubsidhrmundenl!m!oyeebemﬁtphm.
ptogmnsmdpoliciesofth: Surviving CorponﬁonoerumwhnhﬁzY.%
puﬁcipnusfotallwrpowntmndet. exoeptiotheextemmatmchcmdmngw
ptoduceduplicationofbencﬁts.

SECTION 6.14. Tax Representation Letter. At least two business days prior
mmedateﬂmexySummmisﬁmmaMwslmdnumofmCmy.Pmﬂ?on
exemwamupnsemﬁonmmbmiainnunfomofAmAmmmmd

Baker & McKenzie, which letter shall be updated as of the Effective Time.

$9743.9/NYL)

TRADEMARK
REEL: 002257 FRAME: 0059



47

SECTION 6.15. Osteogenics Registration Rights. Subject to Section 9.05
after the Effective Time, Parent and Parent Sub shall honor the registration rights gransed to
certain fqmer shareholders of Osteogenics in connection with the Company’s acquisition of -
Osteogenics-to the extent provided in the Reorganization Agreement. :

SECTION 6.16. Nop-Tax Election Shareholders. Prior to the Effective
Tn?e,?m.amcmmanmwmmofmw’sm
which immediately prior to the Effective Time will own five per cent (%) or more of the
outstanding Company Common Stock (3% Sharchoiders®). Paremt and the Company will
cooperate to obtain from such 5% Sharcholders a tax representation letter reasonably
WE}OMWM. Any 5% Shareholder which fails to execute such tax
representation letter prior to the Election Deadline shall be treated for purposes of this
Agreement as having made a Cash Election ("Non-Tax Election Sharcholder™). .

. SECTION 6.17. Directorships. (a) The Board of Directors of Parent shall
nomnn_tc.pmposeforelecﬁonmdmcomndtheeleaimoer.Schmhnand
Mr. Clifford to the shareholders of Parent at Parent’s Shareholders’ Meeting.

: (b)  Parent shall cause the Board of Directors of the Surviving Corporation,
immediately after the Effective Time, to be comprised of five directors, three of whom shall
be elected by Parent from among candidates of its choosing. Mr. Schwalm and Mr. Gero
shall be the other directors of the Surviving Corporation., and Mr. Schwalm shall be the
Chairman of the Surviving Corporation’s Board of Directors. If any of Mr. Schwalm or
Mr. Gero or their successors ceases to be a director of the Surviving Corporation for any
reason, the other director or his successor shall designate such former director’s replacement,
and Parent shall cause such replacement director to be clected. Parent’s obligations under
this Section 6.17(b) shall terminate upon the eariier to occur of December 31, 1997 or the
date on which the Maximum Earnout and the Maximum Bonus are paid.

SECTION 6.18. Determing iO1 OUt an us ¥ s, Until the
earlier to occur of December 31, 1997 or the pavment of the Maximum Eamout and
Maximum Bonus, the provisions of this section will be applicable.

()  Qperation of Surviving Corporation. Afer the Effective Time, the

erdothectomoftheSnnivingCorpmﬂionshﬂuseitsb&mmbheffmm
opemehsbusinm,andﬂnnoardothecwnomemmuuseisbwwom?heﬁom
tocmsethemmssoftheSurvivingCorpomiontobeopcrmd.inamnmdengnedm
mximize.totheextemm:cﬁcable.mcmwmofﬂuﬁamnandmm.mdme
IikelihoodtlmmeﬁamuandtthomwiUbepaid. Nothing in this Secnt_mG.ls(a)shall
bedeemedtorequiretheBoardofDirectorsofciﬂmmeSuwivingCorpo}-anonorParemm
operate or cause the business of the Surviving Corporation to be operated in a manner
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inconsistent with the best interests of the Surviving Corporation or interfere with such
Boards' fiduciary responsibilities to their respective shareholders.

() Review Committee. At the Effective Time. there shall be established
a special committee (the "Review Commitiee”) having the duties set forth in this Section
6.18 and consisting of four members, two of whom shall be selected by AME (the "AME
Commitice Members"“) and two of whom shall be selected by Orthofix (the “Qrthofix
Coomittee Members®). The initial AME Committee Members shall be Messrs. Gero and
Schwalm and the initial Orthofix Committee members shall be Messrs. Gaines Cooper and
Clifford. Any vacancy in the Review Committee caused by the death, resignation or
incapacity of an AME Committee Member shall be filled by the remaining AME Commistee
Member; any vacancy in the Review Commitsee caused by the death, resignation or
incapacity of an Orthofix Committee Member shall be filled by Orthofix. The noemal
operating expenses of the Review Commitiee shall be borne by the Surviving Corporation.

(c)  Actions of Review Commitice. Meetings of the Review Commintee
may be held cither in person or by means of conference telephone and may be called by any
member of the Committee upon written notice mailed to each other member of the
Committee, addressed to each member’s residence or place of business, with a copy sent to
him at such place by telegram or telecopy, or telephoned or delivered to him personally, not
later than two days before the day on which the mecting is to be held. Notice of any
meeting need not be given to any member who shall attend such meeting or who shall waive
notice thereof, before or after such meeting. Two members of the Review Committee shall
Mneaq\mmformumﬁmofhmmﬂyummymw
befmmhmaing,mﬂﬂﬂmahnomMComimeMemberfMahjmme
Orthofix Committec Member vote in favor of such action. Review Committee actions may
alsobenkcnwidmnheholdingofawdnghyumnim?vﬁmmml_. Allaguons
properly taken by the Committee shall be binding and conclusive on the parties to this
Merger Agreement and the Record Holders.

. . . within si As(m)aysa.;u;h;mof
the end of each calendar year, but in any event sixty |
myw.mswmcwmmmm.fm,ofm«m

ived from the audited financial statements ot‘.dxe.Sumvmg Com prepared in
::otdance with U.S. GAAP for such year, taking int0 account any ‘dtj:um to:;;(hd) o
amounts previously established by the Review Committee pursuant to themSurvivin.g
by the arbitrators pursuant to Section 6.18(f) below, and conﬁrmed by a ot
Corporation's accountants. Parent shall cause the Surviving Corporation (eom) e the
audited financial statements in accordance with U.S. GA@P within sixty S0 e :
end of each calendar year. The Surviving Corporation will deliver to the ommittee

A
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copies of the relevant audited financial statements of the Surviving Corporation which were
used to calculate the Bonus and Earnout amount (including work papers and other financial
records) as promptly as practicable after the complezion of such audited financial statements.
Within fifteen (15) days of the delivery of such matcrials, the Review Committee shall
review the caiculations of the Bonus and Earnout payments to be made pursuam to this
Section 6.18. If the Review Committee deems it necessary, it may consult with an

as it shall deem appropriate. The Review Committee shall have the authority to (i) interpret
the provisions of this Agreement insofar as it relates to Bonus or Earnout payments
hereunder, and (ii) determine whether the Boards of Directors of the Surviving Corporation
and Parent have operated, and caused the operation of, the Surviving Corporation in the
manner specified in Section 6.18(a). If any member of the Review Committee reasonably
believes that the Surviving Corporation is not being operated in the manner specified in
Section 6.18(a), then any such member may call a meeting of the Review Committee for the
purpose of reviewing and determining whether any equitable adjustment of the Earnout or
Bonus formulae is appropriate. In the event that after due discussion and deliberation,
including full consideration of the intent of the parties, as set forth in Section 6.18(a) above,
the Review Committee is unable to reach the requisite majority with respect to a matter, then
any member of the Review Committee may request that the unresoived matter be submitted
to binding arbitration in accordance with the provisions of Section 6.18(f) below. Nothing in
Section 6.18 shall be deemed to allow the Review Committee to prevent the Boards of
Directors of the Surviving Corporation and Parent from operating the business of the
Surviving Corporation in the manner specified in Section 6.18(a).

(¢ Pro-Rata Allocation. (i) The Review Committee shall have the sole
responsibility for performing the calculations described in (i) below to determine the relative
interests of Record Holders, holders of unexercised Substitute Options, holders of
umxemisedSubstimeWammmdholdemofDaemimbleWWmmdw
anyBomsorEarmutpaymemsmadebyOnhoﬁxandthesuccessnonorassnmofm
relative interests, and Orthofix’s sole obligation hereunder shall be 0 make amlable the cash
or pumber of shares of Orthofix Common Stock. as determined herein, for distribution to the

Record Holders.

ii)  Earnout and Bonus payments will be allogaed ona'm.bms
among all (A)(chord Holders and (B) holders of then unexercised Subst.nm M«
holders of then unexercised Substitute Warrants and holders 9f Osteogemcs Rngsh;n o
purposes of determining pro-faa allocation, the holders specified in (B) aboye‘d Il be e
treated as if their SubstimtzOptionsmdSubstimteWmmshadbeenexgm sm
i sRightshadbecntriggemdandreceived. shares of Company Coramon

ive Tk i i Substituie Warrants expire
immedi rior to the Effective Time. If Substitute Options or \
dudngmﬂ:l);e‘:iod in which Earnout or Bonus is still payable, the pro-raia portion of any

previous Earnout or Bonus allocable to such expired Substitute Option and Substitute
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Warranis shall be reallocated among the holders specified in (A) and (B) above, and
distributed on the next Payout Date.

(D  Arbitnation. Any dispute. controversy or claim arising in connection
with the provisions of this Merger Agreemem relating 1o paymems of Earnout or Bomus or
the actions. determinations or calculations contemplated hereby shall be settled by arbitration
by three arbitrators to be appointed pursuant to the Rules of the American Arbitration
Association, and said arbitration shall be conducted in accordance with the Rules of said
Association. The arbitration shall be held in New York City. The determination of the
arbitrators shall be final and binding on the parties. The expense of the arbitration shall be
borne as determined by the arbitrators. Judgment upon the award rendered by the arbitrators
may be entered in any court having jurisdiction. Approval of this Merger Agreement shall
constitute the appointment of the Review Committee as the representatives of the Record
Holders in any arbitration conducted pursuant to this Section 6.18(f). The Review
Committee may have Orthofix withhold from any payment of cash or shares of Parent
Common Stock to be made pursuant to this payment and deliver to the Review Committee
such amount of cash or number of shares as the Review Commitice deems necessary 10 pay
for the reasonable expenses (including, but not limited to, legal fees incurred by the Review
Committee) of the Review Committee incurred or to be incurred in connection with its
activities pursuant to this Agreement. The approval of this Agreement by the shareholders of
AME shall constitute their agreement to hoid the Review Committee harmiess for all actions
nkenpmmmﬂnistAmimheMofmmﬂigmofwﬂmﬂ
misconduct on the part of the Review Committee.

(0 Dispuied Amounis. In the event that the payment of a portion of the
Earmtmﬂommbepaidpummmmis&cﬁon&misindiqme.mc_w
porﬁonoftth:mntorBoms.asthecasemaybe.shﬂlpepmmpdypa.ndmaccomm.e
wimdnpmvisiomofmisAgrwmandﬁrdiqw?dpomonshaﬂbe‘pmdnponmm
of the dispute.

. g e ) . . or

(h)  Assignability. Th:nghtofwhkecordﬂoldet:toreceweaoms .

&mxwymwmmmwwmygmbemgmdormmfmﬁm
mymanmwhamoemexeeptbyopenﬁonoflaworbywﬁl.

acknowledges that
SECTION 6.19. Employee Stock Purchase Plag. Parent a :

ompany i inue in effect until the Effective

C ’s loyee Stock Purchase Plan will continue in ¢ ’
t';'minm. TheSmmComonﬁonwﬂiadoptaphnhavmgtheangmutgeComnys
Employee Stock Purchase Plan to replace such plan, pursuant 10 wlm:hf mpm:ephummmphn
Shares will be issued forﬂwmwphnyurpumamwthemo o
basedonthcshneprioeofsthmntCommonStockasofluly1.l .
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ARTICLE VI
CONDITIONS TO THE MERGER

SECTION 7.01. Cooditions to the Obligations of Each Party igat
. The obligations
of the Company, Parent and Parent Sub to consummase the )

g of ' os: Merger are subject to the

(2)  this Agreement and the Transactions consemplated hereby
MW“WW&MMMMMM;L“““
Cmpmmmummmucmumof
Incorporation and the sharcholders of Parent in accordance with Netherlands Antilles
law, Parent’s Deed of Incorporation and the rules of the NASD:

(b) no Governmental Authority shall have enactad. issued promuigated
enfmeed.oremsredanymder.emuiveudu.my. deueejudmoruuunmon
(eacth;@)orm.{uk.mhﬁonwhichisineﬂeamdwmmme
effect of making the Merger illegal or otherwise prohibiting consummation of the

{c) mwmmmemmem.mnm
stop order suspending the effectiveness of the Registration Statement shall be in

(d) Parent and the Company shall each have received an opinion of Baker
& McKenzie, reasonably satisfactory in form and substance to the Company and to
Parent and its counsel Shearman & Sterling, to the effect that the Merger will be
treated for federal income tax purposes as a reorganization qualifying under the
provisions of section 368(a) of the Code, which shall be dated on or about the date
dmistwob\ninessdayspriormmedmd:ePnySummisfunmﬂedto
shateholdersoftheCompanyandwhichshanbeupdmduofdnEﬂqcﬁvefm:

© PammandtthompmyslnllhavereceivedfmmNASDAQevideme
mnﬂzmomeCommonchkmbeisandmﬂndmehoquﬂn
Company in the Merger shall be quoted on NASDAQ immediately following the
Effective Time.

SECTION 7.02. Conditions to the Obligations ¢ s and F )
obligaﬁomofhmm:ndemSubmconsnnmmﬂanermmbpawdnsamfamon

of the following further conditions:
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(2) the Company shall have performed or complied in all material respects
with all agreements and covenants required by this Agreement to be performed or
complied with by it on or prior to the Effective Time and each of the representations
and warranties of the Company contained in this Agreement shall be true and correct
in all material respects as of the Effective Time as though made on and as of the
Effective Time, except that those representations and warranties which address
matters only as of a particular date shall remain true and correct as of such date and
Parem shall have received a certificate of an executive officer of the Company to that
effect; and

(b) Parem shall have received from the Company "cold comfort” letsers of
Emst & Young LLP of the kind contempiated by the Stmement of Auditing Standards
with respect 10 Letters 1o Underwriters promuigated by the American Instinute of
~ Certified Public Accountants (the” AICPA Stascment”) dased the date on which the
Registration Statement shall become effective and the Effective Time, respectively,
and addressed to Parent, in form and substance reasonably satisfactory to Parent, in
connection with the procedures undertaken by them with respect to the financial
statements of the Company and the Subsidiaries contained in the: Registration
Statement and the other matters contempiased by the AICPA Statement and
wwmmmmmmmmuw.

SECTION 7.03. as of the Company. The
obligations of the Company to consummate Merger are subject to the satisfaction of the
following further conditions:

® 2 g -
ONOIONE 10 1 IRty

() PlremandParemSubslnllhnveperformedorml’ndin;eﬂmmhl
mwﬁhmwandmvmmm@hedbymiswm
perfonnedorcompliedwithbytlrmonorpﬁoﬂotheEffecuve"l"m.and.achof
thereprmmtiOIBandwamnﬁuofPMandParemSubcomundmdn_s
wmummmmmmmma«mmw_ﬁm.
asthdughmadeonmdasofmeEffecdveTmc.gxceptﬂmme

coneaasofsuchdncu:ltthompmyshanhavereoeivedaeemﬁucofm
executive officer of Parent to that effect; and

ini i included in the Proxy Statement,
) thzopm:onofVector.mthcformmc _
shall no(:, have been withdrawn or modified in any materially adverse respect.
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ARTICLE VIl

TERMINATION, AMENDMENT AND WAIVER

SECTION 8.01. Termipation. This Agreement may be terminsted and the
Merger and the other Transactions may be abandoned at any time prior to the Effective

Time, notwithstanding any requisite approval and adoption of this Agreement
Transactions, as follows: o he

(a) by mumal written consens authorized by the Boards i
O ; duly by of Directors of

() by cither Parent or the Company, if either (i) the Effective Time shall
not have occurred on or before October 31, 1995; provided, howsver, that the righe
1o terminate this Agreement under this Section 8.01(b) shall not be available to any
party whose failure to fulfill any obligation under this Agreement has been the cause
of, or resulied in, the failure of the Effective Time to occur on or before such date;
or (ii) there shall be any Order which is final and nonsppeaiable preventing the
consummation of the Merger, except if the party relying on such Order has not
complied with its obligations under Section 6.03(a);

(©) by Parent, if (i) the Board of Directors of the Company shall bave
withdrawn its recommendation of this Agreement or the Merger or shall have
resolved to do 80, of (ii) the Board of Directors of the Company shall have
monmnddmdnmofquymymCombimm
Tnmaction(uhmhnl\erdeﬁned)ormolvedwdoso,or(ﬁnammor
emhmoﬁerfmiﬂ%ormeofdummndin;shmofcaphﬂnockofﬂz
Complnyiscommed.andmenmtdofbimamofdnCompmyshaﬂhavefaihd
mmommndagahmﬂnshmholdetsofduCompany(emﬁngtheirshamimo
such tender offer or exchange offer;

(@ bytheComlny.if(ﬁdthrdofDimmomeMlnve
wiﬂ:dnwnitswmmndlﬁonofmvdofmeismmofmﬂnmof .
PmCmonSmckpnmmﬂanoernvemlvedwdoso.or(n)
tthoudofDirmnofanMshauhavemommndedmmeshmholdmof
ﬂnCompnnydnappmvdof.ormeismmeohddiﬁpnﬂsmm_omeComon
Stock pursuant to, any Business Combivation Transaction (as hereinafter defined) of
resolvedtodoso.or(iii)atendetofterorexclnngeofferfotm%otmoreoﬁlfn
mnmndinlshmsofcapimlstockofﬂw?aremisconune@d,andtheno;‘tedtsofthe
thmnofﬂnpammwnhawfﬁhdwmmmndmmmmho o
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(¢) by the Company, if. in the exercise of its good faith judginent (subject
to Section 6.05) as 1o its fiduciary duties under Minnesota Law, the Board of
Directors of the Company determines, after consultation with their financial advisers
and Minnesota counsel and in reliance on the written opinion of such counsel, that
such termination is required by such fiduciary duties by reason of a proposal that
cither constitutes a Business Combination Transaction or may reasonably be expected
to lead to a Business Combination Transaction (2 "Business Combination Transaction
Proposal™): provided that any termination of this Agreement by the Company pursnant
to this Section 8.01(e) shall not be effective until the Company has made payment of
the full Paremt Fee required by Section 8.02(a) hereof’;

() by either Parent or the Company, if the shareholders of the Company

or Parent shall have failed to approve and adopt this Agreement, the Merger and the
Transactions at a meeting duly convened therefor;

(@ by Parent, upon a breach of any representation, warranty, covenant or
agreement on the part of the Company set forth in this Agreement, or if any
representation or warranty of the Company shall have become untrue, in either case
such that the conditions set forth in Section 7.02(a) would not be satisfied (a
*Terminating Company Breach”); provided, however, that, if such Terminating
mmamwmmmmmdmmm
aﬁfmwbuud:Cmywﬁnnwmismmm;hmm
not terminate this Agreement under this Section 8.01(g); or

(h) wmeCompm,uponhmhofmm.wmmy.
wwﬂmagreanemonmcpanofm;etfmﬂlinthnwﬂlfmy
i orwamntyomemshallhavebmumue..incnhercase_mgh
tlnlthecondidomsetfoﬂhhSecﬁonlOS(a)menmbgsamfnd('mm
m.ﬂmﬁh'):nmxidd.mw.m.ifmcﬂmmm?mmmhw .
mnkaPmmmmghMeﬁomemwbn;qumpem

@) byeitherPuemormeCompany if the Average Trading Price is less
than $12.28 or more than $24.28.
shall pay Parent a
SECTION 8.02. Fees and Expenses. (.a) The Company Pa .
fee (a "Parent Feg™) of $4 million in irm!wdmely available funds. which amount is inclusive .
of all Expenses (as hereinafter defined), if:
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‘ (i) this Agreement is terminated pursuant to Section 8.01(c) or (e), in
which case the Parent Fee will be paid on the Business Day immediately following
such termination; or

(ii) this Agreement is terminated pursuant to Section 8.01(f) as a result of
the failure of the shareholders of the Company to approve the Merger and a Business
Combination Transaction Proposal shall have been made prior 10 such termination,
and any Business Combination Transaction involving the Company is thereafier
consummated within 18 months of such termination, in which case the Parent Fee will
be paid on the Business Day immediately following such consummation.

(b) Parem shall pay the Company a fee (a "Company Fee") of $1 million

in immediately available funds. which amount is inclusive of all of Expenses (as hereinafter
defined), if:

@ this is terminated pursuamt to Section 5.01(d), in which case
the Comgaay Fee will be paid on the Business Day immediately following such

termination; or

involvi mnmmuanlsMo(mmgn
whicmsetheComny Feewillbeptidonme&ninusmymmedhmyfonowmg
such cousummation.

Asusedhmm.memm'mmmmmm'shﬂ“mﬂnwof@s
applicable: (1) any merger, consolidation, share exchange, business combination or other

imilar transaction (other the Transactions); (2) any sale, lease, exchnnxe,umfetor
&Wﬂoﬁh&pﬂymm)ofﬁ%ywofﬂnmof&
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o (d) the Company shall be entitled to receive its Expenses (but not the
Company Fee) in immediately available funds in the event that this Agreement is terminated
by the Company pursuant to Section 8.01(h) or terminated by Parent pursuant to Section
8.01().

(¢) In the evem of termination of this Agreement and the abandonment of
the Merger pursuant to Section 8.01, all obligations of the parties hereto shall terminate
except the obligations of the parties pursuant to this Section 8.02 and Sections 8.03, 8.04,
9.03, 9.04, 9.08, 9.06, 9.07, 9.08, 9.09, 9.11 and 9.12 and pursuant to the Confidentiality
Agreement. No termination of this Agreement pursuant to Section 8.01(g) or 8.01(h) shaill
prejudice the ability of a non-breaching party to seek damages from any other party for any
breach of this Agreement, including, without limitation, attorneys’ fees and the right to
pursue any remedy at law or in equity. If either of Parent or the Company is required to file
suit to seek the Parent Fee or the Company Fee, as the case may be, and it ultimately
succeeds on the merits, it shall be entitled to receive (in addition to the Parent Fee or the
Company Fee, as the case may be, or any other Expenses) all expenses. including, without
limitation, atorneys’ fees and expenses, which it has incurred in enforcing its rights under
this Section 8.02.

(45 As used herein, "Expenacs” means all out-of-pocket expenses and fees
actually incurred or accrued by Parent or Parent Sub or the Company, as spplicable, or on
memmwmmmrmmmmmmofm
Aaem(imhm,wmmmmfeaandewofml.w
. advisors, banks or other entities providing financing to Parent (including financing,
commitment and other fees payable thereto), accountants, environmental and other experts

expemes)andincomectionwiththenegotiaﬁon. ptepanuonexeumon.perfomamemd
mhdonof&kAgmhmﬂofﬂsz.mwm
metetoandmyfdingstobcmadeincom\ectionﬂmewith. In the case of the Expenses of
Parem.Expm:hallbecappedatSI.Zmillion. In the case of the Expenses of the
Company.Expensushallbecappedatswo.ow.

ExoeptassetforthinthisSectionmdSection&Ol,allcoasmfl
wm(:dmmmﬁmmmwmur@mmupﬂby
thepmyimninssuchexpenses.whed\erornmmyTnnsmnxs .

SECTION 8.03. Amendment. ThisAgmememmaybeamenl!edbyme
partics heretobyacﬁonmkenbyoronhehﬂfoftheirmspecﬁvchoudsofbuma.myf
ﬁmmm&EﬂwﬁveTM;pmM-m.mmummmuowOno
misAgreemem:ndﬂnTnnsacﬁombyﬁ:shmholdersofd:Comny:no' —_
mybemdewhichwmldredmetummmorchangedntypeofm:defmm;h which
uchslnreofCompanyCommonStockshallbeconveneduponcommmmono
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Merger. This Agreement may not be amended except by an instrument in writing signed by |
the parties hereto.

SECTION 8.04. Waiver. At any time prior to the Cffective Time, any party
bereto may (a) extend the time for the pezformance of any obligation or other act of any
other party hereto, (b) waive any inaccuracy in the representations and warranties contained
herein or in any document delivered pursuart hereto and (c) waive compliance with any
agreement or condition contain. 1 herein. Any such extension or waiver shall be valid if set
forth in an instrument in writing signed by the party or parties to be bound thereby.

ARTICLE IX
GENERAL PROVISIONS

SECTION 9.01. Nop-Survival of Representations. Warrantics and
Agreemeniy.  The representations, warramties and agreements in this Agreement and any
certificate delivered pursuant hereto by any person shall terminate at the ‘Effective Time,
except that the agreements set forth in Articles 1 and Il and Sections 6.06, 6.07, 6.10, 6.13,
6.15, 6.17, 6.18 and 6.19 shall survive the Effective Time indefinitely.

SECTION 9.02. Notices. All notices, requests, claims, demands and other
communications hereunder shall be in writing and shall be given (and shall be deemed to
have beer: duly given upon receipt) by delivery in person, by cable, facsimilc, telegram or
tehorbyngisﬂedmwﬁﬁedmﬂ(pomgemid,munmmmd)wme
mﬁwpuﬁuumefouwinga&am(ornmhoﬁmuwmfmamumu
specified in a notice given in accordance with this Secticn 9.02):

if to Parent or Parent Sub:

Robert Gaines Cooper
Chairman

Orthofix International, N.V.
Morthfield House
Northfield End
Henley-on-Thames

Ozon RG9 2IG

England
Facsimile: 44-1491-412-929

TRADEMARK
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with a copy to:

Jobn A. Maraulli, Jr., Esq.
Shearman & Sterling

199 Bishopgae

London EC2M 3TY

England
Facsimile: 44-171-920-9020

if to the Company:

Ellis A. Regenbogen
250 East Arapaho Road
Richardson, Texas 75081

Facsimile: (214) 918-3480

with a copy to:

John D. Curtis, Esq.

Baker & McKenzie

4500 Trammeli Crow Center
2001 Ross Aveme

Dallas, Texas 75201

Facsimile: (214) 978-3099
SECTION 9.03. Certaip Definitions. For purposes of this Agreement, the

~affiliate” of a specified n means a person who, directly or
iﬂheag;{m;homo:t:mewm,cmk.kmuedw.orsm

common control with, such specified person;

®) 'W‘wﬁhmmwmmafmxﬂwbﬂm -

i f

deemedtobed\ebencﬁchlowmofmhsham(ﬂwmchsnhpetmnounyo‘

ti’:ufﬁlinuotmma\chmkdeﬁmdmmm?—zmmdpndumm
nnExchngeAct)beneﬁchuyowm.diteulymimﬁ:ealy,(ﬁ)whichnnhpm
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:nyoﬁsafﬁlh.mormochmhu.dkeulyorindhecdy.(A)dtﬁghmmquim
(whether such right is exercisable immediately or subject only 1o the passage of time),
m@qmmmwingammmof
mmmmmmm.mwom.wm' . or (B) the
to any agreement, arrangement or understanding, (iii) which are
hasﬁ:hﬂywmsl.dinalyorhdhaly.bynyahumwi&hwbmmch
person or any of its affilisses or associates or any person with whom such person or
mdhﬂm%mhmmmmmm
qnmdm.w.mudwdmmhm.a
(iv) pursuant to Section 13(d) of the Exchange Act and any rules or regulations
promuigated thereunder;

. (©)  "husiness day® means any day on which the principal offices of the
SEC in Washington, D.C. are open to accept filings, or, in the case of determining a
date when any payment is due, any day on which banks are not required or authorized
to close in the City of London;

(9 "control” (inchuding the terms "comtrofied by” and “under common
control with™) means the possession, directly or indirectly or as trassee or executor,
of the power to direct or cause the direction of the management and policies of a
mwﬁ:@mﬂhmﬁpofvmmm.umogem.by
contract or credit arrangement or otherwise;

(¢ "pemson” means an individual, corporation, partnership, limited
partnership, syndhte,pason(inchlding.wmnlimmﬁm.a'pum'udeﬁmdin
Seaionl3(dX3)ofﬂnExchngeAn).m.mochﬁonorenﬁtyorgm,
poﬁﬁalmbdivision,morimmmlityongovum:m

(0  "subsidiary” or “subsidiagies’ of any person means any corporation,
pmnhip.joimvemormhuleplemofwhkhm?um(emefaboyem
nnmghmmgedmwithanyotham:y).omqh!snngm.dMy
or indirectly, more than 50% ofmestnckoroth:requnymmdgholdmof
whkhuegmﬂyemhledmmforﬂ:emnofﬂnbwdofdumnorm

govemingbodyofsmhcotpouﬁonormmmi‘Y-

SECTION 9.04. Severability. Ifanytemorothcrprovisionofthns .
is invalid illeplorimnpubleofbeinsenfowedbymymleofhw,orgul?ltmu
poﬁcy.ﬂlmhucoMaMpmkmomeApmmmnmmm
mweﬁwwMuﬂwmmkmkaMofMTnpsﬁ;m:thm
inmymanmrmﬁallyadvetsetomypmy. Up?nawhdetetmnmm_ any =
oMpMkionisinvalid,illeplorimplbleofbemenfotced.dnp;n_nuwuomofh
moﬁateingoodfaithtomodifythisAgmenmsoasmeﬁectd\eonglml

#9743 9/NYL3
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parties as closely as possible in a mutually acceptable manuer in order that the Transactions
be consummated as originally contemplated to the fullest extent possible.

SECTION 9.05. Assignment. Binding Effect: Bepefit. Neither this
_wmmofmm.mmmmmmuwbym
ofﬂnpuuuhuuo(whghubyopuaﬁonofhworoﬂuwhe)wmmepﬁorm
egmofd:odnrpuua. Subject to the preceding semtence, this Agreement shall be
mmmgmnm:onnmaummmmm
successors and assigns. NMWWMMWm&
m,m@.mwymnmwsmmms(mmm
*Third Party Provisions”), nothing in this Agreement, expressed or implied, is intended to
m.mmmmhudnnﬂnmhawum&mpc&emmm
any rights, remedies, obligations or liabilities under or by reason of this Agreement.

SECTION 9.06. Incorporation of Schedules. The Company Disclosure
-w@umMMMmmmwfam

parties hereto are hereby incorporated herein and made a part hereof purposes
as if fully set forth herein. pert > focal

SECTION 9.07. Specific Performance. The parties hereto agree that
impunblednmpwouldocuninmemmymviﬁmofdﬁswmnm
mmmmnnmwmmmmmum»
speciﬂcpeﬁmmmeofﬂnmbueof.inaddiﬁonwmyom:umdyahworequhy.

SECTION 9.08. Goveming Law. EXCEPT TO THE EXTENT THAT
MINNESOTA LAW IS MANDATORILY APPLICABLE TO THE MERGER AND THE
RIGHTS OF THE SHAREHOLDERS OF THE COMPANY AND PARENT SUB, THIS
AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE
WITH, THE LAWS OF THE STATE OF NEW YORK APPLICABLE TO CONTRACTS
EXECUTED IN AND TO BE PERFORMED WHOLLY IN THAT STATE. ALL
ACTIONS AND PROCEEDINGS ARISIM'G OUT OF OR RELATING TO THIS
AGREEMENT SHALL BE HEARD AND DETERMINED IN ANY FEDERAL COURT
SITTING IN THE CITY OF NEW YORK.

SECTION 9.09. Forum. Parent and the Company fonhumelmm
monandmigm.hmby(a)irmocnblymbmkmmcemm:iwjummqnofme
feduﬂomnulmdindnSmofNewYorkmdagxeemdcom.thnmof.pmus
mnybemldcuponanyofdmninmylegdpmeeedinguigmmhmdyww.orm
emmbnmmBApMonheTnmﬁombymuof.p:mupmﬂd.by.
New York law, (b) irrevocably waives.tomeﬁlllatexmpummd.t{y law, my_ob,ecuon
whichm:ymaynoworhuufterhavetoﬂuhyingofvmofmylm_pnonm e
exchuivelymnoforincomncﬁOnwithmisAgmmuorﬂuTnmommghm

£9743.9/NYL
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federal courts located in the State of New York, (c) for such purposes irrevocably waives any
claims that any litigation brought in any such court has been brougit in an inconvenient
forum, (d) agrees to designate and maintain an agent for service .f process in the State of

- New York, in connection with any such litigation and to deliver t0 the other party evidence
_thereof, (¢) irrevocably consents to the service of process with respect to any of the
aforementioned courts. in any such litigation by the mailing of copies thereof by certified
mail, remm receipt requesied, postage prepaid, to such party and its counsel at their
addresses set forth herein, and (f) irrevocably agrees that any legal proceeding against Parent
or the Company arising out of or in connection with this Agreement or its obligations
hereunder shall be brought in the federal courts of the Stase of New York. Parent and the
Syuem.Inc..315!-ludetmt.NewYo:t.NevYolklmMuMWMto
receive service of process which may be served in any action or proceeding with respect to
this Agreement or the Transactions, documents or agreements attached as exhibits hereto, or
any other documents or agreements executed in connection therewith. Service in such
wumummwwmmmcmmubm
upon them in every respect. In the event that, for any reason, the agent named above shall
mbngumuﬂnnmof?uulortheComymmeivemindnSnuofNew
York, Parent and the Company shall appoint a successor so {0 serve. Nothing herein shall
Mmﬁwofmmmmwmminmymbrmmw
applicable law.

SECTION 9.10. Headings. mdua-ipﬁvehudingseomimd.inmis
Wmmfmmmofmmmmnm:ﬁeammmdm
meaning or interpretation of this Agreement.

SECTION 9.11. Countcroans. ‘l‘hisAgreemenn'naybeexn:r.\::ldl:;:cltm=

ivered (including b facsir.ile transmission) in one O MOTe COUNEIPArts, .
ﬁm;mmgmnmccmmm,whofwhkhwmwm&hm
shﬂbedeemedmbemoﬁgimlbutallofwhkhmhenmgahershaﬂconmmonemddw

same agreement.

SECTION 9.12. Waiver of Jury Trial. Enphofhrent. tpeCompuny.md“
Sub irrevoablywaivesallrigntotrialb.ymy.n}myacnon.pmceedms_ f
Pmcmmemhixll'(tebywhaherbMOnwm,m«m)m_ outofonemmg. . to this
ortheactionsofPuent.theCompanyoerSubmmencgoum.
adminismtion,perfomnceandenforcememmcmof.

' Company
SECTION 9.13. Entirc Agrecment. This Agxeunet'l..the
Disclosure Schedule, the Parent Disclosure Schedule the confidentiality agreement, dated

- *). between the Company
ovember 16, 1994, as amended (the WM) ' .
I:Mhmm.andmdmmdelivemdwmmmwmwnhwmm

$9743.9/NYL)
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entire agreement among the parties with respect to the subject maner hereof and supersece

all prior agreements and undersiandings among the parties with respect thereto. No addition
to or modification of any provision of this Agreement shall be binding upon any party hereto
uniess made in writing and signed by all parties hereto. During the term of this Agreement,

29743.9/NYL3
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IN WITNESS WHEREOS, Paseat, Pasux Sub and the Corapanty have coused
this Agreeaess © be cxacated s of the dems fizst writhm above by teic respactive officens
“Hx-ﬂ-—t

ORTHOFIX INTERNATIONAL. N.V.

Jﬁl-
n-.u-s-lam

.

s et an TOTAL. PRAGE.E3 »=

MAY 08 *95 089:28 2149783899 PAE. 02
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IN WITNESS WHEREQF, Pam,PmSubammeComnyhavem
this Agreement 10 be executed as of the date first written above by their respective officers

thereunto duly authorized.

- RECORDED: 03/06/2001

ORTHOFIX INTERNATIONAL, N.V.

Z@M

Name: Edpur Wallner
Title: President and CEO

OTHELLO ACQUIRING CORP.

2 g

Name: Edgar Wallner

President

AMERICAN MEDICAL ELECTRONICS, INC.

"w""‘ A\
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