
Forward Looking Statement
This Letter to Shareholders and the documents incorporated by 
reference contain forward-looking statements that have been 
made pursuant to the provisions of the Private Securities Litigation 
Reform Act of 1995. These forward-looking statements are based on 
current expectations, estimates and projections about our industry, 
our management’s beliefs and certain assumptions made by our 
management. Words such as “anticipates”, “expects,” “intends,” “plans,” 
“believes,” “seeks,” “estimates,” variations of such words and similar 
expressions are intended to identify such forward-looking statements. 
These statements are not guarantees of future performance and are 
subject to certain risks, uncertainties and assumptions that are difficult 
to predict; therefore, actual results may differ materially from those 
expressed or forecasted in any such forward-looking statements. Unless 
required by law, we undertake no obligation to update publicly any 
forward-looking statements, whether as a result of new information, 
future events or otherwise. However, readers should carefully review 
the risk factors set forth in other reports or documents the registrant 
files from time to time with the Securities and Exchange Commission. 

ViSion Statement
We will be the leader in using the body to heal the body through the use 
of natural tissue and innovative technologies.

Our mission is to enhance the lives of patients by pioneering health 
solutions through regenerative medicine.

about regeneration technoLogieS
RTI processes allograft and xenograft tissue into shaped implants for 
use in orthopedic and other surgeries with a commitment to science, 
safety and innovation. 

RTI also holds the patents on BioCleanse®, the only proven tissue 
sterilization process validated to eliminate viruses, bacteria, fungi and 
spores from tissue without impacting the structural or biomechanical 
integrity of the tissue. The company has distributed more than half 
a million allograft implants sterilized with the BioCleanse process 
with zero incidence of infection. RTI is accredited by the American 
Association of Tissue Banks and was named a 2004 Technology Pioneer 
by the World Economic Forum. 
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2006 miLeStoneS

As we passed the finish line of 2006, we 

looked back at a year where we completed 

necessary changes to RTI’s business 

model. While our financial results were 

disappointing for the year, a great deal of 

work was completed over the course of 

2006 resulting in several major agreements 

that allow positive shifts in the ways we 

approach, and operate within, our markets. 

These shifts have given us more control over 

our destiny and a better opportunity to grow 

our company and return to profitability.

improVed buSineSS modeL

New Medtronic Sofamor Danek 
Relationship

In the past, our business model revolved 
primarily around one exclusive distributor 
for spinal allografts—Medtronic Sofamor 
Danek (MSD). As a result, the majority of our 
business and our available donated tissue had 
been tied into this one class of implants. With 
no guaranteed minimums and low visibility 
into long-term ordering and marketing, the 
company’s forecasting was difficult at best and 
our revenue experienced significant volatility. 

In September 2006 we signed an amended 
agreement with MSD that substantially 
modified the broad exclusivity provisions which 
prevented RTI from distributing allograft spinal 
implants in the United States through other 
channels. Instead of exclusivity, RTI will set 
priority on processing the implants ordered by 
MSD, using its best efforts to meet the needs 
of MSD and its surgeons. However, we will 
also enter new distribution agreements with 
other spine distributors, which will allow us 
to maximize the number of spinal implants we 
deliver to this important market.

With the new agreement in place, RTI now 
has much greater control over all aspects of its 
business. We have developed new distributor 
relationships and wider channels to distribute 
excess tissue through all of our implant 
segments—maximizing each gift of donation 
and meeting the high demand for biologics in 
the market.

CryoLife Service and Exchange Agreement
In the second half of 2006, we made the 
decision to focus on our core business 
of providing safe biological solutions for 
orthopedics. In December 2006, we essentially 
exchanged our cardiovascular business for 
CryoLife, Inc.’s orthopedic sports medicine 
business. On Jan. 1, 2007, RTI ceased 
accepting donated human cardiovascular 
tissues for processing. Throughout 2007, we 
will distribute our remaining inventory of 
cardiovascular tissues through ATS Medical. 

Reduced recoveries of donated tissue have 
been a major obstacle in our ability to be truly 
successful in the cardiovascular business. 
Additionally, we lacked the development 
resources to innovate or enhance the 
cardiovascular business.

Through this agreement, we are better 
positioned to meet the demand for our sports 
medicine implants, sterilized through our 
proprietary BioCleanse® process, prepared for 
transplantation with best-in-class technologies 
and maximized to help as many patients as 
possible. Working diligently with our recovery 
partners, we will now have the broadest reach 
of any tissue organization dedicated to biologic 
sports medicine implants.

Tutogen Sourcing Agreement
In November 2006 we signed a tissue sourcing 
agreement with Tutogen Medical. Under 
the terms of the new agreements, RTI will 
have first right of refusal to all soft tissue 
used in sports medicine surgeries recovered 
by Tutogen’s recovery partners. Tutogen, in 
turn, will have first right of refusal to dermis, 
fascia and pericardium recovered by RTI Donor 
Services.

Both the CryoLife and Tutogen agreements 
are very important developments for RTI, 
particularly as they relate to the momentum 
that our sports medicine segment has achieved 
recently. With an experienced distribution 
network in place, we anticipate that the 
increased access to tissue and our assembled 
technology will allow us to continue to 
leverage the gift of donation in this exciting 
segment.

Donor Services
Our RTI Donor Services division has been 
working diligently over the course of 2006 to 
strengthen and expand our relationships in 
the donation community, provide meaningful 
services to our recovery agencies, hospitals 
and other partners and provide donation 
education and awareness to our communities.

In November 2006, RTI Donor Services opened 
a new Texas Division, based in Dallas. Our 
RTI Donor Services staff has a significant 
opportunity to offer needed tissue recovery 
and placement, family support services, 
professional education and community services 
to the more than 200 hospitals in that service 
area. 

market update

With these fundamental changes to our 
business model, RTI is in an excellent position 
to return to sustainable growth and profitability 
at the starting line of 2007. We are working 
diligently to grow our business in our core 
areas of opportunity—spine, orthopedics, 
sports medicine and xenograft.

Spine and Orthopedics
In the second half of 2006, we added 
distribution relationships with Pioneer Medical 
for bone graft substitutes for use in the 
spine and orthopedics, and with Blackstone 
Medical—a division of Orthofix—for spinal 
allograft implants. We are in the process of 
adding new distributors for both allograft and 
xenograft implants and additional relationships 
will be coming in 2007. With the level of 
donated tissue improving, we expect to be able 
to process higher unit volumes in 2007 to meet 
the demand of our multiple distributors, which 
will ultimately allow the gift of donated tissue 
to serve many more patients.

Sports Medicine
In our sports medicine segment, we have 
already seen significant increases from 2005 
to 2006. The direct distribution network we 
implemented in the second half of 2005 has 
been successful in delivering tendons to meet 
the demand for joint repair and reconstruction 
surgeries. The increase in market acceptance 
of our assembled tendon line—including the 
Adjustable BTB—and the fourth quarter launch 
of the BioCleanse-sterilized Achilles tendon 
has enhanced the sports medicine implant line 
and contributed to the growth in revenues. 

The demand in this area is very strong, and 
with our BioCleanse-sterilized soft tissue, RTI 
has the highest quality implants on the market. 
In 2007, we expect to be introducing additional 
implants in our assembled tendon line, 
such as the Assembled BTB Select, and the 
BioCleanse-sterilized meniscus for shoulder 
and knee repair.

Xenograft
Our Sterling® Biological Matrix line continues 
to be an area of great opportunity for the 
company as we expand our clinical and 
marketing efforts and obtain additional 
regulatory clearances. These products—
which are based on bovine tissue from an 
exclusive closed herd and optimized through 
our proprietary BioCleanse process—are 
essentially a unique material that we have 
introduced to the field of orthopedics. We 
anticipate future growth in this segment, 

leading to a strong complement to our allograft 
business.

In February 2007, we entered into an 
agreement with Wright Medical Group, Inc. to 
develop advanced xenograft implants for use in 
foot and ankle surgeries. Under the agreement, 
Wright Medical will design and distribute the 
implants, while RTI will develop, manufacture 
and supply Wright’s designs. The new implants 
for the foot and ankle market will be marketed 
by Wright under the CANCELLO-PURE™ brand. 
A multi-purpose wedge version of the product 
is planned for the second quarter of 2007, 
with indication-specific product configurations 
scheduled for the second half of 2007.

We have several discussions ongoing for new 
development and distribution agreements 
based on RTI’s xenograft technology for 
other areas of orthopedics, and additional 
relationships are expected in 2007. 

the Future oF rti

We are enthusiastic about our future. 
Evidenced by the solid demand for tissue-
based products by surgeons we are in a 
beneficial position in our core areas of spine, 
sports medicine and orthopedics. We have 
industry-leading processes and a best-in-class 
product portfolio. Our commitment to science, 
safety and innovation continues to lead the 
evolution of biologics in healthcare. 

Our newly focused business model provides 
much more freedom to respond to new 
prospects and more flexibility to react quickly 
to market needs. The improvements to our 
model are not only beneficial to RTI, but 
also to the medical community and patients 
who receive our products. Today, we have 
more control over our business than at any 
point in our company’s history. Our senior 
management is focused on powering forward, 
taking advantage of the opportunities that lay 
before us to develop a business with sustained 
growth and profitability. 

We appreciate the continued support of our 
shareholders. I would also like to thank our 
talented and dedicated team at RTI who have 
all worked tirelessly this year to reshape 
our business and for their deep commitment 
to improve lives through the power of 
biologics. We look forward to gaining positive 
momentum in 2007 and beyond.

Brian K. Hutchison
Chairman, President and 
Chief Executive Officer

 1998 1999 2000 2001 2002 2003 2004 2005 2006

Spinal Constructs: $35.1
Bone Graft Substitutes: $13.5
Sports Medicine: $15.0

Cardiovascular: $5.6
General Orthopedic: $1.0
Other revenues: $3.8

ToTal: $74.0

March: Launch of Sterling® Xenograft Line 
and BioSet™ DBM 
The Sterling line, which includes interference 
screws and cancellous chips and cubes, provides 
surgeons an expanded supply of safe, sterile tissue 
that is a natural alternative to autograft, allograft 
and synthetic resorbable materials. A 2002 study 
concluded that the BioCleanse® treatment process 
renders bovine xenograft essentially equivalent to 
allograft. 

May: Assembled Bone Tendon Bone Line 
Launched with Adjustable BTB
The Adjustable BTB is the first bone patellar 
bone graft that can be easily tailored by the 
surgeon to fit individual patients. Sterilized 
through BioCleanse, the Adjustable BTB offers the 
flexibility of soft tissue grafts with bone tendon 
bone fixation. 

June: CE Mark for Sterling Implants
RTI’s Sterling line of implants received its 
first CE Mark, clearing the way for European 
distribution. The implants receiving the CE Mark 
include Sterling Cancellous Chips, Sterling 
Cancellous Cubes, Sterling Suture Anchor, Sterling 
Interference Screw ST, Sterling Interference Screw 
HT, Sterling Impacted Cortical Wedge, Sterling 
Impacted Cortical Ring, Sterling SR, Sterling 
Machined Dowel and the Sterling Wedge. 

August: Clinical Evaluation Begun for 
Sterling Implants Used in Spinal Surgeries
The Sterling Impacted Cortical Spacer was used 
in a one-level anterior cervical fusion at the 
Department of Orthopedic Surgery, University 
Hospital of Bordeaux, France. This surgery 
represented the first human implantation of RTI’s 
Sterling interbody device. 

September: Amended Contract with 
Medtronic Sofamor Danek USA
The contract amendments dealt with exclusivity 
provisions, transfer fee structures and intellectual 
property rights for spinal allograft distribution. 
With the new amended contract, RTI is better 
positioned to effectively and efficiently meet 
MSD’s product demand as well as maximize the 
gift of human donated tissue. 

November: Strategic Tissue Sourcing 
Relationship with Tutogen
RTI gained first right of refusal to all soft tissue 
used in sports medicine surgeries recovered by 
Tutogen’s recovery partners. Likewise, Tutogen 
gained first right of refusal to dermis, fascia and 
pericardium recovered by RTI Donor Services. 

December: Exchange and Service Agreement 
with CryoLife
RTI essentially exchanged our cardiovascular 
business for CryoLife, Inc.’s orthopedic sports 
medicine business. RTI ceased accepting donated 
human cardiovascular tissues, resulting in the 
closing of RTI-Cardiovascular in Birmingham, Ala. 

December: Manufacturing Agreement with 
Blackstone Medical
RTI agreed to manufacture cervical spinal grafts 
from designs developed by Blackstone, which are 
then sterilized through the BioCleanse process. 
This partnership will allow both companies to bring 
the best biologic alternatives to patients, joining 
Blackstone’s advanced engineering capabilities 
with RTI’s proven method to manufacture and 
distribute safe and effective implants. 


