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PART I

Item 1. Business.
GENERAL

Invacare Corporation is a leading manufacturer and distributor in its markets for medical equipment used in non-acute
care settings. At its core, the company designs, manufactures and distributes medical devices that help people to
move, breathe, rest and perform essential hygiene. The company provides medical device solutions for congenital
(e.g., cerebral palsy, muscular dystrophy, spina bifida), acquired (e.g., stroke, spinal cord injury, traumatic brain
injury, post-acute recovery, pressure ulcers) and degenerative (e.g., ALS, multiple sclerosis, chronic obstructive
pulmonary disease (COPD), elderly, bariatric) ailments. The company's products are important parts of care for people
with a wide range of challenges, from those who are active and heading to work or school each day and may need
additional mobility or respiratory support, to those who are cared for in residential care settings, at home and in
rehabilitation centers. The company sells its products principally to home medical equipment providers with retail and
e-commerce channels, residential care operators, distributors and government health services in North America,
Europe and Asia/Pacific. Invacare’s products are sold through its worldwide distribution network by its sales force,
independent manufacturers’ representatives, and distributors.

Invacare is committed to providing medical products that deliver the best clinical value, which promote recovery and
active lifestyles for people requiring non-acute care. Yes, You Can.® continues to be the company's global tagline as it
is indicative of the "can do" attitude of many of the people who use the company's products. In everything it does, the
company strives to leave its stakeholders with its brand promise - Making Life's Experiences Possible.™

The company is a corporation organized under the laws of the State of Ohio in 1971. When the company was first
established as a stand-alone enterprise in December 1979, it had $19.5 million in net sales and a limited product line
of basic wheelchairs and patient aids. Over the course of time, the company made approximately fifty acquisitions
and, after some recent divestitures to harmonize its portfolio, Invacare's net sales in 2016 were approximately $1.0
billion. Based upon the company’s distribution channels, breadth of product line and net sales, Invacare is a leading
company in many of the following medical equipment categories: custom power and manual wheelchairs; recreational
adaptive sports products; non-acute bed systems; patient transfer and bathing equipment; and supplementary
respiratory therapy devices.

The company’s executive offices are located at One Invacare Way, Elyria, Ohio 44035 and its telephone number is
(440) 329-6000. In this report, “Invacare” and the “company’ refer to Invacare Corporation and, unless the context
otherwise indicates, its consolidated subsidiaries.

THE POST ACUTE EQUIPMENT INDUSTRY

The post acute medical equipment market includes health care products, physical rehabilitation products, and other
non-disposable products used for therapy and the long-term patient care. As pressure on healthcare spending continues
to escalate, the company believes that increased delivery of care outside acute settings will be a significant area of
growth as a means to alleviate healthcare cost pressures. In addition, technological advances have made medical
equipment increasingly capable for use outside acute care settings. Current hospital procedures often allow for earlier
patient discharge, thereby lowering cost while lengthening recuperation periods outside of the traditional institutional
setting. Payors and providers are looking for ways to reduce spending in the costliest settings, and to reduce patient
exposure in acute settings that can lead to serious co-morbidities. These incentives are accelerating the discharge of
patients earlier and hastening the transfer of patients to less costly facilities designed to excel at providing less acute
care. Patients often prefer treatment in less institutional settings and are migrating to out-patient and ambulatory care
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centers and home, where possible.

With healthcare costs continuing to increase, the interests of patients and healthcare providers are converging to focus
on the most cost-effective delivery of the best care. As payors become more judicious in their spending on healthcare,
companies that provide better care or demonstrate better clinical outcomes will have an advantage. With its diverse
product portfolio, clinical solutions, global scale and focus on the non-acute care setting, the company believes it is
well positioned to serve this growing market.

North America Market

The United States’ population is growing and aging. The World Population Aging 2015 report predicts that by 2030,
26 percent of the U.S. population will be age 60 or older, and that demographic will continue to expand through at
least 2050. While institutional care will likely remain an important part of the U.S. healthcare system, the company
believes care settings other than
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traditional hospitals will be chosen to provide increasing acuity care. This same demographic trend has placed greater
demand on Medicaid and Medicare, which has led to substantial reductions in reimbursements for basic healthcare
equipment and the shift in the provision of certain types of healthcare from acute settings to lower costs settings,
including long-term acute care facilities, skilled nursing facilities and the home. Initiatives by the United States
government, such as the creation of Accountable Care Organizations, can align incentives for healthcare providers and
potentially lower the trajectory of rising healthcare costs and improve outcomes. The company is well positioned to
benefit from this trend as it markets its products through four channels: home healthcare providers; rehabilitation
providers; long-term care facilities; and government agencies.

The Canadian health care system is a publicly funded model that provides coverage to all citizens. The provinces and
territories administer and deliver most of Canada's health care services, and all health insurance plans are expected to
meet the national principles of the Canada Health Act. The objective of this Act is to provide consumer-centered
support and funding to residents who have long-term physical disabilities and to give access to personalized assistive
devices appropriate for the individual’s basic needs. Each provincial and territorial health insurance plan differs in
terms of the reimbursement policies and product specifications. This allows healthcare services to be adjusted to
regional needs. Invacare sells across Canada taking into consideration the differences in each region.

Europe Market

While the healthcare equipment market in each country in Europe has distinct characteristics, many of the factors
driving demand and affecting reimbursement are consistent with those in North America: population aging; more
patients with chronic illnesses; preference to increasingly deliver healthcare outside hospitals; and the use of
technology to increase productivity and reduce ancillary costs. Each country has variations in product specifications,
regulatory requirements, distribution needs and reimbursement policies, and these differences require the company to
tailor its approach to each local market. The company's core strategy is to address these markets with global product
platforms that are localized with country-specific adjustments as necessary. This is especially the case for power
wheelchairs, manual wheelchairs, and respiratory products. Customers in all European markets typically make product
selections based upon quality, features, alignment with local reimbursement requirements, and customer service.

Asia/Pacific Market

The company's Asia/Pacific segment is comprised of revenues from products sold into Australia, New Zealand, China,
Japan, Korea, India and Southeast Asia. Invacare's Asia/Pacific businesses sell through six distribution channels.
Mobility and seating products are sold via a dealer network with almost all sales directly government-funded.
Homecare products are sold via a dealer network that sells products to the consumer market. Long-term care products
are sold via a dealer network and directly to care facilities. The company operates a rental business in New Zealand
supporting the three largest providers in New Zealand’s North Island. Sales to other parts of Asia are sold via
distributors and agents based in Japan, Korea, India and Southeast Asia. Invacare China sells almost exclusively via
distributors and dealers focused in Shanghai, Beijing and Guangzhou.

Reimbursement

In most markets, the company does not make significant sales directly to end-users. In some cases, the company sells
directly to a government payor, for example, in the United States, the United Kingdom and certain Scandinavian
countries. In other cases, the company’s customers purchase products to have available for sale to or use by end-users.
These customers then work with end-users to determine what equipment may be needed to address the end-user’s
medical needs. Products are then provided to the end-user, and the company’s customer may seek reimbursement on
behalf of the consumer or sell the products, as appropriate. Product mix, pricing and payment terms vary by market.
The company believes its market position and technical expertise will allow it to respond to ongoing changes in
demand and reimbursement.
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PRODUCT CATEGORIES

The company manufactures and distributes products in three key product categories:

Mobility and Seating

Power Wheelchairs. Invacare designs, manufactures and distributes complex power wheelchairs for individuals who
require powered mobility. The range includes products that can be highly customized to meet an individual user's
needs, as well as products that are inherently versatile and meet a broad range of requirements. Center-wheel drive
power wheelchair lines are marketed under the Invacare® TDX® brand name as well as the Motion Concepts® ROVI®

X3 Power Base. The TDX line of power wheelchairs offers a combination of power, stability and maneuverability
including the
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Invacare® SureStep® suspension with Stability Lock and available G-Trac"fechnology. Seating systems offer elevate,
power tilt and recline features. The company also offers rear-wheel drive power wheelchair technology through the
Invacare® Storm Series® The company has several subsidiaries that specialize in complementary technology to
enhance the utility of wheelchairs for unique and complex physiological needs. For example, Adaptive Switch Labs
(ASL) manufactures alternative electronic control systems that enable wheelchair and environmental control via
sip/puff or head position inputs. Motion Concepts designs and produces custom powered seating modules and
positioning systems. Alber sells innovative power add-on devices that enable manual wheelchair users to have
optional electric power to augment manual propulsion and enable caretakers to more easily maneuver manual
wheelchairs. In addition, Dynamic Controls (DCL) makes sophisticated control electronics that enable wheelchair
control, remote programming and diagnostics. The company continues to be a leader in this market with unique
intellectual property in wheelchair suspension, alternative controls, and electronics.

Custom Manual Wheelchairs. Invacare designs, manufactures and markets a range of custom manual wheelchairs and
recreational products for independent everyday use, outdoor recreation, casual and competitive sports, such as
basketball, racing and tennis. These products are marketed under the Invacare® and Invacare® Top End® brand names.
The company also has a premiere line of lightweight aesthetically stylish custom manual wheelchairs designed and
manufactured in Switzerland under the Kiischall® brand. These custom manual wheelchairs provide a wide range of
mobility solutions for everyday activities. The company’s competitive advantages include a wide range of features and
functionality and the ability to build purposeful custom wheelchairs, as well as wheelchairs that collapse to fit into
very small spaces for ease of transportability.

Seating and Positioning Products. At the core of care for seated end-users is the need for proper seating and
positioning. Invacare designs, manufactures and markets some of the industry’s best custom seat systems, seat
cushions, back supports and accessories to enable care givers to optimize the posture of their clients in mobility
products. The Invacare® Seating and Positioning series provides seating solutions for less complex needs. The
.Invacare® Matrx® Series offers versatile modular seating components with unique proprietary designs and materials
that optimize pressure management and help ensure long-term proper posture. The company's PinDot® series provides
custom molded seat modules that can accommodate the most unique anatomic needs and can be adapted to fit with a
wide range of mobility products. This high-level of customization and ability to rapidly produce custom products is
highly specialized in the market, and is valued by therapists who need timely solutions for their clients’ most complex
clinical needs.

Lifestyle Products

Pressure Relieving Sleep Surfaces. Invacare manufactures and distributes a complete line of therapeutic pressure
relieving overlays and mattress systems for the prevention and treatment of pressure ulcers. The Invacare® Softform
and microAIR® brand names feature a broad range of pressure relieving foam mattresses or powered mattresses with
alternating pressure, low-air-loss, or rotational mattresses, which redistribute weight and assist with moisture
management. These mattresses are designed to provide comfort, support and relief to those patients who are immobile
or have limited mobility; who may have fragile skin or be susceptible to skin breakdown; and who spend long periods
in bed.

Safe Resident Handling. Invacare manufactures and distributes products needed to assist in transferring individuals
from surface to surface (e.g., bed to chair). Designed for use in the home or in institutional settings, these products
include ceiling and floor lifts, sit-to-stand devices and a comprehensive line of slings.

Beds. Invacare manufactures and distributes a wide variety of manual, semi-electric and fully-electric beds for both
residential care and home use under the Invacare® brand name. Also available are bariatric beds and accompanying
accessories to serve the special needs of bariatric patients. Bed accessories include bedside rails, mattresses, overbed
tables and trapeze bars. The company’s bed systems introduced the split-spring bed design, which is easier for HME
providers to deliver, assemble and clean. Invacare’s beds also feature patented universal bed-ends, where the
headboard and footboard may be used interchangeably. This enables customers to more efficiently deploy their
inventory.
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Manual Wheelchairs. Invacare designs, manufactures and distributes a complete line of manual wheelchairs. The
company's manual wheelchairs are sold for use in the home and in institutional settings. Consumers include people
who are chronically or temporarily disabled and require basic mobility with little or no frame modification and may
propel themselves or be moved by a caregiver. The company’s manual wheelchairs are marketed under the Invacaré®
brand name. Examples include the 9000 and Tracer® wheelchair product lines.

Personal Care. Invacare distributes a full line of personal care products, including ambulatory aids such as rollators,
walkers, and wheeled walkers. Also available are bathing safety aids such as tub transfer benches and shower chairs,
as well as patient care products, such as commodes and other toileting aids. In some markets where payors value
durable long-lasting devices, especially outside of the U.S., personal care products continue to be an important part of
the Lifestyles business. In certain markets, and in the U.S. in particular, this product area is being focused on
residential care.
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Respiratory Therapy Products

The company designs and manufactures products that concentrate oxygen for consumers who need supplemental
oxygen for breathing. Invacare® oxygen products meet a wide variety of needs, including stationary systems for use
while at home and portable systems for mobile use. Historically, oxygen therapy was provided through delivery of
large tanks of liquid oxygen or the routine delivery of tanks of compressed oxygen to patients. Industry trends
continue to displace modes of oxygen therapy that involve delivery, which is costlier to provide and less convenient
for patients who need to coordinate the exchange of oxygen containers. Published industry data suggests a large
portion of the costs associated with home oxygen therapy are directly associated with delivery-related activities
required to meet the ambulatory oxygen therapy needs of patients. Invacare’s newer modalities of oxygen supply
replace these costlier and constraining delivery-based forms of care.

Stationary Oxygen Concentrators. Invacare oxygen concentrators are manufactured under the Perfecto2, Perfecto2 V™
and Platinum'Brand names and are available in five-, nine-, and ten-liter models. All Invacare stationary concentrators
are designed to provide patients with durable equipment that reliably concentrate oxygen at home or in a healthcare
setting. Stationary oxygen concentrators are typically used by people needing nocturnal oxygen, or those who have
advanced-stage lung diseases and whose lifestyles keep them largely at home.

Oxygen Refilling Devices. The Invacare® HomeFill® Oxygen System allows oxygen patients to fill their own portable
oxygen cylinders from an oxygen concentrator within the home and therefore have very convenient portable sources
of supply in addition to oxygen supply while at home. As a result, medical equipment providers can virtually
eliminate time-consuming and costly service calls associated with cylinder and/or liquid oxygen deliveries while at
the same time enhancing the lifestyle of the patient.

Portable Oxygen Concentrators. The fastest growing modality of providing supplementary oxygen is the
battery-powered portable category. Invacare’s new Platinum MobiléOxygen Concentrator has among the most
rompetitive features in the three-liter category. This newly launched product supplements the Invacare® SOLO2® and
XPO2'ttansportable oxygen concentrators available in Europe, which offer pulse dose and continuous flow oxygen in
volumes up to three liters per minute.

GEOGRAPHIC SEGMENTS
Europe

The company’s Europe segment operates as an integrated unit across the European, Middle Eastern and African
markets with sales and operations throughout Europe. The Europe segment is coordinated with other global business
units for new product development, supply chain resources and additional corporate resources. This segment primarily
includes: mobility and seating; lifestyle; and respiratory therapy product lines. The company manufactures power
wheelchair products, wheelchair power add-ons and hygiene products in different facilities in Germany. Manual
wheelchair products are manufactured in Switzerland, Sweden, and France. The company manufactures beds in
Portugal and Sweden for various markets. Invacare manufactures therapeutic support surfaces, and seating and
positioning products in the U.K. Respiratory products, such as oxygen concentrators and Invacare® HomeFill®
systems, are imported. The Europe segment comprised 51.6%, 47.0% and 48.1% of the net sales from continuing
operations in 2016, 2015 and 2014, respectively.

North America
North America includes the following segments in the United States and Canada:

North America/Home Medical Equipment (North America/HME) - This segment primarily includes: mobility and
seating, lifestyle and respiratory therapy product lines. Products are sold through rehabilitation providers, home
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healthcare providers, and government provider agencies, such as the Veterans Administration. This segment included
Garden City Medical Inc. ("GCM") which was sold on September 30, 2016. This segment comprised 38.0%, 41.5%
and 40.0% of the net sales from continuing operations in 2016, 2015 and 2014, respectively.

Institutional Products Group (IPG) - This segment sells healthcare furnishings including long-term care beds, case
goods, safe patient handling equipment, and other equipment and accessories for long-term care customers. This
segment also provides interior design services for nursing homes and assisted living facilities involved in renovation
and new construction. IPG also included Dynamic Medical System, LLC, and Invacare Outcomes Management, LLC
(collectively "the rentals businesses") which were divested on July 2, 2015. This segment comprised 6.1%, 7.6% and
8.1% of net sales from continuing operations in 2016, 2015 and 2014, respectively.

I-6
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The company’s Asia/Pacific segment consist of Invacare Australia, Invacare New Zealand and Dynamic Controls. The
company distributes a range of medical equipment including mobility and seating, lifestyle and respiratory therapy
products to homecare and long-term care markets in Australia and New Zealand. Dynamic Controls is a manufacturer
of electronic operating components used in power wheelchairs, scooters, respiratory and other products used in
Invacare products and in products sold by other companies. This segment comprised 4.3%, 3.9% and 3.8% of the net
sales from continuing operations in 2016, 2015 and 2014, respectively.

Discontinued Operations

Invacare also manufactured and sold stationary standing assistive devices for use in patient rehabilitation through its
Altimate Medical, Inc., subsidiary that was divested on August 29, 2014. See Item 7. Management's Discussion and
Analysis of Financial Condition and Results of Operations - Discontinued Operations.

Divested Operations

On September 30, 2016, the company divested GCM which sourced and distributed primarily lifestyle products under
the brand ProBasics'By PMI. GCM was part of the North America/HME segment of the company.

Invacare divested the rentals businesses on July 2, 2015, which were included in the IPG segment. Prior to the
disposition of these rentals businesses, IPG had rented long-term care medical equipment and accessory products
through these rentals businesses.

The company determined that the sale of GCM and the rentals businesses did not meet the criteria for classification as
discontinued operations and therefore results from these businesses remain in their respective segments unless
otherwise noted.

For financial information regarding reportable segments, including revenues from external customers, products,
segment profitability, assets and other information by segments, see Business Segments in the Notes to the
Consolidated Financial Statements of this Annual Report on Form 10-K.

WARRANTY

Generally, the company’s products are covered by warranties against defects in material and workmanship from the
date of sale to the customer for various periods depending on the product. Certain components carry a lifetime
warranty.

COMPETITION
North America and Asia/Pacific

The durable medical equipment market is highly competitive, and Invacare products face significant competition from
other well-established manufacturers and distributors. Various competitors, from time to time, have instituted
price-cutting programs in an effort to gain market share and may do so again in the future. In addition, as
reimbursement pressures persist in the U.S. market, some customers are beginning to directly source select lifestyle
products to secure a low-cost advantage. The company believes that successfully increasing market share is dependent
on providing value to the customer based on the quality, performance, durability, and clinical benefits of the

12
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company's products, the technical expertise of the sales force, the effectiveness of the company's distribution system,
the strength of the dealer and distributor network, and the availability of prompt and reliable service for its products.

Europe
As a result of the different reimbursement mechanisms per country and varied competitive distribution practices
across Europe, the principal competition varies from one country to another. In 2016, some consolidation resulted in

country-specific or limited regional competitors becoming regional affiliates of global competitors. In the areas of
beds, hygiene, walking aids and safe patient handling, country-specific competitors remain strong and more localized.

I-7
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MARKETING AND DISTRIBUTION
North America

In the United States, Invacare products are marketed primarily to clinical specialists in rehabilitation centers,
long-term care facilities, government agencies and residential care settings. The company markets to these medical
professionals, who refer their patients to HME providers to obtain specific types of the company’s medical equipment.
The company sells its products to these providers.

In 2016, the North America sales force continued shifting from being a generalist sales force with separate smaller
subsidiary sales teams, to become an integrated sales team focused in two primary areas. These two primary groups of
specialized sales professionals each focus on clinically complex products to either support customer needs in complex
rehabilitation or post-acute care. In 2016, over 40% of the North America sales force was hired and trained with this
focus in mind, and virtually 100% of the sales representatives began working in a materially new way, with new
customer call points, new products, new focus and a significant emphasis on patient-centric care and improved
outcomes for complex clinical needs.

The IPG sales and marketing organization consists of outside sales representatives and independent representative
agencies supported by a marketing group that generates awareness and demand at skilled nursing facilities for
Invacare products and services. IPG also provides interior design services and products for nursing homes and assisted
living facilities involved with renovation and new construction.

The company contributes extensively to editorial coverage in trade publications concerning the products the company
manufactures. Company representatives attend numerous trade shows and conferences on a national and regional basis
in which Invacare products are displayed to providers, health care professionals, managed care professionals and
consumers. The company also drives awareness of its brand through its website, as well as with online communities of
people who may use its products.

The company raises consumer awareness of its products through its sponsorship of a variety of wheelchair sporting
events and support of various philanthropic causes benefiting the consumers of the company's products. The company
continued its sponsorships of individual wheelchair athletes and teams, including several of the top-ranked female and
male racers, hand-cyclists and wheelchair tennis players in the world. In 2016, the company fitted and provided highly
customized sports devices to elite global athletes who competed in their respective national teams in the 2016
Paralympic Games. In addition, the company continued its support of disabled veterans through its continuous
sponsorship of the 37th National Veterans Wheelchair Games, the largest annual wheelchair sporting event in the
world, and of the Invictus Games, a global sporting event to inspire recovery in veterans from all over the world. The
games bring a competitive and recreational sports experience to military service veterans who use wheelchairs for
their mobility needs due to spinal cord injury, neurological conditions or amputation.

The company's products are distributed through a network of facilities and directly from some manufacturing sites to
optimize cost and delivery performance.

Europe

The company’s European operations primarily conduct manufacturing, marketing and distribution functions in Western
Europe and coordinate export sales activities through local distributors for markets in the Middle East and Africa. The
company has a sales force of employees and distributors. In markets where the company has its own sales force,
product sales are made to dealers of medical equipment or directly to government agencies. Marketing functions are
staffed by central and regional teams to optimize coverage and content. The company operates distribution centers in
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various locations to optimize cost and delivery performance.
Asia/Pacific

The company's Asia/Pacific segment is comprised of revenues from two main businesses. Invacare Asia/Pacific sells
electronic controls systems from its Dynamic Controls business to medical equipment manufacturers, including
Invacare, its affiliates and other companies. These controls systems and components are used primarily in mobility
and respiratory devices. This segment also includes revenue from trade sales and rentals to customers in Australia,
New Zealand, China, Japan, Korea and Southeast Asia. The sales and rentals businesses trade in Invacare and
third-party products as required to meet local needs. Products are distributed throughout Asia via a network of
distribution modes designed to optimize cost and delivery performance.

I-8
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Marketing in direct markets in Asia/Pacific are managed regionally. Sponsorship efforts are focused around programs
designed to introduce people with disabilities to sports as a pathway to inclusion. In 2016, Invacare New Zealand was
a supporting partner and preferred equipment supplier of Paralympics New Zealand. Invacare also sponsored the Oz
Day 10K classic wheelchair race on Australia Day. Invacare was a sponsor of the Attitude Trust and was a named
sponsor for the Disabled Sports Person of the Year award that was held as part of the Attitude Awards on World
Disability Day in New Zealand.

PRODUCT LIABILITY COSTS

The company is self-insured in North America for product liability exposures through its captive insurance company,
Invatection Insurance Company, which currently has a policy year that runs from September 1 to August 31 and
insures annual policy losses up to $10,000,000 per occurrence and $13,000,000 in the aggregate. The company also
has additional layers of external insurance coverage, related to all lines of insurance coverage, insuring up to
$75,000,000 in aggregate losses per policy year arising from individual claims anywhere in the world that exceed the
captive insurance company policy limits or the limits of the company’s per country foreign liability limits, as
applicable. There can be no assurance that Invacare’s current insurance levels will continue to be adequate or available
at affordable rates.

Product liability reserves are recorded for individual claims based upon historical experience, industry expertise and
other indicators. Additional reserves, in excess of the specific individual case reserves, are provided for incurred but
not reported claims based upon actuarial valuations at the time such valuations are conducted. Historical claims
experience and other assumptions are taken into consideration by the company in estimating the ultimate reserves. For
example, the actuarial analysis assumes that historical loss experience is an indicator of future experience, that the
distribution of exposures by geographic area and nature of operations for ongoing operations is expected to be very
similar to historical operations with no dramatic changes and that the government indices used to trend losses and
exposures are appropriate. Estimates made are adjusted on a regular basis and can be impacted by actual loss awards
and settlements on claims. While actuarial analysis is used to help determine adequate reserves, the company is
responsible for the determination and recording of adequate reserves in accordance with accepted loss reserving
standards and practices.

PRODUCT DEVELOPMENT AND ENGINEERING

The company’s strategy includes establishing a cadence of developing meaningful new products in key markets and in
all product areas. In coordination with various technical groups across the company’s network, Invacare launched a
series of new innovations in 2016, including the following:

The Alber® Twion® is a lightweight power-assist add-on wheelchair drive which was launched early 2016 in the
United States. By utilizing the latest gearless digital motor technology and full smartphone connectivity, it provides
consumers with extra power for propelling their wheelchairs. Intelligent force sensors activate the right amount of
motor assistance for the consumer, to move them more easily while reducing the risk of repetitive strain injuries that
may result from long-term manual wheelchair use.

The Invacare® Myon® HC is the new custom manual folding wheelchair in the company's active manual line of
products. It has a unique folding mechanism that allows it to be folded using only one hand instead of a more typical
¢wo-hand operation. The chair is highly configurable, which gives prescribing care providers the flexibility to get a
good fit for users while maintaining the rigid efficiency and ride quality that is typically only available with less
adjustable non-folding wheelchairs. This product launched in Europe in 2015, and in North America in April 2016.
The Aquatec® Kogia® bathlifter launched in May 2016 in Europe, and it has already won the Good Design Award
2016. The Aquatec Kogia has been designed with comfort, ease of use and safety in mind. Weighing only 22 pounds,
the Kogia is lightweight and still able to support up to 300 pounds.
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In Europe, Invacare launched the first phase of the Invacare® LINX® power wheelchair control system. Invacare
LiNX is the company's new user-inspired control system that provides a revolutionary driving experience to
consumers. Featuring a unique modular design, the first generation of this system can be expanded, customized and
adjusted to match the changing needs of the consumer. Key features include simplified user interactions; quick
intuitive configurability; and a more responsive drive experience for greater user confidence. Phase two of the LiNX
roll-out, which includes application to more complex rehab controls, as well as the North America launch, are planned
for the second half of 2017.

The Alber® e-fix® is a lightweight and highly efficient, fully digital add-on hub drive controlled by a joystick. This
product was introduced to the U.S. market in late 2016. The ultra-lightweight lithium-ion batteries weigh only 4.4
Ibs., which makes it the most lightweight power-supply in its category. The drive components can be disassembled in
seconds by means of quick release connections to provide unsurpassed transportability for the client and attendant.

I-9
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The Invacare® Platinum® Mobile portable oxygen concentrator (POC) was launched in late 2016 in the quickly
growing portable oxygen concentrator segment. The company's POC weighs less than five pounds, is quiet and
durable. The unit has pulse settings from 1 - 4 to meet the varying needs of respiratory ailments. It features Invacare®
Sensi-Pulse Technology that customizes the size of each bolus of oxygen to meet patient demand. Additionally, the
Invacare Platinum Mobile Oxygen Concentrator is designed to pass real use conditions of daily life with user-friendly
features.

Throughout 2016, Kiischall, the company's lightweight high-performance wheelchair products from Switzerland,
introduced several new wheelchairs to its line. The Kiischall Compact is a sleek, lightweight foldable wheelchair
developed to meet customer needs in price sensitive regions or healthcare systems. Next to it, the Kiischall Champion
active rigid wheelchair that folds is now available in an even more compact version through a new folding front frame
option. In December 2016, the company received 510(k) clearance from FDA to introduce Kiischall products into the
U.S. market.

MANUFACTURING AND SUPPLIERS

The company’s objective is to efficiently deploy resources in its supply network to achieve the best quality, service
performance and lowest total cost. The company targets to achieve this result with a combination of value from
Invacare facilities, contract manufacturers and key suppliers.

The company continues to emphasize reducing the cost of its manufacturing and distribution operations. The company
is expanding its culture of deploying current Good Manufacturing Practices (“cGMP”’) and Lean Manufacturing
principles to eliminate waste throughout the network and will continue to pursue ongoing improvements. At its core,
the company’s operations produce and distribute both custom-configured products for specialized clinical situations
and standard products.

The company procures raw materials, components and finished goods from a global network. The company utilizes
regional sourcing offices to identify, develop and manage its supply base. Where appropriate, Invacare utilizes
suppliers across multiple regions to ensure flexibility, continuity and responsiveness. The company’s network of
engineering design centers, product management groups and sources of supply are actively managed to optimize costs
and satisfy customer demand.

North America

The company operates several vertically integrated factories in North America, each with specific capabilities: custom
powered wheelchairs and seating products (Elyria, OH); manual and passive manual wheelchairs and patient aids
(Reynosa, MX); beds, institutional case goods and respiratory therapy products (Sanford, FL); manual recreational
and wheelchair products (Pinellas Park, FL), passive manual and pediatric wheelchairs (Simi Valley, CA); and seating
and positioning systems (Toronto, ONT). Products made in North American operations are sold in North America and
are shipped as finished goods and as subcomponents to internal and external customers globally. The company is
rationalizing its North American distribution network to optimize delivery performance and cost.

Asia/Pacific
Invacare manufactures products that serve global markets through the company’s wholly-owned factories in Suzhou,
Jiangsu Province, China. The Suzhou facilities supply finished goods and subcomponents to internal and external

customers worldwide.

Europe
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The company has eight manufacturing and assembly facilities in Europe with capabilities to manufacture patient aids,
wheelchairs, powered mobility accessories, bath safety products, beds, therapeutic support surfaces, and patient
transport products. Products manufactured in Europe are used by customers worldwide.

GOVERNMENT REGULATION

The company is governed by regulations that affect the manufacture, distribution, marketing and sale of its products
and regulate healthcare reimbursement that may affect its customers and the company directly. These policies differ
among and within every country in which the company operates. Changes in regulations, guidelines, procedural
precedents, enforcement and healthcare policy take place frequently and can impact the size, growth potential and
profitability of products sold in each market.

In many markets, healthcare costs have been consistently increasing in excess of the rate of inflation and as a
percentage of GDP. Efforts to control the payor's budget deficits have impacted reimbursement levels for healthcare
programs. Private insurance companies often mimic changes in federal programs. Reimbursement guidelines in the
home healthcare industry have a substantial
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impact on the nature and type of equipment consumers can obtain and thus, affect the product mix, pricing and
payment patterns of the company’s customers who are the medical equipment providers.

The company has continued its efforts to influence public policies that impact home-based and long-term non-acute
healthcare. The company has been actively educating federal and state legislators about the needs of the patient
communities it serves and has worked with policy authors to ensure the industry’s healthcare consumer needs are
represented. The company believes its efforts have given the company a competitive advantage. Customers and
end-users recognize the company’s advocacy efforts, and the company has the benefit of remaining apprised of
emerging policy direction.

FDA

The United States Food and Drug Administration (“FDA”) regulates the manufacture and sale of medical devices. Under
such regulation, medical devices are classified as Class I, Class II or Class III devices, depending on the level of risk
posed to patients, with Class III designating the highest-risk devices. The company’s principal products are designated
as Class I or Class II devices. In general, Class I devices must comply with labeling and record-keeping requirements
and are subject to other general controls. In addition to general controls, certain Class II devices must comply with
product design and manufacturing controls in compliance with the Quality System Regulation (QSR). Domestic and
foreign manufacturers of medical devices sold in the U.S. are subject to periodic inspections by FDA. In addition,

some foreign governments have adopted regulations relating to the design, manufacture and marketing of health care
products.

Consent Decree

In December 2012, the company reached agreement with FDA on the terms of the consent decree of injunction with
respect to the company's Corporate facility and its Taylor Street wheelchair manufacturing facility in Elyria, Ohio. A
complaint and consent decree were filed in the U.S. District Court for the Northern District of Ohio, and on
December 21, 2012, the Court approved the consent decree and it became effective. The injunction limits the
company's manufacture and distribution of power and manual wheelchairs, wheelchair components and wheelchair
sub-assemblies at or from its Taylor Street manufacturing facility in Elyria, Ohio. The decree also temporarily limited
design activities related to wheelchairs and power beds that take place at the impacted Elyria, Ohio facilities. The
company is entitled to continue to produce from the Taylor Street manufacturing facility certain medically necessary
wheelchairs provided that documentation and record-keeping requirements are followed, as well as replace, service
and repair products already in use, under terms delineated in the consent decree. In addition, the company was able to
fulfill purchase orders and quotes that were in the company's order fulfillment system prior to the effective date of the
decree.

Under the terms of the consent decree, in order to resume full operations at the impacted facilities, the company must
successfully complete a third-party expert certification audit and receive written notification from FDA. The
certification audit is comprised of three distinct reports. The first two of the three certification reports were completed
and accepted by FDA during 2013. In February 2016, the third-party expert issued its third certification report
indicating substantial compliance with FDA’s Quality System Regulation (QSR), and the report was submitted to
FDA. Similar to the first and second certification processes, FDA has responded to this report with clarifying
questions to which the company and the independent expert have responded.

In December 2015, FDA issued Form 483 observations following a 2015 inspection lasting approximately five
months at the Corporate and Taylor Street facilities in Elyria, Ohio which included a review of the company’s
compliance with the terms of the consent decree and the matters covered by the first and second expert certification
reports previously accepted in 2013 (the “December 2015 Form 483”). The company has filed its responses to this Form
483 and continues to work on addressing FDA’s observations.
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On June 7, 2016, the company received a letter from FDA in follow up to the December 2015 Form 483 and the
company’s subsequent responses. To satisfy FDA’s design control requirements, the FDA letter outlined additional
steps the company must take. In particular, FDA clarified its requirement for the company to complete the remediation
of certain design history files ("DHFs") referenced in the December 2015 Form 483 and in the consent decree. Before
the company can design any new Taylor Street wheelchair devices, the specified DHFs must be completed, then
recertified by the company’s third-party expert, whose updated report must be accepted by FDA. FDA also clarified
that its acceptance of the expert’s report on these DHFs is a prerequisite to proceeding further with the third
certification process. In January 2017, the company submitted the specified DHFs to the third-party expert for review.
The company cannot predict the third-party's acceptance of the company's DHFs as conforming to design control
requirements, nor the timing of the third-party's updated report or FDA's acceptance of the report.

Upon FDA reinstatement of the second certification and acceptance of the third certification report, the company will
then submit a report in accordance with paragraph 5H of the consent decree. The SH report is written by the company
detailing its
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actions to improve its quality systems and overall compliance status together with its written responses to any
observations in the independent expert’s certification report and prior FDA inspection observations. Upon acceptance
of this SH report, FDA will have 30 days to initiate reinspection of the company's Corporate and Taylor Street
operations. The company cannot predict the acceptance of this report by FDA, the timing or duration of the inspection,
nor any remaining work that may be needed to meet FDA's requirements for resuming full operations at the impacted
facilities.

After resumption of full operations, the company must undergo five years of audits by a third-party expert to
determine whether the facilities are in continuous compliance with FDA regulations and the consent decree. The
auditor will inspect the Corporate and Taylor Street facilities’ activities every six months during the first year
following the resumption of full operations and then annually for the following four years.

Under the consent decree, FDA has the authority to order the company to take a wide variety of actions if FDA finds
that the company is not in compliance with the consent decree or FDA regulations, including requiring the company to
cease all operations relating to Taylor Street products. FDA also can order the company to undertake a partial
cessation of operations or a recall, issue a safety alert, public health advisory, or press release, or to take any other
corrective action FDA deems necessary with respect to Taylor Street products.

FDA also has authority under the consent decree to assess liquidated damages of $15,000 per violation per day for any
violations of the consent decree, FDA regulations or the federal Food, Drug, and Cosmetic Act. FDA also may assess
liquidated damages for shipments of adulterated or misbranded devices, except as permitted by the consent decree, in
the amount of twice the sale price of any such adulterated or misbranded device. The liquidated damages are capped at
$7,000,000 for each calendar year. The liquidated damages are in addition to any other remedies otherwise available
to FDA, including civil money penalties.

For additional information regarding the consent decree, please see the following sections of this Annual Report on
Form 10-K: Item 1. Business - Government Regulation; Item 1A. Risk Factors; and Item 7. Management's Discussion
and Analysis of Financial Condition and Results of Operations - Outlook and - Liquidity and Capital Resources.

Other FDA Matters

In December 2010, the company received a warning letter from FDA related to quality system processes and
procedures at the company's Sanford, Florida facility. In October 2014, FDA conducted an inspection at the Sanford
facility and, at the conclusion, issued Form 483 observations. The company responded to FDA in a timely manner,
and it is executing a comprehensive quality systems remediation plan that is intended to address all of FDA’s concerns
regarding the Sanford facility in the warning letter and Form 483. At the time of filing of this Annual Report on Form
10-K, this matter remains pending. See Item 1A. Risk Factors.

In 2014, FDA conducted inspections at the company’s manufacturing facility in Suzhou, China, at the company’s
electronic components subsidiary in Christchurch, New Zealand, and at the company's electromotive subsidiary, Alber
GmbH, in Albstadt, Germany. FDA issued its inspectional observations on Form 483 after these inspections, and the
company submitted its responses to the agency in a timely manner. The agency has accepted the company's responses
and closed these inspections.

In May 2016, FDA inspected the company's manufacturing facility in Suzhou, China, and had no inspectional
observations. In July 2016, FDA inspected Motion Concepts L.P. in Concord, Ontario, Canada and issued its
inspectional observations on Form 483. The company made a timely response to FDA regarding these Form 483
observations, and the agency has accepted the responses and closed the inspection.

The results of regulatory claims, proceedings or investigations are difficult to predict. An unfavorable resolution or
outcome of the FDA warning letter or Form 483 observations, or any other matter that may arise out of any FDA
inspection of the company's sites, could materially and adversely affect the company's business, financial condition,
liquidity and results of operations.
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From time to time, the company may undertake voluntary recalls or field corrective actions of the company’s products
to correct product issues that may arise. These actions are necessary to ensure the company's products adhere to high
standards of quality and safety. The company continues to operate these programs to ensure compliance with
applicable regulations and actively keeps abreast of proposed regulations, particularly those which could have a
material adverse effect on the company.

National Competitive Bidding

In the United States, the Centers for Medicare and Medicaid Services ("CMS") is a significant payor and governs
healthcare reimbursement for Medicare and Medicaid services. On January 1, 2011, CMS began its National
Competitive Bidding ("NCB") program in nine metropolitan statistical areas across the country ("Round 1") to reduce

healthcare spending. On July 1, 2013,
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CMS expanded the program to an additional 91 metropolitan statistical areas ("Round 2"). These bid programs have
resulted in new, lower Medicare payment rates in these 100 areas. CMS expects to rebid reimbursement rates in these
areas at least every three years. In January 2016, CMS began the deployment of NCB rates to the remainder of the
Medicare population that had not yet been impacted by the program. These were primarily less densely populated,
rural areas. CMS divided the United States into eight regions and is applying the average reimbursement reduction per
NCB product category in each region from Round 1 and Round 2 to the rural providers in those eight regions. Fifty
percent of the rural reimbursement reduction became effective in January 2016. The remaining half of the reduction
was applied in July 2016, although in December 2016 Congress retroactively delayed that second half reimbursement
reduction until January 1, 2017. The company’s exposure to effects of NCB rate reductions and any similar reductions
from private payors or state agencies is primarily related to the increased credit risk of its customers whose revenue
based on reimbursement may be significantly reduced. As reimbursement rates are reduced, the company’s customers
may experience pressure on profitability and liquidity. The company therefore remains judicious in its extension of
credit to its customers and is vigilant about collections efforts.

Although reductions in CMS payments are not beneficial to the homecare industry, the company believes it can still
grow and thrive in this environment. The company intends to continue productivity initiatives. As a result of
reimbursement reductions, the company’s customers are increasingly interested in cost-effective clinical solutions for
their clients. Some of the company’s solutions are particularly effective in providing clinical benefits to patients and
cost-effective healthcare provision for the company’s customer-providers. As an example, the company’s respiratory
therapy products can help offset reimbursement reductions by eliminating the need for routine home exchange
services of pre-filled oxygen cylinders with end-users. Delivery costs can be a substantial element of cost for its
customers. The company's HomeFill oxygen systems and the company’s oxygen concentrators can provide effective
convenient therapy for consumers and cost-effective equipment solutions for providers by eliminating customer's costs
associated with home cylinder exchange. The company intends to develop other products that help providers improve
profitability.

BACKLOG

The company generally manufactures its products to meet near-term demands by shipping from stock or by building
to order based on the specialized nature of certain products. Therefore, the company does not have substantial backlog
of orders of any particular product nor does it believe that backlog is a significant factor for its business.

EMPLOYEES
As of December 31, 2016, the company had approximately 4,600 employees.
FOREIGN OPERATIONS AND EXPORT SALES

The company also markets its products for export to other foreign countries. In 2016, the company's products were
sold in over 100 countries. For information relating to net sales, operating income and identifiable assets of the
company’s foreign operations, see Business Segments in the Notes to the Consolidated Financial Statements.

AVAILABLE INFORMATION

The company files Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K,
and any amendments thereto, as well as proxy statements and other documents with the Securities and Exchange
Commission (SEC). The public may read and copy any material that the company files with the SEC at the SEC’s
Public Reference Room located at 100 F Street, NE, Washington D.C. 20549. The public may obtain information on
the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC also maintains a
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website, www.sec.gov, which contains all reports, proxy statements and other information filed by the company with
the SEC.

Additionally, Invacare’s filings with the SEC are available on or through the company’s website, www.invacare.com, as
soon as reasonably practicable after they are filed electronically with, or furnished to, the SEC. Copies of the
company’s filings also can be requested, free of charge, by writing to: Shareholder Relations Department, Invacare
Corporation, P.O. Box 4028, Elyria, OH 44036-2125. The contents of the company's website are not part of this

Annual Report on Form 10-K.
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FORWARD-LOOKING INFORMATION

This Form 10-K contains forward-looking statements within the meaning of the “Safe Harbor” provisions of the Private
Securities Litigation Reform Act of 1995. Terms such as “will,” “should,” “could,” “plan,” “intend,” “expect,” “continue,” “be
and “anticipate,” as well as similar comments, denote forward-looking statements that are subject to inherent
uncertainties that are difficult to predict. Actual results and events may differ significantly from those expressed or
anticipated as a result of risks and uncertainties, which include, but are not limited to, the following: adverse effects of
the company’s consent decree of injunction with the U.S. Food and Drug Administration (FDA), including but not
limited to, compliance costs, limitations on the production and/or distribution of the company's products, inability to
bid on or win certain contracts, unabsorbed capacity utilization, including fixed costs and overhead, or limitations on
the company’s ability to design new power wheelchairs at its Corporate and Taylor Street facilities; any circumstances
or developments that might delay or adversely impact FDA's acceptance of the expert’s updated report on the
remediation of specified design history files, FDA's acceptance of the third, most comprehensive expert certification
audit report, FDA's acceptance of the company's own written report as required by the consent decree, or FDA's
inspection of the company's quality systems at the Elyria, Ohio, facilities impacted by the consent decree, including
any possible failure to comply with the consent decree or FDA regulations, any requirement to perform additional
remediation activities or further resultant delays in receipt of FDA's written notification to resume operations;
regulatory proceedings or the company's failure to comply with regulatory requirements or receive regulatory
clearance or approval for the company's products or operations in the United States or abroad; adverse effects of
regulatory or governmental inspections of company facilities at any time and governmental enforcement actions;
circumstances or developments that may make the company unable to implement or realize the anticipated benefits, or
that may increase the costs, of its current business initiatives; product liability or warranty claims; product recalls,
including more extensive warranty or recall experience than expected; the failure or refusal of customers or healthcare
professionals to sign verification of medical necessity (VMN) documentation or other certification forms required by
the exceptions to FDA consent decree; possible adverse effects of being leveraged, including interest rate or event of
default risks; exchange rate fluctuations, particularly in light of the relative importance of the company's foreign
operations to its overall financial performance and including the existing and potential impacts from the Brexit
referendum; potential impacts of the new United States administration’s policies, and any legislation or regulations that
may result from those policies, such as possible border-adjusted taxes on imported goods; legal actions, including
adverse judgments or settlements of litigation or claims in excess of available insurance limits; adverse changes in
government and other third-party payor reimbursement levels and practices both in the U.S. and in other countries
(such as, for example, more extensive pre-payment reviews and post-payment audits by payors, or the continuing
impact of the Medicare National Competitive Bidding program); ineffective cost reduction and restructuring efforts or
inability to realize anticipated cost savings or achieve desired efficiencies from such efforts; delays, disruptions or
excessive costs incurred in facility closures or consolidations; tax rate fluctuations; additional tax expense or
additional tax exposures, which could affect the company's future profitability and cash flow; inability to design,
manufacture, distribute and achieve market acceptance of new products with greater functionality or new product
platforms that deliver the anticipated benefits; consolidation of health care providers; lower cost imports; uncollectible
accounts receivable; difficulties in implementing/upgrading Enterprise Resource Planning systems; risk of
cybersecurity attack, data breach or data loss and/or delays in or inability to recover or restore data and IT systems;
risks inherent in managing and operating businesses in many different foreign jurisdictions; decreased availability or
increased costs of materials which could increase the company's costs of producing or acquiring the company's
products, including possible increases in commodity costs or freight costs; heightened vulnerability to a hostile
takeover attempt or other shareholder activism; provisions of Ohio law or in the company's debt agreements, charter
documents or other agreements that may prevent or delay a change in control, as well as the risks described from time
to time in the company's reports as filed with the Securities and Exchange Commission. Except to the extent required
by law, the company does not undertake and specifically declines any obligation to review or update any
forward-looking statements or to publicly announce the results of any revisions to any of such statements to reflect
future events or developments or otherwise.
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Item 1A. Risk Factors.

The company’s business, operations and financial condition are subject to various risks and uncertainties. One should
carefully consider the risks and uncertainties described below, together with all of the other information in this Annual
Report on Form 10-K and in the company’s other filings with the SEC, before making any investment decision with
respect to the company’s securities. The risks and uncertainties described below may not be the only ones the company
faces. Additional risks and uncertainties not presently known by the company or that the company currently deems
immaterial may also affect the company’s business. If any of these known or unknown risks or uncertainties occur,
develop or worsen, the company’s business, financial condition, results of operations and future growth prospects
could change substantially.

The company is subject to a consent decree of injunction ("consent decree") with the U.S. Food and Drug
Administration (“FDA”), the effects of which have been, and continue to be, costly to the company and could result in
continued adverse consequences to the company's business.

The consent decree, which was filed as an exhibit to the company's Form 8-K filed on December 20, 2012, became
effective December 21, 2012. The injunction limits the company's manufacture and distribution of power and manual
wheelchairs, wheelchair components and wheelchair sub-assemblies at or from its Taylor Street manufacturing facility
in Elyria, Ohio. The decree also temporarily limited design activities related to wheelchairs and power beds that take
place at the impacted Elyria, Ohio facilities. However, the company is entitled to continue to produce from the Taylor
Street manufacturing facility certain medically necessary wheelchairs provided that documentation and
record-keeping requirements are followed, as well as ongoing replacement, service and repair of products already in
use, under terms delineated in the consent decree. In addition, the company was able to fulfill purchase orders and
quotes that were in the company's order fulfillment system prior to the effective date of the decree. Under the terms of
the consent decree, in order to resume full operations at the impacted facilities, the company must successfully
complete a third-party expert certification audit and receive written notification from FDA. The certification audit is
comprised of three distinct reports. The first two of the three certification reports were completed and accepted by
FDA during 2013. In February 2016, the third-party expert issued its third certification report indicating substantial
compliance with the FDA’s Quality System Regulation (QSR), and the report was submitted to FDA. Similar to the
first and second certification processes, FDA has responded to this report with clarifying questions to which the
company and the independent expert have responded.

In December 2015, FDA issued Form 483 observations following a 2015 inspection of approximately 5 months at the
Corporate and Taylor Street facilities in Elyria, Ohio which included a review of the company’s compliance with the
terms of the consent decree and the matters covered by the first and second expert certification reports previously
accepted in 2013 (the “December 2015 Form 483”"). The company has filed its responses to this Form 483 and continues
to work on addressing FDA’s observations.

On June 7, 2016, the company received a letter from FDA in follow up to the December 2015 Form 483 and the
company’s subsequent responses. To satisfy FDA’s design control requirements, the FDA letter outlined additional
steps the company must take. In particular, FDA clarified its requirement for the company to complete the remediation
of certain design history files (DHFs) referenced in the December 2015 Form 483 and in the consent decree. Before
the company can design any new Taylor Street wheelchair devices, the specified DHFs must be completed, then
recertified by the company’s third-party expert, whose updated report must be accepted by FDA. FDA also clarified
that its acceptance of the expert’s updated report on these DHFs is a prerequisite to proceeding further with the third
certification process.

Under the terms of the consent decree, the company must submit its own report related to its compliance status and its
responses to any observations by the third-party expert or by FDA from prior inspections. The company will not be
able to resume full operations at the Corporate and Taylor Street facilities until FDA issues written notice that it has
found the facilities to be in compliance. Within 30 days of receiving the company’s report, according to the terms of
the consent decree, FDA will begin a comprehensive inspection of the Corporate and Taylor Street facilities.
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The company cannot predict the acceptance by FDA of the third certification report or the company's own report, or
any remaining work that may be needed to meet FDA's requirements, or the timing or potential response of FDA's

inspection and subsequent written notification. Significant delays in FDA's acceptance of the final third-party expert
certification audit, FDA's inspection or written notification to resume operations, or any need to complete significant
additional remediation as a result of FDA review of the final third-party expert certification audit or FDA inspection
could have a material adverse effect on the company's business, financial condition, liquidity or results of operations.
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After resumption of full operations, the company must undergo five years of audits by a third-party expert auditor,
who will issue reports to the company and FDA identifying whether the facilities are operated and administered in
continuous compliance with FDA regulations and the consent decree. Under the consent decree, FDA has the
authority to inspect the Corporate and Taylor Street facilities at any time. FDA also has the authority to order the
company to take a wide variety of remedial actions if FDA finds that the company is not in compliance with the
consent decree or FDA regulations. FDA also has authority under the consent decree to assess liquidated damages for
any violations of the consent decree, FDA regulations or the federal Food, Drug and Cosmetic Act. See Item 1.
Business -- Government Regulation. Any such failure by the company to comply with the consent decree or FDA
regulations, or any need to complete significant remediation as a result of any such audits or inspections, or actions
taken by FDA as a result of any such failure to comply, could have a material adverse effect on the company’s
business, financial condition, liquidity or results of operations.

During the pendency of the consent decree negotiations in 2012, and during its effectiveness since December 21,
2012, the company has experienced significant pressures on its net sales and operating results. See Item 7.
Management's Discussion and Analysis of Financial Condition and Results of Operations. The company expects to
continue to experience pressure on net sales and profitability, particularly in the North America/HME and Asia/Pacific
segments, until FDA has accepted the final third-party certification report and the company's own report, and the
company has successfully completed the previously described FDA inspection and has received written notification
from FDA that the company may resume full operations. Even after the company receives FDA notification, it is
uncertain as to whether, or how quickly, the company will be able to rebuild net sales and profitability to more typical
historical levels, irrespective of market conditions. If the company is unable to obtain FDA approval to resume full
operations on a timely basis, the company may be required to restructure its business strategy to rebuild profitability,
and there can be no assurance that it would be successful in doing so.

The company’s failure to comply with medical device regulatory requirements or receive regulatory clearance or
approval for the company’s products or operations in the United States or abroad could adversely affect the company’s
business.

The company’s medical devices are subject to extensive regulation in the United States by FDA, and by similar
governmental authorities in the foreign countries where the company does business. FDA regulates virtually all
aspects of a medical device’s development, testing, manufacturing, labeling, promotion, distribution and marketing. In
addition, the company is required to file reports with FDA if the company’s products may have caused, or contributed
to, a death or serious injury, or if they malfunction and would be likely to cause, or contribute to, a death or serious
injury if the malfunction were to recur. In general, unless an exemption applies, the company’s mobility and
respiratory therapy products must receive a pre-market clearance from FDA before they can be marketed in the United
States. FDA also regulates the export of medical devices to foreign countries. The company cannot be assured that any
of the company’s devices, to the extent required, will be cleared by FDA through the pre-market clearance process or
that FDA will provide export certificates that are necessary to export certain of the company’s products. Export
certificates are required for the company to have its products registered for sale in certain foreign countries. In
connection with the FDA warning letter received by the company's Sanford, Florida facility in December 2010, as
described below, FDA has refused to provide new export certificates for company products until the matters covered
in the warning letter are resolved. Currently, the company cannot obtain new certificates of export for Sanford, Florida
facility products until the warning letter has been closed and for Taylor Street facility products until the company has
exited the injunctive phase of the consent decree. The inability to obtain export certificates for products produced at its
Taylor Street or Sanford facilities has limited the company's ability to support new foreign markets with such
products.

Additionally, the company is required to obtain pre-market clearances to market modifications to the company’s
existing products or market its existing products for new indications. FDA requires device manufacturers themselves
to make and document a determination as to whether or not a modification requires a new clearance; however, FDA
can review and disagree with a manufacturer’s decision. The company has applied for, and received, a number of
pre-market clearances for modifications to marketed devices. The company may not be successful in receiving
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clearances in the future or FDA may not agree with the company’s decisions not to seek clearances for any particular
device modification. FDA may require a clearance for any past or future modification or a new indication for the
company’s existing products. Such submissions may require the submission of additional data and may be time
consuming and costly, and ultimately, may not be cleared by FDA.

If FDA requires the company to obtain pre-market clearances for any modification to a previously cleared device, the
company may be required to cease manufacturing and marketing the modified device or to recall the modified device
until the company obtains FDA clearance, and the company may be subject to significant regulatory fines or penalties.
In addition, FDA may not clear these submissions in a timely manner, if at all. FDA also may change its policies,

adopt additional regulations or revise existing regulations, each of which could prevent or delay pre-market clearance
of the company’s devices, or could impact the company’s ability to market a device that was previously cleared. Any of
the foregoing could adversely affect the company’s business.
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The company’s failure to comply with the regulatory requirements of FDA and other applicable U.S. regulatory
requirements may subject the company to administrative or judicially imposed sanctions. These sanctions include
warning letters, civil penalties, criminal penalties, injunctions, consent decrees, product seizure or detention, product
recalls and total or partial suspension of production.

As part of its regulatory function, FDA routinely inspects the sites of medical device companies, and from 2010
through 2016, FDA inspected certain of the company's facilities. In December 2012, the company and FDA agreed to
a consent decree of injunction affecting the company's Corporate facility and its Taylor Street manufacturing facility
in Elyria, Ohio. See the previous Risk Factor regarding the FDA consent decree. In December 2015, FDA issued
Form 483 observations following a 2015 inspection of approximately 5 months at the Corporate and Taylor Street
facilities in Elyria, Ohio which included a review of the company’s compliance with terms of the consent decree and
the matters covered by the first and second expert certification reports previously accepted in 2013. FDA’s inspection
included a review of the company's compliance with terms of the consent decree, and the matters covered by the first
and second expert certification reports previously reviewed and accepted in 2013. The company has timely responded
to FDA's inspectional findings and intends to incorporate FDA’s observations into the company's ongoing quality
system improvements. In June 2016, the company received a letter from FDA in follow up to the Form 483 related to
FDA's 2015 inspection of the Corporate and Taylor Street facilities and the company's subsequent responses, in which
FDA clarified its requirements for the company to complete remediation of certain DHFs before the company can
resume design of any new Taylor Street wheelchair devices or proceed further with the third expert certification report
process. In addition, in December 2010, the company received a warning letter from FDA related to quality system
processes and procedures at the company's Sanford, Florida facility. In October 2014, FDA conducted an inspection at
the Sanford facility and, at the conclusion, issued its Form 483 observations. The company is executing a
comprehensive quality systems remediation plan that is intended to address all of FDA’s concerns regarding the
Sanford facility in the warning letter and Form 483. In January 2014, FDA conducted inspections at the company’s
manufacturing facility in Suzhou, China and at the company’s electronic components subsidiary in Christchurch, New
Zealand, covering quality systems and current Good Manufacturing Practice regulations. In August 2014, FDA
inspected Alber GmbH in Albstadt, Germany. FDA issued its inspectional observations on Forms 483 to the company
after these inspections, and the company submitted its responses to the agency in a timely manner. In October 2014,
FDA conducted an inspection at the Sanford facility and, at the conclusion, issued its Form 483 observations. In July
2016, FDA inspected Motion Concepts L.P. in Concord, Ontario, Canada and issued its inspectional observations on
Form 483. The company has timely filed its responses to these Forms 483 with FDA and continues to work on
addressing FDA's observations. However, the results of regulatory claims, proceedings or investigations are difficult
to predict. An unfavorable resolution or outcome of the FDA warning letter or the Form 483 observations, or any
other matter that may arise out of any FDA inspection of the company's sites, could materially and adversely affect the
company's business, financial condition, liquidity and results of operations.

In many of the foreign countries in which the company manufactures or markets its products, the company is subject
to extensive medical device regulations that are similar to those of FDA, including those in Europe. The regulation of
the company’s products in Europe falls primarily within the European Economic Area, which consists of the

27 member states of the European Union, as well as Iceland, Liechtenstein and Norway. Only medical devices that
comply with certain conformity requirements of the Medical Device Directive are allowed to be marketed within the
European Economic Area. In addition, the national health or social security organizations of certain foreign countries,
including those outside Europe, require the company’s products to be qualified before they can be marketed in those
countries. Failure to receive, or delays in the receipt of, relevant foreign qualifications in the European Economic Area
or other foreign countries could have a material adverse effect on the company’s business.

Being in the health care industry, the company is subject to extensive government regulation, and if the company fails

to comply with applicable health care laws or regulations, the company could suffer severe civil or criminal sanctions
or may be required to make significant changes to the company’s operations that could have a material adverse effect
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on the company’s results of operations.

The company sells its products principally to medical equipment and home health care providers who resell or rent
those products to consumers. Many of those providers (the company’s customers) are reimbursed by third-party
payors, including Medicare and Medicaid, for the company products sold to their customers and patients. The U.S.
federal government and the governments in the states and other countries in which the company operates regulate
many aspects of the company’s business and the business of the company's customers. As a part of the health care
industry, the company and its customers are subject to extensive government regulation, including numerous laws
directed at preventing fraud and abuse and laws regulating reimbursement under various government programs. The
marketing, invoicing, documenting and other practices of health care suppliers and manufacturers are all subject to
government scrutiny. Government agencies periodically open investigations and obtain information from health care
suppliers and manufacturers pursuant to the legal process. Violations of law or regulations can result in severe
administrative, civil and criminal penalties and sanctions, including disqualification from Medicare and other
reimbursement programs, which could have a material adverse effect on the company’s business. While the company
has established numerous policies and procedures to address compliance with these laws and regulations, there can be
no assurance that the
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company's efforts will be effective to prevent a material adverse effect on the company’s business from noncompliance
issues. For example, as discussed in the preceding Risk Factors, the company is subject to a FDA consent decree
affecting its Corporate facility and Taylor Street manufacturing facility in Elyria, Ohio and subject to a FDA warning
letter related to its Sanford, Florida facility.

Health care is an area of rapid regulatory change. Changes in the law and new interpretations of existing laws may
affect permissible activities, the costs associated with doing business, and reimbursement amounts paid by federal,
state and other third-party payors, all of which may affect the company and its customers. The company cannot
predict the future of federal, state and local regulation or legislation, including Medicare and Medicaid statutes and
regulations, or possible changes in health care policies in any country in which the company conducts business. Future
legislation and regulatory changes could have a material adverse effect on the company’s business.

If the company’s business transformation efforts are ineffective, the company’s strategic goals, business plans and
financial performance could be negatively impacted.

The company is in the midst of a multi-year turnaround strategy intended to substantially transform its business and
re-orient its resources to a more clinically complex mix of products and solutions. To date, this strategy has included
actions to re-orient the company’s North American commercial team, restart the company’s innovation pipeline, shift its
product mix, develop and expand its talent, and strengthen its balance sheet. As part of these actions, the company has
increased the size of its salesforce and support in North America, invested in product development, discontinued a
significant amount of non-core product, and issued convertible debt. The strategy also will include steps to realign
infrastructure and processes, such as restructuring actions, intended to drive efficiency and reduce costs.

The company may not be successful in achieving the full long-term growth and profitability, operating efficiencies
and cost reductions, and other benefits expected from these efforts. The company also may experience business
disruptions associated with these activities. Further, the benefits of the strategy, if realized, may be realized later than
expected, the costs of implementing the strategy may be greater than anticipated, and the company may lack adequate
cash or capital to complete the transformation. If these measures are not successful, the company may undertake
additional transformation efforts, which could result in future expenses. If the company’s business transformation
efforts prove ineffective, the company’s ability to achieve its strategic goals and business plans, and the company’s
financial performance, may be materially adversely affected.

The company’s products are subject to recalls, which could be costly and harm the company’s reputation and business.
The company is subject to ongoing medical device reporting regulations that require the company to report to FDA or
similar governmental authorities in other countries if the company’s products cause, or contribute to, death or serious
injury, or if they malfunction and would be likely to cause, or contribute to, death or serious injury if the malfunction
were to recur. In light of a deficiency, defect in design or manufacturing or defect in labeling, the company may
voluntarily elect to recall or correct the company’s products. In addition, FDA and similar governmental authorities in
other countries could force the company to do a field correction or recall the company’s products in the event of
material deficiencies or defects in design or manufacturing. A government mandated or voluntary recall or field
correction by the company could occur as a result of component failures, manufacturing errors or design defects,
including defects in labeling. Any recall or field correction could divert managerial and financial resources and could
harm the company’s reputation with its customers, product users and the health care professionals that use, prescribe
and recommend the company’s products. The company could have product recalls or field actions that result in
significant costs to the company in the future, and these actions could have a material adverse effect on the company’s
business. The company will continue to review the adequacy of its recall accruals as the recalls progress, as its
warranty reserves are subject to adjustment in future periods as new developments can impact the company's estimate
of the cost of these matters.
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Changes in government and other third-party payor reimbursement levels and practices have negatively impacted and
could continue to negatively impact the company’s revenues and profitability.

The company’s products are sold primarily through a network of medical equipment and home health care providers,
extended care facilities and other providers. In addition, the company sells directly to various government providers
throughout the world. Many of these providers (the company’s customers) are reimbursed for the products and services
provided to their customers and patients by third-party payors, such as government programs, including Medicare and
Medicaid, private insurance plans and managed care programs. Most of these programs set maximum reimbursement
levels for some of the products sold by the company in the United States and abroad. If third-party payors deny
coverage, make the reimbursement process or documentation requirements more uncertain or further reduce their
current levels of reimbursement (i.e., beyond the reductions described below), or if the company’s costs of production
do not decrease to keep pace with decreases in reimbursement levels, the company may be unable to sell the affected
product(s) through its distribution channels on a profitable basis.
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Reduced government reimbursement levels and changes in reimbursement policies have in the past added, and could
continue to add, significant pressure to the company’s revenues and profitability. For example, in 100 metropolitan
areas, the Centers for Medicare and Medicaid Services (CMS) introduced a National Competitive Bidding program
(NCB) which set new, lower payment rates for medical equipment and supplies. Round one of NCB for nine
metropolitan areas in the U.S. went into effect in January 2011. The reimbursement rates for nine product categories
were reduced by an average of 32 percent in these nine metropolitan areas. Effective July 2013, CMS commenced
round two of the NCB program, which was expanded to include an additional 91 metropolitan areas. In January 2016,
CMS began the deployment of NCB rates to the remainder of the Medicare population that had not yet been impacted
by the program, primarily to rural areas. CMS has divided the United States into eight regions and applied the average
reimbursement reduction per NCB product category in each region from Round 1 and Round 2 to the rural providers
in those eight regions. Fifty percent of the reimbursement reduction became effective in January 2016. The remaining
half of the reduction was applied in July 2016, although in December 2016 Congress retroactively delayed that
payment cut until January 1, 2017.

CMS announced that the NCB program has resulted in $202.1 million in savings in its first year of implementation in
the nine metropolitan areas with significant savings primarily in oxygen and oxygen supplies, mail-order diabetic
supplies and standard power wheelchairs. The CMS Office of the Actuary estimated that the NCB program would
save Medicare an estimated $25.8 billion, and beneficiaries an estimated $17.2 billion, over ten years.

Similar trends and concerns are occurring in state Medicaid programs. These recent changes to reimbursement
policies, and any additional unfavorable reimbursement policies or budgetary cuts that may be adopted in the future,
could adversely affect the demand for the company’s products by customers who depend on reimbursement from the
government-funded programs. The percentage of the company’s overall sales that are dependent on Medicare or other
insurance programs may increase as the portion of the U.S. population over age 65 continues to grow, making the
company more vulnerable to reimbursement level reductions by these organizations. Reduced government
reimbursement levels also could result in reduced private payor reimbursement levels because some third-party payors
index their reimbursement schedules to Medicare fee schedules. Reductions in reimbursement levels also may affect
the profitability of the company’s customers and ultimately force some customers without strong financial resources to
become unable to pay their bills as they come due or go out of business. The reimbursement reductions may prove to
be so dramatic that some of the company’s customers may not be able to adapt quickly enough to survive. The
company is one of the industry’s largest creditors and an increase in bankruptcies or financial weakness in the
company’s customer base could have an adverse effect on the company’s financial results.

Outside the United States, reimbursement systems vary significantly by country. Many foreign markets have
government-managed health care systems that govern reimbursement for home health care products. The ability of
hospitals and other providers supported by such systems to purchase the company’s products is dependent, in part,
upon public budgetary constraints. Various countries have tightened reimbursement rates and other countries may
follow. If adequate levels of reimbursement from third-party payors outside of the United States are not obtained,
international sales of the company’s products may decline, which could adversely affect the company’s net sales.

The impact of all the changes discussed above is uncertain and could have a material adverse effect on the company’s
business, financial condition, liquidity and results of operations.

The adoption of healthcare reform and other legislative developments in the United States may adversely affect the
company’s business, results of operations and/or financial condition.

The U.S. Affordable Care Act enacted in 2010 includes provisions intended to expand access to health insurance
coverage, improve the quality and reduce the costs of healthcare over time. Specifically, as one means to pay for the
costs of the Affordable Care Act, the law imposes a 2.3% sales-based excise tax on U.S. sales by manufacturers or
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importers of most medical devices. The excise tax is deductible by the manufacturer or importer on its federal income
tax return. The company has determined that most of its products are exempt from the tax based on the retail
exemption provided in the Affordable Care Act as defined by the regulations. However, certain products that it sells
for institutional use are subject to the excise tax. Based on the company's interpretation of the regulations, the impact
from the tax was immaterial for the company in 2016, 2015 and 2014. However, the excise tax may increase the
company’s cost of doing business, particularly if the exemptions do not ultimately apply as the company expects based
on its interpretations of the regulations.

The Affordable Care Act and the programs implemented by the law may reduce reimbursements for the company's
products, may impact the demand for the company’s products and may impact the prices at which the company sells its
products. In addition, various healthcare programs and regulations may be ultimately implemented at the federal or
state level. Such changes could have a material adverse effect on the company’s business, results of operations and/or
financial condition.
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The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) enacted in 2010, and the
rules and regulations enacted thereunder by the SEC and the Commodity Futures Trading Commission (CFTC),
institute a wide range of reforms, certain of which may impact the company. Among other things, the Dodd-Frank Act
contains significant corporate governance and executive compensation-related provisions that authorize or require the
SEC to adopt additional rules and regulations in these areas, such as shareholder “say on pay” voting and proxy
access. The Dodd-Frank Act also provides for new statutory and regulatory requirements for derivative transactions,
including foreign exchange and interest rate hedging transactions, and new requirements will be implemented over
time. The company enters into foreign exchange contracts, interest rate swaps and foreign currency forward contracts
from time to time to manage its exposure to commodity price risk, foreign currency exchange risk and interest rate
risk. The company does not enter into derivative transactions for speculative purposes. Any new statutory and
regulatory requirements for derivative transactions could impact the company's ability to hedge or hedge in a
cost-effective manner.

In addition, the Dodd-Frank Act contains provisions to improve transparency and accountability concerning the
sourcing of “conflict minerals” from mines located in the conflict zones of the Democratic Republic of Congo (DRC)
and its adjoining countries. The term “conflict minerals” currently encompasses tantalum, tin, tungsten (or their ores)
and gold. Conflict minerals can be found in a vast array of products. This legislation requires manufacturers, such as
the company, to investigate and disclose their use of any conflict minerals originating in the DRC or adjoining
countries in an annual filing with the SEC. It also implements guidelines to assist the manufacturer in preventing, by
way of performing due diligence in its supply chain, any such sourcing from, or potentially financing or benefiting,
armed groups in this area. As standards for the production of the annual conflict minerals report evolve, the company
may be required to undertake significant due diligence processes requiring considerable investments of human
resources and finances in order to comply with the conflict minerals due diligence and disclosure requirements. If the
company's suppliers are unable or unwilling to provide it with requested information and to take other steps to ensure
that there is no financing or benefiting of armed groups in the DRC and there are no conflict minerals included in
materials or components supplied to the company, it may be forced to disclose in its SEC filings about the use of
conflict minerals in its supply chain, which may expose the company to reputational risks, which in turn could
materially adversely affect its business, financial condition and results of operations. In addition, the company could
be negatively impacted by any changes made to the either the Affordable Care Act or the Dodd-Frank Act by the new
United States administration.

The company’s revenues and profits are subject to exchange rate and interest rate fluctuations that could adversely
affect its results of operations or financial position.

Currency exchange rates are subject to fluctuation due to, among other things, changes in local, regional or global
economic conditions, the imposition of currency exchange restrictions and unexpected changes in regulatory or
taxation environments. The predominant currency used by the company’s subsidiaries outside the United States to
transact business is the functional currency used for each subsidiary. Through the company’s international operations,
the company is exposed to foreign currency fluctuations, and changes in exchange rates can have a significant impact
on net sales and elements of cost. The company conducts a significant number of transactions in currencies other than
the U.S. dollar. In addition, because certain of the company’s costs and revenues are denominated in other currencies,
in particular costs and revenues from its European operations, the company’s results of operations are exposed to
foreign exchange rate fluctuations as the financial results of those operations are translated from local currency into
U.S. dollars upon consolidation. For example, the recent devaluation of the euro has had a negative impact on the
translation of company's European segment net income into U.S. dollars and the foreign currency impact of the Brexit
referendum in the U.K. has had and is expected to have, a negative impact on acquisition of dollar and Euro
denominated goods in the U.K. If other countries also exit the European Union, similar negative impacts may result.
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The company uses foreign exchange forward contracts primarily to help reduce its exposure to transactional exchange
rate risk. Despite the company’s efforts to mitigate these risks, however, the company’s revenues and profitability may
be materially adversely affected by exchange rate fluctuations. The company does not have any similar arrangements
that mitigate the company's exposure to foreign exchange translation risk, and does not believe that any meaningful
arrangement to do so is available to the company.

The company also is exposed to market risk through various financial instruments, including fixed rate and floating
rate debt instruments. The company does at times use interest rate swap contracts to mitigate its exposure to interest
rate fluctuations, but those efforts may not adequately protect the company from significant interest rate risks. Interest
on some of the company’s debt is based on the London Interbank Offered Rate (LIBOR), which is currently
historically low. Increases in LIBOR could have a significant impact on the company’s reported interest expense, to the
extent that the company has outstanding borrowings subject to LIBOR-based interest rates.
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If the company's information technology systems fail, or if the company experiences an interruption in the operation
of its information technology systems, then the company's business, financial condition and results of operations could
be materially adversely affected.

The company relies upon the capacity, reliability and security of its information technology, or IT, systems across all
of its major business functions, including research and development, manufacturing, sales, financial and
administrative functions. Since the company is geographically diverse, has various business segments and has grown
over the years through various acquisitions, it also has many disparate versions of IT systems across its organization.
As a result of these disparate IT systems, some of which may no longer be supported by the hardware or software
vendors, the company faces the challenge of supporting these older systems, implementing upgrades or migrating to
new platforms when necessary and aggregating data that is timely and accurate. The failure of the company's
information technology systems, whether resulting from the disparate or older versions of IT systems across its
various segments, business functions or otherwise, its inability to successfully maintain, enhance and/or replace its
information technology systems, or any compromise of the integrity or security of the data that is generated from
information technology systems, or any shortcomings in the company's disaster recovery platforms, could adversely
affect the company's results of operations, disrupt business and make the company unable, or severely limit the
company's ability to respond to customer demands. In addition, the company's information technology systems are
vulnerable to damage or interruption from: earthquake, fire, flood and other natural disasters; employee or other theft;
attacks by computer viruses, malware or hackers; power outages; and computer systems, internet, telecommunications
or data network failure.

Any interruption of the company's information technology systems could result in decreased revenue, increased
expenses, increased capital expenditures, customer dissatisfaction and potential lawsuits, any of which could have a
material adverse effect on the company's results of operations, liquidity or financial condition.

The industry in which the company operates is highly competitive and some of the company’s competitors may have
greater financial resources than the company has, a more appropriate market strategy or better strategic execution.
The home medical equipment market is highly competitive and the company’s products face significant competition
from other well-established manufacturers. Reduced government reimbursement levels and changes in reimbursement
policies, such as the National Competitive Bidding program implemented by CMS, may drive competitors,
particularly those that have greater financial resources than the company's to offer drastically reduced pricing terms in
an effort to take market share from the company or secure government acceptance of their products and pricing. Any
increase in competition may cause the company to lose market share or compel the company to reduce prices to
remain competitive, which could have a material adverse effect on the company’s results of operations. The company's
failure to recognize changing market demands or a failure to develop or execute a strategy to meet such changes could
also result in a material adverse effect on the company’s results of operations.

The consolidation of health care customers and the company’s competitors could result in a loss of customers or in
additional competitive pricing pressures.

Numerous initiatives and reforms instituted by legislators, regulators and third-party payors to reduce home medical
equipment costs have resulted in a consolidation trend in the home medical equipment industry as well as among the
company’s customers, including home health care providers. In the past, some of the company’s competitors, which
may include distributors, have been lowering the purchase prices of their products in an effort to attract customers.
This in turn has resulted in greater pricing pressures, including pressure to offer customers more competitive pricing
terms, and the exclusion of certain suppliers from important market segments as group purchasing organizations,
independent delivery networks and large single accounts continue to consolidate purchasing decisions for some of the
company’s customers. Further consolidation could result in a loss of customers, increased collectability risks, or
increased competitive pricing pressures. In addition, as reimbursement pressures persist in the U.S. market, the
company is beginning to see some customers directly sourcing select lifestyle products to secure a low-cost advantage.

The company maintains cash balances globally in various financial institutions.
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While the company monitors its accounts with financial institutions both domestically and internationally, recovery of
funds cannot be assured in the event the financial institution would fail. In addition, the company may be limited by
foreign governments in the amount and timing of funds to be repatriated from foreign financial institutions. As a
result, this could adversely impact the company's ability to fund normal operations, capital expenditures, or service
debt, which could adversely affect the company's results.
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The company is subject to certain risks inherent in managing and operating businesses in many different foreign
jurisdictions.
The company has significant international operations, including operations in Australia, Canada, New Zealand,
Mexico, Asia (primarily China) and Europe. There are risks inherent in operating and selling products internationally,
including:
different regulatory environments and reimbursement systems;
difficulties in enforcing agreements and collecting receivables through certain foreign legal systems;
foreign customers who may have longer payment cycles than customers in the United States;
fluctuations in foreign currency exchange rates;
tax rates in certain foreign countries that may exceed those in the United States and foreign earnings that may be
subject to withholding requirements;
the imposition of tariffs, exchange controls or other trade restrictions including transfer pricing restrictions when
products produced in one country are sold to an affiliated entity in another country;
potential adverse changes in trade agreements between the United States and foreign countries, including the North
America Free Trade Agreement (NAFTA) among the United States, Canada and Mexico;
potential adverse changes in economic and political conditions in countries where the company operates or where end
users of the company’s products reside, or in their diplomatic relations with the United States;
government control of capital transactions, including the borrowing of funds for operations or the expatriation of cash;
potential adverse tax consequences, including those that may result from the new United States administration's
policies, such as possible border-adjusted taxes on imported goods;
security concerns and potential business interruption risks associated with political and/or social unrest in foreign
countries where the company’s facilities or assets are located;
difficulties associated with managing a large organization spread throughout various countries;
difficulties in enforcing intellectual property rights and weaker intellectual property rights protection in some
countries;

required compliance with a variety of foreign laws and regulations;

and
differing consumer product preferences.

The factors described above also could disrupt the company’s product manufacturing and assembling operations or its
key suppliers located outside of the United States, or increase the cost to the company of conducting those operations
or using those suppliers. For example, the company increasingly relies on its manufacturing and sourcing operations
in China and Mexico to produce its products. Disruptions in, or increased costs related to, the company’s foreign
operations, particularly those in China or Mexico, may impact the company’s revenues and profitability.

The company may be adversely affected by legal actions or regulatory proceedings.

In addition to the risks associated with the impact of the FDA consent decree, the company may be subject to claims,
litigation, governmental or regulatory investigations, or other liabilities as a result of injuries caused by allegedly
defective products, or disputes arising out of acquisitions or dispositions the company has completed or relating to the
company's intellectual property. Any such claims or litigation against the company, regardless of the merits, could
result in substantial costs and could harm the company's business or its reputation.

The results of legal or regulatory actions or regulatory proceedings are difficult to predict and the company cannot
provide any assurance that an action or proceeding will not be commenced against the company, or that the company
will prevail in any such action or proceeding. An unfavorable resolution of any legal action or proceeding could
materially and adversely affect the company's business, results of operations, liquidity or financial condition or its
reputation.

Product liability claims may harm the company’s business, particularly if the number of claims increases significantly
or the company’s product liability insurance proves inadequate.
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The manufacture and sale of medical devices and related products exposes the company to a significant risk of product
liability claims. From time to time, the company has been, and currently is, subject to a number of product liability
claims alleging that the use of the company’s products has resulted in serious injury or even death.
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Even if the company is successful in defending against any liability claims, these claims could nevertheless distract
the company’s management, result in substantial costs, harm the company’s reputation, adversely affect the sales of all
the company’s products and otherwise harm the company’s business. If there is a significant increase in the number of
product liability claims, the company’s business could be adversely affected.

The company is self-insured in North America for product liability exposures through its captive insurance company,
Invatection Insurance Company, which currently has a policy year that runs from September 1 to August 31 and
insures annual policy losses up to $10,000,000 per occurrence and $13,000,000 in the aggregate. The company also
has additional layers of external insurance coverage, related to all lines of insurance coverage, insuring up to
$75,000,000 in aggregate losses per policy year arising from individual claims anywhere in the world that exceed the
captive insurance company policy limits or the limits of the company’s per country foreign liability limits, as
applicable. There can be no assurance that Invacare’s current insurance levels will continue to be adequate or available
at affordable rates.

Product liability reserves are recorded for individual claims based upon historical experience, industry expertise and
indications from the third-party actuary. Additional reserves, in excess of the specific individual case reserves, are
provided for incurred but not reported claims based upon actuarial valuations at the time such valuations are
conducted. Historical claims experience and other assumptions are taken into consideration to estimate the ultimate
reserves. For example, the actuarial analysis assumes that historical loss experience is an indicator of future
experience, that the distribution of exposures by geographic area and nature of operations for ongoing operations is
expected to be very similar to historical operations with no dramatic changes and that the government indices used to
trend losses and exposures are appropriate. Estimates made are adjusted on a regular basis and can be impacted by
actual loss awards and settlements on claims. While actuarial analysis is used to help determine adequate reserves, the
company is responsible for the determination and recording of adequate reserves in accordance with accepted loss
reserving standards and practices. If the company's reserves are not adequate to cover actual claims experience, the
company's financial results could be adversely affected.

In addition, as a result of a product liability claim or if the company’s products are alleged to be defective, the
company may have to recall some of its products, may have to incur significant costs or may suffer harm to its
business reputation.

Decreased availability or increased costs of materials could increase the company’s costs of producing its products.
The company purchases raw materials, fabricated components, some finished goods and services from a variety of
suppliers. Raw materials such as plastics, steel and aluminum are considered key raw materials. Where appropriate,
the company employs contracts with its suppliers, both domestic and international. From time to time, however, the
prices, availability, or quality of these materials fluctuate due to global market demands or economic conditions,
which could impair the company’s ability to procure necessary materials, or increase the cost of these materials.
Inflationary and other increases in costs of these materials have occurred in the past and may recur from time to time.
In addition, freight costs associated with shipping and receiving product and sales are impacted by fluctuations in the
cost of oil and gas. A reduction in the supply or increase in the cost or change in quality of those materials could
impact the company’s ability to manufacture its products and could increase the cost of production. Additionally, the
company may not be able to increase the prices of its products due to competitive pricing pressure or other factors. As
an example, inflation in China has in the past and may in the future increase costs and an appreciation of the Yuan or
an increase in labor rates could have an unfavorable impact on the cost of key components and some finished goods.
Demand in China and other developing countries for raw materials may result in increases in the cost of key
commodities and could have a negative impact on the profits of the company if these increases cannot be passed onto
the company’s customers.

Lower cost imports could negatively impact the company’s profitability.
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Competition from lower cost imports sourced from low cost countries, such as countries in Asia, may negatively
impact the company’s sales volumes. In the past, competition from certain of these products has caused the company to
lower its prices, cutting into the company’s profit margins and reducing the company’s overall profitability.

The company’s success depends on the company’s ability to design, manufacture, distribute and achieve market
acceptance of new products with higher functionality and lower costs.

The company sells products to customers primarily in markets that are characterized by technological change, product
innovation and evolving industry standards, yet in which product price is increasingly a primary consideration in
customers’ purchasing decisions. The company historically has been engaged in product development and
improvement programs. However, beginning in 2012 as a result of the FDA consent decree, which is described
elsewhere in this Annual Report on Form 10-K, the company's engineering resources had been focused primarily on
quality remediation and not on the design of new products. The company has received FDA's approval to resume
design activities at the impacted Elyria facilities in 2013. However, in June 2016,
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the company received a letter from FDA which required the company to complete the remediation of certain design
history files before the company can design any new Taylor Street wheelchairs devices.

The company must continue to design and improve innovative products, effectively distribute and achieve market
acceptance of those products, and reduce the costs of producing the company’s products, in order to compete
successfully with the company’s competitors. If competitors’ product development capabilities become more effective
than the company’s product development capabilities, if competitors’ new or improved products are accepted by the
market before the company’s products or if competitors can produce products at a lower cost and thus offer products
for sale at a lower price, the company’s business, financial condition and results of operation could be adversely
affected.

The company’s business strategy relies on certain assumptions concerning demographic trends that impact the market
for its products. If these assumptions prove to be incorrect, demand for the company’s products may be lower than
expected.

The company’s ability to achieve its business objectives is subject to a variety of factors, including the relative increase
in the aging of the general population. The company believes that these trends will increase the need for its products.
The projected demand for the company’s products could materially differ from actual demand if the company’s
assumptions regarding these trends and acceptance of its products by health care professionals and patients prove to be
incorrect or do not materialize. If the company’s assumptions regarding these factors prove to be incorrect, the
company may not be able to successfully implement the company’s business strategy, which could adversely affect the
company’s results of operations. In addition, the perceived benefits of these trends may be offset by competitive or
business factors, such as the introduction of new products by the company’s competitors or the emergence of other
countervailing trends, including lower reimbursement and pricing.

The terms of the company’s debt facilities and financing arrangements may limit the company’s flexibility in operating
its business.

The company has outstanding $150,000,000 aggregate principal amount of 5.00% Convertible Senior Notes due 2021
and is a party to an Amended and Restated Credit Agreement that provides for asset-based lending senior secured
revolving credit facilities which mature in January 2021. The credit agreement provides the company and certain of
the company's U.S., Canadian, U.K. and French subsidiaries with the ability to borrow under senior secured revolving
credit, letter of credit and swing line loan facilities. The aggregate borrowing availability under the credit facilities is
determined based on borrowing base formulas set forth in the credit agreement. The credit facilities are secured by
substantially all of the company's domestic and Canadian assets, other than real estate, and by substantially all of the
personal property assets of the company's U.K. subsidiaries and all of the receivables of the company's French
subsidiaries. The credit agreement contains customary default provisions, with certain grace periods and exceptions,
that include, among other things, failure to pay amounts due, breach of covenants, representations or warranties,
bankruptcy, the occurrence of a material adverse effect, exclusion from any medical reimbursement program, and an
interruption of any material manufacturing facilities for more than ten consecutive days.

The restrictive terms of the company's credit agreement may limit the company’s ability to conduct and expand its
business and pursue its business strategies. The company’s ability to comply with the provisions of its credit
agreements can be affected by events beyond its control, including changes in general economic and business
conditions, or by government enforcement actions, such as, for example, adverse impacts from the FDA consent
decree of injunction. If the company is unable to comply with the provisions in the credit agreement, it could result in
a default which could trigger acceleration of, or the right to accelerate, the related debt. Because of cross-default
provisions in its agreements and instruments governing certain of the company's indebtedness, a default under the
credit agreement could result in a default under, and the acceleration of, certain other company indebtedness. In
addition, the company's lenders would be entitled to proceed against the collateral securing the indebtedness.

The company's ability to meet its liquidity needs will depend on many factors, including the operating performance of
the business, the company's ability to obtain FDA acceptance of the final third-party expert certification report and the
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company's own report, to successfully complete FDA inspection contemplated under the consent decree and to obtain
receipt of the written notification from FDA permitting the company to resume full operations, as well as the
company's continued compliance with the covenants under its credit agreement. Notwithstanding the company's
expectations, if the company's operating results decline more than it currently anticipates, or if the company is unable
to obtain FDA acceptance of the final third-party expert certification report and the company's own report or to
successfully complete the FDA inspection, the company may be unable to comply with the financial covenants, and its
lenders could demand repayment of the amounts outstanding under the company's credit facility.

The company also has an agreement with De Lage Landen, Inc. (“DLL”), a third-party financing company, to provide
financing to the company's U.S. customers. Either party could terminate this agreement with 180 days' notice or 90
days' notice by DLL upon the occurrence of certain events. Should this agreement be terminated, the company's
borrowing needs under the credit agreement could increase.
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The company's capital expenditures could be higher than anticipated.

Unanticipated maintenance issues, changes in government regulations or significant investments in technology and
new product development could result in higher than anticipated capital expenditures, which could impact the
company's debt, interest expense and cash flows.

The company’s operating results and financial condition could be adversely affected if the company becomes involved
in litigation regarding its patents or other intellectual property rights.

Litigation involving patents and other intellectual property rights is common in the company’s industry, and other
companies within the company’s industry have used intellectual property litigation in an attempt to gain a competitive
advantage. The company in the past has been, and in the future may become, a party to lawsuits involving patents or
other intellectual property. If the company were to receive an adverse judgment in any such proceeding, a court or a
similar foreign governing body could invalidate or render unenforceable the company’s owned or licensed patents,
require the company to pay significant damages, seek licenses and/or pay ongoing royalties to third parties, require the
company to redesign its products, or prevent the company from manufacturing, using or selling its products, any of
which could have an adverse effect on the company’s results of operations and financial condition. The company in the
past has brought, and may in the future also bring, actions against third parties for infringement of the company’s
intellectual property rights. The company may not succeed in these actions. The defense and prosecution of
intellectual property suits, proceedings before the U.S. Patent and Trademark Office or its foreign equivalents and
related legal and administrative proceedings are both costly and time consuming. Protracted litigation to defend or
prosecute the company’s intellectual property rights could seriously detract from the time the company’s management
would otherwise devote to running its business. Intellectual property litigation relating to the company’s products
could cause its customers or potential customers to defer or limit their purchase or use of the affected products until
resolution of the litigation.

If the company is unable to protect its intellectual property rights or resolve successfully claims of infringement
brought against it, the company's product sales and business could be affected adversely.

The company's business depends in part on its ability to establish, protect, safeguard and enforce its intellectual
property and contractual rights and to defend against any claims of infringement, both of which involve complex
legal, factual and marketplace uncertainties. The company relies on a combination of patent, trade secret, copyright
and trademark law and security measures to protect its intellectual property, but effective intellectual property
protection may not be available in all places that the company sells its products or services, particularly in certain
foreign jurisdictions, and patents provide protection for finite time periods. In addition, the company uses
nondisclosure, confidentiality agreements and invention assignment agreements with many of its employees, and
nondisclosure and confidentiality agreements with certain third parties, in an effort to help protect its proprietary
technology and know-how. If these agreements are breached or the company's intellectual property is otherwise
misappropriated, the company may have to rely on litigation to enforce its intellectual property rights. If any of these
measures are unsuccessful in protecting the company's intellectual property, the company's business may be affected
adversely.

In addition, the company may face claims of infringement that could interfere with its ability to use technology or
other intellectual property rights that are material to the company's business operations. In the event that a claim of
infringement against the company is successful, the company may be required to pay royalties or license fees to
continue to use technology or other intellectual property rights that the company was using, or the company may be
unable to obtain necessary licenses from third parties at a reasonable cost or within a reasonable time. If the company
is unable to obtain licenses on reasonable terms, it may be forced to cease selling or using the products that
incorporate the challenged intellectual property, or to redesign or, in the case of trademark claims, rename its products
to avoid infringing the intellectual property rights of third parties, which may not be possible, or if possible, may be
time-consuming. Any litigation of this type, whether successful or unsuccessful, could result in substantial costs to the
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company and adversely affect the company's business and financial condition.

The company also holds patent and other intellectual property licenses from third parties for some of its products and
on technologies that are necessary in the design and manufacture of some of the company's products. The loss of these
licenses could prevent the company from, or could cause additional disruption or expense in, manufacturing,
marketing and selling these products, which could harm the company's business.

The company’s research and development and manufacturing processes are subject to federal, state, local and foreign
environmental requirements.

The company’s research and development and manufacturing processes are subject to federal, state, local and foreign
environmental requirements, including requirements governing the discharge of pollutants into the air or water, the
use, handling, storage and disposal of hazardous substances and the responsibility to investigate and clean up
contaminated sites. Under some
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of these laws, the company also could be held responsible for costs relating to any contamination at the company’s past
or present facilities and at third-party waste disposal sites. These could include costs relating to contamination that did
not result from any violation of law and, in some circumstances, contamination that the company did not cause. The
company may incur significant expenses relating to the failure to comply with environmental laws. The enactment of
stricter laws or regulations, the stricter interpretation of existing laws and regulations or the requirement to undertake
the investigation or remediation of currently unknown environmental contamination at the company’s own or
third-party sites may require the company to make additional expenditures, which could be material.

The company may be unable to make strategic acquisitions without obtaining amendments to its credit agreement.
The company’s business plans historically included identifying, analyzing, acquiring, and integrating other strategic
businesses. There are various reasons for the company to acquire businesses or product lines, including providing new
products or new manufacturing and service capabilities, to add new customers, to increase penetration with existing
customers, and to expand into new geographic markets. The provisions of the credit agreement restrict the company
from undertaking certain acquisitions unless the company is able to negotiate and obtain amendments with regard to
those provisions. If the company is unable to obtain the necessary amendments, it may miss opportunities to grow its
business through strategic acquisitions.

In addition, an acquisition could materially impair the company’s operating results by causing the company to incur
debt or requiring the amortization of acquisition expenses and acquired assets.

Additional tax expense or additional tax exposures could affect the company's future profitability and cash flow.

The company is subject to income taxes in the United States and various non-U.S. jurisdictions. The domestic and
international tax liabilities are dependent upon the allocation of income among these different jurisdictions. The
company's tax expense includes estimates of additional tax which may be incurred for tax exposures and reflects
various other estimates and assumptions. In addition, the assumptions include assessments of future earnings of the
company that could impact the valuation of its deferred tax assets. The company’s future results of operations could be
adversely affected by changes in the company's effective tax rate which could result from changes in the mix of
earnings in countries with differing statutory tax rates, changes in the overall profitability of the company, changes in
tax legislation and rates, changes in generally accepted accounting principles, changes in the valuation of deferred tax
assets and liabilities, the results of audits and examinations of previously filed tax returns and continuing assessments
of its tax exposures. Corporate tax reform and tax law changes continue to be analyzed in many jurisdictions,
including the potential impacts of the new United States administration's policies, and any legislation or regulations
which may result from those policies, such as possible border-adjusted taxes on imported goods.

The company’s reported results may be adversely affected by increases in reserves for uncollectible accounts
receivable.

The company has a large balance of accounts receivable and has established a reserve for the portion of such accounts
receivable that the company estimates will not be collected because of the company’s customers’ non-payment. The
specific reserve is based on historical trends and current relationships with the company’s customers and providers.
Changes in the company’s collection rates can result from a number of factors, including turnover in personnel,
changes in the payment policies or practices of payors, changes in industry rates or pace of reimbursement or changes
in the financial health of the company’s customers. As a result of past changes in Medicare reimbursement regulations,
specifically changes to the qualification processes and reimbursement levels of consumer power wheelchairs and
custom power wheelchairs, the business viability of some the company’s customers may be at risk. Further, as National
Competitive Bidding is implemented in additional areas, the number of start-up or new providers who have three-year
contracted pricing will increase. The company’s reserve for uncollectible receivables has fluctuated in the past and will
continue to fluctuate in the future. Changes in rates of collection, even if they are small in absolute terms, could
require the company to increase its reserve for uncollectible receivables beyond its current level. The company has
reviewed the accounts receivables, including those receivables financed through DLL, associated with many of its
customers that are most exposed to these issues. If the business viability of certain of the company’s customers
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deteriorates or the company’s credit policies are ineffective in reducing the company’s exposures to credit risk,
additional increases in reserves for uncollectible accounts may be necessary, which could adversely affect the
company’s financial results.

The inability to attract and retain, or loss of the services of, the company’s key management and personnel could
adversely affect its ability to operate the company’s business.

The company’s future success will depend, in part, upon the continued service of key managerial, research and
development staff and sales and technical personnel. In addition, the company’s future success will depend on its
ability to continue to attract and retain other highly qualified personnel, including personnel experienced in quality
systems and regulatory affairs. If the company is not successful in retaining its current personnel or in hiring or
retaining qualified personnel in the future, the company’s
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business may be adversely affected. The company’s future success depends, to a significant extent, on the abilities and
efforts of its executive officers and other members of its management team, such as the company's Chairman,
President and Chief Executive Officer and its Senior Vice President and Chief Financial Officer, as well as other
members of its management team. The company had significant turnover in its management team in recent years and
cannot be certain that its executive officers and other key employees will continue in their respective capacities for
any period of time, and these employees may be difficult to replace. If the company loses the services of any of its
management team, the company’s business may be adversely affected.

Certain provisions of the company’s debt agreements, its charter documents, and Ohio law could delay or prevent a
sale or change in control of the company.

Provisions of the company’s credit agreement, its charter documents, and Ohio law may make it more difficult for a
third party to acquire, or attempt to acquire, control of the company even if a change in control would result in the
purchase of shares of the company at a premium to market price. In addition, these provisions may limit the ability of
shareholders of the company to approve transactions that they may deem to be in their best interest.

The holders of the company’s Class B Common Shares own shares representing a substantial percentage of the
company’s voting power, and their interests may differ from other shareholders.

The company has two classes of common stock. The Common Shares have one vote per share and the Class B
Common Shares have 10 votes per share. As of this filing, the Class B Common Shares represented approximately
19% of the combined voting power of the company’s Common Shares and Class B Common Shares. Substantially all
of such Class B Common Shares are beneficially owned by a former executive whose beneficial ownership of the
combined voting power could influence the outcome of a corporate transaction or other matter submitted to the
shareholders for approval, including mergers, consolidations and the sale of all or substantially all of the company’s
assets. He also will have the power to influence or make more difficult a change in control, and it is possible that his
interests may differ from the interests of the other shareholders, and he could take actions with which some
shareholders may disagree.

Difficulties in implementing or upgrading the company’s Enterprise Resource Planning systems may disrupt the
company’s business.

The company is in the process of upgrading its Enterprise Resource Planning, or “ERP,” system in Europe. The
complexities and business process changes associated with such an ERP upgrade can potentially result in various
difficulties including problems processing and fulfilling orders, customer disruptions and lost business. While the
company believes the potential difficulties associated with upgrading the company’s primary ERP system in Europe
have been addressed or can be mitigated, there can be no assurance that the company will not experience disruptions
or inefficiencies in the company’s business operations as a result of the upgrade which could have a material adverse
effect on the company's business, financial condition, liquidity or results of operations.

Item 1B. Unresolved Staff Comments.
Not applicable.
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Item 2. Properties.
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The company owns or leases its warehouses, offices and manufacturing facilities and believes that these facilities are
well maintained, adequately insured and suitable for their present and intended uses. Information concerning certain

leased facilities of the company as of December 31, 2016 is set forth in Leases and Commitments in the Notes to the
Consolidated Financial Statements of the company included in this report and in the table below:

North American/HME Operations

Arlington, Texas
Atlanta, Georgia

Attleboro, Massachusetts

Beijing, China
Cranbury, New Jersey
Cranbury, New Jersey
Elyria, Ohio

—1200 Taylor Street
—3899 Cleveland Street
—One Invacare Way
—1320 Taylor Street
—1166 Taylor Street
—561 Ternes Avenue
Guangzhou, China
Kirkland, Quebec
Mississauga, Ontario
North Ridgeville, Ohio
North Ridgeville, Ohio
Oakdale, Pennsylvania
Ontario, California
Ontario, California
Pharr, Texas

Pinellas Park, Florida
Pinellas Park, Florida
Pinellas Park, Florida
Pinellas Park, Florida
Reynosa, Mexico
Sanford, Florida
Scarborough, Ontario
Shanghai, China
Shenzheng, China
Simi Valley, California
Simi Valley, California
Spicewood, Texas
Suzhou, China
Tonawanda, New York
Vaughan, Ontario
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Ownership
Or Expiration
Date of Lease

Square
Feet

63,626 May 2018
137,284 April 2019
1,200  July 2018
1,399  January 2018
111,987 April 2018
127,963 April 2018

251,000 April 2035
95,464 November 2017
50,000 April 2035
30,000 January 2018
4,800  April 2035
12,001 December 2018
895 April 2018
17,010 November 2018
61,375 February 2019
152,000 April 2035
20,000 June 2018

5,543  September 2018
97,618 May 2018
121,900 May 2018

4,180 November 2017
11,400 Month to Month
3,200 Month to Month
3,200 Month to Month
2,430 May 2017
152,256 Own

116,272 April 2035
5,428  February 2018
1,615 May 2017

1,054  August 2018
38,501 February 2019
1,500 Month to Month
6,500 Month to Month

129,824 April 2019
10,218 June 2021
34,452 December 2020

Renewal
Options

One (3 yr.)
One (5 yr.)
None
None
Two (3 yr.)
Two (3 yr.)

Three (10 yr.)
None

Three (10 yr.)
One (3 yr.)
Three (10 yr.)
One (1 yr.)
None

One (5 yr.)
None

Three (10 yr.)
None

One (1 yr.)
Two (3 yr.)
Two (3 yr.)
None

None

None

None

None

Three (10 yr.)
None

None

None

None

None

None

None

None

None

Use

Warehouse and Offices
Warehouse and Offices
Offices
Offices
Warehouse and Offices
Warehouse and Offices

Manufacturing and Offices

Warehouse

Headquarters

Offices

Warehouse and Offices

Warehouse

Offices

Manufacturing, Warehouse and Offices
Warehouse and Offices

Warehouse and Offices

Warehouse

Warehouse and Offices

Warehouse and Offices

Warehouse and Offices

Warehouse and Offices

Manufacturing and Offices
Manufacturing

Manufacturing

Warehouse

Manufacturing and Offices
Manufacturing and Offices
Manufacturing and Offices

Offices

Offices

Manufacturing, Warehouse and Offices
Warehouse

Manufacturing and Offices
Manufacturing, Warehouse and Offices
Warehouse and Offices

Manufacturing and Offices
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Institutional Products Group
Maryland Heights, Missouri

Asia/Pacific Operations
Auckland, New Zealand

Christchurch, New Zealand
Kidderminster, United Kingdom 6,200

North Olmsted, Ohio

North Rocks, NSW, Australia

Suzhou, China

European Operations
Albstadt, Germany
Albstadt, Germany
Albstadt, Germany
Albstadt, Germany
Almult, Sweden
Almult, Sweden
Almult, Sweden
Bergen, Norway
Bodo, Norway
Brondby, Denmark
Brondby, Denmark
Dihult, Sweden

Dio, Sweden

Dublin, Ireland

Ede, The Netherlands
Erniss, Sweden
Exeter, United Kingdom
Fondettes, France
Girona, Spain

Gland, Switzerland
Gland, Switzerland
Goteborg, Sweden
Isny, Germany

Isny, Germany
Kinross, United Kingdom
Kristiansand, Norway
Landskrona, Sweden
Larvik, Norway
Lillehammer, Norway
Loppem, Belgium
Mondsee, Austria
Mondsee, Austria
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Ownership
Or Expiration
Date of Lease

Square
Feet

10,786 November 2019

30,518
72,269

September 2017
December 2020
January 2018
October 2018
August 2017
February 2020

2,280
45,714
41,290

73,894
12,917
21,162
1,399
35,521
26,651
12,282
1,076
969
19,536

February 2018
Month to Month
Month to Month
Month to Month
November 2017
November 2017
Month to Month
April 2020

May 2017
Month to Month
3,767  Month to Month
5,382  Month to Month
110,524 Own

5,000 May 2024
12,917 December 2021
17,502 Month to Month
22,000 May 2021

191,856 Own

14,639 November 2018
5,586  September 2022
1,184  September 2022
2,691  September 2018
47,232 Own

1,615 Own

4,800  September 2017
646 January 2018
5,382 January 2018
1,076  May 2017

807 May 2017

4,036  March 2024
1,507 March 2020
764 December 2019

Renewal
Options

One (3 yr.)

None
One (3 yr.)
None
None
Two (3 yr.)
None

Two (5 yr.)
None

None

None

None

None

None

One (5 yr.)
One (1 yr.)
One (1 yr.)
One (1 yr.)
One (3 mos.)
One (5 yr.)
One (75 mos.)
One (3 mos.)
None

One (1 yr.)
One (5 yr.)
One (5 yr.)
One (3 yr.)

One (6 mos.)
One (1 yr.)
One (3 yr.)
One (1 yr.)
One (1 yr.)
Three (3 yr.)
None

None

Use

Offices

Manufacturing, Warehouse and Offices
Manufacturing, Warehouse and Offices
Warehouse and Offices
Warehouse and Offices
Warehouse and Offices
Manufacturing, Warehouse and Offices

Manufacturing, Warehouse and Offices
Warehouse

Warehouse and Offices
Warehouse and Offices
Warehouse

Warehouse

Warehouse

Warehouse and Offices
Services and Offices
Warehouse and Offices
Warehouse

Warehouse

Manufacturing, Warehouse and Offices
Warehouse and Offices
Warehouse

Warehouse

Warehouse and Offices
Manufacturing and Warehouse
Warehouse and Offices
Offices

Offices

Warehouse

Manufacturing, Warehouse and Offices
Warehouse

Warehouse and Offices
Services and Offices
Warehouse

Services and Offices

Services and Offices
Warehouse and Offices
Warehouse and Offices
Offices
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European Operations
Mondsee, Austria
Mondsee, Austria
Neuville en Ferrain, France
Oporto, Portugal

Oporto, Portugal
Oskarshamn, Sweden
Oslo, Norway

Pencoed, United Kingdom
Porta Westfalica, Germany
Porta Westfalica, Germany
Porta Westfalica, Germany
Sandnes, Norway

Spanga, Sweden

Thiene, Italy

Trondheim, Norway
Warwick, United Kingdom
Wien, Austria

Witterswil, Switzerland
Witterswil, Switzerland
Witterswil, Switzerland
Witterswil, Switzerland
Witterswil, Switzerland
Witterswil, Switzerland
Witterswil, Switzerland
Witterswil, Switzerland
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Square
Feet

377

624
1,399
88,264
3,730
1,076
24,262
152,278
134,563
8,934
13,455
807
16,146
21,528
5,027
135,413
215
40,343
1,076
969
4,306
678

269

238

237

Ownership
Or Expiration
Date of Lease

Month to Month
Month to Month
April 2022
November 2017
December 2018
December 2017
April 2021
December 2019
November 2021
Month to Month
Month to Month
January 2019
Own

Own

December 2018
May 2017
Month to Month
March 2018
Month to Month
Month to Month
Month to Month
Month to Month
Month to Month
Month to Month
Month to Month

Renewal
Options

None
None
One (3 yr.)
One (1 yr.)
One (2 yr.)
One (1 yr.)
None
One (Syr.)
Two (5yr.)
None
None
One (3 yr.)

One (5 yr.)
One (3 yr.)
None

One (1 yr.)
None
None

One (3 mos.)
None
None
None
None

Use

Warehouse

Warehouse

Offices

Manufacturing, Warehouse and Offices
Offices

Warehouse

Manufacturing, Warehouse and Offices
Manufacturing and Offices
Manufacturing, Warehouse and Offices
Warehouse

Warehouse and Offices

Offices
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Item 3. Legal Proceedings.

In the ordinary course of its business, the company is a defendant in a number of lawsuits, primarily product liability
actions in which various plaintiffs seek damages for injuries allegedly caused by defective products. All of the product
liability lawsuits that the company faces in the United States have been referred to the company's captive insurance
company and/or excess insurance carriers while all non-U.S. lawsuits have been referred to the company's commercial
insurance carriers. All such lawsuits are generally contested vigorously. The coverage territory of the company's
insurance is worldwide with the exception of those countries with respect to which, at the time the product is sold for
use or at the time a claim is made, the U.S. government has suspended or prohibited diplomatic or trade relations.
Management does not believe that the outcome of any of these actions will have a material adverse effect upon the
company's business or financial condition.

In December 2012, the company reached agreement with FDA on the terms of a consent decree of injunction with
respect to the company's Corporate facility and its Taylor Street wheelchair manufacturing facility in Elyria, Ohio. A
complaint and consent decree were filed in the U.S. District Court for the Northern District of Ohio, and on

December 21, 2012, the Court approved the consent decree and it became effective. The consent decree limits the
company's manufacture and distribution of power and manual wheelchairs, wheelchair components and wheelchair
sub-assemblies at or from its Taylor Street manufacturing facility. The decree also initially limited design activities
related to wheelchairs and power beds that take place at the impacted Elyria, Ohio facilities. The company is entitled
to continue to produce from the Taylor Street manufacturing facility certain medically necessary wheelchairs provided
that documentation and record-keeping requirements are followed, as well as ongoing replacement, service and repair
of products already in use, under terms delineated in the consent decree. Under the terms of the consent decree, in
order to resume full operations at the impacted facilities, the company must successfully complete third-party expert
certification audits at the impacted Elyria facilities, which is comprised of three distinct reports that must be submitted
to, and accepted by, FDA. During 2013, the company completed the first two of the third-party expert certification
audits, and FDA found the results of both to be acceptable. In these reports, the third-party expert certified that the
company's equipment and process validation procedures and its design control systems are compliant with FDA's
QSR. As a result of FDA's acceptance of the first certification report on May 13, 2013, the Taylor Street facility was
able to resume supplying parts and components for the further manufacturing of medical devices at other company
facilities. The company's receipt of FDA's acceptance of the second certification report on July 15, 2013, resulted in
the company being able to resume design activities at the impacted facilities related to power wheelchairs and power
beds. In February, 2016, the independent expert auditor issued its certification report for the third phase of the consent
decree indicating substantial compliance with FDA's QSR and the report was submitted to FDA. Similar to the first
and second certification processes, FDA has responded to this report with clarifying questions to which the company
and the independent expert have responded. When FDA's questions are satisfactorily addressed, the company intends
to request a meeting with FDA prior to submitting its own written report required by the terms of the consent decree.
In December 2015, FDA issued Form 483 observations following a 2015 inspection of approximately 5 months at the
Corporate and Tayl