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Part I—Financial Information

ltem 1. Financial Statements

ZIMMER BIOMET HOLDINGS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS
(in millions, except per share amounts, unaudited)

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014

Net Sales $1,167.¢ $1,182.¢ $2,302.( $2,344.
Cost of products sol 290.f 331.¢ 569.2 635.:
Gross Profit 877.1 851.3 1,732.¢ 1,709.:
Research and developmt 51.¢ 48.C 99.¢ 95.£
Selling, general and administrati 445.1 436.] 870.1 880.¢
Intangible asset amortizatic 33.C 22.2 53.4 51.¢
Certain claims (Note 1¢ 7.7 21.¢ 7.7 21.¢
Special items (Note - 469.4 62.3 556.4 98.¢

Operating expenst 1,006.¢ 590.4 1,587 .« 1,148..
Operating (Loss) Profit (129.5 260.¢ 145.¢ 561.C
Other expense, n (4.0 (11.¢ (26.€) (13.9)
Interest incomt 2.t 2.6 5.1 5.4
Interest expens (82.7) (15.9) (105.9 (30.9)
(Loss) Earnings before income ta: (213.%) 236.4 18.1 522.:
(Benefit) Provision for income taxi (55.5) 60.2 (0.5) 125.]
Net (loss) earning (158.9) 176.1 18.€ 397.2
Less: Net loss attributable to noncontrolling et (0.2) (0.9 (0.5) (0.9
Net (Loss) Earnings of Zimmer Biomet Holdings, Inc $(158.0 $ 176t $ 19.1 $ 398.(
(Loss) Earnings Per Common Share

Basic $ (0.9) $ 1.0¢ $ 0.11 $ 2.3¢€

Diluted $ (0.9)) $ 1.0% $ 0.11 $ 2.3¢
Weighted Average Common Shares Outstandin

Basic 173.( 168.2 171.k 168.7

Diluted 173.( 171.( 174.% 171.¢
Cash Dividends Declared Per Common Shai $ 0.22 $ 0.2Z $ 0.44 $ 0.4

The accompanying notes are an integral part ottheasolidated financial statements.
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ZIMMER BIOMET HOLDINGS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions, unaudited)

Three Months Six Months
Ended Ended
June 30, June 30,
2015 2014 2015 2014
Net (loss) earning $(158.2) $176.1 $ 18.€ $397.C
Other Comprehensive Incorr
Foreign currency cumulative translation adjustm 27.¢ (12.9) (124.9) 3.€
Unrealized cash flow hedge gains/(losses), nedx (13.7 (8.3 39.2 (11.9
Reclassification adjustments on foreign currenayges, net of ta (25.2) (2.7) (46.7) (4.7)
Unrealized gains on securities, net of (0.2 0.1 0.t 0.z
Reclassification adjustments on securities, néto — — — (0.9
Adjustments to prior service cost and unrecognasdarial assumptions, net of 1 1.t 3.6 5.4 1.7
Total Other Comprehensive (Los (9.0 (19.6) (126.9) (11.0
Comprehensive (Loss) Incor (167.2) 156.t (207.9 386.2
Comprehensive gain/(loss) attributable to the natroting interes! (0.2) (0.9 — (0.8
Comprehensive (Loss) Income attributable to ZimBiemet Holdings, Inc $(167.0 $156.¢  $(107.§) $387.(

The accompanying notes are an integral part oktheasolidated financial statements.
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ZIMMER BIOMET HOLDINGS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(in millions, unaudited)

December 31

June 30,
2015 2014
ASSETS
Current Assets:
Cash and cash equivalel $ 1,424.¢ $ 1,083.
Shor-term investment 459.( 612.5
Accounts receivable, less allowance for doubtfgloants 1,490.: 912.1
Inventories 2,441 . 1,169.(
Prepaid expenses and other current a: 551.7 193.5
Deferred income taxe 384.t 318.¢
Total Current Asset 6,751. 4,289.(
Property, plant and equipment, | 1,998.¢ 1,288.¢
Goodwill 7,730.° 2,514.;
Intangible assets, n 9,941.! 603.t
Other asset 781.7 939.:
Total Assets $27,204.( $ 9,634
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payabl $ 268.C $ 167.1
Income taxes payab 134.( 72.L
Current portion of lon-term debt 300.( —
Other current liabilitie: 1,460.¢ 798.f
Total Current Liabilities 2,163.: 1,038.(
Long-term income tax payab 358.¢ 181.%
Deferred income taxe 2,363.: 45.¢
Other lon¢-term liabilities 443.2 421.C
Long-term debi 11,749.¢ 1,425.!
Total Liabilities 17,078.: 3,112.;
Commitments and Contingencies (Note 1€
Stockholders Equity:
Zimmer Biomet Holdings, Inc. Stockhold’ Equity:
Common stock, $0.01 par value, one billion shamsaized, 301.9 million shares issued in 2
(268.4 million in 2014 3.C 2.7
Paic-in capital 8,110.( 4,330."
Retained earning 8,232.: 8,285.:
Accumulated other comprehensive inca (40.5) 85.¢
Treasury stock, 98.6 million shares in 2015 (98ilfion shares in 2014 (6,180.7) (6,183.7)
Total Zimmer Biomet Holdings, Inc. stockhold’ equity 10,124.: 6,520.¢
Noncontrolling interes 1.8 1.8
Total Stockholders' Equity 10,125.¢ 6,522.¢
Total Liabilities and Stockholders’ Equity $27,204.( $ 9,634

The accompanying notes are an integral part ottheasolidated financial statements.
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ZIMMER BIOMET HOLDINGS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions, unaudited)

For the Six Months
Ended June 30

2015 2014
Cash flows provided by (used in) operating activigs:
Net earning: $ 18 $ 397.C
Adjustments to reconcile net earnings to cash pgexby operating activitie
Depreciation and amortizatic 188.¢ 192.:
Shar+based compensatic 21.2 242
Non-cash Biomet merger consideration compensation &g 164.1 —
Income tax benefit from stock option exerci 74.C 28.¢
Excess income tax benefit from stock option exes (9.7 (8.6)
Inventory ste-up 10.5 4.2
Gain on divestiture of asse (18.9 —
Changes in operating assets and liabilities, neffett of acquisitions
Income taxe: 30.t (114.9
Receivable! (59.9) (14.9)
Inventories (149.9 (85.2)
Accounts payable and accrued expei 95.¢ (1.7
Other assets and liabiliti¢ (87.9 20.¢
Net cash provided by operating activit 278.: 442 .¢
Cash flows provided by (used in) investing activiés:
Additions to instrument (204.0 (112.0
Additions to other property, plant and equipm (64.¢) (63.9
Purchases of investmer (152.¢) (783.9)
Sales of investmen 398.¢ 691.4
Proceeds from divestiture of ass 24.1 —
Biomet acquisition, net of acquired ce (7,812.9 —
Investments in other asst (9.9 (1.9
Net cash used in investing activiti (7,720.) (268.%)
Cash flows provided by (used in) financing activigs:
Proceeds from senior not 7,628.. —
Proceeds from term loe 3,000.( —
Redemption of senior noti (2,740.() —
Net proceeds under revolving credit facilit 0.¢ 0.t
Dividends paid to stockholde (74.9) (70.9
Proceeds from employee stock compensation | 34.¢ 218.¢
Excess income tax benefit from stock option exes 9.1 8.€
Debt issuance cos (58.9 (47.9)
Repurchase of common sta — (400.5
Net cash provided by (used in) financing activi 7,799.° (291.)
Effect of exchange rates on cash and cash equts: (16.0 5.C
Increase (decrease) in cash and cash equivi 341.: (111.9)
Cash and cash equivalents, beginning of 1,083.: 1,080.¢
Cash and cash equivalents, end of pe $1,424.¢ $ 968.i

The accompanying notes are an integral part oktheasolidated financial statements.
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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 unauditedsaould be read in conjunction with the consoéddtnancial statements and
accompanying notes included in the 2014 Annual RepoForm 10-K filed by Zimmer Biomet Holdings,clrBeginning January 1, 2015, we
changed our quarter-end closing convention fomtlagority of our international subsidiaries, whidtthe case of the three and six month
periods ended June 30, 2015, resulted in a chdrthataquarter-end close from June 25 to June 30a Aonsequence, our results of operation
for the six month period ended June 30, 2015 ireclyal to four more billing days for such internadbsubsidiaries than were included in our
results of operations for the six month period ehdiene 30, 2014. This change did not result igaifstant difference in the number of billing
days for the three month period ended June 30,.20&5have not restated the presentation of the #0&dcial statements to conform to this
change of closing convention because the impaitteothange is not material to the consolidatedtsestioperations or to the comparisons
between the 2015 and 2014 periods.

In our opinion, the accompanying unaudited condgrsasolidated financial statements include allisipents necessary for a fair
statement of the financial position, results ofratiens and cash flows for the interim periods enésd. The December 31, 2014 condensed
consolidated balance sheet data was derived fralitegiufinancial statements, but does not inclutidiatlosures required by accounting
principles generally accepted in the United Stafemerica (GAAP). Results for interim periods shiboot be considered indicative of results
for the full year. Certain amounts in the 2014 camakd consolidated financial statements have ledassified to conform to the 2015
presentation.

On June 24, 2015 (the “Closing Date”), we completedmerger with LVB Acquisition, Inc. (“LVB"), th@arent company of Biomet,
Inc. (“Biomet”), by acquiring 100 percent of LVBi&ting interests (sometimes hereinafter referreastthe “Biomet merger” or the “merger”).
For more information on the merger, see Note oimection with the merger, we changed our nanma #anmer Holdings, Inc. to Zimmer
Biomet Holdings, Inc.

The words “we,” “us,” “our” and similar words anditmmer Biomet” refer to Zimmer Biomet Holdings, lrend its subsidiaries.
“Zimmer Biomet Holdings” refers to the parent companly. “Zimmer” used alone refers to the businesmformation of us and our
subsidiaries on a stand-alone basis without incfusi the business or information of LVB or anyitsfsubsidiaries. Unless the context
indicates or requires otherwise, references to “L¥Bd “Biomet” refer to LVB and its subsidiaries.

7
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2. Significant Accounting Policies

Special ltens—We recognize expenses resulting directly frombuginess combinations, employee termination benegrtain R&D
agreements, certain contract terminations, comgu#ind professional fees and asset impairmentssrdo disposal charges connected with
global restructuring, quality and operational elargde initiatives, and other items as “Special &&m our condensed consolidated stateme
earnings. “Special items” included (in millions):

Three Months Six Months
Ended June 30, Ended June 30,
2015 2014 2015 2014
Biomet merger-related
Merger consideration compensation expe $164.1 $— $164.1 $—
Retention plan 73.C — 73.C —
Consulting and professional fe 62.£ 13.7 86.¢€ 13.7
Employee severanc 64.5 — 64.¢ —
Dedicated project personr 8.1 — 9.1 —
Relocated facilitie: 0.¢ — 0.€ —
Contract termination 15.¢ — 15.¢ —
Other 1.7 — 1.¢ —
Other
Consulting and professional fe 39.¢ 27.C 79.5 42.C
Employee severanc 0.7 — 0.t 0.6
Dedicated project personr 10.1 10.¢ 22.t 21.¢
Impairment/loss on disposal of ass — 4.€ 2.2 5.6
Certain R&D agreemen — — — 4.5
Relocated facilitie: — — 0.t 0.7
Distributor acquisition: — 0.4 — 0.4
Certain litigation matter 20.2 — 20.2 —
Contract termination — 2.2 — 2.2
Contingent consideration adjustme — (0.7 2.2 0.4
Accelerated software amortizati — 15 iLE 3.C
Other 8.1 2.1 10.5 3.4
Special item: $469./ $62.5 $556.4 $98.¢

Pursuant to the Biomet merger agreement, all cudstg LVB stock options and LVB stodkased awards vested immediately prior tc
effective time of the merger, and holders of LVBc#t options and LVB stock-based awards receivedragn of the aggregate merger
consideration. Some LVB stock options and LVB stbeked awards were already vested under the tdrindBis equity incentive plans. We
accounted for the fair value of the consideratienpaid in exchange for previously vested LVB stopkions and LVB stock-based awards as
consideration to complete the merger. As part efriterger agreement terms, all previously unvestésl étock options and LVB stock-based
awards vested immediately prior to the effectiveetiof the merger. Under LVB’s equity incentive @annvested LVB stock options and LVB
stock-based awards would have otherwise been fledfeiVe have concluded that the discretionary acatdd vesting of unvested LVB stock
options and LVB stock-based awards was for the @oinbenefit of the combined company, and, thesefae classified the fair value of the
merger consideration we paid to holders of suctested LVB stock options and LVB stock-based awafd&l64.1 million as compensation
expense.

Pursuant to the LVB merger agreement, retentionspleere established for certain Biomet employeedshind-party sales agents.
Retention payments were earned by employees amtpaity sales agents who remained with Biomet thrabhghClosing Date. We recogniz
$73.0 million of expense resulting from these ratenplans.
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After the Closing Date, we started to implementiotggration plans to drive operational synergigat of these integration plans
included termination of employees and certain @utf. Expenses attributable to the initial phasbede integration plans that were recogn
in the three and six month periods ended June@I} as part of “Special items” primarily relatedéomination of redundant management
employees. During the remainder of 2015, we exjuetcognize additional employee termination sevegaand contract termination expense
related to termination of agreements with indepahdgents, distributors, suppliers and lessorseasamtinue to implement our integration
plans. Our integration plans are expected to hasugh 2018. The following table summarizes thkiliiges related to these integration plans
millions):

Employee
Termination
Contract
Benefits Terminations Total
Balance, Closing Date $ — $ — $—
Additions 64.t 15.¢ 80.4
Cash Payment — — —
Balance, June 30, 20: $ 64.5 $ 15.¢€ $80.4

Since the Closing Date occurred just prior to J8®e2015, no significant cash payments for thesastwere made during the three
month period ended June 30, 2015. However, itjeeted that the majority of these employee terrigndienefits and contract termination
liabilities noted above will be paid during the sed half of 2015.

Recent Accounting Pronouncementin May 2014, the Financial Accounting StandardsuBlo“FASB”) issued Accounting Standard
Update (“ASU") No. 2014-09—Revenue from Contracts with Customers (Topic 60®)e ASU provides a five-step model for revenue
recognition that all industries will apply to recoze revenue when a customer obtains control afoal @r service. The ASU will be effective
for us beginning January 1, 2018. We are in th#inphases of our adoption plans and, accordingéy/are unable to estimate any effect this
may have on our revenue recognition practices.

In April 2015, the FASB issued ASU 2015-03S#mplifying the Presentation of Debt Issuance Co$tss ASU requires debt issuance
costs to be presented in the balance sheet asa déduction from the carrying value of the assed debt liability, consistent with the
presentation of a debt discount. This ASU doesffett the measurement and recognition of debtisse costs in our statement of earnings.
As of June 30, 2015, this change would resultiectassification of $11.9 million of other curreagsets and $68.6 million of other assets to
debt. The ASU will be effective for us beginningndary 1, 2016.

There are no other recently issued accounting pnocements that we have not yet adopted that aeceeghto have a material effect on
our financial position, results of operations osltflows.

3. Biomet Merger

On the Closing Date, we completed our merger wiflB | the parent company of Biomet. We paid $12,036ilon in cash and stock
and assumed Biomsatsenior notes. The fair value of the principal ant®f the senior notes was $2,740.0 million, whighrepaid in full prio
to June 30, 2015. The merger positions us as aléadhe nearly $50 billion musculoskeletal indysOur product portfolio now includes
Biomet's legacy product lines, including knee aipleconstructive products; sports medicine, exitiesiand trauma products; spine, bone
healing, and microfixation products; dental recamstve products; and cement, biologics and othedpcts. Our larger scale provides for
increased competitiveness in core franchises atibager presence in emerging markets. The mergerys in position to accelerate revenue
growth through crosselling opportunities between our legacy productfptios and sales force specialization. The coratiém of our researc
and development (“R&D”) functions will allow us #@locate a greater portion of the combined R&D sigg towards innovations to address
unmet needs and create new-market adjacenciesls?/exgect to realize operational synergies to eodaalue for stockholders.
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In order to consummate the merger under applicafti¢rust laws and regulations in certain countnes had to divest certain product
line rights and assets. As a result, we recogrezeet gain of $18.9 million in non-operating otegpense, net in the three and six month
periods ended June 30, 2015.

We funded the cash portion of the merger consiaeratith available cash on hand, as well as proséenn a $3.0 billion senior
unsecured term loan and $7.65 billion in seniorconged notes issued in March 2015. See Note &iftdrdr information regarding these debt
instruments.

The aggregate merger consideration paid was $12308ilion, consisting of $8,307.6 million of caahd 32.7 million shares of our
common stock valued at $3,722.7 million. The vafieur common stock was based upon a stock pri¢d ©8.83 per share using the average
of the high and low trading prices on the Closiragé As discussed in Note 2, $164.1 million of¢theh and common stock consideration wa:s
allocated to compensation expense due to the aatiele of the vesting of unvested LVB stock optiemsl LVB stock-based awards in
connection with the merger. Therefore, the amofimerger consideration utilized for the purchasé¢hwme of accounting was $11,866.2
million.

The merger was accounted for under the purchageochetf accounting. Accordingly, LVB's results ofapgtions have been included in
our consolidated results of operations subsequethiet Closing Date, and LVB'’s assets and liabgitieere recorded at their estimated fair
values in our consolidated statement of finanailifion as of the Closing Date, with the excesthefpurchase price over the estimated fair
values being allocated to goodwill. During the theand six month periods ended June 30, 2015, thteypErger net sales and operating loss
Biomet contributed to our consolidated results w58.9 million and $(288.2) million, respectivelhis net operating loss was driven by
$164.1 million of merger consideration compensaéirpense for unvested LVB stock options and LVRIstbased awards, $73.0 million of
retention plan expense, severance expense, inyestp-up expense and intangible asset amortization

The purchase price allocation as of June 30, 20 pBealiminary. The preliminary purchase price akian is based on publicly available
financial information of LVB, our informed insighisto the industries in which LVB competed, andcdissions with LVB’s management. The
estimation of fair values requires a complex sesfgadgments about future events and uncertaimldsh will take us some time to compile.
Additionally, we plan to engage external expertagsist us in the estimation of fair value for aertassets. For these reasons, among others,
there may be differences between these prelimiestiynates of fair value and the final acquisitienaunting, which differences could be
material. The final estimates of fair value areentpd to be completed as soon as possible, bateothan one year from the Closing Date.

10
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The following table summarizes the preliminary fatues of the assets acquired and liabilitiesrassuat the Closing Date (in millions):

As of
June 24, 201
Cash $ 494
Accounts receivable, n 544
Inventory 1,161.°
Other current asse 202.:
Property, plant and equipme 699./
Intangible assets not subject to amortizat
Trademarks and trade nan 515.(
Intangible assets subject to amortizati
Technology 3,053.(
Customer relationshiy 5,829.(
Other asset 29.t
Goodwill 5,292t
Total assets acquire 17,821.¢
Current liabilities 588.¢
Long-term debi 2,740.(
Deferred taxe 2,568.¢
Other lon¢-term liabilities 58.2
Total liabilities assume 5,955."
Net assets acquire $ 11,866.:

The weighted-average amortization period selecietethnology and customer relationship intangégieets was 20 years and 24 years,
respectively. The weighted-average amortizatioimpemnay change in the future based upon our fistiates of fair value.

The goodwill is generated from the operational sgi®s we expect to achieve from our combined ojerat Due to the short period of
time between the Closing Date and the filing ddtihis report on Form 10-Q and based upon themieéiry nature of the fair value estimates,
we have not been able to compile the necessaryniafiion to allocate the goodwill to our operatimgments. None of the goodwill is expec
to be deductible for tax purposes.

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

Americas EMEA Asia Pacific Unallocatec Total

Balance at December 31, 20
Goodwill $1,666.: $1,067. $ 153: $ — $2,887..
Accumulated impairment loss (373.0 — — — (373.0
1,293.: 1,067. 153.c — 2,514..
Biomet merge — — — 5,292.! 5,292.!
Currency translatio (4.7) (66.3) (5.0 — (76.0

Balance at June 30, 20

Goodwill 1,661.! 1,001.- 148.2 5,292.t 8,103.
Accumulated impairment loss (373.0 — — — (373.0

$1,288.! $1,001. $ 148.: $ 5,292t $7,730.
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The following sets forth unaudited pro forma finehinformation derived from (i) the unaudited fir@al statements of Zimmer for the
three and six month periods ended June 30, 2012@Mt and (ii) the unaudited financial statemexfitsVB for the periods January 1, 2015 to
June 23, 2015 and for the three and six month geoaded June 30, 2014. The pro forma financiatinition has been adjusted to give effec
to the merger as if it had occurred on January142

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
(in millions)
Net Sales $1,892.: $2,016.¢ $3,834.. $4,017.¢
Net Earnings $ 46. $ 194.¢ $ 268.( $ 139.1

These unaudited pro forma results have been preépareomparative purposes only and include adjestsisuch as inventory step-up,
amortization of acquired intangible assets andésteexpense on debt incurred to finance the mekdggerial, nonrecurring pro forma
adjustments directly attributable to the Biomet gegrinclude:

* The $164.1 million of merger consideration cemgation expense for unvested LVB stock optionslAfl stock-based awards
was removed from net earnings for the three andhsimth periods ended June 30, 2015 and recognizad axpense in the three
and six month periods ended June 30, 2

* The $73.0 million of retention plan expense wemoved from net earnings for the three and sirtmperiods ended June 30, 2015
and recognized as an expense in the three andasithmperiods ended June 30, 20

4. Inventories

June 30, December 31
2015 2014
(in millions)
Finished good $2,009.¢ $ 899«
Work in progres: 148.: 87.¢
Raw materials 283.: 181.c
Inventories $2,441 .« $ 1,169.(

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

5. Property, Plant and Equipment

June 30, December 31
2015 2014
(in millions)

Land $ 41F $ 20.4
Buildings and equipmel 1,619.: 1,283.¢
Capitalized software cos 295.( 2947
Instruments 2,111 1,696.:
Construction in progres 146.5 115.¢
4,213.% 3,410.¢

Accumulated depreciatic (2,214.) (2,121.9
Property, plant and equipment, | $ 1,998.¢ $ 1,288.¢

12
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6. Investments

We invest in short and long-term investments clessas available-fosale securities. Information regarding our investiaés as follow
(in millions):

Gross
Amortized __ Unrealized Fair
Cost Gains Losse: Value
As of June 30, 2015

Corporate debt securiti $ 433.1 $0.2 $(0.2) $433.1
U.S. government and agency debt secur 121.¢ — — 121.¢
Commercial pape 34.4 — — 34.4
Certificates of depos 31.C — — 31.C
Total short and lor-term investment $ 620.¢ $0.2 $(0.2) $620.<

As of December 31, 201
Corporate debt securiti $ 516.¢ $0.1 $(0.5) $516.5
U.S. government and agency debt secur 194.: — — 194.:
Commercial pape 57.¢ — — 57.¢
Certificates of depos 100.: — — 100.:
Total short and lor-term investment $ 869.: $0.1 $(0.5) $868.¢

The unrealized losses on our investments in cotpal@bt securities were caused by increases iresitgields in the global credit
markets. We believe the unrealized losses assdaidtk these securities as of June 30, 2015 arpdesny because we do not intend to sell
these investments, and we do not believe we witelggiired to sell them before recovery of their gimed cost basis.

The amortized cost and fair value of our availdblesale fixed-maturity securities by contractualtarity are as follows (in millions):

June 30, 201¢
Amortized Fair
Cost Value
Due in one year or less $ 459.( $459.(
Due after one year through two ye 161.¢ 161.¢
Total $ 620. $620.4
7. Other Current Liabilities
June 30, December 31
2015 2014
(in millions)

Other current liabilities
Salaries, wages and bene $ 356.: $ 167.7
License and service agreeme 212.¢ 100.2
Forward starting interest rate swz — 59.2
Litigation settlement accrual (Note 1 90.3 70.C
Accrued liabilities 801.4 401.5
Total other current liabilitie $1,460.¢ $ 798.t
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8. Debt

Our debt consisted of the following (in millions):

June 30, December 31
2015 2014
Current portion of lon-term debt
U.S. Term Loar $ 300.C $ —
Long-term debi

1.450% Senior Notes due 20 $ 500.C $ —
2.000% Senior Notes due 20 1,150.( —
4.625% Senior Notes due 20 500.C 500.(C
2.700% Senior Notes due 20 1,500.( —
3.375% Senior Notes due 20 300.( 300.C
3.150% Senior Notes due 20 750.( —
3.550% Senior Notes due 20 2,000.( —
4.250% Senior Notes due 20 500.C —
5.750% Senior Notes due 20 500.C 500.(C
4.450% Senior Notes due 20 1,250.( —
U.S. Term Loar 2,700.( —
Japan Term Loa 94.4 98.C
Other lon¢-term debt 4.9 4.9
Debt discoun (22.7) (1.9
Adjustment related to interest rate sw 23.2 24.C
Total lon¢-term deb $11,749.¢ $ 1,425!

At June 30, 2015, our total debt consisted of $®8ifilon aggregate principal amount of our seniotes, a $3.0 billion U.S. term loan
(“U.S. Term Loan”), an 11.7 billion Japanese Yemtdéoan agreement (“Japan Term Loan”) that will unaton May 31, 2018, and other debt
totaling $5.4 million.

The U.S. term loan is part of our $4.35 billion isercredit facility (the “Senior Credit Facility'that contains: (i) a 5-year unsecured term
loan facility in the principal amount of $3.0 bdh (the “U.S. Term Loan Facility”), and (ii) a 5afeunsecured multicurrency revolving facility
in the principal amount of $1.35 billion (the “Midtirrency Revolving Facility”). The Senior Crediéility contains customary affirmative and
negative covenants and events of default for araured financing arrangement, including, amongradthiags, limitations on consolidations,
mergers and sales of assets. Financial covenatitgslea consolidated indebtedness to consolidaBdEA ratio of no greater than 5.0 to 1.0
through June 24, 2016 and no greater than 4.®tth&reafter. If our credit rating falls below istment grade, additional restrictions would
result, including restrictions on investments aagiment of dividends. We were in compliance withcallenants under the Senior Credit
Facility as of June 30, 2015.

On June 24, 2015, we borrowed $3.0 billion underdhS. Term Loan Facility to fund a portion of Bi@met merger. Under the terms of
the U.S. Term Loan Facility, starting SeptemberZ1,5, principal payments are due as follows: $n%illon on a quarterly basis during the
first three years, $112.5 million on a quarterlgibaluring the fourth year, and $412.5 million oquarterly basis during the fifth year.

Borrowings under the Multicurrency Revolving Fagilinay be used for general corporate purposes . ehliere no borrowings
outstanding under the Multicurrency Revolving Facihs of June 30, 2015.

Of the total $8.95 billion aggregate principal ambaf senior notes outstanding at June 30, 2015sswed $7.65 billion of this amount
March 2015 (the “Merger Notes”), the proceeds ofchtwere used to finance a portion of the cashidenation payable in the Biomet merger,
pay merger related fees and expenses and pay a
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portion of Biomet's funded debt. The Merger Notessist of the following seven tranches: the 1.4588%ior Notes due 2017, the 2.000%
Senior Notes due 2018, the 2.700% Senior Note@Re, the 3.150% Senior Notes due 2022, the 3.5588tor Notes due 2025, the 4.250%
Senior Notes due 2035 and the 4.450% Senior Nate045.

We may, at our option, redeem our senior noteghiale or in part, at any time upon payment of thiegipal, any applicable mak&hole
premium, and accrued and unpaid interest to thee afatedemption. In addition, the Merger Notes Hred3.375% Senior Notes due 2021 may
be redeemed at our option without any make-whaenarm at specified dates ranging from one mongixanonths in advance of the
scheduled maturity date.

Between the Closing Date and June 30, 2015, wead#pa Biomet senior notes we assumed in the mefder fair value of the principal
amount plus interest was $2,798.6 million. Theseosenotes required us to pay a call premium inessmf the fair value of the notes when
they were repaid. As a result, we recognized $&2lbn in non-operating other expense, net relatethis call premium.

The estimated fair value of our senior notes aliog 30, 2015, based on quoted prices for thefgpsecurities from transactions in
over-the-counter markets (Level 2), was $8,815Ilani The estimated fair value of the Japan Temar as of June 30, 2015, based upon
publicly available market yield curves and the tewfthe debt (Level 2), was $94.1 million. Thergeng value of the U.S. Term Loan
approximates fair value as it bears interest attslkom variable market rates.

9. Accumulated Other Comprehensive Income

Other comprehensive income (“OCI") refers to cergédins and losses that under GAAP are includedimprehensive income but are
excluded from net earnings as these amounts dialinrecorded as an adjustment to stockholdeggsiity. Amounts in OCI may be reclassif
to net earnings upon the occurrence of certaintsven

Our OCl is comprised of foreign currency translataaljustments, unrealized gains and losses onfloagihedges, unrealized gains and
losses on available-for-sale securities, and amaiitin of prior service costs and unrecognizedgjaird losses in actuarial assumptions on ou
defined benefit plans. Foreign currency translatidjustments are reclassified to net earnings sp@or upon a complete or substantially
complete liquidation of an investment in a foreaiity. Unrealized gains and losses on cash flodgls are reclassified to net earnings when
the hedged item affects net earnings. Unrealizétsgand losses on available-for-sale securitieseniassified to net earnings if we sell the
security before maturity or if the unrealized Igssonsidered to be other-than-temporary. Amouwsieged to defined benefit plans that are in
OCI are reclassified over the service periods gblegrees in the plan. The reclassification amourgsatlocated to all employees in the plans
and, therefore, the reclassified amounts may begmarteof inventory to the extent they are considetieect labor costs. See Note 13 for more
information on our defined benefit plans.

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

Unrealized

Foreign Cash Defined

Currency Flow Gains on Benefit
Translation Hedges Securities Plan Items
Balance December 31, 2014 $ 159.¢ $70.1 $ (0.9 $ (143.9

OCI before reclassificatior (124.9 39.5 0.t —
Reclassification: — (46.7) — 5.4
Balance June 30, 20: $ 347 $62.7 $ 0.1 $ (138.0
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The following table shows the reclassification atljnpents from OCI (in millions):

Amount of Gain / (Loss)
Reclassified from OCI

Three Months Ended Six Months Ended

June 30, June 30, Location on
Component of OCI 2015 2014 2015 2014 Statement of Earnings
Cash flow hedge
Foreign exchange forward contra 33.1 $ 6.7 $61.2 $ 113 Cost of products sol
Foreign exchange optiol — (0.2) — (0.2 Cost of products sol
Forward starting interest rate swe (0.9) — (0.5 — Interest expens
32.7 6.€ 60.7 11.F Total before ta
7.€ 3.6 14.C 6.€ Provision for income taxe
25.1 $ 27 $ 46.7 $ 4.7 Net of tax
Investment:
Realized gains on securiti — $ — $ — $ 04 Interest incom:
— — — — Provision for income taxe
— $ — $ — $ 04 Net of tax
Defined benefit plan
Prior service cos 1.2 $ 0.¢ $ 2.: $ 1.¢ [5
Unrecognized actuarial (los (4.2) (2.8 (8.5 (5.7) *
(3.0 (1.9 (6.2 (3.9 Total before tas
(1.5) 1.7 (0.8 (2.7) Provision for income taxe
(1.5) $ 36 $ (B9 $ (1.9 Net of tax
Total reclassification 23.¢ $ (0.9 $41:c $ 34 Net of tax

* These OCI components are included in the computatimet periodic pension expense (see Note
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The following table shows the tax effects on eammgonent of OCI recognized in our condensed codat@d statements of

comprehensive income (in millions):

Foreign currency cumulative translation adjustments

Unrealized cash flow hedge gains/(los:

Reclassification adjustments on foreign currenayges

Unrealized gains/(losses) on securi

Adjustments to prior service cost and unrecognastdarial
assumption:

Total Other Comprehensive Gain/(Lo

Foreign currency cumulative translation adjustments

Unrealized cash flow hedge gains/(los:

Reclassification adjustments on foreign currenayges

Unrealized gains/(losses) on securi

Reclassification adjustments on securi

Adjustments to prior service cost and unrecogniastdarial
assumption:

Total Other Comprehensive Gain/(Lo

Three Months Ended

June 30, 2015

Six Months Ended
June 30, 2015

Before Tax Tax Net of Tax Before Tax Tax Net of Tax
$ 276  $— $ 276 % (1249 $ — $ (124.9
(11.0 2.1 (13.7) 40.7 1.4 39.7
(32.7) (7.6) (25.1) (60.7) (14.0) (46.7)
(0.7) — (0.7) 0.5 — 0.

3.C 1.5 1.t 6.2 0.8 5.4

$ (13.0 $4.0 $ (9.0 $ (1380 $(1L9 $ (126.9)

Three Months Ended

June 30, 201«

Six Months Ended
June 30, 201«

Before Tax Tax Net of Tax Before Tax Tax Net of Tax
$ (2.9 $— $ (129 $ 3.€ $— $ 3.€
(11.6) (3.9 (8.9 (15.5) (4.1) (11.9)
(6.6) (3.9 (2.7) (11.5) (6.9 (4.7)
0.1 — 0.1 0.2 — 0.2
— — — (0.4) (0.4)
1.¢ (1.7) 3.€ 3.8 2.1 1.7
$ (285 $89 $ (196 $ (199 %88 $ (11.0
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10. Fair Value Measurement of Assets and Liabilities

The following assets and liabilities are recordetai value on a recurring basis (in millions):

Description

Assets
Available-for-sale securitie
Corporate debt securitit
U.S. government and agency debt
securities
Commercial pape
Certificates of depos

Total available-for-sale
securities
Derivatives, current and lo-term
Foreign currency forward contracts
and options
Interest rate swayf

Description

Assets
Available-for-sale securitie
Corporate debt securitit
U.S. government and agency debt
securities
Commercial pape
Certificates of depos

Total availabl-for-sale securitie
Derivatives, current and lo-term

Foreign currency forward contracts an

options
Interest rate swaf

Liabilities
Derivatives, current and lo-term

Foreign currency forward contracts and

options
Forward starting interest rate swe

As of June 30, 201!

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markets for Significant Other Significant
Recordec Observable Inputs Unobservable Inputs
Identical Assets
Balance (Level 1) (Level 2) (Level 3)
$ 433.1 $ — $ 433.1 $ —
121.¢ — 121.¢ —
34.4 = 34.4 —
31.C — 31.C —
620.4 — 620.2 —
135.¢ — 135.¢ —
23.2 — 23.2 —
$ 779.2 $ — $ 779.2 $ —
As of December 31, 201
Fair Value Measurements at Reporting Date Using
Quoted Prices in
Active Markets for Significant Other Significant
Unobservable Inputs
Recorded Identical Assets Observable
Balance (Level 1) Inputs (Level 2) (Level 3)
$ 516.F $ — $ 516.5 $ —
194.% — 194.: —
57.¢ — 57.¢ —
100.: — 100.: —
868.¢ — 868.¢ —
125.t — 125.k —
24.C — 24.C —
$1,018.¢ $ = $ 1,018.¢ $ =
$ 1.7 $ — $ 1.7 $ —
59.: — 59.& —
$ 61.C $ — $ 61.C $ —
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We value our available-for-sale securities usimgaatket approach based on broker prices for iddra&sets in over-the-counter markets
and we perform ongoing assessments of counterpaetit risk.

We value our foreign currency forward contracts Bmdign currency options using a market approaset on foreign currency
exchange rates obtained from active markets angerferm ongoing assessments of counterparty cristit

We value our interest rate swaps using a markebaphp based on publicly available market yield egrand the terms of our swaps and
we perform ongoing assessments of counterpartytaeiskl

11. Derivative Instruments and Hedging Activities

We are exposed to certain market risks relatingutoongoing business operations, including foreigmency exchange rate risk,
commodity price risk, interest rate risk and creidik. We manage our exposure to these and otheetasks through regular operating and
financing activities. Currently, the only risks tlvee manage through the use of derivative instrumare interest rate risk and foreign currency
exchange rate risk.

Interest Rate Risk
Derivatives Designated as Fair Value Hed:

We use interest rate derivative instruments to mermar exposure to interest rate movements by coingdixed-rate debt into variable-
rate debt. Under these agreements, we agree tamgehat specified intervals, the difference betwfeed and variable interest amounts
calculated by reference to an agreed-upon notipmatipal amount. The objective of the instrumédat® more closely align interest expense
with interest income received on cash and cashvatgiits. These derivative instruments are desidgragdair value hedges under GAAP.
Changes in the fair value of the derivative instemtrare recorded in current earnings and are dffsghins or losses on the underlying debt
instrument.

We have multiple fixed-to-variable interest rateagvagreements that we have designated as fair habiges of the fixed interest rate
obligations on our 4.625% Senior Notes due 201938d5% Senior Notes due 2021. The total notionedunts are $250 million and $300
million for the 4.625% Senior Notes due 2019 ar8¥3% Senior Notes due 2021, respectively. On ttezast rate swap agreements for the
4.625% Senior Notes due 2019, we receive a fixemtast rate of 4.625 percent and pay variableesterqual to the three-month LIBOR plus
an average of 133 basis points. On the intereststaap agreements for the 3.375% Senior Notes @i, 2ve receive a fixed interest rate of
3.375 percent and pay variable interest equalddhtee-month LIBOR plus an average of 99 basistpoi

Derivatives Designated as Cash Flow Hed

In 2014, we entered into forward starting interast swaps that were designated as cash flow heddes thirty year tranche of senior
notes we expected to issue in 2015. The forwartirsjainterest rate swaps mitigated the risk ofrgdes in interest rates prior to the completior
of the Merger Notes offering. The total notionalamts of the forward starting interest rate swapsev1 billion and settled in March 2015 at
a loss of $97.6 million. The loss will be recogmiaesing the effective interest rate method ovemtlagurity period of the 4.450% Senior Notes
due 2045.

Foreign Currency Exchange Rate Risk

We operate on a global basis and are exposed tiskhthat our financial condition, results of ogeéons and cash flows could be
adversely affected by changes in foreign currerxxchange rates. To reduce the potential effectsreidgn currency exchange rate movements
on net earnings, we enter into derivative finanitiatruments in the form of foreign currency exdapaiforward contracts and options with
major financial
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institutions. We are primarily exposed to foreigmrency exchange rate risk with respect to trans@etand net assets denominated in Euros,
Swiss Francs, Japanese Yen, British Pounds, CanBditars, Australian Dollars, Korean Won, Swedigiona, Czech Koruna, Thai Baht,
Taiwan Dollars, South African Rand, Russian Rubled Indian Rupees. We do not use derivative firmestruments for trading or
speculative purposes.

Derivatives Designated as Cash Flow Hed

Our revenues are generated in various currenaieaghout the world. However, a significant amouinbuar inventory is produced in U.
Dollars. Therefore, movements in foreign currenegh@nge rates may have different proportional ¢ffea our revenues compared to our cos
of products sold. To minimize the effects of foreimurrency exchange rate movements on cash floeiesige intercompany sales of
inventory expected to occur within the next 30 nenwith foreign currency exchange forward contracts options. We designate these
derivative instruments as cash flow hedges.

We perform quarterly assessments of hedge effersseby verifying and documenting the critical teiwhthe hedge instrument and that
forecasted transactions have not changed significafe also assess on a quarterly basis whetleee thave been adverse developments
regarding the risk of a counterparty default. Ferivhtives which qualify as hedges of future cdstv$, the effective portion of changes in fair
value is temporarily recorded in other comprehemgizome and then recognized in cost of produdtswben the hedged item affects net
earnings. The ineffective portion of a derivatsvehange in fair value, if any, is immediately népd in cost of products sold. On our conde!
consolidated statement of cash flows, the settlésnafithese cash flow hedges are recognized iratipgrcash flows.

For foreign currency exchange forward contracts@uttbns outstanding at June 30, 2015, we had atidigs to purchase U.S. Dollars
and sell Euros, Japanese Yen, British Pounds, Gaméxbllars, Australian Dollars, Korean Won, Swédigona, Czech Koruna, Thai Baht,
Taiwan Dollars, South African Rand, Russian Rubled Indian Rupees and obligations to purchase Swisws and sell U.S. Dollars. These
derivatives mature at dates ranging from July 2Bt&ugh December 2017. As of June 30, 2015, themaitamounts of outstanding forward
contracts and options entered into with third earto purchase U.S. Dollars were $1,302.9 milllsof June 30, 2015, the notional amounts
of outstanding forward contracts and options eutémto with third parties to purchase Swiss Framese $323.9 million.

Derivatives Not Designated as Hedging Instrumi

We enter into foreign currency forward exchangetimts with terms of one month to manage currexppgures for monetary assets
liabilities denominated in a currency other thareatity’s functional currency. As a result, anydign currency re-measurement gains/losses
recognized in earnings are generally offset witing/dosses on the foreign currency forward exchammyeracts in the same reporting period.
Starting in 2015, the net amount of these offsgttjains/losses is recorded in other expense,m@014 and prior periods, the net amount was
recorded in cost of products sold. The 2014 pregient has been reclassified to conform to the 3&Sentation. These contracts are settled c
the last day of each reporting period. Therefdrerd is no outstanding balance related to theseastis recorded on the balance sheet as of tf
end of the reporting period. The notional amounthese contracts are typically in a range of $illlibn to $1.7 billion per quarter.
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Income Statement Presentation

Derivatives Designated as Fair Value Hed:

Derivative instruments designated as fair valuggeedhad the following effects on our condensedaatated statements of earnings (in
millions):

Gain (Loss) on Instrument Gain (Loss) on Hedged Itenr
Three Months Ended Six Months Ended Three Months Ended Six Months Ended
Derivative Location on June 30, June 30, June 30, June 30,
Instrument Statement of Earnings 2015 2014 2015 2014 2015 2014 2015 2014
Interest rate swaps Interestexpent $ (8C $ 6.& $(0.§ $11¢ $ 8C $ (6. $0& $ (119

We had no ineffective fair value hedging instrunsethtiring the three or six month periods ended 32015 and 2014.

Derivatives Designated as Cash Flow Hed

Derivative instruments designated as cash flow agdiqd the following effects, before taxes, on @l net earnings on our condensed
consolidated statements of earnings, condensealideted statements of comprehensive income andarmed consolidated balance shee
millions):

Amount of Gain / (Loss) Amount of Gain / (Loss)
Recognized in OCI Reclassified from OCI
Three Months Ended Six Months Ended Three Months Ended Six Months Ended
Derivative June 30, June 30, Location on June 30, June 30,
Instrument 2015 2014 2015 2014 Statement of Earnings 2015 2014 2015 2014
Foreign exchange forward
contracts $ (120 $ (11249 $79.C $(15.59 Costofproductsso $ 331 $ 6.7 $61.z $11.7
Foreign exchange optiol — (0.2 — (0.2) Cost of products so — (0.2 — (0.2
Forward starting interest ra
swaps — — (38.9) — Interest expens (0.4 — (0.5) —
$(12.00 $ (116 $ 407 $(15.5 $ 32.7 $ 6.6 $60.7 $ 11k

The net amounts recognized in earnings duringhteeetand six month periods ended June 30, 2012@h&i due to ineffectiveness and
amounts excluded from the assessment of hedgdieffieess were not significant.

The fair value of outstanding derivative instrunsetiésignated as cash flow hedges and recordeddrathnce sheet at June 30, 2015,
together with settled derivatives where the hedgad has not yet affected earnings, was a net lineelagain of $67.9 million, or $62.6 millic
after taxes, which is deferred in OCI. Of the natealized gain, $112.9 million, or $86.6 milliorteaftaxes, is expected to be reclassified to
earnings over the next twelve months. The disprtiapuate amount of net unrealized gain deferred@i énd the expected reclassification ovel
the next twelve months is due to the significasslérom the forward starting interest rate swagsrded in OCI which will be reclassified to
earnings over the maturity period of the 4.450%i&exotes due 2045.
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Derivatives Not Designated as Hedging Instrumi

The following gains / (losses) from these derivatiivstruments were recognized on our condensealidated statements of earnings (in
millions):

Three Months Ended Six Months Ended
Location on June 30, June 30,
Derivative Instrument Statement of Earnings 2015 2014 2015 2014
Foreign exchange forward contra Other expens $ (1€ $ (1.9 $ 13.€ $ (4.9

This impact does not include any offsetting gaossks recognized in earnings as a result of foigency remeasurement of monete
assets and liabilities denominated in a currenhgrmthan an entity’s functional currency.

Balance Sheet Presentation

As of June 30, 2015 and December 31, 2014, alaive instruments designated as fair value hedgdsash flow hedges were
recorded at fair value on the balance sheet. Ocannensed consolidated balance sheets, we reeagdizidual forward contracts and
options with the same counterparty on a net aigatily basis if we have a master netting agreemeéth the counterparty. Under these maste
netting agreements, we are able to settle deriwatistrument assets and liabilities with the samenterparty in a single transaction, instead of
settling each derivative instrument separately.nNA\ee master netting agreements with all of our tenparties. The fair value of derivative
instruments on a gross basis is as follows (iniom):

June 30, 201¢ December 31, 201
Balance Balance
Sheet Fair Sheet Fair
Location Value Location Value
Asset Derivative
Foreign exchange forward contra Other current asse $110.7  Other current asse $ 98.7
Foreign exchange forward contra Other asset 37.£  Other asset 53.1
Interest rate sway Other asset 23.z  Other asset 24.C
Total asset derivatives $171.2 $175.¢
Liability Derivatives
Foreign exchange forward contra Other current liabilitie: $ 7.2 Other current liabilitie: $ 16.4
Forward starting interest rate sw Other current liabilitie: — Other current liabilitie: 59.2
Foreign exchange forward contra Other lon¢term liabilities 5.2 Other lon¢term liabilities 11.€
Total liability derivatives $ 12L $ 87.5

The table below presents the effects of our mamtting agreements on our condensed consolidateddsasheets (in millions):

As of June 30, 201! As of December 31, 201
Net Amount Net Amount
Gross in Balance Gross in Balance
Description Location Amount Offset Sheet Amount Offset Sheet
Asset Derivative

Cash flow hedge Other current asse $ 110.7 7.2 $ 103t $ 98.7 $15.¢ $ 82.¢
Cash flow hedge Other asset 37.4 5.3 32.1 53.1 10.¢ 427

Liability Derivatives
Cash flow hedge Other current liabilitie: 7.2 7.2 — 16.4 15.¢ 0.t
Cash flow hedge Other lon¢-term liabilities 5.2 5.3 — 11.€ 10.4 1.2
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12. Income Taxes

We operate on a global basis and are subject teraus and complex tax laws and regulations. Ownirectax filings are regularly unc
audit in multiple federal, state and foreign juiisihns. Income tax audits may require an extergiatbd of time to reach resolution and may
result in significant income tax adjustments whamrpretation of tax laws or allocation of compamgfits is disputed. The net amount of tax
liability for unrecognized tax benefits may changjéhin the next twelve months due to changes intaidtus, expiration of statutes of
limitations, settlements of tax assessments argl @tbents which could impact our determinationregognized tax benefits. Currently, we
cannot reasonably estimate the amount by whicluotegcognized tax benefits will change.

During the second quarter of 2014, the InternaldRere Service (“IRS”) began the audit of our U.8efal returns for the years 2010
through 2012. During the second quarter of 2014 JRS concluded its examination of our U.S. fedeztirns for years 2005 through 2007,
and during the fourth quarter of 2013, the IRS baahed its examination of our U.S. federal retumisyfears 2008 through 2009. For years 2
through 2009, the IRS has proposed adjustment®catihg profits between certain of our U.S. anekiign subsidiaries. During the second
quarter of 2014, the IRS issued a corrected RevAgeeat Report for years 2008 through 2009, assgssimenalty with respect to a 2008
uncertain tax position. We have disputed theseqeeg adjustments and continue to pursue resolwufithrthe IRS. During the second quarter
of 2014, the IRS issued a statutory notice of deficy for the years 2005 through 2007. We are tinig this deficiency notice and we filed a
petition with the U.S. Tax Court during the thirdagter of 2014. Although the ultimate timing fosotution of the disputed tax issues is
uncertain, we may resolve certain tax matters wigh|RS within the next twelve months and pay am®tor other unresolved tax matters in
order to limit the potential impact of IRS interebiarges. Final resolution of these matters coalgla material impact on our income tax
expense, results of operations and cash flowsutaré periods.

13. Retirement Benefit Plans

We have defined benefit pension plans coveringaget.S. and Puerto Rico employees. The employéesare not participating in the
defined benefit plans receive additional benefitdar our defined contribution plans. Plan benefitsprimarily based on years of credited
service and the participant’'s compensation. Intaatdio the U.S. and Puerto Rico defined benefitspen plans, we sponsor various foreign
pension arrangements, including retirement anditextion benefit plans required by local law or atinated with government sponsored pli

The components of net periodic pension expenseupl).S. and foreign defined benefit pension plaresas follows (in millions):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Service cost $ 7€ $ 6.C $15.2 $ 1275
Interest cos 5.€ 5.6 11.1 12
Expected return on plan ass (10.¢ (9.9 (21.9) (20.9)
Amortization of prior service co: (1.2 (0.9 (2.2 (1.9
Amortization of unrecognized actuarial Ic 4.2 2.8 8.5 5.7
Net periodic pension expen $ 5.2 $ 3.6 $10.7 $ 8.

We expect that we will have minimal legally reqdifeinding obligations in 2015 for our U.S. and Rodrico defined benefit pension
plans, and therefore we have not made, nor do \Wmtarily expect to make, any material contribuida these plans during 2015. We
contributed $7.3 million to our foreign-based defirbenefit pension plans in the six month periateenJune 30, 2015, and we expect to
contribute $7.3 million to these foreign-based pldaring the remainder of 2015.
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14. Earnings Per Share

The following is a reconciliation of weighted avgeashares for the basic and diluted shares coniuggin millions):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Weighted average shares outstanding for basicaneings per share 173.C 168.4 171t 168.5
Effect of dilutive stock options and other equityaads — 2.€ 2.7 2.7
Weighted average shares outstanding for dilute@aetings per sha 173.( 171.C 174.2 171.¢

Since we incurred a net loss in the three montlogemded June 30, 2015, no dilutive stock optmmather equity awards were included
as diluted shares. During the three month periattédune 30, 2014 and the six month periods endel 30, 2015 and 2014, all outstanding
options to purchase shares of common stock weheded in the computation of diluted earnings perrstbecause the exercise prices of all
options were less than the average market prioeiofommon stock.

15. Segment Information

We design, develop, manufacture and market orttdipaeconstructive products; sports medicine, s, extremities and trauma
products; spine, bone healing, craniomaxillofaaiad thoracic products, dental implants; and relatedical products. We also provide other
healthcare-related services. We manage operatiooggh three major geographic segments—the Amendaish is comprised principally of
the U.S. and includes other North, Central and Iséumerican markets; EMEA, which is comprised pgratly of Europe and includes the
Middle East and African markets; and Asia Pacifibjch is comprised primarily of Japan and includé®er Asian and Pacific markets. This
structure is the basis for our reportable segmeotmation discussed below. Management evaluapestable segment performance based
upon segment operating profit exclusive of opegaéirpenses pertaining to inventory step-up ancicedther inventory and manufacturing
related charges, “Certain claims,” goodwill impaémh, intangible asset amortization, “Special itérand global operations and corporate
functions. Global operations and corporate fundimtiude research, development engineering, mieglittecation, brand management,
corporate legal, finance and human resource fumgtio.S., Puerto Rico and Ireland-based manufacfuperations and logistics and share-
based payment expense. Due to the short periachefthat Biomet's results were included in our aditkated results for the three and six
month periods ended June 30, 2015, the operatsujtseof Biomet were included as part of globalragiens and corporate functions and nc
part of management’s reportable segment resultsafMieipate that in future quarters, Biomet's résulill be combined with Zimmer's results
in our reportable segment reporting. Intercompaagdactions have been eliminated from segment tipgnarofit.
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Net sales and segment operating profit are aswsll@n millions):

Net Sales Operating Profit
Three Months Ended Three Months Ended
June 30, June 30,
2015 2014 2015 2014
Zimmer
Americas $ 638.1 $ 639.7 $ 324.: $ 317.7
EMEA 277.C 334.% 101.Z 110.¢
Asia Pacific 192.¢ 208.k 96.¢ 90.C
Biomet 59.¢ — — —
Zimmer Biomet $1,167.¢ $1,182.¢
Inventory ste-up and certain other inventory and manufacturitatee charge (14.9) (13.5)
Certain claims (7.7) (21.¢)
Special item: (469.9) (62.%)
Global operations, corporate functions and Bio (160.0 (159.6
Operating profi $(129.5) $ 260.¢
Net Sales Operating Profit
Six Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Zimmer
Americas $1,283.: $1,278.¢ $ 644.¢ $ 629.¢
EMEA 575.¢ 661.¢ 211.€ 220.:
Asia Pacific 382.¢ 404.¢ 192.¢ 181.¢
Biomet 59.¢ —
Zimmer Biomet $2,302.( $2,344.
Inventory ste-up and certain other inventory and manufacturitatee charge (18.6) (25.2)
Certain claims (7.7) (21.9)
Special item: (556.9) (98.9)
Global operations, corporate functions and Bio (320.9 (324.9
Operating profit $ 145.¢ $ 561.(

Starting in 2015, we have removed intangible aasgdrtization from our reportable segment operapirgdit. In prior years, intangible
asset amortization resulting from business comiainatccounting was presented in global operatiowiscarporate functions while intangible
asset amortization resulting from other intangéseets was reported in the reportable segmenttomepaofit. The 2014 presentation has beer
reclassified to conform to the 2015 presentation.

Due to the change in our interim quarter-end clpsionvention for the majority of our internatiosabsidiaries, net sales for our EMEA
and Asia Pacific operating segments in the threkesenmonth periods ended June 30, 2015 includesghiough June 30, 2015, whereas in th
three and six month periods ended June 30, 2014afes for those operating segments included Halesgh June 25, 2014. We have not
restated the presentation of the 2014 financiéstants to conform to this change of closing cotivarbecause the impact of the change it
material to our consolidated results of operationt® the comparisons between the 2015 and 20iddser
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Net sales by product category are as follows (ifians):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Zimmer
Reconstructive
Knees $ 475.¢ $ 497.¢ $ 963.1 $ 985.¢
Hips 307.¢ 341.C 619.¢ 672.%
Extremities 48.5 51.k 100.% 103.¢
831.7 890.4 1,683.¢ 1,762.;
Dental 56.¢ 61.1 112.¢ 122.1
Trauma 72.€ 78.€ 152.C 158.t
Spine 52.2 52.2 101.% 100.k
Surgical and othe 94.4 100.4 192.4 201.2
Total Zimmer 1,107.7 1,182.¢ 2,242.. 2,344..
Biomet 59.¢ — 59.¢ —
Zimmer Biomet $1,167.¢ $1,182.¢ $2,302.( $2,344.:

16. Commitments and Contingencies

On a quarterly and annual basis, we review relewvdiotmation with respect to loss contingencies apdate our accruals, disclosures
estimates of reasonably possible losses or rarfdesobased on such reviews. We establish ligdslitor loss contingencies when it is prob:z
that a loss has been incurred and the amount dbsisecan be reasonably estimated. For mattersawehlmrss is believed to be reasonably
possible, but not probable, no accrual has beeemad

Litigation

Durom® Cup-related claims: On July 22, 2008, we tempagratiispended marketing and distribution of Eheom Acetabular Compone
(“ DuromCup”) in the U.S. Subsequently, a number of prodiability lawsuits were filed against us in var®U.S. and foreign jurisdictions.
The plaintiffs seek damages for personal injuryl ey generally allege that tBeirom Cup contains defects that result in complicatiams a
premature revision of the device. We have setttedesof these claims and others are still pendihg. Majority of the pending U.S. lawsuits
are currently in a federal Multidistrict LitigatiqiMDL) in the District of New Jerseylfi Re: Zimmer Durom Hip Cup Products Liability
Litigation ). Multi-plaintiff state court cases are pendingsin Clair County, lllinois Santas, et al. v. Zimmer, Inc., et gdnd Los Angeles
County, California (McAllister, et al. v. Zimmer, Inc., et 3l.As of June 30, 2015, case specific discovemhése lawsuits was ongoing. The
initial trial in Santagook place in November 2014, the initial trial etMDL took place in May 2015 and the initial trialMcAllister took
place in July 2015. Other lawsuits are pendinganous jurisdictions, and additional claims mayalsserted in the future.

Since 2008, we have recognized expense of $47%idmfor Durom Cup-related claims, including $7.7 million duriretthree and six
month periods ended June 30, 2015 that is reportéde “Certain claims” line of our condensed cdidsted statement of earnings. With
respect to the same prior year periods, we recedr21.8 million in expense f@rurom Cup-related claims.

We maintain insurance for product liability clainssibject to self-insurance retention requiremefsof June 30, 2015, we have
exhausted our self-insured retention under ourarsze program and have a claim for insurance pdscte ultimate losses which exceed the
self-insured retention amount, subject to a 20gr@rco-paymentequirement and a cap. We believe our contracts thé insurance carriers
enforceable for these
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claims and, therefore, it is probable that we va@ltover some amount from our insurance carriersh¥ve received a portion of the insurance
proceeds we estimate we will recover. We have a5h@ifllion receivable in “Accounts receivable” aac95.3 million receivable in “Other
assets” remaining on our condensed consolidatethbalsheet as of June 30, 2015 for estimated mseir@coveries fdburom Cup-related
claims. As is customary in this process, our inscescarriers have reserved all rights under tlesipective policies and could still ultimately
deny coverage for some or all of our insurancerdai

Our estimate as of June 30, 2015 of the remaimatygjity for all Durom Cup-related claims is $333.1 million, of which $Bnillion is
classified as short-term in “Other current lialekt’ and $283.1 million is classified as long-tamiOther long-term liabilities” on our
condensed consolidated balance sheet. We exppaytthe majority of th®uromCup-related claims within the next few years.

Our understanding of clinical outcomes with terom Cup and other large diameter hip cups continuesvdtve. We rely on significant
estimates in determining the provisions Barrom Cup-related claims, including our estimate of thenber of claims that we will receive and
the average amount we will pay per claim. The detumber of claims and the actual amount we paycfg@m may differ from our estimates.
Among other factors, since our understanding ofctimécal outcomes is still evolving, we cannotgenably estimate the possible loss or rang
of loss that may result fromurom Cup-related claims in excess of the losses we hagried.

Margo and Daniel Polett v. Zimmer, Inc. et aDn August 20, 2008, Margo and Daniel Polett figdaction against us and an unrelated
third party, Public Communications, Inc. (“PCI"l the Court of Common Pleas, Philadelphia, Penasydvseeking an unspecified amount of
damages for injuries and loss of consortium allégsdffered by Mrs. Polett and her spouse, respelgti The complaint alleged that defend:
were negligent in connection with Mrs. Polett’stipation in a promotional video featuring oneonir knee products. The case was tried in
November 2010 and the jury returned a verdict wofaf plaintiffs. The jury awarded $27.6 million compensatory damages and apportic
fault 30 percent to plaintiffs, 34 percent to ud &6 percent to PCI. Under applicable law, we mayjidble for any portion of the damages
apportioned to PCI that it does not pay. On Decerb2010, we and PCI filed a motion for post-triglief seeking a judgment
notwithstanding the verdict, a new trial or a rditit. On June 10, 2011, the trial court enteresd@ter denying our motion for post-trial relief
and affirming the jury verdict in full and enteraigment for $20.3 million against us and PCI. @neJ29, 2011, we filed a notice of appeal tc
the Superior Court of Pennsylvania and posted d imnthe verdict amount plus interest. Oral argotibefore the appellate court in
Philadelphia, Pennsylvania was held on March 12220n March 1, 2013, the Superior Court of Pervasyih vacated the $27.6 million
judgment and remanded the case for a new triaM@rh 15, 2013, plaintiffs filed a motion for-argument en banc, and on March 28, 2013,
we filed our response in opposition. On May 9, 2Gh8 Superior Court of Pennsylvania granted pléhtnotion for re-argument en banc.
Oral argument (re-argument en banc) before the rBup@ourt of Pennsylvania was held on October28,3. On December 20, 2013, the
Court issued its opinion again vacating the tr@lrt judgment and remanding the case for a new @ia January 21, 2014, plaintiffs filed a
petition for allowance of appeal in the Supreme€ofiPennsylvania, which was granted on May 21,2®ral argument before the Supreme
Court of Pennsylvania took place on October 8, 2@l#hough we are defending this lawsuit vigoroysiy ultimate resolution is uncertain.

NexGer® Knee System claims: Following a wide-spread adsiei campaign conducted by certain law firms beigigin 2010, a
number of product liability lawsuits have beendilggainst us in various jurisdictions. The plafatdeek damages for personal injury, alleging
that certain products within tidexGerkKnee System suffer from defects that cause thelmoten prematurely. The majority of the cases are
currently pending in a federal MDL in the Northdistrict of Illinois (In Re: Zimmer NexGen Knee Implant Products Liabllitigation).
Other cases are pending in other state and fedewats, and additional lawsuits may be filed. Adwhe 30, 2015, discovery in these lawsuits
was ongoing. The first bellwether trial is expectedommence in the third quarter of 2015. We haseaccrued an estimated loss relating to
these lawsuits because we believe the plaintiffisjations are not consistent with the record ofical success for these products. As a result,
we do
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not believe that it is probable that we have inedra liability, and we cannot reasonably estimatelass that might eventually be incurred.
Although we are vigorously defending these lawstilitsir ultimate resolution is uncertain.

Biomet metal-on-metal hip implant claims: Biometislefendant in a number of product liability laitsuwelating to metal-on-metal hip
implants. The majority of these cases involve tigaNlagnum hip system. The majority of the casesanently consolidated in one federal
MDL proceeding in the U.S. District Court for th@fthern District of Indianéln Re: Biomet M2a Magnum Hip Implant Product Lidbi
Litigation) . Other cases are pending in various state andjfoo®urts.

On February 3, 2014, Biomet announced that théeesstht of the MDL. Lawsuits filed in the MDL by Aipd5, 2014 may participate in
the settlement. Biomet continues to evaluate thieritory of lawsuits in the MDL pursuant to the cmiges and procedures set forth in the
settlement agreement. The final amount of paymemter the settlement is uncertain. The settlemeas dot affect certain other claims
relating to Biomet's metal-on-metal hip productattare pending in various state and foreign coartsther claims that may be filed in the
future. Our estimate as of June 30, 2015 of theaneimg liability for all Biomet metal-on -metal himplant claims is $55.8 million, which is
classified as short-term in “Other current lial@’ on our condensed consolidated balance sheet.

Biomet has exhausted the self-insured retentiats imsurance program and is pursuing insurandesléor reimbursement for the
amount in excess of the self-insured retentionni&its insurance carriers have been placed on netitee claims associated with metal-on-
metal hip products that are subject to the settiérapd the terms of the settlement. As is custorimatiyese situations, certain of Biomet's
insurance carriers have reserved all rights urtdsr tespective policies. Biomet continues to haligs contracts with the insurance carriers
enforceable for these claims and the settlememeagent and continues to cooperate with its insuregsiests in order to secure coverage for
these claims. We will be responsible for any amstimat Biomet’s insurance carriers do not covdppthe amount by which ultimate losses
exceed the amount of Biomet's third-party insuraomeerage. As of June 30, 2015, Biomet had receavedrtion of the insurance proceeds it
estimates it will recover.

Heraeus trade secret misappropriation lawsuit®doember 2008, Heraeus Kulzer GmbH (together usthffiliates, “Heraeus”nitiated
legal proceedings in Germany against Biomet, Biofwgbpe BV and certain other subsidiaries of Bigrirat., alleging that Biomet, Inc. and
Biomet Europe BV misappropriated Heraeus tradeesgevhen developing Biomet Europe’s Refobacin aiadnBt Bone Cement line of
cements, which are referred to as European CemEmdawsuit sought to preclude the defendants foomducing, marketing and offering for
sale their current line of European Cements arwbiopensate Heraeus for any damages incurred (dltedee in excess of €30.0 million). On
December 20, 2012, the trial court dismissed Bioimet, Biomet Europe BV, Biomet Deutschland Gmbid ather defendants from the
lawsuit. Biomet Orthopaedics Switzerland GmbH weesdnly Biomet entity remaining as a defendant.

Following an appeal by Heraeus, on June 5, 20B4AG#rman appeals court (i) enjoined Biomet, Inmniet Europe BV and Biomet
Deutschland GmbH from manufacturing, selling oeaffg the European Cements to the extent they toogstain raw materials in particular
specifications; (ii) held the defendants jointlydeseverally liable to Heraeus for any damages fittarsale of European Cements since 2005;
and (iii) ruled that no further review may be soudbamages have not been determined. The judgmemitifinal and the defendants are
seeking review (including review of the appealsrtauiing that no further review may be soughtfrGermany’s Supreme Court. No
prediction can be made as to the likelihood ofeevbeing granted by Germany’s Supreme Court.

During the pendency of a stay based on a bank gtyatfze defendants issued in favor of Heraeusdéfiendants were entitled to contir
the manufacture, marketing, sale and offering abRean Cements in their current composition. Hesaeisequently offered counter security
and executed the judgment effective as of
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August 22, 2014. As a result, Biomet Europe BV Biamet Deutschland GmbH are enjoined from the mactufe, marketing, sale and
offering of European Cements in Germany. While ldasahas indicated that it intends to take the jposihat the judgment would prohibit the
manufacture, marketing, sale and offering of Euamp€ements outside of Germany as well and is atteghto enforce the judgment in the
Netherlands, Biomet, Inc., Biomet Europe BV andrBé& Deutschland GmbH are vigorously contestingattempt to enforce the judgment
the Netherlands and will vigorously contest anyeothitempts to extend the effect of the judgmegbbd Germany. Biomet, Inc., Biomet
Europe BV and Biomet Deutschland GmbH thus filetbelaratory action in Germany on August 3, 201Hawee the court determine the reach
of the appeals court decision. On September 114,208&raeus filed a motion with the competent couGermany to have a penalty imposed
on Biomet Deutschland GmbH and Biomet Europe B\etam alleged inadequacies in providing sales deotmtion and continued sales of
the European Cements outside of Germany. In additieraeus initiated preliminary injunction procied against Biomet Europe BV in the
Netherlands and asked the Dutch court to enfore&trman judgment in the Netherlands by imposiritiatial fines on Biomet Europe B

for the continued sales in the Netherlands. Onuelrll, 2015, the trial court in Rotterdam rejddteeraeus’ demand to enforce the German
judgment in the Netherlands for lack of jurisdictidleraeus has appealed this decis

In February 2015, Heraeus also served Biomet,dnd.Biomet Deutschland GmbH with a new lawsuigdiln Germany and alleging tl
Biomet used Heraeus trade secrets that the Gerppaaks court found in June 2014 had been misapptedrby Biomet in the development
and production of Biomet's line of Cobalt ceme@s. September 8, 2014, Heraeus filed a complairihaga Biomet supplier, Esschem, Inc.
(“Esschem”), in the United States District Count fiee Eastern District of Pennsylvania. The lawsaittains allegations that focus on two
copolymer compounds that Esschem sells to BiomigitiwBiomet incorporates into certain bone cemeotipcts that compete with Heraeus’
bone cement products. The complaint alleges tranBi helped Esschem to develop these copolymeng Heraeus trade secrets that Biome
allegedly misappropriated. The complaint assedsia under the Pennsylvania Trade Secrets Aatiefisas other various common law tort
claims, all based upon the same trade secret misapgtion theory. Heraeus is seeking to enjoincBem from supplying the copolymers to
any third party and actual damages in an unspéddiount. The complaint also seeks punitive damageass and attorneys’ fees. If Esschem
is enjoined, Biomet may not be able to obtain thygotymers from another supplier and as a result neye able to continue to manufacture
the subject bone cement products. Although Herhaasot named Biomet as a party to this lawsudi&it has agreed, at Esschem’s request
and subject to certain limitations, to indemnifysElsem for any liability, damages and legal codesed to this matter. On November 3, 2014,
the court entered an order denying Heraeus’ mdtioa temporary restraining order.

In February 2015, Heraeus initiated additional pestings against Biomet Deutschland GmbH in Gernaaking for a court order
primarily intended to stop Biomet Deutschland Gnfld#n marketing the Hi-Fatigue line of bone cemédotsa period of two years. Heraeus
argues that Biomet Deutschland GmbH must refraimfusing customer relationships which they allegeawbuilt on the distribution of the
European Cements and thus on the alleged misajgtioprof Heraeus’ trade secrets.

No assurance can be made as to the time or resahatewill be needed to devote to this litigat@rits final outcome.

Stryker patent infringement lawsuit: On December2@L0, Stryker Corporation and related entiti&trfker”) filed suit against us in tt
U.S. District Court for the Western District of Miigan, alleging that certain of oBulsavacPlus Wound Debridement Products infringe three
U.S. patents assigned to Stryker. The case wakhldginning on January 15, 2013, and on Februa29B3, the jury found that we infringed
certain claims of the subject patents. The juryrded $70.0 million in monetary damages for losfigsoThe jury also found that we willfully
infringed the subject patents. We filed multiplesptrial motions, including a motion seeking a rteial. On August 7, 2013, the trial court
issued a ruling denying all of our motions and aledrtreble damages and attorneys’ fees to StryKerfiled a notice of appeal to the Court of
Appeals for the Federal Circuit to seek reversaaih the jury’s verdict and the trial court’s ngds on our post-trial motions. Oral
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argument before the Court of Appeals for the Fddeirauit took place on September 8, 2014. On Ddmami 9, 2014, the Federal Circuit
issued a decision affirming the $70.0 million lpstfits award but reversed the willfulness findingcating the treble damages award and
vacating and remanding the attorneys’ fees awarla@¢rued an estimated loss of $70.0 million rdlatethis matter in the three month period
ended December 31, 2014. On January 20, 2015,e8tfijdsd a motion with the Federal Circuit for dearing en banc. On March 23, 2015, the
Federal Circuit denied Strykarpetition. Stryker subsequently filed a petition dertiorari to the U.S. Supreme Court. In Jult20we paid th
final award of $90.3 million, which includes theginal $70 million plus pre- and post-judgment net&t and damages for sales that occurred
post-trial but prior to our entry into a licenseegment with Stryker. That payment closes this ena¢ixcept for the pending U.S. Supreme
Court petition for certiorari and the remand fdoateys’ fees.

Bonultti patent infringement lawsuits: On May 3, 3pBonutti Skeletal Innovations LLC (“Bonutti Sk&d€), a company formed to hold
certain patents acquired from Dr. Peter M. Borarttd an affiliate of patent licensing firm Acaciasearch Group LLC (“*Acacia”), filed suit
against Biomet in the U.S. District Court for thasEern District of Texas, alleging a failure to payalties due under a license agreement witt
Dr. Bonutti, misuse of confidential information aimfringement of 15 U.S. patents. Prior to thenfiliof this lawsuit, on March 8, 2013, Biomet
had filed a complaint for declaratory judgment witle U.S. District Court for the Northern DistraftIndiana seeking a judgment of non-
infringement and invalidity of the patents at issaied Acacia entered counterclaims of infringenseking damages in an amount yet to be
determined and injunctive relief. On September2D,3, the May 3, 2013 case filed in the Easteriridioof Texas was dismissed. On
March 31, 2014, Biomet entered into a settlemedtlmense agreement with Bonutti Skeletal setthfigclaims related to five of the patents at
issue for a one-time payment, and on June 25, 2B24).S. District Court for the Northern DistraftIndiana issued an order dismissing the
claims related to those patents with prejudice. [flgation will proceed with respect to the remiai patents at issue.

On September 10, 2012, Bonutti Skeletal filed against Zimmer in the U.S. District Court for thistict of Delaware, alleging
infringement of three U.S. patents. An amended damipwas filed on January 15, 2013, alleging imfiement of three additional patents.
Zimmer requested an Inter Partes Review (“IPRthoge of the patents at issue. IPRs were grantesvfoof the patents. Zimmer moved for a
stay of the case during the pendency of the IPRboa April 7, 2014, the court granted the stayMiy 2015, the U.S. Patent and Trademark
Office issued its decision in the IPRs, invalidgtadl of the challenged patent claims in both peteBonutti Skeletal decided not to appeal that
decision. On June 30, 2015, the court lifted tlg sind the litigation will proceed with respecthie remaining patents at issue.

As of June 30, 2015, we had accrued an estimassdlo$4.0 million related to the Bonutti pateritimgement lawsuits. Although we are
defending these lawsuits vigorously, we can makagssuirances as to their final outcome.

Regulatory Matters, Government Investigations and @her Matters

In September 2012, Zimmer received a warning Iétten the U.S. Food and Drug Administration (“FDACTting concerns relating to
certain manufacturing and validation processesapenty toTrilogy ® Acetabular System products manufactured at our &dpgerto Rico
manufacturing facility. In June 2015, Biomet re@sha warning letter from the FDA that requestedtamtdhl information to allow the FDA to
evaluate the adequacy of Biomet's responses taindform 483 observations issued following an iotipa of Biomet's Zhejiang, China
manufacturing facility in January 2015. We havevided detailed responses to the FDA as to our ctiveeactions and will continue to work
expeditiously to address the issues identifiedigyRDA during inspections in Ponce and ZhejiangoA3une 30, 2015, these warning letters
remained pending. Until the violations are corrdctge may be subject to additional regulatory actiyg the FDA, including seizure, injuncti
and/or civil monetary penalties. Additionally, regts for Certificates to Foreign Governments relédeproducts manufactured at the Ponce
facility may not be granted and premarket appraysilications for Class Il devices to which the lifyasystem regulation deviations at that
facility are reasonably
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related will not be approved until the violatioresv/k been corrected. In addition to respondingeontarning letters described above, we are in
the process of addressing various FDA Form 483eictipnal observations at certain of our manufantgufacilities. The ultimate outcome of
these matters is presently uncertain.

On March 26, 2012, Biomet entered into a Defernab&ution Agreement (“DPA”) with the U.S. Departrhef Justice, Criminal
Division, Fraud Section (“D0OJ") and a Consent todfiJudgment (“Consent”) with the U.S. Securitied &xchange Commission (“SEC")
related to an investigation by the DOJ and the 8@ possible violations of the Foreign Corruptdiees Act (“FCPA”) in the marketing and
sale of medical devices in certain foreign coustriursuant to the DPA, the DOJ agreed to defeseprdion of Biomet in connection with
those matters, provided that Biomet satisfieshigyations under the DPA over the term of the DPAe DPA had a three-year term and
provided that it could be extended in the solerdison of the DOJ for an additional year. Pursuarthe Consent, Biomet consented to the
entry of a Final Judgment which, among other thipgsmanently enjoined Biomet from violating theyisions of the FCPA. In addition,
pursuant to the terms of the DPA, an independetereal compliance monitor was appointed to reviganit's compliance with the DPA,
particularly in relation to Biomet's internationsdles practices. The Consent that Biomet entetedniith the SEC mirrors the DPA’s
provisions with respect to the compliance monitor.

In October 2013, Biomet became aware of certaggelll improprieties regarding its operations in Bz Mexico, including alleged
improprieties that predated the entry of the DPi#aniet retained counsel and other experts to ingatiboth matters. Based on the results of
the ongoing investigations, Biomet has terminasedpended or otherwise disciplined certain of thpleyees and executives involved in thes
matters, and has taken certain other remedial messédditionally, pursuant to the terms of the DRAApril 2014 and thereafter, Biomet
disclosed these matters to and discussed theseramaith the independent compliance monitor and®3 and SEC. On July 2, 2014 and
July 13, 2015, the SEC issued subpoenas to Biameinng that Biomet produce certain documentgirejao such matters. These matters
remain under investigation by the DOJ.

On March 13, 2015, the DOJ informed Biomet thatfA and the independent compliance monitor's amppueént have been extended
for an additional year. On April 2, 2015, at thguest of the staff of the SEC, Biomet consenteghtamendment to the Final Judgment to
extend the term of the compliance monitor’'s appoarit for one year from the date of entry of the Adwexl Final Judgment.

Pursuant to the DPA, the DOJ has sole discretia@etermine whether conduct by Biomet constitutemkation or breach of the DPA.
The DOJ has informed Biomet that it retains ithitsgunder the DPA to bring further action againisinfet relating to the conduct in Brazil and
Mexico referenced above or the violations set fartthe DPA. The DOJ could, among other thingspkevthe DPA or prosecute Biomet ant
the involved employees and executives. Biomet ooes to cooperate with the SEC and DOJ and exfredtgiscussions with the SEC and
DOJ will continue. While we are devoting signifitdime and resources to these matters, we canmngiassurances as to their final outcome.

In June 2013, Biomet received a subpoena from ti8e Attorney’s Office for the District of New Jeyseequesting various documents
relating to the fitting of custom-fabricated or tarm-fitted orthoses, or bracing, to patients in Nlaksey, Texas and Washington. Biomet has
produced responsive documents and is fully coojperatith the request of the U.S. Attorney’s Offit&e may need to devote significant time
and resources to this inquiry and can give no ass@s as to its final outcome.

In July 2011, Biomet received an administrativepnigna from the Office of Foreign Assets Contrathef U.S. Department of the
Treasury (“OFAC”) requesting documents concernimgexport of products to Iran. OFAC informed Biortiett the subpoena related to
allegations that Biomet may have been involvedniauthorized sales of dental products to Iran. Biam&ully cooperating in the investigation
and submitted its response to the subpoena in ©cgiill. We may need to devote significant timerasdurces to this inquiry and can give
no assurances as to its final outcome.
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In February 2010, Biomet received a subpoena flerCiffice of the Inspector General of the U.S. Depant of Health and Human
Services (“OIG-HHS”) requesting various documeetating to agreements or arrangements betweengaaysiand Biomet's Interpore Cross
subsidiary for the period from 1999 through thesdzftthe subpoena and the marketing and salestmgtiassociated with Interpore Cross’
spinal products. We may need to devote signifitiam¢ and resources to this inquiry and can givassgurances as to its final outcome.

In April 2009, Biomet became aware ofjai tamcomplaint alleging violations of the federal andioas state false claims acts filed in
U.S. District Court for the District of Massachusetvhere it is currently pendirf{iynited States ex rel. Bierman v. Orthofix Intefaaal N.V.,
et al.). Biomet and several of its competitors in the morasive bone growth stimulation market were nam&defendants in this action. The
U.S. government has not intervened in the actioa.ar¢ vigorously defending this matter and intendantinue to do so. We can make no
assurances as to the time or resources that wilkbded to respond to this matter or its final ounte.
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ltem 2.  Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis should bel imaconjunction with the condensed consolidatedritial statements and
corresponding notes included elsewhere in this Fidr®. Certain percentages presented in this dismusind analysis are calculated from the
underlying wholedollar amounts and, therefore, may not recalcdtata the rounded numbers used for disclosure p@sda addition, certa
amounts in the 2014 condensed consolidated finbsteitements have been reclassified to conforrhdé®015 presentation.

On June 24, 2015, we completed our merger with Bicand its results of operations have been inclinedr results subsequent to that
date. We refer to the six days from the ClosingeDatough June 30, 2015 during which Biomet's tsswkre included in our results, as the
“Inclusion Period”. The Biomet merger is expectedé a transformational event for us and will heigmificant effects on all aspects of our
business. Since the Inclusion Period is only sixsdthe impact of Biomet's results on our consdidaesults for the three and six month
periods ended June 30, 2015 was not as signifasittwill be in future periods. Accordingly, thisanagement'’s discussion and analysis of oL
historical results of operations is not indicatofe¢he results of operations for future periodsaccombined company basis.

Executive Level Overvie
Results for the Three and Six Month Periods ended 30, 201!

Our sales for the three and six month periods eddad 30, 2015 decreased primarily due to the ivegaffects of changes in foreign
currency exchange rates. However, this was sligiftget by the inclusion of Biomet sales during thelusion Period. We also continued to
experience pricing pressure in all our operatirggrsents, which was offset by positive volume/mixifircecent product introductions.

Our net earnings in the three and six month pergoated June 30, 2015 decreased compared to thepsemgear periods. The primary
driver of the lower net earnings was expense irclim connection with the Biomet merger. As a restithe merger, we recognized signific
expenses due to the acceleration of unvested L¥&ksiptions and LVB stock-based awards, retentamubes paid to Biomet employees and
third-party sales agents who remained with Biomet thrabglClosing Date, severance expense, a lossddtatecall premium on Biomet de
we redeemed, third party fees, and other acquisitiad integration charges. Interest expense atseased due to financirrgtated costs for tt
merger.

2015 Outlook

The Biomet merger will have a significant effectaur operating results for the remainder of thery®ar net sales and related expenses
will increase significantly as we include the résulf Biomet for the remainder of 2015. Additioyalive plan to continue our integration plans
to drive operating synergies which will result igréficant “Special items” expense throughout temainder of 2015. We will also recognize
significant expenses in cost of products sold eeldb stepping up the value of acquired Biometritwey to fair value and increased intangible
asset amortization from acquired assets.

We expect that R&D spending as a percentage of sadg increase compared to prior years as we iriteimyest in this area. Our
selling, general and administrative (“SG&A”) expesass a percentage of sales may also increase i@mtparior years until we realize the
full operating synergies of our combined busindgklitionally, since many of our R&D and fixed SG&&penses are denominated in
U.S. Dollars, including our primary R&D centersvasll as corporate and business unit headquartemsegs, such expenses may not decreas:
in similar proportion to net sales decreases exgeitom changes in foreign currency exchange rates.
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Net Sales by Operating Segme

The following table presents Zimmer net sales bgrafing segment, aggregate Biomet net sales imttesion Period and the

components of the percentage changes (dollarsliionsi):

Zimmer
Americas
EMEA
Asia Pacific

Total Zimmer
Biomet

Zimmer Biomet

Zimmer
Americas
EMEA
Asia Pacific

Total Zimmer
Biomet

Zimmer Biomet

Three Months Ended Volume/
June 30, %
2015 2014 (Dec) Mix Price
$ 6381 $ 639.7 (0.2)% 2.8%  (2.49%
277.( 334 (17.9 1.1 (1.9
192.¢ 208. (7.7) 4.8 (2.0
1,107. 1,182.¢ (6.4) 2.7 (2.0
59.¢ — — — —
$1,167.¢  $1,182. 1.9 7.7 (2.0
Six Months Ended
June 30, % Inc/ Volume /

2015 2014 (Dec) Mix Price
$1,283.: $1,278.: 0.4% 3.4% (2.9%
575.¢ 661.€ (12.9 5.7 (1.5
382.¢ 404. (5.9 7.1 (2.9
2,242 2,344 .. (4.4 4.7 (2.7
59.¢ — — — —

$2,302.(  $2,344. 1.9 7.2 (2.7

Foreign
Exchange

(0.6)%
(17.0)
(10.5)

(7.9)

7.0

Foreign

Exchange

(0.6)%
(17.9)
(10.1)

(7.0

(6.9

“Foreign Exchange,” as used in the tables in thiort, represents the effect of changes in foreigrency exchange rates on sales.
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Net Sales by Product Catego

The following table presents Zimmer net sales fmdpct category, aggregate Biomet net sales inntledion Period and the compone
of the percentage changes (dollars in millions):

Three Months Ended Volume /
June 30, Foreign
2015 2014 % (Dec) Mix Price Exchange
Zimmer
Reconstructive
Knees $ 475.¢ $ 497.¢ (4.9% 4.5% (2.2% (6.7)%
Hips 307.¢ 341.C (9.9 1.t (2.9 (8.6)
Extremities 48.F 51.t (5.9 0.¢ (1.9 4.9
831.7 890.4 (6.€) 3.1 (2.9 (7.3
Dental 56.¢ 61.1 (6.9 1.2 (1.2 (6.8
Trauma 72.€ 78.¢ (7.9 0.1 (0.9 (7.2
Spine 52.2 2.2 (0.2 5.€ (0.9 4.9
Surgical and othe 94.4 100.¢ (6.2) (0.3) (0.5 (5.5
Total Zimmer 1,107.° 1,182.¢ (6.9 2.7 (2.0 (7.2
Biomet 59.¢ — — — — —
Zimmer Biomet $1,167.¢ $1,182.¢ (1.3 7.7 (2.0 (7.0
Six Months Ended Volume /
June 30, % Inc / Foreign
2015 2014 (Dec) Mix Price Exchange
Zimmer
Reconstructive
Knees $ 963.1 $ 985.¢ (2.9% 6.8% (2.59% (6.€)%
Hips 619.¢ 672.7 (7.9 34 (2.7) (8.6)
Extremities 100.5 103.€ (2.9 3.7 (1.9 (4.8
1,683 1,762.: (4.5 54 (2.6) (7.3
Dental 112.€ 122.1 (7.7) — (1.3 (6.4
Trauma 152.( 158.% (4.2) 3.7 (0.7) (7.2
Spine 101.5 100.t 1.1 7.1 (1.2 (4.9
Surgical and othe 192.¢ 201.2 (4.4 1.€ (0.9 (5.6)
Total Zimmer 2,242.. 2,344 (4.9 4.7 (2.2) (7.0
Biomet 59.¢ — — — — —
Zimmer Biomet $2,302.( $2,344 .. (1.9 7.2 (2.2) (6.9
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The following table presents Zimmer net sales lndpct category by region and aggregate Biometalessn the Inclusion Period

(dollars in millions):

Zimmer
Reconstructive

Knees
Americas
EMEA
Asia Pacific

Hips
Americas
EMEA
Asia Pacific

Extremities
Americas
EMEA
Asia Pacific

Dental
Americas
EMEA
Asia Pacific

Trauma
Americas
EMEA
Asia Pacific

Spine
Americas
EMEA
Asia Pacific

Surgical and othe
Americas
EMEA
Asia Pacific

Total Zimmer
Biomet

Zimmer Biomet

Three Months Ended June 30

Six Months Ended June 30

2015 2014 % Inc (Dec) 2015 2014 % Inc (Dec)
$ 289.6 $ 282( 2.6% $ 585.( $ 565.F 3.0%
109.4 133.C (17.9) 230.1 264.1 (12.9)
76.€ 82.¢ (7.5) 148.( 156. (5.9)
146.€ 153. 4.2) 291.¢ 303.4 (3.6)
98.( 117.2 (16.9) 201.7 232.7 (13.9)
62. 70.€ (11.9) 126.1 136.¢ (7.7)
35.: 37.¢ (6.5) 73.1 76.7 (4.6)
9. 10. (9.7) 19.¢ 20.4 (2.6)
3.7 3.2 13. 7.7 6.5 18.1
831.7 890. (6.€) 1,683.c  1,762. (4.5)
35.: 36.4 2.7) 70.€ 71.4 (1.0
17.€ 21.C (16.9) 35.: 412 (14.2)
3. 3.7 6.5 6.7 9.5 (29.1)
34.1 35.F (4.2) 72.2 73.1 (1.9
17.€ 21.€ (18.5) 36. 422 (13.7)
20.¢ 21.7 (3.6) 434 432 0.
33.€ 31.¢ 5.2 65. 62.C 5.¢
11.1 14.4 (22.4) 22.¢ 26.¢ (15.0)
7.5 5.9 24.% 13.2 11.€ 13.
63. 63.1 0.4 125.( 126.: (1.0
13. 17.C (19.1) 29.7 34.1 (12.5)
17.2 20.: (15.9) 37.7 40.€ (7.6)
1,107 1,182 (6.4) 2,242 2,344 (4.4)
59.¢ — — 59.¢ — —
$1,167.(  $1,182. (1.9 $2,302.(  $2,344.c (1.6)
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Demand (Volume and Mix) Tren

Increased volume and changes in the mix of prosiiets contributed 7.7 percentage points of year-p&ar sales growth during the th
month period ended June 30, 2015. Volume/mix gramdk driven by the Biomet merger, new product thticiions and sales in key emerging
markets.

We believe longerm indicators point toward sustained growth dritlg an aging global population, growth in emergimarkets, obesit
proven clinical benefits, new material technologabs/ances in surgical techniques and more adgfestyles, among other factors. In addition,
demand for clinically proven premium products aatignt specific devices are expected to continymitively affect sales growth in markets
that recognize the value of these advanced techieslo

Pricing Trends

Global selling prices had a negative effect offcentage points on year-over-year sales durmghttee month period ended June 30,
2015. The majority of countries in which we operetetinued to experience pricing pressure from guwental healthcare cost containment
efforts and from local hospitals and health systdfos the remainder of the year, we expect thisimgi pressure will continue.

Foreign Currency Exchange Ral

For the three month period ended June 30, 201Hgesan foreign currency exchange rates had a inegeffect of 7.0 percentage points
on year-over-year sales. If foreign currency exgearates remain consistent with June 30, 2015,ragstimate that a stronger U.S. Dollar
versus foreign currency exchange rates will comtittucause declines in sales relative to the gear period. We address currency risk thrc
regular operating and financing activities and tigto the use of forward contracts and foreign cuyeptions solely to manage foreign
currency volatility and risk. Changes to foreignremcy exchange rates affect sales growth, buta@oésetting gains/losses on hedge contr
and options, which are recorded in cost of prodsetd, the effect on net earnings in the near isrmeduced.

Sales by Product Category

Knees

Knee sales declined in the three and six monttogderended June 30, 2015 when compared to the s@anggar periods. The decline
was primarily from changes in foreign currency exufpe rates. Our knee product category has benéfitadnew product introductions, such
asPersona® The Personalized Knee System and joint preservatiutions. However, the volume/mix growth from npseduct introductions
has been tempered by the negative effects of ckandereign currency exchange rates and pricieggure in all our reporting segments. In
EMEA and Asia Pacific, changes in foreign curreegghange rates negatively affected knee sale®ithtkee month period ended June 30,
2015 by 17.2 percent and 11.2 percent, respectigaly 17.3 percent and 10.5 percent in the six mpetiod ended June 30, 2015,
respectively.

Personarhe Personalized Knee System continues to gaitidrein the various markets where we have depldhedsystem, while our
NexGerComplete Knee Solution product line is still ourding global knee system in terms of sales. Predexqperiencing growth in this
category, in addition tBersonaThe Personalized Knee System, included our joiesgnvation solutions.

Hips

Hip sales declined in the three and six month gisriended June 30, 2015 when compared to the saong@ar periods. The decline was
primarily from changes in foreign currency excharaes. Positive volume and mix trends continuedetoffset by pricing pressure and the
negative effects of changes in foreign currencyharge rates. In EMEA and Asia Pacific, changestieifin currency exchange rates
negatively affected hip sales in the three montiogesnded June 30, 2015 by 17.7 percent and Hdc@pt, respectively, and 17.9 percent anc
10.2 percent in the six month period ended Jun@@D5, respectively.

37



Table of Contents

Leading hip stem sales were thienmer® M/L Taper Hip Prosthesis, ti&mmer® M/L Taper Hip Prosthesis witkinectiv® Technology
and theAvenir® Mdller Stem . Products experiencing growth in tasegory included thé/agner SL RevisighHip Stem,Vivacit-E® Highly
Crosslinked Polyethylene Liners aBtOLOX® 1 deltaHeads.

Extremities

Extremities sales declined in the three and sixtmperiods ended June 30, 2015 when compared &athe prior year periods. We have
experienced growth with some of our recently redegsroducts in this category, such asZiremer® Trabecular Metal™ Total Ankle and
Nexel® Total Elbow, but this has been offset by continpdading pressure and the negative effects of chaingéoreign currency exchange
rates.

Dental

Dental sales declined in the three and six montloge ended June 30, 2015 when compared to the gaare/ear periods, primarily
from the negative effects of changes in foreigmeney exchange rates. In our Dental product cayegoicertain markets, especially in our
Asia Pacific region, our customers are distributdtse timing of distributor purchases can havegaificant influence on sales in those market:
in any particular quarter. Sales were led byTthpered Screw-Veftimplant System.

Trauma

Trauma sales declined in the three and six montiogeended June 30, 2015 when compared to the gaare/ear periods. We
continued to see growth in volume/mix from our amredullary nail systems, plates and screws ane ¢gabbucts, but this growth was offse
the negative effects of changes in foreign curremahange rates. Tl@mmer® Natural Nail® System an@immer® Periarticular Locking
Plates System led Trauma sales.

Spine

Spine sales declined by 0.2 percent and increagédlipercent in the three and six month periodiedrlune 30, 2015, respectively,
when compared to the same prior year periods. €gative effects of changes in foreign currency arge rates tempered any sales growth.
We continue to focus on, and have had successimnercializing offerings across our core fusiontfedio and market adjacencies, including
minimally invasive surgeries. Solid sales of thstinct® Java® System andrabecular MetalTechnology products were partially offset by a
decline in sales of other spine products.

Surgical and other

Surgical and other sales declined in the threesanthonth periods ended June 30, 2015 when compartde same prior year periods.
We experienced solid volume/mix growth across nbsiur sub-product categories, but this was otfigethe negative effects of changes in
foreign currency exchange rates. Products leadileg $n this category weRALACOS® 2Bone Cement, th&ransposaP Fluid Waste
Management System, tourniquets and wound debridiedesices.

1 Registered trademark of CeramTec Gn
2 Registered trademark of Heraeus Medical Gr
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Expenses as a Percentage of Net St

Three Months Ended Six Months Ended
June 30, June 30,

2015 2014 Inc (Dec) 2015 2014 Inc (Dec;
Cost of products sold 24.%% 28.(% 3.1 24.1% 27.1% (2.9
Research and developmt 4.4 4.1 0.3 4.3 4.1 0.2
Selling, general and administrati 38.1 36.¢ 1.2 37.¢ 37.€ 0.2
Intangible asset amortizatic 2.8 1.¢ 0.¢ 2.3 2.2 0.1
Certain claims 0.7 1.6 (1. 0.3 aL{e (0.7)
Special item: 40.2 5.8 34.¢€ 24.2 4.2 20.C
Operating profit (11.3 21.¢ (33.0 6.3 23.¢ (17.5)

Cost of Products Sold

The decrease in cost of products sold as a pegefanet sales for the 2015 periods comparedei@dime prior year periods was
primarily due to higher hedge gains in the 2015quksrfrom our foreign currency hedging program caneg to the same prior year period. Fol
derivatives which qualify as hedges of future cidalvs, the effective portion of changes in fairwalis temporarily recorded in other
comprehensive income and then recognized in cqstaofucts sold when the hedged items affect easni@gographic mix also had a positive
impact on cost of products sold as a percentagale§ because such percentage is typically lowteit).S. than in other countries. Since
changes in foreign currency exchange rates deaemdesales and cost of products sold outside tBe, the U.S. now accounts for a higher
proportion of the consolidated net sales and cogtanlucts sold than in the same prior year peridtie favorable hedge gains and geographi
product mix were partially offset by increased esscand obsolete inventory charges due to incraasedtory levels, and lower average sel
prices.

Operating Expenses

R&D expenses and R&D as a percentage of salesaisedein the 2015 periods when compared to the panreyear periods. The prior
year periods reflected a significant dedicatiomesources to our quality and operational excellénitiatives. Additionally, most of our R&I
activities occur in the U.S., so expenses do notedese proportionally to changes in net sales winere are significant changes in foreign
currency exchange rates, which caused an incraed?&D as a percentage of sales.

SG&A expenses increased in the three month penidéaJune 30, 2015, but decreased in the six npantbd ended June 30, 2015
when compared to the same prior year periods. S@&A percentage of sales increased in the 201&dgexinen compared to the same prior
year periods. A portion of SG&A expenses variehwsiles, therefore, as sales decrease, so dddtedrexpenses. However, a signific
portion of our SG&A expenses occur in the U.S.goeases do not decrease proportionally to chamgestisales when there are significant
changes in foreign currency exchange rates. Additlp, the addition of Biomet's results of operatiancreased SG&A expenses.

Intangible asset amortization increased in the Z#rtods when compared to the same prior year gerio the three month period endec
June 30, 2015, the increase was driven by addltBiomet merger amortization. The effect of the Bt merger in the six month period en
June 30, 2015 was less because in the same pappgeod we reduced the estimated useful liveedfin intangible assets to zero resulting
in an additional $7.2 million being amortized imragdly.

“Special items” increased in the 2015 periods camegbéo the same prior year periods. The increases due to Biomet merger-related
expenses such as the acceleration of unvested tdR sptions and LVB stockased awards, retention bonuses paid to Biometames an:
third-party sales agents who remained with
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Biomet through the Closing Date, severance expandeontract terminations. See Note 2 to the imteondensed consolidated financial
statements included in Part |, Item 1 of this répmr more information regarding “Special items’aces.

Other Expense, Net, Interest Income, Interest Exgenlncome Taxes, Net Earnings and Segment Opeigatmofit

Other expense, net, represents debt issuancetbastse recognized for the bridge credit agreertfattwe entered into in May 2014 in
connection with the Biomet merger, the net expeakged to remeasuring monetary assets and liabilitenominated in a foreign currency
other than an entity’s functional currency offsgtfbreign currency forward exchange contracts werento to mitigate any gain or loss, and
the call premium expense we recognized when waddfiamet’s senior notes, offset by a gain reldtedelling certain product line rights and
assets. The decrease in other expense, net inrreernonth period ended June 30, 2015 comparéx teaime prior year period was due to the
debt issuance costs related to the bridge credieagent that were recognized in the prior yeatoplerivhich did not exist in the current year
period as the bridge credit agreement expiredearfitet quarter of 2015. The increase in the sinthgeriod ended June 30, 2015 compared t
the same prior year period was due to the accalarat remaining expense on the bridge credit agee when it expired in the first quarter of
2015.

Net interest expense increased in the three ana@inth periods ended June 30, 2015 due to therissua the Merger Notes in March
2015.

The effective tax rate (“ETR”) on earnings befareame taxes for the three and six month periods@&ddne 30, 2015 represented a tax
benefit of 25.9 percent and 2.6 percent, respdygti@ur ETR has been significantly impacted byvheous “Special items” expenses. The
majority of these expenses have been incurredjinenitax jurisdictions, which has resulted in altarefit being recognized in the current yea
periods. We anticipate that future “Special iteraspense, the outcome of various federal, statdapdyn audits, as well as expiration of
certain statutes of limitations, could potentiaitypact our ETR in future quarters. Currently, warat reasonably estimate the impact of these
items on our financial results.

Segment Operating Prof

For our reporting segments, operating profit inseghin the Americas and Asia Pacific in the thmee six month periods ended June 30,
2015 compared to the same prior year periods, éeredsed in EMEA in the three and six month perédied June 30, 2015 when compared
to the same prior year periods. The increase ifthericas was due to controlled SG&A expenses.diaRacific, despite decreasing sales
operating profit increased due to our hedging mogrWhile changes in foreign currency exchangesnagsulted in decreased sales, this de
was offset by increased hedge gains recorded i8ah& periods compared to the same prior year g&rie@sulting in improved gross profit
margins. In EMEA, sales declined so significantlieedo changes in foreign currency exchange rastir hedging program did not fully
offset these declines.

Non-GAAP Operating Performance Measures

We use financial measures that differ from finaheiaasures determined in accordance with GAAP #duase our operating
performance. These non-GAAP financial measuresudrdhe impact of inventory steyp, certain inventory and manufacturing relatedgbs
connected to quality enhancement and remediatfontgf“Certain claims,” intangible asset amortiaat “Special items,” other expenses
related to financing obtained for the Biomet mergéhner expenses related to the call premium expertognized to redeem the assumed
Biomet senior notes, the gain recognized in otlipense, net, related to selling certain produet fights and assets, the interest expense
incurred on the Merger Notes during the periodmpiaathe consummation of the Biomet merger andrafgted effects on our income tax
provision associated with these items. In additaur,non-GAAP adjusted diluted earnings per shar¢hfe three month period ended June 30,
2015
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includes an additional adjustment to add to theyhteld average shares outstanding used for compdititgd loss per share, the number of
shares that would have had a dilutive effect ithae had net earnings in that period. Under GAARabse we had a net loss in that period, th
dilutive shares are not included in the weighteerage shares outstanding used for computing dilogsdper share on a GAAP basis. We use
this information internally and believe it is halpfo investors because it allows more meaningéuiqul-to-period comparisons of our ongoing
operating results, it helps to perform trend aralgad to better identify operating trends that rotherwise be masked or distorted by these
types of items, and it provides a higher degreteavfsparency of certain items. Certain of these @8AP financial measures are used as
metrics for our incentive compensation programs.

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

The following are reconciliations from our GAAP retrnings and diluted earnings per share to oG®AP adjusted net earnings and
non-GAAP adjusted diluted earnings per share usethfernal management purposes:

Three Months Ended Six Months Ended
June 30, June 30,

(In millions) 2015 2014 2015 2014
Net Earnings of Zimmer Holdings, In $(158.0) $176. $ 19.1 $398.(
Inventory ste-up and other inventory and manufacturing relatestgé: 147 13.5 18.¢ 25.2
Certain claims 7.7 21.¢ 7.7 21.¢
Intangible asset amortizatic 33.C 22.2 53.4 51.¢
Special item:

Biomet-merger relate: 390.¢ 13.7 416. 13.7

Other special item 78.¢ 48.¢€ 140.( 85.2
Biomet merge-related expenses in other expe 3.2 10.C 221 10.C
Interest expense on Biomet merger financ 61.t — 70.C —
Taxes on above item: (152.9) (35.9 (196.9 (59.9)
Adjusted Net Earning $ 278.1 $271.( $ 551.F $545.5

* The tax effect is calculated based upon the stgtuétes for the jurisdictions where the items wiarirred.
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Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Diluted EPS $ (0.9]) $ 1.0¢ $ 0.11 $ 2.32
Inventory ste-up and other inventory and manufacturing relatestgé: 0.0¢ 0.0¢ 0.11 0.1¢
Certain claims 0.04 0.1: 0.04 0.12
Intangible asset amortizatic 0.1¢ 0.1: 0.31 0.3C
Special item:
Biomet-merger relate: 2.22 0.0¢ 2.3¢ 0.0¢
Other special item 0.4t 0.2¢ 0.81 0.4¢
Biomet merge-related expenses in other expe 0.0z 0.0¢ 0.1z 0.0¢
Interest expense on Biomet merger financ 0.3t — 0.4C —
Taxes on above item: (0.86) (0.2 (1.19) (0.35)
Effect of dilutive shares assuming net earning 0.01 — — —
Adjusted Diluted EP! $ 1.5¢ $ 1.5¢ $ 3.17 $ 3.1¢

* The tax effect is calculated based upon the statuédes for the jurisdictions where the items wiemirred.

**  Diluted share count used in Adjusted Dilutegs:

Diluted share: 173.(
Dilutive shares assuming net earni 2.€
Adjusted diluted share 175.€

Liquidity and Capital Resources

Cash flows provided by operating activities wer@&2 million in the six month period ended June 15, compared to $442.9 million
in the same prior year period. The decreased dasis provided by operating activities in the 20E5ipd were primarily due to a $97.6 milli
loss on our forward starting interest rate swapsetted in March 2015 when we issued the Mergeedldiigher expenses related to the
Biomet merger and inventory investments. Thesewanéble items were partially offset by lower taypeents in the 2015 period. In the prior
year period, we made significant tax payments éstain unresolved matters in order to limit thegmtial impact of IRS interest charg

Cash flows used in investing activities were $7,720illion in the six month period ended June W2, compared to $268.7 million in
the same prior year period. The primary investictiviy in the 2015 period was the Biomet mergee ¥bntinued to invest in instruments for
significant product launches, suchRersonaTlhe Personalized Knee System, as we deploy thegrmyaround the world. We also continued to
invest in other property, plant and equipment @le necessary to complete new product-relatedsinvents and to replace older machinery
and equipment. We also received some proceedstfremivestiture of certain product line rights assets.

Cash flows provided by financing activities wereZg®.7 million in the six month period ended Jufe 215, compared to a use of cash
of $291.1 million in the same prior year period. Wsued the Merger Notes and borrowed the U.S. Teram in the 2015 period for the
Biomet merger, which resulted in proceeds andedldebt issuance costs. We also repaid Biometisrseotes that we assumed in the mergel
Additionally, with an increase in our stock pritedughout 2014, many employees exercised stochmptn the prior year. Accordingly, there
were fewer stock options outstanding at the er2Dd#, leading to fewer option exercises in thensbnth period ended June 30, 2015,
compared to the same prior year period.

In February and May 2015, our Board of Directorslaled cash dividends of $0.22 per share. We expeaxintinue paying cash
dividends on a quarterly basis; however, futurédgirds are subject to approval of the Board of @mes and may be adjusted as business
needs or market conditions change. As further disedi below, our debt facilities restrict the payhwérlividends in certain circumstances.
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As of June 30, 2015, $599.5 million remained au#sat under our $1.0 billion share repurchase pragrahich has no expiration date.
anticipation of the merger with Biomet, we suspehdegpurchases after the first quarter of 2014. Nwavwe have completed the merger, we
intend to use available cash for debt repaymendaridends and will further reevaluate our capiteployment strategies for available cash.

In order to achieve operational synergies, we expash outlays related to our integration planse@pproximately $250 million in 2015
and exceed $500 million in the first three yearstf@losing Date. These cash outlays are necessahiev@ our integration goals of achiev
net-annual pre-tax operating profit synergies @&%million in the first year and $350 million byetend of the third year post-Closing Date.

As discussed more completely in Note 12 to ourimte&ondensed consolidated financial statementsdiec in Part I, Item 1 of this
report, the IRS has issued proposed adjustmentefos 2006 through 2009 reallocating profits betweertain of our U.S. and foreign
subsidiaries. We have disputed these proposedtadjnss and continue to pursue resolution with B®. IAlthough the ultimate timing for
resolution of the disputed tax issues is uncerfainye payments may be significant to our opetatiash flows.

Also as discussed in Note 16 to our interim conddre®nsolidated financial statements included m Pé&em 1 of this report, as of
June 30, 2015, a short-term liability of $50.0 ioilland long-term liability of $251.6 million rekd toDurom Cup product liability claims was
recorded on our condensed consolidated balancé $Meexpect to continue paying these claims dvemext few years. We expect to be
reimbursed a portion of these payments for proliailoility claims from insurance carriers. As of &80, 2015, we have received a portion of
the insurance proceeds we estimate we will recéVerhave a short-term receivable of $67.5 milliad a long-term receivable of $95.3
million remaining for future expected reimbursenseinbm our insurance carriers. We also had a ghant-liability of $55.8 million related to
Biomet metal-on-metal hip implant claims.

At June 30, 2015, we had ten tranches of seni@snmitstanding as follows (dollars in millions):

Interest

Principal Rate Maturity Date
$ 500.( 1.45(% April 1, 2017
1,150.( 2.00( April 1, 2018
500.( 4.62¢ November 30, 201
1,500.( 2.70C April 1, 2020
300.( 3.37¢ November 30, 202
750.( 3.15( April 1, 2022
2,000.( 3.55( April 1, 2025
500.( 4.25( August 15, 203!
500.( 5.75( November 30, 203
1,250.( 4.45( August 15, 204!

We may, at our option, redeem our senior noteghiale or in part, at any time upon payment of thiegipal, any applicable mak&hole
premium, and accrued and unpaid interest to the afaiedemption. In addition, the Merger Notes Hr&l3.375% Senior Notes due 2021 may
be redeemed at our option without any make-whaenrm at specified dates ranging from one mongixanonths in advance of the
scheduled maturity date.

We have a $4.35 billion Senior Credit Facility tieantains: (i) a Srear unsecured U.S. Term Loan Facility in the ppacamount of $3.
billion, and (ii) a 5-year unsecured MulticurrerigRgvolving Facility in the principal amount of $1.88lion. The Multicurrency Revolving
Facility will mature in May 2019, with two one-yeaxtensions available at our option. Borrowingsarrttie Multicurrency Revolving Facility
may be used for general corporate purposes. There mo borrowings outstanding under the MulticuryeRevolving Facility as of June 30,
2015. On June 24, 2015, we borrowed the full $8li@b available under the U.S. Term Loan Facilithe U.S. Term Loan Facility will matu
in June 2020, with principal payments due begini8egtember 30, 2015,
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as follows: $75.0 million on a quarterly basis darthe first three years, $112.5 million on a gerdytbasis during the fourth year, and $412.5
million on a quarterly basis during the fifth year.

We and certain of our wholly owned foreign subgiéisare the borrowers under the Senior CreditliBadBorrowings under the Senior
Credit Facility bear interest at floating ratesdzhspon indices determined by the currency of tiredwings plus an applicable margin
determined by reference to our senior unsecuregtienm credit rating, or at an alternate base mtan the case of borrowings under the
Multicurrency Revolving Facility only, at a fixedte determined through a competitive bid proceks. Senior Credit Facility contains
customary affirmative and negative covenants amsisvof default for an unsecured financing arrargg@including, among other things,
limitations on consolidations, mergers and salessskts. Financial covenants include a consolidatkgbtedness to consolidated EBITDA
ratio of no greater than 5.0 to 1.0 through June2246 and no greater than 4.5 to 1.0 thereafteurlcredit rating falls below investment
grade, additional restrictions would result, inéhgdrestrictions on investments and payment ofd#inds. We were in compliance with all
covenants under the Senior Credit Facility as oBJ380, 2015.

Commitments under the Senior Credit Facility afgiect to certain fees. On the Multicurrency ReviadyFacility, we pay a facility fee at
a rate determined by reference to our senior umeddang-term credit rating.

We have a Japan Term Loan agreement with one détidkers under the Senior Credit Facility for 1dillilon Japanese Yen that will
mature on May 31, 2018. Borrowings under the Jamam Loan bear interest at a fixed rate of 0.6 getrper annum until maturity.

We also have other available uncommitted creditifies totaling $32.3 million.

We place our cash and cash equivalents in highgdrfinancial institutions and limit the amountapédit exposure to any one entity. We
invest only in high-quality financial instrumentsaccordance with our internal investment policy.

As of June 30, 2015, we had short-term and l@mgy investments in debt securities with a faiueadf $620.4 million. These investme
are in debt securities of many different issueid, simerefore, we believe we have no significantcemtration of risk with a single issuer. All of
these debt securities remain highly rated and vieviethe risk of default by the issuers is low.

As of June 30, 2015, $1,318.5 million of our castl eash equivalents and short-term and g investments were held in jurisdicti
outside of the U.S. and are expected to be indeRnieinvested for continued use in foreign operet. Repatriation of these assets to the U.S
may have tax consequences. $849.7 million of thisunt is denominated in U.S. Dollars and, therefoears no foreign currency translation
risk. The balance of these assets is denominateariancies of the various countries where we dpera

Our concentrations of credit risks with respedramle accounts receivable is limited due to thgdarumber of customers and their
dispersion across a number of geographic areabyfréquent monitoring of the creditworthinesslué tustomers to whom credit is granted ir
the normal course of business. Substantially aflusftrade receivables are concentrated in theigpaht private hospital and healthcare
industry in the U.S. and internationally or witlswlibutors or dealers who operate in internationatkets and, accordingly, are exposed to the
respective business, economic and country speagifiables.

Our ability to collect accounts receivable in sarnentries depends in part upon the financial stglif the hospital and healthcare
sectors and the respective countries’ national @mdnand healthcare systems. Most notably, in Eitmalthcare is typically sponsored by the
government. Since we sell products to public hadpih those countries, we are indirectly exposegiovernment budget constraints. The
ongoing financial uncertainties in the Euro zongaat the indirect credit exposure we have to tlggaernments through their public hospiti
As of June 30, 2015, in Greece, Italy, Portugal &pdin, countries that have been widely
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recognized as presenting the highest risk, oursgsbsrt-term and long-term trade accounts receivedsinbined were $261.5 million. With
allowances for doubtful accounts of $15.5 milli@eorded in those countries, the net balance was.@24illion, representing 18 percent of |
total consolidated short-term and long-term tract®ants receivable balance, net. Italy and Spainwted for $218.3 million of that net
amount. We are actively monitoring the situatianghiese countries. We maintain contact with custenmethese countries on a regular basis.
We continue to receive payments, albeit at a slaaterthan in the past. We believe our allowanc@dmbtful accounts is adequate in these
countries, as ultimately we believe the governmantlese countries will be able to pay. To theeakthe respective governments’ ability to
fund their public hospital programs deteriorates,may have to record significant bad debt expeimste future.

Management believes that cash flows from operatimaksavailable borrowings under the Senior Creddiliy or from the public and
private debt markets are sufficient to meet ourkiviy capital, capital expenditure and debt sermieeds, as well as return cash to stockholdel
in the form of dividends. Should additional investmopportunities arise, we believe that our e@siibalance sheet and cash flows will allow
us to obtain additional capital, if necessary.

Recent Accounting Pronouncements

In May 2014, the FASB issued ASU No. 2014-0®Revenue from Contracts with Customers (Topic 608 ASU provides a five-step
model for revenue recognition that all industrigl apply to recognize revenue when a customerinbteontrol of a good or service. The ASU
will be effective for us beginning January 1, 2008 are in the initial phases of our adoption pland, accordingly, we are unable to estimate
any effect this may have on our revenue recognjtiactices.

In April 2015, the FASB issued ASU 2015-03S#mplifying the Presentation of Debt Issuance Co$tss ASU requires debt issuance
costs to be presented in the balance sheet asa déduction from the carrying value of the assed debt liability, consistent with the
presentation of a debt discount. This ASU doesffett the measurement and recognition of debtisse costs in our statement of earnings.
As of June 30, 2015, this change would resultiectassification of $11.9 million of other currexgsets and $68.6 million of other assets to
debt. The ASU will be effective for us beginningndary 1, 2016.

There are no other recently issued accounting pnocements that we have not yet adopted that aeceeghto have a material effect on
our financial position, results of operations osltflows.

Critical Accounting Estimates

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

Forward-Looking Statements

This quarterly report contains certain statememds are forward-looking statements within the megraf federal securities laws.
Forwardiooking statements can be identified by the faat they do not relate strictly to historical or @nt facts. When used in this report,
words “may,” “will,” “should,” “would,” “could,” “anticipate,” “expect,” “plan,” “seek,” “believe,” “gedict,” “estimate,” “potential,” “project,”
“target,” “forecast,” “i " “strategy,” “futur@ “opportunity,” “assume,” “guide” and similar ergssions are intended to identify forward-

intend,
looking statements. Forwatdeking statements are based on current expectatiod assumptions that are subject to risks anertaiaties tha
could cause actual results to differ materiallyrirsuch forwardeoking statements. These risks and uncertaimielsde, but are not limited t

» the possibility that the anticipated synergied other benefits from the Biomet merger will betrealized, or will not be realized
within the expected time perioc
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» the risks and uncertainties related to ouritglid successfully integrate the operations, patsluemployees and distributors of the
legacy companie:

» the effect of the potential disruption of maeagent’s attention from ongoing business operatitugsto integration matters related
to the Biomet merge

» the effect of the Biomet merger on our relagioips with customers, vendors and lenders and ooprrating results and business
generally;

» Biome’s compliance with the terms of its Deferred ProienuAgreement through March 201
» the outcome of government investigatio

e competition;

*  pricing pressures

» the impact of the federal healthcare reform sness, including the impact of the U.S. excisedaxnedical devices, reductions in
reimbursement levels by th-party payors and cc-containment efforts of healthcare purchasing omgitns;

» challenges relating to changes in and compéamith governmental laws and regulations affectngU.S. and international
businesses, including regulations of the FDA amdi§m government regulators, such as more stringgptirements for regulatory
clearance of our produci

* our ability to remediate matters identified in angpectional observations or warning letters isduethe FDA,;

» the success of our quality and operational excedlénitiatives;

» changes in tax obligations arising from tax refon@asures or examinations by tax authori

» changes in general domestic and international enanoonditions, including interest rate and curseagchange rate fluctuatior
» changes in general industry and market conditimtdding domestic and international growth ra

» changes in customer demand for our products amitesrcaused by demographic changes or other fa

» dependence on new product development, technolagiigances and innovatio

e product liability and intellectual property litigah losses

* our ability to obtain and maintain adequate intlial property protectior

* our ability to retain the independent agents astributors who market our produc

» our dependence on a limited number of supplier&égrraw materials and outsourced activit

» the possible disruptive effect of additional stgateacquisitions and our ability to successfulltegrate acquired companic
e our ability to form and implement alliance

» the impact of the ongoing financial uncertaiatycountries in the Euro zone on our ability tem accounts receivable in affected
countries;

» changes in prices of raw materials and productsoanability to control costs and expenses;
» shifts in our product category sales mix or @gional sales mix away from products or geogmrapdgions that generate higher
operating margins

This report contains discussions of these and atmgortant factors in Part 11, ltem 1A under thatimg “Risk Factors.” You should
understand that it is not possible to predict entify all factors that could cause actual restatdiffer materially from forward-looking
statements. Consequently, you should not consigelist or discussion of such factors to be a catgbet of all potential risks or
uncertainties.
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Readers of this report are cautioned not to plackeie reliance on these forward-looking stateméfitsle we believe the assumptions on
which the forward-looking statements are basedeasonable, there can be no assurance that thesedelooking statements will prove to be
accurate. This cautionary statement is applicab#dl tforward-looking statements contained in tieigort.

We expressly disclaim any obligation to updateemige any forward-looking statements, whether @salt of new information, future
events or otherwise. You are advised, howevergtsalt any further disclosures we make on relatdjests in our Form 10-Q, 8-K and 10-K
reports and our other filings with the Securitiasl &xchange Commission.

ltem 3.  Quantitative and Qualitative Disclosures Albut Market Risk

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

ltem 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresliéfised in Rule 13a-15(e) under the Exchange Awt) are designed to provide
reasonable assurance that information requiree@ widcrlosed in the reports that we file or submider the Exchange Act is recorded,
processed, summarized and reported within the pieniods specified in the Securities and Exchangar@igsion’s rules and forms, and that
such information is accumulated and communicatemitananagement, including our Chief Executive €ffiand Chief Financial Officer, as
appropriate to allow timely decisions regardinguieed disclosures. Because of inherent limitatialisglosure controls and procedures, no
matter how well designed and operated, can prawdie reasonable, and not absolute, assurancehthatjectives of disclosure controls and
procedures are met.

Our management, with the participation of our Clarécutive Officer and Chief Financial Officer, dvated the effectiveness of the
design and operation of our disclosure controls@dedures. Based on that evaluation, our Chietktive Officer and Chief Financial
Officer concluded that, as of the end of the pedodered by this report, our disclosure controld procedures are effective at a reasonable
assurance level.

Changes in Internal Control Over Financial Reporting

There was no change in our internal control oveairicial reporting (as defined in Rule 13a-15(fjhef Exchange Act) that occurred
during the quarter ended June 30, 2015 that hasriait affected, or is reasonably likely to maddisi affect, our internal control over financ
reporting. As previously noted, we completed ourgeewith Biomet on June 24, 2015. We have begarptbcess of reviewing the internal
control structure of Biomet and will make appropFiahanges as necessary as we integrate Biomedtntwverall internal control over
financial reporting process.
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Part II—Other Information
tem 1. Legal Proceedings

Information pertaining to legal proceedings caridued in Note 16 to the interim condensed constdiddinancial statements included
Part I, Item 1 of this report.

Iltem 1A. Risk Factors

Risk factors which could cause actual results ftedfrom our expectations and which could negdyivepact our financial condition
and results of operations are discussed below dswhdere in this report. Additional risks and urte@sties not presently known to us or that
are currently not believed to be significant to dusiness may also affect our actual results anddcbarm our business, financial condition
and results of operations. If any of the risks ncertainties described below or any additional sigind uncertainties actually occur, our
business, results of operations and financial cbadicould be materially and adversely affected.

Successful integration of Biomet and anticipatedrgdits of the Biomet merger are not assured andeigtation matters could divert
attention of management away from operations. Alfte merger could have an adverse effect on ouribass relationships.

Although Biomet has become an indirect wholly owsatsidiary of ours, it will initially continue itsperations on a basis that is sepe
from the legacy Zimmer operations. There can bagsurance that Biomet will be able to maintain gimav its business and operations. In
addition, the market segments in which Biomet ofgsranay experience declines in demand and/or newpetitors. Customers, suppliers and
other third parties with business relationshipswis and/or Biomet may decide not to renew or nejde to seek to terminate, change and/ol
renegotiate their relationships with us and/or Bibms a result of the merger, whether pursuaritetderms of their existing agreements with u:
and/or Biomet or otherwise.

Our ability to realize the anticipated benefitdtod Biomet merger will depend, to a large extentpor ability to integrate the legacy
businesses. Integrating and coordinating certgieas of the operations and personnel of Biomét wiifrs involves complex operational,
technological and personnel-related challenges fifucess is time-consuming and expensive, distbptbusinesses of both companies and
may not result in the full benefits expected byinsluding cost synergies expected to arise froppkuchain efficiencies and overlapping
general and administrative functions. The potetitiiculties, and resulting costs and delays, uigl:

* managing a larger combined compa

» consolidating corporate and administrative infractures;

» issues in integrating manufacturing, warehousedasitbution facilities, research and developmenrd sales force:
» difficulties attracting and retaining key persont

» loss of customers and suppliers and inability taat new customers and supplie

» unanticipated issues in integrating informatiorhtezlogy, communications and other syste

» incompatibility of purchasing, logistics, marketjragministration and other systems and procesae:

« unforeseen and unexpected liabilities related ¢ontlerger or Biom'’s business

Additionally, the integration of our and Biomet'pearations, products and personnel may place afisigmi burden on management and
other internal resources. The attention of our rgangent may be directed towards integration conafters and may be diverted from our day
to-day business operations, and matters related to
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the integration may require commitments of time esburces that could otherwise have been devotethér opportunities that might have
been beneficial to us. The diversion of managermeiitention, and any difficulties encountered mtitansition and integration process, could
harm our business, financial condition and opegatéasults.

Even if our businesses are successfully integratednay not realize the full benefits of the mergecluding anticipated synergies, cost
savings or growth opportunities, within the expddieneframe or at all. In addition, we expect tounsignificant integration and restructuring
expenses to realize synergies. However, many aéxpenses that will be incurred are, by their rgtdifficult to estimate accurately. These
expenses could, particularly in the near term, eddbe savings that we expect to achieve from eltion of duplicative expenses and the
realization of economies of scale and cost savialjsough we expect that the realization of efficees related to the integration of the
businesses may offset incremental transaction, eneegated and restructuring costs over time, wamotgive any assurance that this net
benefit will be achieved in the near term, or &t al

Any of these matters could adversely affect ouirmsses or harm our financial condition, resultspdrations or business prospects.

We incurred substantial additional indebtednessdannection with the Biomet merger and may not bdeato meet all of our debt
obligations.

We incurred substantial additional indebtednesoimection with the Biomet merger. At June 30, 2@lB total indebtedness was $12.0
billion as compared to $1.4 billion at December3114. We funded the cash portion of the mergesidanation, the pay-off of certain
indebtedness of Biomet and the payment of trarmactlated expenses through a combination of eblaileash-on-hand and proceeds from
debt financings, including proceeds from a $7.6lobiissuance of senior unsecured notes in Mafitb2and borrowings of $3.0 billion under
our $4.35 billion Senior Credit Facility. As of 180, 2015, our debt service obligations, compréfgatincipal and interest (excluding capital
leases and equipment notes), during the followgnbnths were approximately $647.8 million. As suteof the increase in our debt,
demands on our cash resources have increasedndreased level of debt could, among other things:

* require us to dedicate a large portion of ashcflow from operations to the servicing and repagyt of our debt, thereby reducing
funds available for working capital, capital expiuaks, research and development expenditures thed general corporate
requirements

» limit our ability to obtain additional finanajnto fund future working capital, capital expendits, research and development
expenditures and other general corporate requiresy

» limit our flexibility in planning for, or reactingp, changes in our business and the industry ichvivie operate
» restrict our ability to make strategic acquisitiamsdispositions or to exploit business opportesi|
» place us at a competitive disadvantage comparedrtoompetitors that have less de

« adversely affect our credit rating, with theuk: that the cost of servicing our indebtednegghinincrease and our ability to obtain
surety bonds could be impaire

« adversely affect the market price of our commoglstand

» limit our ability to apply proceeds from a futurifesing or asset sale to purposes other than theécggg and repayment of del
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If we fail to comply with healthcare fraud and abadaws and regulations, we could face substantiahplties and our business,
operations and financial condition could be advelgaffected.

Our industry is subject to various federal, staté @reign laws and regulations pertaining to lesalte fraud and abuse, including the
federal False Claims Act, the federal AKickback Statute, the federal Stark law, the fedBhgsician Payments Sunshine Act and similar
and foreign laws. In addition, we are subject toous federal and foreign laws concerning anti-gption and anti-bribery matters, sales to
countries or persons subject to economic sanctiodther matters affecting our international ofi@na. Violations of these laws are
punishable by criminal and/or civil sanctions, irdihg, in some instances, fines, imprisonment wiitthin the U.S., exclusion from
participation in government healthcare programduiling Medicare, Medicaid and Veterans Administrahealth programs. These laws are
administered by, among others, the DOJ, the OIG-HRSSEC, the OFAC, the Bureau of Industry anduSgcof the U.S. Department of
Commerce and state attorneys general. The intatfmetand enforcement of these laws and regulatioasincertain and subject to change.

Biomet is involved in ongoing governmental investons, the results of which may adversely impaat business and results of
operations. Further, if Biomet fails to comply witthe terms of the DPA that it entered into in Mar@012, it may be subject to criminal
prosecution and/or exclusion from federal health@programs

On March 26, 2012, Biomet entered into a DPA wlhith DOJ and a Consent with the SEC related to astigation by the DOJ and the
SEC into possible violations of the FCPA in the kesing and sale of medical devices in certain fpredountries. Pursuant to the DPA, the
DOJ agreed to defer prosecution of Biomet in cotioravith those matters, provided that Biomet dissits obligations under the DPA over
the term of the DPA. The DPA had a three-year t@noh provided that it could be extended in the dideretion of the DOJ for an additional
year. Pursuant to the Consent, Biomet consent#eetentry of a Final Judgment which, among othielgy permanently enjoined Biomet fr¢
violating the provisions of the FCPA. In additigqursuant to the terms of the DPA, an independeteteal compliance monitor was appointed
to review Biomet’'s compliance with the DPA, partaxly in relation to Biomet's international salesptices. The Consent that Biomet enterec
into with the SEC mirrors the DPA'’s provisions witspect to the compliance monitor.

In October 2013, Biomet became aware of certaggelll improprieties regarding its operations in Bz Mexico, including alleged
improprieties that predated the entry of the DPianiet retained counsel and other experts to ingatiboth matters. Based on the results of
the ongoing investigations, Biomet has terminasedpended or otherwise disciplined certain of thpleyees and executives involved in thes
matters, and has taken certain other remedial messédditionally, pursuant to the terms of the DRAApril 2014 and thereafter, Biomet
disclosed these matters to and discussed theseramaith the independent compliance monitor and®d and SEC. On July 2, 2014 and
July 13, 2015, the SEC issued subpoenas to Biameinng that Biomet produce certain documentgirejao such matters. These matters
remain under investigation by the DOJ.

On March 13, 2015, the DOJ informed Biomet thatfA and the independent compliance monitor's ampueént have been extended
for an additional year. On April 2, 2015, at thguest of the staff of the SEC, Biomet consentehtamendment to the Final Judgment to
extend the term of the compliance monitor’'s appoarit for one year from the date of entry of the Adexl Final Judgment.

Pursuant to the DPA, the DOJ has sole discretia@etermine whether conduct by Biomet constitutemkation or breach of the DPA.
The DOJ has informed Biomet that it retains ithitsgunder the DPA to bring further action againisinf®et relating to the conduct in Brazil and
Mexico referenced above or the violations set fartthe DPA. The DOJ could, among other thingspkevthe DPA or prosecute Biomet ant
the involved employees and executives. Biomet ooes to cooperate with the SEC and DOJ and exfredtgiscussions with the SEC and
DOJ will continue.
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In June 2013, Biomet received a subpoena from tBe Attorney’s Office for the District of New Jeyseequesting various documents
relating to the fitting of custom-fabricated or tara-fitted orthoses, or bracing, to patients in Nl#ksey, Texas and Washington. Biomet has
produced responsive documents and is fully coojperatith the request of the U.S. Attorney’s Offit#e may need to devote significant time
and resources to this inquiry and can give no ase@s as to its final outcome.

In July 2011, Biomet received an administrativepména from OFAC, requesting documents concerniag@xiport of products to Iran.
OFAC informed Biomet that the subpoena relatedlégations that Biomet may have been involved iauthorized sales of dental products to
Iran. Biomet is fully cooperating in the investigett and submitted its response to the subpoenaiob®r 2011. We may need to devote
significant time and resources to this inquiry aad give no assurances as to its final outcome.

In February 2010, Biomet received a subpoena fleIG-HHS requesting various documents relatinggi@ements or arrangements
between physicians and Biomet’s Interpore Crossididry for the period from 1999 through the datéhe subpoena and the marketing and
sales activities associated with Interpore Crogsiad products. We may need to devote significenétand resources to this inquiry and can
give no assurances as to its final outcome.

As a result of the merger, all obligations andiliies of Biomet related to the above matters hbgen assumed by us as the combined
company. From time to time, we are, and may costiabe, the subject of additional investigatidfisas a result of the investigations
described above or any additional investigatioresave found to have violated one or more applickts, our business, financial condition,
results of operations and cash flows could be raligadversely affected. If some of our existingsmess practices are challenged as unla
we may have to modify those practices, which cialde a material adverse effect on our businesandial condition, results of operations i
cash flows.

We are subject to various governmental regulatiae$ating to the manufacturing, labeling and marketg of our products, non-
compliance with which could adversely affect ourdiness, financial condition and results of operatis.

The medical devices we design, develop, manufactudemarket are subject to rigorous regulationhgyRDA and numerous other
federal, state and foreign governmental authorifiée process of obtaining regulatory approvaisméoket a medical device can be costly and
time consuming and approvals might not be grartediture products on a timely basis, if at alll&es in receipt of, or failure to obtain,
approvals for future products could result in dethyealization of product revenues or in substhatditional costs.

Both before and after a product is commerciallgasked, we have ongoing responsibilities under F&ylations. Compliance with the
FDA's requirements, including the Quality Systergutation, recordkeeping regulations, labeling arahptional requirements and adverse
event reporting regulations, is subject to contimegiew and is monitored rigorously through pefrtitispections by the FDA, which may
result in observations on Form 483, and in somesasrning letters, that require corrective actargther forms of enforcement. If the FDA
were to conclude that we are not in compliance wajtplicable laws or regulations, or that any of madical devices are ineffective or pose an
unreasonable health risk, the FDA could ban suadticabdevices, detain or seize adulterated or raigled medical devices, order a recall,
repair, replacement, or refund of payment of sumhats, refuse to grant pending premarket appramglications, refuse to provide certificates
to foreign governments for exports, and/or requséeo notify healthcare professionals and otheasttie devices present unreasonable risks o
substantial harm to the public health. The FDA raksp impose operating restrictions on a companyewiasis, enjoin and restrain certain
violations of applicable law pertaining to medidalvices and assess civil or criminal penaltiesrejaiur officers, employees or us. The FDA
may also recommend prosecution to the DOJ. Any@éuwegulatory action, depending on its magnitauey restrict us from effectively
marketing and selling our products and could haneterial adverse effect on our business, finarmzabition and results of operations.
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In 2012, we received a warning letter from the F&thg concerns relating to certain manufacturing &alidation processes pertaining
to Trilogy Acetabular System products manufactured at our &dieerto Rico manufacturing facility. In June 20B®met received a warning
letter from the FDA that requested additional infation to allow the FDA to evaluate the adequacBiofnet’s responses to certain Form 483
observations issued following an inspection of Béd's1Zhejiang, China manufacturing facility in Jamp2015. As of June 30, 2015, these
warning letters remained pending. Until the viaas are corrected, we may become subject to additregulatory action by the FDA, the
FDA may refuse to grant premarket approval appboatand/or the FDA may refuse to grant exportifieates, any of which could have a
material adverse effect on our business, finargabition and results of operations. Additionabimhation regarding these and other FDA
regulatory matters can be found in Note 16 to titerim condensed consolidated financial stateniantsded in Part |, Item 1 of this report.

Our products and operations are also often sutiabie rules of industrial standards bodies, ssctha International Standards
Organization. If we fail to adequately address ahthese regulations, our business could be harmed.

Our success depends on our ability to effectivedywelop and market our products against those of sompetitors.

We operate in a highly competitive environment. @ruasent or future products could be rendered ebesolr uneconomical by
technological advances by one or more of our ptesefuture competitors or by other therapies,tidahg biological therapies. To remain
competitive, we must continue to develop and aequéw products and technologies. Competition imgrily on the basis of:

» technology;

e innovation;

o quality;

e reputation; an

e customer service

In markets outside of the U.S., other factors imfloe competition as well, including:
» local distribution system:
» complex regulatory environments; a

» differing medical philosophies and product prefess

Our competitors may:
* have greater financial, marketing and other resssitican us
« respond more quickly to new or emerging technols
e undertake more extensive marketing campai
« adopt more aggressive pricing policies

* be more successful in attracting potential custspmmnployees and strategic partn

Any of these factors, alone or in combination, dozduse us to have difficulty maintaining or incieg sales of our products.
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If we fail to retain the independent agents and glisutors upon whom we rely heavily to market ourguucts, customers may not buy
our products and our revenue and profitability malecline.

Our marketing success in the U.S. and abroad depsgdificantly upon our agents’ and distributcales and service expertise in the
marketplace. Many of these agents have developg#dgsional relationships with existing and potdrtistomers because of the agents’
detailed knowledge of products and instrumentstheuy the legacy independent agents and distributbus or Biomet may decide not to
renew or may decide to seek to terminate, chand®arenegotiate their relationships with us an@immet as a result of the merger. A loss o
a significant number of the combined company’s &gyeauld have a material adverse effect on oumssiand results of operations.

If we do not introduce new products in a timely maer, our products may become obsolete over timstamers may not buy our
products and our revenue and profitability may did.

Demand for our products may change, in certaing;asavays we may not anticipate because of:
» evolving customer need
» changing demographic
e slowing industry growth rate
» declines in the reconstructive implant marl
» the introduction of new products and technoloc
» evolving surgical philosophies; al

e evolving industry standard

Without the timely introduction of new products amthancements, our products may become obsoleteimee If that happens, our
revenue and operating results would suffer. Theesgof our new product offerings will depend ovesal factors, including our ability to:

« properly identify and anticipate customer net

e commercialize new products in a timely mant

* manufacture and deliver instruments and producssifficient volumes on time
» differentiate our offerings from competit’ offerings;

» achieve positive clinical outcomes for new produ

» satisfy the increased demands by healthcarerpaproviders and patients for shorter hospitastfaster post-operative recovery
and lowe-cost procedure:

e innovate and develop new materials, product desiagdssurgical techniques; a

» provide adequate medical education relating to pexducts.

In addition, new materials, product designs angdisat techniques that we develop may not be acdapiekly, in some or all markets,
because of, among other factors:

» entrenched patterns of clinical practi
» the need for regulatory clearance; i

* uncertainty with respect to th-party reimbursemen
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Moreover, innovations generally require a subsshitivestment in research and development beforeamedetermine their commercial
viability and we may not have the financial res@sraecessary to fund the production. In additivenef we are able to successfully develop
enhancements or new generations of our produ@seténhancements or new generations of productfhatgyoduce revenue in excess of the
costs of development and they may be quickly resdiebsolete by changing customer preferences dntifeeluction by our competitors of
products embodying new technologies or features.

If third-party payors decline to reimburse our cushers for our products or reduce reimbursement llsy¢he demand for our products
may decline and our ability to sell our productsgditably may be harmed.

We sell our products and services to hospitalstaiscdentists and other healthcare providergfailhich receive reimbursement for the
healthcare services provided to their patients ftloind-party payors, such as domestic and internationagonent programs, private insura
plans and managed care programs. These plairy- payors may deny reimbursement if they deteentiiat a device used in a procedure wa
in accordance with cost-effective treatment methadsletermined by the third-party payor, or waslufer an unapproved indication. Third-
party payors may also decline to reimburse for erpental procedures and devices.

In addition, third-party payors are increasinghgeatpting to contain healthcare costs by limitinghbooverage and the level of
reimbursement for medical products and servicebind-party payors reduce reimbursement levelsogpitals and other healthcare providers
for our products, demand for our products may declor we may experience increased pressure taedte prices of our products, which
could have a material adverse effect on our saldsesults of operations.

We have also experienced downward pressure on grrpdaing and other effects of healthcare refonnour international markets. If ki
participants in government healthcare systems eethesreimbursement levels for our products, ol@ssand results of operations may be
adversely affected.

The U.S. healthcare reform law includes provisiotiet may materially adversely affect our businessdaresults of operations.

The Patient Protection and Affordable Care Act@f@, as amended by the Health Care and Educatimnd&bility Reconciliation Act ¢
2010 (collectively, the Affordable Care Act), wagreed into law in March 2010 and mandates heakhrigince coverage and other healthcare
reforms with staggered effective dates from 2012ab8. As part of the Affordable Care Act, in Jayu2013 we began paying a 2.3 percent
medical device excise tax on the vast majorityofld.S sales. We continue to identify ways to redsjgending in other areas to offset the
earnings impact due to the tax. We have not belntalpass along the cost of the tax to hospivaisch continue to face cuts to their Medicare
reimbursement under the Affordable Care Act an@mokégislation. Nor have we been able to offsetctbt of the tax through higher sales
volumes resulting from the expansion of health iaege coverage because of the demographics ohtheured population. The medical
device excise tax regulations and subsequent geeédimom the U.S. Department of Treasury have restdred the burden of complying with
the excise tax statute. In addition, without th@liementation of proper safeguards, the AffordatdeeC\ct’'s Medicare payment reforms, such
as accountable care organizations and bundled pagnmuld provide additional incentives for heedtte providers to reduce spending on
some of our medical device products and reducizatiibn of hospital procedures that use our praglustcordingly, while it is still too early to
fully understand and predict the full impact of thifordable Care Act on our business, ongoing impatation could have a material adverse
effect on our results of operations and cash flows.

54



Table of Contents

The ongoing cost-containment efforts of healthcaparchasing organizations may have a material adweeffect on our results of
operations.

Many customers for our products have formed grauphmsing organizations in an effort to contain&oSroup purchasing
organizations negotiate pricing arrangements wigldical supply manufacturers and distributors, &ede negotiated prices are made availab
to a group purchasing organization’s affiliatedpitdds and other members. If we are not one optisgiders selected by a group purchasing
organization, affiliated hospitals and other memsbeay be less likely to purchase our products, ifitite group purchasing organization has
negotiated a strict compliance contract for anothanufacturer’s products, we may be precluded fireaking sales to members of the group
purchasing organization for the duration of thetcatual arrangement. Our failure to respond tocthst-containment efforts of group
purchasing organizations may cause us to lose msinkee to our competitors and could have a mataliserse effect on our sales and results
of operations.

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

We sell our products in more than 100 countriesdaridzed almost 50 percent of our net sales in Z8d# outside the U.S. We intend to
continue to pursue growth opportunities in salésrivationally, including in emerging markets, whaduld expose us to additional risks
associated with international sales and operatiOns.international operations are, and will conéita be, subject to a number of risks and
potential costs, including:

» changes in foreign medical reimbursement policres@ograms

» unexpected changes in foreign regulatory requirésy

» differing local product preferences and productiregments

» fluctuations in foreign currency exchange ra

» diminished protection of intellectual property imnse countries outside of the U.

» trade protection measures and import or exgaairements that may prevent us from shipping ypetito a particular market and
may increase our operating co

« foreign exchange controls that might prevent usifrepatriating cash earned in countries outsidédJti$e;
e complex data privacy requirements and labor ratatiaws;

» extraterritorial effects of U.S. laws such as tiGPA,;

» effects of foreign ar-corruption laws, such as the UK Bribery A

« difficulty in staffing and managing foreign opemts;

» labor force instability

» potentially negative consequences from changesxifatvs; anc

» political and economic instabilit

Violations of foreign laws or regulations could utsn fines, criminal sanctions against us, odicefs or our employees, prohibitions on
the conduct of our business and damage to ouratpnt

We may have additional tax liabilities.

We are subject to income taxes in the U.S. and rfaneygn jurisdictions. Significant judgment is tépd in determining our worldwide
provision for income taxes. In the ordinary cour§eur business, there are many
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transactions and calculations where the ultimatelédermination is uncertain. We regularly are uradelit by tax authorities. Although we
believe our tax estimates are reasonable, thedigtairmination of tax audits and any related lttmyacould be materially different from our
historical income tax provisions and accruals. fd=ilts of an audit or litigation could have a miatesffect on our financial statements in the
period or periods for which that determination iadwe.

We earn a significant amount of our operating inedrom outside the U.S., and any repatriation afiirepresenting earnings of foreign
subsidiaries may significantly impact our effecttes rates. In addition, there have been propdsathange U.S. tax laws that would
significantly impact how U.S. multinational corptioms are taxed on foreign earnings. Although wenca predict whether or in what form tl
proposed legislation will pass, if enacted it coliétve a material adverse impact on our tax expandeash flow.

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

A substantial portion of our foreign revenues ingrated in Europe and Japan. The U.S. Dollar vaflweir foreign-generated revenues
varies with currency exchange rate fluctuationgniicant increases in the value of the U.S. Daldative to the Euro or the Japanese Yen, a
well as other currencies, could have a materiabesbreffect on our results of operations. Althowghaddress currency risk management
through regular operating and financing activitesg, on a limited basis, through the use of déxigdinancial instruments, those actions may
not prove to be fully effective.

Pending and future product liability claims and Igation could adversely impact our financial con@n and results of operations and
impair our reputation.

Our business exposes us to potential product iliaitks that are inherent in the design, manuwiiecnd marketing of medical devices.
In the ordinary course of business, we are theestilojf product liability lawsuits alleging that cponent failures, manufacturing flaws, design
defects or inadequate disclosure of product-relag@ or product-related information resulted inusnsafe condition or injury to patients. As
discussed further in Note 16 to the interim conddnonsolidated financial statements included i IP&em 1 of this report, we are defend
product liability lawsuits relating to tHeurom Cup, certain products within tidexGerknee System, and the M2a-Magnum hip system. The
majority of theDuromCup cases are pending in a federal MDL in the Ristf New Jersey [h Re: Zimmer Durom Hip Cup Products Liabi
Litigation ); the majority of théNexGerKnee System cases are pending in a federal MDhdrNorthern District of Illinois (n Re: Zimmer
NexGen Knee Implant Products Liability Litigati); and the majority of the M2a-Magnum hip systersasaare pending in a federal MDL in
the Northern District of Indian@in Re: Biomet M2a Magnum Hip Implant Products liligpLitigation) . We are also currently defending a
number of other product liability lawsuits and ofai related to various other products. Any prodiatiility claim brought against us, with or
without merit, can be costly to defend. Produdiility lawsuits and claims, safety alerts or prodrecalls, regardless of their ultimate outcome
could have a material adverse effect on our busiaed reputation and on our ability to attract egtein customers.

Although we maintain third-party product liabililysurance coverage, we have substantial self-ids@tention amounts that we must
pay in full before obtaining any insurance procetedsatisfy a judgment or settlement. Furthermeven if any product liability loss is covered
by our insurance, it is possible that claims agaisamay exceed the coverage limits of our inswegmaticies and we would have to pay the
amount of any settlement or judgment that is ireegaf our policy limits. Product liability clainis excess of applicable insurance could have
a material adverse effect on our business, finhooiadition and results of operations.
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We are substantially dependent on patent and otpegprietary rights, and failing to protect such rigs or to be successful in litigation
related to our rights or the rights of others magsult in our payment of significant monetary damagyand/or royalty payments, negatively
impact our ability to sell current or future produs, or prohibit us from enforcing our patent andlwér proprietary rights against others.

Claims of intellectual property infringement antigiation regarding patent and other intellectualgerty rights are commonplace in our
industry and are frequently time consuming andlgost any given time, we may be involved as eithkintiff or defendant in a number of
patent infringement actions, the outcomes of whigty not be known for prolonged periods of time. Witiis not possible to predict the
outcome of patent and other intellectual propetigdtion, such litigation could result in our pagnt of significant monetary damages and/or
royalty payments, negatively impact our abilitystdl current or future products, or prohibit usnfrenforcing our patent and proprietary rights
against others, which could have a material adwefifeet on our business and results of operations.

Patents and other proprietary rights are essdot@lir business. We rely on a combination of patednhde secrets and non-disclosure an
other agreements to protect our proprietary intaligl property, and we will continue to do so. VEhite intend to defend against any threats tc
our intellectual property, these patents, tradeste@nd other agreements may not adequately paieintellectual property. Further, our
currently pending or future patent applications mayresult in patents being issued to us, paiested to or licensed by us in the past or it
future may be challenged or circumvented by conquatiand such patents may be found invalid, urreafible or insufficiently broad to
protect our technology or to provide us with anynpetitive advantage. Third parties could obtairept that may require us to negotiate
licenses to conduct our business, and the regliceases may not be available on reasonable terrasall.

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

We also attempt to protect our trade secrets, tapy know-how and continuing technological inntiea with security measures,
including the use of non-disclosure and other ageses with our employees, consultants and collabmaWe cannot be certain that these
agreements will not be breached, that we will hedequate remedies for any breach, that othersaitilindependently develop substantially
equivalent proprietary information, or that thirarpes will not otherwise gain access to our treglerets or proprietary knowledge.

We are involved in legal proceedings that may resnladverse outcomes.

In addition to intellectual property and produetiility claims and lawsuits, we are involved inigais commercial litigation and claims
and other legal proceedings that arise from timtine in the ordinary course of our business. Alidfio we believe we have substantial defe
in these matters, litigation and other claims agexct to inherent uncertainties and managemereis of these matters may change in the
future. Given the uncertain nature of legal progegsigenerally, we are not able in all cases tonasé the amount or range of loss that could
result from an unfavorable outcome. We could infthare incur judgments or enter into settlemeritsl@ims that could have a material
adverse effect on our results of operations ingaricular period.

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

We are increasingly dependent on sophisticatedrdton technology for our products and infrastuuet As a result of technology
initiatives, recently enacted regulations, charigesir system platforms and integration of new bess acquisitions, including the Biomet
merger, we have been consolidating and
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integrating the number of systems we operate and bhpgraded and expanded our information systepebilities. Our information systems
require an ongoing commitment of significant resesrto maintain, protect, and enhance existingsysand develop new systems to keep
pace with continuing changes in information tecbggl evolving systems and regulatory standardstlamihcreasing need to protect patient
and customer information. In addition, third pastieay attempt to gain unauthorized access to aatugsts or systems and may obtain data
relating to patients or our proprietary informatidinwe fail to maintain or protect our informati@ystems and data integrity effectively, we
could:

» lose existing customer

» have difficulty attracting new custome

* have problems in determining product cost estimaitgsestablishing appropriate prici

* have difficulty preventing, detecting, and contiral fraud;

» have disputes with customers, physicians, and dibalthcare professiona

» have regulatory sanctions or penalties impo

» incur increased operating expens

» incur expenses or lose revenues as a result dhgpdaacy breach; ¢

» suffer other adverse consequeni

While we have invested heavily in the protectiomof data and information technology, there candassurance that our activities

related to consolidating the number of systems perate, upgrading and expanding our informationesys capabilities, protecting and

enhancing our systems and implementing new systélinse successful or that systems issues willarége in the future. Any significant
breakdown, intrusion, interruption, corruption @struction of these systems could have a matetiadrae effect on our business.

Future material impairments in the carrying valuef@ur intangible assets, including goodwill, wouliegatively affect our operating
results.

Our assets include intangible assets, primarilydgalh At June 30, 2015, we had $7.7 billion in givall. The goodwill results from our
acquisition activity, including the Biomet mergand represents the excess of the consideratiosféraad over the fair value of the net assets
acquired. We assess at least annually whetherswehanges in circumstances indicate that thigingrvalue of our intangible assets may
be recoverable. If the operating performance atasrmaore of our business units falls significariglow current levels, if competing or
alternative technologies emerge, or if market ctoowts or future cash flow estimates for one or mafreur businesses decline, we could be
required, under current U.S. accounting rulesetmrd a non-cash charge to operating earningséoaimount of the impairment. Any write-off
of a material portion of our unamortized intangibfsets would negatively affect our results of afiens.

We depend on a limited number of suppliers for sok&y raw materials and outsourced activities.

We use a number of suppliers for raw materialsweaheed to manufacture our products and to outsmome key manufacturing
activities. These suppliers must provide the makeand perform the activities to our standardsifoto meet our quality and regulatory
requirements. Some key raw materials and outsowrctdties can only be obtained from a single sewr a limited number of sources. A
prolonged disruption or other inability to obtalrese materials or outsource key manufacturing iiewcould materially and adversely affect
our ability to satisfy demand for our products.
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The “conflict minerals” rule may adversely affeche sourcing, availability and pricing of materialssed in the manufacture of our
products, may increase our costs, cause our prdfility to decline and harm our reputatior

We are subject to the SEC'’s rule regarding discksiithe use of certain minerals, known as “cahfiiinerals” (tantalum, tin and
tungsten (or their ores) and gold), which are mifmech the Democratic Republic of the Congo and imiljgg countries. We filed reports on
Form SD with the SEC regarding such matters in 20del and 2015 and are required to file on an drivasas going forward. This rule could
adversely affect the sourcing, availability anctiony of materials used in the manufacture of ooedpcts, which could adversely affect our
manufacturing operations and our profitability alidition, we are incurring additional costs to ctmpith this rule, including costs related to
determining the source of any relevant mineralsrarthls used in our products. We have a compleglguhain and we may not be able to
sufficiently verify the origins of the minerals antktals used in our products through the due ditiggorocedures that we implement. As a
result, we may face reputational challenges withaustomers and other stakeholders.

Item 2.  Unregistered Sales of Equity Securities andse of Proceeds
None

Item 3.  Defaults Upon Senior Securitie:
None

ltem 4.  Mine Safety Disclosures

Not applicable

Iltem 5. Other Information

During the three month period ended June 30, 2B&5Audit Committee of our Board of Directors wa asked to, and did not, approve
the engagement of PricewaterhouseCoopers LLP ndependent registered public accounting firm, tdgoe any non-audit services. This
disclosure is made pursuant to Section 10A(i)(Z2hefExchange Act, as added by Section 202 of #énkead®es-Oxley Act of 2002.
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Iltem 6.

Exhibits

The following exhibits are filed or furnished agtpaf this report:

3.1

3.2

3.3

4.1
10.1*

10.2*

10.3

311

31.2

32
101.INS
101.SCH
101.CAL
101.LAB
101.PRE
101.DEF

Certificate of Amendment of Restated Certificaténmiorporation of Zimmer Holdings, Inc., dated J@de 2015 (incorporate
by reference to Exhibit 3.1 to the Regist’s Current Report on Forn-K filed on June 26, 201!

Restated Certificate of Incorporation of Zimmer Biet Holdings, Inc., dated June 24, 2015 (incorgatdly reference to
Exhibit 3.2 to the Registra’'s Current Report on Forn-K filed on June 26, 201¢

Restated By-Laws of Zimmer Biomet Holdings, Indfeetive June 24, 2015 (incorporated by referencExhibit 3.3 to the
Registrar’'s Current Report on Forn-K filed on June 26, 201!

Specimen Common Stock Certifice

Form of Change in Control Severance Agreement @éhiel P. Florin, Tony W. Collins, Adam R. Johns8ityart G.
Kleopfer, David A. Nolan, Jr. and Daniel E. Willigon

Form of Confidentiality, Non-Competition and Non#itation Agreement (incorporated by referenc&idibit 10.3 to the
Registrar’'s Current Report on Forn-K filed on June 26, 201!

Deferred Prosecution Agreement, dated March 262 20dtween Biomet, Inc. and the United States Depart of Justice,
Criminal Division, Fraud Sectio

Certification pursuant to Rule 13a-14(a)/15d-14fahe Securities Exchange Act of 1934 of the Chie¢cutive Officer, as
adopted pursuant to Section 302 of the Sarl-Oxley Act of 200z

Certification pursuant to Rule 13a-14(a)/15d-14fahe Securities Exchange Act of 1934 of the CRiefincial Officer, as
adopted pursuant to Section 302 of the Sarl-Oxley Act of 200z

Certifications pursuant to 18 U.S.C. Section 13s0adopted pursuant to Section 906 of the Sar-Oxley Act of 200z
XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docutr

XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

XBRL Taxonomy Extension Definition Linkbase Docurh

*  Management contract or compensatory plan or arraagt
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned thereunto duly authorized.

ZIMMER BIOMET HOLDINGS, INC.
(Registrant

Date: August 10, 2015 By: /s/ Daniel P. Florin

Daniel P. Florir
Senior Vice President and
Chief Financial Officel

Date: August 10, 2015 By: /s/ Tony W. Collins

Tony W. Collins
Vice President, Finance, Corporate
Controller and Chief Accounting Offic:
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L ZIMMER BIOMET R
Holdings, Inc.

COMMON STOCK IMCORPORATED UNDER THE LAWS OF THE STATE OF DELAWARE BEE REVERSE FOR CERTAIN DEFIHITIONS
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. (hereinafier called the Corporation®) transferable on tfie fooks of said Corporation fy the fiolder
frereaf in person ov fy dily anthorized attorney upon surmonder of this Certificate properly endersed. This Certificate and the sfares
represented lerefy are psued and ol e el subject to all of the provisions of the Centificate of Incorponation of the Coporation, to ail of
weiltich the falder by acceptance fereof assents, This Certificate i mot valid until countersigned by e Transfer Agent and registered fy the
Hegistrar,

Wit mess pife sl I?JI" sarie Coveporrartao avad the sigreartures of its rl"u.l"} anthorized officers,

Dated
s/ David C. Dvorak sf Chad F. Phipps
FRESEENT Ak [c “ Sul] BEMIOHR VICE PREBIDEMT,
CHEF EXCCUTVE DFFICER CHNERRL, COUNSHL ANO SECTETARY

COUNTE REIGRE D AND IREGISTERED
AMERICAN STOCK TRANSFER & TRUST COMPANY, LLC
| Bradkiyn, MY
TRANSFER AGENT AMND REGIETRAR

ALTHORIZED SEGNATURE




Zimmer Biomet Holdings, Inc.

ZIMMER BIOMET HOLDINGS, INC. WILL FURNISH WITHOUT CHARGE TO EACH STOCKHOLDER WHO S0 REQUESTS
A STATEMENT OF THE DESIGNATIONS AND THE POWERS, PREFERENCES AND RIGHTS, AND THE QUALIFICATIONS,
LIMITATIONS OR RESTRICTIONS THEREQF, OF EACH CLASS OF STOCK OR SERIES THEREQF SET FORTH IN THE
CERTIFICATE OF INCORPORATION, WHICH THE CORPORATION 15 AUTHORIZED TO 1S5UE

The follewing abbreviations, when used in the inscription on the face of this cerificale, shall ba construed as though they werne witien out in
full sccarding to applicable laws or regulations:

TEN COM = a5 tenans in commen UMIF GIFT MIN ACT — Custodian
TEN ENT — @5 ienanis by the entireties (Cust) (Minar)
JTTEM ~ &5 joint tenants with right of undar Uiniform Gifts to Minors Act
survivorship and noft as lenanis
in ecamman (Siate)

Additional abbreviations may also be usead though not in the above list,

For Value Recerved, fereby sell, assign and transfer unto
PLEASE PRINT OR TYPE MAME AND ADDRESS OF ASSIGHNEE PLEASE INSERT TAXPAYER
Name IDENTIFYING MUMBER OF ASSIGNEE
Straal
SHARES

City, Stale and Zip Code

PLEASE PRINT OR TYPE NAME AND ADDRESS OF ASSIGNEE PLEASE INSERT TAXPAYER
Narme: IDENTIFYING NUMBER OF ASSIGNEE
Straat

SHARES
City. Stalm and Zip Code
PLEASE PRINT OR TYPE NAME AND ADDRESS OF ASSIGNEE PLEASE INSERT TAXPAYER
Nama IDEMTIFYING NUMBER OF ASSIGNEE
Streal

SHARES

City, Stale and Zip Coda

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,
.
NOTICE THE SGNATURE TO THIS ASSIGNMENT MUST CORRESFOND WITH THE NAME AS WRITTEN UPON THE FACE OF
THE CERTIFICATE N EVERY PARTICULAR, WITHOUT ALTERNATION Of ENLARGEMENT O ANY CHANGE WHATEVER
SIGNATURE(S) GUARANTEED:
By

THE SIGHATURE(S) MUST BE GUARANTEED BY AN ELIGIBLE GUARANTOR
INSTITUTION (BANKS, STOCKBROKERS, SAVINGS AND LOAN ASSOCIATIONS
AND CREDIT UNIONS WATH MERMBERSHIP I AN APPROVED SIGHATURE
GUARANTEE MEDALLIDN PROGRAM), PURSUANT TOHSE.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 HOLXS, INC., a
Delaware corporation (the “Company”), and (the “Executive”). The capitalized words and tennsed throughout this
Agreement are defined in Article XIII.

Recitals

A. The Company considers it essential to the lestésts of its stockholders to foster the contisuemployment of key
management personnel.

B. The Board recognizes that, as is the case wattynpublicly held corporations, the possibilityao€hange in Control exists and
that such a possibility, and the uncertainty angistjons that it may raise among management, maijt ieghe departure or distraction of
management personnel to the detriment of the Coynaad its stockholders.

C. The Board has determined that appropriate stemsld be taken to reinforce and encourage themad attention and
dedication of members of the Company’s managenmaitiding the Executive, to their assigned dutié@heut distraction in the face of
potentially disturbing circumstances arising frdre possibility of a Change in Control.

D. The parties intend that no amount or benefit gl payable under this Agreement unless a teriomaff the Executive’s
employment with the Company occurs following a Gfeam Control, or is deemed to have occurred falhgwa Change in Control, as provic
in this Agreement



Agreement

In consideration of the premises and the mutua¢oants and agreements set forth below, the Conguashyhe Executive agree as
follows:

ARTICLE |
Term of Agreement

This Agreement will commence on the date statedalmd will continue in effect through December 3115. Beginning on
January 1, 2016, and each subsequent Januaryterthef this Agreement will automatically be exded for one additional year, unless eithe
party gives the other party written notice notxtead this Agreement at least 30 days before thension would otherwise become effective
unless a Change in Control occurs. If a Changeomti©l occurs during the term of this Agreemenis #hgreement will continue in effect for a
period of 24 months from the end of the month inclvlihe Change in Control occurs. Notwithstandimg fioregoing provisions of this Article,
this Agreement will terminate on the Executive’'diRenent Date.

ARTICLE I
Compensation other than Severance Payments

SECTION 2.01. Disability BenefitsFollowing a Change in Control and during the tefrthis Agreement, during any period that
the Executive fails to perform the Executive’s fiithe duties with the Company as a result of Dikighihe Executive will receive short-term
and long-term disability benefits as provided urslesrt-term and longerm disability plans having terms no less favoeahhn the terms of ti
Company’s short-term and long-term disability plassn effect immediately prior to the Change imtal, together with all other
compensation and benefits payable to the Execptiveuant to the terms of any compensation or bigplefi, program, or arrangement
maintained by the Company during the period of Digs.




SECTION 2.02. Compensation Previously EarndBdhe Executive’'s employment is terminated fay aeason following a Change
in Control and during the term of this Agreemehg €Company will pay the Executive’s salary accriliedugh the Date of Termination, at the
rate in effect at the time the Notice of Terminatis given, together with all other compensatiod banefits payable to the Executive through
the Date of Termination under the terms of any cemsgtion or benefit plan, program, or arrangemezibhtained by the Company during that
period.

SECTION 2.03. Normal PoStermination Compensation and Benefitsxcept as provided in Section 3.01, if the Exivels
employment is terminated for any reason followinghange in Control and during the term of this Agnent, the Company will pay the
Executive the normal post-termination compensadioth benefits payable to the Executive under thmagaf the Company’s retirement,
insurance, and other compensation or benefit pfanegirams, and arrangements, as in effect immegipt®r to the Change in Control. This
provision does not restrict the Company’s righatoend, modify, or terminate any plan, program,roaregement prior to a Change in Control.

SECTION 2.04. No DuplicationNotwithstanding any other provision of this Agment to the contrary, the Executive will not be
entitled to duplicate benefits or compensation uritis Agreement and the terms of any other plaogiam, or arrangement maintained by the
Company or any affiliate.



ARTICLE 1l

Severance Payments

SECTION 3.01. Payment Triggers

(a) In lieu of any other severance compensatidmeoefits to which the Executive may otherwise hiitled under any plan,
program, policy, or arrangement of the Company (ahith the Executive hereby expressly waives)Qbempany will pay the Executive the
Severance Payments described in Section 3.02 epariniation of the Executive’s employment followiagchange in Control and during the
term of this Agreement, in addition to the paymemtd benefits described in Article I, unless thertination is (1) by the Company for Cause,
(2) by reason of the Executive’s death, or (3)H®y Executive without Good Reason.

(b) For purposes of this Section 3.01, the Exeetgiemployment will be deemed to have been termth&dllowing a Change in
Control by the Company without Cause or by the Etge with Good Reason if (1) the Executive’s enyph@nt is terminated without Cause
prior to a Change in Control at the direction ¢fexson who has entered into an agreement with éhg@ny, the consummation of which will
constitute a Change in Control; or (2) the Exe@iterminates his employment with Good Reason poiar Change in Control (determined by
treating a Potential Change in Control as a Cham@ontrol in applying the definition of Good Rea3aif the circumstance or event that
constitutes Good Reason occurs at the directicucti a Person.

(c) The Severance Payments described in this Artithre subject to the conditions stated in Aetizl.
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SECTION 3.02._Severance Paymentde following are the Severance Payments refexkirc Section 3.01:

(a) Lump Sum Severance Paymeht lieu of any further salary payments to the &xave for periods after the Date of Terminati
and in lieu of any severance benefits otherwisabpkgyto the Executive, the Company will pay to Executive, in accordance with
Section 3.04, a lump sum severance payment, in egsial to two (or, if less, the number of yeams|uding fractions, from the Date of
Termination until the Executive reaches his RetgatrDate), times the sum of (1) the higher of tRedgtive’s annual base salary in effect
immediately prior to the event or circumstance upiich the Notice of Termination is based or ireeffimmediately prior to the Change in
Control, and (2) if Severance Payments are trighareler Section 3.01(a), the amount of the Exeelstitarget annual bonus entitlement unde
the Incentive Plan (or any other bonus plan ofGbenpany then in effect) as in effect immediatelpipto the event or circumstance giving rise
to the Notice of Termination, or, if Severance Pawts are triggered under Section 3.01(b), the atmfuhe largest aggregate annual bonus
paid to the Executive with respect to the threey@amediately prior to the year in which the Netimf Termination was given. If the Board
determines that it is not workable to determineaim®unt that the Executive’s target bonus wouldeHaeen for the year in which the Notice of
Termination was given, then, for purposes of tkisagraph (a), the Executiwgtarget annual bonus entitlement will be the arhotithe larges
aggregate annual bonus paid to the Executive wipeact to the three years immediately prior toyhee in which the Notice of Termination
was given.

(b) Incentive CompensatiarNotwithstanding any provision of the Incentiva®br any other compensation or incentive plans of
the Company, the Company will pay to the Executingccordance with Section 3.04, a lump sum amanmash, equal to the sum of (1) any
incentive compensation that has been allocategvarded to the Executive for a
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completed calendar year or other measuring pefiecgling the Date of Termination (to the extentpaytable pursuant to Section 2.02)
provided that, if Severance Payments are triggenetr Section 3.01(b), the performance conditigmmieable to such incentive compensation
are met, and (2) if Severance Payments are triggerder Section 3.01(a), a pro rata portion (baseelapsed time) to the Date of Terminal

of the aggregate value of all contingent incentiwmpensation awards to the Executive for the ctigalendar year or other measuring period
under the Incentive Plan, the Award Plan, or ammgotompensation or incentive plans of the Compealgulated as to each such plan using
the Executive’s annual target percentage undemplhatfor that year or other measuring period ad all conditions for receiving that target
award had been met, or, if Severance Paymentsiggered under Section 3.01(b), then with respeetaich such plan, an amount equal to the
average annual award paid to the Executive unddr glan during the three years immediately priah®year in which the Notice of
Termination was given multiplied by a fraction, themerator of which is the number of whole montlagpged since the beginning of the
calendar year or other measuring period to the Biafermination and the denominator of which is(@2the number of whole months in the
measuring period).

(c) Options and Restricted Sharell outstanding Options will become immediatelysted and exercisable (to the extent not yet
vested and exercisable as of the Date of Termimatio the extent not otherwise provided undenthiten agreement evidencing the grant of
any restricted Shares to the Executive, all outBtenShares that have been granted to the Execsubject to restrictions that, as of the Dat
Termination, have not yet lapsed will lapse autécadlyy upon the Date of Termination, and the Exaeuwill own those Shares free and clear
of all such restrictions. Notwithstanding the favety, options and restricted Shares remain subgeaty forfeiture or clawback claims under
the applicable option plan or award agreement.




(d) Welfare Benefits Except as otherwise provided in this Section @)Zor a 24-month period after the Date of Teration, the
Company will arrange to provide the Executive Wifih insurance coverage substantially similar tattivhich the Executive is receiving from
the Company immediately prior to the Notice of Taration (without giving effect to any reductiontimt coverage subsequent to a Change il
Control). Life insurance coverage otherwise redglizdy the Executive pursuant to this Section 2PR(ll be reduced to the extent
comparable coverage is actually received by or naaddable to the Executive without greater codExecutive than as provided by the
Company during the 24-month period following theeEntive’s termination of employment (and the Exaeutvill report to the Company any
such coverage actually received by or made avaitabthe Executive).

If, as of the Date of Termination, the Company oeably determines that the continued life insurazcweerage required by this
Section 3.02(d) is not available from the Compargroup insurance carrier, cannot be procured &pather carrier, and cannot be provide:
a self-insured basis without adverse tax conseasetacthe Executive or his death beneficiary, tivetieu of continued life insurance
coverage, the Company will pay the Executive, icoagance with Section 3.04, a lump sum paymertdagh, equal to 24 times the full
monthly premium payable to the Company’s grouptiasce carrier for comparable coverage for an ekezemployee under the Company’s
group life insurance plan then in effect.



The Company will offer the Executive and any eligitamily members the opportunity to elect to con& medical and dental
coverage pursuant to COBRA. The Executive will égponsible for paying the required monthly premfonthat coverage, but the Company
will pay the Executive, in accordance with Sectbd4, a lump sum cash stipend equal to 24 timemthrehly COBRA premium then charged
to qualified beneficiaries for the same level ddltle and dental coverage the Executive had in eifi@mediately prior to his termination, and
the Executive may, but is not required to, choosese the stipend for the payment of COBRA premifonsiny COBRA coverage that the
Executive or eligible family members may elect. Tmmpany will pay the stipend to the Executive viketor not the Executive or any eligi
family member elects COBRA coverage, whether orthetExecutive continues COBRA coverage for theimar period permitted by law,
and whether or not the Executive receives medicdkatal coverage from another employer while thedgtive is receiving COBRA
continuation coverage. Payment of the stipendmatlin any way extend or modify the Executsebntinuation coverage rights under COB
or any similar continuation coverage law.

(e) Matching and Fixed Contribution$n addition to the vested amounts, if any, tockithe Executive is entitled under the Savi
Plan as of the Date of Termination, the Companypa the Executive, in accordance with Sectior 380lump sum amount equal to the ve
of the unvested portion, if any, of the employetehang and fixed contributions (and attributablengags) credited to the Executive under the
Savings Plan.

(f) Outplacement Serviced-or a period not to exceed six (6) months follayvihe Date of Termination, the Company will pravid
the Executive with reasonable outplacement sendoasistent with past practices of the Companyrpcidhe Change in Control or, if no past
practice has been established prior to the Chan@eitrol, consistent with the prevailing practicehe medical device manufacturing
industry.




SECTION 3.03. Limitation on Severance Payments

(a) Notwithstanding anything to the contrary coméal in this Agreement, in the event that any Sex@rd@ayments paid or payable
to the Executive or for his benefit pursuant totémens of this Agreement or otherwise in connecti@th a Change in Control (“Total
Payments”) would be subject to any Excise Tax, thervalue of the Total Payments will be reduceth&extent necessary so that, within the
meaning of Code Section 280G(b)(2)(A)(ii), the aggate present value of the payments in the nafuwrenopensation to (or for the benefit of)
the Executive that are contingent on a Change imrGb(with a Change in Control for this purposénigedefined in terms of a “change”
described in Code Section 280G(b)(2)(A)(i) or (igp not exceed 2.999 multiplied by the Base Amokiat this purpose, cash Severance
Payments will be reduced first (if necessary, tmyend all other, non-cash Severance Paymenitbavieduced next (if necessary, to zero).
For purposes of the limitation described in thecpding sentence, the following will not be taketoiaccount: (1) any portion of the Total
Payments the receipt or enjoyment of which the Httee effectively waived in writing prior to the Bmof Termination, and (2) any portion of
the Total Payments that, in the opinion of the Astng Firm, does not constitute a “parachute payimaithin the meaning of Code
Section 280G(b)(2).

(b) For purposes of this Section 3.03, the deteation of whether any portion of the Total Paymemtsild be subject to an Excise
Tax will be made by an Accounting Firm selectedhy Company and reasonably acceptable to the Exectbr purposes of that
determination, the value of any non-cash benefitnyr deferred payment or benefit included in th&allBayments will be determined by the
Accounting Firm in accordance with the principlésSection 280G(d)(3) and (4).
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SECTION 3.04,_Time of PaymenExcept as otherwise expressly provided in Se@io&, payments provided for in that Section
will be made as follows:

(a) Subject to Section 3.04(c), if Executive signsl does not rescind the General Release in acw®deth Section 6.03, the
Company will pay to the Executive the amount dudeanrBection 3.02 on the sixtieth (80 business day (or the previous business if th&é 60
day is a holiday or weekend) following the Datélefmination.

(b) At the time that payment is made under Se@i6d(a), the Company will provide the Executivehaatwritten statement setting
forth the manner in which all of the payments t@€&ixtive under this Agreement were calculated aad#sis for the calculations including,
without limitation, any opinions or other adviceet@ompany received from auditors or consultantsefothan legal counsel) with respect to the
calculations (and any such opinions or advice @nain writing will be attached to the statement).

(c) Notwithstanding any of the foregoing, if, astloé date of the Executive’s separation from service Executive is a “specified
employee” under the Section 409A Standards, anyaliq@hyments under this Agreement that constieferred compensation under the
Section 409A Standards shall be suspended untilnélhbe payable on, the date that is six (6) rherdfter the Executive’s separation from
service (or, if earlier, the date the Executivesdiéter separation from service).

SECTION 3.05_ Attorneyg-ees and Expense3o the extent permissible under the Section 488#dards, if the Executive final
prevails with respect to any bona fide, good fdidpute between the Executive and the Company degpthe interpretation, terms, validity or
enforcement of this Agreement (including any dispas to the amount of any payment due under thisefgent), the Company will pay or
reimburse the Executive for all
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reasonable attorneys’ fees and expenses incurrédteldyxecutive in connection with that dispute pard to the terms of this paragraph.
Payment or reimbursement of those fees and experibée made within fifteen (15) business day®afielivery of the Executive’s written
request for payment, accompanied by such evideifees and expenses incurred as the Company rdaganay require, but the Executive
may not submit such a request until the disputebleas finally resolved by a legally binding sett@rhor by an order or judgment that is not
subject to appeal or with respect to which all gpbave been exhausted. Any payment pursuanistpdiagraph will be made no later than
the end of the calendar year following the calen@ar in which the dispute is finally resolved blegally binding settlement or nonappealable
judgment or ordel

In addition, the Company will pay the reasonabtmldees and expenses incurred by the Executigennection with any tax audit
or proceeding to the extent attributable to thdiagpon of Code Section 4999 to any payment orefieprovided under this Agreement and
including, but not limited to, auditorées incurred in connection with the audit or petirg. Payment pursuant to the preceding sentdvadk
be made within fifteen (15) business days aftetlevery of the Executive’s written request foypeent, accompanied by such evidence of
fees and expenses incurred as the Company reaganaplrequire, but in no case later than the entietalendar year following the calendar
year in which the audit is completed or there fimal and nonappealable settlement or other reisoluf the matter
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ARTICLE IV

Termination of Employment

SECTION 4.01. Notice of TerminatiarAfter a Change in Control and during the ternthid Agreement, any purported terminat
of the Executive’s employment (other than by reasfoteath) will be communicated by a written Notafeélermination from one party to the
other party in accordance with Article VIII. The tik of Termination will indicate the specific teimation provision in this Agreement relied
upon and will set forth in reasonable detail th@daand circumstances claimed to provide a basiefmination of the Executive’employmer
under the cited provision.

SECTION 4.02. Date of TerminatiorExcept as otherwise provided in Section 4.01hwéspect to any purported termination of
Executive’s employment after a Change in Contral daring the term of this Agreement, the term “Daft@ ermination”will have the meanir
set forth in this Section. If the Executive’s empttent is terminated for Disability, Date of Termiioa means thirty (30) days after Notice of
Termination is given, provided that the Executioesi not return to the full-time performance of Ehecutive’s duties during that 30-day
period. If the Executive’'s employment is terminatedany other reason, Date of Termination meaagdtte specified in the Notice of
Termination, which, in the case of a terminatiorty Company, cannot be less than 30 days (excepeicase of a termination for Cause)
and, in the case of a termination by the Executisanot be less than 15 days nor more than 60fdaysthe date on which the Notice of
Termination is given.

ARTICLE V
No Mitigation

The Company agrees that, if the Executive’s emphaynby the Company is terminated during the teriisf Agreement, the
Executive is not required to seek other employnoend attempt in any way to reduce any amounts lpiayta the Executive by the Company
pursuant to Article Ill. Further, the amount of grgyment or benefit provided for in Article 11l @r than Section 3.02(d)) will not be reduced
by any compensation earned by the Executive asethdt of employment by another employer, by retieat benefits, by offset against any
amount claimed to be owed by the Executive to thm@any, or otherwise.
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ARTICLE VI

The Executivés Covenants

SECTION 6.01. Noncompetition Agreemenh consideration for this Agreement, the Exeaitivill execute, concurrent with the
execution of this Agreement, a noncompetition ague@ with the Company; provided, however, thahé Executive has an existing
noncompetition agreement with the Company, the Gomprather than entering into a new noncompetiigreement with the Executive, may
instead, as a condition to entering into this ame®, require that the Executive acknowledge afidvahis continuing obligations under such
existing noncompetition agreement and re-affirmagseement to honor the obligations as set forthahdocument.

SECTION 6.02. Potential Change in Contrdhe Executive agrees that, subject to the terrdscanditions of this Agreement, in
the event of a Potential Change in Control durlrgterm of this Agreement, the Executive will remainployed by the Company until the
earliest of (a) a date that is six months followihg date of the Potential Change of Control, lfle)date of a Change in Control, (c) the date or
which the Executive terminates employment for GRadison (determined by treating the Potential Chan@entrol as a Change in Control in

applying the definition of Good Reason) or by reasbdeath, or (d) the date the Company termingeExecutive’s employment for any
reason.
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SECTION 6.03. General Releas€he Executive agrees that, notwithstanding ahgroprovision of this Agreement, the Executive
will not be eligible for any Severance Paymentsauritlis Agreement unless the Executive timely signsl does not timely revoke, a General
Release in substantially the form attached toAlgieement as Exhibit A. The Executive will be giv&hdays to consider the terms of the
General Release. The General Release will not be@ffactive until seven days following the date @eneral Release is executed. If the
Executive does not return the executed GenerakRel® the Company by the end of the 21-day pettiad failure will be deemed a refusal to
sign, and the Executive will not be entitled toai®e any Severance Payments under this Agreenmecértain circumstances, the day periot
to consider the General Release may be extended%eday period. The Executive will be advised iiting if the 45-day period is applicable.
In the absence of such notice, the 21-day periptiegp

ARTICLE VIl

Successors; Binding Agreement

SECTION 7.01. Obligation of Successors

(a) In addition to any obligations imposed by lapon any successor to the Company, the Companyenmillire any successor
(whether direct or indirect, by purchase, mergensolidation, or otherwise) to all or substantialllyof the business and/or assets of the
Company to expressly assume and agree to perfasmgineement in the same manner and to the sareatahkiat the Company would be
required to perform it if no succession had ocalirre

(b) Subject to Section 7.01(c), failure of the Camypto obtain such an assumption and agreement Gad¢ion 7.01(a) prior to the
effectiveness of any such succession will be adireé this Agreement and will entitle the Executieecompensation from the Company in the
same amount as the Executive would be entitlechtieuthis Agreement if the Executive were to teatgremployment for Good Reason afi

Change in Control, except that, for purposes ofiémgnting the foregoing, the date on which the ssision becomes effective will be deemed
the Date of Termination.
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(c) Payment of benefits under Section 7.01(b) dtmlnade on the deemed Date of Termination if,canigl if, the succession
resulted from a transaction that satisfies thenitedh of change in control under Section 409Ak# Code. If the transaction does not satisf
definition of change in control under Section 40pAyment of benefits due under Section 7.01(b) sleatnade within 30 days of the
Executive’s actual date of termination of employmenbject to the provisions of Section 3.04(c).ihterest or earnings shall be paid due to
any delay in payment under this Section 7.01(c).

SECTION 7.02. Enforcement Rights of Othefithis Agreement will inure to the benefit of anelénforceable by the Executive’s
personal or legal representatives, executors, aslirators, successors, heirs, distributees, devjse®l legatees. If the Executive dies while
amount is still payable to the Executive under Agseement, (other than amounts that, by their $etarminate upon the Executive’s death),
then, unless otherwise provided in this Agreemalhguch amounts will be paid in accordance withtérms of this Agreement to the
executors, personal representatives, or adminissraf the Executive’s estate.

ARTICLE VIII
Notices

For the purpose of this Agreement, notices andtakr communications provided for in the Agreemeititbe in writing and will be
deemed to have been duly given when delivered dechhy United States registered mail, return necequested, postage prepaid, addresse
to the respective addresses set forth below, sutb other address as either party may
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furnish to the other in writing in accordance wiitiis Article VIII, except that notice of changeandress will be effective only upon actual
receipt:

To the Company

Zimmer Biomet Holdings, Inc
Attention: General Couns
345 East Main Stret

Post Office Box 70t
Warsaw, Indiana 465-0708

To the Executive

ARTICLE IX
Miscellaneous

This Agreement will not be construed as creatingxgress or implied contract of employment andepkas otherwise agreed in
writing between the Executive and the CompanyBkecutive will not have any right to be retainedhie employ of the Company. No
provision of this Agreement may be modified, waiveddischarged unless the waiver, modificationjischarge is agreed to in writing and
signed by the Executive and an officer of the Camypgpecifically designated by the Board. No walvgeither party at any time of any brei
by the other party of, or compliance with, any dtind or provision of this Agreement to be perfourigy the other party will be deemed a
waiver of similar or dissimilar provisions or cotidns at the same or at any other time. Neithetygaas made any agreements or
representations, oral or otherwise, express origdplvith respect to the subject matter of thisgagment that are not expressly set forth in this
Agreement. Except as provided in the following tsemtences, the validity, interpretation, constargtand performance of this
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Agreement will be governed by the laws of the Stditediana, to the extent not preempted by fedesal This Agreement will at all times be
effected, construed, interpreted, and appliedrimaaner consistent with the Section 409A Standamis,in resolving any uncertainty as to the
meaning or intention of any provision of this Agmeent, the interpretation that will prevail is tiiéarpretation that causes the Agreement to
comply with the Section 409A Standards. In addittorthe extent that any terms of this Agreementld@subject the Executive to gross
income inclusion, interest, or additional tax panstito Code Section 409A, those terms are to tttahesuperseded by the applicable
Section 409A Standards. All references to sectidiiie Exchange Act or the Code will be deemed tgefer to any successor provisions to
those sections. Any payments provided for underAlgreement will be paid net of any applicable Wilding required under federal, state, or
local law and any additional withholding to whidtetExecutive has agreed. The obligations of the fzmy and the Executive under

Articles Ill, IV, and VI will survive the expiratio of the term of this Agreement.

ARTICLE X
Validity

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

ARTICLE Xl
Counterparts

This Agreement may be executed in several countsypsach of which will be deemed to be an orignalall of which together
will constitute one and the same instrument.
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ARTICLE Xl

Settlement of Disputes; Arbitration

All claims by the Executive for benefits under tAigreement must be in writing and will be directecand determined by the
Board. Any denial by the Board of a claim for betsefinder this Agreement will be delivered to thes&utive in writing and will set forth the
specific reasons for the denial and the specifiwigions of this Agreement relied upon. The Boailllafford a reasonable opportunity to the
Executive for a review of the decision denyingairaland will further allow the Executive to app&athe Board a decision of the Board within
60 days after notification by the Board that the&ixive’'s claim has been denied. Any further dismrtcontroversy arising under or in
connection with this Agreement will be settled estvely by arbitration in Warsaw, Indiana in acarde with the rules of the American
Arbitration Association then in effect. Judgmentynb@ entered on the arbitrator’s award in any cbaving jurisdiction. Each party will bear
its own expenses in the arbitration for attorndges, for its witnesses, and for other expensgseasfenting its case. Other arbitration costs,
including arbitrators’ fees, administrative feasddees for records or transcripts, will be borgaaly by the parties. Notwithstanding anything
in this Article to the contrary, if the Executiveepails with respect to any dispute submitted totetion under this Article, the Company will
reimburse or pay all reasonable legal fees andresgqsethat the Executive incurred in connection it dispute as required by Section 3.05.
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ARTICLE XIII

Definitions

For purposes of this Agreement, the following temilshave the meanings indicated below:

(a) “ Accounting Firm’ means an accounting firm, other than the Commmdependent auditors, that is designated as fothe o
four largest accounting firms in the United States.

(b) “ Award Plan” means any of the Comparsy2009 Stock Incentive Plan, 2006 Stock Incentha® 2001 Stock Incentive Plan
TeamShare Stock Option Plan.

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

(d) “ Beneficial Ownef has the meaning stated in Rule 13d-3 under treh&xge Act.

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

(f) “ Cause” for termination by the Company of the Executivetaployment, after any Change in Control, meansh@ willful and
continued failure by the Executive to substantipkyform the Executive’s duties with the Companth€o than any such failure resulting from
the Executives incapacity due to physical or mental illnessror such actual or anticipated failure after theidgsge of a Notice of Terminatic
for Good Reason by the Executive pursuant to Sedtifl) for a period of at least 30 consecutivesdfter a written demand for substantial
performance is delivered to the Executive by tharBpwhich demand specifically identifies the marinevhich the Board believes that the
Executive has not substantially performed the Etteeis duties; (2) the Executive willfully engagiesconduct that is demonstrably and
materially injurious to the Company or its subgiia, monetarily or otherwise; or (3) the Execufiveonvicted of, or has entered a plea of no
contest to, a felony. For purposes of clausesr{d)(3d) of this definition, no act, or failure totaon the Executive’s part will be deemed
“willful” unless it is done, or omitted to be doney the Executive not in good faith and withoutsmaable belief that the Executive’s act, or
failure to act, was in the best interest of the @any.
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(g) A “ Change in Contrdl will be deemed to have occurred if any of thddaling events occur:

(1) any Person is or becomes the Beneficial Owdiggctly or indirectly, of securities of the Compamot including in the
securities beneficially owned by that Person amystes acquired directly from the Company oratfliates) representing 20% or more
of the combined voting power of the Company’s tleitstanding securities; or

(2) during any period of two consecutive years {noluding any period prior to the execution ofstligreement), individuals who
at the beginning of the period constitute the Baard any new director (other than a director dedigphby a Person who has entered intc
an agreement with the Company to effect a trarmadkescribed in clause (1), (3) or (4) of this gaaph whose election by the Board or
nomination for election by the Company’s stockhoddeas approved by a vote of at least two-third3)(@f the directors then still in
office who either were directors at the beginnifthe period or whose election or nomination feotion was previously approved),
cease for any reason to constitute a majority ®Bbard; or

(3) the shareholders of the Company approve a mergmnsolidation of the Company with any othempowation, other than (A) a
merger or consolidation that would result in théing securities of the Company outstanding immediygprior to the merger or

consolidation continuing to represent (either bya@ing outstanding or by being converted intongtecurities of the surviving entity),
in combination with the
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ownership of any trustee or other fiduciary holdsagurities under an employee benefit plan of thengany, at least 75% of the
combined voting power of the voting securitieshad Company or the surviving entity outstanding irdiately after the merger or
consolidation; or (B) a merger or consolidatioreeféd to implement a recapitalization of the Comyp@n similar transaction) in which
no Person acquires more than 50% of the combintdgvpower of the Company’s then-outstanding s¢ies:ior

(4) the shareholders of the Company approve aqflanmplete liquidation of the Company or an agreenifor the sale or
disposition by the Company of all or substantiallythe Company’s assets.

Notwithstanding the foregoing, a Change in Contritll not include any event, circumstance, or traige occurring during the s-month
period following a Potential Change in Control thegults from the action of any entity or groupttimaludes, is affiliated with, or is wholly or
partly controlled by the Executive; providefuirther, that such an action will not be taken into acedanthis purpose if it occurs within a six-
month period following a Potential Change in Cohtesulting from the action of any entity or grotinat does not include the Executive.

(h) “ COBRA" means the continuation coverage provisions of@basolidated Omnibus Budget Reconciliation Ac1885, as
amended.

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

() “ Company” means Zimmer Biomet Holdings, Inc., a Delawaregpooation, and any successor to its business aadiats that
assumes and agrees to perform this Agreement btipe of law, or otherwise (except in determiningder Section XllI(g), whether or not
any Change in Control of the Company has occumexnnection with the succession).
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(k) “ Company Sharesmeans shares of common stock of the Company yegunity securities into which those shares hawnbe
converted.

() “ Date of Terminatiori has the meaning stated in Section 4.02.

(m) “ Disability " has the meaning stated in the Company’s shom-tarlong-term disability plan, as applicable, meffect
immediately prior to a Change in Control.

(n) “ Exchange Act means the Securities Exchange Act of 1934, amdetfrom time to time, and interpretive rules and
regulations.

(o) “ Excise Tax means any excise tax imposed under Code Sec$68.4
(p) “ Executive” means the individual named in the first paragrapthis Agreement.
(q) “ General Releasehas the meaning stated in Section 6.03.

() “ Good Reasori for termination by the Executive of the Executsremployment means the occurrence (without thecivee’s
express written consent) of any one of the follapéicts by the Company, or failures by the Comparact, unless, in the case of any act or
failure to act described in paragraph (1), (4), (6), or (7) below, the act or failure to act &srected prior to the Date of Termination specified
in the Executive’s Notice of Termination:

(1) the assignment to the Executive of any dutiesnisistent with the Executivestatus as an executive officer of the Compargy
substantial adverse alteration in the nature dustaf the Executive’s responsibilities from thaseffect immediately prior to a Change
in Control;
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(2) a reduction by the Company in the Executiveiswal base salary as in effect on the date ofAfigement or as the same may
be increased from time to time, or the level of Executive’s entitlement under the Incentive Plainaeffect on the date of this
Agreement or as the same may be increased fromtditi@e;

(3) the Company'’s requiring the Executive to becdasiore than 50 miles from the Company’s officestath the Executive is
based immediately prior to a Change in Control épxdor required travel on the Company'’s businesatextent substantially consistent
with the Executives business travel obligations immediately priothi® Change in Control), or, in the event the Exgeutonsents to ar
such relocation of his offices, the Company’s fialto provide the Executive with all of the berefif the Compang' relocation policy &
in operation immediately prior to the Change in Coln

(4) the Company’s failure, without the Executivetmsent, to pay to the Executive any portion offRecutive’s current
compensation (which means, for purposes of thiagraph (4), the Executive’s annual base salary afféct on the date of this
Agreement, or as it may be increased from timéme,tand the awards earned pursuant to the IneeRtan) or to pay to the Executive
any portion of an installment of deferred compeinosatinder any deferred compensation program o€imapany, within seven days of
the date the compensation is due;

(5) the Company’s failure to continue in effect amynpensation plan in which the Executive partigpammediately prior to a
Change in Control, which plan is material to the&ixtive’s total compensation, including, but notited to, the Incentive Plan and the
Award Plan or any substitute plans adopted prighéoChange in Control, unless an equitable arraegé (embodied in an ongoing
substitute or alternative plan)
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has been made with respect to that plan, or thep@owis failure to continue the Executisgiarticipation in such a plan (or in a substi
or alternative plan) on a basis not materially les®rable, both in terms of the amount of bengfitsvided and the level of the
Executive’s participation relative to other papients, as existed at the time of the Change inrGlpnt

(6) the Company'’s failure to continue to provide Executive with benefits substantially similathose enjoyed by the Executive
under any of the Company’s pension (including, waithlimitation, to the extent applicable to the Extive, the Company’s Savings and
Investment Program, including the CompanBenefit Equalization Plan for the Savings andegtment Program), life insurance, med
health and accident, or disability plans in which Executive was participating at the time of th@@e in Control; the taking of any
action by the Company that would directly or indthg materially reduce any of those benefits orrdepthe Executive of any material
fringe benefit enjoyed by the Executive at the timh@ Change in Control; or the Company’s failuwetovide the Executive with the
number of paid vacation days to which the Execusventitled on the basis of years of service wh#n Company in accordance with the
Company’s normal vacation policy in effect at tae of the Change in Control; or

(7) any purported termination of the Executive’spdogment that is not effected pursuant to a Notit&ermination satisfying the
requirements of Section 4.01; for purposes of Agjgeement, no such purported termination will Heetfve.

The Executive’s right to terminate the Executiversployment for Good Reason will not be affectedh®yExecutive’s incapacity
due to physical or mental illness. The Executiwgatinued employment will not constitute consenitoa 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 oéaent that would otherwise constitute Good Reagiiitease to be an event
constituting Good Reason if the Executive doedinutly provide a Notice of Termination to the Compavithin 120 days of the date on
which the Executive first becomes aware (or reasigrehould have become aware) of the occurrentieadfevent.

(s) “ Incentive Plari means the Company’s Executive Performance IneerRian.

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

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

(v) “ Person’ has the meaning stated in section 3(a)(9) offkehange Act, as modified and used in sections)18{d 14(d) of the
Exchange Act; however, a Person will not includetie Company or any of its subsidiaries, (2) atea or other fiduciary holding securities
under an employee benefit plan of the Company grodits subsidiaries, (3) an underwriter tempdyahnilding securities pursuant to an
offering of those securities, or (4) a corporatiovned, directly or indirectly, by the stockholdef¢he Company in substantially the same
proportions as their ownership of stock of the Camp

(w) “ Potential Change in Contrdiwill be deemed to have occurred if any one offiiowing events occurs:

(1) the Company enters into an agreement, the comstion of which would result in the occurrenceadhange in Control;
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(2) the Company or any Person publicly announcestantion to take or to consider taking actioret tif consummated, would
constitute a Change in Control;

(3) any Person who is or becomes the Beneficial €@watirectly or indirectly, of securities of the @pany representing 10% or
more of the combined voting power of the Compariy&n-outstanding securities, increases that Pesdmrieficial ownership of those
securities by 5% or more over the percentage s@dwy that Person on the date of this Agreement; or

(4) the Board adopts a resolution to the effedt, floa purposes of this Agreement, a Potential @lean Control has occurred.

(x) “ Retirement Daté means the later of (1) age 65, or (2) anothee fiat retirement by the Executive that has beemayga by
the Board at any time prior to a Change in Control.

(y) “ Savings Plari means the Company’s Savings and Investment Pmogsdnich, for purposes of this Agreement, will leeched
to include the Benefit Equalization Plan of the @amy and Its Subsidiary or Affiliated Corporatidparticipating in the Company’s Savings
and Investment Program.

() “ Section 409A Standardsmeans the standards for nonqualified deferred cosgi®n plans established by Code Section 4

(aa) “_Severance Paymeritsmeans the payments described in Section 3.02.

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

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

By:

Name: Name:
Title:
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Exhibit 10.3

e U.S. Department of Justice
:é‘;-- ; 3 Criminal Division
gl

Fraud Section, Suite 4100, Bond Build
1400 New York Avenue, NW
Washington, D.C. 20530

March 26, 201

Laurence Urgenson
Kirkland & Ellis LLP

655 Fifteenth Street, NW
Washington, DC 20005

Asheesh Goel

Ropes & Gray LLP

111 South Wacker Drive
Chicago, IL 60606

Re: Biomet, Inc.

Dear Mssrs. Urgenson and Goel:

Biomet, Inc. (“Biomet”), by its undersigned attoyse pursuant to authority granted by Biomet's Baafr®irectors, and the United States
Department of Justice, Criminal Division, Fraud 8®t (the “Department”) enter into this deferredgecution agreement (the “Agreement”).
The terms and conditions of this Agreement areobevfs:

1. Criminal Information and Acceptance of Responsibilty: Biomet agrees to waive venue and acknowledges gneg s that the Unite
States will file the attached five-count criminafdrmation in the United States District Court foe District of Columbia. The Information
charges Biomet, Inc. with conspiracy to commit #erse against the United States, in violation®1ULS.C. § 371, that is, to violate the
Foreign Corrupt Practices Act (“FCPA”), 15 U.S.C{&ld-I (Count One); three counts of violating BF@PA, 15 U.S.C. § 78ddand 18 U.S.C
§ 2 (Counts Two through Four); and one count ofating the books and records provisions of the FCPAU.S.C. § 78m (Count Five).

a. In so doing, Biomet knowingly waives its rigbtihdictment on these charges, as well as allsight speedy trial pursuant to the
Sixth Amendment to the United States Constitutikd|J.S.C. § 3161, and Federal Rule of Criminal Bdoce 48(b). In addition, Biomet
consents to the filing of the Information and thgréement in the United States District Court far Bistrict of Columbia



b. Biomet admits, accepts, and acknowledges tlimtésponsible for the acts of its officers, engpkes and agents, and wholly-
owned subsidiaries, as set forth in the StatentelRacts attached hereto as Attachment A, and ircatpd by reference into this Agreement,
and that the allegations described in the Inforomatind the facts described in Attachment A aredandbaccurate. Should the Department
initiate the prosecution that is deferred by thggdement, Biomet agrees that neither it nor anyrigtosubsidiary or affiliate will contest the
admissibility of, or contradict, the Statement et in any such proceeding, including any guileapr sentencing proceeding.

2. Term of the Agreement: This Agreement is effective for a period beginnamgthe date on which the Information is filed ie ttinited
States District Court for the District of Columiziad ending three (3) years from that date (therfirerHowever, Biomet agrees that, in the
event that the Department determines, in its sigleretion, that Biomet has knowingly violated amgyision of this Agreement, an extensiot
extensions of the term of the Agreement may be gagdy the Department, in its sole discretionufoto a total additional time period of one
year, without prejudice to the Departr’s right to proceed as provided in Paragraph 1dweRny extension of the Agreement extends all
terms of this Agreement, including the obligatiaigorporate compliance monitorship and reportiagatibed in Paragraphs 7-12 below, for
an equivalent period. Conversely, in the evendbpartment finds, in its sole discretion, that ¢hexists a change in circumstances sufficie
eliminate the need for reporting and the other jgions of this Agreement have been satisfied, thenlof the Agreement may be terminated
early.

3. Relevant Considerations:The Department enters into this Agreement basatemdividual facts and circumstances presentetthils
case and Biomet. Among the facts considered weréottowing:
a. Biomet investigated and disclosed to the Depamtrand the United States Securities and Exchaongen@ssion (the “SEC”) the
misconduct described in the Information and StatéroFacts, a portion of which was voluntarily d@sed;
b. Biomet reported its findings to the Departmend the SEC;
c. Biomet cooperated fully with the Department'sdstigation of this matter, as well as the SECiestigation;

d. Biomet undertook remedial measures, includimgittplementation of an enhanced compliance prognadnagreed to undertake
further remedial measures as contemplated by thisement;

e. Biomet agreed to continue to cooperate witlD@partment in any investigation of the conduct afrBet and its directors,
officers, employees, agents, consultants, subg&diacontractors, and subcontractors relatingatations of the FCPA,

f. Biomet has cooperated and agreed to contingedperate with the SEC and, at the direction ofthpartment, foreign
authorities investigating the conduct of Biomet #&sdlirectors, officers, employees, agents, cdasts, subsidiaries, contractors, and
subcontractors relating to corrupt payments;



g. Biomet has cooperated and agreed to continoedperate with the Department in the Department/estigations of other
companies and individuals in connection with bussngractices overseas in various markets; and

h. Were the Department to initiate a prosecutioBiofmet and obtain a conviction, instead of entgiinto this Agreement to defer
prosecution, Biomet would potentially be subjecexalusion from participation in federal healthe@rograms pursuant to 42 U.S.C. § 1320a

(a).

4. Cooperation: During the term of this Agreement, Biomet shall thawme to cooperate fully with the Department in amygl all matters
relating to corrupt payments, related false boaidsracords, and inadequate internal controls. Atrdyuest of the Department, Biomet shall
also cooperate fully with such other domestic oeifgn law enforcement authorities and agenciesedisas the international financial
institutions (“IFIS”), in any investigation of Bioet or any of its present and former directors ceffs, employees, agents, consultants,
contractors, and subcontractors, or any other pargny and all matters relating to corrupt paytagrelated false books and records, and
inadequate internal controls, in such manner apdinges may agree. Biomet agrees that its codparahall include, but not be limited to, the
following:

a. Biomet shall truthfully disclose all factual amfnation not protected by a valid claim of attorrodient privilege or work product
doctrine with respect to its activities and thot@opresent and former subsidiaries and affifasnd the directors, officers, employees, agent
subsidiaries, consultants, contractors, and subattors thereof, concerning all matters relatingdoupt payments, related false books and
records, and inadequate internal controls aboutlwBiomet has any knowledge or about which the Btepent may inquire. This obligation of
truthful disclosure includes the obligation of Bietiio provide to the Department, upon request,remyprivileged document, record, or other
tangible evidence relating to such corrupt paymedatse books and records, and inadequate inteomdtols about which the Department may
inquire of Biomet.

b. Upon request of the Department, with respeantpissue relevant to its investigation of cornp@yments, related false books
records, and inadequate internal controls in caimmeavith the operations of Biomet, Biomet shalkidmate knowledgeable employees, agent:
or attorneys to provide the Department with therinfation and materials described in Paragraphat{aye, on behalf of Biomet. It is further
understood that Biomet must at all times provideglete, truthful, and accurate information.
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c. With respect to any issue relevant to the Dapant’s investigation of corrupt payments, relai@dd books and records, and
inadequate internal controls in connection withdperations of Biomet or any of its present or fersubsidiaries or affiliates, Biomet shall
its best efforts to make available for interviewgastimony, as requested by the Department, presdarmer directors, officers, employees,
agents, and consultants of Biomet as well as direcbfficers, employees, agents, and consultdrisrdgractors and subcontractors. This
includes, but is not limited to, sworn testimonydve a federal grand jury or in federal trialsyadl as interviews with federal law enforcement
authorities. Cooperation under this Paragraphindlude identification of witnesses who, to the Whedge of Biomet, may have material
information regarding the matters under investayati

d. With respect to any information, testimony, doents, records, or other tangible evidence providete Department pursuant
this Agreement, Biomet consents to any and allokstces, subject to applicable law and regulatitmsther governmental authorities,
including United States authorities and those fairaign government, and the IFls, of such mateaalthe Department, in its sole discretion,
shall deem appropriate.

5. Payment of Monetary Penalty:The Department and Biomet agree that applicatich@tnited States Sentencing Guidelines
(“USSG” or “Sentencing Guidelines”) to determine thpplicable fine range yields the following anays

a. Base OffenseBased upon USSG 2C1.1, the total offense lev@djsalculated as follows:

2Cl.1(a)(22 Base Offense Levt 12
2C1.1(b)(1.  More than one brib +2
2C1.1(b)(2  Value of benefit received between $-7 million +18
8C4.1 Substantial assistance in the prosecution of o -1
TOTAL OFFENSE LEVEL 31

b. Base Fine Based upon USSG § 8C2.4(a)(l) and (d), the hasad $13,500,000 (the fine indicated in the O$fehevel Fine
Table ($13,500,000) is used where such numbeewtgr than the pecuniary gain to the organizatiom the offense (approximately
$4,400,000)).

c. Culpability Score Based upon USSG § 8C2.5, the culpability scoBs talculated as follows:

(a) Base Culpability Scor 5
(b)(1) Organization had 5,000 or more employees and awidhghl within high-level personnel of the

organization participated in, condoned, or wasfullif ignorant of the offens +5
(9)(2) The organization fully cooperated in the invesiga@and clearly demonstrated recognition and

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



d. Calculation of Fine Range

Base Fine $ 13,500,00
Multipliers 1.6 (minimum)/3.2 (maximun
Fine Range $ 21,600,00-43,200,00

Biomet agrees to pay a monetary penalty in the amnofu$17,280,000, a 20 percent reduction off thigdm of the fine range. Biomet and the
Department agree that this fine is appropriatergB®met’s extensive internal investigation, théuna and extent of Biomet's cooperation in
this matter, Biomet's cooperation in the Departrieeinivestigation of other companies pursuant to.8Cdnd Biomet's extraordinary
remediation. Biomet and the Department agree tiah8t will pay this $17,280,000 monetary penaltyhivi ten days of the execution of this
agreement. The $17,280,000 penalty is final antd sbabe refunded. Furthermore, nothing in this@gment shall be deemed an agreeme
the Department that the $17,280,000 amount is #gsémum penalty that may be imposed in any futuosecution, and the Department is not
precluded from arguing that the Court should imp$égher fine, although the Department agreesuhdér those circumstances, it will
recommend to the Court that the amount paid urdergreement should be offset against any fineQbert imposes as part of a future
judgment. Biomet acknowledges that no tax deductiay be sought in connection with the payment gfart of this $17,280,000 penal

6. Conditional Release from Criminal Liability : In return for the full and truthful cooperatiohBiomet, and its compliance with the
terms and conditions of this Agreement, the Depantnagrees not to use any information relatede¢atinduct described in the attached
Statement of Facts against Biomet or any of itsliykmvned or -controlled subsidiaries in any crimlior civil case, except: (@) in a
prosecution for perjury or obstruction of justi¢e) in a prosecution for making a false statem@tin a prosecution or other proceeding
relating to any crime of violence; or (d) in a prostion or other proceeding relating to a violatdérany provision of Title 26 of the United
States Code. In addition, the Department agreegpxas provided herein, that it will not bring amminal or civil case against Biomet rela
to the conduct of present and former directorscef§, employees, agents, consultants, contra@nossubcontractors, as described in the
attached Statement of Facts, or relating to inféioneBiomet disclosed to the Department prior te ttate on which this Agreement was sig
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a. This Paragraph does not provide any protect@mnat prosecution for any corrupt payments, fatseks and records, or
inadequate internal controls issues, if any, byniibin the future.

b. In addition, this Paragraph does not provide@oyection against prosecution for any corruptrpests, false books and records,
or inadequate internal controls issues in the whgth are not described in the attached Statenfdraats or were not disclosed to the
Department prior to the date on which this Agreetmeas signed. In addition, this Paragraph doeprmtide any protection against criminal
prosecution of any present or former director,cafff employee, shareholder, agent, or consultaBtavfiet for any violations committed by
them.

7. Corporate Compliance Program:Biomet represents that it has implemented andagititinue to implement and maintain a
compliance and ethics program designed to prevehtlatect violations of the FCPA and other applieamticorruption laws throughout its
operations, including those of its affiliates, jou@ntures, contractors, and subcontractors, wespansibilities that include interactions with
foreign officials or other high-risk activities. pfementation of these policies and procedures sloalbe construed in any future enforcement
proceeding as providing immunity or amnesty for arignes not disclosed to the Department as of #te df signing this Agreement for which
Biomet would otherwise be responsible.

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

a. demonstrated expertise with respect to the F@RAjding experience counseling on FCPA issues;

b. experience designing and/or reviewing corpocatapliance policies, procedures, and internal astincluding FCPA-specific
policies, procedures, and internal controls;

c. the ability to access and deploy resources esssary to discharge the Monitor’s duties as desdrin the Agreement; and

d. sufficient independence from Biomet to ensufeative and impartial performance of the Monitadigties as described in this
Agreement.

9. The Department retains the right, in its sofetion, to accept or reject any Monitor candigatgposed by Biomet pursuant to the
Agreement. In the event the Department reject®pgsed Monitor, Biomet shall propose another catdigvithin ten (10) calendar days after
receiving notice of the rejection. This procesdigtantinue until a Monitor acceptable to both pEstis chosen. The Department may also
propose the names of qualified Monitor candidabexdnsideration. The term of the monitorship, etsferth in Attachment D, shall commence
upon the Department’s acceptance of a Monitor aktdiproposed by Biomet.
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10. The Monitor will be retained by Biomet for aripel of not less than eighteen (18) months fromdate the Monitor is selected. The
term of the monitorship, including the circumstamtieat may support an extension of the term, abagehe Monitor’'s powers, duties, and
responsibilities will be as set forth in Attachmé&ntBiomet may not employ or be affiliated with thionitor for a period of not less than one
year from the date of the termination of the masitdp.

11. At the end of the monitorship, provided alluggments set forth in Paragraph 8 of Attachmeat®met, Biomet will report on its
compliance to the Department as set forth in Papggf2 below for the remainder of the term of fkgseement.

12.Corporate Compliance Reporting: Biomet agrees that, following the monitorship, il weport to the Department periodically, at no
less than six-month intervals, for the remaindethef Agreement, regarding remediation and implaatéon of the enhanced compliance
measures set forth by the monitor as describe@iadPaph 8 of Attachment D. Biomet shall desigaasenior company officer as the person
responsible for overseeing Biomet's corporate c@ampk reporting obligations. Should Biomet discomedible evidence that questionable or
corrupt payments or questionable or corrupt trassiéproperty or interests may have been offgueainised, paid, or authorized by any
Biomet entity or person, or any entity or personkirg directly for Biomet, or that related falsedis and records have been maintained,
Biomet shall promptly report such conduct to thep@rément. During this period, Biomet shall condaictl prepare at least three follow-up
reviews and reports, as described below:

a. Biomet shall undertake follow-up reviews at signth intervals, each incorporating the Departnseviews and comments on
Biomet's prior reviews and reports, to further ntonand assess whether the policies and proced@igsmet are reasonably designed to
detect and prevent violations of the FCPA and o#ipplicable anticorruption laws. Reports shallda@smitted to Deputy Chief (FCPA Unit),
Fraud Section, Criminal Division, Department oftizes 10th and Constitution Ave., N.W., Bond Buildj Fourth Floor, Washington, D.C.
20530.

b. The first follow-up review and report shall lenwpleted by no later than 180 calendar days dfteapproval of the enhanced
compliance measures described in Paragraph 8 atHitient D by the Department. Subsequent followewews and reports shall be
completed by no later than 180 calendar days @feecompletion of the preceding follow-up review.

c. Biomet may extend the time period for submissibany of the follow-up reports with prior writtexpproval of the Department.
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13. Deferred Prosecution:In consideration of: (a) the past and future coapen of Biomet described in Paragraphs 3 and 4ebo
(b) Biomet's payment of a monetary penalty of $89,200; and (c) Biomet's implementation and maiatexe of remedial measures, the
Department agrees that any prosecution of Biomrahfoconduct set forth in the attached StatemeRaots, and for the conduct that Biomet
disclosed to the Department, prior to the signihthis Agreement, be and hereby is deferred forTien of this Agreement. The Department
further agrees that if Biomet fully complies with @f its obligations under this Agreement, the Begment will not continue the criminal
prosecution against Biomet described in Paragraguid] after the Term, this Agreement shall expire the Department shall seek move to
dismiss, with prejudice, the criminal Informatidlefl against Biomet.

14.Breach of the Agreementif, during the Term of this Agreement, the Depantitngetermines, in its sole discretion, that Bioimees:
(a) committed any felony under federal lasubsequent to the signing of this Agreement; (Bngttime, provided deliberately false,
incomplete or misleading information; or (c) othesgvbreached the Agreement, Biomet shall therebéiesubject to prosecution for any fed:
criminal violation of which the Department has kiegdge, including the charges in the Informationjoliblmay be pursued by the Department
in the U.S. District Court for the District of Cahbia. Any such prosecutions may be premised onrnmdtion provided by Biomet. Any such
prosecution that is not time-by the applicablewtabf limitations on the date of the signing astAgreement may be commenced against
Biomet notwithstanding the expiration of the statat limitations between the signing of this Agresrhand the expiration of the Term plus
one year. Thus, by signing this Agreement, Biongeées that the statute of limitations with respgecny prosecution that is not tinbarred or
the date of this Agreement shall be tolled forTeem plus one year.

15. In the event that the Department determingsBluenet has breached this Agreement, the Depattagnees to provide Biomet with
written notice of such breach prior to institutiaugy prosecution resulting from such breach. Bioshell, within thirty (30) days of receipt of
such notice, have the opportunity to respond tdxdpartment in writing to explain the nature anduwinstances of such breach, as well as the
actions Biomet has undertaken to address and ratedtiie situation, which explanation the Departnséatl consider in determining whether
to institute a prosecution.

1 The filing or unsealing of a qui tam action shait,rby itself, constitute a breach of this Agreem
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16. In the event that the Department determinesBltenet has breached this Agreement:

a. All statements made by or on behalf of BiomdhtwDepartment or to the Court, including thedtéal Statement of Facts, and
any testimony given by Biomet before a grand juramy tribunal, at any legislative hearings whetbréor or subsequent to this Agreement, or
any leads derived from such statements or testimgrall be admissible in evidence in any and ahhicral proceedings brought by the
Department against Biomet; and

b. Biomet shall not assert any claim under the éthBtates Constitution, Rule 11 (f) of the FedBraks of Criminal Procedure,
Rule 410 of the Federal Rules of Evidence, or ghgrdfederal rule, that statements made by or tvalbef Biomet prior or subsequent to this
Agreement, and any leads derived therefrom, shHoelsuppressed. The decision whether conduct ensémits of any current director or
employee, or any person acting on behalf of, éhadirection of, Biomet, will be imputed to Bionfet the purpose of determining whether
Biomet has violated any provision of this Agreem&mll be in the sole discretion of the Department.

17. Biomet acknowledges that the Department hagmadepresentations, assurances, or promisesroangevhat sentence may be
imposed by the Court if Biomet breaches this Agreeinand this matter proceeds to judgment. Biom#téu acknowledges that any such
sentence is solely within the discretion of the €and that nothing in this Agreement binds ornietst the Court in the exercise of such
discretion.

18. Sale or Merger: Biomet agrees that in the event it sells, mergesaasfers all or substantially all of its busis@perations as they
exist as of the date of this Agreement, whetheh sade is structured as a stock or asset sale gmengtransfer, it shall include in any contract
for sale, merger, or transfer a provision bindimg purchaser, or any successor in interest theretbe obligations described in this Agreem

19. Public Statements by BiometBiomet expressly agrees that it shall not, thropggsent or future attorneys, directors, officers,
employees, agents, or any other person authorizepetak for Biomet make any public statementigdtion or otherwise, contradicting the
acceptance of responsibility by Biomet set fortbvabor the facts described in the attached Stateaidtracts. Any such contradictory
statement shall, subject to cure rights of Bionestadibed below, constitute a breach of this Agredraad Biomet thereafter shall be subject tc
prosecution as set forth in Paragraphs 14-16 sfAreement. The decision whether any public staterny any such person contradicting a
fact contained in the Statement of Facts will bputed to Biomet for the purpose of determining wibethey have breached this Agreement
shall be at the sole discretion of the Departmiétihe Department determines that a public statérbgrmny such person contradicts in whols
in part a statement contained in the Statementofsi-the Department shall so notify Biomet, anohigit may avoid a breach of this Agreen
by publicly repudiating such statement(s) withiefbusiness days after notification. Consistent Wit obligations of Biomet as set forth
above, Biomet shall be permitted to raise defeasésto assert affirmative claims in civil and reggaly proceedings relating to the matters set
forth in the Statement of Facts. This Paragrapls ¢ apply to any statement made by any preseotmer employee of Biomet in the course
of any criminal, regulatory, or civil case initidtagainst such individual, unless such individeahien specifically authorized to speak on
behalf of Biomet.



20. Biomet agrees that if it or any of its direcimdirect affiliates or subsidiaries issues a pmedease or holds any press conference in
connection with this Agreement, Biomet shall ficehsult the Department to determine: (a) whetherdhease or proposed statements at the
press conference are true and accurate with regpatitters between the Department and Biomet{landhether the Department has no
objection to the release.

21. The Department agrees to bring to the attertiggovernmental and other authorities the facts@rcumstances relating to the nature
of the conduct underlying this Agreement, includihg nature and quality of Biomet’s cooperation sgrdediation, if requested by Biomet to
do so. By agreeing to provide this information, Bepartment is not agreeing to advocate on befidfamet, 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 Departnbut specifically does not
bind any other federal agencies, or any state),locdoreign law enforcement or regulatory ageacathough the Department will bring the
cooperation of Biomet and its compliance with itises obligations under this Agreement to the aitbendf such agencies and authorities if
requested to do so by Biomet.

23.Complete Agreement:This Agreement sets forth all the terms of the Dref Prosecution Agreement between Biomet and the
Department. No amendments, modifications, or aoltito this Agreement shall be valid unless theyirmmwriting and signed by the
Department and a duly authorized representatigiarhet.

24.Notice: Any notice to the Department under this Agreeméatide given by personal delivery, overnight defivby a recognized
delivery service, or registered or certified maileach case, for the Department, addressed totp&tief-FCPA Unit, Fraud Section, Crimir
Division, U.S. Department of Justice, Fourth FIdotD0 New York Avenue, N.W., Washington, D.C. 20088y notice to Biomet under this
agreement shall be given by personal delivery,mgét delivery by a recognized delivery serviceraygistered or certified mail, addressed to
Bradley J. Tandy, Senior Vice President, GenerainSel, and Secretary, Biomet, Inc., 56 East Bal&)i?.O. Box 587, Warsaw, IN, 46581-
0587. Natice shall be effective upon actual reckjpthe Department or Biomet.
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AGREED:
FOR BIOMET, INC.:

/s LAURENCE URGENSOW
LAURENCE URGENSON
Kirkland & Ellis LLP
Counsel for Biomet, Inc

/sl ASHEESH GOEI
ASHEESH GOEL
Ropes & Gray LLP
Counsel for Biomet, Inc

/s/ BRADLEY J. TANDY

BRADLEY J. TANDY

Senior Vice President, General Counsel, and Segreta
Biomet, Inc.

FOR THE DEPARTMENT OF JUSTICE:

JEFFREY KNOX
Principal Deputy Chief, Fraud Secti

By: /sl 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) 30-7413

Filed at Washington, D.C., on this 26 day of Mar2®12.
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OFFICER’'S CERTIFICATE

I have read this Agreement and carefully reviewesthepart of it with counsel for Biomet, Inc. (“Bitet”). | understand the terms of this
Agreement and voluntarily agree, on behalf of Bigrteeeach of its terms. Before signing this Agreaim | consulted with outside counsel for
Biomet. Counsel fully advised me of the rights adiBet, of possible defenses, of the Sentencing &inies’ provisions, and of the
consequences of entering into this Agreement.

| have carefully reviewed this Agreement with theaBd of Directors of Biomet. | have advised, andseal outside counsel for Biomet to
advise, that Board of Directors fully of the riglafsBiomet, of possible defenses and of the consecgs of entering into the Agreement.

No promises or inducements have been made othetlibae contained in this Agreement. Furthermasegmre has threatened or forced
me, or to my knowledge any person authorizing Agjgeement on behalf of Biomet, in any way to emtés this Agreement. | am also satisfied

with the attorney’s representation in this matteertify that | am an officer of Biomet and thatdve been duly authorized by Biomet to
execute this Agreement on behalf of Biomet.

Date: 3/22, 2012

Biomet, Inc.

By: /s/ Bradley J. Tand
Bradley J. Tandy
Senior Vice President, General Counsel, and
Secretary
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CERTIFICATE OF COUNSEL

| am counsel for Biomet, Inc. (“Biomet”) in the n&t covered by this Agreement. In connection witbrsrepresentation, | have
examined relevant Biomet documents and have disdubss Agreement with the Biomet Board of Direstdased on my review of the
foregoing materials and discussions, | am of thaiop that: the representative of Biomet has bady duthorized to enter into this Agreement
on behalf of Biomet and that this Agreement hasilikdy and validly authorized, executed, and deédeon behalf of Biomet and is a valid
and binding obligation of Biomet. Further, | hawgefully reviewed this Agreement with the Boardifectors and General Counsel of
Biomet. | have fully advised them of the rightsBiémet, of possible defenses, of the Sentencingl@imies’ provisions and of the

consequences of entering into this Agreement. T&nowledge, the decision of Biomet to enter intis thgreement is an informed and
voluntary one.

Date: March 23, 2012

/sl Laurence Urgensc
Laurence Urgenson
Kirkland & Ellis, LLP
Counsel for Biomet, Inc

/s/ Asheesh Gox
Asheesh Goel

Ropes & Gray LLP
Counsel for Biomet, Inc

13



ATTACHMENT A STATEMENT OF FACTS

The following Statement of Facts is incorporatedhig reference as part of the Deferred Prosecitgneement (the “Agreement”)
between the United States Department of Justidgmial Division, Fraud Section (the “DepartmentfjdaBiomet, Inc. (“Biomet”) and the
parties hereby agree and stipulate that the foligvimformation is true and accurate. As set fantRaragraph 1 of the Agreement, Biomet
accepts and acknowledges that it is responsiblthéoacts of its officers, employees, and agerasate set forth below.

Should the Department initiate the prosecution ighdeferred by this Agreement, Biomet agreesithaill neither contest the
admissibility of, nor contradict, this Statementaicts in any such proceeding.

The Foreign Corrupt Practices Act

1. The Foreign Corrupt Practices Act of 1977 (“FCRAs amended, Title 15, United States Code, 8estr8dd-I, et seq., was enacted
by Congress for the purpose of, among other thimgdking it unlawful for certain classes of persand entities to act corruptly in furtherance
of an offer, promise, authorization, or paymentahey or anything of value to a foreign governnwfitial for the purpose of securing any
improper advantage, or of obtaining or retainingibess for, or directing business to, any persbie. HCPA also requires that any issuer of
securities shall make and keep books, recordsaeralints, which, in reasonable detail, accuratedyfairly reflect the transactions and
dispositions of the assets of the issuer.

Relevant Entities and Individuals

2. Defendant Biomet, Inc. (“Biomet”) was incorpardtin Indiana with its principal place of busin@s¥Varsaw, Indiana and
manufactured and sold orthopedic medical devicetdwide. Until September 25, 2007, it issued andnta@ned a class of publicly-traded
securities registered pursuant to Section 12(bheSecurities Exchange Act of 1934 (15 U.S.C. B),A8hich traded on the NASDAQ. As
such, it was required to file periodic reports vilttle United States Securities and Exchange Cononissider Section 13 of the Securities
Exchange Act (15 U.S.C. § 78m). Accordingly, Biomets an “issuer” within the meaning of the FCPAUS.C. § 78dd-I(a). By virtue of its
status as an issuer, Biomet was required to matké&eep books, records, and accounts which, in nedde detail, accurately and fairly
reflected the transactions and disposition of assieBiomet and its subsidiaries, including thossalibed below, which were incorporated into
the books, records, and accounts of Biomet.

3. Biomet Argentina SA (“Biomet Argentina”), a wihglbwned subsidiary of Biomet, was an Argentinepaoation through which
Biomet conducted business in Argentina.
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4. Biomet International Corporation (“Biomet Intational”), a wholly-owned subsidiary of Biomet, wa®elaware corporation through
which Biomet sold products into Brazil.

5. “Brazilian Distributor,” a Brazilian company, éh@xclusive distribution rights for Biomet reconsttive products in Brazil.
6. Biomet China, a wholly-owned subsidiary of Bidmeas a Chinese corporation through which Bioneéd products into China.
7. “Chinese Distributor,” a Chinese company, aetga distributer of Biomet products in China.

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

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

10. “Latin America Auditor,” a U.S. citizen, was anditor at Biomet and was based in Warsaw, Indiana
11. “Vice President,” a U.S. citizen, was a senioe president for Biomet, and was based in Warsaghiana.
12. “Operations Manager,” a U.S. citizen, was aerafjons manager for Biomet, and was based in Waisaiana.

13. “Associate Regional Manager,” a U.S. citizeaswhe Associate Regional Manager for Biomet I@gonal in Asia/Pacific, and was
based in Hong Kong SAR.

14. “President of International Operations,” a Wtiizen, was the President of International Openatfor Biomet and was based in
Warsaw, Indiana.

15. “Doctor,” a citizen of the People’s Republic@ina, was head of orthopedics at a Chinese phbipital in Shanghai.

Argentina

16. Argentina has a public healthcare system whengproximately half of hospitals are publicly owrend operated. Health care
providers (“HCPs”) who work in the public sectoeajovernment employees, providing health care aesvin their official capacities.
Therefore, such HCPs in Argentina are “foreignadiis” as that term is defined in the FCPA, 15 Q. 78dd-I (f)(I)(A).
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17. Beginning prior to 2000, publicly-employed Angi@e physicians who implanted Biomet products saraices to Biomet Argentina,
which, on their face, were for professional sersioe consulting, but doctors were actually beinigl pacommission to induce the purchase of
the product, which ranged from 15-20 percent ofniiatis sales.

18. Starting in 2000, after the Argentine tax authes forbade tax-free payments to surgeons, Btohngentina recorded the payments
made on the invoices falsely as “royalties” or mtkales and marketing.”

19. On or around February 7, 2000, a memo waslabexiin Biomet's Miami office, including to Opeiats Manager, about opening a
direct-sales operation in Argentina, in which heluded a budget allocation of “13-20% commissiosuogeon.”

20. In or around 2001, Biomet purchased a comparyrgentina through which it began making diredesa

21. On or around February 28, 2003, Director ofimal Audit circulated an internal audit reportAngentina to Vice President,
Operations Manager, and others in Biomet in Indiamavhich he states, “[R]oyalties are paid to ®mgs if requested. These are disclosed in
the accounting records as commissions.”

22. In or around August 2005, the managing direct@iomet Argentina raised concerns regarding ipidépayments to customs
officials and requested an internal audit.

23. From in or around September 2005 to in or adddatober 2005, Director of Internal Audit, Latinmm&rica Auditor, and others from
the Internal Audit, Legal, and Compliance Departtaari Biomet conducted an investigation into tHegdtions of the managing director of
Biomet Argentina.

24. On or around January 10, 2006, the managirgtdir of Biomet Argentina sent an email to Latin éina Auditor in Indiana that
attached a monthly list of payments to doctors Wetie a percentage of the cost of products purchiagéhe doctor during the month.

25. On or around February 22, 2006, Latin Americaifor circulated an internal report on the audhjch stated, “Other allegations
being investigated by Biomet's legal team includaifiulent product registration certificates, brjpbef customs officials, and other charges as
reported to legal via electronic media. It wasHalketermined that certificates were fraudulent lanbes were made [sic].”

26. In or around November 2006, Latin America Aadgent her report on the audit of Biomet Argentm&ice President, Operations
Manager, and others in Indiana, which stated, “@dramission expense recorded on the income statdmadatually royalties paid to doctors
for using Biomet products. This account shoulddreamed to royalty’s [sic] expense.”
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27. On or around February 26, 2007, an employé&iarfiet Argentina emailed Latin America Auditor imfieation regarding cash
disbursements, which stated, “Payment for surgeamaissions: the payments for surgeon commissiolid@imade on the 20th of each
month.”

28. On or around December 7, 2007, a sales andetiragkmanager for Latin America for Biomet senepart on a visit to Biomet
Argentina to Operations Manager, in which he natedn issue of concern, “Doctors receive a ‘coimgufee’ for every surgery.”

29. On or around February 19, 2008, a sales ankatirag manager for Biomet Argentina sent a lispagments made to physicians to
managing director of Biomet Argentina.

30. In or around March 2008, the managing directddiomet Argentia reported the payments to surgeorinternal compliance
personnel.

31. On or around August 7, 2008, Biomet Argentigiat $ts financial report, which included 15-20% aduoissions to surgeons, to
Operations Manager and others in Indiana

32. In or around August 2008, Biomet distributed/m@mpliance guidelines that emphasized the FCRralated issues, and the
company’s Argentine general manager sought advice the company’s lawyers, causing Biomet to sud&yments to Argentine doctors.

33. In or around December 2008, Biomet suspendeslals in Argentina.

34. In total, from 2000 to 2008, defendant BionBabmet Argentina SA, and their related subsidiagird employees, authorized the
payment, directly or indirectly, of approximatel35,000 in cash incentives to publicly-employedérgne HCPs to induce the purchase of
Biomet products.

Brazil

35. Brazil has a socialized public healthcare sydteat provides universal health care to all Braamikitizens, and the majority of
hospitals are publicly-controlled. HCPs who workhe public sector are government employees, pitayidealth care services in their official
capacities. Therefore, such HCPs in Brazil areeffym officials” as that term is defined in the FCRA U.S.C. § 78dd-I(f)(I)(A).

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

37. On or around February 20, 2002, Director oédmal Audit sent a memo to Vice President and QjuerstManager regarding a limit
audit performed of the books and records of BraziDistributor, in which he stated, “[Brazilian Bibutor] makes payments to surgeons that
may be considered as a kickback. These paymentaaie in cash that allows the surgeon to receis@nie tax free . The accounting entry is
to increase a prepaid expense account. In the bdatml financials sent to Biomet, these paymemsweclassified to expense in the income
statement.”
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38. On or around August 21, 2003, Brazilian Disttdy emailed Vice President in Indiana, copying @fiens Manager, Director of
Internal Audit, and others, stating “Prepaid nows\idly reclassified to expenses accounts, commssio doctors continue to be the major
item...."

39. On or around February 19, 2004, Biomet Argentorwarded the 2003 financial statements of Bia@ziDistributor, which included
the 20% commissions to doctors as “commissions@perations Manager in Indiana.

40. On or around February 20, 2004, Operations Bgantrwarded the financial statements of Braziliastributor to Vice President.

41. In or around April 2008, Biomet sent accourdgarid outside counsel to Brazil to conduct dugelilce, during which Brazilian
Distributor admitted that they paid doctors for imgyBiomet products and described the paymentseieritific incentives.”

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

43. In total, from 2001 to 2008, defendant BionB#tmet International, and their related subsideaad employees, authorized the
payment, directly or indirectly, of more than $inillion, some or all of which was used to pay casfentives to publicly-employed Brazilian
HCPs to induce the purchase of Biomet products.

China

44, China has a national healthcare system wharest Chinese hospitals are publicly owned and aper&CPs who work at publicly-
owned hospitals are government employees, provid@adth care services in their official capacitiBlserefore, such HCPs in China are
“foreign officials” as that term is defined in tRE€PA, 15 U.S.C. § 78dd-I(f)(I)(A).

45. On or around February 1, 2001, China Distribs&mt an email to a Associate Regional Managatingtthat the distributor was
paying a 10-15% “rebate” to surgeons on the saRiahet artificial hips.

46. On or around February 2, 2001, Associate Radjidianager sent an email to Biomet in the Unitedg€iom, noting that Scandimed
“offer[s] higher-than-average ‘commission’ to suogs....”
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47. On or around February 6, 2001, a Scandimedammplemailed President of International Operatiorsdiana and Biomet
employees in the United Kingdom, stating, “Re. ‘enission’ to surgeons, Scandimed has no control thigr... as we understand it, giving
commission [sic] or gifts of various kinds to sungs is common in China.”

48. On or around February 6, 2001, President efiattional Operations responded to the Scandimeil,ezopying Operations Manag
stating, “[T]he only problem with a company paying high consiuas in a tight market is that the prices mudbleenough to the dist[ributc
to allow for these high commissions....”

49. On or around April 10, 2001, Chinese Distrilbigent an email to President of International Ogpena, copying Associate Regional
Manager, discussing a doctor who was trying to smpmissions being paid to physicians by medicaicgecompanies.

50. On or around May 18, 2001, Chinese Distribstt an email copying Associate Regional Manageting “[Doctor] will become th
most loyal customer of Biomet if we send him to @efiland.”

51. On or around May 21, 2001, Chinese Distribstart an email to Associate Regional Manager, cgpyYioe President, President of
international Operations, and Operations Managating “[Doctor] is the department head of [pulilimspital]. [Doctor] uses about 10 hips and
knees a month and it's on an uptrend, as he tott/esdinner a week ago .... Many key surgeons im§hai are buddies of his. A kind word
on Biomet from him goes a long way for us. Dinnas lbeen set for the evening of the24t will be nice. But dinner aside, I've got tonsk
him to Switzerland to visit his daughter.”

52. On or around January 29, 2002, Associate RafManager prepared a summary of distribution im&hnoting, “Chinese surgeons
typically receive a commission on sales, which r@amge from 5% to 25%. Distributors are expectelddid banquets for surgeons, and to
sponsor meetings.”

53. In or around March 2002, in connection witheddf visit to review operations in China, Biometm@oyees, including Associate
Regional Manager, Vice President, and Presidehttefnational Operations, discussed “commissiorast] po doctors of up to 20 percent for
sales and “consulting fees” paid to doctors fordranting clinical trials; the discussion also inaddda proposal for a two week visit for Chinese
doctors to the United Kingdom, with the second wieeing a “holiday” paid for by Chinese Distributor.

54. On or around April 21, 2002, Chinese Distriloigent an email to Associate Regional Manager d&ng payments to surgeons,
stating, “When we say ‘Surgeon Rebate includedhegns the invoice price includes a predetermimedgntage for the surgeon. For example
a vendor invoices the hospital for a set of platec€ews at RMB 3,000.00. The vendor will have ttivde 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 Iné¢rudit instructed an auditor to classify impropayments being made to doctors in
connection with certain clinical trials as “entémtaent.”

56. On or around December 28, 2005, an employ&sonfiet China emailed Associate Regional Manageingdhat doctors conducting
certain clinical trials are paid a 10-15% “consgtiee.”

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

58. From on or around October 6 through on or adddatober 13, 2007, Biomet China sponsored thet@20 surgeons to Barcelona
and Valencia for training, including a substangiaition of the trip being devoted to sightseeind ather entertainment at Biomet's expense.

59. On or around October 11, 2007, the product gemimr Biomet China sent an email to Associatei®e Manager, discussing ways
to evade efforts by the Chinese government todwatuption in health care by requiring all inteinatl companies to declare actual cost for
import to the government, noting, “Obviously, Chojaernment [sic] doesn’t have ability to forbigtborruption from hospitals &
surgeons...,” proposing four methods for avoidingrdgulation, including falsified invoices.

Books and Records

60. From in or around 2000 to in or around 2008h& District of the District of Columbia and eldgsve, at the end of each of Biomet's
fiscal years, the books and records of Biomet AtiganBiomet International, and Biomet China coméai false characterizations of bribes pait
to publicly employed HCPs, as “commissions,” “rdied,” “consulting fees,” “other sales and markgfir'scientific incentives,” and
“consulting fees,” and those books and records \wex@ porated into the books and records of Biofmepurposes of preparing Biomet's yeatr-
end financial statements, which were filed with 8exurities and Exchange Commission in Washindo@,
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ATTACHMENT B
CERTIFICATE OF CORPORATE RESOLUTION

WHEREAS, BIOMET, INC. (“Biomet” or, the “Companyhas been engaged in discussions with the UnitadsSEzepartment of Justic
Criminal Division, Fraud Section (the “Departmeniti)connection with issues arising in relation éstain corrupt payments to foreign officials
to obtain and retain business for the Biomet; and

WHEREAS, in order to resolve such discussionsg firoposed that the Company enter into a certa@geagent with the Department; and

WHEREAS the Company’s General Counsel, togethdr aitside counsel for the Company, have advise@daed of Directors of the
Company’s rights, possible defenses, the Senter@indelines’ provisions, and the consequences t&frieng into such agreement with the
Department;

Therefore, this Board hereby RESOLVES that:

1. The Company (a) consents to the filing in théé&thStates District Court for the District of Coibia of an Information charging
Biomet, Inc. with conspiracy to commit an offengmiast the United States, namely, to violate theeiga Corrupt Practices Act (“FCPA”) (15
U.S.C. § 78dd-l), in violation of 18 U.S.C. § 3'&hd the payment of bribes, in violation of 15 U.§@8dd-l and 18 U.S.C. § 2 (Count Two);
(b) waives indictment on such charges and entévsaibeferred Prosecution Agreement with the Depant; and (c) agrees to accept a
monetary penalty against Biomet of $17,280,000,targhy $17,280,000 to the United States Treasitty nespect to the conduct described in
the Information and the Statement of Facts.

2. The General Counsel, or his delegate, is hemebiyorized, empowered, and directed, on behali@flompany, to execute the Defe
Prosecution Agreement substantially in such formmeagwed by this Board of Directors at this megtivith such changes as the General
Counsel, or his delegate, may approve;

3. The General Counsel, or his delegate, is hesebyorized, empowered, and directed to take anyalirmttions as may be necessary or
appropriate, and to approve the forms, terms, avipions of any agreement or other documents asheaecessary or appropriate to carry ou
and effectuate the purpose and intent of the fongg@solutions; and
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4. All of the actions of the General Counsel, whadhtions would have been authorized by the foregoisolutions except that such

actions were taken prior to the adoption of sudlolgions, are hereby severally ratified, confirmagproved, and adopted as actions on beha
of the Company.

Date: 3/22, 2012 /sl Jeffrey R. Binde

Jeffrey R. Binde

Chairman, Board of Directors
Biomet, Inc.
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ATTACHMENT C
CORPORATE COMPLIANCE PROGRAM

In order to address deficiencies in its internaltoals, policies, and procedures regarding compganith the Foreign Corrupt Practices
Act (“FCPA"), 15 U.S.C. 88 78dd-I, et seq., andestapplicable anti-corruption laws, Biomet, Incdats subsidiaries (collectively, “Biomet”)
agree to continue to conduct, in a manner congistith all of its obligations under this Agreemeappropriate reviews of its existing internal
controls, policies, and procedures.

Where necessary and appropriate, Biomet agreadoft aew or to modify existing internal controlslipies, and procedures in order to
ensure that it maintains: (a) a system of inteacabunting controls designed to ensure that Biamaies and keeps fair and accurate books,
records, and accounts; and (b) a rigorous antuption compliance code, standards, and proced@sgreed to detect and deter violations of
the FCPA and other applicable anti-corruption lafsa minimum, this should include, but not be lied to, the following elements to the
extent they are not already part of the companyistiag internal controls, policies, and procedures

1. Biomet will develop and promulgate a clearlycatated and visible corporate policy against Miolas of the FCPA, including its anti-
bribery, books and records, and internal contradsigions, and other applicable counterparts (ctifely, the “anti-corruption laws,”),
including strong, explicit, and visible support as@mmitment from senior management to the program.

2. Biomet will develop and promulgate compliananstards and procedures designed to reduce thegotasfpriolations of the anti-
corruption laws and Biomet's compliance code antitake appropriate measures to encourage and sughigoobservance of ethics and
compliance standards and procedures against fobeigery at all levels of the company. These statgland procedures shall apply to all
directors, officers, and employees and, where sacg@nd appropriate, outside parties acting oalbehBiomet in a foreign jurisdiction,
including but not limited to, agents and intermei@dis, consultants, representatives, distribute@ning partners, contractors and suppliers,
consortia, and joint venture partners (collectiyéhgents and business partners”), and shall natifgmployees that compliance with the
standards and procedures is the duty of individaiadgl levels of the company. Such standards aodgolures shall include policies governing:

a. Gifts;
b. Hospitality, entertainment, and expens
C. Customer travel
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d. Political contributions

e. Charitable donations and sponsorsh
f. Facilitation payments; ar
g. Solicitation and extortior

3. Biomet will develop these compliance standards@rocedures, including internal controls, ethaag] compliance programs on the
basis of a risk assessment addressing the indiviiheamstances of the company, in particular threifgn bribery risks facing the company,
including, but not limited to, its geographical angzation, interaction with governments, and indaksector of operation.

4. Biomet shall review its compliance standards modedures, including internal controls, ethicg] aompliance programs, no less than
annually, and updated as appropriate, taking iotoant relevant developments in the field and ewglinternational and industry standards,
and update and adapt as necessary to ensure tireuegneffectiveness of the company’s internal malst ethics, and compliance programs.

5. Biomet will assign responsibility to one or maenior corporate executives of Biomet for the enpéntation and oversight of
compliance with policies, standards, and procedwggarding the anti-corruption laws. Such corpoddfieial(s) shall have direct reporting
obligations to independent monitoring bodies, idahg internal audit, Biomet's Board of Directors,any appropriate committee of the Board
of Directors, and shall have an adequate leveltifromy from management as well as sufficient ressiand authority to maintain such
autonomy.

6. Biomet will ensure that it has a system of ficiahand accounting procedures, including a sysiemternal controls, reasonably
designed to ensure the maintenance of fair and-aiecbhooks, records, and accounts to ensure tatcdnnot be used for the purpose of
foreign bribery or concealing such bribery.

7. Biomet will implement mechanisms designed taiemshat the policies, standards, and procedurBsonfiet regarding the anti-
corruption laws are effectively communicated todidectors, officers, employees, and, where appaitgragents and business partners. These
mechanisms shall include: (a) periodic trainingdbrdirectors, officers, and employees, and, winegessary and appropriate, agents and
business partners; and (b) annual certificationalbguch directors, officers, and employees, artere necessary and appropriate, agents, an
business partners, certifying compliance with thing requirements.
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8. Biomet will establish an effective system for:

a.

C.

Providing guidance and advice to directorscefs, employees, and, where appropriate, agentsusidess partners, on
complying with Biomets compliance policies, standards, and procedurekiding when they need advice on an urgent |
on difficult situations in foreign jurisdiction

Internal and, where possible, confidential répgrby, and protection of, directors, officers,@ayees, and, where
appropriate, agents and business partners, natgvilh violate professional standards or ethicsauialstructions or pressure
from hierarchical superiors, as well as for direstofficers, employee, and, where appropriatentsgand business partners,
willing to report breaches of the law or professibstandards or ethics concerning anti-corruptiocuaring within the
company, suspected criminal conduct, and/or viafetiof the compliance policies, standards, andguaes regarding the
anti-corruption laws for directors, officers, emydes, and, where necessary and appropriate, ayahtsusiness partners;
and

Responding to such requests and undertaking apateiction in response to such repc

9. Biomet will institute appropriate disciplinarygeedures to address, among other things, violsidnhe anti-corruption laws and
Biomet's compliance and ethics program by Biomditectors, officers, and employees. Biomet shafileament procedures to ensure that
where misconduct is discovered, reasonable stepsken to remedy the harm resulting from such anidact, and to ensure that appropriate
steps are taken to prevent further similar miscethdaocluding assessing the internal controls,osthand compliance program and making
modifications necessary to ensure the progranféstfe.

10. Biomet will institute appropriate due diligerened compliance requirements pertaining to thentiete and oversight of all agents and
business partners, including:

a.

Properly documented risk-based due diligenceipéng to the hiring and appropriate and regularsight of agents and
business partner

Informing agents and business partners of Binoeimmitment to abiding by laws on the prohibisagainst foreign
bribery, and of Biomet's ethics and compliance déads and procedures or other measures for pregeatid detecting such
bribery; anc

Seeking a reciprocal commitment from agents anthbas partner:
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11. Where appropriate, Biomet will include standarolvisions in agreements, contracts, and renetlvateof with all agents and busini
partners that are reasonably calculated to preweldtions of the anti-corruption laws, which magpending upon the circumstances, include
(a) anti-corruption representations and undertakie¢pting to compliance with the anti-corruptiaws; (b) rights to conduct audits of the
books and records of the agent or business padrersure compliance with the foregoing; and @hts to terminate an agent or business
partner as a result of any breach of anti-corruplievs, and regulations or representations andrtaddegs related to such matters.

12. Biomet will conduct periodic review and testioighe compliance code, standards, and procedi@signed to evaluate and improve
their effectiveness in preventing and detectingafions of anti-corruption laws and Biomet’'s comapice and ethics programs, taking into
account relevant developments in the field andwrglinternational and industry standards.
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ATTACHMENT D
CORPORATE COMPLIANCE MONITOR

The duties and authority of the Corporate CompkaMonitor (the “Monitor”), and the obligations ofd@net, Inc. (“Biomet”) with
respect to the Monitor and the Department, aresasrébed below:

1. Biomet shall retain the Monitor for a periodmuft less than eighteen (18) months. Subject taiceconditions specified below that
would, in the sole discretion of the Departmerigwvalfor a reduction or extension of the term (ti@fm of the Monitorship”)the Monitor shal
be retained until the criteria in Paragraph 8 atesfied or the Agreement expires, whichever océiuss

2. The Monitor’s primary responsibility is to assesd monitor Biomet's compliance with the termshig Agreement so as to
specifically address and reduce the risk of anymrenice of Biomet’s misconduct. During the Ternttef Monitorship, the Monitor will
evaluate, in the manner set forth in Paragraphsaigh 10 below, the effectiveness and implemenntatdf the corporate compliance program,
internal controls and financial reporting policesd procedures of Biomet as they relate to Bionwtisent and ongoing compliance with the
anti-bribery provisions of the FCPA and other amtiruption laws applicable to Biomet (collectivellge “anti-corruption laws”), and take such
reasonable steps as, in his or her view, may bessacy to fulfill the foregoing mandate (the “Mated

3. Biomet shall cooperate fully with the Monitondathe Monitor shall have the authority to taketsteasonable steps as, in his or her
view, may be necessary to be fully informed abdohi&t's compliance program within the scope of endate in accordance with the
principles set forth herein and applicable law|uding data protection, blocking statutes, and tdaas and regulations applicable to Biomet.
To that end, Biomet shall: provide the Monitor a&scto Biomet's documents and resources; not linuhsccess, except as provided in this
Paragraph; and provide guidance on applicable (auch as relevant data protection, blocking statwrd labor laws). Biomet shall provide
the Monitor with access to all information, docunsgmecords, facilities and/or employees, as regddsy the Monitor, that fall within the
scope of the Mandate of the Monitor under this Agrent. Any disclosure by Biomet to the Monitor ceming corrupt payments shall not
relieve Biomet of any otherwise applicable obligatto truthfully disclose such matters to the Dépant.

a. The parties agree that no attorney-client latiip shall be formed between Biomet and the Monit
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b. In the event that Biomet seeks to withhold fithie Monitor access to information, documents, résofacilities and/or employe
of Biomet that may be subject to a claim of attgrokent privilege or to the attorney work-produlzictrine, or where Biomet reasonably
believes production would otherwise be inconsistéttt applicable law, Biomet shall work cooperativeith the Monitor to resolve the mat
to the satisfaction of the If the matter cannotdsolved, at the request of the Monitor, Biometllgtramptly provide written notice to the
Monitor and the Department. Such notice shall idela general description of the nature of the mfiion, documents, records, facilities
and/or employees that are being withheld, as veetha basis for the claim. To the extent Biometgrasided information to the Department in
the course of the investigation leading to thisoacpursuant to a non-waiver of privilege agreemBiamet and the Monitor may agree to
production of such information to the Monitor puastito a similar non-waiver agreement.

4. To carry out the Mandate during the Term ofNanitorship, the Monitor shall conduct an initigMiew and prepare an initial report,
followed by at least one () follow-up review argport as described in Paragraph 7 below, and grfnél report as described in Paragraph 8
below. With respect to the initial report and tb#dw-up review, after consultation with Biomet ati Department, the Monitor shall prepare
a written work plan, which shall be submitted navde than sixty (60) calendar days prior to commeg@ach review to Biomet and the
Department for comment, which comment shall be igie no more than thirty (30) calendar days afteeipt of the written work plan. The
Monitor’s work plan for the initial review shall@lude such steps as are reasonably necessarydoatan effective initial review in
accordance with the Mandate, including developimgiraderstanding, to the extent the Monitor deenpscpiate, of the facts and
circumstances surrounding any violations that mayeloccurred before the date of this Agreemerikeid Wwith the Court. In developing such
understanding, the Monitor is to rely to the extgosgsible on available information and documentsipied by Biomet, and it is not intended
that the Monitor will conduct his or her own inquinto those historical events. In developing eacink plan and in carrying out the reviews
pursuant to such plans, the Monitor is encouragesbordinate with Biomet personnel, including aoditand compliance personnel, and, to
extent the Monitor deems appropriate, he or shenelgyon Biomet processes, on the results of stydeviews, audits and analyses conducte
by or on behalf of Biomet and on sampling and testhethodologies. Any disputes between Biomet hedvtonitor with respect to the work
plan shall be decided by the Department in its dideretion.

5. The initial review shall commence no later thamety (90) calendar days from the date of the gageent of the Monitor (unless
otherwise agreed by Biomet, the Monitor and thedp&pent), and the Monitor shall issue a writterorépvithin ninety (90) calendar days of
initiating the initial review, setting forth the Mdor’s assessment and making recommendationsmabkodesigned to improve the
effectiveness of Biomet's program for ensuring cbamze with the anti-corruption laws. The Monitsrancouraged to consult with Biomet
concerning his or her other findings and recommgards on an ongoing basis, and to consider andaeBiomet’'s comments and input to the
extent the Monitor deems appropriate. The Monitgdnot in his or her initial or subsequent repaatite or describe comprehensively
Biomet's history or compliance policies, procedusies practices, but rather may focus on those avithsespect to which the Monitor wishes
to make recommendations for improvement or whieh th

28



Monitor otherwise concludes merit particular atiemt The Monitor shall provide the report to theaBd of Directors of Biomet and
contemporaneously transmit copies to Deputy ChieP & Unit, Fraud Section, Criminal Division, U.S. z@tment of Justice, 10th and
Constitution Ave., N.W., Bond Building, Fourth FipaVashington, D.C. 20530. After consultation wittomet, the Monitor may extend the
time period for issuance of the report for up tiotyh(30) calendar days with prior written approwdlthe Department.

6. Within ninety (90) calendar days after receiving Monitor’s report, Biomet shall adopt all reaoendations in the report; provided,
however, that within thirty (30) calendar days afereiving the report, Biomet shall notify the Miom and the Department in writing of any
recommendations that Biomet considers unduly bueadi@e, inconsistent with local or other applicable br regulation, impractical, unduly
costly or otherwise inadvisable. With respect tg commendation that Biomet considers unduly nsdme, inconsistent with local or other
applicable law or regulation, impractical, undubstly or otherwise inadvisable, Biomet need notpadleat recommendation within that time
but shall propose in writing an alternative polipypcedure or system designed to achieve the shjaetive or purpose. As to any
recommendation on which Biomet and the Monitor dbagree, such parties shall attempt in good faititach an agreement within thirty
(30) calendar days after Biomet serves the writi@ice. In the event Biomet and the Monitor arehl@ao agree on an acceptable alternative
proposal, Biomet shall promptly consult with thep@agment. Any disputes between Biomet, on the amelhand the Monitor, on the other
hand, with respect to the recommendations shalelseded by the Department in its sole discretidre Department may consider the Monigsor
recommendation and Biomet's reasons for not adgitia recommendation in determining whether Biohaet fully complied with its
obligations under this Agreement. Pending suchrdetation, Biomet shall not be required to implemamny contested recommendation(s).
With respect to any recommendation that the Mord&iermines cannot reasonably be implemented witiniety (90) calendar days after
receiving the report, the Monitor may extend theetiperiod for implementation with prior written appal of the Department.

7. The Monitor shall undertake at least one follapvreview to carry out the Mandate. Within one maddand twenty (120) calendar di
of initiating the follow-up review, the Monitor stha@a) complete the review; (b) certify whetheetbompliance program of Biomet, including
its policies and procedures, is reasonably designeddmplemented to detect and prevent violationimvBiomet of the anti-corruption laws
and is functioning effectively; and (c) report dre tMonitor’s findings in the same fashion as sehftin Paragraph 5 with respect to the initial
review. The first follow-up review shall commenageoyear after the initial review commenced. If s@aably promptly after completing the
follow-up review, the Monitor and the Departmenttoally agree that Biomet has not by that time sssftdly satisfied its obligations under
the Agreement with respect to the Monitor's Mand#ie Term of the Monitorship shall be extendeddioe additional year, and the Monitor
shall undertake a second follow-up review in acaom with the procedures for such follow-up revisesout in the Agreement. If, after
completing a second follow-up review, the Monitadahe Department again mutually agree that thenBtdhas not successfully satisfied its
obligations under the
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Agreement with respect to the Monitor's Mandate, Term of the Monitorship shall be extended ungigation of the Agreement, and the
Monitor shall undertake a third follow-up reviewancordance with the procedures for such followaypews set out in the Agreement.
Additional follow-up reviews, should any be requiyshall commence one year after the first follggweview commenced. After consultation

with Biomet, the Monitor may extend the time perfodthese follow-up reviews for up to sixty (6@lendar days with prior written approval
of the Department.

8. If, reasonably promptly after completing a fallaip review, the Monitor, the Department, and theniBet mutually agree that Biomet's
compliance program is reasonably designed and mmaiéed to detect and prevent violations of the-emtiuption laws and is functioning
effectively, the Monitor and the Biomet shall subtoithe Department a written report within six80] calendar days of the submission of the
follow up review setting forth a complete descoptof its remediation efforts to date, its propesakhsonably designed to improve the interna
controls, policies, and procedures of Biomet fawerimg compliance with the FCPA and other applieaiticorruption laws, and the proposed
scope for the Biomet'’s self-reporting. This repsiréll include a schedule of enhanced compliandgatibns already undertaken by the Biome
for the Department’s approval, and the Biomet'$-ssgborting shall include measures taken to impleintiee enhanced compliance obligations.
The Biomet may extend the time period for issuasfabe report with prior written approval of the ftment. At such time as the Departmen
approves the schedule of enhanced compliance tibligathe Monitorship shall be terminated andBiemet will self-report to the

Department on its enhanced compliance obligationghie remainder of the term of the Agreement,eseidbed in Paragraph 12 of the
Agreement.

9. In undertaking the assessments and reviewsideddn Paragraphs 4 through 8 of this AgreeméetMonitor shall formulate
conclusions based on, among other things: (a) aigpeof relevant documents, including Biomet'sremt anti-corruption policies and
procedures; (b) on-site observation of selectetbsys and procedures of Biomet at sample sitesydimalj internal controls and record-keeping
and internal audit procedures; (¢) meetings witld, imterviews of, relevant employees, officersediors and other persons at mutually
convenient times and places; and (d) analysesiestatid testing of Biomet’'s compliance program wétspect to the anticorruption laws.

10. Should the Monitor, during the course of hisier engagement, discover that questionable ougbpayments or questionable or
corrupt transfers of property or interests may Hasen offered, promised, paid or authorized byeattity or person within Biomet, or any
entity or person working directly or indirectly fBiomet, either (a) after the date on which thigeenent is accepted by the Court or (b) that
have not been adequately dealt with by Biomet éctiltely, “improper activities”)the Monitor shall promptly report such improperates to
Biomet's General Counsel for further action. If the Monbelieves that any improper activity or activitiealy constitute a significant violati
of law, the Monitor shall also report such impropetivity to the Department. The Monitor shall diise improper activities in his or her
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discretion directly to the Department, and notht General Counsel, only if the Monitor believest ttisclosure to Biomet's General Counsel
would be inappropriate under the circumstances,jrasdch case should disclose the improper a@iiid Biomet's General Counsel as
promptly and completely as the Monitor deems appatg under the circumstances. The Monitor shalresk in his or her reports the
appropriateness of Biomet's response to all impragévities, whether previously disclosed to thep@rtment or not. Further, in the event that
Biomet, or any entity or person working directlyiodirectly within Biomet, refuses to provide infoation necessary for the performance o
Monitor’s responsibilities, if the Monitor believéisat such refusal is without just cause, the Mwrshall disclose that fact to the Department.
Biomet shall not take any action to retaliate agigihe Monitor for any such disclosures or for atiyer reason. The Monitor may report any
criminal or regulatory violations by Biomet or aother entity discovered in the course of perfornfilgyor her duties in the same manner as
described above.

11. At least annually, and more frequently if aprate, representatives from Biomet and the Depamtrwill meet together to discuss
monitorship and any suggestions, comments or inggn@nts Biomet may wish to discuss with or proposé 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:

1.
2.

I have reviewed this quarterly report on Forn-Q of Zimmer Biomet Holdings, Inc

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period

covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragigslosure controls and procedures and presenteisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; an

(d) Disclosed in this report any change in thesignt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affettie registrans internal control ove
financial reporting; an

The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registre’s auditors and the audit committee of the regit's board of directors

(&) All significant deficiencies and material weakses in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a simifiole in the registrant’s
internal control over financial reportin

Date: August 10, 2015

/s/ David C. Dvoral

David C. Dvorak
President and Chief Executive Offic
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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

[, Daniel P. Florin, certify that:

1.
2.

I have reviewed this quarterly report on Forn-Q of Zimmer Biomet Holdings, Inc

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period

covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragigslosure controls and procedures and presenteisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; an

(d) Disclosed in this report any change in thesignt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affettie registrans internal control ove
financial reporting; an

The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registre’s auditors and the audit committee of the regit's board of directors

(&) All significant deficiencies and material weakses in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a simifiole in the registrant’s
internal control over financial reportin

Date: August 10, 2015

/s/ Daniel P. Florir

Daniel P. Florir
Senior Vice President and Chief Financial Offi
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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 ZimmeaomBet Holdings, Inc. (the “Company”) on Form 10-@ the period ending June 30, 2015
as filed with the Securities and Exchange Commissiothe date hereof (the “Reportgach of the undersigned certify, pursuant to 18CIL.§
1350, as adopted pursuant to § 906 of the Sarb@rkesy- Act of 2002, that:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) The information contained in the Report faphgsents, in all material respects, the finana@aldition and results of operations of
the Company

/s/ David C. Dvoral

David C. Dvorak

President and Chief Executive Offic
August 10, 201!

/s/ Daniel P. Florir

Daniel P. Florir

Senior Vice President and Chief Financial Offi
August 10, 201!
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