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LETTER TO SHAREHOLDERS

RTI Biologics is a leading provider of sterile biologic 

implants for surgeries around the world with a 

commitment to advancing science, safety and 

innovation. RTI prepares human donated tissue 

and animal tissue for transplantation through 

extensive testing and screening, precision shaping 

and proprietary, validated sterilization processes. 

These allograft and xenograft implants are used in 

orthopedic, dental and other specialty surgeries.



DEAR SHAREHOLDER:
Looking back at 2012, it was in 
many ways our best year ever. 
The year started with a lot of 
positive momentum and we 
continued that trend through the 
year. We made progress on both 
our financial and operational goals 
as well as continued to build the 
foundation for future growth and 
long term performance.

We achieved record annual revenues of $178.1 million 
worldwide for the full year of 2012, a 5 percent increase over 
2011. We achieved broad based annual revenue growth with 
increases in all lines of business, with the exception of spine. 
Additionally, we had a 6 percent increase in revenue year over 
year in our domestic direct distribution organization, a key area 
of focus for us in 2012.

Annual net income was $8.4 million, or 
$0.15 per fully diluted share, based on 56.1 
million shares outstanding. Excluding a 
pre-tax litigation settlement charge of $2.4 
million, or $0.03 per fully diluted share, taken 
in the second quarter of 2012, the company 
achieved annual net income per fully diluted 
share of $0.18.

Gross margins and operating margins 
improved in 2012 due to our efforts to control 
expenses, and we ended the year with $49.7 
million in cash and virtually no debt. This 
shows solid improvement on our financial 
position from the beginning of the year. 

We remain confident in our corporate strategy of growing 
our direct distribution organization and introducing innovative 
implants and technologies. Our 2012 achievements show 
that the company is moving down the path of long-term 
performance. 

Direct Distribution
While we continue to work with industry leading distribution 

companies for several of our product lines, having a diversified 
business model that includes a direct distribution network 
gives us more control over our channel, higher margins and 
direct relationships with surgeon customers. 

At the end of 2012, our worldwide direct distribution 

organization represented 40 percent of our total revenue. In 
the U.S. alone, revenue from our domestic direct distribution 
organization increased 6 percent over last year, contributing 
$55 million, or 31 percent of our total revenue, for the full year 
of 2012. For the seventh consecutive year since we created 
a direct distribution organization in sports medicine, we 
have seen revenue growth. In 2012, this group successfully 
launched BioReady™ DBM Putty and Putty with Chips, an 
exciting allograft solution that complements our portfolio of 
DBM implants including BioSet® and BioAdapt™. This ready-
to-use demineralized bone matrix (DBM) implant provides 
convenience, excellent handling, verified osteoinductive* 
potential and sterility. BioReady does not require any 
preparation, such as thawing or mixing, and it is available 
in various sizes for use as a bone void filler in many types of 
surgical procedures. 

In the second half of the year we began development of 
our surgical specialties direct distribution group. We built 
an outstanding leadership team who has begun hiring and 
training new representatives. In the first quarter of 2013, this 

group will be introducing our new, direct 
biologics portfolio for hernia repair which 
includes Tutopatch™ and Tutomesh™ bovine 
peridcardium and Cortiva™ human dermis. We 
will expand our direct presence in the hernia 
market as we prepare to launch porcine 
dermis later in 2013. 

We anticipate that the first half of 2013 will 
be slow for our current direct distribution 
business due  to customer reaction to a 
warning letter we  received from the Food 
and Drug Administration (FDA)  in the fourth 
quarter of 2012. Much of the growth  in direct 
distribution will come in the  second half 

of the year from the introduction  of new products, such as 
porcine dermis, that we expect to launch in 2013.

New Implants and Technologies
In 2012 we focused on our research and development 

initiatives to bring innovative technologies to the marketplace. 
We launched or released for distribution 18 new implants 
or implant enhancements, which accounted for more than 
$2 million dollars to our 2012 revenue. Twelve of these 
implants were for our direct distribution group and six were 
for our commercial distributors. We completed a successful 
preclinical study to support our 510k application for porcine 
dermis, which was submitted in October 2012. We believe we 

*DBM or representative finished implant is either assayed in vivo in the modified athymic nude rat for bone formation or in vitro for endogenous BMP-2 as a surrogate test marker for osteoinductive potential. Because the combination of various proteins 
is responsible for osteoinductive potential, DBM, when assayed in vitro, is also screened for the presence of BMP-7. Findings from an in vitro assay or animal model are not necessarily predictive of human clinical results.

“Our 2012 
achievements show 
that the company 

is moving down the 
path of long-term 

performance.”



remain on track to receive clearance in the second quarter of 
2013. As mentioned, we are assembling a surgical specialties 
direct distribution team, who will round out their portfolio with 
the porcine dermis launch later this year.

We are cont inuing to progress down the path to 
commercialization of our map3 cellular allogeneic bone graft 
based on multipotent adult progenitor cell technology. The 
map3 bone graft is a natural, safe alternative to autograft and 
will be available in multiple sizes and configurations.

In 2012 we focused on the transition from a research and 
development initiative to a commercialized line of implants. 
As we worked to optimize the complex operational logistics 
that will enable us to meet initial and ongoing demand from 
surgeons, we encountered a few challenges that have put us 
behind where we hoped to be at this point. We are extremely 
pleased with the potential for map3 and we still anticipate that 
it will launch in 2013. 

We are currently in the process of building a facility at 
our Alachua, Fla. headquarters that will allow us to scale 
our business for full commercial production of map3 as well 
as expand our research and development and processing 
capabilities. That facility will be complete sometime in early 
2014.

Over the course of 2013, we will continue to invest in building 
the foundation for long-term growth in our business. Part of 
our strategy continues to include business development with 
the potential for acquisitions that would enhance our existing 
direct distribution network and product offering. These 
activities are ongoing and we anticipate that they will help 
accelerate future revenue growth. 

Regulatory Environment
As mentioned earlier, in October 2012 we received a warning 

letter from the FDA related to environmental monitoring 
activities in certain areas of our Alachua, Fla. processing 
facility. While there was no patient safety issue, nor was 
there a withdrawal or recall of any implants required, it did 
ultimately have an unforeseen impact on our business in the 
fourth quarter of 2012 and we anticipate that this impact will 
continue into the first half of 2013. 

On Jan. 16, 2013 we received a follow-up letter from the 
FDA that acknowledged the voluntary corrective actions the 
company has taken to resolve the issues addressed in the 
warning letter. The receipt of this letter illustrates that RTI is 
progressing toward a close-out of the warning letter, which 
we anticipate  receiving after the FDA conducts a follow-up 
inspection of our Alachua facility.

Additionally, and separate from the receipt of this letter, the 
FDA completed a two week routine inspection of our German 
facility in early 2013. The inspection covered the scope of all 
activities related to human tissue processing and distribution 
in Germany.  The result of this in-depth inspection was positive 
and no adverse  observations or findings were noted by the 
FDA.

With more than four million implants distributed with ZERO 
incidence of implant associated infection, we are confident 
that our safe, high quality implants offer unmatched patient 
safety.

Overall, 2012 was an outstanding year for RTI due primarily to 
the focus and dedication of our employees. While we anticipate 
that 2013 will have a slow start as we await the close-out of 
our warning letter, we feel confident our corporate strategy 
will deliver results.

As I mentioned on our 2012 year-end earnings call in 
February 2013, we expect full year revenues for 2013 to be 
between $178 million and $182 million. Full year earnings per 
fully diluted share are expected to be in the range of $0.17 to 
$0.19, based on 56.7 million fully diluted shares outstanding. We 
expect that revenue growth will be concentrated in the second 
half of the year and driven by new product introductions 
and the continued success of our direct distribution group. 
Additionally, we will keep our shareholders updated on any 
progress we make toward the close-out of the warning letter.

I am very pleased with our accomplishments for 2012 and I 
am excited about the opportunities in front of us for long-term 
growth and increased shareholder value.

Sincerely,

Brian K. Hutchison
President and CEO

*DBM or representative finished implant is either assayed in vivo in the modified athymic nude rat for bone formation or in vitro for endogenous BMP-2 as a surrogate test marker for osteoinductive potential. Because the combination of various proteins 
is responsible for osteoinductive potential, DBM, when assayed in vitro, is also screened for the presence of BMP-7. Findings from an in vitro assay or animal model are not necessarily predictive of human clinical results.
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Forward Looking Statement 
This communication contains forward-looking statements within the meaning of the Private Securities Litigation 
Reform Act of 1995. These forward-looking statements are based on management’s 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. In addition, except for 
historical information, any statements made in this communication about anticipated financial results, growth rates, 
new product introductions, future operational improvements and results or regulatory approvals or changes to 
agreements with distributors also are forward-looking statements. These statements are not guarantees of future 
performance and are subject to risks and uncertainties, including the risks described in public filings with the U.S. 
Securities and Exchange Commission (SEC). Our actual results may differ materially from the anticipated results 
reflected in these forward-looking statements. Copies of the company’s SEC filings may be obtained by contacting 
the company or the SEC or by visiting RTI’s Web site at www.rtix.com or the SEC’s Web site at www.sec.gov.

Revenues by yeaR (in millions)
*2008 Includes revenues for the former Tutogen Medical, Inc. from 2/28/08 to 12/31/08.
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Revenues (in thousands)
Year ended Dec. 31, 2012

n Sports Medicine $51,197
n Spinal Constructs $38,866
n Surgical Specialties $30,897
n BGS/General Orthopedic $29,308
n Dental $21,435
n  Other non-tissue $6,410
 Total $178,113

Domestic: $156,803

International:
$21,310


