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Part I—Financial Information  
   

ZIMMER BIOMET HOLDINGS, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS  

(in millions, except per share amounts, unaudited)  
   

The accompanying notes are an integral part of these consolidated financial statements.  
   

3  

Item 1. Financial Statements 

     
Three Months Ended  

June 30,     
Six Months Ended  

June 30,   
     2015     2014     2015     2014   
Net Sales     $ 1,167.6      $ 1,182.9      $ 2,302.0      $ 2,344.4    
Cost of products sold       290.5        331.6        569.2        635.3    

                                         

Gross Profit       877.1        851.3        1,732.8        1,709.1    
                                         

Research and development       51.4        48.0        99.8        95.4    
Selling, general and administrative       445.1        436.1        870.1        880.6    
Intangible asset amortization       33.0        22.2        53.4        51.4    
Certain claims (Note 16)       7.7        21.8        7.7        21.8    
Special items (Note 2)       469.4        62.3        556.4        98.9    

                                         

Operating expenses       1,006.6        590.4        1,587.4        1,148.1    
                                         

Operating (Loss) Profit       (129.5 )      260.9        145.4        561.0    
Other expense, net       (4.0 )      (11.6 )      (26.6 )      (13.3 )  
Interest income       2.5        2.9        5.1        5.4    
Interest expense       (82.7 )      (15.8 )      (105.8 )      (30.8 )  

                                         

(Loss) Earnings before income taxes       (213.7 )      236.4        18.1        522.3    
(Benefit) Provision for income taxes       (55.5 )      60.3        (0.5 )      125.1    

                                         

Net (loss) earnings       (158.2 )      176.1        18.6        397.2    
Less: Net loss attributable to noncontrolling interest       (0.2 )      (0.4 )      (0.5 )      (0.8 )  

                                         

Net (Loss) Earnings of Zimmer Biomet Holdings, Inc.     $ (158.0 )    $ 176.5      $ 19.1      $ 398.0    
                                         

(Loss) Earnings Per Common Share           
Basic     $ (0.91 )    $ 1.05      $ 0.11      $ 2.36    
Diluted     $ (0.91 )    $ 1.03      $ 0.11      $ 2.32    

Weighted Average Common Shares Outstanding           
Basic       173.0        168.4        171.5        168.7    
Diluted       173.0        171.0        174.2        171.4    

Cash Dividends Declared Per Common Share     $ 0.22      $ 0.22      $ 0.44      $ 0.44    



Table of Contents  

ZIMMER BIOMET HOLDINGS, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME  

(in millions, unaudited)  
   

The accompanying notes are an integral part of these consolidated financial statements.  
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Three Months  
Ended  

June 30,     

Six Months  
Ended  

June 30,   
     2015     2014     2015     2014   
Net (loss) earnings     $ (158.2 )    $ 176.1      $ 18.6      $ 397.2    
Other Comprehensive Income:           

Foreign currency cumulative translation adjustments       27.8        (12.3 )      (124.9 )      3.6    
Unrealized cash flow hedge gains/(losses), net of tax       (13.1 )      (8.3 )      39.3        (11.4 )  
Reclassification adjustments on foreign currency hedges, net of tax       (25.1 )      (2.7 )      (46.7 )      (4.7 )  
Unrealized gains on securities, net of tax       (0.1 )      0.1        0.5        0.2    
Reclassification adjustments on securities, net of tax       —          —          —          (0.4 )  
Adjustments to prior service cost and unrecognized actuarial assumptions, net of tax       1.5        3.6        5.4        1.7    

                                         

Total Other Comprehensive (Loss)       (9.0 )      (19.6 )      (126.4 )      (11.0 )  
                                         

Comprehensive (Loss) Income       (167.2 )      156.5        (107.8 )      386.2    
Comprehensive gain/(loss) attributable to the noncontrolling interest       (0.2 )      (0.4 )      —          (0.8 )  

                                         

Comprehensive (Loss) Income attributable to Zimmer Biomet Holdings, Inc.     $ (167.0 )    $ 156.9      $ (107.8 )    $ 387.0    
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ZIMMER BIOMET HOLDINGS, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED BALANCE SHEETS  

(in millions, unaudited)  
   

The accompanying notes are an integral part of these consolidated financial statements.  
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June 30,  

2015     

December 31, 
 

2014   
ASSETS       
Current Assets:       

Cash and cash equivalents     $ 1,424.6      $ 1,083.3    
Short-term investments       459.0        612.5    
Accounts receivable, less allowance for doubtful accounts       1,490.3        912.1    
Inventories       2,441.4        1,169.0    
Prepaid expenses and other current assets       551.7        193.7    
Deferred income taxes       384.5        318.4    

                     

Total Current Assets       6,751.5        4,289.0    
Property, plant and equipment, net       1,998.6        1,288.8    
Goodwill       7,730.7        2,514.2    
Intangible assets, net       9,941.5        603.5    
Other assets       781.7        939.2    

                     

Total Assets     $ 27,204.0      $ 9,634.7    
                     

LIABILITIES AND STOCKHOLDERS’ EQUITY       
Current Liabilities:       

Accounts payable     $ 268.2      $ 167.1    
Income taxes payable       134.0        72.4    
Current portion of long-term debt       300.0        —      
Other current liabilities       1,460.9        798.5    

                     

Total Current Liabilities       2,163.1        1,038.0    
Long-term income tax payable       358.8        181.7    
Deferred income taxes       2,363.2        45.9    
Other long-term liabilities       443.2        421.0    
Long-term debt       11,749.8        1,425.5    

                     

Total Liabilities       17,078.1        3,112.1    
                     

Commitments and Contingencies (Note 16)       

Stockholders’  Equity:       
Zimmer Biomet Holdings, Inc. Stockholders’  Equity:       

Common stock, $0.01 par value, one billion shares authorized, 301.9 million shares issued in 2015 
(268.4 million in 2014)       3.0        2.7    

Paid-in capital       8,110.0        4,330.7    
Retained earnings       8,232.3        8,285.2    
Accumulated other comprehensive income       (40.5 )      85.9    
Treasury stock, 98.6 million shares in 2015 (98.7 million shares in 2014)       (6,180.7 )      (6,183.7 )  

                     

Total Zimmer Biomet Holdings, Inc. stockholders’  equity       10,124.1        6,520.8    
Noncontrolling interest       1.8        1.8    

                     

Total Stockholders’  Equity       10,125.9        6,522.6    
                     

Total Liabilities and Stockholders’  Equity     $ 27,204.0      $ 9,634.7    
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ZIMMER BIOMET HOLDINGS, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  

(in millions, unaudited)  
   

The accompanying notes are an integral part of these consolidated financial statements.  
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For the Six Months  

Ended June 30,   
     2015     2014   
Cash flows provided by (used in) operating activities:       

Net earnings     $ 18.6      $ 397.2    
Adjustments to reconcile net earnings to cash provided by operating activities:       

Depreciation and amortization       188.6        192.3    
Share-based compensation       21.2        24.2    
Non-cash Biomet merger consideration compensation expense       164.1        —      
Income tax benefit from stock option exercises       74.0        28.8    
Excess income tax benefit from stock option exercises       (9.1 )      (8.6 )  
Inventory step-up       10.5        4.2    
Gain on divestiture of assets       (18.9 )      —      
Changes in operating assets and liabilities, net of effect of acquisitions:       

Income taxes       30.5        (114.4 )  
Receivables       (59.3 )      (14.7 )  
Inventories       (149.9 )      (85.2 )  
Accounts payable and accrued expenses       95.8        (1.7 )  
Other assets and liabilities       (87.8 )      20.8    

                     

Net cash provided by operating activities       278.3        442.9    
                     

Cash flows provided by (used in) investing activities:       
Additions to instruments       (104.0 )      (112.0 )  
Additions to other property, plant and equipment       (64.8 )      (63.4 )  
Purchases of investments       (152.6 )      (783.3 )  
Sales of investments       398.9        691.4    
Proceeds from divestiture of assets       24.1        —      
Biomet acquisition, net of acquired cash       (7,812.9 )      —      
Investments in other assets       (9.4 )      (1.4 )  

                     

Net cash used in investing activities       (7,720.7 )      (268.7 )  
                     

Cash flows provided by (used in) financing activities:       
Proceeds from senior notes       7,628.2        —      
Proceeds from term loan       3,000.0        —      
Redemption of senior notes       (2,740.0 )      —      
Net proceeds under revolving credit facilities       0.9        0.5    
Dividends paid to stockholders       (74.7 )      (70.9 )  
Proceeds from employee stock compensation plans       34.6        218.9    
Excess income tax benefit from stock option exercises       9.1        8.6    
Debt issuance costs       (58.4 )      (47.7 )  
Repurchase of common stock       —          (400.5 )  

                     

Net cash provided by (used in) financing activities       7,799.7        (291.1 )  
                     

Effect of exchange rates on cash and cash equivalents       (16.0 )      5.0    
                     

Increase (decrease) in cash and cash equivalents       341.3        (111.9 )  
Cash and cash equivalents, beginning of year       1,083.3        1,080.6    

                     

Cash and cash equivalents, end of period     $ 1,424.6      $ 968.7    
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ZIMMER BIOMET HOLDINGS, INC. AND SUBSIDIARIES  
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL S TATEMENTS  

1. Basis of Presentation  

The financial data presented herein is unaudited and should be read in conjunction with the consolidated financial statements and 
accompanying notes included in the 2014 Annual Report on Form 10-K filed by Zimmer Biomet Holdings, Inc. Beginning January 1, 2015, we 
changed our quarter-end closing convention for the majority of our international subsidiaries, which, in the case of the three and six month 
periods ended June 30, 2015, resulted in a change of that quarter-end close from June 25 to June 30. As a consequence, our results of operations 
for the six month period ended June 30, 2015 include up to four more billing days for such international subsidiaries than were included in our 
results of operations for the six month period ended June 30, 2014. This change did not result in a significant difference in the number of billing 
days for the three month period ended June 30, 2015. We have not restated the presentation of the 2014 financial statements to conform to this 
change of closing convention because the impact of the change is not material to the consolidated results of operations or to the comparisons 
between the 2015 and 2014 periods.  

In our opinion, the accompanying unaudited condensed consolidated financial statements include all adjustments necessary for a fair 
statement of the financial position, results of operations and cash flows for the interim periods presented. The December 31, 2014 condensed 
consolidated balance sheet data was derived from audited financial statements, but does not include all disclosures required by accounting 
principles generally accepted in the United States of America (GAAP). Results for interim periods should not be considered indicative of results 
for the full year. Certain amounts in the 2014 condensed consolidated financial statements have been reclassified to conform to the 2015 
presentation.  

On June 24, 2015 (the “Closing Date”), we completed our merger with LVB Acquisition, Inc. (“LVB”), the parent company of Biomet, 
Inc. (“Biomet”), by acquiring 100 percent of LVB’s voting interests (sometimes hereinafter referred to as the “Biomet merger” or the “merger”). 
For more information on the merger, see Note 3. In connection with the merger, we changed our name from Zimmer Holdings, Inc. to Zimmer 
Biomet Holdings, Inc.  

The words “we,” “us,” “our” and similar words and “Zimmer Biomet” refer to Zimmer Biomet Holdings, Inc. and its subsidiaries. 
“Zimmer Biomet Holdings” refers to the parent company only. “Zimmer” used alone refers to the business or information of us and our 
subsidiaries on a stand-alone basis without inclusion of the business or information of LVB or any of its subsidiaries. Unless the context 
indicates or requires otherwise, references to “LVB” and “Biomet” refer to LVB and its subsidiaries.  
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2. Significant Accounting Policies  

Special Item s—We recognize expenses resulting directly from our business combinations, employee termination benefits, certain R&D 
agreements, certain contract terminations, consulting and professional fees and asset impairment or loss on disposal charges connected with 
global restructuring, quality and operational excellence initiatives, and other items as “Special items” in our condensed consolidated statement of 
earnings. “Special items” included (in millions):  
   

Pursuant to the Biomet merger agreement, all outstanding LVB stock options and LVB stock-based awards vested immediately prior to the 
effective time of the merger, and holders of LVB stock options and LVB stock-based awards received a portion of the aggregate merger 
consideration. Some LVB stock options and LVB stock-based awards were already vested under the terms of LVB’s equity incentive plans. We 
accounted for the fair value of the consideration we paid in exchange for previously vested LVB stock options and LVB stock-based awards as 
consideration to complete the merger. As part of the merger agreement terms, all previously unvested LVB stock options and LVB stock-based 
awards vested immediately prior to the effective time of the merger. Under LVB’s equity incentive plans, unvested LVB stock options and LVB 
stock-based awards would have otherwise been forfeited. We have concluded that the discretionary accelerated vesting of unvested LVB stock 
options and LVB stock-based awards was for the economic benefit of the combined company, and, therefore, we classified the fair value of the 
merger consideration we paid to holders of such unvested LVB stock options and LVB stock-based awards of $164.1 million as compensation 
expense.  

Pursuant to the LVB merger agreement, retention plans were established for certain Biomet employees and third-party sales agents. 
Retention payments were earned by employees and third-party sales agents who remained with Biomet through the Closing Date. We recognized 
$73.0 million of expense resulting from these retention plans.  
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Three Months  
Ended June 30,      

Six Months  
Ended June 30,   

     2015      2014      2015      2014   
Biomet merger-related              

Merger consideration compensation expense     $ 164.1       $ —         $ 164.1       $ —      
Retention plans       73.0         —           73.0         —      
Consulting and professional fees       62.4         13.7         86.6         13.7    
Employee severance       64.5         —           64.9         —      
Dedicated project personnel       8.1         —           9.1         —      
Relocated facilities       0.9         —           0.9         —      
Contract terminations       15.9         —           15.9         —      
Other       1.7         —           1.9         —      

Other              
Consulting and professional fees       39.6         27.0         79.3         42.0    
Employee severance       0.7         —           0.8         0.9    
Dedicated project personnel       10.1         10.9         22.5         21.8    
Impairment/loss on disposal of assets       —           4.6         2.3         5.9    
Certain R&D agreements       —           —           —           4.5    
Relocated facilities       —           —           0.5         0.7    
Distributor acquisitions       —           0.4         —           0.4    
Certain litigation matters       20.3         —           20.3         —      
Contract terminations       —           2.2         —           2.2    
Contingent consideration adjustments       —           (0.1 )       2.3         0.4    
Accelerated software amortization       —           1.5         1.5         3.0    
Other       8.1         2.1         10.5         3.4    

                                            

Special items     $ 469.4       $ 62.3       $ 556.4       $ 98.9    
                                            



Table of Contents  

After the Closing Date, we started to implement our integration plans to drive operational synergies. Part of these integration plans 
included termination of employees and certain contracts. Expenses attributable to the initial phase of these integration plans that were recognized 
in the three and six month periods ended June 30, 2015 as part of “Special items” primarily related to termination of redundant management 
employees. During the remainder of 2015, we expect to recognize additional employee termination severance and contract termination expense 
related to termination of agreements with independent agents, distributors, suppliers and lessors as we continue to implement our integration 
plans. Our integration plans are expected to last through 2018. The following table summarizes the liabilities related to these integration plans (in 
millions):  
   

Since the Closing Date occurred just prior to June 30, 2015, no significant cash payments for these items were made during the three 
month period ended June 30, 2015. However, it is expected that the majority of these employee termination benefits and contract termination 
liabilities noted above will be paid during the second half of 2015.  

Recent Accounting Pronouncements —In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standard 
Update (“ASU”) No. 2014-09— Revenue from Contracts with Customers (Topic 606) . The ASU provides a five-step model for revenue 
recognition that all industries will apply to recognize revenue when a customer obtains control of a good or service. The ASU will be effective 
for us beginning January 1, 2018. We are in the initial phases of our adoption plans and, accordingly, we are unable to estimate any effect this 
may have on our revenue recognition practices.  

In April 2015, the FASB issued ASU 2015-03— Simplifying the Presentation of Debt Issuance Costs . This ASU requires debt issuance 
costs to be presented in the balance sheet as a direct deduction from the carrying value of the associated debt liability, consistent with the 
presentation of a debt discount. This ASU does not affect the measurement and recognition of debt issuance costs in our statement of earnings. 
As of June 30, 2015, this change would result in a reclassification of $11.9 million of other current assets and $68.6 million of other assets to 
debt. The ASU will be effective for us beginning January 1, 2016.  

There are no other recently issued accounting pronouncements that we have not yet adopted that are expected to have a material effect on 
our financial position, results of operations or cash flows.  

3. Biomet Merger  

On the Closing Date, we completed our merger with LVB, the parent company of Biomet. We paid $12,030.3 million in cash and stock 
and assumed Biomet’s senior notes. The fair value of the principal amount of the senior notes was $2,740.0 million, which we repaid in full prior 
to June 30, 2015. The merger positions us as a leader in the nearly $50 billion musculoskeletal industry. Our product portfolio now includes 
Biomet’s legacy product lines, including knee and hip reconstructive products; sports medicine, extremities and trauma products; spine, bone 
healing, and microfixation products; dental reconstructive products; and cement, biologics and other products. Our larger scale provides for 
increased competitiveness in core franchises and a stronger presence in emerging markets. The merger puts us in position to accelerate revenue 
growth through cross-selling opportunities between our legacy product portfolios and sales force specialization. The combination of our research 
and development (“R&D”) functions will allow us to allocate a greater portion of the combined R&D spending towards innovations to address 
unmet needs and create new-market adjacencies. We also expect to realize operational synergies to enhance value for stockholders.  
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Employee  
Termination 

 
Benefits      

Contract  
Terminations      Total   

Balance, Closing Date     $ —         $ —         $ —      
Additions       64.5         15.9         80.4    
Cash Payments       —           —           —      

                                 

Balance, June 30, 2015     $ 64.5       $ 15.9       $ 80.4    
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In order to consummate the merger under applicable antitrust laws and regulations in certain countries, we had to divest certain product 
line rights and assets. As a result, we recognized a net gain of $18.9 million in non-operating other expense, net in the three and six month 
periods ended June 30, 2015.  

We funded the cash portion of the merger consideration with available cash on hand, as well as proceeds from a $3.0 billion senior 
unsecured term loan and $7.65 billion in senior unsecured notes issued in March 2015. See Note 8 for further information regarding these debt 
instruments.  

The aggregate merger consideration paid was $12,030.3 million, consisting of $8,307.6 million of cash and 32.7 million shares of our 
common stock valued at $3,722.7 million. The value of our common stock was based upon a stock price of $113.83 per share using the average 
of the high and low trading prices on the Closing Date. As discussed in Note 2, $164.1 million of the cash and common stock consideration was 
allocated to compensation expense due to the acceleration of the vesting of unvested LVB stock options and LVB stock-based awards in 
connection with the merger. Therefore, the amount of merger consideration utilized for the purchase method of accounting was $11,866.2 
million.  

The merger was accounted for under the purchase method of accounting. Accordingly, LVB’s results of operations have been included in 
our consolidated results of operations subsequent to the Closing Date, and LVB’s assets and liabilities were recorded at their estimated fair 
values in our consolidated statement of financial position as of the Closing Date, with the excess of the purchase price over the estimated fair 
values being allocated to goodwill. During the three and six month periods ended June 30, 2015, the post-merger net sales and operating loss that 
Biomet contributed to our consolidated results were $59.9 million and $(288.2) million, respectively. This net operating loss was driven by 
$164.1 million of merger consideration compensation expense for unvested LVB stock options and LVB stock-based awards, $73.0 million of 
retention plan expense, severance expense, inventory step-up expense and intangible asset amortization.  

The purchase price allocation as of June 30, 2015 is preliminary. The preliminary purchase price allocation is based on publicly available 
financial information of LVB, our informed insights into the industries in which LVB competed, and discussions with LVB’s management. The 
estimation of fair values requires a complex series of judgments about future events and uncertainties which will take us some time to compile. 
Additionally, we plan to engage external experts to assist us in the estimation of fair value for certain assets. For these reasons, among others, 
there may be differences between these preliminary estimates of fair value and the final acquisition accounting, which differences could be 
material. The final estimates of fair value are expected to be completed as soon as possible, but no later than one year from the Closing Date.  
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The following table summarizes the preliminary fair values of the assets acquired and liabilities assumed at the Closing Date (in millions):  
   

The weighted-average amortization period selected for technology and customer relationship intangible assets was 20 years and 24 years, 
respectively. The weighted-average amortization period may change in the future based upon our final estimates of fair value.  

The goodwill is generated from the operational synergies we expect to achieve from our combined operations. Due to the short period of 
time between the Closing Date and the filing date of this report on Form 10-Q and based upon the preliminary nature of the fair value estimates, 
we have not been able to compile the necessary information to allocate the goodwill to our operating segments. None of the goodwill is expected 
to be deductible for tax purposes.  

The following table summarizes the changes in the carrying amount of our goodwill (in millions):  
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As of  

June 24, 2015   
Cash     $ 494.8    
Accounts receivable, net       544.7    
Inventory       1,161.7    
Other current assets       202.3    
Property, plant and equipment       699.4    
Intangible assets not subject to amortization:     

Trademarks and trade names       515.0    
Intangible assets subject to amortization:     

Technology       3,053.0    
Customer relationships       5,829.0    

Other assets       29.5    
Goodwill       5,292.5    

           

Total assets acquired       17,821.9    
           

Current liabilities       588.9    
Long-term debt       2,740.0    
Deferred taxes       2,568.6    
Other long-term liabilities       58.2    

           

Total liabilities assumed       5,955.7    
           

Net assets acquired     $ 11,866.2    
           

     Americas     EMEA     Asia Pacific     Unallocated      Total   
Balance at December 31, 2014              

Goodwill     $ 1,666.2      $ 1,067.7      $ 153.3      $ —         $ 2,887.2    
Accumulated impairment losses       (373.0 )      —          —          —           (373.0 )  

                                                    

     1,293.2        1,067.7        153.3        —           2,514.2    
Biomet merger       —          —          —          5,292.5         5,292.5    
Currency translation       (4.7 )      (66.3 )      (5.0 )      —           (76.0 )  

                                                    

Balance at June 30, 2015              
Goodwill       1,661.5        1,001.4        148.3        5,292.5         8,103.7    
Accumulated impairment losses       (373.0 )      —          —          —           (373.0 )  

                                                    

   $ 1,288.5      $ 1,001.4      $ 148.3      $ 5,292.5       $ 7,730.7    
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The following sets forth unaudited pro forma financial information derived from (i) the unaudited financial statements of Zimmer for the 
three and six month periods ended June 30, 2015 and 2014; and (ii) the unaudited financial statements of LVB for the periods January 1, 2015 to 
June 23, 2015 and for the three and six month periods ended June 30, 2014. The pro forma financial information has been adjusted to give effect 
to the merger as if it had occurred on January 1, 2014.  
   

These unaudited pro forma results have been prepared for comparative purposes only and include adjustments such as inventory step-up, 
amortization of acquired intangible assets and interest expense on debt incurred to finance the merger. Material, nonrecurring pro forma 
adjustments directly attributable to the Biomet merger include:  
   

   

4. Inventories  
   

Finished goods include $494.8 million to step-up the acquired Biomet inventory to fair value.  

5. Property, Plant and Equipment  
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Three Months Ended  

June 30,      
Six Months Ended  

June 30,   
     2015      2014      2015      2014   
     (in millions)   
Net Sales     $ 1,892.3       $ 2,016.6       $ 3,834.1       $ 4,017.8    
Net Earnings     $ 46.0       $ 194.9       $ 268.0       $ 139.1    

  
•   The $164.1 million of merger consideration compensation expense for unvested LVB stock options and LVB stock-based awards 

was removed from net earnings for the three and six month periods ended June 30, 2015 and recognized as an expense in the three 
and six month periods ended June 30, 2014. 

  •   The $73.0 million of retention plan expense was removed from net earnings for the three and six month periods ended June 30, 2015 
and recognized as an expense in the three and six month periods ended June 30, 2014. 

     
June 30,  

2015      
December 31, 

2014   
     (in millions)   
Finished goods     $ 2,009.8       $ 899.9    
Work in progress       148.3         87.8    
Raw materials       283.3         181.3    

                      

Inventories     $ 2,441.4       $ 1,169.0    
                      

     
June 30,  

2015      
December 31, 

2014   
     (in millions)   
Land     $ 41.5       $ 20.4    
Buildings and equipment       1,619.2         1,283.4    
Capitalized software costs       295.0         294.7    
Instruments       2,111.1         1,696.3    
Construction in progress       146.5         115.8    

                      

     4,213.3         3,410.6    
Accumulated depreciation       (2,214.7 )       (2,121.8 )  

                      

Property, plant and equipment, net     $ 1,998.6       $ 1,288.8    
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6. Investments  

We invest in short and long-term investments classified as available-for-sale securities. Information regarding our investments is as follows 
(in millions):  
   

The unrealized losses on our investments in corporate debt securities were caused by increases in interest yields in the global credit 
markets. We believe the unrealized losses associated with these securities as of June 30, 2015 are temporary because we do not intend to sell 
these investments, and we do not believe we will be required to sell them before recovery of their amortized cost basis.  

The amortized cost and fair value of our available-for-sale fixed-maturity securities by contractual maturity are as follows (in millions):  
   

7. Other Current Liabilities  
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     Amortized 
Cost   

   
Gross  

Unrealized      Fair  
Value           Gains      Losses      

As of June 30, 2015              
Corporate debt securities     $ 433.1       $ 0.2       $ (0.2 )     $ 433.1    
U.S. government and agency debt securities       121.9         —           —           121.9    
Commercial paper       34.4         —           —           34.4    
Certificates of deposit       31.0         —           —           31.0    

                                            

Total short and long-term investments     $ 620.4       $ 0.2       $ (0.2 )     $ 620.4    
                                            

As of December 31, 2014              
Corporate debt securities     $ 516.9       $ 0.1       $ (0.5 )     $ 516.5    
U.S. government and agency debt securities       194.3         —           —           194.3    
Commercial paper       57.8         —           —           57.8    
Certificates of deposit       100.3         —           —           100.3    

                                            

Total short and long-term investments     $ 869.3       $ 0.1       $ (0.5 )     $ 868.9    
                                            

     June 30, 2015   

     
Amortized 

Cost      
Fair  

Value   
Due in one year or less     $ 459.0       $ 459.0    
Due after one year through two years       161.4         161.4    

                      

Total     $ 620.4       $ 620.4    
                      

     
June 30,  

2015      
December 31, 

2014   
     (in millions)   
Other current liabilities:        

Salaries, wages and benefits     $ 356.3       $ 167.7    
License and service agreements       212.9         100.2    
Forward starting interest rate swaps       —           59.3    
Litigation settlement accrual (Note 16)       90.3         70.0    
Accrued liabilities       801.4         401.3    

                      

Total other current liabilities     $ 1,460.9       $ 798.5    
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8. Debt  

Our debt consisted of the following (in millions):  
   

At June 30, 2015, our total debt consisted of $8.95 billion aggregate principal amount of our senior notes, a $3.0 billion U.S. term loan 
(“U.S. Term Loan”), an 11.7 billion Japanese Yen term loan agreement (“Japan Term Loan”) that will mature on May 31, 2018, and other debt 
totaling $5.4 million.  

The U.S. term loan is part of our $4.35 billion senior credit facility (the “Senior Credit Facility”) that contains: (i) a 5-year unsecured term 
loan facility in the principal amount of $3.0 billion (the “U.S. Term Loan Facility”), and (ii) a 5-year unsecured multicurrency revolving facility 
in the principal amount of $1.35 billion (the “Multicurrency Revolving Facility”). The Senior Credit Facility contains customary affirmative and 
negative covenants and events of default for an unsecured financing arrangement, including, among other things, limitations on consolidations, 
mergers and sales of assets. Financial covenants include a consolidated indebtedness to consolidated EBITDA ratio of no greater than 5.0 to 1.0 
through June 24, 2016 and no greater than 4.5 to 1.0 thereafter. If our credit rating falls below investment grade, additional restrictions would 
result, including restrictions on investments and payment of dividends. We were in compliance with all covenants under the Senior Credit 
Facility as of June 30, 2015.  

On June 24, 2015, we borrowed $3.0 billion under the U.S. Term Loan Facility to fund a portion of the Biomet merger. Under the terms of 
the U.S. Term Loan Facility, starting September 30, 2015, principal payments are due as follows: $75.0 million on a quarterly basis during the 
first three years, $112.5 million on a quarterly basis during the fourth year, and $412.5 million on a quarterly basis during the fifth year.  

Borrowings under the Multicurrency Revolving Facility may be used for general corporate purposes. There were no borrowings 
outstanding under the Multicurrency Revolving Facility as of June 30, 2015.  

Of the total $8.95 billion aggregate principal amount of senior notes outstanding at June 30, 2015, we issued $7.65 billion of this amount in 
March 2015 (the “Merger Notes”), the proceeds of which were used to finance a portion of the cash consideration payable in the Biomet merger, 
pay merger related fees and expenses and pay a  
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June 30,  

2015      
December 31, 

2014   
Current portion of long-term debt        

U.S. Term Loan     $ 300.0       $ —      

Long-term debt        
1.450% Senior Notes due 2017     $ 500.0       $ —      
2.000% Senior Notes due 2018       1,150.0         —      
4.625% Senior Notes due 2019       500.0         500.0    
2.700% Senior Notes due 2020       1,500.0         —      
3.375% Senior Notes due 2021       300.0         300.0    
3.150% Senior Notes due 2022       750.0         —      
3.550% Senior Notes due 2025       2,000.0         —      
4.250% Senior Notes due 2035       500.0         —      
5.750% Senior Notes due 2039       500.0         500.0    
4.450% Senior Notes due 2045       1,250.0         —      
U.S. Term Loan       2,700.0         —      
Japan Term Loan       94.4         98.0    
Other long-term debt       4.9         4.9    
Debt discount       (22.7 )       (1.4 )  
Adjustment related to interest rate swaps       23.2         24.0    

                      

Total long-term debt     $ 11,749.8       $ 1,425.5    
                      



Table of Contents  

portion of Biomet’s funded debt. The Merger Notes consist of the following seven tranches: the 1.450% Senior Notes due 2017, the 2.000% 
Senior Notes due 2018, the 2.700% Senior Notes due 2020, the 3.150% Senior Notes due 2022, the 3.550% Senior Notes due 2025, the 4.250% 
Senior Notes due 2035 and the 4.450% Senior Notes due 2045.  

We may, at our option, redeem our senior notes, in whole or in part, at any time upon payment of the principal, any applicable make-whole 
premium, and accrued and unpaid interest to the date of redemption. In addition, the Merger Notes and the 3.375% Senior Notes due 2021 may 
be redeemed at our option without any make-whole premium at specified dates ranging from one month to six months in advance of the 
scheduled maturity date.  

Between the Closing Date and June 30, 2015, we repaid the Biomet senior notes we assumed in the merger. The fair value of the principal 
amount plus interest was $2,798.6 million. These senior notes required us to pay a call premium in excess of the fair value of the notes when 
they were repaid. As a result, we recognized $22.0 million in non-operating other expense, net related to this call premium.  

The estimated fair value of our senior notes as of June 30, 2015, based on quoted prices for the specific securities from transactions in 
over-the-counter markets (Level 2), was $8,815.2 million. The estimated fair value of the Japan Term Loan as of June 30, 2015, based upon 
publicly available market yield curves and the terms of the debt (Level 2), was $94.1 million. The carrying value of the U.S. Term Loan 
approximates fair value as it bears interest at short-term variable market rates.  

9. Accumulated Other Comprehensive Income  

Other comprehensive income (“OCI”) refers to certain gains and losses that under GAAP are included in comprehensive income but are 
excluded from net earnings as these amounts are initially recorded as an adjustment to stockholders’ equity. Amounts in OCI may be reclassified 
to net earnings upon the occurrence of certain events.  

Our OCI is comprised of foreign currency translation adjustments, unrealized gains and losses on cash flow hedges, unrealized gains and 
losses on available-for-sale securities, and amortization of prior service costs and unrecognized gains and losses in actuarial assumptions on our 
defined benefit plans. Foreign currency translation adjustments are reclassified to net earnings upon sale or upon a complete or substantially 
complete liquidation of an investment in a foreign entity. Unrealized gains and losses on cash flow hedges are reclassified to net earnings when 
the hedged item affects net earnings. Unrealized gains and losses on available-for-sale securities are reclassified to net earnings if we sell the 
security before maturity or if the unrealized loss is considered to be other-than-temporary. Amounts related to defined benefit plans that are in 
OCI are reclassified over the service periods of employees in the plan. The reclassification amounts are allocated to all employees in the plans 
and, therefore, the reclassified amounts may become part of inventory to the extent they are considered direct labor costs. See Note 13 for more 
information on our defined benefit plans.  

The following table shows the changes in the components of OCI, net of tax (in millions):  
   

   
15  

     

Foreign  
Currency  

Translation      

Cash  
Flow  

Hedges      

Unrealized 
 

Gains on  
Securities      

Defined  
Benefit  

Plan Items   
Balance December 31, 2014     $ 159.6       $ 70.1       $ (0.4 )     $ (143.4 )  
OCI before reclassifications       (124.9 )       39.3         0.5         —      
Reclassifications       —           (46.7 )       —           5.4    

                                            

Balance June 30, 2015     $ 34.7       $ 62.7       $ 0.1       $ (138.0 )  
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The following table shows the reclassification adjustments from OCI (in millions):  
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Component of OCI  

   
Amount of Gain / (Loss)  
Reclassified from OCI     

Location on  
Statement of Earnings  

   
Three Months Ended  

June 30,     
Six Months Ended  

June 30,     
   2015     2014     2015     2014     

Cash flow hedges             
Foreign exchange forward contracts     $ 33.1      $ 6.7      $ 61.2      $ 11.7      Cost of products sold 
Foreign exchange options       —          (0.1 )      —          (0.2 )    Cost of products sold 
Forward starting interest rate swaps       (0.4 )      —          (0.5 )      —        Interest expense 

                                           

     32.7        6.6        60.7        11.5      Total before tax 
     7.6        3.9        14.0        6.8      Provision for income taxes 
                                           

   $ 25.1      $ 2.7      $ 46.7      $ 4.7      Net of tax 
                                           

Investments             
Realized gains on securities     $ —        $ —        $ —        $ 0.4      Interest income 

     —          —          —          —        Provision for income taxes 
                                           

   $ —        $ —        $ —        $ 0.4      Net of tax 
                                           

Defined benefit plans             
Prior service cost     $ 1.2      $ 0.9      $ 2.3      $ 1.9      * 
Unrecognized actuarial (loss)       (4.2 )      (2.8 )      (8.5 )      (5.7 )    * 

                                           

     (3.0 )      (1.9 )      (6.2 )      (3.8 )    Total before tax 
     (1.5 )      1.7        (0.8 )      (2.1 )    Provision for income taxes 
                                           

   $ (1.5 )    $ (3.6 )    $ (5.4 )    $ (1.7 )    Net of tax 
                                           

Total reclassifications     $ 23.6      $ (0.9 )    $ 41.3      $ 3.4      Net of tax 
                                           

* These OCI components are included in the computation of net periodic pension expense (see Note 13). 
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The following table shows the tax effects on each component of OCI recognized in our condensed consolidated statements of 
comprehensive income (in millions):  
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Three Months Ended  

June 30, 2015     
Six Months Ended  

June 30, 2015   
     Before Tax     Tax     Net of Tax     Before Tax     Tax     Net of Tax   
Foreign currency cumulative translation adjustments     $ 27.8      $ —        $ 27.8      $ (124.9 )    $ —        $ (124.9 )  
Unrealized cash flow hedge gains/(losses)       (11.0 )      2.1        (13.1 )      40.7        1.4        39.3    
Reclassification adjustments on foreign currency hedges       (32.7 )      (7.6 )      (25.1 )      (60.7 )      (14.0 )      (46.7 )  
Unrealized gains/(losses) on securities       (0.1 )      —          (0.1 )      0.5        —          0.5    
Adjustments to prior service cost and unrecognized actuarial 

assumptions       3.0        1.5        1.5        6.2        0.8        5.4    
                                                             

Total Other Comprehensive Gain/(Loss)     $ (13.0 )    $ (4.0 )    $ (9.0 )    $ (138.2 )    $ (11.8 )    $ (126.4 )  
                                                             

     
Three Months Ended  

June 30, 2014     
Six Months Ended  

June 30, 2014   
     Before Tax     Tax     Net of Tax     Before Tax     Tax     Net of Tax   
Foreign currency cumulative translation adjustments     $ (12.3 )    $ —        $ (12.3 )    $ 3.6      $ —        $ 3.6    
Unrealized cash flow hedge gains/(losses)       (11.6 )      (3.3 )      (8.3 )      (15.5 )      (4.1 )      (11.4 )  
Reclassification adjustments on foreign currency hedges       (6.6 )      (3.9 )      (2.7 )      (11.5 )      (6.8 )      (4.7 )  
Unrealized gains/(losses) on securities       0.1        —          0.1        0.2        —          0.2    
Reclassification adjustments on securities       —          —          —          (0.4 )        (0.4 )  
Adjustments to prior service cost and unrecognized actuarial 

assumptions       1.9        (1.7 )      3.6        3.8        2.1        1.7    
                                                             

Total Other Comprehensive Gain/(Loss)     $ (28.5 )    $ (8.9 )    $ (19.6 )    $ (19.8 )    $ (8.8 )    $ (11.0 )  
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10 . Fair Value Measurement of Assets and Liabilities  

The following assets and liabilities are recorded at fair value on a recurring basis (in millions):  
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     As of June 30, 2015   
     

Recorded 
 

Balance   

   Fair Value Measurements at Reporting Date Using:   

Description        

Quoted Prices in  
Active Markets for 

 
Identical Assets  

(Level 1)      

Significant Other 
Observable Inputs 

 
(Level 2)      

Significant  
Unobservable Inputs 

 
(Level 3)   

Assets              
Available-for-sale securities              

Corporate debt securities     $ 433.1       $ —         $ 433.1       $ —      
U.S. government and agency debt 

securities       121.9         —           121.9         —      
Commercial paper       34.4         —           34.4         —      
Certificates of deposit       31.0         —           31.0         —      

                                            

Total available-for-sale 
securities       620.4         —           620.4         —      

Derivatives, current and long-term              
Foreign currency forward contracts 

and options       135.6         —           135.6         —      
Interest rate swaps       23.2         —           23.2         —      

                                            

   $ 779.2       $ —         $ 779.2       $ —      
                                            

     As of December 31, 2014   
     

Recorded 
Balance   

   Fair Value Measurements at Reporting Date Using:   

Description        

Quoted Prices in  
Active Markets for 

 
Identical Assets  

(Level 1)      

Significant Other 
 

Observable  
Inputs (Level 2)      

Significant  
Unobservable Inputs 

 
(Level 3)   

Assets              
Available-for-sale securities              

Corporate debt securities     $ 516.5       $ —         $ 516.5       $ —      
U.S. government and agency debt 

securities       194.3         —           194.3         —      
Commercial paper       57.8         —           57.8         —      
Certificates of deposit       100.3         —           100.3         —      

                                            

Total available-for-sale securities       868.9         —           868.9         —      
Derivatives, current and long-term              

Foreign currency forward contracts and 
options       125.5         —           125.5         —      

Interest rate swaps       24.0         —           24.0         —      
                                            

   $ 1,018.4       $ —         $ 1,018.4       $ —      
                                            

Liabilities              
Derivatives, current and long-term              

Foreign currency forward contracts and 
options     $ 1.7       $ —         $ 1.7       $ —      

Forward starting interest rate swaps       59.3         —           59.3         —      
                                            

   $ 61.0       $ —         $ 61.0       $ —      
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We value our available-for-sale securities using a market approach based on broker prices for identical assets in over-the-counter markets 
and we perform ongoing assessments of counterparty credit risk.  

We value our foreign currency forward contracts and foreign currency options using a market approach based on foreign currency 
exchange rates obtained from active markets and we perform ongoing assessments of counterparty credit risk.  

We value our interest rate swaps using a market approach based on publicly available market yield curves and the terms of our swaps and 
we perform ongoing assessments of counterparty credit risk.  

11. Derivative Instruments and Hedging Activities  

We are exposed to certain market risks relating to our ongoing business operations, including foreign currency exchange rate risk, 
commodity price risk, interest rate risk and credit risk. We manage our exposure to these and other market risks through regular operating and 
financing activities. Currently, the only risks that we manage through the use of derivative instruments are interest rate risk and foreign currency 
exchange rate risk.  

Interest Rate Risk  

Derivatives Designated as Fair Value Hedges  

We use interest rate derivative instruments to manage our exposure to interest rate movements by converting fixed-rate debt into variable-
rate debt. Under these agreements, we agree to exchange, at specified intervals, the difference between fixed and variable interest amounts 
calculated by reference to an agreed-upon notional principal amount. The objective of the instruments is to more closely align interest expense 
with interest income received on cash and cash equivalents. These derivative instruments are designated as fair value hedges under GAAP. 
Changes in the fair value of the derivative instrument are recorded in current earnings and are offset by gains or losses on the underlying debt 
instrument.  

We have multiple fixed-to-variable interest rate swap agreements that we have designated as fair value hedges of the fixed interest rate 
obligations on our 4.625% Senior Notes due 2019 and 3.375% Senior Notes due 2021. The total notional amounts are $250 million and $300 
million for the 4.625% Senior Notes due 2019 and 3.375% Senior Notes due 2021, respectively. On the interest rate swap agreements for the 
4.625% Senior Notes due 2019, we receive a fixed interest rate of 4.625 percent and pay variable interest equal to the three-month LIBOR plus 
an average of 133 basis points. On the interest rate swap agreements for the 3.375% Senior Notes due 2021, we receive a fixed interest rate of 
3.375 percent and pay variable interest equal to the three-month LIBOR plus an average of 99 basis points.  

Derivatives Designated as Cash Flow Hedges  

In 2014, we entered into forward starting interest rate swaps that were designated as cash flow hedges of the thirty year tranche of senior 
notes we expected to issue in 2015. The forward starting interest rate swaps mitigated the risk of changes in interest rates prior to the completion 
of the Merger Notes offering. The total notional amounts of the forward starting interest rate swaps were $1 billion and settled in March 2015 at 
a loss of $97.6 million. The loss will be recognized using the effective interest rate method over the maturity period of the 4.450% Senior Notes 
due 2045.  

Foreign Currency Exchange Rate Risk  

We operate on a global basis and are exposed to the risk that our financial condition, results of operations and cash flows could be 
adversely affected by changes in foreign currency exchange rates. To reduce the potential effects of foreign currency exchange rate movements 
on net earnings, we enter into derivative financial instruments in the form of foreign currency exchange forward contracts and options with 
major financial  
   

19  



Table of Contents  

institutions. We are primarily exposed to foreign currency exchange rate risk with respect to transactions and net assets denominated in Euros, 
Swiss Francs, Japanese Yen, British Pounds, Canadian Dollars, Australian Dollars, Korean Won, Swedish Krona, Czech Koruna, Thai Baht, 
Taiwan Dollars, South African Rand, Russian Rubles and Indian Rupees. We do not use derivative financial instruments for trading or 
speculative purposes.  

Derivatives Designated as Cash Flow Hedges  

Our revenues are generated in various currencies throughout the world. However, a significant amount of our inventory is produced in U.S. 
Dollars. Therefore, movements in foreign currency exchange rates may have different proportional effects on our revenues compared to our cost 
of products sold. To minimize the effects of foreign currency exchange rate movements on cash flows, we hedge intercompany sales of 
inventory expected to occur within the next 30 months with foreign currency exchange forward contracts and options. We designate these 
derivative instruments as cash flow hedges.  

We perform quarterly assessments of hedge effectiveness by verifying and documenting the critical terms of the hedge instrument and that 
forecasted transactions have not changed significantly. We also assess on a quarterly basis whether there have been adverse developments 
regarding the risk of a counterparty default. For derivatives which qualify as hedges of future cash flows, the effective portion of changes in fair 
value is temporarily recorded in other comprehensive income and then recognized in cost of products sold when the hedged item affects net 
earnings. The ineffective portion of a derivative’s change in fair value, if any, is immediately reported in cost of products sold. On our condensed 
consolidated statement of cash flows, the settlements of these cash flow hedges are recognized in operating cash flows.  

For foreign currency exchange forward contracts and options outstanding at June 30, 2015, we had obligations to purchase U.S. Dollars 
and sell Euros, Japanese Yen, British Pounds, Canadian Dollars, Australian Dollars, Korean Won, Swedish Krona, Czech Koruna, Thai Baht, 
Taiwan Dollars, South African Rand, Russian Rubles and Indian Rupees and obligations to purchase Swiss Francs and sell U.S. Dollars. These 
derivatives mature at dates ranging from July 2015 through December 2017. As of June 30, 2015, the notional amounts of outstanding forward 
contracts and options entered into with third parties to purchase U.S. Dollars were $1,302.9 million. As of June 30, 2015, the notional amounts 
of outstanding forward contracts and options entered into with third parties to purchase Swiss Francs were $323.9 million.  

Derivatives Not Designated as Hedging Instruments  

We enter into foreign currency forward exchange contracts with terms of one month to manage currency exposures for monetary assets and 
liabilities denominated in a currency other than an entity’s functional currency. As a result, any foreign currency re-measurement gains/losses 
recognized in earnings are generally offset with gains/losses on the foreign currency forward exchange contracts in the same reporting period. 
Starting in 2015, the net amount of these offsetting gains/losses is recorded in other expense, net. In 2014 and prior periods, the net amount was 
recorded in cost of products sold. The 2014 presentation has been reclassified to conform to the 2015 presentation. These contracts are settled on 
the last day of each reporting period. Therefore, there is no outstanding balance related to these contracts recorded on the balance sheet as of the 
end of the reporting period. The notional amounts of these contracts are typically in a range of $1.2 billion to $1.7 billion per quarter.  
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Income Statement Presentation  

Derivatives Designated as Fair Value Hedges  

Derivative instruments designated as fair value hedges had the following effects on our condensed consolidated statements of earnings (in 
millions):  
   

We had no ineffective fair value hedging instruments during the three or six month periods ended June 30, 2015 and 2014.  

Derivatives Designated as Cash Flow Hedges  

Derivative instruments designated as cash flow hedges had the following effects, before taxes, on OCI and net earnings on our condensed 
consolidated statements of earnings, condensed consolidated statements of comprehensive income and condensed consolidated balance sheets (in 
millions):  
   

The net amounts recognized in earnings during the three and six month periods ended June 30, 2015 and 2014 due to ineffectiveness and 
amounts excluded from the assessment of hedge effectiveness were not significant.  

The fair value of outstanding derivative instruments designated as cash flow hedges and recorded on the balance sheet at June 30, 2015, 
together with settled derivatives where the hedged item has not yet affected earnings, was a net unrealized gain of $67.9 million, or $62.6 million 
after taxes, which is deferred in OCI. Of the net unrealized gain, $112.9 million, or $86.6 million after taxes, is expected to be reclassified to 
earnings over the next twelve months. The disproportionate amount of net unrealized gain deferred in OCI and the expected reclassification over 
the next twelve months is due to the significant loss from the forward starting interest rate swaps deferred in OCI which will be reclassified to 
earnings over the maturity period of the 4.450% Senior Notes due 2045.  
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Derivative  
Instrument 

  

Location on  
Statement of Earnings   

  Gain (Loss) on Instrument     Gain (Loss) on Hedged Item   

    
Three Months Ended  

June 30,     
Six Months Ended  

June 30,     
Three Months Ended  

June 30,     
Six Months Ended  

June 30,   
    2015     2014     2015     2014     2015     2014     2015     2014   

Interest rate swaps      Interest expense      $ (8.0 )    $ 6.8      $ (0.8 )    $ 11.9      $ 8.0      $ (6.8 )    $ 0.8      $ (11.9 )  

Derivative  
Instrument 

  
Amount of Gain / (Loss)  

Recognized in OCI     

Location on  
Statement of Earnings 

  
Amount of Gain / (Loss)  
Reclassified from OCI   

  
Three Months Ended  

June 30,     
Six Months Ended  

June 30,       
Three Months Ended  

June 30,     
Six Months Ended  

June 30,   
  2015     2014     2015     2014       2015     2014     2015     2014   

Foreign exchange forward 
contracts    $ (11.0 )    $ (11.4 )    $ 79.0      $ (15.3 )    Cost of products sold   $ 33.1      $ 6.7      $ 61.2      $ 11.7    

Foreign exchange options      —          (0.2 )      —          (0.2 )    Cost of products sold     —          (0.1 )      —          (0.2 )  
Forward starting interest rate 

swaps      —          —          (38.3 )      —        Interest expense     (0.4 )      —          (0.5 )      —      
                                                                                  

  $ (11.0 )    $ (11.6 )    $ 40.7      $ (15.5 )      $ 32.7      $ 6.6      $ 60.7      $ 11.5    
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Derivatives Not Designated as Hedging Instruments  

The following gains / (losses) from these derivative instruments were recognized on our condensed consolidated statements of earnings (in 
millions):  
   

This impact does not include any offsetting gains/losses recognized in earnings as a result of foreign currency re-measurement of monetary 
assets and liabilities denominated in a currency other than an entity’s functional currency.  

Balance Sheet Presentation  

As of June 30, 2015 and December 31, 2014, all derivative instruments designated as fair value hedges and cash flow hedges were 
recorded at fair value on the balance sheet. On our condensed consolidated balance sheets, we recognize individual forward contracts and 
options with the same counterparty on a net asset/liability basis if we have a master netting agreement with the counterparty. Under these master 
netting agreements, we are able to settle derivative instrument assets and liabilities with the same counterparty in a single transaction, instead of 
settling each derivative instrument separately. We have master netting agreements with all of our counterparties. The fair value of derivative 
instruments on a gross basis is as follows (in millions):  
   

The table below presents the effects of our master netting agreements on our condensed consolidated balance sheets (in millions):  
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Derivative Instrument  
   Location on  

Statement of Earnings  
   

Three Months Ended  
June 30,     

Six Months Ended  
June 30,   

      2015     2014     2015      2014   
Foreign exchange forward contracts     Other expense    $ (1.6 )    $ (1.9 )    $ 13.6       $ (4.3 )  

     June 30, 2015       December 31, 2014    

     

Balance  
Sheet  

Location     
Fair  

Value      

Balance  
Sheet  

Location     
Fair  

Value   
Asset Derivatives              

Foreign exchange forward contracts     Other current assets    $ 110.7       Other current assets    $ 98.7    
Foreign exchange forward contracts     Other assets      37.4       Other assets      53.1    
Interest rate swaps     Other assets      23.2       Other assets      24.0    

                            

Total asset derivatives        $ 171.3          $ 175.8    
                            

Liability Derivatives              
Foreign exchange forward contracts     Other current liabilities    $ 7.2       Other current liabilities    $ 16.4    
Forward starting interest rate swaps     Other current liabilities      —         Other current liabilities      59.3    
Foreign exchange forward contracts     Other long-term liabilities      5.3       Other long-term liabilities      11.6    

                            

Total liability derivatives        $ 12.5          $ 87.3    
                            

     

Location  

   As of June 30, 2015      As of December 31, 2014   

Description        
Gross  

Amount      Offset      

Net Amount 
 

in Balance  
Sheet      

Gross  
Amount      Offset      

Net Amount 
 

in Balance  
Sheet   

Asset Derivatives                       
Cash flow hedges     Other current assets    $ 110.7         7.2       $ 103.5       $ 98.7       $ 15.9       $ 82.8    
Cash flow hedges     Other assets      37.4         5.3         32.1         53.1         10.4         42.7    

Liability Derivatives                       
Cash flow hedges     Other current liabilities      7.2         7.2         —           16.4         15.9         0.5    
Cash flow hedges     Other long-term liabilities      5.3         5.3         —           11.6         10.4         1.2    
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12. Income Taxes  

We operate on a global basis and are subject to numerous and complex tax laws and regulations. Our income tax filings are regularly under 
audit in multiple federal, state and foreign jurisdictions. Income tax audits may require an extended period of time to reach resolution and may 
result in significant income tax adjustments when interpretation of tax laws or allocation of company profits is disputed. The net amount of tax 
liability for unrecognized tax benefits may change within the next twelve months due to changes in audit status, expiration of statutes of 
limitations, settlements of tax assessments and other events which could impact our determination of unrecognized tax benefits. Currently, we 
cannot reasonably estimate the amount by which our unrecognized tax benefits will change.  

During the second quarter of 2014, the Internal Revenue Service (“IRS”) began the audit of our U.S. federal returns for the years 2010 
through 2012. During the second quarter of 2011, the IRS concluded its examination of our U.S. federal returns for years 2005 through 2007, 
and during the fourth quarter of 2013, the IRS concluded its examination of our U.S. federal returns for years 2008 through 2009. For years 2006 
through 2009, the IRS has proposed adjustments reallocating profits between certain of our U.S. and foreign subsidiaries. During the second 
quarter of 2014, the IRS issued a corrected Revenue Agent Report for years 2008 through 2009, assessing a penalty with respect to a 2008 
uncertain tax position. We have disputed these proposed adjustments and continue to pursue resolution with the IRS. During the second quarter 
of 2014, the IRS issued a statutory notice of deficiency for the years 2005 through 2007. We are contesting this deficiency notice and we filed a 
petition with the U.S. Tax Court during the third quarter of 2014. Although the ultimate timing for resolution of the disputed tax issues is 
uncertain, we may resolve certain tax matters with the IRS within the next twelve months and pay amounts for other unresolved tax matters in 
order to limit the potential impact of IRS interest charges. Final resolution of these matters could have a material impact on our income tax 
expense, results of operations and cash flows for future periods.  

13. Retirement Benefit Plans  

We have defined benefit pension plans covering certain U.S. and Puerto Rico employees. The employees who are not participating in the 
defined benefit plans receive additional benefits under our defined contribution plans. Plan benefits are primarily based on years of credited 
service and the participant’s compensation. In addition to the U.S. and Puerto Rico defined benefit pension plans, we sponsor various foreign 
pension arrangements, including retirement and termination benefit plans required by local law or coordinated with government sponsored plans. 

The components of net periodic pension expense for our U.S. and foreign defined benefit pension plans are as follows (in millions):  
   

We expect that we will have minimal legally required funding obligations in 2015 for our U.S. and Puerto Rico defined benefit pension 
plans, and therefore we have not made, nor do we voluntarily expect to make, any material contributions to these plans during 2015. We 
contributed $7.3 million to our foreign-based defined benefit pension plans in the six month period ended June 30, 2015, and we expect to 
contribute $7.3 million to these foreign-based plans during the remainder of 2015.  
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Three Months Ended  

June 30,      
Six Months Ended  

June 30,   
     2015      2014      2015      2014   
Service cost     $ 7.6       $ 6.0       $ 15.2       $ 12.7    
Interest cost       5.6         5.9         11.1         12.3    
Expected return on plan assets       (10.9 )       (9.9 )       (21.8 )       (20.3 )  
Amortization of prior service cost       (1.2 )       (0.9 )       (2.3 )       (1.9 )  
Amortization of unrecognized actuarial loss       4.2         2.8         8.5         5.7    

                                            

Net periodic pension expense     $ 5.3       $ 3.9       $ 10.7       $ 8.5    
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14. Earnings Per Share  

The following is a reconciliation of weighted average shares for the basic and diluted shares computations (in millions):  
   

Since we incurred a net loss in the three month period ended June 30, 2015, no dilutive stock options or other equity awards were included 
as diluted shares. During the three month period ended June 30, 2014 and the six month periods ended June 30, 2015 and 2014, all outstanding 
options to purchase shares of common stock were included in the computation of diluted earnings per share because the exercise prices of all 
options were less than the average market price of our common stock.  

15. Segment Information  

We design, develop, manufacture and market orthopaedic reconstructive products; sports medicine, biologics, extremities and trauma 
products; spine, bone healing, craniomaxillofacial and thoracic products, dental implants; and related surgical products. We also provide other 
healthcare-related services. We manage operations through three major geographic segments—the Americas, which is comprised principally of 
the U.S. and includes other North, Central and South American markets; EMEA, which is comprised principally of Europe and includes the 
Middle East and African markets; and Asia Pacific, which is comprised primarily of Japan and includes other Asian and Pacific markets. This 
structure is the basis for our reportable segment information discussed below. Management evaluates reportable segment performance based 
upon segment operating profit exclusive of operating expenses pertaining to inventory step-up and certain other inventory and manufacturing 
related charges, “Certain claims,” goodwill impairment, intangible asset amortization, “Special items,” and global operations and corporate 
functions. Global operations and corporate functions include research, development engineering, medical education, brand management, 
corporate legal, finance and human resource functions, U.S., Puerto Rico and Ireland-based manufacturing operations and logistics and share-
based payment expense. Due to the short period of time that Biomet’s results were included in our consolidated results for the three and six 
month periods ended June 30, 2015, the operating results of Biomet were included as part of global operations and corporate functions and not as 
part of management’s reportable segment results. We anticipate that in future quarters, Biomet’s results will be combined with Zimmer’s results 
in our reportable segment reporting. Intercompany transactions have been eliminated from segment operating profit.  
   

24  

     
Three Months Ended  

June 30,      
Six Months Ended  

June 30,   
     2015      2014      2015      2014   
Weighted average shares outstanding for basic net earnings per share       173.0         168.4         171.5         168.7    
Effect of dilutive stock options and other equity awards       —           2.6         2.7         2.7    

                                            

Weighted average shares outstanding for diluted net earnings per share       173.0         171.0         174.2         171.4    
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Net sales and segment operating profit are as follows (in millions):  
   

   

Starting in 2015, we have removed intangible asset amortization from our reportable segment operating profit. In prior years, intangible 
asset amortization resulting from business combination accounting was presented in global operations and corporate functions while intangible 
asset amortization resulting from other intangible assets was reported in the reportable segment operating profit. The 2014 presentation has been 
reclassified to conform to the 2015 presentation.  

Due to the change in our interim quarter-end closing convention for the majority of our international subsidiaries, net sales for our EMEA 
and Asia Pacific operating segments in the three and six month periods ended June 30, 2015 include sales through June 30, 2015, whereas in the 
three and six month periods ended June 30, 2014, net sales for those operating segments included sales through June 25, 2014. We have not 
restated the presentation of the 2014 financial statements to conform to this change of closing convention because the impact of the change is not 
material to our consolidated results of operations or to the comparisons between the 2015 and 2014 periods.  
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     Net Sales      Operating Profit   

     
Three Months Ended  

June 30,      
Three Months Ended  

June 30,   
     2015      2014      2015      2014   
Zimmer              

Americas     $ 638.1       $ 639.7       $ 324.3       $ 317.7    
EMEA       277.0         334.7         101.2         110.4    
Asia Pacific       192.6         208.5         96.8         90.0    

Biomet       59.9         —           —           —      
                            

Zimmer Biomet     $ 1,167.6       $ 1,182.9          
                            

Inventory step-up and certain other inventory and manufacturing related charges          (14.7 )       (13.5 )  
Certain claims          (7.7 )       (21.8 )  
Special items          (469.4 )       (62.3 )  
Global operations, corporate functions and Biomet          (160.0 )       (159.6 )  

                            

Operating profit        $ (129.5 )     $ 260.9    
                            

     Net Sales      Operating Profit   

     
Six Months Ended  

June 30,      
Six Months Ended  

June 30,   
     2015      2014      2015      2014   
Zimmer              

Americas     $ 1,283.3       $ 1,278.4       $ 644.6       $ 629.8    
EMEA       575.9         661.6         211.6         220.3    
Asia Pacific       382.9         404.4         192.8         181.6    

Biomet       59.9         —            
                            

Zimmer Biomet     $ 2,302.0       $ 2,344.4          
                            

Inventory step-up and certain other inventory and manufacturing related charges          (18.6 )       (25.2 )  
Certain claims          (7.7 )       (21.8 )  
Special items          (556.4 )       (98.9 )  
Global operations, corporate functions and Biomet          (320.9 )       (324.8 )  

                            

Operating profit        $ 145.4       $ 561.0    
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Net sales by product category are as follows (in millions):  
   

16. Commitments and Contingencies  

On a quarterly and annual basis, we review relevant information with respect to loss contingencies and update our accruals, disclosures and 
estimates of reasonably possible losses or ranges of loss based on such reviews. We establish liabilities for loss contingencies when it is probable 
that a loss has been incurred and the amount of the loss can be reasonably estimated. For matters where a loss is believed to be reasonably 
possible, but not probable, no accrual has been made.  

Litigation  

Durom ® Cup-related claims: On July 22, 2008, we temporarily suspended marketing and distribution of the Durom Acetabular Component 
(“ Durom Cup”) in the U.S. Subsequently, a number of product liability lawsuits were filed against us in various U.S. and foreign jurisdictions. 
The plaintiffs seek damages for personal injury, and they generally allege that the Durom Cup contains defects that result in complications and 
premature revision of the device. We have settled some of these claims and others are still pending. The majority of the pending U.S. lawsuits 
are currently in a federal Multidistrict Litigation (MDL) in the District of New Jersey ( In Re: Zimmer Durom Hip Cup Products Liability 
Litigation ). Multi-plaintiff state court cases are pending in St. Clair County, Illinois ( Santas, et al. v. Zimmer, Inc., et al. ) and Los Angeles 
County, California ( McAllister, et al. v. Zimmer, Inc., et al. ). As of June 30, 2015, case specific discovery in these lawsuits was ongoing. The 
initial trial in Santas took place in November 2014, the initial trial in the MDL took place in May 2015 and the initial trial in McAllister took 
place in July 2015. Other lawsuits are pending in various jurisdictions, and additional claims may be asserted in the future.  

Since 2008, we have recognized expense of $479.4 million for Durom Cup-related claims, including $7.7 million during the three and six 
month periods ended June 30, 2015 that is reported on the “Certain claims” line of our condensed consolidated statement of earnings. With 
respect to the same prior year periods, we recognized $21.8 million in expense for Durom Cup-related claims.  

We maintain insurance for product liability claims, subject to self-insurance retention requirements. As of June 30, 2015, we have 
exhausted our self-insured retention under our insurance program and have a claim for insurance proceeds for ultimate losses which exceed the 
self-insured retention amount, subject to a 20 percent co-payment requirement and a cap. We believe our contracts with the insurance carriers are 
enforceable for these  
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Three Months Ended  

June 30,      
Six Months Ended  

June 30,   
     2015      2014      2015      2014   
Zimmer              

Reconstructive              
Knees     $ 475.8       $ 497.9       $ 963.1       $ 985.8    
Hips       307.4         341.0         619.6         672.7    
Extremities       48.5         51.5         100.7         103.6    

                                            

     831.7         890.4         1,683.4         1,762.1    
Dental       56.8         61.1         112.6         122.1    
Trauma       72.6         78.8         152.0         158.5    
Spine       52.2         52.2         101.7         100.5    
Surgical and other       94.4         100.4         192.4         201.2    

                                            

Total Zimmer       1,107.7         1,182.9         2,242.1         2,344.4    
Biomet       59.9         —           59.9         —      

                                            

Zimmer Biomet     $ 1,167.6       $ 1,182.9       $ 2,302.0       $ 2,344.4    
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claims and, therefore, it is probable that we will recover some amount from our insurance carriers. We have received a portion of the insurance 
proceeds we estimate we will recover. We have a $67.5 million receivable in “Accounts receivable” and a $95.3 million receivable in “Other 
assets” remaining on our condensed consolidated balance sheet as of June 30, 2015 for estimated insurance recoveries for Durom Cup-related 
claims. As is customary in this process, our insurance carriers have reserved all rights under their respective policies and could still ultimately 
deny coverage for some or all of our insurance claims.  

Our estimate as of June 30, 2015 of the remaining liability for all Durom Cup-related claims is $333.1 million, of which $50.0 million is 
classified as short-term in “Other current liabilities” and $283.1 million is classified as long-term in “Other long-term liabilities” on our 
condensed consolidated balance sheet. We expect to pay the majority of the Durom Cup-related claims within the next few years.  

Our understanding of clinical outcomes with the Durom Cup and other large diameter hip cups continues to evolve. We rely on significant 
estimates in determining the provisions for Durom Cup-related claims, including our estimate of the number of claims that we will receive and 
the average amount we will pay per claim. The actual number of claims and the actual amount we pay per claim may differ from our estimates. 
Among other factors, since our understanding of the clinical outcomes is still evolving, we cannot reasonably estimate the possible loss or range 
of loss that may result from Durom Cup-related claims in excess of the losses we have accrued.  

Margo and Daniel Polett v. Zimmer, Inc. et al. : On August 20, 2008, Margo and Daniel Polett filed an action against us and an unrelated 
third party, Public Communications, Inc. (“PCI”), in the Court of Common Pleas, Philadelphia, Pennsylvania seeking an unspecified amount of 
damages for injuries and loss of consortium allegedly suffered by Mrs. Polett and her spouse, respectively. The complaint alleged that defendants 
were negligent in connection with Mrs. Polett’s participation in a promotional video featuring one of our knee products. The case was tried in 
November 2010 and the jury returned a verdict in favor of plaintiffs. The jury awarded $27.6 million in compensatory damages and apportioned 
fault 30 percent to plaintiffs, 34 percent to us and 36 percent to PCI. Under applicable law, we may be liable for any portion of the damages 
apportioned to PCI that it does not pay. On December 2, 2010, we and PCI filed a motion for post-trial relief seeking a judgment 
notwithstanding the verdict, a new trial or a remittitur. On June 10, 2011, the trial court entered an order denying our motion for post-trial relief 
and affirming the jury verdict in full and entered judgment for $20.3 million against us and PCI. On June 29, 2011, we filed a notice of appeal to 
the Superior Court of Pennsylvania and posted a bond for the verdict amount plus interest. Oral argument before the appellate court in 
Philadelphia, Pennsylvania was held on March 13, 2012. On March 1, 2013, the Superior Court of Pennsylvania vacated the $27.6 million 
judgment and remanded the case for a new trial. On March 15, 2013, plaintiffs filed a motion for re-argument en banc, and on March 28, 2013, 
we filed our response in opposition. On May 9, 2013, the Superior Court of Pennsylvania granted plaintiffs’ motion for re-argument en banc. 
Oral argument (re-argument en banc) before the Superior Court of Pennsylvania was held on October 16, 2013. On December 20, 2013, the 
Court issued its opinion again vacating the trial court judgment and remanding the case for a new trial. On January 21, 2014, plaintiffs filed a 
petition for allowance of appeal in the Supreme Court of Pennsylvania, which was granted on May 21, 2014. Oral argument before the Supreme 
Court of Pennsylvania took place on October 8, 2014. Although we are defending this lawsuit vigorously, its ultimate resolution is uncertain.  

NexGen ® Knee System claims: Following a wide-spread advertising campaign conducted by certain law firms beginning in 2010, a 
number of product liability lawsuits have been filed against us in various jurisdictions. The plaintiffs seek damages for personal injury, alleging 
that certain products within the NexGen Knee System suffer from defects that cause them to loosen prematurely. The majority of the cases are 
currently pending in a federal MDL in the Northern District of Illinois ( In Re: Zimmer NexGen Knee Implant Products Liability Litigation ). 
Other cases are pending in other state and federal courts, and additional lawsuits may be filed. As of June 30, 2015, discovery in these lawsuits 
was ongoing. The first bellwether trial is expected to commence in the third quarter of 2015. We have not accrued an estimated loss relating to 
these lawsuits because we believe the plaintiffs’ allegations are not consistent with the record of clinical success for these products. As a result, 
we do  
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not believe that it is probable that we have incurred a liability, and we cannot reasonably estimate any loss that might eventually be incurred. 
Although we are vigorously defending these lawsuits, their ultimate resolution is uncertain.  

Biomet metal-on-metal hip implant claims: Biomet is a defendant in a number of product liability lawsuits relating to metal-on-metal hip 
implants. The majority of these cases involve the M2a-Magnum hip system. The majority of the cases are currently consolidated in one federal 
MDL proceeding in the U.S. District Court for the Northern District of Indiana (In Re: Biomet M2a Magnum Hip Implant Product Liability 
Litigation) . Other cases are pending in various state and foreign courts.  

On February 3, 2014, Biomet announced that the settlement of the MDL. Lawsuits filed in the MDL by April 15, 2014 may participate in 
the settlement. Biomet continues to evaluate the inventory of lawsuits in the MDL pursuant to the categories and procedures set forth in the 
settlement agreement. The final amount of payments under the settlement is uncertain. The settlement does not affect certain other claims 
relating to Biomet’s metal-on-metal hip products that are pending in various state and foreign courts, or other claims that may be filed in the 
future. Our estimate as of June 30, 2015 of the remaining liability for all Biomet metal-on -metal hip implant claims is $55.8 million, which is 
classified as short-term in “Other current liabilities” on our condensed consolidated balance sheet.  

Biomet has exhausted the self-insured retention in its insurance program and is pursuing insurance claims for reimbursement for the 
amount in excess of the self-insured retention. Biomet’s insurance carriers have been placed on notice of the claims associated with metal-on-
metal hip products that are subject to the settlement and the terms of the settlement. As is customary in these situations, certain of Biomet’s 
insurance carriers have reserved all rights under their respective policies. Biomet continues to believe its contracts with the insurance carriers are 
enforceable for these claims and the settlement agreement and continues to cooperate with its insurers’ requests in order to secure coverage for 
these claims. We will be responsible for any amounts that Biomet’s insurance carriers do not cover or for the amount by which ultimate losses 
exceed the amount of Biomet’s third-party insurance coverage. As of June 30, 2015, Biomet had received a portion of the insurance proceeds it 
estimates it will recover.  

Heraeus trade secret misappropriation lawsuits: In December 2008, Heraeus Kulzer GmbH (together with its affiliates, “Heraeus”) initiated 
legal proceedings in Germany against Biomet, Biomet Europe BV and certain other subsidiaries of Biomet, Inc., alleging that Biomet, Inc. and 
Biomet Europe BV misappropriated Heraeus trade secrets when developing Biomet Europe’s Refobacin and Biomet Bone Cement line of 
cements, which are referred to as European Cements. The lawsuit sought to preclude the defendants from producing, marketing and offering for 
sale their current line of European Cements and to compensate Heraeus for any damages incurred (alleged to be in excess of €30.0 million). On 
December 20, 2012, the trial court dismissed Biomet, Inc., Biomet Europe BV, Biomet Deutschland GmbH and other defendants from the 
lawsuit. Biomet Orthopaedics Switzerland GmbH was the only Biomet entity remaining as a defendant.  

Following an appeal by Heraeus, on June 5, 2014, the German appeals court (i) enjoined Biomet, Inc., Biomet Europe BV and Biomet 
Deutschland GmbH from manufacturing, selling or offering the European Cements to the extent they contain certain raw materials in particular 
specifications; (ii) held the defendants jointly and severally liable to Heraeus for any damages from the sale of European Cements since 2005; 
and (iii) ruled that no further review may be sought. Damages have not been determined. The judgment is not final and the defendants are 
seeking review (including review of the appeals court ruling that no further review may be sought) from Germany’s Supreme Court. No 
prediction can be made as to the likelihood of review being granted by Germany’s Supreme Court.  

During the pendency of a stay based on a bank guaranty the defendants issued in favor of Heraeus, the defendants were entitled to continue 
the manufacture, marketing, sale and offering of European Cements in their current composition. Heraeus subsequently offered counter security 
and executed the judgment effective as of  
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August 22, 2014. As a result, Biomet Europe BV and Biomet Deutschland GmbH are enjoined from the manufacture, marketing, sale and 
offering of European Cements in Germany. While Heraeus has indicated that it intends to take the position that the judgment would prohibit the 
manufacture, marketing, sale and offering of European Cements outside of Germany as well and is attempting to enforce the judgment in the 
Netherlands, Biomet, Inc., Biomet Europe BV and Biomet Deutschland GmbH are vigorously contesting the attempt to enforce the judgment in 
the Netherlands and will vigorously contest any other attempts to extend the effect of the judgment beyond Germany. Biomet, Inc., Biomet 
Europe BV and Biomet Deutschland GmbH thus filed a declaratory action in Germany on August 3, 2014 to have the court determine the reach 
of the appeals court decision. On September 11, 2014, Heraeus filed a motion with the competent court in Germany to have a penalty imposed 
on Biomet Deutschland GmbH and Biomet Europe BV based on alleged inadequacies in providing sales documentation and continued sales of 
the European Cements outside of Germany. In addition, Heraeus initiated preliminary injunction proceedings against Biomet Europe BV in the 
Netherlands and asked the Dutch court to enforce the German judgment in the Netherlands by imposing additional fines on Biomet Europe BV 
for the continued sales in the Netherlands. On February 11, 2015, the trial court in Rotterdam rejected Heraeus’ demand to enforce the German 
judgment in the Netherlands for lack of jurisdiction. Heraeus has appealed this decision.  

In February 2015, Heraeus also served Biomet, Inc. and Biomet Deutschland GmbH with a new lawsuit, filed in Germany and alleging that 
Biomet used Heraeus trade secrets that the German appeals court found in June 2014 had been misappropriated by Biomet in the development 
and production of Biomet’s line of Cobalt cements. On September 8, 2014, Heraeus filed a complaint against a Biomet supplier, Esschem, Inc. 
(“Esschem”), in the United States District Court for the Eastern District of Pennsylvania. The lawsuit contains allegations that focus on two 
copolymer compounds that Esschem sells to Biomet, which Biomet incorporates into certain bone cement products that compete with Heraeus’ 
bone cement products. The complaint alleges that Biomet helped Esschem to develop these copolymers, using Heraeus trade secrets that Biomet 
allegedly misappropriated. The complaint asserts a claim under the Pennsylvania Trade Secrets Act, as well as other various common law tort 
claims, all based upon the same trade secret misappropriation theory. Heraeus is seeking to enjoin Esschem from supplying the copolymers to 
any third party and actual damages in an unspecified amount. The complaint also seeks punitive damages, costs and attorneys’ fees. If Esschem 
is enjoined, Biomet may not be able to obtain the copolymers from another supplier and as a result may not be able to continue to manufacture 
the subject bone cement products. Although Heraeus has not named Biomet as a party to this lawsuit, Biomet has agreed, at Esschem’s request 
and subject to certain limitations, to indemnify Esschem for any liability, damages and legal costs related to this matter. On November 3, 2014, 
the court entered an order denying Heraeus’ motion for a temporary restraining order.  

In February 2015, Heraeus initiated additional proceedings against Biomet Deutschland GmbH in Germany asking for a court order 
primarily intended to stop Biomet Deutschland GmbH from marketing the Hi-Fatigue line of bone cements for a period of two years. Heraeus 
argues that Biomet Deutschland GmbH must refrain from using customer relationships which they allege were built on the distribution of the 
European Cements and thus on the alleged misappropriation of Heraeus’ trade secrets.  

No assurance can be made as to the time or resources that will be needed to devote to this litigation or its final outcome.  

Stryker patent infringement lawsuit: On December 10, 2010, Stryker Corporation and related entities (“Stryker”) filed suit against us in the 
U.S. District Court for the Western District of Michigan, alleging that certain of our Pulsavac Plus Wound Debridement Products infringe three 
U.S. patents assigned to Stryker. The case was tried beginning on January 15, 2013, and on February 5, 2013, the jury found that we infringed 
certain claims of the subject patents. The jury awarded $70.0 million in monetary damages for lost profits. The jury also found that we willfully 
infringed the subject patents. We filed multiple post-trial motions, including a motion seeking a new trial. On August 7, 2013, the trial court 
issued a ruling denying all of our motions and awarded treble damages and attorneys’ fees to Stryker. We filed a notice of appeal to the Court of 
Appeals for the Federal Circuit to seek reversal of both the jury’s verdict and the trial court’s rulings on our post-trial motions. Oral  
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argument before the Court of Appeals for the Federal Circuit took place on September 8, 2014. On December 19, 2014, the Federal Circuit 
issued a decision affirming the $70.0 million lost profits award but reversed the willfulness finding, vacating the treble damages award and 
vacating and remanding the attorneys’ fees award. We accrued an estimated loss of $70.0 million related to this matter in the three month period 
ended December 31, 2014. On January 20, 2015, Stryker filed a motion with the Federal Circuit for a rehearing en banc. On March 23, 2015, the 
Federal Circuit denied Stryker’s petition. Stryker subsequently filed a petition for certiorari to the U.S. Supreme Court. In July 2015, we paid the 
final award of $90.3 million, which includes the original $70 million plus pre- and post-judgment interest and damages for sales that occurred 
post-trial but prior to our entry into a license agreement with Stryker. That payment closes this matter, except for the pending U.S. Supreme 
Court petition for certiorari and the remand for attorneys’ fees.  

Bonutti patent infringement lawsuits: On May 3, 2013, Bonutti Skeletal Innovations LLC (“Bonutti Skeletal”), a company formed to hold 
certain patents acquired from Dr. Peter M. Bonutti and an affiliate of patent licensing firm Acacia Research Group LLC (“Acacia”), filed suit 
against Biomet in the U.S. District Court for the Eastern District of Texas, alleging a failure to pay royalties due under a license agreement with 
Dr. Bonutti, misuse of confidential information and infringement of 15 U.S. patents. Prior to the filing of this lawsuit, on March 8, 2013, Biomet 
had filed a complaint for declaratory judgment with the U.S. District Court for the Northern District of Indiana seeking a judgment of non-
infringement and invalidity of the patents at issue, and Acacia entered counterclaims of infringement seeking damages in an amount yet to be 
determined and injunctive relief. On September 17, 2013, the May 3, 2013 case filed in the Eastern District of Texas was dismissed. On 
March 31, 2014, Biomet entered into a settlement and license agreement with Bonutti Skeletal settling all claims related to five of the patents at 
issue for a one-time payment, and on June 25, 2014, the U.S. District Court for the Northern District of Indiana issued an order dismissing the 
claims related to those patents with prejudice. The litigation will proceed with respect to the remaining patents at issue.  

On September 10, 2012, Bonutti Skeletal filed suit against Zimmer in the U.S. District Court for the District of Delaware, alleging 
infringement of three U.S. patents. An amended complaint was filed on January 15, 2013, alleging infringement of three additional patents. 
Zimmer requested an Inter Partes Review (“IPR”) of three of the patents at issue. IPRs were granted for two of the patents. Zimmer moved for a 
stay of the case during the pendency of the IPRs, and on April 7, 2014, the court granted the stay. In May 2015, the U.S. Patent and Trademark 
Office issued its decision in the IPRs, invalidating all of the challenged patent claims in both patents. Bonutti Skeletal decided not to appeal that 
decision. On June 30, 2015, the court lifted the stay and the litigation will proceed with respect to the remaining patents at issue.  

As of June 30, 2015, we had accrued an estimated loss of $4.0 million related to the Bonutti patent infringement lawsuits. Although we are 
defending these lawsuits vigorously, we can make no assurances as to their final outcome.  

Regulatory Matters, Government Investigations and Other Matters  

In September 2012, Zimmer received a warning letter from the U.S. Food and Drug Administration (“FDA”) citing concerns relating to 
certain manufacturing and validation processes pertaining to Trilogy ® Acetabular System products manufactured at our Ponce, Puerto Rico 
manufacturing facility. In June 2015, Biomet received a warning letter from the FDA that requested additional information to allow the FDA to 
evaluate the adequacy of Biomet’s responses to certain Form 483 observations issued following an inspection of Biomet’s Zhejiang, China 
manufacturing facility in January 2015. We have provided detailed responses to the FDA as to our corrective actions and will continue to work 
expeditiously to address the issues identified by the FDA during inspections in Ponce and Zhejiang. As of June 30, 2015, these warning letters 
remained pending. Until the violations are corrected, we may be subject to additional regulatory action by the FDA, including seizure, injunction 
and/or civil monetary penalties. Additionally, requests for Certificates to Foreign Governments related to products manufactured at the Ponce 
facility may not be granted and premarket approval applications for Class III devices to which the quality system regulation deviations at that 
facility are reasonably  
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related will not be approved until the violations have been corrected. In addition to responding to the warning letters described above, we are in 
the process of addressing various FDA Form 483 inspectional observations at certain of our manufacturing facilities. The ultimate outcome of 
these matters is presently uncertain.  

On March 26, 2012, Biomet entered into a Deferred Prosecution Agreement (“DPA”) with the U.S. Department of Justice, Criminal 
Division, Fraud Section (“DOJ”) and a Consent to Final Judgment (“Consent”) with the U.S. Securities and Exchange Commission (“SEC”) 
related to an investigation by the DOJ and the SEC into possible violations of the Foreign Corrupt Practices Act (“FCPA”) in the marketing and 
sale of medical devices in certain foreign countries. Pursuant to the DPA, the DOJ agreed to defer prosecution of Biomet in connection with 
those matters, provided that Biomet satisfies its obligations under the DPA over the term of the DPA. The DPA had a three-year term and 
provided that it could be extended in the sole discretion of the DOJ for an additional year. Pursuant to the Consent, Biomet consented to the 
entry of a Final Judgment which, among other things, permanently enjoined Biomet from violating the provisions of the FCPA. In addition, 
pursuant to the terms of the DPA, an independent external compliance monitor was appointed to review Biomet’s compliance with the DPA, 
particularly in relation to Biomet’s international sales practices. The Consent that Biomet entered into with the SEC mirrors the DPA’s 
provisions with respect to the compliance monitor.  

In October 2013, Biomet became aware of certain alleged improprieties regarding its operations in Brazil and Mexico, including alleged 
improprieties that predated the entry of the DPA. Biomet retained counsel and other experts to investigate both matters. Based on the results of 
the ongoing investigations, Biomet has terminated, suspended or otherwise disciplined certain of the employees and executives involved in these 
matters, and has taken certain other remedial measures. Additionally, pursuant to the terms of the DPA, in April 2014 and thereafter, Biomet 
disclosed these matters to and discussed these matters with the independent compliance monitor and the DOJ and SEC. On July 2, 2014 and 
July 13, 2015, the SEC issued subpoenas to Biomet requiring that Biomet produce certain documents relating to such matters. These matters 
remain under investigation by the DOJ.  

On March 13, 2015, the DOJ informed Biomet that the DPA and the independent compliance monitor’s appointment have been extended 
for an additional year. On April 2, 2015, at the request of the staff of the SEC, Biomet consented to an amendment to the Final Judgment to 
extend the term of the compliance monitor’s appointment for one year from the date of entry of the Amended Final Judgment.  

Pursuant to the DPA, the DOJ has sole discretion to determine whether conduct by Biomet constitutes a violation or breach of the DPA. 
The DOJ has informed Biomet that it retains its rights under the DPA to bring further action against Biomet relating to the conduct in Brazil and 
Mexico referenced above or the violations set forth in the DPA. The DOJ could, among other things, revoke the DPA or prosecute Biomet and/or 
the involved employees and executives. Biomet continues to cooperate with the SEC and DOJ and expects that discussions with the SEC and the 
DOJ will continue. While we are devoting significant time and resources to these matters, we can give no assurances as to their final outcome.  

In June 2013, Biomet received a subpoena from the U.S. Attorney’s Office for the District of New Jersey requesting various documents 
relating to the fitting of custom-fabricated or custom-fitted orthoses, or bracing, to patients in New Jersey, Texas and Washington. Biomet has 
produced responsive documents and is fully cooperating with the request of the U.S. Attorney’s Office. We may need to devote significant time 
and resources to this inquiry and can give no assurances as to its final outcome.  

In July 2011, Biomet received an administrative subpoena from the Office of Foreign Assets Control of the U.S. Department of the 
Treasury (“OFAC”) requesting documents concerning the export of products to Iran. OFAC informed Biomet that the subpoena related to 
allegations that Biomet may have been involved in unauthorized sales of dental products to Iran. Biomet is fully cooperating in the investigation 
and submitted its response to the subpoena in October 2011. We may need to devote significant time and resources to this inquiry and can give 
no assurances as to its final outcome.  
   

31  



Table of Contents  

In February 2010, Biomet received a subpoena from the Office of the Inspector General of the U.S. Department of Health and Human 
Services (“OIG-HHS”) requesting various documents relating to agreements or arrangements between physicians and Biomet’s Interpore Cross 
subsidiary for the period from 1999 through the date of the subpoena and the marketing and sales activities associated with Interpore Cross’ 
spinal products. We may need to devote significant time and resources to this inquiry and can give no assurances as to its final outcome.  

In April 2009, Biomet became aware of a qui tam complaint alleging violations of the federal and various state false claims acts filed in the 
U.S. District Court for the District of Massachusetts, where it is currently pending (United States ex rel. Bierman v. Orthofix International N.V., 
et al.) . Biomet and several of its competitors in the non-invasive bone growth stimulation market were named as defendants in this action. The 
U.S. government has not intervened in the action. We are vigorously defending this matter and intend to continue to do so. We can make no 
assurances as to the time or resources that will be needed to respond to this matter or its final outcome.  
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The following discussion and analysis should be read in conjunction with the condensed consolidated financial statements and 
corresponding notes included elsewhere in this Form 10-Q. Certain percentages presented in this discussion and analysis are calculated from the 
underlying whole-dollar amounts and, therefore, may not recalculate from the rounded numbers used for disclosure purposes. In addition, certain 
amounts in the 2014 condensed consolidated financial statements have been reclassified to conform to the 2015 presentation.  

On June 24, 2015, we completed our merger with Biomet and its results of operations have been included in our results subsequent to that 
date. We refer to the six days from the Closing Date through June 30, 2015 during which Biomet’s results were included in our results, as the 
“Inclusion Period”. The Biomet merger is expected to be a transformational event for us and will have significant effects on all aspects of our 
business. Since the Inclusion Period is only six days, the impact of Biomet’s results on our consolidated results for the three and six month 
periods ended June 30, 2015 was not as significant as it will be in future periods. Accordingly, this management’s discussion and analysis of our 
historical results of operations is not indicative of the results of operations for future periods on a combined company basis.  

Executive Level Overview  

Results for the Three and Six Month Periods ended June 30, 2015  

Our sales for the three and six month periods ended June 30, 2015 decreased primarily due to the negative effects of changes in foreign 
currency exchange rates. However, this was slightly offset by the inclusion of Biomet sales during the Inclusion Period. We also continued to 
experience pricing pressure in all our operating segments, which was offset by positive volume/mix from recent product introductions.  

Our net earnings in the three and six month periods ended June 30, 2015 decreased compared to the same prior year periods. The primary 
driver of the lower net earnings was expense incurred in connection with the Biomet merger. As a result of the merger, we recognized significant 
expenses due to the acceleration of unvested LVB stock options and LVB stock-based awards, retention bonuses paid to Biomet employees and 
third-party sales agents who remained with Biomet through the Closing Date, severance expense, a loss related to a call premium on Biomet debt 
we redeemed, third party fees, and other acquisition and integration charges. Interest expense also increased due to financing-related costs for the 
merger.  

2015 Outlook  

The Biomet merger will have a significant effect on our operating results for the remainder of the year. Our net sales and related expenses 
will increase significantly as we include the results of Biomet for the remainder of 2015. Additionally, we plan to continue our integration plans 
to drive operating synergies which will result in significant “Special items” expense throughout the remainder of 2015. We will also recognize 
significant expenses in cost of products sold related to stepping up the value of acquired Biomet inventory to fair value and increased intangible 
asset amortization from acquired assets.  

We expect that R&D spending as a percentage of sales may increase compared to prior years as we intend to invest in this area. Our 
selling, general and administrative (“SG&A”) expenses as a percentage of sales may also increase compared to prior years until we realize the 
full operating synergies of our combined business. Additionally, since many of our R&D and fixed SG&A expenses are denominated in 
U.S. Dollars, including our primary R&D centers as well as corporate and business unit headquarter expenses, such expenses may not decrease 
in similar proportion to net sales decreases expected from changes in foreign currency exchange rates.  
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Net Sales by Operating Segment  

The following table presents Zimmer net sales by operating segment, aggregate Biomet net sales in the Inclusion Period and the 
components of the percentage changes (dollars in millions):  
   

   

“Foreign Exchange,” as used in the tables in this report, represents the effect of changes in foreign currency exchange rates on sales.  
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Three Months Ended  

June 30,      %
(Dec)   

  
Volume/ 

 
Mix   

  
Price   

  Foreign  
Exchange        2015      2014            

Zimmer                 
Americas     $ 638.1       $ 639.7         (0.2 )%      2.8 %      (2.4 )%      (0.6 )%  
EMEA       277.0         334.7         (17.2 )      1.1        (1.3 )      (17.0 )  
Asia Pacific       192.6         208.5         (7.7 )      4.8        (2.0 )      (10.5 )  

                               

Total Zimmer       1,107.7         1,182.9         (6.4 )      2.7        (2.0 )      (7.1 )  
Biomet       59.9         —           —          —          —          —      

                               

Zimmer Biomet     $ 1,167.6       $ 1,182.9         (1.3 )      7.7        (2.0 )      (7.0 )  
                               

     
Six Months Ended  

June 30,      % Inc / 
(Dec)   

  Volume / 
Mix   

  
Price   

  Foreign  
Exchange        2015      2014            

Zimmer                 
Americas     $ 1,283.3       $ 1,278.4         0.4 %      3.4 %      (2.4 )%      (0.6 )%  
EMEA       575.9         661.6         (12.9 )      5.7        (1.5 )      (17.1 )  
Asia Pacific       382.9         404.4         (5.3 )      7.1        (2.3 )      (10.1 )  

                               

Total Zimmer       2,242.1         2,344.4         (4.4 )      4.7        (2.1 )      (7.0 )  
Biomet       59.9         —           —          —          —          —      

                               

Zimmer Biomet     $ 2,302.0       $ 2,344.4         (1.8 )      7.2        (2.1 )      (6.9 )  
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Net Sales by Product Category  

The following table presents Zimmer net sales by product category, aggregate Biomet net sales in the Inclusion Period and the components 
of the percentage changes (dollars in millions):  
   

   
35  

     
Three Months Ended  

June 30,      
% (Dec)   

  
Volume / 

 
Mix   

  
Price   

  Foreign  
Exchange        2015      2014            

Zimmer                 
Reconstructive                 

Knees     $ 475.8       $ 497.9         (4.4 )%      4.5 %      (2.2 )%      (6.7 )%  
Hips       307.4         341.0         (9.9 )      1.5        (2.8 )      (8.6 )  
Extremities       48.5         51.5         (5.9 )      0.9        (1.9 )      (4.9 )  

                               

     831.7         890.4         (6.6 )      3.1        (2.4 )      (7.3 )  
Dental       56.8         61.1         (6.8 )      1.2        (1.2 )      (6.8 )  
Trauma       72.6         78.8         (7.9 )      0.1        (0.8 )      (7.2 )  
Spine       52.2         52.2         (0.2 )      5.6        (0.9 )      (4.9 )  
Surgical and other       94.4         100.4         (6.1 )      (0.1 )      (0.5 )      (5.5 )  

                               

Total Zimmer       1,107.7         1,182.9         (6.4 )      2.7        (2.0 )      (7.1 )  
Biomet       59.9         —           —          —          —          —      

                               

Zimmer Biomet     $ 1,167.6       $ 1,182.9         (1.3 )      7.7        (2.0 )      (7.0 )  
                               

     
Six Months Ended  

June 30,      % Inc / 
(Dec)   

  
Volume / 

 
Mix   

  
Price   

  Foreign  
Exchange        2015      2014            

Zimmer                 
Reconstructive                 

Knees     $ 963.1       $ 985.8         (2.3 )%      6.8 %      (2.5 )%      (6.6 )%  
Hips       619.6         672.7         (7.9 )      3.4        (2.7 )      (8.6 )  
Extremities       100.7         103.6         (2.9 )      3.7        (1.8 )      (4.8 )  

                               

     1,683.4         1,762.1         (4.5 )      5.4        (2.6 )      (7.3 )  
Dental       112.6         122.1         (7.7 )      —          (1.3 )      (6.4 )  
Trauma       152.0         158.5         (4.1 )      3.7        (0.7 )      (7.1 )  
Spine       101.7         100.5         1.1        7.1        (1.1 )      (4.9 )  
Surgical and other       192.4         201.2         (4.4 )      1.6        (0.4 )      (5.6 )  

                               

Total Zimmer       2,242.1         2,344.4         (4.4 )      4.7        (2.1 )      (7.0 )  
Biomet       59.9         —           —          —          —          —      

                               

Zimmer Biomet     $ 2,302.0       $ 2,344.4         (1.8 )      7.2        (2.1 )      (6.9 )  
                               



Table of Contents  

The following table presents Zimmer net sales by product category by region and aggregate Biomet net sales in the Inclusion Period 
(dollars in millions):  
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     Three Months Ended June 30,     Six Months Ended June 30,   
     2015      2014      % Inc (Dec)     2015      2014      % Inc (Dec)   
Zimmer                   

Reconstructive                   
Knees                   

Americas     $ 289.8       $ 282.0         2.8 %    $ 585.0       $ 565.5         3.4 %  
EMEA       109.4         133.0         (17.8 )      230.1         264.1         (12.9 )  
Asia Pacific       76.6         82.9         (7.5 )      148.0         156.2         (5.3 )  

Hips                   
Americas       146.6         153.0         (4.2 )      291.8         303.4         (3.8 )  
EMEA       98.0         117.2         (16.3 )      201.7         232.7         (13.3 )  
Asia Pacific       62.8         70.8         (11.4 )      126.1         136.6         (7.7 )  

Extremities                   
Americas       35.3         37.8         (6.5 )      73.1         76.7         (4.6 )  
EMEA       9.5         10.5         (9.7 )      19.9         20.4         (2.8 )  
Asia Pacific       3.7         3.2         13.8        7.7         6.5         18.1    

                                                 

     831.7         890.4         (6.6 )      1,683.4         1,762.1         (4.5 )  

Dental                   
Americas       35.3         36.4         (2.7 )      70.6         71.4         (1.0 )  
EMEA       17.6         21.0         (16.3 )      35.3         41.2         (14.4 )  
Asia Pacific       3.9         3.7         6.5        6.7         9.5         (29.1 )  

Trauma                   
Americas       34.1         35.5         (4.1 )      72.2         73.1         (1.3 )  
EMEA       17.6         21.6         (18.5 )      36.4         42.2         (13.7 )  
Asia Pacific       20.9         21.7         (3.6 )      43.4         43.2         0.5    

Spine                   
Americas       33.6         31.9         5.3        65.6         62.0         5.8    
EMEA       11.1         14.4         (22.4 )      22.8         26.9         (15.0 )  
Asia Pacific       7.5         5.9         24.3        13.3         11.6         13.8    

Surgical and other                   
Americas       63.4         63.1         0.4        125.0         126.3         (1.0 )  
EMEA       13.8         17.0         (19.1 )      29.7         34.1         (12.9 )  
Asia Pacific       17.2         20.3         (15.3 )      37.7         40.8         (7.6 )  

                                                 

Total Zimmer       1,107.7         1,182.9         (6.4 )      2,242.1         2,344.4         (4.4 )  
Biomet       59.9         —           —          59.9         —           —      

                                                 

Zimmer Biomet     $ 1,167.6       $ 1,182.9         (1.3 )    $ 2,302.0       $ 2,344.4         (1.8 )  
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Demand (Volume and Mix) Trends  

Increased volume and changes in the mix of product sales contributed 7.7 percentage points of year-over-year sales growth during the three 
month period ended June 30, 2015. Volume/mix growth was driven by the Biomet merger, new product introductions and sales in key emerging 
markets.  

We believe long-term indicators point toward sustained growth driven by an aging global population, growth in emerging markets, obesity, 
proven clinical benefits, new material technologies, advances in surgical techniques and more active lifestyles, among other factors. In addition, 
demand for clinically proven premium products and patient specific devices are expected to continue to positively affect sales growth in markets 
that recognize the value of these advanced technologies.  

Pricing Trends  

Global selling prices had a negative effect of 2.0 percentage points on year-over-year sales during the three month period ended June 30, 
2015. The majority of countries in which we operate continued to experience pricing pressure from governmental healthcare cost containment 
efforts and from local hospitals and health systems. For the remainder of the year, we expect this pricing pressure will continue.  

Foreign Currency Exchange Rates  

For the three month period ended June 30, 2015, changes in foreign currency exchange rates had a negative effect of 7.0 percentage points 
on year-over-year sales. If foreign currency exchange rates remain consistent with June 30, 2015 rates, we estimate that a stronger U.S. Dollar 
versus foreign currency exchange rates will continue to cause declines in sales relative to the prior year period. We address currency risk through 
regular operating and financing activities and through the use of forward contracts and foreign currency options solely to manage foreign 
currency volatility and risk. Changes to foreign currency exchange rates affect sales growth, but due to offsetting gains/losses on hedge contracts 
and options, which are recorded in cost of products sold, the effect on net earnings in the near term is reduced.  

Sales by Product Category  

Knees  

Knee sales declined in the three and six month periods ended June 30, 2015 when compared to the same prior year periods. The decline 
was primarily from changes in foreign currency exchange rates. Our knee product category has benefited from new product introductions, such 
as Persona ® The Personalized Knee System and joint preservation solutions. However, the volume/mix growth from new product introductions 
has been tempered by the negative effects of changes in foreign currency exchange rates and pricing pressure in all our reporting segments. In 
EMEA and Asia Pacific, changes in foreign currency exchange rates negatively affected knee sales in the three month period ended June 30, 
2015 by 17.2 percent and 11.2 percent, respectively, and 17.3 percent and 10.5 percent in the six month period ended June 30, 2015, 
respectively.  

Persona The Personalized Knee System continues to gain traction in the various markets where we have deployed this system, while our 
NexGen Complete Knee Solution product line is still our leading global knee system in terms of sales. Products experiencing growth in this 
category, in addition to Persona The Personalized Knee System, included our joint preservation solutions.  

Hips  

Hip sales declined in the three and six month periods ended June 30, 2015 when compared to the same prior year periods. The decline was 
primarily from changes in foreign currency exchange rates. Positive volume and mix trends continued to be offset by pricing pressure and the 
negative effects of changes in foreign currency exchange rates. In EMEA and Asia Pacific, changes in foreign currency exchange rates 
negatively affected hip sales in the three month period ended June 30, 2015 by 17.7 percent and 10.2 percent, respectively, and 17.9 percent and 
10.2 percent in the six month period ended June 30, 2015, respectively.  
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Leading hip stem sales were the Zimmer ® M/L Taper Hip Prosthesis, the Zimmer ® M/L Taper Hip Prosthesis with Kinectiv ® Technology 
and the Avenir ® Müller Stem . Products experiencing growth in this category included the Wagner SL Revision ® Hip Stem, Vivacit-E ® Highly 
Crosslinked Polyethylene Liners and BIOLOX ® 1 delta Heads.  

Extremities  

Extremities sales declined in the three and six month periods ended June 30, 2015 when compared to the same prior year periods. We have 
experienced growth with some of our recently released products in this category, such as the Zimmer ® Trabecular Metal ™ Total Ankle and 
Nexel ® Total Elbow, but this has been offset by continued pricing pressure and the negative effects of changes in foreign currency exchange 
rates.  

Dental  

Dental sales declined in the three and six month periods ended June 30, 2015 when compared to the same prior year periods, primarily 
from the negative effects of changes in foreign currency exchange rates. In our Dental product category, in certain markets, especially in our 
Asia Pacific region, our customers are distributors. The timing of distributor purchases can have a significant influence on sales in those markets 
in any particular quarter. Sales were led by the Tapered Screw-Vent ® Implant System.  

Trauma  

Trauma sales declined in the three and six month periods ended June 30, 2015 when compared to the same prior year periods. We 
continued to see growth in volume/mix from our intramedullary nail systems, plates and screws and cable products, but this growth was offset by 
the negative effects of changes in foreign currency exchange rates. The Zimmer ® Natural Nail ® System and Zimmer ® Periarticular Locking 
Plates System led Trauma sales.  

Spine  

Spine sales declined by 0.2 percent and increased by 1.1 percent in the three and six month periods ended June 30, 2015, respectively, 
when compared to the same prior year periods. The negative effects of changes in foreign currency exchange rates tempered any sales growth. 
We continue to focus on, and have had success in, commercializing offerings across our core fusion portfolio and market adjacencies, including 
minimally invasive surgeries. Solid sales of the Instinct ® Java ® System and Trabecular Metal Technology products were partially offset by a 
decline in sales of other spine products.  

Surgical and other  

Surgical and other sales declined in the three and six month periods ended June 30, 2015 when compared to the same prior year periods. 
We experienced solid volume/mix growth across most of our sub-product categories, but this was offset by the negative effects of changes in 
foreign currency exchange rates. Products leading sales in this category were PALACOS ® 2 Bone Cement, the Transposal ® Fluid Waste 
Management System, tourniquets and wound debridement devices.  
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Expenses as a Percentage of Net Sales  
   

Cost of Products Sold  

The decrease in cost of products sold as a percentage of net sales for the 2015 periods compared to the same prior year periods was 
primarily due to higher hedge gains in the 2015 periods from our foreign currency hedging program compared to the same prior year period. For 
derivatives which qualify as hedges of future cash flows, the effective portion of changes in fair value is temporarily recorded in other 
comprehensive income and then recognized in cost of products sold when the hedged items affect earnings. Geographic mix also had a positive 
impact on cost of products sold as a percentage of sales because such percentage is typically lower in the U.S. than in other countries. Since 
changes in foreign currency exchange rates decreased net sales and cost of products sold outside the U.S., the U.S. now accounts for a higher 
proportion of the consolidated net sales and cost of products sold than in the same prior year periods. The favorable hedge gains and geographic 
product mix were partially offset by increased excess and obsolete inventory charges due to increased inventory levels, and lower average selling 
prices.  

Operating Expenses  

R&D expenses and R&D as a percentage of sales increased in the 2015 periods when compared to the same prior year periods. The prior 
year periods reflected a significant dedication of resources to our quality and operational excellence initiatives. Additionally, most of our R&D 
activities occur in the U.S., so expenses do not decrease proportionally to changes in net sales when there are significant changes in foreign 
currency exchange rates, which caused an increase in R&D as a percentage of sales.  

SG&A expenses increased in the three month period ended June 30, 2015, but decreased in the six month period ended June 30, 2015 
when compared to the same prior year periods. SG&A as a percentage of sales increased in the 2015 periods when compared to the same prior 
year periods. A portion of SG&A expenses varies with sales, therefore, as sales decrease, so do the related expenses. However, a significant 
portion of our SG&A expenses occur in the U.S. so expenses do not decrease proportionally to changes in net sales when there are significant 
changes in foreign currency exchange rates. Additionally, the addition of Biomet’s results of operations increased SG&A expenses.  

Intangible asset amortization increased in the 2015 periods when compared to the same prior year periods. In the three month period ended 
June 30, 2015, the increase was driven by additional Biomet merger amortization. The effect of the Biomet merger in the six month period ended 
June 30, 2015 was less because in the same prior year period we reduced the estimated useful lives of certain intangible assets to zero resulting 
in an additional $7.2 million being amortized immediately.  

“Special items” increased in the 2015 periods compared to the same prior year periods. The increases were due to Biomet merger-related 
expenses such as the acceleration of unvested LVB stock options and LVB stock-based awards, retention bonuses paid to Biomet employees and 
third-party sales agents who remained with  
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Three Months Ended  

June 30,            
Six Months Ended  

June 30,         
     2015     2014     Inc (Dec)      2015     2014     Inc (Dec)   
Cost of products sold       24.9 %      28.0 %      (3.1 )       24.7 %      27.1 %      (2.4 )  
Research and development       4.4        4.1        0.3         4.3        4.1        0.2    
Selling, general and administrative       38.1        36.9        1.2         37.8        37.6        0.2    
Intangible asset amortization       2.8        1.9        0.9         2.3        2.2        0.1    
Certain claims       0.7        1.8        (1.1 )       0.3        1.0        (0.7 )  
Special items       40.2        5.3        34.9         24.2        4.2        20.0    
Operating profit       (11.1 )      21.9        (33.0 )       6.3        23.8        (17.5 )  
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Biomet through the Closing Date, severance expense and contract terminations. See Note 2 to the interim condensed consolidated financial 
statements included in Part I, Item 1 of this report for more information regarding “Special items” charges.  

Other Expense, Net, Interest Income, Interest Expense, Income Taxes, Net Earnings and Segment Operating Profit  

Other expense, net, represents debt issuance costs that we recognized for the bridge credit agreement that we entered into in May 2014 in 
connection with the Biomet merger, the net expense related to remeasuring monetary assets and liabilities denominated in a foreign currency 
other than an entity’s functional currency offset by foreign currency forward exchange contracts we enter into to mitigate any gain or loss, and 
the call premium expense we recognized when we repaid Biomet’s senior notes, offset by a gain related to selling certain product line rights and 
assets. The decrease in other expense, net in the three month period ended June 30, 2015 compared to the same prior year period was due to the 
debt issuance costs related to the bridge credit agreement that were recognized in the prior year period, which did not exist in the current year 
period as the bridge credit agreement expired in the first quarter of 2015. The increase in the six month period ended June 30, 2015 compared to 
the same prior year period was due to the acceleration of remaining expense on the bridge credit agreement when it expired in the first quarter of 
2015.  

Net interest expense increased in the three and six month periods ended June 30, 2015 due to the issuance of the Merger Notes in March 
2015.  

The effective tax rate (“ETR”) on earnings before income taxes for the three and six month periods ended June 30, 2015 represented a tax 
benefit of 25.9 percent and 2.6 percent, respectively. Our ETR has been significantly impacted by the various “Special items” expenses. The 
majority of these expenses have been incurred in higher tax jurisdictions, which has resulted in a tax benefit being recognized in the current year 
periods. We anticipate that future “Special items” expense, the outcome of various federal, state and foreign audits, as well as expiration of 
certain statutes of limitations, could potentially impact our ETR in future quarters. Currently, we cannot reasonably estimate the impact of these 
items on our financial results.  

Segment Operating Profit  

For our reporting segments, operating profit increased in the Americas and Asia Pacific in the three and six month periods ended June 30, 
2015 compared to the same prior year periods, but decreased in EMEA in the three and six month periods ended June 30, 2015 when compared 
to the same prior year periods. The increase in the Americas was due to controlled SG&A expenses. In Asia Pacific, despite decreasing sales, our 
operating profit increased due to our hedging program. While changes in foreign currency exchange rates resulted in decreased sales, this decline 
was offset by increased hedge gains recorded in the 2015 periods compared to the same prior year periods, resulting in improved gross profit 
margins. In EMEA, sales declined so significantly due to changes in foreign currency exchange rates that our hedging program did not fully 
offset these declines.  

Non-GAAP Operating Performance Measures  

We use financial measures that differ from financial measures determined in accordance with GAAP to evaluate our operating 
performance. These non-GAAP financial measures exclude the impact of inventory step-up, certain inventory and manufacturing related charges 
connected to quality enhancement and remediation efforts, “Certain claims,” intangible asset amortization, “Special items,” other expenses 
related to financing obtained for the Biomet merger, other expenses related to the call premium expense recognized to redeem the assumed 
Biomet senior notes, the gain recognized in other expense, net, related to selling certain product line rights and assets, the interest expense 
incurred on the Merger Notes during the period prior to the consummation of the Biomet merger and any related effects on our income tax 
provision associated with these items. In addition, our non-GAAP adjusted diluted earnings per share for the three month period ended June 30, 
2015  
   

40  



Table of Contents  

includes an additional adjustment to add to the weighted average shares outstanding used for computing diluted loss per share, the number of 
shares that would have had a dilutive effect if we had had net earnings in that period. Under GAAP, because we had a net loss in that period, the 
dilutive shares are not included in the weighted average shares outstanding used for computing diluted loss per share on a GAAP basis. We use 
this information internally and believe it is helpful to investors because it allows more meaningful period-to-period comparisons of our ongoing 
operating results, it helps to perform trend analysis and to better identify operating trends that may otherwise be masked or distorted by these 
types of items, and it provides a higher degree of transparency of certain items. Certain of these non-GAAP financial measures are used as 
metrics for our incentive compensation programs.  

Our non-GAAP adjusted net earnings used for internal management purposes for the three and six month periods ended June 30, 2015 
were $278.7 million and $551.5 million, respectively, compared to $271.0 million and $545.5 million in the same prior year periods, 
respectively. Our non-GAAP adjusted diluted earnings per share for the three and six month periods ended June 30, 2015 were $1.59 and $3.17, 
respectively, compared to $1.58 and $3.18 in the same prior year periods, respectively.  

The following are reconciliations from our GAAP net earnings and diluted earnings per share to our non-GAAP adjusted net earnings and 
non-GAAP adjusted diluted earnings per share used for internal management purposes:  
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Three Months Ended  

June 30,      
Six Months Ended  

June 30,   
(In millions)    2015      2014      2015      2014   
Net Earnings of Zimmer Holdings, Inc.     $ (158.0 )     $ 176.5       $ 19.1       $ 398.0    
Inventory step-up and other inventory and manufacturing related charges       14.7         13.5         18.6         25.2    
Certain claims       7.7         21.8         7.7         21.8    
Intangible asset amortization       33.0         22.2         53.4         51.4    
Special items              

Biomet-merger related       390.6         13.7         416.4         13.7    
Other special items       78.8         48.6         140.0         85.2    

Biomet merger-related expenses in other expense       3.2         10.0         22.7         10.0    
Interest expense on Biomet merger financing       61.5         —           70.0         —      
Taxes on above items*       (152.8 )       (35.3 )       (196.4 )       (59.8 )  

                                            

Adjusted Net Earnings     $ 278.7       $ 271.0       $ 551.5       $ 545.5    
                                            

* The tax effect is calculated based upon the statutory rates for the jurisdictions where the items were incurred. 
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Liquidity and Capital Resources  

Cash flows provided by operating activities were $278.3 million in the six month period ended June 30, 2015, compared to $442.9 million 
in the same prior year period. The decreased cash flows provided by operating activities in the 2015 period were primarily due to a $97.6 million 
loss on our forward starting interest rate swaps we settled in March 2015 when we issued the Merger Notes, higher expenses related to the 
Biomet merger and inventory investments. These unfavorable items were partially offset by lower tax payments in the 2015 period. In the prior 
year period, we made significant tax payments for certain unresolved matters in order to limit the potential impact of IRS interest charges.  

Cash flows used in investing activities were $7,720.7 million in the six month period ended June 30, 2015, compared to $268.7 million in 
the same prior year period. The primary investing activity in the 2015 period was the Biomet merger. We continued to invest in instruments for 
significant product launches, such as Persona The Personalized Knee System, as we deploy that system around the world. We also continued to 
invest in other property, plant and equipment at levels necessary to complete new product-related investments and to replace older machinery 
and equipment. We also received some proceeds from the divestiture of certain product line rights and assets.  

Cash flows provided by financing activities were $7,799.7 million in the six month period ended June 30, 2015, compared to a use of cash 
of $291.1 million in the same prior year period. We issued the Merger Notes and borrowed the U.S. Term Loan in the 2015 period for the 
Biomet merger, which resulted in proceeds and related debt issuance costs. We also repaid Biomet’s senior notes that we assumed in the merger. 
Additionally, with an increase in our stock price throughout 2014, many employees exercised stock options in the prior year. Accordingly, there 
were fewer stock options outstanding at the end of 2014, leading to fewer option exercises in the six month period ended June 30, 2015, 
compared to the same prior year period.  

In February and May 2015, our Board of Directors declared cash dividends of $0.22 per share. We expect to continue paying cash 
dividends on a quarterly basis; however, future dividends are subject to approval of the Board of Directors and may be adjusted as business 
needs or market conditions change. As further discussed below, our debt facilities restrict the payment of dividends in certain circumstances.  
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Three Months Ended  

June 30,     
Six Months Ended  

June 30,   
     2015     2014     2015     2014   
Diluted EPS     $ (0.91 )    $ 1.03      $ 0.11      $ 2.32    
Inventory step-up and other inventory and manufacturing related charges       0.08        0.08        0.11        0.15    
Certain claims       0.04        0.13        0.04        0.13    
Intangible asset amortization       0.19        0.13        0.31        0.30    
Special items           

Biomet-merger related       2.22        0.08        2.39        0.08    
Other special items       0.45        0.28        0.81        0.49    

Biomet merger-related expenses in other expense       0.02        0.06        0.13        0.06    
Interest expense on Biomet merger financing       0.35        —          0.40        —      
Taxes on above items*       (0.86 )      (0.21 )      (1.13 )      (0.35 )  
Effect of dilutive shares assuming net earnings**       0.01        —          —          —      

                                         

Adjusted Diluted EPS     $ 1.59      $ 1.58      $ 3.17      $ 3.18    
                                         

* The tax effect is calculated based upon the statutory rates for the jurisdictions where the items were incurred. 

**     Diluted share count used in Adjusted Diluted EPS:     
Diluted shares       173.0    
Dilutive shares assuming net earnings       2.6    

           

Adjusted diluted shares       175.6    
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As of June 30, 2015, $599.5 million remained authorized under our $1.0 billion share repurchase program, which has no expiration date. In 
anticipation of the merger with Biomet, we suspended repurchases after the first quarter of 2014. Now that we have completed the merger, we 
intend to use available cash for debt repayment and dividends and will further reevaluate our capital deployment strategies for available cash.  

In order to achieve operational synergies, we expect cash outlays related to our integration plans to be approximately $250 million in 2015 
and exceed $500 million in the first three years post-Closing Date. These cash outlays are necessary to achieve our integration goals of achieving 
net-annual pre-tax operating profit synergies of $135 million in the first year and $350 million by the end of the third year post-Closing Date.  

As discussed more completely in Note 12 to our interim condensed consolidated financial statements included in Part I, Item 1 of this 
report, the IRS has issued proposed adjustments for years 2006 through 2009 reallocating profits between certain of our U.S. and foreign 
subsidiaries. We have disputed these proposed adjustments and continue to pursue resolution with the IRS. Although the ultimate timing for 
resolution of the disputed tax issues is uncertain, future payments may be significant to our operating cash flows.  

Also as discussed in Note 16 to our interim condensed consolidated financial statements included in Part I, Item 1 of this report, as of 
June 30, 2015, a short-term liability of $50.0 million and long-term liability of $251.6 million related to Durom Cup product liability claims was 
recorded on our condensed consolidated balance sheet. We expect to continue paying these claims over the next few years. We expect to be 
reimbursed a portion of these payments for product liability claims from insurance carriers. As of June 30, 2015, we have received a portion of 
the insurance proceeds we estimate we will recover. We have a short-term receivable of $67.5 million and a long-term receivable of $95.3 
million remaining for future expected reimbursements from our insurance carriers. We also had a short-term liability of $55.8 million related to 
Biomet metal-on-metal hip implant claims.  

At June 30, 2015, we had ten tranches of senior notes outstanding as follows (dollars in millions):  
   

We may, at our option, redeem our senior notes, in whole or in part, at any time upon payment of the principal, any applicable make-whole 
premium, and accrued and unpaid interest to the date of redemption. In addition, the Merger Notes and the 3.375% Senior Notes due 2021 may 
be redeemed at our option without any make-whole premium at specified dates ranging from one month to six months in advance of the 
scheduled maturity date.  

We have a $4.35 billion Senior Credit Facility that contains: (i) a 5-year unsecured U.S. Term Loan Facility in the principal amount of $3.0 
billion, and (ii) a 5-year unsecured Multicurrency Revolving Facility in the principal amount of $1.35 billion. The Multicurrency Revolving 
Facility will mature in May 2019, with two one-year extensions available at our option. Borrowings under the Multicurrency Revolving Facility 
may be used for general corporate purposes. There were no borrowings outstanding under the Multicurrency Revolving Facility as of June 30, 
2015. On June 24, 2015, we borrowed the full $3.0 billion available under the U.S. Term Loan Facility. The U.S. Term Loan Facility will mature 
in June 2020, with principal payments due beginning September 30, 2015,  
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Principal      

Interest 
 

Rate     Maturity Date  
$ 500.0         1.450 %    April 1, 2017  
  1,150.0         2.000      April 1, 2018  
  500.0         4.625      November 30, 2019  
  1,500.0         2.700      April 1, 2020  
  300.0         3.375      November 30, 2021  
  750.0         3.150      April 1, 2022  
  2,000.0         3.550      April 1, 2025  
  500.0         4.250      August 15, 2035  
  500.0         5.750      November 30, 2039  
  1,250.0         4.450      August 15, 2045  
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as follows: $75.0 million on a quarterly basis during the first three years, $112.5 million on a quarterly basis during the fourth year, and $412.5 
million on a quarterly basis during the fifth year.  

We and certain of our wholly owned foreign subsidiaries are the borrowers under the Senior Credit Facility. Borrowings under the Senior 
Credit Facility bear interest at floating rates based upon indices determined by the currency of the borrowings plus an applicable margin 
determined by reference to our senior unsecured long-term credit rating, or at an alternate base rate, or, in the case of borrowings under the 
Multicurrency Revolving Facility only, at a fixed rate determined through a competitive bid process. The Senior Credit Facility contains 
customary affirmative and negative covenants and events of default for an unsecured financing arrangement, including, among other things, 
limitations on consolidations, mergers and sales of assets. Financial covenants include a consolidated indebtedness to consolidated EBITDA 
ratio of no greater than 5.0 to 1.0 through June 24, 2016 and no greater than 4.5 to 1.0 thereafter. If our credit rating falls below investment 
grade, additional restrictions would result, including restrictions on investments and payment of dividends. We were in compliance with all 
covenants under the Senior Credit Facility as of June 30, 2015.  

Commitments under the Senior Credit Facility are subject to certain fees. On the Multicurrency Revolving Facility, we pay a facility fee at 
a rate determined by reference to our senior unsecured long-term credit rating.  

We have a Japan Term Loan agreement with one of the lenders under the Senior Credit Facility for 11.7 billion Japanese Yen that will 
mature on May 31, 2018. Borrowings under the Japan Term Loan bear interest at a fixed rate of 0.61 percent per annum until maturity.  

We also have other available uncommitted credit facilities totaling $32.3 million.  

We place our cash and cash equivalents in highly-rated financial institutions and limit the amount of credit exposure to any one entity. We 
invest only in high-quality financial instruments in accordance with our internal investment policy.  

As of June 30, 2015, we had short-term and long-term investments in debt securities with a fair value of $620.4 million. These investments 
are in debt securities of many different issuers and, therefore, we believe we have no significant concentration of risk with a single issuer. All of 
these debt securities remain highly rated and we believe the risk of default by the issuers is low.  

As of June 30, 2015, $1,318.5 million of our cash and cash equivalents and short-term and long-term investments were held in jurisdictions 
outside of the U.S. and are expected to be indefinitely reinvested for continued use in foreign operations. Repatriation of these assets to the U.S. 
may have tax consequences. $849.7 million of this amount is denominated in U.S. Dollars and, therefore, bears no foreign currency translation 
risk. The balance of these assets is denominated in currencies of the various countries where we operate.  

Our concentrations of credit risks with respect to trade accounts receivable is limited due to the large number of customers and their 
dispersion across a number of geographic areas and by frequent monitoring of the creditworthiness of the customers to whom credit is granted in 
the normal course of business. Substantially all of our trade receivables are concentrated in the public and private hospital and healthcare 
industry in the U.S. and internationally or with distributors or dealers who operate in international markets and, accordingly, are exposed to their 
respective business, economic and country specific variables.  

Our ability to collect accounts receivable in some countries depends in part upon the financial stability of the hospital and healthcare 
sectors and the respective countries’ national economic and healthcare systems. Most notably, in Europe healthcare is typically sponsored by the 
government. Since we sell products to public hospitals in those countries, we are indirectly exposed to government budget constraints. The 
ongoing financial uncertainties in the Euro zone impact the indirect credit exposure we have to those governments through their public hospitals. 
As of June 30, 2015, in Greece, Italy, Portugal and Spain, countries that have been widely  
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recognized as presenting the highest risk, our gross short-term and long-term trade accounts receivable combined were $261.5 million. With 
allowances for doubtful accounts of $15.5 million recorded in those countries, the net balance was $246.0 million, representing 18 percent of our 
total consolidated short-term and long-term trade accounts receivable balance, net. Italy and Spain accounted for $218.3 million of that net 
amount. We are actively monitoring the situations in these countries. We maintain contact with customers in these countries on a regular basis. 
We continue to receive payments, albeit at a slower rate than in the past. We believe our allowance for doubtful accounts is adequate in these 
countries, as ultimately we believe the governments in these countries will be able to pay. To the extent the respective governments’ ability to 
fund their public hospital programs deteriorates, we may have to record significant bad debt expenses in the future.  

Management believes that cash flows from operations and available borrowings under the Senior Credit Facility or from the public and 
private debt markets are sufficient to meet our working capital, capital expenditure and debt service needs, as well as return cash to stockholders 
in the form of dividends. Should additional investment opportunities arise, we believe that our earnings, balance sheet and cash flows will allow 
us to obtain additional capital, if necessary.  

Recent Accounting Pronouncements  

In May 2014, the FASB issued ASU No. 2014-09— Revenue from Contracts with Customers (Topic 606) . The ASU provides a five-step 
model for revenue recognition that all industries will apply to recognize revenue when a customer obtains control of a good or service. The ASU 
will be effective for us beginning January 1, 2018. We are in the initial phases of our adoption plans and, accordingly, we are unable to estimate 
any effect this may have on our revenue recognition practices.  

In April 2015, the FASB issued ASU 2015-03— Simplifying the Presentation of Debt Issuance Costs . This ASU requires debt issuance 
costs to be presented in the balance sheet as a direct deduction from the carrying value of the associated debt liability, consistent with the 
presentation of a debt discount. This ASU does not affect the measurement and recognition of debt issuance costs in our statement of earnings. 
As of June 30, 2015, this change would result in a reclassification of $11.9 million of other current assets and $68.6 million of other assets to 
debt. The ASU will be effective for us beginning January 1, 2016.  

There are no other recently issued accounting pronouncements that we have not yet adopted that are expected to have a material effect on 
our financial position, results of operations or cash flows.  

Critical Accounting Estimates  

Our financial results are affected by the selection and application of accounting policies and methods. There were no changes in the three 
or six month periods ended June 30, 2015 to the application of critical accounting policies as described in our Annual Report on Form 10-K for 
the year ended December 31, 2014.  

Forward-Looking Statements  

This quarterly report contains certain statements that are forward-looking statements within the meaning of federal securities laws. 
Forward-looking statements can be identified by the fact that they do not relate strictly to historical or current facts. When used in this report, the 
words “may,” “will,” “should,” “would,” “could,” “anticipate,” “expect,” “plan,” “seek,” “believe,” “predict,” “estimate,” “potential,” “project,” 
“target,” “forecast,” “intend,” “strategy,” “future,” “opportunity,” “assume,” “guide” and similar expressions are intended to identify forward-
looking statements. Forward-looking statements are based on current expectations and assumptions that are subject to risks and uncertainties that 
could cause actual results to differ materially from such forward-looking statements. These risks and uncertainties include, but are not limited to: 
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  •   the possibility that the anticipated synergies and other benefits from the Biomet merger will not be realized, or will not be realized 
within the expected time periods; 
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This report contains discussions of these and other important factors in Part II, Item 1A under the heading “Risk Factors.” You should 
understand that it is not possible to predict or identify all factors that could cause actual results to differ materially from forward-looking 
statements. Consequently, you should not consider any list or discussion of such factors to be a complete set of all potential risks or 
uncertainties.  
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  •   the risks and uncertainties related to our ability to successfully integrate the operations, products, employees and distributors of the 
legacy companies; 

  •   the effect of the potential disruption of management’s attention from ongoing business operations due to integration matters related 
to the Biomet merger; 

  •   the effect of the Biomet merger on our relationships with customers, vendors and lenders and on our operating results and business 
generally; 

  •   Biomet’s compliance with the terms of its Deferred Prosecution Agreement through March 2016; 

  •   the outcome of government investigations; 

  •   competition; 

  •   pricing pressures; 

  •   the impact of the federal healthcare reform measures, including the impact of the U.S. excise tax on medical devices, reductions in 
reimbursement levels by third-party payors and cost-containment efforts of healthcare purchasing organizations; 

  
•   challenges relating to changes in and compliance with governmental laws and regulations affecting our U.S. and international 

businesses, including regulations of the FDA and foreign government regulators, such as more stringent requirements for regulatory 
clearance of our products; 

  •   our ability to remediate matters identified in any inspectional observations or warning letters issued by the FDA; 

  •   the success of our quality and operational excellence initiatives; 

  •   changes in tax obligations arising from tax reform measures or examinations by tax authorities; 

  •   changes in general domestic and international economic conditions, including interest rate and currency exchange rate fluctuations; 

  •   changes in general industry and market conditions, including domestic and international growth rates; 

  •   changes in customer demand for our products and services caused by demographic changes or other factors; 

  •   dependence on new product development, technological advances and innovation; 

  •   product liability and intellectual property litigation losses; 

  •   our ability to obtain and maintain adequate intellectual property protection; 

  •   our ability to retain the independent agents and distributors who market our products; 

  •   our dependence on a limited number of suppliers for key raw materials and outsourced activities; 

  •   the possible disruptive effect of additional strategic acquisitions and our ability to successfully integrate acquired companies; 

  •   our ability to form and implement alliances; 

  •   the impact of the ongoing financial uncertainty on countries in the Euro zone on our ability to collect accounts receivable in affected 
countries; 

  •   changes in prices of raw materials and products and our ability to control costs and expenses; and 

  •   shifts in our product category sales mix or our regional sales mix away from products or geographic regions that generate higher 
operating margins. 
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Readers of this report are cautioned not to place undue reliance on these forward-looking statements. While we believe the assumptions on 
which the forward-looking statements are based are reasonable, there can be no assurance that these forward-looking statements will prove to be 
accurate. This cautionary statement is applicable to all forward-looking statements contained in this report.  

We expressly disclaim any obligation to update or revise any forward-looking statements, whether as a result of new information, future 
events or otherwise. You are advised, however, to consult any further disclosures we make on related subjects in our Form 10-Q, 8-K and 10-K 
reports and our other filings with the Securities and Exchange Commission.  

   

There have been no material changes from the information provided in our Annual Report on Form 10-K for the year ended December 31, 
2014.  

   

Evaluation of Disclosure Controls and Procedures  

We maintain disclosure controls and procedures (as defined in Rule 13a-15(e) under the Exchange Act) that are designed to provide 
reasonable assurance that information required to be disclosed in the reports that we file or submit under the Exchange Act is recorded, 
processed, summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms, and that 
such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as 
appropriate to allow timely decisions regarding required disclosures. Because of inherent limitations, disclosure controls and procedures, no 
matter how well designed and operated, can provide only reasonable, and not absolute, assurance that the objectives of disclosure controls and 
procedures are met.  

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of the 
design and operation of our disclosure controls and procedures. Based on that evaluation, our Chief Executive Officer and Chief Financial 
Officer concluded that, as of the end of the period covered by this report, our disclosure controls and procedures are effective at a reasonable 
assurance level.  

Changes in Internal Control Over Financial Reporting  

There was no change in our internal control over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act) that occurred 
during the quarter ended June 30, 2015 that has materially affected, or is reasonably likely to materially affect, our internal control over financial 
reporting. As previously noted, we completed our merger with Biomet on June 24, 2015. We have begun the process of reviewing the internal 
control structure of Biomet and will make appropriate changes as necessary as we integrate Biomet into our overall internal control over 
financial reporting process.  
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Part II—Other Information  
   

Information pertaining to legal proceedings can be found in Note 16 to the interim condensed consolidated financial statements included in 
Part I, Item 1 of this report.  

   

Risk factors which could cause actual results to differ from our expectations and which could negatively impact our financial condition 
and results of operations are discussed below and elsewhere in this report. Additional risks and uncertainties not presently known to us or that 
are currently not believed to be significant to our business may also affect our actual results and could harm our business, financial condition 
and results of operations. If any of the risks or uncertainties described below or any additional risks and uncertainties actually occur, our 
business, results of operations and financial condition could be materially and adversely affected.  

Successful integration of Biomet and anticipated benefits of the Biomet merger are not assured and integration matters could divert 
attention of management away from operations. Also, the merger could have an adverse effect on our business relationships.  

Although Biomet has become an indirect wholly owned subsidiary of ours, it will initially continue its operations on a basis that is separate 
from the legacy Zimmer operations. There can be no assurance that Biomet will be able to maintain and grow its business and operations. In 
addition, the market segments in which Biomet operates may experience declines in demand and/or new competitors. Customers, suppliers and 
other third parties with business relationships with us and/or Biomet may decide not to renew or may decide to seek to terminate, change and/or 
renegotiate their relationships with us and/or Biomet as a result of the merger, whether pursuant to the terms of their existing agreements with us 
and/or Biomet or otherwise.  

Our ability to realize the anticipated benefits of the Biomet merger will depend, to a large extent, on our ability to integrate the legacy 
businesses. Integrating and coordinating certain aspects of the operations and personnel of Biomet with ours involves complex operational, 
technological and personnel-related challenges. This process is time-consuming and expensive, disrupts the businesses of both companies and 
may not result in the full benefits expected by us, including cost synergies expected to arise from supply chain efficiencies and overlapping 
general and administrative functions. The potential difficulties, and resulting costs and delays, include:  
   

   

   

   

   

   

   

   

Additionally, the integration of our and Biomet’s operations, products and personnel may place a significant burden on management and 
other internal resources. The attention of our management may be directed towards integration considerations and may be diverted from our day-
to-day business operations, and matters related to  
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Item 1. Legal Proceedings 

Item 1A. Risk Factors 

  •   managing a larger combined company; 

  •   consolidating corporate and administrative infrastructures; 

  •   issues in integrating manufacturing, warehouse and distribution facilities, research and development and sales forces; 

  •   difficulties attracting and retaining key personnel; 

  •   loss of customers and suppliers and inability to attract new customers and suppliers; 

  •   unanticipated issues in integrating information technology, communications and other systems; 

  •   incompatibility of purchasing, logistics, marketing, administration and other systems and processes; and 

  •   unforeseen and unexpected liabilities related to the merger or Biomet’s business. 
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the integration may require commitments of time and resources that could otherwise have been devoted to other opportunities that might have 
been beneficial to us. The diversion of management’s attention, and any difficulties encountered in the transition and integration process, could 
harm our business, financial condition and operating results.  

Even if our businesses are successfully integrated, we may not realize the full benefits of the merger, including anticipated synergies, cost 
savings or growth opportunities, within the expected timeframe or at all. In addition, we expect to incur significant integration and restructuring 
expenses to realize synergies. However, many of the expenses that will be incurred are, by their nature, difficult to estimate accurately. These 
expenses could, particularly in the near term, exceed the savings that we expect to achieve from elimination of duplicative expenses and the 
realization of economies of scale and cost savings. Although we expect that the realization of efficiencies related to the integration of the 
businesses may offset incremental transaction, merger-related and restructuring costs over time, we cannot give any assurance that this net 
benefit will be achieved in the near term, or at all.  

Any of these matters could adversely affect our businesses or harm our financial condition, results of operations or business prospects.  

We incurred substantial additional indebtedness in connection with the Biomet merger and may not be able to meet all of our debt 
obligations.  

We incurred substantial additional indebtedness in connection with the Biomet merger. At June 30, 2015, our total indebtedness was $12.0 
billion as compared to $1.4 billion at December 31, 2014. We funded the cash portion of the merger consideration, the pay-off of certain 
indebtedness of Biomet and the payment of transaction-related expenses through a combination of available cash-on-hand and proceeds from 
debt financings, including proceeds from a $7.65 billion issuance of senior unsecured notes in March 2015, and borrowings of $3.0 billion under 
our $4.35 billion Senior Credit Facility. As of June 30, 2015, our debt service obligations, comprised of principal and interest (excluding capital 
leases and equipment notes), during the following 12 months were approximately $647.8 million. As a result of the increase in our debt, 
demands on our cash resources have increased. The increased level of debt could, among other things:  
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•   require us to dedicate a large portion of our cash flow from operations to the servicing and repayment of our debt, thereby reducing 

funds available for working capital, capital expenditures, research and development expenditures and other general corporate 
requirements; 

  •   limit our ability to obtain additional financing to fund future working capital, capital expenditures, research and development 
expenditures and other general corporate requirements; 

  •   limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate; 

  •   restrict our ability to make strategic acquisitions or dispositions or to exploit business opportunities; 

  •   place us at a competitive disadvantage compared to our competitors that have less debt; 

  •   adversely affect our credit rating, with the result that the cost of servicing our indebtedness might increase and our ability to obtain 
surety bonds could be impaired; 

  •   adversely affect the market price of our common stock; and 

  •   limit our ability to apply proceeds from a future offering or asset sale to purposes other than the servicing and repayment of debt. 
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If we fail to comply with healthcare fraud and abuse laws and regulations, we could face substantial penalties and our business, 
operations and financial condition could be adversely affected.  

Our industry is subject to various federal, state and foreign laws and regulations pertaining to healthcare fraud and abuse, including the 
federal False Claims Act, the federal Anti-Kickback Statute, the federal Stark law, the federal Physician Payments Sunshine Act and similar state 
and foreign laws. In addition, we are subject to various federal and foreign laws concerning anti-corruption and anti-bribery matters, sales to 
countries or persons subject to economic sanctions and other matters affecting our international operations. Violations of these laws are 
punishable by criminal and/or civil sanctions, including, in some instances, fines, imprisonment and, within the U.S., exclusion from 
participation in government healthcare programs, including Medicare, Medicaid and Veterans Administration health programs. These laws are 
administered by, among others, the DOJ, the OIG-HHS, the SEC, the OFAC, the Bureau of Industry and Security of the U.S. Department of 
Commerce and state attorneys general. The interpretation and enforcement of these laws and regulations are uncertain and subject to change.  

Biomet is involved in ongoing governmental investigations, the results of which may adversely impact our business and results of 
operations. Further, if Biomet fails to comply with the terms of the DPA that it entered into in March 2012, it may be subject to criminal 
prosecution and/or exclusion from federal healthcare programs.  

On March 26, 2012, Biomet entered into a DPA with the DOJ and a Consent with the SEC related to an investigation by the DOJ and the 
SEC into possible violations of the FCPA in the marketing and sale of medical devices in certain foreign countries. Pursuant to the DPA, the 
DOJ agreed to defer prosecution of Biomet in connection with those matters, provided that Biomet satisfies its obligations under the DPA over 
the term of the DPA. The DPA had a three-year term and provided that it could be extended in the sole discretion of the DOJ for an additional 
year. Pursuant to the Consent, Biomet consented to the entry of a Final Judgment which, among other things, permanently enjoined Biomet from 
violating the provisions of the FCPA. In addition, pursuant to the terms of the DPA, an independent external compliance monitor was appointed 
to review Biomet’s compliance with the DPA, particularly in relation to Biomet’s international sales practices. The Consent that Biomet entered 
into with the SEC mirrors the DPA’s provisions with respect to the compliance monitor.  

In October 2013, Biomet became aware of certain alleged improprieties regarding its operations in Brazil and Mexico, including alleged 
improprieties that predated the entry of the DPA. Biomet retained counsel and other experts to investigate both matters. Based on the results of 
the ongoing investigations, Biomet has terminated, suspended or otherwise disciplined certain of the employees and executives involved in these 
matters, and has taken certain other remedial measures. Additionally, pursuant to the terms of the DPA, in April 2014 and thereafter, Biomet 
disclosed these matters to and discussed these matters with the independent compliance monitor and the DOJ and SEC. On July 2, 2014 and 
July 13, 2015, the SEC issued subpoenas to Biomet requiring that Biomet produce certain documents relating to such matters. These matters 
remain under investigation by the DOJ.  

On March 13, 2015, the DOJ informed Biomet that the DPA and the independent compliance monitor’s appointment have been extended 
for an additional year. On April 2, 2015, at the request of the staff of the SEC, Biomet consented to an amendment to the Final Judgment to 
extend the term of the compliance monitor’s appointment for one year from the date of entry of the Amended Final Judgment.  

Pursuant to the DPA, the DOJ has sole discretion to determine whether conduct by Biomet constitutes a violation or breach of the DPA. 
The DOJ has informed Biomet that it retains its rights under the DPA to bring further action against Biomet relating to the conduct in Brazil and 
Mexico referenced above or the violations set forth in the DPA. The DOJ could, among other things, revoke the DPA or prosecute Biomet and/or 
the involved employees and executives. Biomet continues to cooperate with the SEC and DOJ and expects that discussions with the SEC and the 
DOJ will continue.  
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In June 2013, Biomet received a subpoena from the U.S. Attorney’s Office for the District of New Jersey requesting various documents 
relating to the fitting of custom-fabricated or custom-fitted orthoses, or bracing, to patients in New Jersey, Texas and Washington. Biomet has 
produced responsive documents and is fully cooperating with the request of the U.S. Attorney’s Office. We may need to devote significant time 
and resources to this inquiry and can give no assurances as to its final outcome.  

In July 2011, Biomet received an administrative subpoena from OFAC, requesting documents concerning the export of products to Iran. 
OFAC informed Biomet that the subpoena related to allegations that Biomet may have been involved in unauthorized sales of dental products to 
Iran. Biomet is fully cooperating in the investigation and submitted its response to the subpoena in October 2011. We may need to devote 
significant time and resources to this inquiry and can give no assurances as to its final outcome.  

In February 2010, Biomet received a subpoena from the OIG-HHS requesting various documents relating to agreements or arrangements 
between physicians and Biomet’s Interpore Cross subsidiary for the period from 1999 through the date of the subpoena and the marketing and 
sales activities associated with Interpore Cross’ spinal products. We may need to devote significant time and resources to this inquiry and can 
give no assurances as to its final outcome.  

As a result of the merger, all obligations and liabilities of Biomet related to the above matters have been assumed by us as the combined 
company. From time to time, we are, and may continue to be, the subject of additional investigations. If, as a result of the investigations 
described above or any additional investigations, we are found to have violated one or more applicable laws, our business, financial condition, 
results of operations and cash flows could be materially adversely affected. If some of our existing business practices are challenged as unlawful, 
we may have to modify those practices, which could have a material adverse effect on our business, financial condition, results of operations and 
cash flows.  

We are subject to various governmental regulations relating to the manufacturing, labeling and marketing of our products, non-
compliance with which could adversely affect our business, financial condition and results of operations.  

The medical devices we design, develop, manufacture and market are subject to rigorous regulation by the FDA and numerous other 
federal, state and foreign governmental authorities. The process of obtaining regulatory approvals to market a medical device can be costly and 
time consuming and approvals might not be granted for future products on a timely basis, if at all. Delays in receipt of, or failure to obtain, 
approvals for future products could result in delayed realization of product revenues or in substantial additional costs.  

Both before and after a product is commercially released, we have ongoing responsibilities under FDA regulations. Compliance with the 
FDA’s requirements, including the Quality System regulation, recordkeeping regulations, labeling and promotional requirements and adverse 
event reporting regulations, is subject to continual review and is monitored rigorously through periodic inspections by the FDA, which may 
result in observations on Form 483, and in some cases warning letters, that require corrective action, or other forms of enforcement. If the FDA 
were to conclude that we are not in compliance with applicable laws or regulations, or that any of our medical devices are ineffective or pose an 
unreasonable health risk, the FDA could ban such medical devices, detain or seize adulterated or misbranded medical devices, order a recall, 
repair, replacement, or refund of payment of such devices, refuse to grant pending premarket approval applications, refuse to provide certificates 
to foreign governments for exports, and/or require us to notify healthcare professionals and others that the devices present unreasonable risks of 
substantial harm to the public health. The FDA may also impose operating restrictions on a company-wide basis, enjoin and restrain certain 
violations of applicable law pertaining to medical devices and assess civil or criminal penalties against our officers, employees or us. The FDA 
may also recommend prosecution to the DOJ. Any adverse regulatory action, depending on its magnitude, may restrict us from effectively 
marketing and selling our products and could have a material adverse effect on our business, financial condition and results of operations.  
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In 2012, we received a warning letter from the FDA citing concerns relating to certain manufacturing and validation processes pertaining 
to Trilogy Acetabular System products manufactured at our Ponce, Puerto Rico manufacturing facility. In June 2015, Biomet received a warning 
letter from the FDA that requested additional information to allow the FDA to evaluate the adequacy of Biomet’s responses to certain Form 483 
observations issued following an inspection of Biomet’s Zhejiang, China manufacturing facility in January 2015. As of June 30, 2015, these 
warning letters remained pending. Until the violations are corrected, we may become subject to additional regulatory action by the FDA, the 
FDA may refuse to grant premarket approval applications and/or the FDA may refuse to grant export certificates, any of which could have a 
material adverse effect on our business, financial condition and results of operations. Additional information regarding these and other FDA 
regulatory matters can be found in Note 16 to the interim condensed consolidated financial statements included in Part I, Item 1 of this report.  

Our products and operations are also often subject to the rules of industrial standards bodies, such as the International Standards 
Organization. If we fail to adequately address any of these regulations, our business could be harmed.  

Our success depends on our ability to effectively develop and market our products against those of our competitors.  

We operate in a highly competitive environment. Our present or future products could be rendered obsolete or uneconomical by 
technological advances by one or more of our present or future competitors or by other therapies, including biological therapies. To remain 
competitive, we must continue to develop and acquire new products and technologies. Competition is primarily on the basis of:  
   

   

   

   

   

In markets outside of the U.S., other factors influence competition as well, including:  
   

   

   

Our competitors may:  
   

   

   

   

   

Any of these factors, alone or in combination, could cause us to have difficulty maintaining or increasing sales of our products.  
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  •   technology; 

  •   innovation; 

  •   quality; 

  •   reputation; and 

  •   customer service. 

  •   local distribution systems; 

  •   complex regulatory environments; and 

  •   differing medical philosophies and product preferences. 

  •   have greater financial, marketing and other resources than us; 

  •   respond more quickly to new or emerging technologies; 

  •   undertake more extensive marketing campaigns; 

  •   adopt more aggressive pricing policies; or 

  •   be more successful in attracting potential customers, employees and strategic partners. 
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If we fail to retain the independent agents and distributors upon whom we rely heavily to market our products, customers may not buy 
our products and our revenue and profitability may decline.  

Our marketing success in the U.S. and abroad depends significantly upon our agents’ and distributors’ sales and service expertise in the 
marketplace. Many of these agents have developed professional relationships with existing and potential customers because of the agents’ 
detailed knowledge of products and instruments. Further, the legacy independent agents and distributors of us or Biomet may decide not to 
renew or may decide to seek to terminate, change and/or renegotiate their relationships with us and/or Biomet as a result of the merger. A loss of 
a significant number of the combined company’s agents could have a material adverse effect on our business and results of operations.  

If we do not introduce new products in a timely manner, our products may become obsolete over time, customers may not buy our 
products and our revenue and profitability may decline.  

Demand for our products may change, in certain cases, in ways we may not anticipate because of:  
   

   

   

   

   

   

   

Without the timely introduction of new products and enhancements, our products may become obsolete over time. If that happens, our 
revenue and operating results would suffer. The success of our new product offerings will depend on several factors, including our ability to:  
   

   

   

   

   

   

   

   

In addition, new materials, product designs and surgical techniques that we develop may not be accepted quickly, in some or all markets, 
because of, among other factors:  
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  •   evolving customer needs; 

  •   changing demographics; 

  •   slowing industry growth rates; 

  •   declines in the reconstructive implant market; 

  •   the introduction of new products and technologies; 

  •   evolving surgical philosophies; and 

  •   evolving industry standards. 

  •   properly identify and anticipate customer needs; 

  •   commercialize new products in a timely manner; 

  •   manufacture and deliver instruments and products in sufficient volumes on time; 

  •   differentiate our offerings from competitors’  offerings; 

  •   achieve positive clinical outcomes for new products; 

  •   satisfy the increased demands by healthcare payors, providers and patients for shorter hospital stays, faster post-operative recovery 
and lower-cost procedures; 

  •   innovate and develop new materials, product designs and surgical techniques; and 

  •   provide adequate medical education relating to new products. 

  •   entrenched patterns of clinical practice; 

  •   the need for regulatory clearance; and 

  •   uncertainty with respect to third-party reimbursement. 
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Moreover, innovations generally require a substantial investment in research and development before we can determine their commercial 
viability and we may not have the financial resources necessary to fund the production. In addition, even if we are able to successfully develop 
enhancements or new generations of our products, these enhancements or new generations of products may not produce revenue in excess of the 
costs of development and they may be quickly rendered obsolete by changing customer preferences or the introduction by our competitors of 
products embodying new technologies or features.  

If third-party payors decline to reimburse our customers for our products or reduce reimbursement levels, the demand for our products 
may decline and our ability to sell our products profitably may be harmed.  

We sell our products and services to hospitals, doctors, dentists and other healthcare providers, all of which receive reimbursement for the 
healthcare services provided to their patients from third-party payors, such as domestic and international government programs, private insurance 
plans and managed care programs. These third-party payors may deny reimbursement if they determine that a device used in a procedure was not 
in accordance with cost-effective treatment methods, as determined by the third-party payor, or was used for an unapproved indication. Third-
party payors may also decline to reimburse for experimental procedures and devices.  

In addition, third-party payors are increasingly attempting to contain healthcare costs by limiting both coverage and the level of 
reimbursement for medical products and services. If third-party payors reduce reimbursement levels to hospitals and other healthcare providers 
for our products, demand for our products may decline, or we may experience increased pressure to reduce the prices of our products, which 
could have a material adverse effect on our sales and results of operations.  

We have also experienced downward pressure on product pricing and other effects of healthcare reform in our international markets. If key 
participants in government healthcare systems reduce the reimbursement levels for our products, our sales and results of operations may be 
adversely affected.  

The U.S. healthcare reform law includes provisions that may materially adversely affect our business and results of operations.  

The Patient Protection and Affordable Care Act of 2010, as amended by the Health Care and Education Affordability Reconciliation Act of 
2010 (collectively, the Affordable Care Act), was signed into law in March 2010 and mandates health insurance coverage and other healthcare 
reforms with staggered effective dates from 2010 to 2018. As part of the Affordable Care Act, in January 2013 we began paying a 2.3 percent 
medical device excise tax on the vast majority of our U.S sales. We continue to identify ways to reduce spending in other areas to offset the 
earnings impact due to the tax. We have not been able to pass along the cost of the tax to hospitals, which continue to face cuts to their Medicare 
reimbursement under the Affordable Care Act and other legislation. Nor have we been able to offset the cost of the tax through higher sales 
volumes resulting from the expansion of health insurance coverage because of the demographics of the uninsured population. The medical 
device excise tax regulations and subsequent guidance from the U.S. Department of Treasury have not lessened the burden of complying with 
the excise tax statute. In addition, without the implementation of proper safeguards, the Affordable Care Act’s Medicare payment reforms, such 
as accountable care organizations and bundled payments, could provide additional incentives for healthcare providers to reduce spending on 
some of our medical device products and reduce utilization of hospital procedures that use our products. Accordingly, while it is still too early to 
fully understand and predict the full impact of the Affordable Care Act on our business, ongoing implementation could have a material adverse 
effect on our results of operations and cash flows.  
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The ongoing cost-containment efforts of healthcare purchasing organizations may have a material adverse effect on our results of 
operations.  

Many customers for our products have formed group purchasing organizations in an effort to contain costs. Group purchasing 
organizations negotiate pricing arrangements with medical supply manufacturers and distributors, and these negotiated prices are made available 
to a group purchasing organization’s affiliated hospitals and other members. If we are not one of the providers selected by a group purchasing 
organization, affiliated hospitals and other members may be less likely to purchase our products, and, if the group purchasing organization has 
negotiated a strict compliance contract for another manufacturer’s products, we may be precluded from making sales to members of the group 
purchasing organization for the duration of the contractual arrangement. Our failure to respond to the cost-containment efforts of group 
purchasing organizations may cause us to lose market share to our competitors and could have a material adverse effect on our sales and results 
of operations.  

We conduct a significant amount of our sales activity outside of the U.S., which subjects us to additional business risks and may cause 
our profitability to decline due to increased costs.  

We sell our products in more than 100 countries and derived almost 50 percent of our net sales in 2014 from outside the U.S. We intend to 
continue to pursue growth opportunities in sales internationally, including in emerging markets, which could expose us to additional risks 
associated with international sales and operations. Our international operations are, and will continue to be, subject to a number of risks and 
potential costs, including:  
   

   

   

   

   

   

   

   

   

   

   

   

   

   

Violations of foreign laws or regulations could result in fines, criminal sanctions against us, our officers or our employees, prohibitions on 
the conduct of our business and damage to our reputation.  

We may have additional tax liabilities.  

We are subject to income taxes in the U.S. and many foreign jurisdictions. Significant judgment is required in determining our worldwide 
provision for income taxes. In the ordinary course of our business, there are many  
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  •   changes in foreign medical reimbursement policies and programs; 

  •   unexpected changes in foreign regulatory requirements; 

  •   differing local product preferences and product requirements; 

  •   fluctuations in foreign currency exchange rates; 

  •   diminished protection of intellectual property in some countries outside of the U.S.; 

  •   trade protection measures and import or export requirements that may prevent us from shipping products to a particular market and 
may increase our operating costs; 

  •   foreign exchange controls that might prevent us from repatriating cash earned in countries outside the U.S.; 

  •   complex data privacy requirements and labor relations laws; 

  •   extraterritorial effects of U.S. laws such as the FCPA; 

  •   effects of foreign anti-corruption laws, such as the UK Bribery Act; 

  •   difficulty in staffing and managing foreign operations; 

  •   labor force instability; 

  •   potentially negative consequences from changes in tax laws; and 

  •   political and economic instability. 
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transactions and calculations where the ultimate tax determination is uncertain. We regularly are under audit by tax authorities. Although we 
believe our tax estimates are reasonable, the final determination of tax audits and any related litigation could be materially different from our 
historical income tax provisions and accruals. The results of an audit or litigation could have a material effect on our financial statements in the 
period or periods for which that determination is made.  

We earn a significant amount of our operating income from outside the U.S., and any repatriation of funds representing earnings of foreign 
subsidiaries may significantly impact our effective tax rates. In addition, there have been proposals to change U.S. tax laws that would 
significantly impact how U.S. multinational corporations are taxed on foreign earnings. Although we cannot predict whether or in what form this 
proposed legislation will pass, if enacted it could have a material adverse impact on our tax expense and cash flow.  

We are subject to risks arising from currency exchange rate fluctuations, which can increase our costs, cause our profitability to 
decline and expose us to counterparty risks.  

A substantial portion of our foreign revenues is generated in Europe and Japan. The U.S. Dollar value of our foreign-generated revenues 
varies with currency exchange rate fluctuations. Significant increases in the value of the U.S. Dollar relative to the Euro or the Japanese Yen, as 
well as other currencies, could have a material adverse effect on our results of operations. Although we address currency risk management 
through regular operating and financing activities, and, on a limited basis, through the use of derivative financial instruments, those actions may 
not prove to be fully effective.  

Pending and future product liability claims and litigation could adversely impact our financial condition and results of operations and 
impair our reputation.  

Our business exposes us to potential product liability risks that are inherent in the design, manufacture and marketing of medical devices. 
In the ordinary course of business, we are the subject of product liability lawsuits alleging that component failures, manufacturing flaws, design 
defects or inadequate disclosure of product-related risks or product-related information resulted in an unsafe condition or injury to patients. As 
discussed further in Note 16 to the interim condensed consolidated financial statements included in Part I, Item 1 of this report, we are defending 
product liability lawsuits relating to the Durom Cup, certain products within the NexGen Knee System, and the M2a-Magnum hip system. The 
majority of the Durom Cup cases are pending in a federal MDL in the District of New Jersey ( In Re: Zimmer Durom Hip Cup Products Liability 
Litigation ); the majority of the NexGen Knee System cases are pending in a federal MDL in the Northern District of Illinois ( In Re: Zimmer 
NexGen Knee Implant Products Liability Litigation ); and the majority of the M2a-Magnum hip system cases are pending in a federal MDL in 
the Northern District of Indiana (In Re: Biomet M2a Magnum Hip Implant Products Liability Litigation) . We are also currently defending a 
number of other product liability lawsuits and claims related to various other products. Any product liability claim brought against us, with or 
without merit, can be costly to defend. Product liability lawsuits and claims, safety alerts or product recalls, regardless of their ultimate outcome, 
could have a material adverse effect on our business and reputation and on our ability to attract and retain customers.  

Although we maintain third-party product liability insurance coverage, we have substantial self-insured retention amounts that we must 
pay in full before obtaining any insurance proceeds to satisfy a judgment or settlement. Furthermore, even if any product liability loss is covered 
by our insurance, it is possible that claims against us may exceed the coverage limits of our insurance policies and we would have to pay the 
amount of any settlement or judgment that is in excess of our policy limits. Product liability claims in excess of applicable insurance could have 
a material adverse effect on our business, financial condition and results of operations.  
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We are substantially dependent on patent and other proprietary rights, and failing to protect such rights or to be successful in litigation 
related to our rights or the rights of others may result in our payment of significant monetary damages and/or royalty payments, negatively 
impact our ability to sell current or future products, or prohibit us from enforcing our patent and other proprietary rights against others.  

Claims of intellectual property infringement and litigation regarding patent and other intellectual property rights are commonplace in our 
industry and are frequently time consuming and costly. At any given time, we may be involved as either plaintiff or defendant in a number of 
patent infringement actions, the outcomes of which may not be known for prolonged periods of time. While it is not possible to predict the 
outcome of patent and other intellectual property litigation, such litigation could result in our payment of significant monetary damages and/or 
royalty payments, negatively impact our ability to sell current or future products, or prohibit us from enforcing our patent and proprietary rights 
against others, which could have a material adverse effect on our business and results of operations.  

Patents and other proprietary rights are essential to our business. We rely on a combination of patents, trade secrets and non-disclosure and 
other agreements to protect our proprietary intellectual property, and we will continue to do so. While we intend to defend against any threats to 
our intellectual property, these patents, trade secrets and other agreements may not adequately protect our intellectual property. Further, our 
currently pending or future patent applications may not result in patents being issued to us, patents issued to or licensed by us in the past or in the 
future may be challenged or circumvented by competitors, and such patents may be found invalid, unenforceable or insufficiently broad to 
protect our technology or to provide us with any competitive advantage. Third parties could obtain patents that may require us to negotiate 
licenses to conduct our business, and the required licenses may not be available on reasonable terms or at all.  

In addition, intellectual property rights may be unavailable or of limited effect in some foreign countries. If we do not obtain sufficient 
international protection for our intellectual property, our competitiveness in international markets could be impaired, which could limit our 
growth and revenue.  

We also attempt to protect our trade secrets, proprietary know-how and continuing technological innovation with security measures, 
including the use of non-disclosure and other agreements with our employees, consultants and collaborators. We cannot be certain that these 
agreements will not be breached, that we will have adequate remedies for any breach, that others will not independently develop substantially 
equivalent proprietary information, or that third parties will not otherwise gain access to our trade secrets or proprietary knowledge.  

We are involved in legal proceedings that may result in adverse outcomes.  

In addition to intellectual property and product liability claims and lawsuits, we are involved in various commercial litigation and claims 
and other legal proceedings that arise from time to time in the ordinary course of our business. Although we believe we have substantial defenses 
in these matters, litigation and other claims are subject to inherent uncertainties and management’s view of these matters may change in the 
future. Given the uncertain nature of legal proceedings generally, we are not able in all cases to estimate the amount or range of loss that could 
result from an unfavorable outcome. We could in the future incur judgments or enter into settlements of claims that could have a material 
adverse effect on our results of operations in any particular period.  

We are increasingly dependent on sophisticated information technology and if we fail to effectively maintain or protect the integrity of 
our information systems and data, our business could be adversely affected.  

We are increasingly dependent on sophisticated information technology for our products and infrastructure. As a result of technology 
initiatives, recently enacted regulations, changes in our system platforms and integration of new business acquisitions, including the Biomet 
merger, we have been consolidating and  
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integrating the number of systems we operate and have upgraded and expanded our information systems capabilities. Our information systems 
require an ongoing commitment of significant resources to maintain, protect, and enhance existing systems and develop new systems to keep 
pace with continuing changes in information technology, evolving systems and regulatory standards, and the increasing need to protect patient 
and customer information. In addition, third parties may attempt to gain unauthorized access to our products or systems and may obtain data 
relating to patients or our proprietary information. If we fail to maintain or protect our information systems and data integrity effectively, we 
could:  
   

   

   

   

   

   

   

   

   

While we have invested heavily in the protection of our data and information technology, there can be no assurance that our activities 
related to consolidating the number of systems we operate, upgrading and expanding our information systems capabilities, protecting and 
enhancing our systems and implementing new systems will be successful or that systems issues will not arise in the future. Any significant 
breakdown, intrusion, interruption, corruption or destruction of these systems could have a material adverse effect on our business.  

Future material impairments in the carrying value of our intangible assets, including goodwill, would negatively affect our operating 
results.  

Our assets include intangible assets, primarily goodwill. At June 30, 2015, we had $7.7 billion in goodwill. The goodwill results from our 
acquisition activity, including the Biomet merger, and represents the excess of the consideration transferred over the fair value of the net assets 
acquired. We assess at least annually whether events or changes in circumstances indicate that the carrying value of our intangible assets may not 
be recoverable. If the operating performance at one or more of our business units falls significantly below current levels, if competing or 
alternative technologies emerge, or if market conditions or future cash flow estimates for one or more of our businesses decline, we could be 
required, under current U.S. accounting rules, to record a non-cash charge to operating earnings for the amount of the impairment. Any write-off 
of a material portion of our unamortized intangible assets would negatively affect our results of operations.  

We depend on a limited number of suppliers for some key raw materials and outsourced activities.  

We use a number of suppliers for raw materials that we need to manufacture our products and to outsource some key manufacturing 
activities. These suppliers must provide the materials and perform the activities to our standards for us to meet our quality and regulatory 
requirements. Some key raw materials and outsourced activities can only be obtained from a single source or a limited number of sources. A 
prolonged disruption or other inability to obtain these materials or outsource key manufacturing activities could materially and adversely affect 
our ability to satisfy demand for our products.  
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  •   lose existing customers; 

  •   have difficulty attracting new customers; 

  •   have problems in determining product cost estimates and establishing appropriate pricing; 

  •   have difficulty preventing, detecting, and controlling fraud; 

  •   have disputes with customers, physicians, and other healthcare professionals; 

  •   have regulatory sanctions or penalties imposed; 

  •   incur increased operating expenses; 

  •   incur expenses or lose revenues as a result of a data privacy breach; or 

  •   suffer other adverse consequences. 
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The “conflict minerals” rule may adversely affect the sourcing, availability and pricing of materials used in the manufacture of our 
products, may increase our costs, cause our profitability to decline and harm our reputation.  

We are subject to the SEC’s rule regarding disclosure of the use of certain minerals, known as “conflict minerals” (tantalum, tin and 
tungsten (or their ores) and gold), which are mined from the Democratic Republic of the Congo and adjoining countries. We filed reports on 
Form SD with the SEC regarding such matters in June 2014 and 2015 and are required to file on an annual basis going forward. This rule could 
adversely affect the sourcing, availability and pricing of materials used in the manufacture of our products, which could adversely affect our 
manufacturing operations and our profitability. In addition, we are incurring additional costs to comply with this rule, including costs related to 
determining the source of any relevant minerals and metals used in our products. We have a complex supply chain and we may not be able to 
sufficiently verify the origins of the minerals and metals used in our products through the due diligence procedures that we implement. As a 
result, we may face reputational challenges with our customers and other stakeholders.  

   

None  

   

None  

   

Not applicable  

   

During the three month period ended June 30, 2015, the Audit Committee of our Board of Directors was not asked to, and did not, approve 
the engagement of PricewaterhouseCoopers LLP, our independent registered public accounting firm, to perform any non-audit services. This 
disclosure is made pursuant to Section 10A(i)(2) of the Exchange Act, as added by Section 202 of the Sarbanes-Oxley Act of 2002.  
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 

Item 3. Defaults Upon Senior Securities 

Item 4. Mine Safety Disclosures 

Item 5. Other Information 
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The following exhibits are filed or furnished as part of this report:  
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Item 6. Exhibits 

    3.1 
   

Certificate of Amendment of Restated Certificate of Incorporation of Zimmer Holdings, Inc., dated June 24, 2015 (incorporated 
by reference to Exhibit 3.1 to the Registrant’s Current Report on Form 8-K filed on June 26, 2015) 

    3.2 
   

Restated Certificate of Incorporation of Zimmer Biomet Holdings, Inc., dated June 24, 2015 (incorporated by reference to 
Exhibit 3.2 to the Registrant’s Current Report on Form 8-K filed on June 26, 2015) 

    3.3 
   

Restated By-Laws of Zimmer Biomet Holdings, Inc., effective June 24, 2015 (incorporated by reference to Exhibit 3.3 to the 
Registrant’s Current Report on Form 8-K filed on June 26, 2015) 

    4.1    Specimen Common Stock Certificate 

  10.1* 
   

Form of Change in Control Severance Agreement with Daniel P. Florin, Tony W. Collins, Adam R. Johnson, Stuart G. 
Kleopfer, David A. Nolan, Jr. and Daniel E. Williamson 

  10.2* 
   

Form of Confidentiality, Non-Competition and Non-Solicitation Agreement (incorporated by reference to Exhibit 10.3 to the 
Registrant’s Current Report on Form 8-K filed on June 26, 2015) 

  10.3 
   

Deferred Prosecution Agreement, dated March 26, 2012, between Biomet, Inc. and the United States Department of Justice, 
Criminal Division, Fraud Section 

  31.1 
   

Certification pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934 of the Chief Executive Officer, as 
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

  31.2 
   

Certification pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934 of the Chief Financial Officer, as 
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

  32    Certifications pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

101.INS    XBRL Instance Document 

101.SCH    XBRL Taxonomy Extension Schema Document 

101.CAL    XBRL Taxonomy Extension Calculation Linkbase Document 

101.LAB    XBRL Taxonomy Extension Label Linkbase Document 

101.PRE    XBRL Taxonomy Extension Presentation Linkbase Document 

101.DEF    XBRL Taxonomy Extension Definition Linkbase Document 

* Management contract or compensatory plan or arrangement 
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SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf 
by the undersigned thereunto duly authorized.  
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    ZIMMER BIOMET HOLDINGS, INC. 
    (Registrant) 

Date: August 10, 2015     By:  
   

  /s/ Daniel P. Florin 
      Daniel P. Florin 

      
Senior Vice President and  
Chief Financial Officer  

Date: August 10, 2015     By:  
   

  /s/ Tony W. Collins 
      Tony W. Collins 

      
Vice President, Finance, Corporate  
Controller and Chief Accounting Officer  



  
   Exhibit 4.1 NUMBER SHARES ZIMMER BIOMET ZC Holdings, Inc. COMMON STOCK INCORPORATED UNDER THE LAWS OF THE STATE OF DELAWARE SEE REVERSE FOR CERTAIN DEFINITIONS CUSIP 98956P 10 2 THIS CERTIFIES THAT IS THE OWNER OF FULLY PAID AND NON-ASSESSABLE SHARES OF THE COMMON STOCK OF Zimmer Biomet Holdings, Inc. (hereinafter called the “Corporation” ), transferable on the books of said Corporation by the holder hereof in person or by duly authorized attorney upon surrender of this Certificate properly endorsed. This Certificate and the shares represented hereby are issued and shall be held subject to all of the provisions of the Certificate of Incorporation of the Corporation, to all of which the holder by acceptance hereof assents. This Certificate is not valid until countersigned by the Transfer Agent and registered by the Registrar. Witness the seal of said Corporation and the signatures of its duly authorized officers. Dated /s/ David C. Dvorak /s/ Chad F. Phipps [Corporate Seal] PRESIDENT AND SENIOR VICE PRESIDENT, CHIEF EXECUTIVE OFFICER GENERAL COUNSEL AND SECRETARY COUNTERSIGNED AND REGISTERED: AMERICAN STOCK TRANSFER &amp; TRUST COMPANY, LLC (Brooklyn, NY) TRANSFER AGENT AND REGISTRAR AUTHORIZED SIGNATURE  



  
   Zimmer Biomet Holdings, Inc. ZIMMER BIOMET HOLDINGS, INC. WILL FURNISH WITHOUT CHARGE TO EACH STOCKHOLDER WHO SO REQUESTS A STATEMENT OF THE DESIGNATIONS AND THE POWERS, PREFERENCES AND RIGHTS, AND THE QUALIFICATIONS, LIMITATIONS OR RESTRICTIONS THEREOF, OF EACH CLASS OF STOCK OR SERIES THEREOF SET FORTH IN THE CERTIFICATE OF INCORPORATION, WHICH THE CORPORATION IS AUTHORIZED TO ISSUE. The following abbreviations, when used in the inscription on the face of this certificate, shall be construed as though they were written out in full according to applicable laws or regulations: TEN COM – as tenants in common UNIF GIFT MIN ACT —             Custodian            TEN ENT – as tenants by the entireties (Cust) (Minor) JT TEN – as joint tenants with right of under Uniform Gifts to Minors Act survivorship and not as tenants             in common (State) Additional abbreviations may also be used though not in the above list. For Value Received,             hereby sell, assign and transfer unto PLEASE PRINT OR TYPE NAME AND ADDRESS OF ASSIGNEE PLEASE INSERT TAXPAYER Name IDENTIFYING NUMBER OF ASSIGNEE Street SHARES City, State and Zip Code PLEASE PRINT OR TYPE NAME AND ADDRESS OF ASSIGNEE PLEASE INSERT TAXPAYER Name IDENTIFYING NUMBER OF ASSIGNEE Street SHARES City, State and Zip Code PLEASE PRINT OR TYPE NAME AND ADDRESS OF ASSIGNEE PLEASE INSERT TAXPAYER Name IDENTIFYING NUMBER OF ASSIGNEE Street SHARES City, State and Zip Code of the Common Stock represented by the within Certificate, and do hereby irrevocably constitute and appoint             Attorney to transfer the said stock on the books of the within-named Corporation with full power of substitution in the premises. Dated,             X            NOTICE: THE SIGNATURE TO THIS ASSIGNMENT MUST CORRESPOND WITH THE NAME AS WRITTEN UPON THE FACE OF THE CERTIFICATE IN EVERY PARTICULAR, WITHOUT ALTERNATION OR ENLARGEMENT OR ANY CHANGE WHATEVER SIGNATURE(S) GUARANTEED: By            THE SIGNATURE(S) MUST BE GUARANTEED BY AN ELIGIBLE GUARANTOR INSTITUTION (BANKS, STOCKBROKERS, SAVINGS AND LOAN ASSOCIATIONS AND CREDIT UNIONS WITH MEMBERSHIP IN AN APPROVED SIGNATURE GUARANTEE MEDALLION PROGRAM), PURSUANT TO S.E.C. RULE 17Ad-15.  



Exhibit 10.1 

CHANGE IN CONTROL SEVERANCE AGREEMENT  

THIS AGREEMENT, dated as of                           , 2015, is made by and between ZIMMER BIOMET HOLDINGS, INC., a 
Delaware corporation (the “Company”), and                              (the “Executive”). The capitalized words and terms used throughout this 
Agreement are defined in Article XIII.  

Recitals  

A. The Company considers it essential to the best interests of its stockholders to foster the continuous employment of key 
management personnel.  

B. The Board recognizes that, as is the case with many publicly held corporations, the possibility of a Change in Control exists and 
that such a possibility, and the uncertainty and questions that it may raise among management, may result in the departure or distraction of 
management personnel to the detriment of the Company and its stockholders.  

C. The Board has determined that appropriate steps should be taken to reinforce and encourage the continued attention and 
dedication of members of the Company’s management, including the Executive, to their assigned duties without distraction in the face of 
potentially disturbing circumstances arising from the possibility of a Change in Control.  

D. The parties intend that no amount or benefit will be payable under this Agreement unless a termination of the Executive’s 
employment with the Company occurs following a Change in Control, or is deemed to have occurred following a Change in Control, as provided 
in this Agreement.  



Agreement  

In consideration of the premises and the mutual covenants and agreements set forth below, the Company and the Executive agree as 
follows:  

ARTICLE I  

Term of Agreement  

This Agreement will commence on the date stated above and will continue in effect through December 31, 2015. Beginning on 
January 1, 2016, and each subsequent January 1, the term of this Agreement will automatically be extended for one additional year, unless either 
party gives the other party written notice not to extend this Agreement at least 30 days before the extension would otherwise become effective or 
unless a Change in Control occurs. If a Change in Control occurs during the term of this Agreement, this Agreement will continue in effect for a 
period of 24 months from the end of the month in which the Change in Control occurs. Notwithstanding the foregoing provisions of this Article, 
this Agreement will terminate on the Executive’s Retirement Date.  

ARTICLE II  

Compensation other than Severance Payments  

SECTION 2.01. Disability Benefits . Following a Change in Control and during the term of this Agreement, during any period that 
the Executive fails to perform the Executive’s full-time duties with the Company as a result of Disability, the Executive will receive short-term 
and long-term disability benefits as provided under short-term and long-term disability plans having terms no less favorable than the terms of the 
Company’s short-term and long-term disability plans as in effect immediately prior to the Change in Control, together with all other 
compensation and benefits payable to the Executive pursuant to the terms of any compensation or benefit plan, program, or arrangement 
maintained by the Company during the period of Disability.  
   

2  



SECTION 2.02. Compensation Previously Earned . If the Executive’s employment is terminated for any reason following a Change 
in Control and during the term of this Agreement, the Company will pay the Executive’s salary accrued through the Date of Termination, at the 
rate in effect at the time the Notice of Termination is given, together with all other compensation and benefits payable to the Executive through 
the Date of Termination under the terms of any compensation or benefit plan, program, or arrangement maintained by the Company during that 
period.  

SECTION 2.03. Normal Post-Termination Compensation and Benefits . Except as provided in Section 3.01, if the Executive’s 
employment is terminated for any reason following a Change in Control and during the term of this Agreement, the Company will pay the 
Executive the normal post-termination compensation and benefits payable to the Executive under the terms of the Company’s retirement, 
insurance, and other compensation or benefit plans, programs, and arrangements, as in effect immediately prior to the Change in Control. This 
provision does not restrict the Company’s right to amend, modify, or terminate any plan, program, or arrangement prior to a Change in Control.  

SECTION 2.04. No Duplication . Notwithstanding any other provision of this Agreement to the contrary, the Executive will not be 
entitled to duplicate benefits or compensation under this Agreement and the terms of any other plan, program, or arrangement maintained by the 
Company or any affiliate.  
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ARTICLE III  

Severance Payments  

SECTION 3.01. Payment Triggers .  

(a) In lieu of any other severance compensation or benefits to which the Executive may otherwise be entitled under any plan, 
program, policy, or arrangement of the Company (and which the Executive hereby expressly waives), the Company will pay the Executive the 
Severance Payments described in Section 3.02 upon termination of the Executive’s employment following a Change in Control and during the 
term of this Agreement, in addition to the payments and benefits described in Article II, unless the termination is (1) by the Company for Cause, 
(2) by reason of the Executive’s death, or (3) by the Executive without Good Reason.  

(b) For purposes of this Section 3.01, the Executive’s employment will be deemed to have been terminated following a Change in 
Control by the Company without Cause or by the Executive with Good Reason if (1) the Executive’s employment is terminated without Cause 
prior to a Change in Control at the direction of a Person who has entered into an agreement with the Company, the consummation of which will 
constitute a Change in Control; or (2) the Executive terminates his employment with Good Reason prior to a Change in Control (determined by 
treating a Potential Change in Control as a Change in Control in applying the definition of Good Reason), if the circumstance or event that 
constitutes Good Reason occurs at the direction of such a Person.  

(c) The Severance Payments described in this Article III are subject to the conditions stated in Article VI.  
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SECTION 3.02. Severance Payments . The following are the Severance Payments referenced in Section 3.01:  

(a) Lump Sum Severance Payment . In lieu of any further salary payments to the Executive for periods after the Date of Termination, 
and in lieu of any severance benefits otherwise payable to the Executive, the Company will pay to the Executive, in accordance with 
Section 3.04, a lump sum severance payment, in cash, equal to two (or, if less, the number of years, including fractions, from the Date of 
Termination until the Executive reaches his Retirement Date), times the sum of (1) the higher of the Executive’s annual base salary in effect 
immediately prior to the event or circumstance upon which the Notice of Termination is based or in effect immediately prior to the Change in 
Control, and (2) if Severance Payments are triggered under Section 3.01(a), the amount of the Executive’s target annual bonus entitlement under 
the Incentive Plan (or any other bonus plan of the Company then in effect) as in effect immediately prior to the event or circumstance giving rise 
to the Notice of Termination, or, if Severance Payments are triggered under Section 3.01(b), the amount of the largest aggregate annual bonus 
paid to the Executive with respect to the three years immediately prior to the year in which the Notice of Termination was given. If the Board 
determines that it is not workable to determine the amount that the Executive’s target bonus would have been for the year in which the Notice of 
Termination was given, then, for purposes of this paragraph (a), the Executive’s target annual bonus entitlement will be the amount of the largest 
aggregate annual bonus paid to the Executive with respect to the three years immediately prior to the year in which the Notice of Termination 
was given.  

(b) Incentive Compensation . Notwithstanding any provision of the Incentive Plan or any other compensation or incentive plans of 
the Company, the Company will pay to the Executive, in accordance with Section 3.04, a lump sum amount, in cash, equal to the sum of (1) any 
incentive compensation that has been allocated or awarded to the Executive for a  
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completed calendar year or other measuring period preceding the Date of Termination (to the extent not payable pursuant to Section 2.02) 
provided that, if Severance Payments are triggered under Section 3.01(b), the performance conditions applicable to such incentive compensation 
are met, and (2) if Severance Payments are triggered under Section 3.01(a), a pro rata portion (based on elapsed time) to the Date of Termination 
of the aggregate value of all contingent incentive compensation awards to the Executive for the current calendar year or other measuring period 
under the Incentive Plan, the Award Plan, or any other compensation or incentive plans of the Company, calculated as to each such plan using 
the Executive’s annual target percentage under that plan for that year or other measuring period and as if all conditions for receiving that target 
award had been met, or, if Severance Payments are triggered under Section 3.01(b), then with respect to each such plan, an amount equal to the 
average annual award paid to the Executive under such plan during the three years immediately prior to the year in which the Notice of 
Termination was given multiplied by a fraction, the numerator of which is the number of whole months elapsed since the beginning of the 
calendar year or other measuring period to the Date of Termination and the denominator of which is 12 (or the number of whole months in the 
measuring period).  

(c) Options and Restricted Shares . All outstanding Options will become immediately vested and exercisable (to the extent not yet 
vested and exercisable as of the Date of Termination). To the extent not otherwise provided under the written agreement evidencing the grant of 
any restricted Shares to the Executive, all outstanding Shares that have been granted to the Executive subject to restrictions that, as of the Date of 
Termination, have not yet lapsed will lapse automatically upon the Date of Termination, and the Executive will own those Shares free and clear 
of all such restrictions. Notwithstanding the foregoing, options and restricted Shares remain subject to any forfeiture or clawback claims under 
the applicable option plan or award agreement.  
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(d) Welfare Benefits . Except as otherwise provided in this Section 3.02(d), for a 24-month period after the Date of Termination, the 
Company will arrange to provide the Executive with life insurance coverage substantially similar to that which the Executive is receiving from 
the Company immediately prior to the Notice of Termination (without giving effect to any reduction in that coverage subsequent to a Change in 
Control). Life insurance coverage otherwise receivable by the Executive pursuant to this Section 3.02(d) will be reduced to the extent 
comparable coverage is actually received by or made available to the Executive without greater cost to Executive than as provided by the 
Company during the 24-month period following the Executive’s termination of employment (and the Executive will report to the Company any 
such coverage actually received by or made available to the Executive).  

If, as of the Date of Termination, the Company reasonably determines that the continued life insurance coverage required by this 
Section 3.02(d) is not available from the Company’s group insurance carrier, cannot be procured from another carrier, and cannot be provided on 
a self-insured basis without adverse tax consequences to the Executive or his death beneficiary, then, in lieu of continued life insurance 
coverage, the Company will pay the Executive, in accordance with Section 3.04, a lump sum payment, in cash, equal to 24 times the full 
monthly premium payable to the Company’s group insurance carrier for comparable coverage for an executive employee under the Company’s 
group life insurance plan then in effect.  
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The Company will offer the Executive and any eligible family members the opportunity to elect to continue medical and dental 
coverage pursuant to COBRA. The Executive will be responsible for paying the required monthly premium for that coverage, but the Company 
will pay the Executive, in accordance with Section 3.04, a lump sum cash stipend equal to 24 times the monthly COBRA premium then charged 
to qualified beneficiaries for the same level of health and dental coverage the Executive had in effect immediately prior to his termination, and 
the Executive may, but is not required to, choose to use the stipend for the payment of COBRA premiums for any COBRA coverage that the 
Executive or eligible family members may elect. The Company will pay the stipend to the Executive whether or not the Executive or any eligible 
family member elects COBRA coverage, whether or not the Executive continues COBRA coverage for the maximum period permitted by law, 
and whether or not the Executive receives medical or dental coverage from another employer while the Executive is receiving COBRA 
continuation coverage. Payment of the stipend will not in any way extend or modify the Executive’s continuation coverage rights under COBRA 
or any similar continuation coverage law.  

(e) Matching and Fixed Contributions . In addition to the vested amounts, if any, to which the Executive is entitled under the Savings 
Plan as of the Date of Termination, the Company will pay the Executive, in accordance with Section 3.04, a lump sum amount equal to the value 
of the unvested portion, if any, of the employer matching and fixed contributions (and attributable earnings) credited to the Executive under the 
Savings Plan.  

(f) Outplacement Services . For a period not to exceed six (6) months following the Date of Termination, the Company will provide 
the Executive with reasonable outplacement services consistent with past practices of the Company prior to the Change in Control or, if no past 
practice has been established prior to the Change in Control, consistent with the prevailing practice in the medical device manufacturing 
industry.  
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SECTION 3.03. Limitation on Severance Payments .  

(a) Notwithstanding anything to the contrary contained in this Agreement, in the event that any Severance Payments paid or payable 
to the Executive or for his benefit pursuant to the terms of this Agreement or otherwise in connection with a Change in Control (“Total 
Payments”) would be subject to any Excise Tax, then the value of the Total Payments will be reduced to the extent necessary so that, within the 
meaning of Code Section 280G(b)(2)(A)(ii), the aggregate present value of the payments in the nature of compensation to (or for the benefit of) 
the Executive that are contingent on a Change in Control (with a Change in Control for this purpose being defined in terms of a “change” 
described in Code Section 280G(b)(2)(A)(i) or (ii)), do not exceed 2.999 multiplied by the Base Amount. For this purpose, cash Severance 
Payments will be reduced first (if necessary, to zero), and all other, non-cash Severance Payments will be reduced next (if necessary, to zero). 
For purposes of the limitation described in the preceding sentence, the following will not be taken into account: (1) any portion of the Total 
Payments the receipt or enjoyment of which the Executive effectively waived in writing prior to the Date of Termination, and (2) any portion of 
the Total Payments that, in the opinion of the Accounting Firm, does not constitute a “parachute payment” within the meaning of Code 
Section 280G(b)(2).  

(b) For purposes of this Section 3.03, the determination of whether any portion of the Total Payments would be subject to an Excise 
Tax will be made by an Accounting Firm selected by the Company and reasonably acceptable to the Executive. For purposes of that 
determination, the value of any non-cash benefit or any deferred payment or benefit included in the Total Payments will be determined by the 
Accounting Firm in accordance with the principles of Section 280G(d)(3) and (4).  
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SECTION 3.04. Time of Payment . Except as otherwise expressly provided in Section 3.02, payments provided for in that Section 
will be made as follows:  

(a) Subject to Section 3.04(c), if Executive signs and does not rescind the General Release in accordance with Section 6.03, the 
Company will pay to the Executive the amount due under Section 3.02 on the sixtieth (60 th ) business day (or the previous business if the 60 th 

day is a holiday or weekend) following the Date of Termination.  

(b) At the time that payment is made under Section 3.04(a), the Company will provide the Executive with a written statement setting 
forth the manner in which all of the payments to Executive under this Agreement were calculated and the basis for the calculations including, 
without limitation, any opinions or other advice the Company received from auditors or consultants (other than legal counsel) with respect to the 
calculations (and any such opinions or advice that are in writing will be attached to the statement).  

(c) Notwithstanding any of the foregoing, if, as of the date of the Executive’s separation from service, the Executive is a “specified 
employee” under the Section 409A Standards, any and all payments under this Agreement that constitute deferred compensation under the 
Section 409A Standards shall be suspended until, and will be payable on, the date that is six (6) months after the Executive’s separation from 
service (or, if earlier, the date the Executive dies after separation from service).  

SECTION 3.05. Attorneys’  Fees and Expenses . To the extent permissible under the Section 409A Standards, if the Executive finally 
prevails with respect to any bona fide, good faith dispute between the Executive and the Company regarding the interpretation, terms, validity or 
enforcement of this Agreement (including any dispute as to the amount of any payment due under this Agreement), the Company will pay or 
reimburse the Executive for all  
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reasonable attorneys’ fees and expenses incurred by the Executive in connection with that dispute pursuant to the terms of this paragraph. 
Payment or reimbursement of those fees and expenses will be made within fifteen (15) business days after delivery of the Executive’s written 
request for payment, accompanied by such evidence of fees and expenses incurred as the Company reasonably may require, but the Executive 
may not submit such a request until the dispute has been finally resolved by a legally binding settlement or by an order or judgment that is not 
subject to appeal or with respect to which all appeals have been exhausted. Any payment pursuant to this paragraph will be made no later than 
the end of the calendar year following the calendar year in which the dispute is finally resolved by a legally binding settlement or nonappealable 
judgment or order.  

In addition, the Company will pay the reasonable legal fees and expenses incurred by the Executive in connection with any tax audit 
or proceeding to the extent attributable to the application of Code Section 4999 to any payment or benefit provided under this Agreement and 
including, but not limited to, auditors’ fees incurred in connection with the audit or proceeding. Payment pursuant to the preceding sentence shall 
be made within fifteen (15) business days after the delivery of the Executive’s written request for payment, accompanied by such evidence of 
fees and expenses incurred as the Company reasonably may require, but in no case later than the end of the calendar year following the calendar 
year in which the audit is completed or there is a final and nonappealable settlement or other resolution of the matter.  
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ARTICLE IV  

Termination of Employment  

SECTION 4.01. Notice of Termination . After a Change in Control and during the term of this Agreement, any purported termination 
of the Executive’s employment (other than by reason of death) will be communicated by a written Notice of Termination from one party to the 
other party in accordance with Article VIII. The Notice of Termination will indicate the specific termination provision in this Agreement relied 
upon and will set forth in reasonable detail the facts and circumstances claimed to provide a basis for termination of the Executive’s employment 
under the cited provision.  

SECTION 4.02. Date of Termination . Except as otherwise provided in Section 4.01, with respect to any purported termination of the 
Executive’s employment after a Change in Control and during the term of this Agreement, the term “Date of Termination” will have the meaning 
set forth in this Section. If the Executive’s employment is terminated for Disability, Date of Termination means thirty (30) days after Notice of 
Termination is given, provided that the Executive does not return to the full-time performance of the Executive’s duties during that 30-day 
period. If the Executive’s employment is terminated for any other reason, Date of Termination means the date specified in the Notice of 
Termination, which, in the case of a termination by the Company, cannot be less than 30 days (except in the case of a termination for Cause) 
and, in the case of a termination by the Executive, cannot be less than 15 days nor more than 60 days from the date on which the Notice of 
Termination is given.  

ARTICLE V  

No Mitigation  

The Company agrees that, if the Executive’s employment by the Company is terminated during the term of this Agreement, the 
Executive is not required to seek other employment or to attempt in any way to reduce any amounts payable to the Executive by the Company 
pursuant to Article III. Further, the amount of any payment or benefit provided for in Article III (other than Section 3.02(d)) will not be reduced 
by any compensation earned by the Executive as the result of employment by another employer, by retirement benefits, by offset against any 
amount claimed to be owed by the Executive to the Company, or otherwise.  
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ARTICLE VI  

The Executive’s Covenants  

SECTION 6.01. Noncompetition Agreement . In consideration for this Agreement, the Executive will execute, concurrent with the 
execution of this Agreement, a noncompetition agreement with the Company; provided, however, that if the Executive has an existing 
noncompetition agreement with the Company, the Company, rather than entering into a new noncompetition agreement with the Executive, may 
instead, as a condition to entering into this agreement, require that the Executive acknowledge and affirm his continuing obligations under such 
existing noncompetition agreement and re-affirm his agreement to honor the obligations as set forth in that document.  

SECTION 6.02. Potential Change in Control . The Executive agrees that, subject to the terms and conditions of this Agreement, in 
the event of a Potential Change in Control during the term of this Agreement, the Executive will remain employed by the Company until the 
earliest of (a) a date that is six months following the date of the Potential Change of Control, (b) the date of a Change in Control, (c) the date on 
which the Executive terminates employment for Good Reason (determined by treating the Potential Change in Control as a Change in Control in 
applying the definition of Good Reason) or by reason of death, or (d) the date the Company terminates the Executive’s employment for any 
reason.  
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SECTION 6.03. General Release . The Executive agrees that, notwithstanding any other provision of this Agreement, the Executive 
will not be eligible for any Severance Payments under this Agreement unless the Executive timely signs, and does not timely revoke, a General 
Release in substantially the form attached to this Agreement as Exhibit A. The Executive will be given 21 days to consider the terms of the 
General Release. The General Release will not become effective until seven days following the date the General Release is executed. If the 
Executive does not return the executed General Release to the Company by the end of the 21-day period, that failure will be deemed a refusal to 
sign, and the Executive will not be entitled to receive any Severance Payments under this Agreement. In certain circumstances, the 21-day period 
to consider the General Release may be extended to a 45-day period. The Executive will be advised in writing if the 45-day period is applicable. 
In the absence of such notice, the 21-day period applies.  

ARTICLE VII  

Successors; Binding Agreement  

SECTION 7.01. Obligation of Successors .  

(a) In addition to any obligations imposed by law upon any successor to the Company, the Company will require any successor 
(whether direct or indirect, by purchase, merger, consolidation, or otherwise) to all or substantially all of the business and/or assets of the 
Company to expressly assume and agree to perform this Agreement in the same manner and to the same extent that the Company would be 
required to perform it if no succession had occurred.  

(b) Subject to Section 7.01(c), failure of the Company to obtain such an assumption and agreement under Section 7.01(a) prior to the 
effectiveness of any such succession will be a breach of this Agreement and will entitle the Executive to compensation from the Company in the 
same amount as the Executive would be entitled to under this Agreement if the Executive were to terminate employment for Good Reason after a 
Change in Control, except that, for purposes of implementing the foregoing, the date on which the succession becomes effective will be deemed 
the Date of Termination.  
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(c) Payment of benefits under Section 7.01(b) shall be made on the deemed Date of Termination if, and only if, the succession 
resulted from a transaction that satisfies the definition of change in control under Section 409A of the Code. If the transaction does not satisfy the 
definition of change in control under Section 409A, payment of benefits due under Section 7.01(b) shall be made within 30 days of the 
Executive’s actual date of termination of employment, subject to the provisions of Section 3.04(c). No interest or earnings shall be paid due to 
any delay in payment under this Section 7.01(c).  

SECTION 7.02. Enforcement Rights of Others . This Agreement will inure to the benefit of and be enforceable by the Executive’s 
personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees, and legatees. If the Executive dies while any 
amount is still payable to the Executive under this Agreement, (other than amounts that, by their terms, terminate upon the Executive’s death), 
then, unless otherwise provided in this Agreement, all such amounts will be paid in accordance with the terms of this Agreement to the 
executors, personal representatives, or administrators of the Executive’s estate.  

ARTICLE VIII  

Notices  

For the purpose of this Agreement, notices and all other communications provided for in the Agreement will be in writing and will be 
deemed to have been duly given when delivered or mailed by United States registered mail, return receipt requested, postage prepaid, addressed 
to the respective addresses set forth below, or to such other address as either party may  
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furnish to the other in writing in accordance with this Article VIII, except that notice of change of address will be effective only upon actual 
receipt:  
   

ARTICLE IX  

Miscellaneous  

This Agreement will not be construed as creating an express or implied contract of employment and, except as otherwise agreed in 
writing between the Executive and the Company, the Executive will not have any right to be retained in the employ of the Company. No 
provision of this Agreement may be modified, waived, or discharged unless the waiver, modification, or discharge is agreed to in writing and 
signed by the Executive and an officer of the Company specifically designated by the Board. No waiver by either party at any time of any breach 
by the other party of, or compliance with, any condition or provision of this Agreement to be performed by the other party will be deemed a 
waiver of similar or dissimilar provisions or conditions at the same or at any other time. Neither party has made any agreements or 
representations, oral or otherwise, express or implied, with respect to the subject matter of this Agreement that are not expressly set forth in this 
Agreement. Except as provided in the following two sentences, the validity, interpretation, construction, and performance of this  
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   To the Company:    

   Zimmer Biomet Holdings, Inc.    
   Attention: General Counsel    
   345 East Main Street    
   Post Office Box 708    
   Warsaw, Indiana 46581-0708    

   To the Executive:    

        
        
        



Agreement will be governed by the laws of the State of Indiana, to the extent not preempted by federal law. This Agreement will at all times be 
effected, construed, interpreted, and applied in a manner consistent with the Section 409A Standards, and in resolving any uncertainty as to the 
meaning or intention of any provision of this Agreement, the interpretation that will prevail is the interpretation that causes the Agreement to 
comply with the Section 409A Standards. In addition, to the extent that any terms of this Agreement would subject the Executive to gross 
income inclusion, interest, or additional tax pursuant to Code Section 409A, those terms are to that extent superseded by the applicable 
Section 409A Standards. All references to sections of the Exchange Act or the Code will be deemed also to refer to any successor provisions to 
those sections. Any payments provided for under this Agreement will be paid net of any applicable withholding required under federal, state, or 
local law and any additional withholding to which the Executive has agreed. The obligations of the Company and the Executive under 
Articles III, IV, and VI will survive the expiration of the term of this Agreement.  

ARTICLE X  

Validity  

The invalidity or unenforceability of any provision or this Agreement will not affect the validity or enforceability of any other 
provision of this Agreement, which will remain in full force and effect.  

ARTICLE XI  

Counterparts  

This Agreement may be executed in several counterparts, each of which will be deemed to be an original but all of which together 
will constitute one and the same instrument.  
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ARTICLE XII  

Settlement of Disputes; Arbitration  

All claims by the Executive for benefits under this Agreement must be in writing and will be directed to and determined by the 
Board. Any denial by the Board of a claim for benefits under this Agreement will be delivered to the Executive in writing and will set forth the 
specific reasons for the denial and the specific provisions of this Agreement relied upon. The Board will afford a reasonable opportunity to the 
Executive for a review of the decision denying a claim and will further allow the Executive to appeal to the Board a decision of the Board within 
60 days after notification by the Board that the Executive’s claim has been denied. Any further dispute or controversy arising under or in 
connection with this Agreement will be settled exclusively by arbitration in Warsaw, Indiana in accordance with the rules of the American 
Arbitration Association then in effect. Judgment may be entered on the arbitrator’s award in any court having jurisdiction. Each party will bear 
its own expenses in the arbitration for attorneys’ fees, for its witnesses, and for other expenses of presenting its case. Other arbitration costs, 
including arbitrators’ fees, administrative fees, and fees for records or transcripts, will be borne equally by the parties. Notwithstanding anything 
in this Article to the contrary, if the Executive prevails with respect to any dispute submitted to arbitration under this Article, the Company will 
reimburse or pay all reasonable legal fees and expenses that the Executive incurred in connection with that dispute as required by Section 3.05.  
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ARTICLE XIII  

Definitions  

For purposes of this Agreement, the following terms will have the meanings indicated below:  

(a) “ Accounting Firm ” means an accounting firm, other than the Company’s independent auditors, that is designated as one of the 
four largest accounting firms in the United States.  

(b) “ Award Plan ” means any of the Company’s 2009 Stock Incentive Plan, 2006 Stock Incentive Plan, 2001 Stock Incentive Plan or 
TeamShare Stock Option Plan.  

(c) “ Base Amount ” has the meaning stated in Code Section 280G(b)(3).  

(d) “ Beneficial Owner ” has the meaning stated in Rule 13d-3 under the Exchange Act.  

(e) “ Board ” means the Board of Directors of the Company.  

(f) “ Cause ” for termination by the Company of the Executive’s employment, after any Change in Control, means (1) the willful and 
continued failure by the Executive to substantially perform the Executive’s duties with the Company (other than any such failure resulting from 
the Executive’s incapacity due to physical or mental illness or any such actual or anticipated failure after the issuance of a Notice of Termination 
for Good Reason by the Executive pursuant to Section 4.01) for a period of at least 30 consecutive days after a written demand for substantial 
performance is delivered to the Executive by the Board, which demand specifically identifies the manner in which the Board believes that the 
Executive has not substantially performed the Executive’s duties; (2) the Executive willfully engages in conduct that is demonstrably and 
materially injurious to the Company or its subsidiaries, monetarily or otherwise; or (3) the Executive is convicted of, or has entered a plea of no 
contest to, a felony. For purposes of clauses (1) and (2) of this definition, no act, or failure to act, on the Executive’s part will be deemed 
“willful” unless it is done, or omitted to be done, by the Executive not in good faith and without reasonable belief that the Executive’s act, or 
failure to act, was in the best interest of the Company.  
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(g) A “ Change in Control ” will be deemed to have occurred if any of the following events occur:  

(1) any Person is or becomes the Beneficial Owner, directly or indirectly, of securities of the Company (not including in the 
securities beneficially owned by that Person any securities acquired directly from the Company or its affiliates) representing 20% or more 
of the combined voting power of the Company’s then-outstanding securities; or  

(2) during any period of two consecutive years (not including any period prior to the execution of this Agreement), individuals who 
at the beginning of the period constitute the Board and any new director (other than a director designated by a Person who has entered into 
an agreement with the Company to effect a transaction described in clause (1), (3) or (4) of this paragraph whose election by the Board or 
nomination for election by the Company’s stockholders was approved by a vote of at least two-thirds (2/3) of the directors then still in 
office who either were directors at the beginning of the period or whose election or nomination for election was previously approved), 
cease for any reason to constitute a majority of the Board; or  

(3) the shareholders of the Company approve a merger or consolidation of the Company with any other corporation, other than (A) a 
merger or consolidation that would result in the voting securities of the Company outstanding immediately prior to the merger or 
consolidation continuing to represent (either by remaining outstanding or by being converted into voting securities of the surviving entity), 
in combination with the  
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ownership of any trustee or other fiduciary holding securities under an employee benefit plan of the Company, at least 75% of the 
combined voting power of the voting securities of the Company or the surviving entity outstanding immediately after the merger or 
consolidation; or (B) a merger or consolidation effected to implement a recapitalization of the Company (or similar transaction) in which 
no Person acquires more than 50% of the combined voting power of the Company’s then-outstanding securities; or  

(4) the shareholders of the Company approve a plan of complete liquidation of the Company or an agreement for the sale or 
disposition by the Company of all or substantially all the Company’s assets.  

Notwithstanding the foregoing, a Change in Control will not include any event, circumstance, or transaction occurring during the six-month 
period following a Potential Change in Control that results from the action of any entity or group that includes, is affiliated with, or is wholly or 
partly controlled by the Executive; provided , further , that such an action will not be taken into account for this purpose if it occurs within a six-
month period following a Potential Change in Control resulting from the action of any entity or group that does not include the Executive.  

(h) “ COBRA ” means the continuation coverage provisions of the Consolidated Omnibus Budget Reconciliation Act of 1985, as 
amended.  

(i) “ Code ” means the Internal Revenue Code of 1986, as amended from time to time, and interpretative rules and regulations.  

(j) “ Company ” means Zimmer Biomet Holdings, Inc., a Delaware corporation, and any successor to its business and/or assets that 
assumes and agrees to perform this Agreement by operation of law, or otherwise (except in determining, under Section XIII(g), whether or not 
any Change in Control of the Company has occurred in connection with the succession).  
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(k) “ Company Shares ” means shares of common stock of the Company or any equity securities into which those shares have been 
converted.  

(l) “ Date of Termination ” has the meaning stated in Section 4.02.  

(m) “ Disability ” has the meaning stated in the Company’s short-term or long-term disability plan, as applicable, as in effect 
immediately prior to a Change in Control.  

(n) “ Exchange Act ” means the Securities Exchange Act of 1934, as amended from time to time, and interpretive rules and 
regulations.  

(o) “ Excise Tax ” means any excise tax imposed under Code Section 4999.  

(p) “ Executive ” means the individual named in the first paragraph of this Agreement.  

(q) “ General Release ” has the meaning stated in Section 6.03.  

(r) “ Good Reason ” for termination by the Executive of the Executive’s employment means the occurrence (without the Executive’s 
express written consent) of any one of the following acts by the Company, or failures by the Company to act, unless, in the case of any act or 
failure to act described in paragraph (1), (4), (5), (6), or (7) below, the act or failure to act is corrected prior to the Date of Termination specified 
in the Executive’s Notice of Termination:  

(1) the assignment to the Executive of any duties inconsistent with the Executive’s status as an executive officer of the Company or a 
substantial adverse alteration in the nature or status of the Executive’s responsibilities from those in effect immediately prior to a Change 
in Control;  
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(2) a reduction by the Company in the Executive’s annual base salary as in effect on the date of this Agreement or as the same may 
be increased from time to time, or the level of the Executive’s entitlement under the Incentive Plan as in effect on the date of this 
Agreement or as the same may be increased from time to time;  

(3) the Company’s requiring the Executive to be based more than 50 miles from the Company’s offices at which the Executive is 
based immediately prior to a Change in Control (except for required travel on the Company’s business to an extent substantially consistent 
with the Executive’s business travel obligations immediately prior to the Change in Control), or, in the event the Executive consents to any 
such relocation of his offices, the Company’s failure to provide the Executive with all of the benefits of the Company’s relocation policy as 
in operation immediately prior to the Change in Control;  

(4) the Company’s failure, without the Executive’s consent, to pay to the Executive any portion of the Executive’s current 
compensation (which means, for purposes of this paragraph (4), the Executive’s annual base salary as in effect on the date of this 
Agreement, or as it may be increased from time to time, and the awards earned pursuant to the Incentive Plan) or to pay to the Executive 
any portion of an installment of deferred compensation under any deferred compensation program of the Company, within seven days of 
the date the compensation is due;  

(5) the Company’s failure to continue in effect any compensation plan in which the Executive participates immediately prior to a 
Change in Control, which plan is material to the Executive’s total compensation, including, but not limited to, the Incentive Plan and the 
Award Plan or any substitute plans adopted prior to the Change in Control, unless an equitable arrangement (embodied in an ongoing 
substitute or alternative plan)  
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has been made with respect to that plan, or the Company’s failure to continue the Executive’s participation in such a plan (or in a substitute 
or alternative plan) on a basis not materially less favorable, both in terms of the amount of benefits provided and the level of the 
Executive’s participation relative to other participants, as existed at the time of the Change in Control;  

(6) the Company’s failure to continue to provide the Executive with benefits substantially similar to those enjoyed by the Executive 
under any of the Company’s pension (including, without limitation, to the extent applicable to the Executive, the Company’s Savings and 
Investment Program, including the Company’s Benefit Equalization Plan for the Savings and Investment Program), life insurance, medical, 
health and accident, or disability plans in which the Executive was participating at the time of the Change in Control; the taking of any 
action by the Company that would directly or indirectly materially reduce any of those benefits or deprive the Executive of any material 
fringe benefit enjoyed by the Executive at the time of a Change in Control; or the Company’s failure to provide the Executive with the 
number of paid vacation days to which the Executive is entitled on the basis of years of service with the Company in accordance with the 
Company’s normal vacation policy in effect at the time of the Change in Control; or  

(7) any purported termination of the Executive’s employment that is not effected pursuant to a Notice of Termination satisfying the 
requirements of Section 4.01; for purposes of this Agreement, no such purported termination will be effective.  

The Executive’s right to terminate the Executive’s employment for Good Reason will not be affected by the Executive’s incapacity 
due to physical or mental illness. The Executive’s continued employment will not constitute consent to, or a waiver of rights with respect to, any 
act or failure to act that constitutes Good Reason.  
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Notwithstanding the foregoing, the occurrence of an event that would otherwise constitute Good Reason will cease to be an event 
constituting Good Reason if the Executive does not timely provide a Notice of Termination to the Company within 120 days of the date on 
which the Executive first becomes aware (or reasonably should have become aware) of the occurrence of that event.  

(s) “ Incentive Plan ” means the Company’s Executive Performance Incentive Plan.  

(t) “ Notice of Termination ” has the meaning stated in Section 4.01.  

(u) “ Options ” means options for Shares granted to the Executive under the Award Plan.  

(v) “ Person ” has the meaning stated in section 3(a)(9) of the Exchange Act, as modified and used in sections 13(d) and 14(d) of the 
Exchange Act; however, a Person will not include (1) the Company or any of its subsidiaries, (2) a trustee or other fiduciary holding securities 
under an employee benefit plan of the Company or any of its subsidiaries, (3) an underwriter temporarily holding securities pursuant to an 
offering of those securities, or (4) a corporation owned, directly or indirectly, by the stockholders of the Company in substantially the same 
proportions as their ownership of stock of the Company.  

(w) “ Potential Change in Control ” will be deemed to have occurred if any one of the following events occurs:  

(1) the Company enters into an agreement, the consummation of which would result in the occurrence of a Change in Control;  
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(2) the Company or any Person publicly announces an intention to take or to consider taking actions that, if consummated, would 
constitute a Change in Control;  

(3) any Person who is or becomes the Beneficial Owner, directly or indirectly, of securities of the Company representing 10% or 
more of the combined voting power of the Company’s then-outstanding securities, increases that Person’s beneficial ownership of those 
securities by 5% or more over the percentage so owned by that Person on the date of this Agreement; or  

(4) the Board adopts a resolution to the effect that, for purposes of this Agreement, a Potential Change in Control has occurred.  

(x) “ Retirement Date ” means the later of (1) age 65, or (2) another date for retirement by the Executive that has been approved by 
the Board at any time prior to a Change in Control.  

(y) “ Savings Plan ” means the Company’s Savings and Investment Program, which, for purposes of this Agreement, will be deemed 
to include the Benefit Equalization Plan of the Company and Its Subsidiary or Affiliated Corporations Participating in the Company’s Savings 
and Investment Program.  

(z) “ Section 409A Standards ” means the standards for nonqualified deferred compensation plans established by Code Section 409A. 

(aa) “ Severance Payments ” means the payments described in Section 3.02.  

(bb) “ Shares ” means shares of the common stock, $0.01 par value, of the Company.  

(cc) “ Total Payments ” has the meaning stated in Section 3.03(a).  
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EXECUTIVE     ZIMMER BIOMET HOLDINGS, INC. 

      By:     
Name:       Name: 

      Title: 



Exhibit 10.3 
   

Laurence Urgenson  
Kirkland & Ellis LLP  
655 Fifteenth Street, NW  
Washington, DC 20005  

Asheesh Goel  
Ropes & Gray LLP  
111 South Wacker Drive  
Chicago, IL 60606  
   

Dear Mssrs. Urgenson and Goel:  

Biomet, Inc. (“Biomet”), by its undersigned attorneys, pursuant to authority granted by Biomet’s Board of Directors, and the United States 
Department of Justice, Criminal Division, Fraud Section (the “Department”) enter into this deferred prosecution agreement (the “Agreement”). 
The terms and conditions of this Agreement are as follows:  

1. Criminal Information and Acceptance of Responsibility: Biomet agrees to waive venue and acknowledges and agrees that the United 
States will file the attached five-count criminal Information in the United States District Court for the District of Columbia. The Information 
charges Biomet, Inc. with conspiracy to commit an offense against the United States, in violation of 18 U.S.C. § 371, that is, to violate the 
Foreign Corrupt Practices Act (“FCPA”), 15 U.S.C. § 78dd-l (Count One); three counts of violating the FCPA, 15 U.S.C. § 78dd-l and 18 U.S.C. 
§ 2 (Counts Two through Four); and one count of violating the books and records provisions of the FCPA, 15 U.S.C. § 78m (Count Five).  

a. In so doing, Biomet knowingly waives its right to indictment on these charges, as well as all rights to a speedy trial pursuant to the 
Sixth Amendment to the United States Constitution, 18 U.S.C. § 3161, and Federal Rule of Criminal Procedure 48(b). In addition, Biomet 
consents to the filing of the Information and the Agreement in the United States District Court for the District of Columbia.  

  

 

   U.S. Department of Justice    

     
   
Criminal Division     

     

   
Fraud Section, Suite 4100, Bond Building  
1400 New York Avenue, NW  
Washington, D.C. 20530  
   
March 26, 2012     

  Re: Biomet, Inc. 



b. Biomet admits, accepts, and acknowledges that it is responsible for the acts of its officers, employees and agents, and wholly-
owned subsidiaries, as set forth in the Statement of Facts attached hereto as Attachment A, and incorporated by reference into this Agreement, 
and that the allegations described in the Information and the facts described in Attachment A are true and accurate. Should the Department 
initiate the prosecution that is deferred by this Agreement, Biomet agrees that neither it nor any Biomet subsidiary or affiliate will contest the 
admissibility of, or contradict, the Statement of Facts in any such proceeding, including any guilty plea or sentencing proceeding.  

2. Term of the Agreement: This Agreement is effective for a period beginning on the date on which the Information is filed in the United 
States District Court for the District of Columbia and ending three (3) years from that date (the “Term”). However, Biomet agrees that, in the 
event that the Department determines, in its sole discretion, that Biomet has knowingly violated any provision of this Agreement, an extension or 
extensions of the term of the Agreement may be imposed by the Department, in its sole discretion, for up to a total additional time period of one 
year, without prejudice to the Department’s right to proceed as provided in Paragraph 14 below. Any extension of the Agreement extends all 
terms of this Agreement, including the obligations of corporate compliance monitorship and reporting described in Paragraphs 7-12 below, for 
an equivalent period. Conversely, in the event the Department finds, in its sole discretion, that there exists a change in circumstances sufficient to 
eliminate the need for reporting and the other provisions of this Agreement have been satisfied, the Term of the Agreement may be terminated 
early.  

3. Relevant Considerations: The Department enters into this Agreement based on the individual facts and circumstances presented by this 
case and Biomet. Among the facts considered were the following:  

a. Biomet investigated and disclosed to the Department and the United States Securities and Exchange Commission (the “SEC”) the 
misconduct described in the Information and Statement of Facts, a portion of which was voluntarily disclosed;  

b. Biomet reported its findings to the Department and the SEC;  

c. Biomet cooperated fully with the Department’s investigation of this matter, as well as the SEC’s investigation;  

d. Biomet undertook remedial measures, including the implementation of an enhanced compliance program and agreed to undertake 
further remedial measures as contemplated by this Agreement;  

e. Biomet agreed to continue to cooperate with the Department in any investigation of the conduct of Biomet and its directors, 
officers, employees, agents, consultants, subsidiaries, contractors, and subcontractors relating to violations of the FCPA;  

f. Biomet has cooperated and agreed to continue to cooperate with the SEC and, at the direction of the Department, foreign 
authorities investigating the conduct of Biomet and its directors, officers, employees, agents, consultants, subsidiaries, contractors, and 
subcontractors relating to corrupt payments;  
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g. Biomet has cooperated and agreed to continue to cooperate with the Department in the Department’s investigations of other 
companies and individuals in connection with business practices overseas in various markets; and  

h. Were the Department to initiate a prosecution of Biomet and obtain a conviction, instead of entering into this Agreement to defer 
prosecution, Biomet would potentially be subject to exclusion from participation in federal health care programs pursuant to 42 U.S.C. § 1320a-7
(a).  

4. Cooperation: During the term of this Agreement, Biomet shall continue to cooperate fully with the Department in any and all matters 
relating to corrupt payments, related false books and records, and inadequate internal controls. At the request of the Department, Biomet shall 
also cooperate fully with such other domestic or foreign law enforcement authorities and agencies, as well as the international financial 
institutions (“IFIs”), in any investigation of Biomet or any of its present and former directors, officers, employees, agents, consultants, 
contractors, and subcontractors, or any other party, in any and all matters relating to corrupt payments, related false books and records, and 
inadequate internal controls, in such manner as the parties may agree. Biomet agrees that its cooperation shall include, but not be limited to, the 
following:  

a. Biomet shall truthfully disclose all factual information not protected by a valid claim of attorney-client privilege or work product 
doctrine with respect to its activities and those of its present and former subsidiaries and affiliates, and the directors, officers, employees, agents, 
subsidiaries, consultants, contractors, and subcontractors thereof, concerning all matters relating to corrupt payments, related false books and 
records, and inadequate internal controls about which Biomet has any knowledge or about which the Department may inquire. This obligation of 
truthful disclosure includes the obligation of Biomet to provide to the Department, upon request, any non-privileged document, record, or other 
tangible evidence relating to such corrupt payments, false books and records, and inadequate internal controls about which the Department may 
inquire of Biomet.  

b. Upon request of the Department, with respect to any issue relevant to its investigation of corrupt payments, related false books and 
records, and inadequate internal controls in connection with the operations of Biomet, Biomet shall designate knowledgeable employees, agents, 
or attorneys to provide the Department with the information and materials described in Paragraph 4(a) above, on behalf of Biomet. It is further 
understood that Biomet must at all times provide complete, truthful, and accurate information.  
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c. With respect to any issue relevant to the Department’s investigation of corrupt payments, related false books and records, and 
inadequate internal controls in connection with the operations of Biomet or any of its present or former subsidiaries or affiliates, Biomet shall use 
its best efforts to make available for interviews or testimony, as requested by the Department, present or former directors, officers, employees, 
agents, and consultants of Biomet as well as directors, officers, employees, agents, and consultants of contractors and subcontractors. This 
includes, but is not limited to, sworn testimony before a federal grand jury or in federal trials, as well as interviews with federal law enforcement 
authorities. Cooperation under this Paragraph will include identification of witnesses who, to the knowledge of Biomet, may have material 
information regarding the matters under investigation.  

d. With respect to any information, testimony, documents, records, or other tangible evidence provided to the Department pursuant to 
this Agreement, Biomet consents to any and all disclosures, subject to applicable law and regulations, to other governmental authorities, 
including United States authorities and those of a foreign government, and the IFIs, of such materials as the Department, in its sole discretion, 
shall deem appropriate.  

5. Payment of Monetary Penalty: The Department and Biomet agree that application of the United States Sentencing Guidelines 
(“USSG” or “Sentencing Guidelines”) to determine the applicable fine range yields the following analysis:  

a. Base Offense . Based upon USSG 2C1.1, the total offense level is 29, calculated as follows:  
   

b. Base Fine . Based upon USSG § 8C2.4(a)(l) and (d), the base fine is $13,500,000 (the fine indicated in the Offense Level Fine 
Table ($13,500,000) is used where such number is greater than the pecuniary gain to the organization from the offense (approximately 
$4,400,000)).  

c. Culpability Score . Based upon USSG § 8C2.5, the culpability score is 8, calculated as follows:  
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2C1.1(a)(2)    Base Offense Level      12    
2C1.1(b)(1)    More than one bribe      +2    
2C1.1(b)(2)    Value of benefit received between $2.5-7 million      +18    
8C4.1     Substantial assistance in the prosecution of others      -1    
TOTAL OFFENSE LEVEL       31    

(a)    Base Culpability Score      5    
(b)(1) 

   
Organization had 5,000 or more employees and an individual within high-level personnel of the 

organization participated in, condoned, or was willfully ignorant of the offense       +5    
(g)(2) 

   
The organization fully cooperated in the investigation and clearly demonstrated recognition and 

affirmative acceptance of responsibility for its criminal conduct;       -2    
TOTAL CULPABILITY SCORE       8    



d. Calculation of Fine Range .  
   

Biomet agrees to pay a monetary penalty in the amount of $17,280,000, a 20 percent reduction off the bottom of the fine range. Biomet and the 
Department agree that this fine is appropriate given Biomet’s extensive internal investigation, the nature and extent of Biomet’s cooperation in 
this matter, Biomet’s cooperation in the Department’s investigation of other companies pursuant to 8C4.1, and Biomet’s extraordinary 
remediation. Biomet and the Department agree that Biomet will pay this $17,280,000 monetary penalty within ten days of the execution of this 
agreement. The $17,280,000 penalty is final and shall not be refunded. Furthermore, nothing in this Agreement shall be deemed an agreement by 
the Department that the $17,280,000 amount is the maximum penalty that may be imposed in any future prosecution, and the Department is not 
precluded from arguing that the Court should impose a higher fine, although the Department agrees that under those circumstances, it will 
recommend to the Court that the amount paid under this Agreement should be offset against any fine the Court imposes as part of a future 
judgment. Biomet acknowledges that no tax deduction may be sought in connection with the payment of any part of this $17,280,000 penalty.  

6. Conditional Release from Criminal Liability : In return for the full and truthful cooperation of Biomet, and its compliance with the 
terms and conditions of this Agreement, the Department agrees not to use any information related to the conduct described in the attached 
Statement of Facts against Biomet or any of its wholly-owned or -controlled subsidiaries in any criminal or civil case, except: (a) in a 
prosecution for perjury or obstruction of justice; (b) in a prosecution for making a false statement; (c) in a prosecution or other proceeding 
relating to any crime of violence; or (d) in a prosecution or other proceeding relating to a violation of any provision of Title 26 of the United 
States Code. In addition, the Department agrees, except as provided herein, that it will not bring any criminal or civil case against Biomet related 
to the conduct of present and former directors, officers, employees, agents, consultants, contractors, and subcontractors, as described in the 
attached Statement of Facts, or relating to information Biomet disclosed to the Department prior to the date on which this Agreement was signed. 
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Base Fine     $ 13,500,000    
Multipliers       1.6 (minimum)/3.2 (maximum)    
Fine Range     $ 21,600,000-43,200,000    



a. This Paragraph does not provide any protection against prosecution for any corrupt payments, false books and records, or 
inadequate internal controls issues, if any, by Biomet in the future.  

b. In addition, this Paragraph does not provide any protection against prosecution for any corrupt payments, false books and records, 
or inadequate internal controls issues in the past which are not described in the attached Statement of Facts or were not disclosed to the 
Department prior to the date on which this Agreement was signed. In addition, this Paragraph does not provide any protection against criminal 
prosecution of any present or former director, officer, employee, shareholder, agent, or consultant of Biomet for any violations committed by 
them.  

7. Corporate Compliance Program: Biomet represents that it has implemented and will continue to implement and maintain a 
compliance and ethics program designed to prevent and detect violations of the FCPA and other applicable anticorruption laws throughout its 
operations, including those of its affiliates, joint ventures, contractors, and subcontractors, with responsibilities that include interactions with 
foreign officials or other high-risk activities. Implementation of these policies and procedures shall not be construed in any future enforcement 
proceeding as providing immunity or amnesty for any crimes not disclosed to the Department as of the date of signing this Agreement for which 
Biomet would otherwise be responsible.  

8. Corporate Monitor: Biomet agrees to engage an independent corporate compliance monitor (“the Monitor”) within ninety 
(90) calendar days of signing this Agreement. Within thirty (30) calendar days after the signing of this Agreement, and after consultation with 
the Department, Biomet will recommend to the Department three qualified Monitor candidates. The Monitor shall have, at a minimum, the 
following qualifications:  

a. demonstrated expertise with respect to the FCPA, including experience counseling on FCPA issues;  

b. experience designing and/or reviewing corporate compliance policies, procedures, and internal controls, including FCPA-specific 
policies, procedures, and internal controls;  

c. the ability to access and deploy resources as necessary to discharge the Monitor’s duties as described in the Agreement; and  

d. sufficient independence from Biomet to ensure effective and impartial performance of the Monitor’s duties as described in this 
Agreement.  

9. The Department retains the right, in its sole discretion, to accept or reject any Monitor candidate proposed by Biomet pursuant to the 
Agreement. In the event the Department rejects a proposed Monitor, Biomet shall propose another candidate within ten (10) calendar days after 
receiving notice of the rejection. This process shall continue until a Monitor acceptable to both parties is chosen. The Department may also 
propose the names of qualified Monitor candidates for consideration. The term of the monitorship, as set forth in Attachment D, shall commence 
upon the Department’s acceptance of a Monitor candidate proposed by Biomet.  
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10. The Monitor will be retained by Biomet for a period of not less than eighteen (18) months from the date the Monitor is selected. The 
term of the monitorship, including the circumstances that may support an extension of the term, as well as the Monitor’s powers, duties, and 
responsibilities will be as set forth in Attachment D. Biomet may not employ or be affiliated with the Monitor for a period of not less than one 
year from the date of the termination of the monitorship.  

11. At the end of the monitorship, provided all requirements set forth in Paragraph 8 of Attachment D are met, Biomet will report on its 
compliance to the Department as set forth in Paragraph 12 below for the remainder of the term of this Agreement.  

12. Corporate Compliance Reporting: Biomet agrees that, following the monitorship, it will report to the Department periodically, at no 
less than six-month intervals, for the remainder of this Agreement, regarding remediation and implementation of the enhanced compliance 
measures set forth by the monitor as described in Paragraph 8 of Attachment D. Biomet shall designate a senior company officer as the person 
responsible for overseeing Biomet’s corporate compliance reporting obligations. Should Biomet discover credible evidence that questionable or 
corrupt payments or questionable or corrupt transfers of property or interests may have been offered, promised, paid, or authorized by any 
Biomet entity or person, or any entity or person working directly for Biomet, or that related false books and records have been maintained, 
Biomet shall promptly report such conduct to the Department. During this period, Biomet shall conduct and prepare at least three follow-up 
reviews and reports, as described below:  

a. Biomet shall undertake follow-up reviews at six-month intervals, each incorporating the Department’s views and comments on 
Biomet’s prior reviews and reports, to further monitor and assess whether the policies and procedures of Biomet are reasonably designed to 
detect and prevent violations of the FCPA and other applicable anticorruption laws. Reports shall be transmitted to Deputy Chief (FCPA Unit), 
Fraud Section, Criminal Division, Department of Justice, 10th and Constitution Ave., N.W., Bond Building, Fourth Floor, Washington, D.C. 
20530.  

b. The first follow-up review and report shall be completed by no later than 180 calendar days after the approval of the enhanced 
compliance measures described in Paragraph 8 of Attachment D by the Department. Subsequent follow-up reviews and reports shall be 
completed by no later than 180 calendar days after the completion of the preceding follow-up review.  

c. Biomet may extend the time period for submission of any of the follow-up reports with prior written approval of the Department.  
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13. Deferred Prosecution: In consideration of: (a) the past and future cooperation of Biomet described in Paragraphs 3 and 4 above; 
(b) Biomet’s payment of a monetary penalty of $17,280,000; and (c) Biomet’s implementation and maintenance of remedial measures, the 
Department agrees that any prosecution of Biomet for the conduct set forth in the attached Statement of Facts, and for the conduct that Biomet 
disclosed to the Department, prior to the signing of this Agreement, be and hereby is deferred for the Term of this Agreement. The Department 
further agrees that if Biomet fully complies with all of its obligations under this Agreement, the Department will not continue the criminal 
prosecution against Biomet described in Paragraph 1 and, after the Term, this Agreement shall expire and the Department shall seek move to 
dismiss, with prejudice, the criminal Information filed against Biomet.  

14. Breach of the Agreement: If, during the Term of this Agreement, the Department determines, in its sole discretion, that Biomet has: 
(a) committed any felony under federal law 1 subsequent to the signing of this Agreement; (b) at any time, provided deliberately false, 
incomplete or misleading information; or (c) otherwise breached the Agreement, Biomet shall thereafter be subject to prosecution for any federal 
criminal violation of which the Department has knowledge, including the charges in the Information, which may be pursued by the Department 
in the U.S. District Court for the District of Columbia. Any such prosecutions may be premised on information provided by Biomet. Any such 
prosecution that is not time-by the applicable statute of limitations on the date of the signing of this Agreement may be commenced against 
Biomet notwithstanding the expiration of the statute of limitations between the signing of this Agreement and the expiration of the Term plus 
one year. Thus, by signing this Agreement, Biomet agrees that the statute of limitations with respect to any prosecution that is not time-barred on 
the date of this Agreement shall be tolled for the Term plus one year.  

15. In the event that the Department determines that Biomet has breached this Agreement, the Department agrees to provide Biomet with 
written notice of such breach prior to instituting any prosecution resulting from such breach. Biomet shall, within thirty (30) days of receipt of 
such notice, have the opportunity to respond to the Department in writing to explain the nature and circumstances of such breach, as well as the 
actions Biomet has undertaken to address and remediate the situation, which explanation the Department shall consider in determining whether 
to institute a prosecution.  
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16. In the event that the Department determines that Biomet has breached this Agreement:  

a. All statements made by or on behalf of Biomet to the Department or to the Court, including the attached Statement of Facts, and 
any testimony given by Biomet before a grand jury or any tribunal, at any legislative hearings whether prior or subsequent to this Agreement, or 
any leads derived from such statements or testimony, shall be admissible in evidence in any and all criminal proceedings brought by the 
Department against Biomet; and  

b. Biomet shall not assert any claim under the United States Constitution, Rule 11 (f) of the Federal Rules of Criminal Procedure, 
Rule 410 of the Federal Rules of Evidence, or any other federal rule, that statements made by or on behalf of Biomet prior or subsequent to this 
Agreement, and any leads derived therefrom, should be suppressed. The decision whether conduct or statements of any current director or 
employee, or any person acting on behalf of, or at the direction of, Biomet, will be imputed to Biomet for the purpose of determining whether 
Biomet has violated any provision of this Agreement shall be in the sole discretion of the Department.  

17. Biomet acknowledges that the Department has made no representations, assurances, or promises concerning what sentence may be 
imposed by the Court if Biomet breaches this Agreement and this matter proceeds to judgment. Biomet further acknowledges that any such 
sentence is solely within the discretion of the Court and that nothing in this Agreement binds or restricts the Court in the exercise of such 
discretion.  

18. Sale or Merger: Biomet agrees that in the event it sells, merges, or transfers all or substantially all of its business operations as they 
exist as of the date of this Agreement, whether such sale is structured as a stock or asset sale, merger, or transfer, it shall include in any contract 
for sale, merger, or transfer a provision binding the purchaser, or any successor in interest thereto, to the obligations described in this Agreement. 

19. Public Statements by Biomet: Biomet expressly agrees that it shall not, through present or future attorneys, directors, officers, 
employees, agents, or any other person authorized to speak for Biomet make any public statement, in litigation or otherwise, contradicting the 
acceptance of responsibility by Biomet set forth above or the facts described in the attached Statement of Facts. Any such contradictory 
statement shall, subject to cure rights of Biomet described below, constitute a breach of this Agreement and Biomet thereafter shall be subject to 
prosecution as set forth in Paragraphs 14-16 of this Agreement. The decision whether any public statement by any such person contradicting a 
fact contained in the Statement of Facts will be imputed to Biomet for the purpose of determining whether they have breached this Agreement 
shall be at the sole discretion of the Department. If the Department determines that a public statement by any such person contradicts in whole or 
in part a statement contained in the Statement of Facts, the Department shall so notify Biomet, and Biomet may avoid a breach of this Agreement 
by publicly repudiating such statement(s) within five business days after notification. Consistent with the obligations of Biomet as set forth 
above, Biomet shall be permitted to raise defenses and to assert affirmative claims in civil and regulatory proceedings relating to the matters set 
forth in the Statement of Facts. This Paragraph does not apply to any statement made by any present or former employee of Biomet in the course 
of any criminal, regulatory, or civil case initiated against such individual, unless such individual is then specifically authorized to speak on 
behalf of Biomet.  
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20. Biomet agrees that if it or any of its direct or indirect affiliates or subsidiaries issues a press release or holds any press conference in 
connection with this Agreement, Biomet shall first consult the Department to determine: (a) whether the release or proposed statements at the 
press conference are true and accurate with respect to matters between the Department and Biomet; and (b) whether the Department has no 
objection to the release.  

21. The Department agrees to bring to the attention of governmental and other authorities the facts and circumstances relating to the nature 
of the conduct underlying this Agreement, including the nature and quality of Biomet’s cooperation and remediation, if requested by Biomet to 
do so. By agreeing to provide this information, the Department is not agreeing to advocate on behalf of Biomet, but rather is providing facts to 
be evaluated independently by the authorities.  

22. Limitations on Binding Effect of Agreement: This Agreement is binding on Biomet and the Department but specifically does not 
bind any other federal agencies, or any state, local, or foreign law enforcement or regulatory agencies, although the Department will bring the 
cooperation of Biomet and its compliance with its other obligations under this Agreement to the attention of such agencies and authorities if 
requested to do so by Biomet.  

23. Complete Agreement: This Agreement sets forth all the terms of the Deferred Prosecution Agreement between Biomet and the 
Department. No amendments, modifications, or additions to this Agreement shall be valid unless they are in writing and signed by the 
Department and a duly authorized representative of Biomet.  

24. Notice: Any notice to the Department under this Agreement shall be given by personal delivery, overnight delivery by a recognized 
delivery service, or registered or certified mail, in each case, for the Department, addressed to Deputy Chief-FCPA Unit, Fraud Section, Criminal 
Division, U.S. Department of Justice, Fourth Floor, 1400 New York Avenue, N.W., Washington, D.C. 20005. Any notice to Biomet under this 
agreement shall be given by personal delivery, overnight delivery by a recognized delivery service, or registered or certified mail, addressed to 
Bradley J. Tandy, Senior Vice President, General Counsel, and Secretary, Biomet, Inc., 56 East Bell Drive, P.O. Box 587, Warsaw, IN, 46581-
0587. Notice shall be effective upon actual receipt by the Department or Biomet.  
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AGREED:  
FOR BIOMET, INC.:  
   

   

   

FOR THE DEPARTMENT OF JUSTICE:  
   

   

Filed at Washington, D.C., on this 26 day of March, 2012.  
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/s/ LAURENCE URGENSON 
LAURENCE URGENSON  
Kirkland & Ellis LLP  
Counsel for Biomet, Inc.  

/s/ ASHEESH GOEL 
ASHEESH GOEL  
Ropes & Gray LLP  
Counsel for Biomet, Inc.  

/s/ BRADLEY J. TANDY 
BRADLEY J. TANDY  
Senior Vice President, General Counsel, and Secretary 
Biomet, Inc.  

JEFFREY KNOX  
Principal Deputy Chief, Fraud Section  

By:   /s/ KATHLEEN M HAMANN 

  

KATHLEEN M HAMANN  
Trial Attorney, Fraud Section  
Criminal Division  
United States Department of Justice  
1400 New York Avenue, NW  
Washington, D.C. 20530  
(202) 305-7413  



OFFICER’S CERTIFICATE  

I have read this Agreement and carefully reviewed every part of it with counsel for Biomet, Inc. (“Biomet”). I understand the terms of this 
Agreement and voluntarily agree, on behalf of Biomet, to each of its terms. Before signing this Agreement, I consulted with outside counsel for 
Biomet. Counsel fully advised me of the rights of Biomet, of possible defenses, of the Sentencing Guidelines’ provisions, and of the 
consequences of entering into this Agreement.  

I have carefully reviewed this Agreement with the Board of Directors of Biomet. I have advised, and caused outside counsel for Biomet to 
advise, that Board of Directors fully of the rights of Biomet, of possible defenses and of the consequences of entering into the Agreement.  

No promises or inducements have been made other than those contained in this Agreement. Furthermore, no one has threatened or forced 
me, or to my knowledge any person authorizing this Agreement on behalf of Biomet, in any way to enter into this Agreement. I am also satisfied 
with the attorney’s representation in this matter. I certify that I am an officer of Biomet and that I have been duly authorized by Biomet to 
execute this Agreement on behalf of Biomet.  

Date: 3/22, 2012  
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Biomet, Inc. 

By:   /s/ Bradley J. Tandy 

  

Bradley J. Tandy  
Senior Vice President, General Counsel, and 
Secretary  



CERTIFICATE OF COUNSEL  

I am counsel for Biomet, Inc. (“Biomet”) in the matter covered by this Agreement. In connection with such representation, I have 
examined relevant Biomet documents and have discussed this Agreement with the Biomet Board of Directors. Based on my review of the 
foregoing materials and discussions, I am of the opinion that: the representative of Biomet has been duly authorized to enter into this Agreement 
on behalf of Biomet and that this Agreement has been duly and validly authorized, executed, and delivered on behalf of Biomet and is a valid 
and binding obligation of Biomet. Further, I have carefully reviewed this Agreement with the Board of Directors and General Counsel of 
Biomet. I have fully advised them of the rights of Biomet, of possible defenses, of the Sentencing Guidelines’ provisions and of the 
consequences of entering into this Agreement. To my knowledge, the decision of Biomet to enter into this Agreement is an informed and 
voluntary one.  

Date: March 23, 2012  
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/s/ Laurence Urgenson 
Laurence Urgenson  
Kirkland & Ellis, LLP  
Counsel for Biomet, Inc.  

/s/ Asheesh Goel 
Asheesh Goel  
Ropes & Gray LLP  
Counsel for Biomet, Inc.  



ATTACHMENT A STATEMENT OF FACTS  

The following Statement of Facts is incorporated by this reference as part of the Deferred Prosecution Agreement (the “Agreement”) 
between the United States Department of Justice, Criminal Division, Fraud Section (the “Department”) and Biomet, Inc. (“Biomet”) and the 
parties hereby agree and stipulate that the following information is true and accurate. As set forth in Paragraph 1 of the Agreement, Biomet 
accepts and acknowledges that it is responsible for the acts of its officers, employees, and agents that are set forth below.  

Should the Department initiate the prosecution that is deferred by this Agreement, Biomet agrees that it will neither contest the 
admissibility of, nor contradict, this Statement of Facts in any such proceeding.  

The Foreign Corrupt Practices Act  

1. The Foreign Corrupt Practices Act of 1977 (“FCPA”), as amended, Title 15, United States Code, Sections 78dd-l, et seq., was enacted 
by Congress for the purpose of, among other things, making it unlawful for certain classes of persons and entities to act corruptly in furtherance 
of an offer, promise, authorization, or payment of money or anything of value to a foreign government official for the purpose of securing any 
improper advantage, or of obtaining or retaining business for, or directing business to, any person. The FCPA also requires that any issuer of 
securities shall make and keep books, records, and accounts, which, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the issuer.  

Relevant Entities and Individuals  

2. Defendant Biomet, Inc. (“Biomet”) was incorporated in Indiana with its principal place of business in Warsaw, Indiana and 
manufactured and sold orthopedic medical devices worldwide. Until September 25, 2007, it issued and maintained a class of publicly-traded 
securities registered pursuant to Section 12(b) of the Securities Exchange Act of 1934 (15 U.S.C. § 781), which traded on the NASDAQ. As 
such, it was required to file periodic reports with the United States Securities and Exchange Commission under Section 13 of the Securities 
Exchange Act (15 U.S.C. § 78m). Accordingly, Biomet was an “issuer” within the meaning of the FCPA, 15 U.S.C. § 78dd-l(a). By virtue of its 
status as an issuer, Biomet was required to make and keep books, records, and accounts which, in reasonable detail, accurately and fairly 
reflected the transactions and disposition of assets of Biomet and its subsidiaries, including those described below, which were incorporated into 
the books, records, and accounts of Biomet.  

3. Biomet Argentina SA (“Biomet Argentina”), a wholly-owned subsidiary of Biomet, was an Argentine corporation through which 
Biomet conducted business in Argentina.  
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4. Biomet International Corporation (“Biomet International”), a wholly-owned subsidiary of Biomet, was a Delaware corporation through 
which Biomet sold products into Brazil.  

5. “Brazilian Distributor,” a Brazilian company, had exclusive distribution rights for Biomet reconstructive products in Brazil.  

6. Biomet China, a wholly-owned subsidiary of Biomet, was a Chinese corporation through which Biomet sold products into China.  

7. “Chinese Distributor,” a Chinese company, acted as a distributer of Biomet products in China.  

8. Scandimed AB (“Scandimed”), a wholly owned-subsidiary of Biomet, was a Swedish corporation through which Biomet sold products 
into China and elsewhere.  

9. “Director of Internal Audit,” a U.S. citizen, was the Director of Internal Audit of Internal Audit for Biomet, and was based in Warsaw, 
Indiana.  

10. “Latin America Auditor,” a U.S. citizen, was an auditor at Biomet and was based in Warsaw, Indiana.  

11. “Vice President,” a U.S. citizen, was a senior vice president for Biomet, and was based in Warsaw, Indiana.  

12. “Operations Manager,” a U.S. citizen, was an operations manager for Biomet, and was based in Warsaw, Indiana.  

13. “Associate Regional Manager,” a U.S. citizen, was the Associate Regional Manager for Biomet International in Asia/Pacific, and was 
based in Hong Kong SAR.  

14. “President of International Operations,” a U.S. citizen, was the President of International Operations for Biomet and was based in 
Warsaw, Indiana.  

15. “Doctor,” a citizen of the People’s Republic of China, was head of orthopedics at a Chinese public hospital in Shanghai.  

Argentina  

16. Argentina has a public healthcare system wherein approximately half of hospitals are publicly owned and operated. Health care 
providers (“HCPs”) who work in the public sector are government employees, providing health care services in their official capacities. 
Therefore, such HCPs in Argentina are “foreign officials” as that term is defined in the FCPA, 15 U.S.C. § 78dd-l (f)(l)(A).  
   

15  



17. Beginning prior to 2000, publicly-employed Argentine physicians who implanted Biomet products sent invoices to Biomet Argentina, 
which, on their face, were for professional services or consulting, but doctors were actually being paid a commission to induce the purchase of 
the product, which ranged from 15-20 percent of Biomet’s sales.  

18. Starting in 2000, after the Argentine tax authorities forbade tax-free payments to surgeons, Biomet Argentina recorded the payments 
made on the invoices falsely as “royalties” or “other sales and marketing.”  

19. On or around February 7, 2000, a memo was circulated in Biomet’s Miami office, including to Operations Manager, about opening a 
direct-sales operation in Argentina, in which he included a budget allocation of “13-20% commission to surgeon.”  

20. In or around 2001, Biomet purchased a company in Argentina through which it began making direct sales.  

21. On or around February 28, 2003, Director of Internal Audit circulated an internal audit report on Argentina to Vice President, 
Operations Manager, and others in Biomet in Indiana, in which he states, “[R]oyalties are paid to surgeons if requested. These are disclosed in 
the accounting records as commissions.”  

22. In or around August 2005, the managing director of Biomet Argentina raised concerns regarding potential payments to customs 
officials and requested an internal audit.  

23. From in or around September 2005 to in or around October 2005, Director of Internal Audit, Latin America Auditor, and others from 
the Internal Audit, Legal, and Compliance Departments of Biomet conducted an investigation into the allegations of the managing director of 
Biomet Argentina.  

24. On or around January 10, 2006, the managing director of Biomet Argentina sent an email to Latin America Auditor in Indiana that 
attached a monthly list of payments to doctors that were a percentage of the cost of products purchased by the doctor during the month.  

25. On or around February 22, 2006, Latin America Auditor circulated an internal report on the audit, which stated, “Other allegations 
being investigated by Biomet’s legal team include fraudulent product registration certificates, bribery of customs officials, and other charges as 
reported to legal via electronic media. It was later determined that certificates were fraudulent and bribes were made [sic].”  

26. In or around November 2006, Latin America Auditor sent her report on the audit of Biomet Argentina to Vice President, Operations 
Manager, and others in Indiana, which stated, “The commission expense recorded on the income statement is actually royalties paid to doctors 
for using Biomet products. This account should be renamed to royalty’s [sic] expense.”  
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27. On or around February 26, 2007, an employee of Biomet Argentina emailed Latin America Auditor information regarding cash 
disbursements, which stated, “Payment for surgeon commissions: the payments for surgeon commissions will be made on the 20th of each 
month.”  

28. On or around December 7, 2007, a sales and marketing manager for Latin America for Biomet sent a report on a visit to Biomet 
Argentina to Operations Manager, in which he noted as an issue of concern, “Doctors receive a ‘consulting fee’ for every surgery.”  

29. On or around February 19, 2008, a sales and marketing manager for Biomet Argentina sent a list of payments made to physicians to the 
managing director of Biomet Argentina.  

30. In or around March 2008, the managing director of Biomet Argentia reported the payments to surgeons to internal compliance 
personnel.  

31. On or around August 7, 2008, Biomet Argentina sent its financial report, which included 15-20% commissions to surgeons, to 
Operations Manager and others in Indiana  

32. In or around August 2008, Biomet distributed new compliance guidelines that emphasized the FCPA and related issues, and the 
company’s Argentine general manager sought advice from the company’s lawyers, causing Biomet to suspend payments to Argentine doctors.  

33. In or around December 2008, Biomet suspended all sales in Argentina.  

34. In total, from 2000 to 2008, defendant Biomet, Biomet Argentina SA, and their related subsidiaries and employees, authorized the 
payment, directly or indirectly, of approximately $436,000 in cash incentives to publicly-employed Argentine HCPs to induce the purchase of 
Biomet products.  

Brazil  

35. Brazil has a socialized public healthcare system that provides universal health care to all Brazilian citizens, and the majority of 
hospitals are publicly-controlled. HCPs who work in the public sector are government employees, providing health care services in their official 
capacities. Therefore, such HCPs in Brazil are “foreign officials” as that term is defined in the FCPA, 15 U.S.C. § 78dd-l(f)(l)(A).  

36. On or around August 15, 2001, Brazilian Distributor emailed Vice President in Indiana, copying Director of Internal Audit and others, 
noting that Brazilian Distributor was paying “commission [sic] to doctors”  

37. On or around February 20, 2002, Director of Internal Audit sent a memo to Vice President and Operations Manager regarding a limited 
audit performed of the books and records of Brazilian Distributor, in which he stated, “[Brazilian Distributor] makes payments to surgeons that 
may be considered as a kickback. These payments are made in cash that allows the surgeon to receive income tax free . The accounting entry is 
to increase a prepaid expense account. In the consolidated financials sent to Biomet, these payments were reclassified to expense in the income 
statement.”  
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38. On or around August 21, 2003, Brazilian Distributor emailed Vice President in Indiana, copying Operations Manager, Director of 
Internal Audit, and others, stating “Prepaid now was fully reclassified to expenses accounts, commissions to doctors continue to be the major 
item.…”  

39. On or around February 19, 2004, Biomet Argentina forwarded the 2003 financial statements of Brazilian Distributor, which included 
the 20% commissions to doctors as “commissions,” to Operations Manager in Indiana.  

40. On or around February 20, 2004, Operations Manager forwarded the financial statements of Brazilian Distributor to Vice President.  

41. In or around April 2008, Biomet sent accountants and outside counsel to Brazil to conduct due diligence, during which Brazilian 
Distributor admitted that they paid doctors for buying Biomet products and described the payments as “scientific incentives.”  

42. In or around May 2008, Biomet terminated its relationship the Brazilian Distributor.  

43. In total, from 2001 to 2008, defendant Biomet, Biomet International, and their related subsidiaries and employees, authorized the 
payment, directly or indirectly, of more than $1.1 million, some or all of which was used to pay cash incentives to publicly-employed Brazilian 
HCPs to induce the purchase of Biomet products.  

China  

44. China has a national healthcare system wherein most Chinese hospitals are publicly owned and operated. HCPs who work at publicly-
owned hospitals are government employees, providing health care services in their official capacities. Therefore, such HCPs in China are 
“foreign officials” as that term is defined in the FCPA, 15 U.S.C. § 78dd-l(f)(l)(A).  

45. On or around February 1, 2001, China Distributor sent an email to a Associate Regional Manager, stating that the distributor was 
paying a 10-15% “rebate” to surgeons on the sale of Biomet artificial hips.  

46. On or around February 2, 2001, Associate Regional Manager sent an email to Biomet in the United Kingdom, noting that Scandimed 
“offer[s] higher-than-average ‘commission’ to surgeons.…”  
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47. On or around February 6, 2001, a Scandimed employee emailed President of International Operations in Indiana and Biomet 
employees in the United Kingdom, stating, “Re. ‘commission’ to surgeons, Scandimed has no control over this … as we understand it, giving 
commission [sic] or gifts of various kinds to surgeons is common in China.”  

48. On or around February 6, 2001, President of international Operations responded to the Scandimed email, copying Operations Manager, 
stating, “[T]he only problem with a company paying high commissions in a tight market is that the prices must be low enough to the dist[ributor] 
to allow for these high commissions.…”  

49. On or around April 10, 2001, Chinese Distributor sent an email to President of International Operations, copying Associate Regional 
Manager, discussing a doctor who was trying to stop commissions being paid to physicians by medical device companies.  

50. On or around May 18, 2001, Chinese Distributor sent an email copying Associate Regional Manager, stating “[Doctor] will become the 
most loyal customer of Biomet if we send him to Switzerland.”  

51. On or around May 21, 2001, Chinese Distributor sent an email to Associate Regional Manager, copying Vice President, President of 
international Operations, and Operations Manager, stating “[Doctor] is the department head of [public hospital]. [Doctor] uses about 10 hips and 
knees a month and it’s on an uptrend, as he told us over dinner a week ago …. Many key surgeons in Shanghai are buddies of his. A kind word 
on Biomet from him goes a long way for us. Dinner has been set for the evening of the 24 th . It will be nice. But dinner aside, I’ve got to send 
him to Switzerland to visit his daughter.”  

52. On or around January 29, 2002, Associate Regional Manager prepared a summary of distribution in China, noting, “Chinese surgeons 
typically receive a commission on sales, which can range from 5% to 25%. Distributors are expected to hold banquets for surgeons, and to 
sponsor meetings.”  

53. In or around March 2002, in connection with a field visit to review operations in China, Biomet employees, including Associate 
Regional Manager, Vice President, and President of International Operations, discussed “commissions” paid to doctors of up to 20 percent for 
sales and “consulting fees” paid to doctors for conducting clinical trials; the discussion also included a proposal for a two week visit for Chinese 
doctors to the United Kingdom, with the second week being a “holiday” paid for by Chinese Distributor.  

54. On or around April 21, 2002, Chinese Distributor sent an email to Associate Regional Manager discussing payments to surgeons, 
stating, “When we say ‘Surgeon Rebate included’, it means the invoice price includes a predetermined percentage for the surgeon. For example, 
a vendor invoices the hospital for a set of plate & screws at RMB 3,000.00. The vendor will have to deliver RMB 750.00 (25% in this case) in 
cash to the surgeon upon completion of surgery [sic].”  
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55. On or around March 14, 2005, Director of Internal Audit instructed an auditor to classify improper payments being made to doctors in 
connection with certain clinical trials as “entertainment.”  

56. On or around December 28, 2005, an employee of Biomet China emailed Associate Regional Manager, noting that doctors conducting 
certain clinical trials are paid a 10–15% “consulting fee.”  

57. In or around late 2006, Biomet ended its relationship with the Chinese Distributor.  

58. From on or around October 6 through on or around October 13, 2007, Biomet China sponsored the travel of 20 surgeons to Barcelona 
and Valencia for training, including a substantial portion of the trip being devoted to sightseeing and other entertainment at Biomet’s expense.  

59. On or around October 11, 2007, the product manager for Biomet China sent an email to Associate Regional Manager, discussing ways 
to evade efforts by the Chinese government to halt corruption in health care by requiring all international companies to declare actual cost for 
import to the government, noting, “Obviously, China government [sic] doesn’t have ability to forbid the corruption from hospitals & 
surgeons…,” proposing four methods for avoiding the regulation, including falsified invoices.  

Books and Records  

60. From in or around 2000 to in or around 2008, in the District of the District of Columbia and elsewhere, at the end of each of Biomet’s 
fiscal years, the books and records of Biomet Argentina, Biomet International, and Biomet China contained false characterizations of bribes paid 
to publicly employed HCPs, as “commissions,” “royalties,” “consulting fees,” “other sales and marketing,” “scientific incentives,” and 
“consulting fees,” and those books and records were incorporated into the books and records of Biomet for purposes of preparing Biomet’s year-
end financial statements, which were filed with the Securities and Exchange Commission in Washington, D.C.  
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ATTACHMENT B  

CERTIFICATE OF CORPORATE RESOLUTION  

WHEREAS, BIOMET, INC. (“Biomet” or, the “Company”) has been engaged in discussions with the United States Department of Justice, 
Criminal Division, Fraud Section (the “Department”) in connection with issues arising in relation to certain corrupt payments to foreign officials 
to obtain and retain business for the Biomet; and  

WHEREAS, in order to resolve such discussions, it is proposed that the Company enter into a certain agreement with the Department; and  

WHEREAS the Company’s General Counsel, together with outside counsel for the Company, have advised the Board of Directors of the 
Company’s rights, possible defenses, the Sentencing Guidelines’ provisions, and the consequences of entering into such agreement with the 
Department;  

Therefore, this Board hereby RESOLVES that:  

1. The Company (a) consents to the filing in the United States District Court for the District of Columbia of an Information charging 
Biomet, Inc. with conspiracy to commit an offense against the United States, namely, to violate the Foreign Corrupt Practices Act (“FCPA”) (15 
U.S.C. § 78dd-l), in violation of 18 U.S.C. § 371; and the payment of bribes, in violation of 15 U.S.C. § 78dd-l and 18 U.S.C. § 2 (Count Two); 
(b) waives indictment on such charges and enters into a Deferred Prosecution Agreement with the Department; and (c) agrees to accept a 
monetary penalty against Biomet of $17,280,000, and to pay $17,280,000 to the United States Treasury with respect to the conduct described in 
the Information and the Statement of Facts.  

2. The General Counsel, or his delegate, is hereby authorized, empowered, and directed, on behalf of the Company, to execute the Deferred 
Prosecution Agreement substantially in such form as reviewed by this Board of Directors at this meeting with such changes as the General 
Counsel, or his delegate, may approve;  

3. The General Counsel, or his delegate, is hereby authorized, empowered, and directed to take any and all actions as may be necessary or 
appropriate, and to approve the forms, terms, or provisions of any agreement or other documents as may be necessary or appropriate to carry out 
and effectuate the purpose and intent of the foregoing resolutions; and  
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4. All of the actions of the General Counsel, which actions would have been authorized by the foregoing resolutions except that such 
actions were taken prior to the adoption of such resolutions, are hereby severally ratified, confirmed, approved, and adopted as actions on behalf 
of the Company.  
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Date: 3/22, 2012       /s/ Jeffrey R. Binder 
      Jeffrey R. Binder 

      
Chairman, Board of Directors  
Biomet, Inc.  



ATTACHMENT C  

CORPORATE COMPLIANCE PROGRAM  

In order to address deficiencies in its internal controls, policies, and procedures regarding compliance with the Foreign Corrupt Practices 
Act (“FCPA”), 15 U.S.C. §§ 78dd-l, et seq., and other applicable anti-corruption laws, Biomet, Inc. and its subsidiaries (collectively, “Biomet”) 
agree to continue to conduct, in a manner consistent with all of its obligations under this Agreement, appropriate reviews of its existing internal 
controls, policies, and procedures.  

Where necessary and appropriate, Biomet agrees to adopt new or to modify existing internal controls, policies, and procedures in order to 
ensure that it maintains: (a) a system of internal accounting controls designed to ensure that Biomet makes and keeps fair and accurate books, 
records, and accounts; and (b) a rigorous anti-corruption compliance code, standards, and procedures designed to detect and deter violations of 
the FCPA and other applicable anti-corruption laws. At a minimum, this should include, but not be limited to, the following elements to the 
extent they are not already part of the company’s existing internal controls, policies, and procedures:  

1. Biomet will develop and promulgate a clearly articulated and visible corporate policy against violations of the FCPA, including its anti-
bribery, books and records, and internal controls provisions, and other applicable counterparts (collectively, the “anti-corruption laws,”), 
including strong, explicit, and visible support and commitment from senior management to the program.  

2. Biomet will develop and promulgate compliance standards and procedures designed to reduce the prospect of violations of the anti-
corruption laws and Biomet’s compliance code and will take appropriate measures to encourage and support the observance of ethics and 
compliance standards and procedures against foreign bribery at all levels of the company. These standards and procedures shall apply to all 
directors, officers, and employees and, where necessary and appropriate, outside parties acting on behalf of Biomet in a foreign jurisdiction, 
including but not limited to, agents and intermediaries, consultants, representatives, distributors, teaming partners, contractors and suppliers, 
consortia, and joint venture partners (collectively, “agents and business partners”), and shall notify all employees that compliance with the 
standards and procedures is the duty of individuals at all levels of the company. Such standards and procedures shall include policies governing:  
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  a. Gifts; 

  b. Hospitality, entertainment, and expenses; 

  c. Customer travel; 



   

   

   

3. Biomet will develop these compliance standards and procedures, including internal controls, ethics, and compliance programs on the 
basis of a risk assessment addressing the individual circumstances of the company, in particular the foreign bribery risks facing the company, 
including, but not limited to, its geographical organization, interaction with governments, and industrial sector of operation.  

4. Biomet shall review its compliance standards and procedures, including internal controls, ethics, and compliance programs, no less than 
annually, and updated as appropriate, taking into account relevant developments in the field and evolving international and industry standards, 
and update and adapt as necessary to ensure the continued effectiveness of the company’s internal controls, ethics, and compliance programs.  

5. Biomet will assign responsibility to one or more senior corporate executives of Biomet for the implementation and oversight of 
compliance with policies, standards, and procedures regarding the anti-corruption laws. Such corporate official(s) shall have direct reporting 
obligations to independent monitoring bodies, including internal audit, Biomet’s Board of Directors, or any appropriate committee of the Board 
of Directors, and shall have an adequate level of autonomy from management as well as sufficient resources and authority to maintain such 
autonomy.  

6. Biomet will ensure that it has a system of financial and accounting procedures, including a system of internal controls, reasonably 
designed to ensure the maintenance of fair and accurate books, records, and accounts to ensure that they cannot be used for the purpose of 
foreign bribery or concealing such bribery.  

7. Biomet will implement mechanisms designed to ensure that the policies, standards, and procedures of Biomet regarding the anti-
corruption laws are effectively communicated to all directors, officers, employees, and, where appropriate, agents and business partners. These 
mechanisms shall include: (a) periodic training for all directors, officers, and employees, and, where necessary and appropriate, agents and 
business partners; and (b) annual certifications by all such directors, officers, and employees, and, where necessary and appropriate, agents, and 
business partners, certifying compliance with the training requirements.  
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  d. Political contributions; 

  e. Charitable donations and sponsorships; 

  f. Facilitation payments; and 

  g. Solicitation and extortion. 



8. Biomet will establish an effective system for:  
   

   

   

9. Biomet will institute appropriate disciplinary procedures to address, among other things, violations of the anti-corruption laws and 
Biomet’s compliance and ethics program by Biomet’s directors, officers, and employees. Biomet shall implement procedures to ensure that 
where misconduct is discovered, reasonable steps are taken to remedy the harm resulting from such misconduct, and to ensure that appropriate 
steps are taken to prevent further similar misconduct, including assessing the internal controls, ethics, and compliance program and making 
modifications necessary to ensure the program is effective.  

10. Biomet will institute appropriate due diligence and compliance requirements pertaining to the retention and oversight of all agents and 
business partners, including:  
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a. Providing guidance and advice to directors, officers, employees, and, where appropriate, agents and business partners, on 

complying with Biomet’s compliance policies, standards, and procedures, including when they need advice on an urgent basis 
on difficult situations in foreign jurisdictions; 

  

b. Internal and, where possible, confidential reporting by, and protection of, directors, officers, employees, and, where 
appropriate, agents and business partners, not willing to violate professional standards or ethics under instructions or pressure 
from hierarchical superiors, as well as for directors, officers, employee, and, where appropriate, agents and business partners, 
willing to report breaches of the law or professional standards or ethics concerning anti-corruption occurring within the 
company, suspected criminal conduct, and/or violations of the compliance policies, standards, and procedures regarding the 
anti-corruption laws for directors, officers, employees, and, where necessary and appropriate, agents and business partners; 
and 

  c. Responding to such requests and undertaking appropriate action in response to such reports. 

  
a. Properly documented risk-based due diligence pertaining to the hiring and appropriate and regular oversight of agents and 

business partners; 

  
b. Informing agents and business partners of Biomet’s commitment to abiding by laws on the prohibitions against foreign 

bribery, and of Biomet’s ethics and compliance standards and procedures or other measures for preventing and detecting such 
bribery; and 

  c. Seeking a reciprocal commitment from agents and business partners. 



11. Where appropriate, Biomet will include standard provisions in agreements, contracts, and renewals thereof with all agents and business 
partners that are reasonably calculated to prevent violations of the anti-corruption laws, which may, depending upon the circumstances, include: 
(a) anti-corruption representations and undertakings relating to compliance with the anti-corruption laws; (b) rights to conduct audits of the 
books and records of the agent or business partner to ensure compliance with the foregoing; and (c) rights to terminate an agent or business 
partner as a result of any breach of anti-corruption laws, and regulations or representations and undertakings related to such matters.  

12. Biomet will conduct periodic review and testing of the compliance code, standards, and procedures designed to evaluate and improve 
their effectiveness in preventing and detecting violations of anti-corruption laws and Biomet’s compliance and ethics programs, taking into 
account relevant developments in the field and evolving international and industry standards.  
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ATTACHMENT D  

CORPORATE COMPLIANCE MONITOR  

The duties and authority of the Corporate Compliance Monitor (the “Monitor”), and the obligations of Biomet, Inc. (“Biomet”) with 
respect to the Monitor and the Department, are as described below:  

1. Biomet shall retain the Monitor for a period of not less than eighteen (18) months. Subject to certain conditions specified below that 
would, in the sole discretion of the Department, allow for a reduction or extension of the term (the “Term of the Monitorship”), the Monitor shall 
be retained until the criteria in Paragraph 8 are satisfied or the Agreement expires, whichever occurs first.  

2. The Monitor’s primary responsibility is to assess and monitor Biomet’s compliance with the terms of this Agreement so as to 
specifically address and reduce the risk of any recurrence of Biomet’s misconduct. During the Term of the Monitorship, the Monitor will 
evaluate, in the manner set forth in Paragraphs 3 through 10 below, the effectiveness and implementation of the corporate compliance program, 
internal controls and financial reporting policies and procedures of Biomet as they relate to Biomet’s current and ongoing compliance with the 
anti-bribery provisions of the FCPA and other anti-corruption laws applicable to Biomet (collectively, the “anti-corruption laws”), and take such 
reasonable steps as, in his or her view, may be necessary to fulfill the foregoing mandate (the “Mandate”).  

3. Biomet shall cooperate fully with the Monitor, and the Monitor shall have the authority to take such reasonable steps as, in his or her 
view, may be necessary to be fully informed about Biomet’s compliance program within the scope of the Mandate in accordance with the 
principles set forth herein and applicable law, including data protection, blocking statutes, and labor laws and regulations applicable to Biomet. 
To that end, Biomet shall: provide the Monitor access to Biomet’s documents and resources; not limit such access, except as provided in this 
Paragraph; and provide guidance on applicable laws (such as relevant data protection, blocking statutes, and labor laws). Biomet shall provide 
the Monitor with access to all information, documents, records, facilities and/or employees, as requested by the Monitor, that fall within the 
scope of the Mandate of the Monitor under this Agreement. Any disclosure by Biomet to the Monitor concerning corrupt payments shall not 
relieve Biomet of any otherwise applicable obligation to truthfully disclose such matters to the Department.  

a. The parties agree that no attorney-client relationship shall be formed between Biomet and the Monitor.  
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b. In the event that Biomet seeks to withhold from the Monitor access to information, documents, records, facilities and/or employees 
of Biomet that may be subject to a claim of attorney-client privilege or to the attorney work-product doctrine, or where Biomet reasonably 
believes production would otherwise be inconsistent with applicable law, Biomet shall work cooperatively with the Monitor to resolve the matter 
to the satisfaction of the If the matter cannot be resolved, at the request of the Monitor, Biomet shall promptly provide written notice to the 
Monitor and the Department. Such notice shall include a general description of the nature of the information, documents, records, facilities 
and/or employees that are being withheld, as well as the basis for the claim. To the extent Biomet has provided information to the Department in 
the course of the investigation leading to this action pursuant to a non-waiver of privilege agreement, Biomet and the Monitor may agree to 
production of such information to the Monitor pursuant to a similar non-waiver agreement.  

4. To carry out the Mandate during the Term of the Monitorship, the Monitor shall conduct an initial review and prepare an initial report, 
followed by at least one (l) follow-up review and report as described in Paragraph 7 below, and one (1) final report as described in Paragraph 8 
below. With respect to the initial report and the follow-up review, after consultation with Biomet and the Department, the Monitor shall prepare 
a written work plan, which shall be submitted no fewer than sixty (60) calendar days prior to commencing each review to Biomet and the 
Department for comment, which comment shall be provided no more than thirty (30) calendar days after receipt of the written work plan. The 
Monitor’s work plan for the initial review shall include such steps as are reasonably necessary to conduct an effective initial review in 
accordance with the Mandate, including developing an understanding, to the extent the Monitor deems appropriate, of the facts and 
circumstances surrounding any violations that may have occurred before the date of this Agreement is filed with the Court. In developing such 
understanding, the Monitor is to rely to the extent possible on available information and documents provided by Biomet, and it is not intended 
that the Monitor will conduct his or her own inquiry into those historical events. In developing each work plan and in carrying out the reviews 
pursuant to such plans, the Monitor is encouraged to coordinate with Biomet personnel, including auditors and compliance personnel, and, to the 
extent the Monitor deems appropriate, he or she may rely on Biomet processes, on the results of studies, reviews, audits and analyses conducted 
by or on behalf of Biomet and on sampling and testing methodologies. Any disputes between Biomet and the Monitor with respect to the work 
plan shall be decided by the Department in its sole discretion.  

5. The initial review shall commence no later than ninety (90) calendar days from the date of the engagement of the Monitor (unless 
otherwise agreed by Biomet, the Monitor and the Department), and the Monitor shall issue a written report within ninety (90) calendar days of 
initiating the initial review, setting forth the Monitor’s assessment and making recommendations reasonably designed to improve the 
effectiveness of Biomet’s program for ensuring compliance with the anti-corruption laws. The Monitor is encouraged to consult with Biomet 
concerning his or her other findings and recommendations on an ongoing basis, and to consider and reflect Biomet’s comments and input to the 
extent the Monitor deems appropriate. The Monitor need not in his or her initial or subsequent reports recite or describe comprehensively 
Biomet’s history or compliance policies, procedures and practices, but rather may focus on those areas with respect to which the Monitor wishes 
to make recommendations for improvement or which the  
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Monitor otherwise concludes merit particular attention. The Monitor shall provide the report to the Board of Directors of Biomet and 
contemporaneously transmit copies to Deputy Chief FCPA Unit, Fraud Section, Criminal Division, U.S. Department of Justice, 10th and 
Constitution Ave., N.W., Bond Building, Fourth Floor, Washington, D.C. 20530. After consultation with Biomet, the Monitor may extend the 
time period for issuance of the report for up to thirty (30) calendar days with prior written approval of the Department.  

6. Within ninety (90) calendar days after receiving the Monitor’s report, Biomet shall adopt all recommendations in the report; provided, 
however, that within thirty (30) calendar days after receiving the report, Biomet shall notify the Monitor and the Department in writing of any 
recommendations that Biomet considers unduly burdensome, inconsistent with local or other applicable law or regulation, impractical, unduly 
costly or otherwise inadvisable. With respect to any recommendation that Biomet considers unduly burdensome, inconsistent with local or other 
applicable law or regulation, impractical, unduly costly or otherwise inadvisable, Biomet need not adopt that recommendation within that time 
but shall propose in writing an alternative policy, procedure or system designed to achieve the same objective or purpose. As to any 
recommendation on which Biomet and the Monitor do not agree, such parties shall attempt in good faith to reach an agreement within thirty 
(30) calendar days after Biomet serves the written notice. In the event Biomet and the Monitor are unable to agree on an acceptable alternative 
proposal, Biomet shall promptly consult with the Department. Any disputes between Biomet, on the one hand, and the Monitor, on the other 
hand, with respect to the recommendations shall be decided by the Department in its sole discretion. The Department may consider the Monitor’s 
recommendation and Biomet’s reasons for not adopting the recommendation in determining whether Biomet has fully complied with its 
obligations under this Agreement. Pending such determination, Biomet shall not be required to implement any contested recommendation(s). 
With respect to any recommendation that the Monitor determines cannot reasonably be implemented within ninety (90) calendar days after 
receiving the report, the Monitor may extend the time period for implementation with prior written approval of the Department.  

7. The Monitor shall undertake at least one follow-up review to carry out the Mandate. Within one hundred and twenty (120) calendar days 
of initiating the follow-up review, the Monitor shall: (a) complete the review; (b) certify whether the compliance program of Biomet, including 
its policies and procedures, is reasonably designed and implemented to detect and prevent violations within Biomet of the anti-corruption laws 
and is functioning effectively; and (c) report on the Monitor’s findings in the same fashion as set forth in Paragraph 5 with respect to the initial 
review. The first follow-up review shall commence one year after the initial review commenced. If, reasonably promptly after completing the 
follow-up review, the Monitor and the Department mutually agree that Biomet has not by that time successfully satisfied its obligations under 
the Agreement with respect to the Monitor’s Mandate, the Term of the Monitorship shall be extended for one additional year, and the Monitor 
shall undertake a second follow-up review in accordance with the procedures for such follow-up reviews set out in the Agreement. If, after 
completing a second follow-up review, the Monitor and the Department again mutually agree that the Biomet has not successfully satisfied its 
obligations under the  
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Agreement with respect to the Monitor’s Mandate, the Term of the Monitorship shall be extended until expiration of the Agreement, and the 
Monitor shall undertake a third follow-up review in accordance with the procedures for such follow-up reviews set out in the Agreement. 
Additional follow-up reviews, should any be required, shall commence one year after the first follow-up review commenced. After consultation 
with Biomet, the Monitor may extend the time period for these follow-up reviews for up to sixty (60) calendar days with prior written approval 
of the Department.  

8. If, reasonably promptly after completing a follow-up review, the Monitor, the Department, and the Biomet mutually agree that Biomet’s 
compliance program is reasonably designed and implemented to detect and prevent violations of the anti-corruption laws and is functioning 
effectively, the Monitor and the Biomet shall submit to the Department a written report within sixty (60) calendar days of the submission of the 
follow up review setting forth a complete description of its remediation efforts to date, its proposals reasonably designed to improve the internal 
controls, policies, and procedures of Biomet for ensuring compliance with the FCPA and other applicable anticorruption laws, and the proposed 
scope for the Biomet’s self-reporting. This report shall include a schedule of enhanced compliance obligations already undertaken by the Biomet 
for the Department’s approval, and the Biomet’s self-reporting shall include measures taken to implement the enhanced compliance obligations. 
The Biomet may extend the time period for issuance of the report with prior written approval of the Department. At such time as the Department 
approves the schedule of enhanced compliance obligations, the Monitorship shall be terminated and the Biomet will self-report to the 
Department on its enhanced compliance obligations for the remainder of the term of the Agreement, as described in Paragraph 12 of the 
Agreement.  

9. In undertaking the assessments and reviews described in Paragraphs 4 through 8 of this Agreement, the Monitor shall formulate 
conclusions based on, among other things: (a) inspection of relevant documents, including Biomet’s current anti-corruption policies and 
procedures; (b) on-site observation of selected systems and procedures of Biomet at sample sites, including internal controls and record-keeping 
and internal audit procedures; (c) meetings with, and interviews of, relevant employees, officers, directors and other persons at mutually 
convenient times and places; and (d) analyses, studies and testing of Biomet’s compliance program with respect to the anticorruption laws.  

10. Should the Monitor, during the course of his or her engagement, discover that questionable or corrupt payments or questionable or 
corrupt transfers of property or interests may have been offered, promised, paid or authorized by any entity or person within Biomet, or any 
entity or person working directly or indirectly for Biomet, either (a) after the date on which this Agreement is accepted by the Court or (b) that 
have not been adequately dealt with by Biomet (collectively, “improper activities”), the Monitor shall promptly report such improper activities to 
Biomet’s General Counsel for further action. If the Monitor believes that any improper activity or activities may constitute a significant violation 
of law, the Monitor shall also report such improper activity to the Department. The Monitor shall disclose improper activities in his or her  
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discretion directly to the Department, and not to the General Counsel, only if the Monitor believes that disclosure to Biomet’s General Counsel 
would be inappropriate under the circumstances, and in such case should disclose the improper activities to Biomet’s General Counsel as 
promptly and completely as the Monitor deems appropriate under the circumstances. The Monitor shall address in his or her reports the 
appropriateness of Biomet’s response to all improper activities, whether previously disclosed to the Department or not. Further, in the event that 
Biomet, or any entity or person working directly or indirectly within Biomet, refuses to provide information necessary for the performance of the 
Monitor’s responsibilities, if the Monitor believes that such refusal is without just cause, the Monitor shall disclose that fact to the Department. 
Biomet shall not take any action to retaliate against the Monitor for any such disclosures or for any other reason. The Monitor may report any 
criminal or regulatory violations by Biomet or any other entity discovered in the course of performing his or her duties in the same manner as 
described above.  

11. At least annually, and more frequently if appropriate, representatives from Biomet and the Department will meet together to discuss the 
monitorship and any suggestions, comments or improvements Biomet may wish to discuss with or propose to the Department.  
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EXHIBIT 31.1 

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002  

I, David C. Dvorak, certify that:  
   

   

   

   

   

   

   

   

   

   

   

Date: August 10, 2015  
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1. I have reviewed this quarterly report on Form 10-Q of Zimmer Biomet Holdings, Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 
13a-15(f) and 15d-15(f)) for the registrant and have: 

  
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us 
by others within those entities, particularly during the period in which this report is being prepared; 

  
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 

our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting principles; 

  
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about 

the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

  
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s 

most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over 
financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors: 

  (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and 

  (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s 
internal control over financial reporting. 

/s/ David C. Dvorak 

David C. Dvorak 
President and Chief Executive Officer 



EXHIBIT 31.2 

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002  

I, Daniel P. Florin, certify that:  
   

   

   

   

   

   

   

   

   

   

   

Date: August 10, 2015  
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1. I have reviewed this quarterly report on Form 10-Q of Zimmer Biomet Holdings, Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 
13a-15(f) and 15d-15(f)) for the registrant and have: 

  
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us 
by others within those entities, particularly during the period in which this report is being prepared; 

  
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 

our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting principles; 

  
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about 

the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

  
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s 

most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over 
financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors: 

  (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and 

  (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s 
internal control over financial reporting. 

/s/ Daniel P. Florin 

Daniel P. Florin 
Senior Vice President and Chief Financial Officer 



Exhibit 32 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO  

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the Quarterly Report of Zimmer Biomet Holdings, Inc. (the “Company”) on Form 10-Q for the period ending June 30, 2015 
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned certify, pursuant to 18 U.S.C. § 
1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:  
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  (1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

  (2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of 
the Company. 

/s/ David C. Dvorak 
David C. Dvorak 
President and Chief Executive Officer 
August 10, 2015 

/s/ Daniel P. Florin 
Daniel P. Florin 
Senior Vice President and Chief Financial Officer 
August 10, 2015 


