
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q
Quarterly Report Under Section 13 or 15(d) of the

Securities Exchange Act of 1934

FOR THE QUARTER ENDED JUNE 30, 2014

COMMISSION FILE NUMBER 001-6351

ELI LILLY AND COMPANY
(Exact name of Registrant as specified in its charter)

INDIANA  35-0470950
(State or other jurisdiction of  (I.R.S. Employer
incorporation or organization)  Identification No.)

LILLY CORPORATE CENTER, INDIANAPOLIS, INDIANA 46285
(Address of principal executive offices)

Registrant’s telephone number, including area code (317) 276-2000

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months and (2) has been subject to such filing requirements for the past 90 days.

Yes ☒ No o

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of a “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filer  ☒   Accelerated filer  o  Non-accelerated filer o   Smaller reporting Company o
         
     (Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes o No ☒

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).

Yes ☒ No o

The number of shares of common stock outstanding as of July 21, 2014:
 

Class  Number of Shares Outstanding

Common  1,117,308,330



Forward-Looking Statements
This Quarterly Report on Form 10-Q includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934 (Exchange Act). Forward-looking statements include all statements that do not relate
solely to historical or current facts, and can generally be identified by the use of words such as “may,” “believe,” “will,” “expect,” “project,”
“estimate,” “intend,” “anticipate,” “plan,” “continue” or similar expressions.

In particular, information appearing under “Management's Discussion and Analysis of Financial Condition and Results of Operations” includes
forward-looking statements. Forward-looking statements inherently involve many risks and uncertainties that could cause actual results to differ
materially from those projected in these statements. Where, in any forward-looking statement, we ("Lilly" or the "company") express an
expectation or belief as to future results or events, it is based on management's current plans and expectations, expressed in good faith and
believed to have a reasonable basis. However, we can give no assurance that any such expectation or belief will result or will be achieved or
accomplished.

More information on factors that could cause actual results or events to differ materially from those anticipated is included from time to time in
our reports filed with the Securities and Exchange Commission (SEC), including our Annual Report on Form 10-K for the year ended December
31, 2013, and our Quarterly Report on Form 10-Q for the period ended March 31, 2014, particularly under the captions “Forward-Looking
Statements” and “Risk Factors.”

All forward-looking statements speak only as of the date of this report and are expressly qualified in their entirety by the cautionary statements
included in or incorporated by reference into this report. Except as is required by law, we expressly disclaim any obligation to publicly release
any revisions to forward-looking statements to reflect events after the date of this report.
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PART I. Financial Information

Item 1. Financial Statements

Consolidated Condensed Statements of Operations
(Unaudited)

ELI LILLY AND COMPANY AND SUBSIDIARIES
(Dollars and shares in millions, except per-share data)

 

 
Three Months Ended

June 30,  
Six Months Ended 

June 30,

 2014  2013  2014  2013

Revenue $ 4,935.6  $ 5,929.7  $ 9,618.7  $ 11,531.7
Cost of sales 1,189.7  1,165.2  2,412.4  2,323.5
Research and development 1,195.4  1,330.4  2,304.7  2,678.5
Marketing, selling, and administrative 1,663.9  1,867.6  3,148.8  3,519.6
Asset impairment, restructuring, and other special charges (Note 5) —  63.5  31.4  85.2
Other–net, (income) expense (Note 13) (53.8)  (11.9)  (109.8)  (541.1)
 3,995.2  4,414.8  7,787.5  8,065.7

Income before income taxes 940.4  1,514.9  1,831.2  3,466.0
Income taxes (Note 9) 206.9  308.7  369.8  711.8

Net income $ 733.5  $ 1,206.2  $ 1,461.4  $ 2,754.2

        

Basic earnings per share:        
Weighted-average number of common shares outstanding,
including incremental shares 1,071.7  1,080.2  1,072.3  1,084.1

Basic earnings per share $ 0.68  $ 1.12  $ 1.36  $ 2.54

Diluted earnings per share:        
Weighted-average number of common shares outstanding,
including incremental shares and stock options 1,076.4  1,084.0  1,076.4  1,087.9

Diluted earnings per share $ 0.68  $ 1.11  $ 1.36  $ 2.53

        

Dividends paid per share $ 0.49  $ 0.49  $ 0.98  $ 0.98

See Notes to Consolidated Condensed Financial Statements.
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Consolidated Condensed Statements of Comprehensive Income
(Unaudited)

ELI LILLY AND COMPANY AND SUBSIDIARIES
(Dollars in millions)

 

 
Three Months Ended

June 30,  
Six Months Ended 

June 30,

 2014  2013  2014  2013

Net income $ 733.5  $ 1,206.2  $ 1,461.4  $ 2,754.2
Other comprehensive income (loss), net of tax (Note 12) 22.0  65.7  67.4  (151.6)

Comprehensive income $ 755.5  $ 1,271.9  $ 1,528.8  $ 2,602.6

See Notes to Consolidated Condensed Financial Statements.
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Consolidated Condensed Balance Sheets
ELI LILLY AND COMPANY AND SUBSIDIARIES

(Dollars in millions)

 June 30, 2014  December 31, 2013

Assets (Unaudited)   

Current Assets    
Cash and cash equivalents (Note 6) $ 3,765.7  $ 3,830.2
Short-term investments (Note 6) 1,360.8  1,567.1

Accounts receivable, net of allowances for doubtful accounts
of $59.4 (2014) and $62.2 (2013) 3,187.9  3,434.4

Other receivables 566.2  588.4
Inventories 3,190.3  2,928.8
Prepaid expenses and other 1,085.8  755.8

Total current assets 13,156.7  13,104.7
Other Assets    

Investments (Note 6) 6,649.7  7,624.9
Goodwill and other intangibles, net (Notes 3 and 4) 4,670.1  4,331.1
Sundry 2,441.0  2,212.5

Total other assets 13,760.8  14,168.5
Property and Equipment    

Land, buildings, equipment, and construction in progress 16,113.6  15,646.7
Accumulated depreciation (8,012.7)  (7,671.2)

Property and equipment, net 8,100.9  7,975.5

Total assets $ 35,018.4  $ 35,248.7

Liabilities and Equity    
Current Liabilities    

Short-term borrowings and current maturities of long-term debt $ 10.3  $ 1,012.6
Accounts payable 1,124.6  1,119.3
Employee compensation 633.4  943.9
Sales rebates and discounts 1,875.7  1,941.7
Dividends payable 524.1  523.5
Income taxes payable 168.6  254.4
Deferred income taxes 1,044.4  792.8
Other current liabilities 2,036.3  2,328.4

Total current liabilities 7,417.4  8,916.6
Other Liabilities    

Long-term debt 5,301.0  4,200.3
Accrued retirement benefits (Note 10) 1,528.5  1,549.4
Long-term income taxes payable 940.1  1,078.7
Other noncurrent liabilities 1,836.6  1,863.0

Total other liabilities 9,606.2  8,691.4
Commitments and Contingencies (Note 11)    
Eli Lilly and Company Shareholders’ Equity (Notes 7 and 8)    

Common stock 699.0  698.5
Additional paid-in capital 5,120.3  5,050.0
Retained earnings 17,204.3  16,992.4
Employee benefit trust (3,013.2)  (3,013.2)
Accumulated other comprehensive loss (Note 12) (1,935.3)  (2,002.7)
Cost of common stock in treasury (91.4)  (93.6)

Total Eli Lilly and Company shareholders’ equity 17,983.7  17,631.4
Noncontrolling interests 11.1  9.3

Total equity 17,994.8  17,640.7

Total liabilities and equity $ 35,018.4  $ 35,248.7
See Notes to Consolidated Condensed Financial Statements.
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Consolidated Condensed Statements of Cash Flows
(Unaudited)

ELI LILLY AND COMPANY AND SUBSIDIARIES
(Dollars in millions)

 

 Six Months Ended
 June 30,

 2014  2013

Cash Flows from Operating Activities  
Net income $ 1,461.4  $ 2,754.2
Adjustments to Reconcile Net Income to Cash Flows from Operating Activities:    

Depreciation and amortization 697.2  745.4
Change in deferred income taxes 121.2  198.9
Stock-based compensation expense 76.9  68.8
Net realized investment gains (82.0)  (30.6)
Income related to termination of the exenatide collaboration (Note 4) —  (495.4)
Other changes in operating assets and liabilities, net of acquisitions and divestitures (1,021.3)  (1,271.5)
Other operating activities, net 72.8  46.8

Net Cash Provided by Operating Activities 1,326.2  2,016.6

Cash Flows from Investing Activities    
Net purchases of property and equipment (456.9)  (294.3)
Proceeds from sales and maturities of short-term investments 1,889.7  1,981.9
Purchases of short-term investments (804.5)  (515.6)
Proceeds from sales of noncurrent investments 5,540.1  5,463.2
Purchases of noncurrent investments (5,594.7)  (6,476.1)
Cash paid for acquisitions, net of cash acquired (551.4)  —
Purchase of product rights (71.3)  —
Other investing activities, net (31.5)  (55.7)

Net Cash (Used for) Provided by Investing Activities (80.5)  103.4

Cash Flows from Financing Activities    
Dividends paid (1,051.0)  (1,064.1)
Net change in short term borrowings 2.3  —
Proceeds from issuance of long-term debt 992.9  —
Repayment of long-term debt (1,033.8)  (1.7)
Purchases of common stock (200.0)  (1,198.1)

Other financing activities, net (8.0)  —

Net Cash Used for Financing Activities (1,297.6)  (2,263.9)

Effect of exchange rate changes on cash and cash equivalents (12.6)  (88.4)
    

Net decrease in cash and cash equivalents (64.5)  (232.3)

Cash and cash equivalents at January 1 3,830.2  4,018.8

Cash and Cash Equivalents at June 30 $ 3,765.7  $ 3,786.5

See Notes to Consolidated Condensed Financial Statements
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Notes to Consolidated Condensed Financial Statements
(Tables present dollars in millions, except per-share data)

Note 1: Basis of Presentation

We have prepared the accompanying unaudited consolidated condensed financial statements in accordance with the requirements of Form 10-
Q and, therefore, they do not include all information and footnotes necessary for a fair presentation of financial position, results of operations,
and cash flows in conformity with accounting principles generally accepted in the United States (GAAP). In our opinion, the financial statements
reflect all adjustments (including those that are normal and recurring) that are necessary for a fair presentation of the results of operations for
the periods shown. In preparing financial statements in conformity with GAAP, we must make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues, expenses, and related disclosures at the date of the financial statements and during the
reporting period. Actual results could differ from those estimates.

The information included in this Quarterly Report on Form 10-Q should be read in conjunction with our consolidated financial statements and
accompanying notes included in our Annual Report on Form 10-K for the year ended December 31, 2013. We issued our financial statements
by filing with the SEC and have evaluated subsequent events up to the time of the filing.

Certain reclassifications have been made to prior periods in the consolidated condensed financial statements and accompanying notes to
conform with the current presentation.

All per-share amounts, unless otherwise noted in the footnotes, are presented on a diluted basis, that is, based on the weighted-average
number of outstanding common shares plus the effect of dilutive stock options and other incremental shares.

Note 2: Implementation of New Financial Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB) issued a final standard on revenue recognition. Under the new standard, an
entity should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration
to which the entity expects to be entitled in exchange for those goods or services. In order to do so, an entity would follow the five-step process
for in-scope transactions: 1) identify the contract with a customer, 2) identify the separate performance obligations in the contract, 3) determine
the transaction price, 4) allocate the transaction price to the separate performance obligations in the contract, and 5) recognize revenue when
(or as) the entity satisfies a performance obligation. For public entities, the provisions of the new standard are effective for annual reporting
periods beginning after December 15, 2016 and early adoption is not permitted. An entity can apply the new revenue standard retrospectively
to each prior reporting period presented or retrospectively with the cumulative effect of initially applying the standard recognized at the date of
initial application in retained earnings. We are in the process of determining our approach to the adoption of this new revenue recognition
standard, as well as the anticipated impact to our consolidated condensed financial statements.

In July 2013, the FASB issued a clarification regarding the presentation of an unrecognized tax benefit related to a net operating loss
carryforward, a similar tax loss, or a tax credit carryforward. Under this new standard, the liability related to an unrecognized tax benefit, or a
portion thereof, should be presented in the financial statements as a reduction to a deferred tax asset if available under the tax law of the
applicable jurisdiction to settle any additional income taxes that would result from the disallowance of a tax position. Otherwise, the
unrecognized tax benefit should be presented in the financial statements as a separate liability. The assessment is based on the unrecognized
tax benefit and deferred tax asset that exist at the reporting date. The provisions of the new standard are effective on a prospective basis
beginning in 2014 for annual and interim reporting periods. Adoption of this standard in the first quarter of 2014 resulted in an immaterial impact
to our consolidated condensed balance sheet and did not affect our consolidated condensed statements of operations.

Note 3: Acquisitions

In April 2014, we announced an agreement to acquire Novartis Animal Health in an all-cash transaction for approximately $5.4 billion. Novartis
Animal Health has a global commercial presence in both the companion and food animal markets. Under the terms of the agreement, we will
acquire manufacturing sites, research and development facilities, a global commercial infrastructure and portfolio of products, a pipeline of
projects in development, and employees. The transaction is expected to close by the end of the first quarter of 2015, subject to
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clearance under the Hart-Scott-Rodino Antitrust Improvements Act, similar requirements outside the U.S., and other customary closing
conditions.

On April 30, 2014, we acquired Lohmann SE (Lohmann Animal Health), a privately-held company headquartered in Cuxhaven, Germany,
through a stock purchase for a total purchase price of $591.2 million, comprised of $551.4 million of net cash plus $39.8 million of assumed
debt. Lohmann Animal Health is a global leader in poultry vaccines. As part of this transaction, we acquired the rights to a range of vaccines,
commercial capabilities, and manufacturing sites in Germany and the United States. This acquisition was accounted for as a business
combination under the acquisition method of accounting. The assets acquired and liabilities assumed were recorded at their respective fair
values as of the acquisition date in our consolidated condensed financial statements. The determination of estimated fair value required
management to make significant estimates and assumptions. The excess of the purchase price over the fair value of the acquired net assets
has been recorded as goodwill. The results of operations of this acquisition are included in our consolidated condensed financial statements
from the date of acquisition. The acquisition is not material to our consolidated condensed financial statements. In connection with this
acquisition, we preliminarily recorded $287.7 million of marketed product assets, $89.8 million of property and equipment, $234.8 million of
goodwill, and $106.2 million of deferred tax liability, with $85.1 million of other net assets. The final determination may result in asset and
liability fair values that differ from the preliminary estimates, but it is not expected that these differences will be material to our consolidated
condensed financial statements. Goodwill associated with this acquisition is not deductible for tax purposes.

Note 4: Collaborations and Other Arrangements

We often enter into collaborative and other similar arrangements to develop and commercialize drug candidates. Collaborative activities may
include research and development, marketing and selling (including promotional activities and physician detailing), manufacturing, and
distribution. These arrangements often require milestone and royalty or profit-share payments, contingent upon the occurrence of certain future
events linked to the success of the asset in development, as well as expense reimbursements or payments to the collaboration partner.
Elements within a collaboration are separated into individual units of accounting if they have standalone value from other elements within the
arrangement. In these situations, the arrangement consideration is allocated to the elements on a relative selling price basis. Revenues related
to products we sell pursuant to these arrangements are included in net product sales, while other sources of revenue (e.g., royalties and profit-
sharing due from our partner) are included in collaboration and other revenue. We recognized collaboration and other revenue of $208.7 million
and $169.8 million for the three months ended June 30, 2014 and 2013, respectively, and $389.9 million and $323.3 million for the six months
ended June 30, 2014 and 2013, respectively. Operating expenses for costs incurred pursuant to these arrangements are reported in their
respective expense line item, net of any payments due to or reimbursements due from our collaboration partners, with such reimbursements
being recognized at the time the party becomes obligated to pay. Each collaboration is unique in nature, and our more significant arrangements
are discussed below.

Diabetes Collaboration

We and Boehringer Ingelheim have a global agreement to jointly develop and commercialize a portfolio of diabetes compounds. Currently, the
compounds included in the collaboration are Boehringer Ingelheim’s two oral diabetes agents, linagliptin and empagliflozin, and our new insulin
glargine product. The agreement also provided Boehringer Ingelheim with the ability to opt in to the Phase III development and potential
commercialization of our anti-TGF-beta monoclonal antibody. However, we made the decision in April 2014 to discontinue our development of
the anti-TGF-beta monoclonal antibody, which had been in Phase II clinical testing.

Linagliptin was approved in 2011 and launched in the U.S. (trade name Tradjenta®), Japan (trade name Trazenta™), certain countries in
Europe (trade name Trajenta®), and other countries. The new insulin glargine product has been submitted to regulatory authorities in the U.S.,
Europe, and Japan. Empagliflozin (trade name Jardiance®) was approved in Europe in May 2014, and has been submitted to regulatory
authorities in the U.S. and Japan. In June 2014, we and Boehringer Ingelheim announced the resubmission of a New Drug Application (NDA)
for empagliflozin in the United States. This is a Class 1 resubmission under U.S. Food and Drug Administration (FDA) regulations and is the
next step in pursuing approval of empagliflozin following resolution of deficiencies previously observed by the FDA in the Boehringer Ingelheim
facility where empagliflozin will be manufactured. The FDA did not ask for any new clinical trials to support the approval of the application.

In connection with the approval of linagliptin in the U.S., Japan, and Europe, we paid $478.7 million in success-based regulatory milestones, all
of which were capitalized as intangible assets and are being amortized to cost of sales. In connection with the approval of empagliflozin in
Europe, we paid a success-based regulatory milestone of
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$61.2 million, which was capitalized as an intangible asset and will be amortized to cost of sales. We incurred milestone-related expenses of
$97.2 million in connection with regulatory submissions for empagliflozin in the U.S., Europe, and Japan during 2013. These regulatory
submission milestones were recorded as research and development expenses. We may also pay up to 180.0 million euro in additional
success-based regulatory milestones for empagliflozin.

During 2013, we earned $50.0 million in milestones for the regulatory submissions of our new insulin glargine product in the U.S., Europe, and
Japan. These submission milestones were recorded as income in other–net, (income) expense. In the future, we will be eligible to receive up to
$250.0 million in success-based regulatory milestones on our new insulin glargine product.

The companies share ongoing development costs equally. The companies also share in the commercialization costs and gross margin for any
product resulting from the collaboration that receives regulatory approval. We record our portion of the gross margin as collaboration and other
revenue, and we record our portion of the commercialization costs as marketing, selling, and administrative expense. Each company will also
be entitled to potential performance payments on sales of the molecules they contribute to the collaboration. Our revenue related to Trajenta
was $90.3 million and $54.8 million for the three months ended June 30, 2014 and 2013, respectively, and $167.1 million and $97.4 million for
the six months ended June 30, 2014 and 2013, respectively.

Effient® 

We are in a collaborative arrangement with Daiichi Sankyo Co., Ltd. (Daiichi Sankyo) to develop, market, and promote Effient. We and Daiichi
Sankyo co-promote Effient in certain territories (including the U.S. and five major European markets), while we have exclusive marketing rights
in certain other territories. Daiichi Sankyo has exclusive marketing rights in Japan and certain other territories. The parties share approximately
50/50 in the profits, as well as in the costs of development and marketing in the co-promotion territories. A third party manufactures bulk
product, and we produce the finished product for our exclusive and co-promotion territories. We record product sales in our exclusive and co-
promotion territories. In our exclusive territories, we pay Daiichi Sankyo a royalty specific to these territories. Profit-share payments due to
Daiichi Sankyo are recorded as marketing, selling, and administrative expenses. All royalties due to Daiichi Sankyo and the third-party
manufacturer are recorded in cost of sales. Effient sales were $133.6 million and $137.4 million for the three months ended June 30, 2014 and
2013, respectively, and $252.9 million and $253.2 million for the six months ended June 30, 2014 and 2013, respectively.

Erbitux® 

We have several collaborations with respect to Erbitux. The most significant collaborations are in the U.S., Canada, and Japan (Bristol-Myers
Squibb Company); and worldwide except the U.S. and Canada (Merck KGaA). Upon expiration of the agreements, all of the rights to Erbitux in
the U.S. and Canada return to us and certain rights to Erbitux outside the U.S. and Canada will remain with Merck KGaA (Merck).

The following table summarizes our revenue recognized with respect to Erbitux:

 
Three Months Ended

June 30,  
Six Months Ended 

June 30,

 2014  2013  2014  2013

Net product sales $ 12.4  $ 12.5  $ 25.6  $ 37.7
Collaboration and other revenue 81.1  79.3  158.7  148.9

Total revenue $ 93.5  $ 91.8  $ 184.3  $ 186.6

Bristol-Myers Squibb Company

Pursuant to commercial agreements with Bristol-Myers Squibb Company and E.R. Squibb (collectively, BMS), we are co-developing Erbitux in
the U.S. and Canada with BMS through September 2018, exclusively, and in Japan with BMS and Merck through 2032. Under these
arrangements, Erbitux research and development and other costs are shared by both companies according to a predetermined ratio.

Responsibilities associated with clinical and other ongoing studies are apportioned between the parties under the agreements. Collaborative
reimbursements due to us for supply of clinical trial materials; for research and development; and for a portion of marketing, selling, and
administrative expenses are recorded as a reduction to the respective expense line items on the consolidated condensed statement of
operations. We receive a distribution
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fee in the form of a royalty from BMS, based on a percentage of net sales in the U.S. and Canada, which is recorded in collaboration and other
revenue. Royalties due to third parties are recorded as a reduction of collaboration and other revenue, net of any royalty reimbursements due
from third parties.

We are responsible for the manufacture and supply of all requirements of Erbitux in bulk-form active pharmaceutical ingredient (API) for clinical
and commercial use in the U.S. and Canada, and BMS will purchase all of its requirements of API for commercial use from us, subject to
certain stipulations per the agreement. Sales of Erbitux to BMS for commercial use are reported in net product sales.

Merck KGaA

A development and license agreement grants Merck exclusive rights to market Erbitux outside of the U.S. and Canada, and expires in
December 2018. A separate agreement grants co-exclusive rights among Merck, BMS, and us in Japan and expires in 2032.

Merck manufactures Erbitux for supply in its territory as well as for Japan. We receive a royalty on the sales of Erbitux outside of the U.S. and
Canada, which is included in collaboration and other revenue as earned. Royalties due to third parties are recorded as a reduction of
collaboration and other revenue, net of any royalty reimbursements due from third parties.

Exenatide

In November 2011, we agreed with Amylin Pharmaceuticals, Inc. (Amylin) to terminate our collaborative arrangement for the joint development,
marketing, and selling of Byetta® (exenatide injection) and other forms of exenatide such as Bydureon® (exenatide extended-release for
injectable suspension). Under the terms of the termination agreement, Amylin made a one-time, upfront payment to us of $250.0 million. Amylin
also agreed to make future revenue-sharing payments to us in an amount equal to 15.0 percent of its global net sales of exenatide products
until Amylin made aggregate payments to us of $1.20 billion plus interest, which would accrue at 9.5 percent. Upon completion of the
acquisition of Amylin by Bristol-Myers Squibb Company in August 2012, Amylin's obligation of $1.26 billion, including accrued interest, was paid
in full, with $1.21 billion representing a prepayment of the obligation. We would also receive a $150.0 million milestone payment contingent
upon FDA approval of a once-monthly suspension version of exenatide.

Commercial operations were transferred to Amylin in the U.S. in late-2011. Outside the U.S., we transferred to Amylin exenatide commercial
rights and control in all markets during the first quarter of 2013. We were responsible for certain development costs related to certain clinical
trials outside the U.S. that we were conducting as of the date of the termination agreement as well as commercialization costs outside the U.S.
until the commercial rights were transferred to Amylin.

Payments received from Amylin were allocated 65 percent to the U.S., which was treated as a contract termination, and 35 percent to the
business outside the U.S., which was treated as the disposition of a business. The allocation was based upon relative fair values. The revenue-
sharing income allocated to the U.S. was recognized as collaboration and other revenue, consistent with our policy for royalty revenue, while
the income related to the prepayment of Amylin's obligation allocated to the U.S. was recognized in other–net, (income) expense. All income
allocated to the business outside the U.S. that was transferred during the first quarter of 2013 was recognized as a gain on the disposition of a
business in other–net, (income) expense, net of the goodwill allocated to the business transferred.

Under the terms of our prior arrangement, we reported as net product sales 100 percent of sales outside the U.S. and our sales of Byetta pen
delivery devices to Amylin. We paid Amylin a percentage of the gross margin of exenatide sales outside of the U.S., and these costs were
recorded in cost of sales. This arrangement for the commercial operations outside the U.S. continued until those rights were transferred to
Amylin during the first quarter of 2013.

In accordance with the prior arrangement and pursuant to Amylin’s request, we loaned Amylin $165.0 million in the second quarter of 2011.
This loan and related accrued interest were paid in full in August 2012.

We recognized net product sales of $21.0 million and $85.1 million with respect to exenatide for the three and six months ended June 30, 2013,
respectively. Net product sales of exenatide were insignificant in 2014.

We recognized income of $495.4 million in other-net, (income) expense related to termination of the exenatide collaboration with Amylin during
the first quarter of 2013.
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Solanezumab

We have an agreement with an affiliate of TPG-Axon Capital (TPG) whereby TPG funded a portion of the Phase III development of
solanezumab. Under the agreement, TPG’s obligation to fund solanezumab costs was not material and ended in the first half of 2011. In
exchange for their funding, TPG may receive success-based sales milestones totaling approximately $70 million and mid-single digit royalties
contingent upon the successful development of solanezumab. The royalties would be paid for approximately 10 years after launch of a product.

Baricitinib

We have a worldwide license and collaboration agreement with Incyte Corporation (Incyte) which provides us the development and
commercialization rights to its Janus tyrosine kinase (JAK) inhibitor compound, now known as baricitinib, and certain follow-on compounds, for
the treatment of inflammatory and autoimmune diseases. Incyte has the right to receive tiered, double-digit royalty payments on future global
sales with rates ranging up to 20 percent if the product is successfully commercialized. The agreement provides Incyte with options to co-
develop these compounds on an indication-by-indication basis by funding 30 percent of the associated development costs from the initiation of
a Phase IIb trial through regulatory approval in exchange for increased tiered royalties ranging up to percentages in the high twenties. In 2010,
Incyte exercised its option to co-develop baricitinib in rheumatoid arthritis. The agreement also provides Incyte with an option to co-promote in
the U.S. and calls for payments associated with certain development, success-based regulatory, and sales-based milestones. Upon initiation of
Phase III trials for the treatment of rheumatoid arthritis in the fourth quarter of 2012, we incurred a milestone-related expense of $50.0 million
which was recorded as research and development expense. As of June 30, 2014, Incyte is eligible to receive up to $415.0 million of additional
payments from us contingent upon certain development and success-based regulatory milestones as well as an additional $150.0 million of
potential sales-based milestones.

Tanezumab

In October 2013, we entered into a collaboration agreement with Pfizer Inc. (Pfizer) to jointly develop and globally commercialize tanezumab for
the potential treatment of osteoarthritis pain, chronic low back pain and cancer pain. Tanezumab is currently in Phase III development and is
subject to a partial clinical hold by the FDA pending submission of nonclinical data to the FDA. Under the agreement, the companies share
equally the ongoing development costs and, if successful, in gross margins and certain commercialization expenses. Contingent upon the
parties continuing in the collaboration after receipt of the FDA's response to the submission of the nonclinical data, we will be obligated to pay
an upfront fee of $200.0 million. This payment would be immediately expensed. In addition to this fee, we may pay up to $350.0 million in
success-based regulatory milestones and up to $1.23 billion in a series of sales-based milestones, contingent upon the commercial success of
tanezumab. Both parties have the right to terminate the agreement under certain circumstances.

Summary of Commission and Profit-Share Payments

The aggregate amount of marketing, selling, and administrative expense associated with our commission and profit-sharing obligations for the
collaborations and other arrangements described above was $53.9 million and $55.2 million for the three months ended June 30, 2014 and
2013, respectively, and $101.9 million and $100.4 million for the six months ended June 30, 2014 and 2013, respectively.

Amortization of Intangible Assets

We record, as finite-lived intangible assets, the cost of milestone payments associated with products approved for marketing, as well as the
cost of rights to assets approved for marketing that were acquired in business combinations. We also record finite-lived intangible assets for the
cost of licensed platform technologies that have alternative future uses in research and development; manufacturing technologies; and
customer relationships from business combinations. Amortization expense related to these finite-lived intangibles was $134.1 million and
$145.2 million for the three months ended June 30, 2014 and 2013, respectively, and $265.9 million and $291.3 million for the six months
ended June 30, 2014 and 2013, respectively.

Note 5: Asset Impairment, Restructuring, and Other Special Charges

There were no asset impairment, restructuring, and other special charges recognized in the quarter ended June 30, 2014 compared to $63.5
million during the same period in 2013. For the six months ended June 30, 2014, we recognized $31.4 million of asset impairment,
restructuring, and other special charges compared to $85.2 million during the same period in 2013. The 2014 charges related primarily to costs
for actions taken to reduce our cost
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structure. The 2013 charges related primarily to costs associated with the decision to close a packaging and distribution facility in Germany and
severance costs for actions taken to reduce the company's cost structure.

Note 6: Financial Instruments

Financial instruments that potentially subject us to credit risk consist principally of trade receivables and interest-bearing investments.
Wholesale distributors of life-sciences products account for a substantial portion of trade receivables; collateral is generally not required. The
risk associated with this concentration is mitigated by our ongoing credit-review procedures and insurance. A large portion of our cash is held
by a few major financial institutions. We monitor our exposures with these institutions and do not expect any of these institutions to fail to meet
their obligations. Major financial institutions represent the largest component of our investments in corporate debt securities. In accordance with
documented corporate policies, we monitor the amount of credit exposure to any one financial institution or corporate issuer. We are exposed
to credit-related losses in the event of nonperformance by counterparties to risk-management instruments but do not expect any counterparties
to fail to meet their obligations given their high credit ratings.

Accounting Policy for Risk-Management Instruments

Our derivative activities are initiated within the guidelines of documented corporate risk-management policies and do not create additional risk
because gains and losses on derivative contracts offset losses and gains on the assets, liabilities, and transactions being hedged. As derivative
contracts are initiated, we designate each instrument as either a fair value hedge or a cash flow hedge. Management reviews the correlation
and effectiveness of our derivatives on a quarterly basis.

For derivative contracts that are designated and qualify as fair value hedges, the derivative instrument is marked to market with gains and
losses recognized currently in income to offset the respective losses and gains recognized on the underlying exposure. For derivative contracts
that are designated and qualify as cash flow hedges, the effective portion of gains and losses on these contracts is reported as a component of
accumulated other comprehensive loss and reclassified into earnings in the same period the hedged transaction affects earnings. Hedge
ineffectiveness is immediately recognized in earnings. Derivative contracts that are not designated as hedging instruments are recorded at fair
value with the gain or loss recognized in current earnings during the period of change.

We may enter into foreign currency forward contracts to reduce the effect of fluctuating currency exchange rates (principally the euro, the
British pound, and the Japanese yen). Foreign currency derivatives used for hedging are put in place using the same or like currencies and
duration as the underlying exposures. Forward contracts are principally used to manage exposures arising from subsidiary trade and loan
payables and receivables denominated in foreign currencies. These contracts are recorded at fair value with the gain or loss recognized in
other–net, (income) expense. We may enter into foreign currency forward contracts and currency swaps as fair value hedges of firm
commitments. Forward contracts generally have maturities not exceeding 12 months. At June 30, 2014, we had outstanding foreign currency
forward commitments to purchase 1.12 billion U.S. dollars and sell 819.1 million euro, commitments to purchase 1.13 billion euro and sell 1.53
billion U.S. dollars, commitments to purchase 291.4 million U.S. dollars and sell 29.64 billion Japanese yen, and commitments to purchase
149.4 million British pounds and sell 187.0 million euro, which will all settle within 30 days.

In the normal course of business, our operations are exposed to fluctuations in interest rates which can vary the costs of financing, investing,
and operating. We address a portion of these risks through a controlled program of risk management that includes the use of derivative
financial instruments. The objective of controlling these risks is to limit the impact of fluctuations in interest rates on earnings. Our primary
interest-rate risk exposure results from changes in short-term U.S. dollar interest rates. In an effort to manage interest-rate exposures, we strive
to achieve an acceptable balance between fixed- and floating-rate debt and investment positions and may enter into interest rate swaps or
collars to help maintain that balance.

Interest rate swaps or collars that convert our fixed-rate debt to a floating rate are designated as fair value hedges of the underlying
instruments. Interest rate swaps or collars that convert floating-rate debt to a fixed rate are designated as cash flow hedges. Interest expense
on the debt is adjusted to include the payments made or received under the swap agreements. At June 30, 2014, substantially all of our total
debt is at a fixed rate. We have converted approximately 50 percent of our fixed-rate debt to floating rates through the use of interest rate
swaps.

Investments in debt securities are subject to different interest rate risks based on their maturities. We may manage the average maturity of our
investments in debt securities to achieve economic returns using interest rate contracts,
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none of which are designated as hedging instruments. As of June 30, 2014, the total notional amounts of fixed-interest rate contracts not
designated as hedging instruments were $457.0 million, which will all settle within 9 months.

We may enter into forward contracts and designate them as cash flow hedges to limit the potential volatility of earnings and cash flow
associated with forecasted sales of available-for-sale securities.

We may enter into forward-starting interest rate swaps, which we designate as cash flow hedges, as part of anticipated future debt issuances in
order to reduce the risk of cash flow volatility from future changes in interest rates. Upon completion of a debt issuance and termination of the
swap, the change in fair value of these instruments is recorded as part of other comprehensive income (loss) and is amortized to interest
expense over the life of the debt agreement. As of June 30, 2014, the total notional amounts of forward-starting interest rate contracts in
designated cash flow hedging instruments were $700.0 million, which will all settle within 9 months.

The Effect of Risk-Management Instruments on the Consolidated Condensed Statement of Operations

The following effects of risk-management instruments were recognized in other–net, (income) expense:

 
Three Months Ended

June 30,  
Six Months Ended 

June 30,

 2014  2013  2014  2013

Fair value hedges:        
Effect from hedged fixed-rate debt $ 41.9  $ (144.3)  $ 93.7  $ (213.3)
Effect from interest rate contracts (41.9)  144.3  (93.7)  213.3

Cash flow hedges:        
Effective portion of losses on equity contracts reclassified from

accumulated other comprehensive loss(1) 27.9  —  67.4  —
Effective portion of losses on interest rate contracts reclassified from

accumulated other comprehensive loss 2.2  2.2  4.4  4.4
Net (gains) losses on foreign currency exchange contracts not designated

as hedging instruments 20.9  (7.6)  20.6  (7.5)
Net losses on interest rate contracts not designated as hedging

instruments 1.1  —  1.1  —
1 Realized gains on the sale of the underlying equity securities recognized in other–net, (income) expense for the three and six months ended June 30, 2014 were $57.3 million
and $126.3 million, respectively.

The effective portion of net gains on equity contracts in designated cash flow hedging relationships recorded in other comprehensive income
(loss) was $34.6 million and $10.1 million for the three months ended June 30, 2014 and 2013, respectively, and $120.5 million and $8.9 million
for the six months ended June 30, 2014 and 2013, respectively. During the next six months, we expect to sell the underlying equity securities in
designated cash flow hedging relationships that were outstanding at June 30, 2014, and will reclassify to earnings the accumulated other
comprehensive loss related to the cash flow hedges and the unrealized gains on the underlying equity securities. The unrealized gains are in
excess of the losses on the cash flow hedges.

During the next 12 months, we expect to reclassify from accumulated other comprehensive loss to earnings $9.0 million of pretax net losses on
cash flow hedges of the variability in expected future interest payments on our floating rate debt.

During the six months ended June 30, 2014 and 2013, net losses related to ineffectiveness, as well as net losses related to the portion of our
risk-management hedging instruments, fair value hedges, and cash flow hedges that were excluded from the assessment of effectiveness,
were not material.
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Fair Value of Financial Instruments

The following tables summarize certain fair value information at June 30, 2014 and December 31, 2013 for assets and liabilities measured at
fair value on a recurring basis, as well as the carrying amount and amortized cost of certain other investments: 

     Fair Value Measurements Using   

Description
Carrying
Amount  

Amortized
Cost  

Quoted Prices
in Active

Markets for
Identical
Assets

(Level 1)  

Significant
Other

Observable
Inputs

(Level 2)  

Significant
Unobservable

Inputs
(Level 3)  

Fair
Value

June 30, 2014            

Cash and cash equivalents $ 3,765.7  $ 3,765.7  $ 3,707.3  $ 58.4  $  $ 3,765.7
            
Short-term investments:            

Government-related debt securities:            
U.S. government and agencies $ 125.2  $ 125.2  $ 125.2      $ 125.2
Foreign and other 60.0  60.0    60.0    60.0

Corporate debt securities 1,035.0  1,032.2    1,035.0    1,035.0
Other securities 1.2  1.2    1.2    1.2
Marketable equity 139.4  37.5  139.4      139.4

Short-term investments $ 1,360.8  $ 1,256.1         
            
Noncurrent investments:            

Government-related debt securities:            
U.S. government and agencies $ 804.4  $ 805.5  $ 770.3  $ 34.1  $  $ 804.4
Foreign and other 90.4  90.4    90.4    90.4

Corporate debt securities 4,442.1  4,408.3    4,442.1    4,442.1
Mortgage-backed 368.1  374.1    368.1    368.1
Asset-backed 469.1  471.0    469.1    469.1
Other securities 7.9  8.3    7.9    7.9
Marketable equity 94.6  31.8  94.6      94.6
Equity method and other investments(1) 373.1  373.1         

Noncurrent investments $ 6,649.7  $ 6,562.5         
            
December 31, 2013            

Cash and cash equivalents $ 3,830.2  $ 3,830.2  $ 3,772.6  $ 57.6  $  $ 3,830.2

            
Short-term investments:            

U.S. government and agencies $ 276.4  $ 276.6  $ 276.4  $  $  $ 276.4

Corporate debt securities 931.7  929.8    931.7    931.7

Other securities 2.7  2.7    2.7    2.7

Marketable equity 356.3  75.0  356.3      356.3

Short-term investments $ 1,567.1  $ 1,284.1         
            
Noncurrent investments:            

U.S. government and agencies $ 1,115.6  $ 1,126.1  $ 1,035.6  $ 80.0  $  $ 1,115.6

Corporate debt securities 4,940.5  4,933.7    4,940.5    4,940.5

Mortgage-backed 636.0  652.4    636.0    636.0

Asset-backed 490.0  494.5    490.0    490.0

Other securities 7.3  8.3    7.3    7.3

Marketable equity 81.2  22.8  81.2      81.2

Equity method and other investments(1) 354.3  354.3         

Noncurrent investments $ 7,624.9  $ 7,592.1         

1 Fair value not applicable
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   Fair Value Measurements Using   

Description
Carrying
Amount  

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)  

Significant
Other Observable

Inputs
(Level 2)  

Significant
Unobservable

Inputs
(Level 3)  

Fair
Value

Long-term debt, including current portion          
June 30, 2014 $ (5,311.3)  $  $ (5,671.6)  $  $ (5,671.6)
December 31, 2013 (5,212.9)    (5,490.9)    (5,490.9)
 

   Fair Value Measurements Using   

Description
Carrying
Amount  

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)  

Significant
Other Observable

Inputs
(Level 2)  

Significant
Unobservable

Inputs
(Level 3)  

Fair
Value

June 30, 2014          
Risk-management instruments          

Interest rate contracts designated as hedging
instruments:          

Sundry $ 375.2    $ 375.2    $ 375.2
Other current liabilities (13.5)    (13.5)    (13.5)
Other noncurrent liabilities (0.3)    (0.3)    (0.3)

Interest rate contracts not designated as hedging
instruments:          

Other current liabilities (1.1)    (1.1)    (1.1)
Foreign exchange contracts not designated as

hedging instruments:          
Other receivables 7.5    7.5    7.5
Other current liabilities (6.7)    (6.7)    (6.7)

Equity contracts designated as hedging
instruments:          

Other current liabilities (29.1)    (29.1)    (29.1)
          

December 31, 2013          
Risk-management instruments          

Interest rate contracts designated as hedging
instruments:          

Other receivables 20.1    20.1    20.1
Sundry 278.7    278.7    278.7
Other noncurrent liabilities (0.9)    (0.9)    (0.9)

Foreign exchange contracts not designated as
hedging instruments:          

Other receivables 6.7    6.7    6.7
Other current liabilities (7.1)    (7.1)    (7.1)

Equity contracts designated as hedging
instruments:          

Other current liabilities (149.6)    (149.6)    (149.6)

Risk-management instruments above are disclosed on a gross basis. There are various rights of setoff associated with certain of the risk-
management instruments above that are subject to an enforceable master netting arrangement or similar agreements. Although various rights
of setoff and master netting arrangements or similar agreements may exist with the individual counterparties to the risk-management
instruments above, individually, these financial rights are not material.
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We determine fair values based on a market approach using quoted market values, significant other observable inputs for identical or
comparable assets or liabilities, or discounted cash flow analyses. The fair value of equity method investments and other investments is not
readily available.

In February 2014, we issued $600.0 million of 1.95% and $400.0 million of 4.65% fixed-rate notes with interest to be paid semi-annually and
maturity dates of March 15, 2019, and June 15, 2044, respectively. Current maturities of long-term debt of $1.00 billion were repaid in March
2014.

The table below summarizes the contractual maturities of our investments in debt securities measured at fair value as of June 30, 2014:

 Maturities by Period

  Total  
Less Than

1 Year  
2-5

Years  
6-10

Years  
More Than
10 Years

Fair value of debt securities $ 7,403.4  $ 1,221.4  $ 5,449.6  $ 334.2  $ 398.2

A summary of the fair value of available-for-sale securities in an unrealized gain or loss position and the amount of unrealized gains and losses
(pretax) in accumulated other comprehensive loss follows: 

 June 30, 2014  December 31, 2013

Unrealized gross gains $ 206.8  $ 375.6
Unrealized gross losses 14.9  59.8
Fair value of securities in an unrealized gain position 5,422.5  4,982.7
Fair value of securities in an unrealized loss position 1,771.6  3,664.7

Other-than-temporary impairment losses on investment securities of $7.4 million were recognized in the consolidated condensed statement of
operations for the three and six months ended June 30, 2014. Other-than-temporary impairment losses on investment securities of $5.2 million
were recognized in the consolidated condensed statement of operations for the six months ended June 30, 2013. No charges were recognized
during the second quarter of 2013. For fixed-income securities, the amount of credit losses represents the difference between the present value
of cash flows expected to be collected on these securities and the amortized cost. Factors considered in assessing the credit loss were the
position in the capital structure, vintage and amount of collateral, delinquency rates, current credit support, and geographic concentration.

The securities in an unrealized loss position include fixed-rate debt securities of varying maturities. The value of fixed-income securities is
sensitive to changes in the yield curve and other market conditions. Approximately 85 percent of the securities in a loss position are
investment-grade debt securities. At this time, there is no indication of default on interest or principal payments for debt securities other than
those for which an other-than-temporary impairment charge has been recorded. We do not intend to sell, and it is not more likely than not that
we will be required to sell, the securities in a loss position before the market values recover or the underlying cash flows have been received,
and we have concluded that no additional other-than-temporary loss is required to be charged to earnings as of June 30, 2014.

Activity related to our investment portfolio, substantially all of which related to available-for-sale securities, was as follows: 

 
Three Months Ended

June 30,  
Six Months Ended 

June 30,

 2014  2013  2014  2013

Proceeds from sales $ 3,447.0  $ 3,587.6  $ 7,189.2  $ 6,939.7
Realized gross gains on sales 84.8  28.2  164.6  38.2
Realized gross losses on sales 11.1  5.4  15.1  7.9

Realized gains and losses on sales of investments are computed based upon specific identification of the initial cost adjusted for any other-
than-temporary declines in fair value that were recorded in earnings.
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Note 7: Stock-Based Compensation

Our stock-based compensation expense consists of performance awards (PAs), shareholder value awards (SVAs), and restricted stock units
(RSUs). We recognized pretax stock-based compensation expense of $38.6 million and $33.7 million for the three months ended June 30,
2014 and 2013, respectively, and $76.9 million and $68.8 million for the six months ended June 30, 2014 and 2013, respectively.

PAs are granted to officers and management and are payable in shares of our common stock. The number of PA shares actually issued, if any,
varies depending on the achievement of certain pre-established earnings-per-share targets over a two-year period. PA shares are accounted
for at fair value based upon the closing stock price on the date of grant and fully vest at the end of the measurement periods. As of June 30,
2014, the total remaining unrecognized compensation cost related to nonvested PAs was $39.9 million, which will be amortized over the
weighted-average remaining requisite service period of 15 months.

SVAs are granted to officers and management and are payable in shares of common stock at the end of a three-year period. The number of
shares actually issued, if any, varies depending on our stock price at the end of the three-year vesting period compared to pre-established
target stock prices. We measure the fair value of the SVA unit on the grant date using a Monte Carlo simulation model. The model utilizes
multiple input variables that determine the probability of satisfying the market condition stipulated in the award grant and calculates the fair
value of the award. As of June 30, 2014, the total remaining unrecognized compensation cost related to nonvested SVAs was $81.5 million,
which will be amortized over the weighted-average remaining requisite service period of 24 months.

RSUs are granted to certain employees and are payable in shares of our common stock. RSU shares are accounted for at fair value based
upon the closing stock price on the date of grant. The corresponding expense is amortized over the vesting period, typically three years. As of
June 30, 2014, the total remaining unrecognized compensation cost related to nonvested RSUs was $89.7 million, which will be amortized over
the weighted-average remaining requisite service period of 25 months.

Note 8: Shareholders’ Equity

During the six months ended June 30, 2014, we purchased $200.0 million of shares associated with our previously announced $5.00 billion
share repurchase program. During the six months ended June 30, 2013, we purchased the remaining $1.10 billion of shares associated with
our $1.50 billion share repurchase program.

Note 9: Income Taxes

The U.S. examinations related to tax years 2010-2012 commenced during the fourth quarter of 2013. Because the examination of tax years
2010-2012 is still in the early stages, the resolution of matters in this audit period will likely extend beyond the next 12 months.
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Note 10: Retirement Benefits

Net pension and retiree health benefit expense included the following components:

 Defined Benefit Pension Plans

 
Three Months Ended

June 30,  
Six Months Ended 

June 30,

 2014  2013  2014  2013

Components of net periodic benefit cost:        
Service cost $ 67.6  $ 71.1  $ 130.3  $ 140.8
Interest cost 118.0  108.9  237.2  218.3
Expected return on plan assets (189.1)  (174.8)  (378.4)  (349.7)
Amortization of prior service cost 0.9  2.6  1.8 — 5.2
Recognized actuarial loss 69.4  99.2  138.5  195.2

Net periodic benefit cost $ 66.8  $ 107.0  $ 129.4  $ 209.8

 Retiree Health Benefit Plans

 
Three Months Ended

June 30,  
Six Months Ended 

June 30,

 2014  2013  2014  2013

Components of net periodic benefit (income) cost:        
Service cost $ 11.7  $ 15.1  $ 23.0  $ 30.2
Interest cost 22.6  23.3  43.8  46.7
Expected return on plan assets (35.9)  (32.7)  (71.9)  (65.5)
Amortization of prior service benefit (7.3)  (5.9)  (14.6)  (12.8)
Recognized actuarial loss 5.0  23.2  10.1  46.2

Net periodic benefit (income) cost $ (3.9)  $ 23.0  $ (9.6)  $ 44.8

Contributions to our global defined benefit pension and post-retirement health benefit plans to satisfy minimum funding requirements as well as
additional discretionary funding in the aggregate were not material during the six months ended June 30, 2014, and are not expected to be
material for the remainder of 2014.

Note 11: Contingencies

We are a party to various legal actions and government investigations. The most significant of these are described below. It is not possible to
determine the outcome of these matters and we cannot reasonably estimate the maximum potential exposure or the range of possible loss in
excess of amounts accrued for any of these matters; however, we believe that, except as noted below with respect to the Alimta® patent
litigation and administrative proceedings, the resolution of all such matters will not have a material adverse effect on our consolidated financial
position or liquidity, but could possibly be material to our consolidated results of operations in any one accounting period.

Alimta Patent Litigation and Administrative Proceedings
A number of generic manufacturers are seeking approvals in various countries to market generic forms of Alimta prior to the expiration of our
vitamin dosage regimen patents, alleging that those patents are invalid, not infringed, or both. We believe our Alimta vitamin dosage patents
are valid and enforceable against these generic manufacturers and we expect to prevail in these proceedings. However, it is not possible to
determine the ultimate outcome of the proceedings, and accordingly, we can provide no assurance that we will prevail. An unfavorable outcome
could have a material adverse impact on our future consolidated results of operations, liquidity, and financial position. We expect a loss of
exclusivity for Alimta would result in a rapid and severe decline in future revenues in the relevant market.

U.S. Patent Litigation

We are engaged in various U.S. patent litigation matters involving Alimta brought pursuant to procedures set out in the Drug Price Competition
and Patent Term Restoration Act of 1984 (the Hatch-Waxman Act). Teva Parenteral
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Medicines, Inc. (Teva); APP Pharmaceuticals, LLC (APP); Barr Laboratories, Inc. (Barr); Pliva Hrvatska D.O.O. (Pliva); Accord Healthcare Inc.
(Accord), Apotex Inc. (Apotex), Sun Pharmaceutical Industries, Ltd. (Sun); Sun Pharma Global FZE (Sun Global); and Glenmark Generics Inc.,
USA (Glenmark) each submitted Abbreviated New Drug Applications (ANDAs) seeking approval to market generic versions of Alimta prior to
the expiration of our vitamin dosage regimen patent (expiring in 2021 plus pediatric exclusivity expiring in 2022) and alleging the patent is
invalid.

In October 2010, we filed a lawsuit in the U.S. District Court for the Southern District of Indiana against Teva, APP, Pliva, and Barr seeking
rulings that the U.S. vitamin dosage regimen patent is valid and infringed. Teva and APP stipulated to infringement of our vitamin dosage
regimen patent, with the contingency that Teva and APP would be permitted to litigate the issue of infringement if the U.S. Supreme Court
vacated an en banc decision of the Federal Circuit that dealt with the issues of liability related to infringement (Akamai v. Limelight Networks).
Thus, the sole issue before the district court was to determine the issue of patent validity.

Trial in this case occurred in August 2013. In March 2014, the court ruled that the asserted claims of the vitamin dosage patent are valid. The
defendants filed their notice of appeal in April 2014. In January 2012 and April 2012, we filed similar lawsuits in the same court against Accord
and Apotex, respectively. We filed a second lawsuit against Accord in February 2013. The Accord and Apotex cases have been consolidated
and stayed by the court and the parties have agreed to be bound by the outcome of the Teva/APP litigation. In September 2013, we filed a
similar lawsuit in the same court against Sun and Sun Global seeking a ruling that our patent is valid and infringed. This case has been stayed,
and we and Sun have agreed to be bound by the outcome of the Teva/APP litigation. In January 2014, we filed a similar lawsuit in the same
court against Glenmark seeking a ruling that our patent is valid and infringed. That case was amended in March 2014 to add two related
Glenmark companies. This case has been stayed, and Lilly and Glenmark have agreed to be bound by the outcome of the Teva/APP litigation. 

In June of 2014, the U.S. Supreme Court vacated the Akamai decision. In July of 2014, the court of appeals entered an order remanding the
case back to the district court to consider the issue of infringement. Further proceedings on the merits of the issue of infringement have not yet
been scheduled.

European Patent Litigation and Administrative Proceedings

Generic manufacturers filed an opposition to the European Patent Office's decision to grant us a vitamin dosage regimen patent. The
Opposition Division of the European Patent Office upheld the patent and the generic manufacturers lodged an appeal. In addition, in the UK,
Actavis Group ehf and other Actavis companies filed litigation asking for a declaratory judgment that commercialization of certain salt forms of
pemetrexed (the active ingredient in Alimta) would not infringe the vitamin dosage regimen patents in the UK, Italy, France, Germany, and
Spain. This trial occurred in April 2014. In May 2014, the court ruled that the vitamin dosage patents for Alimta would not be infringed by the
defendants' commercialization of alternative salt forms of pemetrexed, after expiration of the compound patents in 2015. We filed a motion to
appeal the court's ruling in June 2014.

We commenced separate infringement proceedings against certain Actavis companies in Germany. The German case was heard by the trial
court in March 2014. In April 2014, the German trial court ruled in our favor. The defendants filed their notice of appeal in May 2014.

Japanese Administrative Proceedings

We were notified in March 2014 that one generic manufacturer, Sawai Pharmaceutical Company Limited, has filed a demand for invalidation of
the vitamin dosage regimen patent with the Japanese Patent Office. We are in the process of answering the demand.  

Actos® Product Liability Litigation

We are named along with Takeda Chemical Industries, Ltd., and Takeda affiliates as a defendant in approximately 4,200 product liability cases
in the U.S. related to the diabetes medication Actos, which we co-promoted with Takeda in the U.S. from 1999 until September 2006. Our
agreement with Takeda calls for Takeda to defend and indemnify us against our losses and expenses with respect to the U.S. product liability
litigation and other related expenses in accordance with the terms of the agreement.  

In general, plaintiffs in these actions allege that Actos caused or contributed to their bladder cancer. Almost all of the active cases have been
consolidated in federal multi-district litigation in the Western District of Louisiana or are pending in a coordinated state court proceeding in
California or a coordinated state court proceeding in Illinois. We believe these lawsuits are without merit, and we and Takeda are prepared to
defend against them vigorously.  
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On April 7, 2014, a jury in the Western District of Louisiana found in favor of the plaintiffs in the case of Terrence Allen, et al. v. Takeda
Pharmaceuticals, et al., no. 6:12-md-00064. Because of the existence of the indemnification agreement, Lilly tendered its defense of the case
to Takeda. The jury awarded $1.5 million in compensatory damages to plaintiffs (allocated 75 percent to Takeda and 25 percent to us) and
punitive damages of $6.00 billion against Takeda and $3.00 billion against us. We believe the evidence did not support plaintiffs’ claims and
strongly disagree with the verdict. We and Takeda intend to vigorously challenge this outcome through all available legal means. 

After the jury reached a verdict in Allen, Takeda notified us that it was reserving its right to challenge its obligations to defend and indemnify us
with respect to the Allen case. We believe we are entitled to full indemnification of our losses and expenses in Allen and all other U.S. cases;
however, there can be no guarantee we will ultimately be successful in obtaining full indemnification.

We are also named along with Takeda as a defendant in three purported product liability class actions in Canada related to Actos, including
one in Ontario (Casseres et al. v. Takeda Pharmaceutical North America, Inc., et al.), one in Quebec (Whyte et al. v. Eli Lilly et al.), and one in
Alberta (Epp v. Takeda Canada et al.). We promoted Actos in Canada until 2009. We believe these claims are without merit and are prepared
to defend against them vigorously.

Byetta Product Liability Litigation

We are named as a defendant in approximately 360 Byetta product liability lawsuits involving approximately 800 plaintiffs. Approximately 95 of
these lawsuits, covering about 500 plaintiffs, are filed in California state court and coordinated in a Los Angeles Superior Court. Approximately
260 lawsuits, covering about 290 plaintiffs, are filed in federal court, the majority of which are coordinated in a multi-district litigation in the
Southern District of California. The remaining approximately 10 lawsuits, representing about 10 plaintiffs, are in various state
courts. Approximately 300 of the lawsuits, involving approximately 415 plaintiffs, contain allegations that Byetta caused or contributed to the
plaintiffs' cancer (primarily pancreatic cancer or thyroid cancer). We are aware of approximately 400 additional claimants who have not yet filed
suit. The majority of these additional claims allege damages for pancreatitis. We believe these lawsuits and claims are without merit and are
prepared to defend against them vigorously.

Prozac® Product Liability Litigation

We are named as a defendant in approximately 10 U.S. lawsuits primarily related to allegations that the antidepressant Prozac caused or
contributed to birth defects in the children of women who ingested the drug during pregnancy. We are aware of approximately 550 additional
claims related to birth defects, which have not yet been filed. We believe these lawsuits and claims are without merit and are prepared to
defend against them vigorously.

Brazil–Employee Litigation

Our subsidiary in Brazil, Eli Lilly do Brasil (Lilly Brasil), is named in a lawsuit brought by the Labor Attorney for 15th Region in the Labor Court
of Paulinia, State of Sao Paulo, Brazil, alleging possible harm to employees and former employees caused by exposure to heavy metals at a
former Lilly manufacturing facility in Cosmopolis, Brazil, operated by the company between 1977 and 2003. The plaintiffs allege that some
employees at the facility were exposed to benzene and heavy metals; however, Lilly Brasil maintains that these alleged contaminants were
never used in the facility. In May 2014, the labor court judge ruled against Lilly Brasil. The judge's ruling orders Lilly Brasil to undertake several
actions of unspecified financial impact, including paying lifetime medical insurance for the employees and contractors who worked at the
Cosmopolis facility more than 6 months during the affected years and their children born during and after this period. While we cannot currently
estimate the range of reasonably possible financial losses that could arise in the event we do not ultimately prevail in the litigation, the judge
has estimated the total financial impact of the ruling to be approximately $450 million plus interest. We strongly disagree with the decision and
filed an appeal in May 2014. We are also named in approximately 30 lawsuits filed in the same court by individual former employees making
similar claims. We believe these lawsuits are without merit and are prepared to defend against them vigorously.

Product Liability Insurance

Because of the nature of pharmaceutical products, it is possible that we could become subject to large numbers of product liability and related
claims in the future. Due to a very restrictive market for product liability insurance, we are self-insured for product liability losses for all our
currently marketed products.
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Note 12:    Other Comprehensive Income (Loss)

The following tables summarize the activity related to each component of other comprehensive income (loss) during the three months ended
June 30, 2014 and June 30, 2013:

(Amounts presented net of taxes)

Foreign Currency
Translation

Gains (Losses)  Unrealized Net Gains
(Losses) on Securities  

Defined Benefit
Pension and

Retiree Health Benefit
Plans  Effective Portion of

Cash Flow Hedges  Accumulated Other
Comprehensive Loss

Balance at April 1, 2014 $ 459.7  $ 166.2  $ (2,443.5)  $ (139.7)  $ (1,957.3)

Other comprehensive income (loss) before
reclassifications 8.2  6.4  (8.0)  (4.4)  2.2

Net amount reclassified from accumulated
other comprehensive loss —  (47.9)  48.2  19.5  19.8

Net other comprehensive income (loss) 8.2  (41.5)  40.2  15.1  22.0

Balance at June 30, 2014 $ 467.9  $ 124.7  $ (2,403.3)  $ (124.6)  $ (1,935.3)

(Amounts presented net of taxes)

Foreign Currency
Translation

Gains (Losses)  Unrealized Net Gains
(Losses) on Securities  

Defined Benefit
Pension and

Retiree Health Benefit
Plans  Effective Portion of

Cash Flow Hedges  Accumulated Other
Comprehensive Loss

Balance at April 1, 2013 $ 80.8  $ 90.5  $ (4,086.7)  $ (99.0)  $ (4,014.4)

Other comprehensive income (loss) before
reclassifications 12.1  (23.0)  5.3  (5.8)  (11.4)

Net amount reclassified from accumulated
other comprehensive loss —  (0.5)  76.2  1.4  77.1

Net other comprehensive income (loss) 12.1  (23.5)  81.5  (4.4)  65.7

Balance at June 30, 2013 $ 92.9  $ 67.0  $ (4,005.2)  $ (103.4)  $ (3,948.7)

The following tables summarize the activity related to each component of other comprehensive income (loss) during the six months ended
June 30, 2014 and June 30, 2013:

(Amounts presented net of taxes)

Foreign Currency
Translation

Gains (Losses)  Unrealized Net Gains
(Losses) on Securities  

Defined Benefit
Pension and

Retiree Health Benefit
Plans  Effective Portion of

Cash Flow Hedges  Accumulated Other
Comprehensive Loss

Balance at January 1, 2014 $ 463.0  $ 205.2  $ (2,489.1)  $ (181.8)  $ (2,002.7)

Other comprehensive income (loss) before
reclassifications 4.9  16.7  (6.5)  10.7  25.8

Net amount reclassified from accumulated
other comprehensive loss —  (97.2)  92.3  46.5  41.6

Net other comprehensive income (loss) 4.9  (80.5)  85.8  57.2  67.4

Balance at June 30, 2014 $ 467.9  $ 124.7  $ (2,403.3)  $ (124.6)  $ (1,935.3)

(Amounts presented net of taxes)

Foreign Currency
Translation

Gains (Losses)  Unrealized Net Gains
(Losses) on Securities  

Defined Benefit
Pension and

Retiree Health Benefit
Plans  Effective Portion of

Cash Flow Hedges  Accumulated Other
Comprehensive Loss

Balance at January 1, 2013 $ 426.8  $ 72.5  $ (4,195.2)  $ (101.2)  $ (3,797.1)

Other comprehensive income (loss) before
reclassifications (333.9)  (1.7)  37.7  (5.1)  (303.0)

Net amount reclassified from accumulated
other comprehensive loss —  (3.8)  152.3  2.9  151.4

Net other comprehensive income (loss) (333.9)  (5.5)  190.0  (2.2)  (151.6)

Balance at June 30, 2013 $ 92.9  $ 67.0  $ (4,005.2)  $ (103.4)  $ (3,948.7)
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The tax effect on the unrealized net gains (losses) on securities was a benefit of $22.3 million and $11.6 million for the three months ended
June 30, 2014 and 2013, respectively, and a benefit of $43.5 million and $1.8 million for the six months ended June 30, 2014 and 2013,
respectively.

The tax effect related to our defined benefit pension and retiree health benefit plans was an expense of $16.5 million and $42.1 million for the
three months ended June 30, 2014 and 2013, respectively, and an expense of $40.0 million and $89.1 million for the six months ended
June 30, 2014 and 2013, respectively.

The tax effect on the effective portion of cash flow hedges was an expense of $8.2 million and a benefit of $2.3 million for the three months
ended June 30, 2014 and 2013, respectively, and an expense of $30.6 million and a benefit of $1.3 million for the six months ended June 30,
2014 and 2013, respectively. Income taxes are not provided for foreign currency translation.

 
 

Reclassifications Out of Accumulated Other
Comprehensive Loss

 
 

Details about Accumulated Other Comprehensive
Loss Components

Three Months Ended
June 30,  

Six Months Ended 
June 30,

Affected line Item in the Consolidated
Condensed Statements of Operations

 
 2014  2013  2014  2013

 Amortization of defined pension benefit
items:         

 Prior service benefits, net $ (6.4)  $ (3.3)  $ (12.8)  $ (7.6) (1) 
 Actuarial losses 74.4  122.4  148.6  241.4 (1) 
 Total before tax 68.0  119.1  135.8  233.8  
 Tax benefit (19.8)  (42.9)  (43.5)  (81.5)  
 Net of tax 48.2  76.2  92.3  152.3  

          

 Unrealized gains/losses on available-for-
sale securities:         

 Realized gains, net (73.7)  (0.8)  (149.5)  (8.3) Other–net, (income) expense
 Impairment losses —  —  —  2.5 Other–net, (income) expense
 Total before tax (73.7)  (0.8)  (149.5)  (5.8)  
 Tax expense 25.8  0.3  52.3  2.0  
 Net of tax (47.9)  (0.5)  (97.2)  (3.8)  
          
 Other, net of tax 19.5  1.4  46.5  2.9 Other–net, (income) expense

 Total reclassifications for the period (net of
tax) $ 19.8  $ 77.1  $ 41.6  $ 151.4  

1 These accumulated other comprehensive loss components are included in the computation of net periodic pension cost (see Note 10).
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Note 13: Other–Net, (Income) Expense

Other–net, (income) expense consisted of the following:

 
Three Months Ended

June 30,  
Six Months Ended 

June 30,

 2014  2013  2014  2013

Interest expense $ 35.5  $ 40.3  $ 73.3  $ 80.6
Interest income (33.6)  (29.7)  (68.0)  (53.3)
Income related to termination of the exenatide collaboration with Amylin

(Note 4) —  —  —  (495.4)
Other (55.7)  (22.5)  (115.1)  (73.0)

Other–net, (income) expense $ (53.8)  $ (11.9)  $ (109.8)  $ (541.1)

Other–net, income of $541.1 million for the first six months of 2013 is primarily related to the income recognized from the transfer to Amylin of
exenatide commercial rights in all markets outside the United States. See Note 4 for additional information.
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Note 14: Segment Information

We operate in two business segments—human pharmaceutical products and animal health. Our business segments are distinguished by the
ultimate end user of the product—humans or animals. Performance is evaluated based on profit or loss from operations before income taxes.

 
Three Months Ended

June 30,  
Six Months Ended 

June 30,

 2014  2013  2014  2013

Segment revenue—to unaffiliated customers:        
Human pharmaceutical products:        

Endocrinology $ 1,739.6  $ 1,784.3  $ 3,378.8  $ 3,509.2
Neuroscience 893.7  2,004.5  1,858.1  3,853.4
Oncology 858.4  808.1  1,622.7  1,572.3
Cardiovascular 765.3  731.3  1,478.1  1,425.3
Other pharmaceuticals 77.4  58.0  152.4  129.1

Total human pharmaceutical products 4,334.4  5,386.2  8,490.1  10,489.3
Animal health 601.2  543.5  1,128.6  1,042.4

Total segment revenue $ 4,935.6  $ 5,929.7  $ 9,618.7  $ 11,531.7

Segment profits:        
Human pharmaceutical products(1) $ 803.1  $ 1,430.7  $ 1,590.8  $ 2,778.8
Animal health(2) 137.3  147.7  271.8  277.0

Total segment profits $ 940.4  $ 1,578.4  $ 1,862.6  $ 3,055.8
Reconciliation of total segment profits to consolidated income before
taxes:        

Segment profits $ 940.4  $ 1,578.4  $ 1,862.6  $ 3,055.8
Other profits (losses):        

Income related to termination of the exenatide collaboration with
Amylin (Note 4) —  —  —  495.4

Asset impairment, restructuring, and other special charges (Note
5) —  (63.5)  (31.4)  (85.2)

Total consolidated income before taxes $ 940.4  $ 1,514.9  $ 1,831.2  $ 3,466.0

1 Human pharmaceutical products segment profit includes total depreciation and amortization expense of $316.0 million and $343.2 million for the three months ended June 30,
2014 and 2013, respectively, and $641.2 million and $698.9 million for the six months ended June 30, 2014 and 2013, respectively.

2 Animal health segment profit includes total depreciation and amortization expense of $32.4 million and $20.7 million for the three months ended June 30, 2014 and 2013,
respectively, and $56.0 million and $46.5 million for the six months ended June 30, 2014 and 2013, respectively.

For internal management reporting presented to the chief operating decision maker, certain costs are fully allocated to our human
pharmaceutical products segment and therefore are not reflected in the animal health segment's profit. Such items include costs associated
with treasury-related financing, global administrative services, certain acquisition-related transaction costs, and certain manufacturing costs.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Results of Operations

Executive Overview

This section provides an overview of our financial results, recent product and late-stage pipeline developments, and legal, regulatory, and other
matters affecting our company and the pharmaceutical industry. Earnings per share (EPS) data is presented on a diluted basis.
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Financial Results

Worldwide total revenue decreased 17 percent to $4.94 billion and decreased 17 percent to $9.62 billion in the second quarter and first six
months of 2014, respectively. The decrease was primarily driven by the loss of U.S. patent exclusivity for Cymbalta® in December 2013 and
Evista® in March 2014, partially offset by volume growth in several other products. For the second quarter of 2014, the decreases in revenue
and gross margin were partially offset by decreases in research and development and marketing, selling and administrative expenses. For the
first six months of 2014, the decreases in revenue and gross margin and a decrease in other income were partially offset by decreases in
research and development, marketing, selling, and administrative expenses, and a lower effective tax rate. As a result, net income for the
second quarter and first six months of 2014 decreased 39 percent to $733.5 million and 47 percent to $1.46 billion, respectively. EPS for the
second quarter and first six months of 2014 decreased 39 percent to $0.68 per share and 46 percent to $1.36, respectively. EPS for the second
quarter and first six months of 2014 also benefited from a lower number of shares outstanding compared to the same respective periods in
2013 as a result of our share repurchase programs.

The following highlighted items affect comparisons of our financial results for the three and six months ended June 30, 2014 and 2013:

2014

Asset Impairment, Restructuring, and Other Special Charges (Note 5)

• We recognized charges in the first quarter of $31.4 million (pretax), or $0.02 per share, related to restructuring costs for actions being
taken to reduce our cost structure.

2013

Collaborations (Note 4)

• We recognized income in the first quarter of $495.4 million (pretax), or $0.29 per share, related to the transfer to Amylin of exenatide
commercial rights in all markets outside the United States.

Asset Impairment, Restructuring, and Other Special Charges (Note 5)

• We recognized charges in the second quarter of $63.5 million (pretax), or $0.04 per share, primarily related to costs associated with the
decision to close a packaging and distribution facility in Germany.

• We recognized charges in the first quarter of $21.7 million (pretax), or $0.01 per share, related to severance costs for actions taken to
reduce our cost structure.

Late-Stage Pipeline

Our long-term success depends to a great extent on our ability to continue to discover and develop innovative pharmaceutical products and
acquire or collaborate on molecules currently in development by other biotechnology or pharmaceutical companies. We currently have
approximately 55 potential new drugs in human testing or under regulatory review, and a larger number of projects in preclinical research.

The following new molecular entities (NMEs) have been submitted for regulatory review for potential use in the disease described. The quarter
the NME initially was submitted for any indication is shown in parentheses:

Dulaglutide* (Q3 2013)—a long-acting analog of glucagon-like peptide 1 for the treatment of type 2 diabetes.

New insulin glargine product (Q2 2013)—a new insulin glargine product for the treatment of type 1 and type 2 diabetes (in
collaboration with Boehringer Ingelheim).

The following NMEs are currently in Phase III clinical trial testing for potential use in the diseases described. The quarter in which the NME
initially entered Phase III for any indication is shown in parentheses:

Baricitinib (Q4 2012)—a Janus tyrosine kinase (JAK 1 and JAK 2) inhibitor for the treatment of rheumatoid arthritis (in collaboration
with Incyte Corporation).

Basal insulin peglispro* (Q4 2011)—a novel basal insulin for the treatment of type 1 and type 2 diabetes.

Evacetrapib (Q4 2012)—a cholesteryl ester transfer protein (CETP) inhibitor for the treatment of high-risk vascular disease.
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Ixekizumab* (Q4 2011)—a neutralizing monoclonal antibody to interleukin-17A (IL-17) for the treatment of psoriasis and psoriatic
arthritis.

Necitumumab* (Q4 2009)—an anti-epidermal growth factor receptor (EGFR) monoclonal antibody for the treatment of squamous
NSCLC.

Solanezumab* (Q2 2009)—an anti-amyloid beta (Aß) monoclonal antibody for the treatment of mild Alzheimer’s disease.

Tabalumab* (Q4 2010)—an anti-B-cell activating factor (BAFF) monoclonal antibody for the treatment of systemic lupus
erythematosus (lupus).

Tanezumab* (Q3 2008)—an anti-nerve growth factor monoclonal antibody for the treatment of osteoarthritis pain, chronic low back
pain and cancer pain (in collaboration with Pfizer Inc. (Pfizer)). Tanezumab is currently subject to a partial clinical hold by the U.S. Food
and Drug Administration (FDA) (see Note 4).

* Biologic molecule subject to the U.S. Biologics Price Competition and Innovation Act

The following are late-stage pipeline updates since January 1, 2014:

Basal insulin peglispro—In May 2014, we announced positive top-line results of three completed Phase III clinical trials studying
basal insulin peglispro in patients with type 2 diabetes. The primary efficacy endpoint of non-inferior reduction in hemoglobin A1c
(HbA1c) compared to insulin glargine was met in all three trials. Having met the primary endpoints, superiority for HbA1c lowering was
examined and, in all three trials, basal insulin peglispro showed a statistically superior reduction in HbA1c compared with insulin
glargine.

Dulaglutide—In February 2014, we announced positive top-line results of the sixth Phase III AWARD trial studying dulaglutide as a
once-weekly treatment for type 2 diabetes. In the AWARD-6 study, once-weekly dulaglutide 1.5 mg achieved the primary endpoint of
non-inferiority to once-daily liraglutide 1.8 mg, as measured by the reduction of hemoglobin A1c (HbA1c) from baseline at 26 weeks.

Empagliflozin—In April 2014, we and Boehringer Ingelheim announced the FDA accepted the filing of the New Drug Application
(NDA) for the investigational combination tablet of empagliflozin and linagliptin (Trajenta) for the treatment of adults with type 2
diabetes.

In May 2014, we and Boehringer Ingelheim announced the European Commission granted marketing authorization for Jardiance®

(empagliflozin) for the treatment of type 2 diabetes to improve glycemic control in adults. We and Boehringer Ingelheim anticipate
launch of the product in European countries to begin in the third quarter of 2014.

In June 2014, we and Boehringer Ingelheim announced the resubmission of an NDA for empagliflozin for the treatment of type 2
diabetes in the United States. This is a Class 1 resubmission under FDA regulations and is the next step in pursuing approval of
empagliflozin following resolution of deficiencies previously observed by the FDA in the Boehringer Ingelheim facility where
empagliflozin will be manufactured. We expect a response from the FDA in the third quarter of 2014. The FDA did not ask for any new
clinical trials to support the approval of the application.

New insulin glargine product—In January 2014, Sanofi-Aventis U.S. LLC (Sanofi) filed a lawsuit against us in the U.S. District Court
for the District of Delaware alleging patent infringement with respect to our insulin glargine product for which we are seeking approval
from the FDA. Sanofi asserts infringement of three patents relating to pen injector devices and two patents relating to insulin glargine
formulations. Under the Hatch-Waxman Act, the initiation of the lawsuit automatically invokes a stay of FDA approval of the product for
a period of 30 months, which may be shortened in the event of an earlier decision in our favor. We believe the lawsuit is without merit,
and we are prepared to vigorously defend against the allegations. In July 2014, Sanofi filed a second suit against us in the same court
alleging infringement of patents relating to the use of our insulin glargine formulation in a cartridge. We do not believe the application
infringes any of the asserted patents, and we believe we will prevail in the litigation.

In June 2014, the European Medicines Agency's (EMA) medicinal committee issued a positive opinion, recommending approval of the
new insulin glargine product for the treatment of type 1 and type 2 diabetes. The positive opinion is now referred for final action to the
European Commission.

Ramucirumab—In April 2014, we announced the FDA's approval of Cyramza™ (ramucirumab), an anti-vascular endothelial growth
factor receptor-2 (VEGFR-2) monoclonal antibody, as a single agent treatment
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for patients with advanced or metastatic gastric cancer or gastroesophageal junction adenocarcinoma with disease progression on or
after prior fluoropyrimidine- or platinum-containing chemotherapy. With this approval, Cyramza becomes the first FDA-approved
treatment for patients in this setting. Product sales of Cyramza began in the U.S. during the second quarter of 2014.

In February 2014, we announced that the REVEL trial, a global Phase III study of Cyramza in combination with chemotherapy
(docetaxel) in patients with second-line non-small cell lung cancer, met its primary endpoint of improved overall survival and a
secondary endpoint of improved progression-free survival. We intend to submit the first application for this indication to regulatory
authorities in 2014.

In June 2014, we announced that the Phase III REACH trial in patients with liver cancer did not meet its primary endpoint as overall
survival favored the Cyramza arm, but was not statistically significant. The next steps for Cyramza as a potential treatment of liver
cancer will be determined after discussions with regulators.

In June 2014, we announced our submission to the FDA of a supplemental biologic license application for Cyramza in combination with
paclitaxel for the treatment of second-line gastric cancer. We expect FDA action in the first half of 2015. We have also submitted for
this indication in the EU. In addition, we are currently studying Cyramza in Phase III studies for the treatment of colorectal cancer.

There are many difficulties and uncertainties inherent in pharmaceutical research and development (R&D) and the introduction of new
products. A high rate of failure is inherent in new drug discovery and development. The process to bring a drug from the discovery phase to
regulatory approval can take 12 to 15 years or longer and cost more than $1 billion. Failure can occur at any point in the process, including late
in the process after substantial investment. As a result, most research programs will not generate financial returns. New product candidates
that appear promising in development may fail to reach the market or may have only limited commercial success. Delays and uncertainties in
the regulatory approval processes in the U.S. and in other countries can result in delays in product launches and lost market opportunities.
Consequently, it is very difficult to predict which products will ultimately be approved and the sales growth of those products.

We manage R&D spending across our portfolio of molecules, and a delay in, or termination of, any one project will not necessarily cause a
significant change in our total R&D spending. Due to the risks and uncertainties involved in the R&D process, we cannot reliably estimate the
nature, timing, completion dates, and costs of the efforts necessary to complete the development of our R&D projects, nor can we reliably
estimate the future potential revenue that will be generated from a successful R&D project. Each project represents only a portion of the overall
pipeline, and none is individually material to our consolidated R&D expense. While we do accumulate certain R&D costs on a project level for
internal reporting purposes, we must make significant cost estimations and allocations, some of which rely on data that are neither reproducible
nor validated through accepted control mechanisms. Therefore, we do not have sufficiently reliable data to report on total R&D costs by project,
by preclinical versus clinical spend, or by therapeutic category.

Legal, Regulatory, and Other Matters

In April 2014, we announced an agreement to acquire Novartis Animal Health in an all-cash transaction for approximately $5.4 billion. Novartis
Animal Health, which operates in approximately 40 countries, generated revenue of approximately $1.1 billion in 2013. We will acquire Novartis
Animal Health’s nine manufacturing sites, six dedicated R&D facilities, a global commercial infrastructure with a portfolio of approximately 600
products, a pipeline with more than 40 projects in development, and more than 3,000 employees. We expect that the acquisition will expand
and complement Elanco’s product portfolio, R&D and manufacturing capabilities, and commercial presence in key geographies. In particular, it
is expected to provide Elanco with a greater commercial presence in the companion animal and swine markets, expand Elanco’s presence in
equine and vaccines areas, and create an entry into the aquaculture market. The transaction is expected to close by the end of the first quarter
of 2015, subject to clearance under the Hart-Scott-Rodino Antitrust Improvements Act, similar requirements outside the U.S., and other
customary closing conditions.

We depend on patents or other forms of intellectual-property protection for most of our revenues, cash flows, and earnings. The loss of U.S.
patent exclusivity for Cymbalta in December 2013 and Evista in March 2014, resulted in the immediate entry of generic competitors. We will
lose our data package protection for Cymbalta in major European countries in 2014; however, we do not anticipate the entry of generic
competition in most of these countries until 2015. The entry of generic competition in the U.S. Cymbalta and Evista markets resulted in a rapid
and severe decline in revenue from the affected products, having a material adverse effect on our consolidated results of operations and cash
flows.
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The U.S. compound patent for Humalog® expired in May 2013. The loss of compound patent protection for Humalog has not resulted in a rapid
and severe decline in revenue. To date, no biosimilar version of Humalog has been approved in the U.S. or Europe; however, we are aware
that other manufacturers have efforts underway to develop biosimilar forms of Humalog, and it is difficult to predict the likelihood, timing, and
impact of biosimilars entering the market.

The continuing prominence of U.S. budget deficits as both a policy and political issue increases the risk that taxes, fees, rebates, or other
federal measures that would further reduce pharmaceutical companies’ revenue or increase expenses may be enacted. Certain federal and
state health care proposals, including state price controls, continue to be debated, and could place downward pressure on pharmaceutical
industry sales or prices. These federal and state proposals, or state price pressures, could have a material adverse effect on our consolidated
results of operations.

International operations also are generally subject to extensive price and market regulations. Proposals for cost-containment measures are
pending in a number of countries, including proposals that would directly or indirectly impose additional price controls, limit access to or
reimbursement for our products, or reduce the value of our intellectual-property protection. Such proposals are expected to increase in both
frequency and impact, given the pressures on national and regional health care budgets as a result of continued austerity measures being
pursued in a number of countries; the desire to manage health expenses carefully even as economies recover; and the effort in some countries
to expand access to health care coverage while seeking savings from the biopharmaceutical sector.

The Obama administration proposed changes to the manner in which the U.S. would tax the international income of U.S.-based companies.
There are also tax proposals under discussion or introduced in the U.S. Congress that could change the manner in which, and the rate at
which, income of U.S. companies would be taxed. While it is uncertain how the U.S. Congress may address U.S. tax policy matters in the
future, reform of U.S. taxation, including taxation of international income, will continue to be a topic of discussion for Congress and the Obama
administration. A significant change to the U.S. tax system, including changes to the taxation of international income, could have a material
adverse effect on our consolidated results of operations. In addition, the Organization for Economic Co-operation and Development launched
an initiative to analyze and potentially influence international tax policy in the major countries in which we operate. While the outcomes of this
initiative are uncertain, significant changes to key elements of the global international tax framework could have a material adverse effect on
our consolidated results of operations.

Information regarding contingencies relating to certain legal proceedings can be found in Note 11 and is incorporated here by reference.

Revenue

Worldwide total revenue decreased 17 percent to $4.94 billion for the second quarter of 2014 and decreased 17 percent to $9.62 billion for the
first six months of 2014, compared with the same periods of 2013. For the second quarter, the 17 percent worldwide revenue decline was due
to decreased volume. For the first six months of 2014, the 17 percent worldwide revenue decline was comprised of 13 percent due to
decreased volume, 3 percent due to lower prices and 1 percent due to the unfavorable impact of foreign exchange rates. The decreases in
worldwide volume for both the second quarter and first six months of 2014 were driven by the loss of U.S. patent exclusivity for Cymbalta, and
to a lesser extent Evista, partially offset by volume growth in several other products. Total revenue in the U.S. decreased 30 percent to $2.38
billion for the second quarter of 2014 and decreased 32 percent to $4.46 billion for the first six months of 2014, driven by lower demand for
Cymbalta and Evista following their patent expiration. U.S. revenue for the first six months of 2014 was also negatively affected by wholesaler
buying patterns on various products. Total revenue outside the U.S. increased 1 percent to $2.56 billion for the second quarter of 2014, driven
by increased volume, including revenue contributions by the products acquired in our acquisition of Lohmann Animal Health in the second
quarter of 2014, partially offset by lower prices. Total revenue outside the U.S. increased 3 percent to $5.16 billion for the first six months of
2014, driven by increased volume, partially offset by the unfavorable impact of foreign exchange rates, primarily the Japanese yen, and lower
prices.
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The following tables summarize our revenue activity:

   

Three Months Ended

 

 
 Three Months Ended  

Percent
Change from June 30, 2014  June 30, 2013

Product U.S.(1)  Outside U.S.  Total  Total 2013

 (Dollars in millions)

Alimta $ 321.0  $ 390.6  $ 711.6  $ 669.4  6 %
Humalog 413.1  287.0  700.1  628.6  11 %
Cialis® 266.7  301.1  567.8  529.4  7 %
Cymbalta 112.3  289.0  401.3  1,497.2  (73)%
Humulin® 181.7  170.7  352.4  327.5  8 %
Forteo® 127.9  180.7  308.6  296.9  4 %
Zyprexa® 39.6  204.2  243.8  283.2  (14)%
Strattera® 129.5  67.9  197.4  168.3  17 %
Effient 100.3  33.3  133.6  137.4  (3)%
Evista 55.0  53.3  108.3  278.7  (61)%
Other human pharmaceutical products 170.8  230.0  400.8  399.8  — %
Animal health products 331.8  269.4  601.2  543.5  11 %

Total net product sales 2,249.7  2,477.2  4,726.9  5,759.9  (18)%
Collaboration and other revenue(2) 129.8  78.9  208.7  169.8  23 %

Total revenue $ 2,379.5  $ 2,556.1  $ 4,935.6  $ 5,929.7  (17)%

   

Six Months Ended

 

 
 Six Months Ended  

Percent
Change from June 30, 2014  June 30, 2013

Product U.S.(1)  Outside U.S.  Total  Total 2013

 (Dollars in millions)

Humalog $ 788.5  $ 561.6  $ 1,350.1  $ 1,261.3  7 %
Alimta 566.8  776.8  1,343.6  1,286.3  4 %
Cialis 472.0  628.2  1,100.2  1,044.4  5 %
Cymbalta 288.3  591.2  879.5  2,825.4  (69)%
Humulin 336.5  332.1  668.6  639.4  5 %
Forteo 228.8  380.1  608.9  578.4  5 %
Zyprexa 66.8  460.1  526.9  568.0  (7)%
Strattera 212.6  139.2  351.8  335.0  5 %
Evista 153.0  105.3  258.3  519.2  (50)%
Effient 188.1  64.8  252.9  253.2  — %
Other human pharmaceutical products 284.1  475.3  759.4  855.4  (11)%
Animal health products 639.4  489.2  1,128.6  1,042.4  8 %

Total net product sales 4,224.9  5,003.9  9,228.8  11,208.4  (18)%
Collaboration and other revenue(2) 238.8  151.1  389.9  323.3  21 %

Total revenue $ 4,463.7  $ 5,155.0  $ 9,618.7  $ 11,531.7  (17)%

1 U.S. revenue includes revenue in Puerto Rico.

2 Collaboration and other revenue consists primarily of royalties for Erbitux and revenue associated with Trajenta.
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Sales of Alimta, a treatment for various cancers, increased 5 percent in the U.S., during the second quarter of 2014, driven by wholesaler
buying patterns and, to a lesser extent, higher prices. For the first six months of 2014, sales in the U.S. remained flat. Sales outside the U.S.
increased 7 percent during the second quarter of 2014, driven by increased volume and, to a lesser extent, the favorable impact of foreign
exchange rates. For the first six months of 2014, sales outside the U.S. increased 8 percent, driven by increased volume.

Sales of Humalog, our injectable human insulin analog for the treatment of diabetes, increased 17 percent in the U.S. during the second
quarter of 2014, driven by increased demand. For the first six months of 2014, U.S. sales increased 8 percent driven by increased demand,
partially offset by lower net effective selling prices and wholesaler buying patterns. Sales outside the U.S. increased 4 percent during the
second quarter of 2014, driven primarily by increased volume and higher prices. For the first six months of 2014, sales outside the U.S.
increased 6 percent, driven by increased volume and, to a lesser extent, higher prices, partially offset by the unfavorable impact of foreign
exchange rates.

Sales of Cialis, a treatment for erectile dysfunction and benign prostatic hyperplasia (BPH), increased 24 percent in the U.S. during the second
quarter of 2014, driven primarily by higher prices. For the first six months of 2014, U.S. sales increased 10 percent, driven by higher prices,
partially offset by wholesaler buying patterns. Sales outside the U.S. decreased 4 percent during the second quarter of 2014, driven primarily
by decreased volume, partially offset by higher prices. For the first six months of 2014, sales outside the U.S. increased 2 percent, driven by
higher prices and, to a lesser extent, increased volume, partially offset by the unfavorable impact of foreign exchange rates.

Sales of Cymbalta, a product for the treatment of major depressive disorder, diabetic peripheral neuropathic pain, generalized anxiety disorder,
and in the U.S. for the treatment of chronic musculoskeletal pain and the management of fibromyalgia, decreased 91 percent in the U.S. for the
second quarter of 2014 and decreased 87 percent in the U.S. for the first six months of 2014, primarily due to lower demand resulting from the
loss of U.S. patent exclusivity in December 2013. Sales outside the U.S. increased 3 percent during the second quarter of 2014 and increased
7 percent for the first six months of 2014, driven by increased volume and, for the second quarter, the favorable impact of foreign exchange
rates.

Sales of Humulin, an injectable human insulin for the treatment of diabetes, increased 15 percent in the U.S. during the second quarter of 2014,
driven by higher prices and, to a lesser extent, increased demand. For the first six months of 2014, U.S. sales increased 5 percent, driven by
increased demand, partially offset by wholesaler buying patterns. Sales outside the U.S. increased 1 percent during the second quarter of 2014
and increased 5 percent for the first six months of 2014, driven by increased volume, partially offset by the unfavorable impact of foreign
exchange rates and lower prices.

Sales of Forteo, an injectable treatment for osteoporosis in postmenopausal women and men at high risk for fracture and for glucocorticoid-
induced osteoporosis in men and postmenopausal women, increased 10 percent in the U.S. during the second quarter of 2014, driven by
higher prices and, to a lesser extent, increased volume. For the first six months of 2014, U.S. sales increased 1 percent, as higher prices were
largely offset by wholesaler and retailer buying patterns. Sales outside the U.S. were essentially flat during the second quarter of 2014. For the
first six months of 2014, sales outside the U.S. increased 8 percent due to increased volume in Japan, partially offset by the unfavorable impact
of foreign exchange rates.

Sales of Zyprexa, a treatment for schizophrenia, acute mixed or manic episodes associated with bipolar I disorder, and bipolar maintenance,
were $39.6 million and $66.8 million in the U.S. during the second quarter and first six months of 2014, respectively. Sales outside the U.S.
decreased 23 percent during the second quarter of 2014, due to wholesaler buying patterns in Japan and, to a lesser extent, lower prices. For
the first six months of 2014, sales outside the U.S. decreased 11 percent, due to the unfavorable impact of foreign exchange rates, primarily
the Japanese yen, and lower prices.

Sales of Strattera, a treatment for attention-deficit hyperactivity disorder, increased 26 percent in the U.S. during the second quarter of 2014,
driven primarily by higher net effective selling prices. For the first six months of 2014, U.S. sales increased 2 percent, as higher prices were
largely offset by lower demand and wholesaler buying patterns. Sales outside the U.S. increased 3 percent during the second quarter of 2014
and increased 10 percent for the first six months of 2014, driven primarily by increased volume in Japan.

Sales of Effient, a product for the reduction of thrombotic cardiovascular events (including stent thrombosis) in patients with acute coronary
syndrome who are managed with an artery-opening procedure known as percutaneous coronary intervention, including patients undergoing
angioplasty, atherectomy, or stent placement, decreased 3 percent in the U.S. during the second quarter of 2014, driven by lower volume and
lower net effective selling prices. For the first six months of 2014, U.S. sales were essentially flat. Sales outside the U.S. decreased 1 percent
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during both the second quarter and first six months of 2014, driven by lower volume, partially offset by the favorable impact of foreign exchange
rates.

Sales of Evista, a product for the prevention and treatment of osteoporosis in postmenopausal women and for reduction of risk of invasive
breast cancer in postmenopausal women with osteoporosis and postmenopausal women at high risk for invasive breast cancer, decreased 72
percent in the U.S. during the second quarter of 2014 and decreased 59 percent in the U.S. for the first six months of 2014, due to the loss of
U.S. patent exclusivity in March 2014. Sales outside the U.S. decreased 33 percent during the second quarter of 2014, driven primarily by
lower prices. For the first six months of 2014, sales outside the U.S. decreased 29 percent, driven by lower prices and, to a lesser extent the
unfavorable impact of foreign exchange rates, partially offset by increased volume.

Sales of animal health products increased 3 percent in the U.S. during the second quarter of 2014 and increased 4 percent for the first six
months of 2014, driven by volume increases for food animal products, partially offset by volume declines for companion animal products. Sales
outside the U.S. increased 21 percent during the second quarter of 2014 and increased 15 percent for the first six months of 2014, driven
primarily by increased volume for food animal products. Worldwide results for the three and six months ended June 30, 2014 include $23.9
million of revenue from Lohmann Animal Health, which was acquired during the second quarter of 2014.

Gross Margin, Costs, and Expenses

Gross margin as a percent of total revenue decreased 4.4 percentage points to 75.9 percent for the second quarter of 2014 and decreased 5.0
percentage points to 74.9 percent for the first six months of 2014, compared with the same periods in 2013, due primarily to lower sales of
Cymbalta and Evista following U.S. patent expirations and, for the first six months of 2014, the unfavorable impact of foreign exchange rates on
international inventories sold.

Marketing, selling, and administrative expenses decreased 11 percent to $1.66 billion for the second quarter of 2014 and 11 percent to $3.15
billion for the first six months of 2014, due primarily to the reduction in U.S. sales and marketing activities for Cymbalta and Evista, as well as
ongoing cost containment efforts.

Research and development expenses decreased 10 percent to $1.20 billion for the second quarter of 2014 and decreased 14 percent to $2.30
billion for the first six months of 2014, driven primarily by lower late-stage clinical development costs. In addition, the first six months of 2013
included milestone payments and a charge for the discontinuation of the rheumatoid arthritis program for tabalumab taken in the first quarter of
2013.

There were no asset impairment, restructuring, and other special charges recognized in the second quarter of 2014, compared to $63.5 million
for the second quarter of 2013. For the first six months of 2014 and 2013, we recognized asset impairment, restructuring, and other special
charges of $31.4 million and $85.2 million, respectively. See Note 5 for additional information.

Other–net, (income) expense was income of $53.8 million and $109.8 million for the second quarter and first six months of 2014, respectively,
compared with income of $11.9 million and $541.1 million for the same respective periods in 2013. The first quarter of 2013 benefited from
income recognized related to the termination of the exenatide collaboration with Amylin. See Notes 4 and 13 for additional information.

The effective tax rate was 22.0 percent and 20.2 percent for the second quarter and first six months of 2014, respectively, compared with
20.4 percent and 20.5 percent for the same respective periods in 2013. The effective tax rates in 2014 include the negative impact of the
expiration of the R&D tax credit in the U.S. at the end of 2013. The effective tax rate for the first six months of 2014 also includes a discrete tax
benefit of approximately $30 million. For the first six months of 2013, the effective tax rate reflects the tax impact of the transfer of exenatide
commercial rights outside of the U.S. to Amylin, partially offset by the one-time impact of the R&D tax credit for full-year 2012, which was
recorded in the first quarter of 2013.

Financial Condition

Cash and cash equivalents decreased to $3.77 billion as of June 30, 2014, compared with $3.83 billion as of December 31, 2013, as cash flow
from operations of $1.33 billion and net proceeds from the sale and maturity of investments of $1.03 billion were more than offset by dividends
paid of $1.05 billion, cash paid for acquisitions (net of cash acquired) of $551.4 million, net purchases of property and equipment of $456.9
million, share repurchases of $200.0 million, and cash used for other investing and financing activities. In addition to our cash and cash
equivalents, we held total investments of $8.01 billion and $9.19 billion as of June 30, 2014 and December 31, 2013, respectively. See Note 6
for additional details.

Total debt increased to $5.31 billion as of June 30, 2014, compared with $5.21 billion as of December 31, 2013 due to the increase in fair value
of our hedged debt. During the first quarter of 2014, we issued $600.0 million of 1.95%
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and $400.0 million of 4.65% fixed-rate notes with interest to be paid semi-annually and maturity dates of March 2019 and June 2044,
respectively. Proceeds from the new debt were used to repay $1.00 billion of debt that matured in March 2014. See Note 6 for additional
details. We believe that amounts accessible through existing commercial paper markets should be adequate to fund short-term borrowings. We
currently have $1.36 billion of unused committed bank credit facilities, $1.20 billion of which backs our commercial paper program.

During the six months ended June 30, 2014, we purchased $200.0 million of shares associated with our previously announced $5.00 billion
share repurchase program.

In April 2014, we announced an agreement to acquire Novartis Animal Health for approximately $5.4 billion in an all-cash transaction. See
"Executive Overview—Legal, Regulatory, and Other Matters" for additional details. We anticipate funding this acquisition with approximately
$3.4 billion of cash and investments (primarily outside the U.S.) and $2.0 billion in debt to be issued. The acquisition is not expected to change
our dividend policy or current share repurchase program.

We believe that cash generated from operations, along with available cash and cash equivalents, will be sufficient to fund our normal operating
needs, including dividends, share repurchases, and capital expenditures, as well as certain potential business development activity. Various
risks and uncertainties, including those discussed in "Forward-Looking Statements", may affect our operating results and cash generated from
operations.

We lost U.S. patent protection for Cymbalta in December 2013 and Evista in March 2014. We will lose data package protection for Cymbalta in
major European countries later in 2014. See "Executive Overview—Legal, Regulatory, and Other Matters" for additional information.

Both domestically and abroad, we continue to monitor the potential impacts of the economic environment; the creditworthiness of our
wholesalers and other customers, including foreign government-backed agencies and suppliers; the uncertain impact of recent health care
legislation; and various international government funding levels.

Financial Expectations for 2014

We have revised certain elements of our 2014 guidance. For the full year of 2014, we now expect EPS to be in the range of $2.67 to $2.75.
This revision reflects an acquired IPR&D charge that will be taken in the third quarter of $45.0 million (pretax), or $0.03 per share, associated
with a co-discovery and co-development collaboration with Immunocore Limited to research and potentially develop novel T cell-based cancer
therapies.

We still anticipate that total revenue will be between $19.4 billion and $20.0 billion. Patent expirations have driven a rapid and severe decline in
Cymbalta and Evista sales in the United States. These revenue declines are expected to be partially offset by growth from a portfolio of other
current products including Humalog, Trajenta, Cialis, Forteo and Alimta, as well as the animal health business and new product launches. In
addition, strong revenue growth is expected in China, while a weaker Japanese yen is expected to dampen revenue growth in Japan.

We still anticipate that gross margin as a percent of revenue will be approximately 73 percent. Marketing, selling, and administrative expenses
are still expected to be in the range of $6.3 billion to $6.6 billion. Research and development expenses are still expected to be in the range of
$4.4 billion to $4.7 billion. Other–net, (income) expense is still expected to be in a range between $100 million and $200 million of income,
benefited by gains of $150 million to $200 million on the sale of equity investments acquired as part of past business development transactions.
We still expect 2014 net income to be at least $2.9 billion and still expect operating cash flow to be at least $4.0 billion. Our capital
expenditures are now expected to be approximately $1.2 billion.

Our 2014 financial guidance assumes that the acquisition of Novartis Animal Health does not close during the 2014 calendar year. Should the
acquisition close during 2014, we will revise our 2014 financial guidance, if necessary.

Available Information on our Website

We make available through our company website, free of charge, our company filings with the SEC as soon as reasonably practicable after we
electronically file them with, or furnish them to, the SEC. The reports we make available include annual reports on Form 10-K, quarterly reports
on Form 10-Q, current reports on Form 8-K, proxy statements, registration statements, and any amendments to those documents.

The website link to our SEC filings is http://investor.lilly.com/sec.cfm.
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Item 4. Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures. Under applicable SEC regulations, management of a reporting company, with the
participation of the principal executive officer and principal financial officer, must periodically evaluate the company’s “disclosure
controls and procedures,” which are defined generally as controls and other procedures of a reporting company designed to ensure
that information required to be disclosed by the reporting company in its periodic reports filed with the commission (such as this
Form 10-Q) is recorded, processed, summarized, and reported on a timely basis.

Our management, with the participation of John C. Lechleiter, Ph.D., chairman, president, and chief executive officer, and Derica W.
Rice, executive vice president, global services, and chief financial officer, evaluated our disclosure controls and procedures as of
June 30, 2014, and concluded that they are effective.

(b) Changes in Internal Controls. During the second quarter of 2014, there were no changes in our internal control over financial reporting
that materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Part II. Other Information

Item 1. Legal Proceedings

See Note 11: Contingencies to the Consolidated Condensed Financial Statements for information on various legal proceedings, including but
not limited to:

• The patent litigation and administrative proceedings involving Alimta.

• The product liability litigation involving Actos, Prozac, and Byetta.

• The employee litigation in Brazil.

That information is incorporated into this Item by reference.

This Item should be read in conjunction with the Legal Proceedings disclosures in our Annual Report on Form 10-K for the year ended
December 31, 2013 (Part I, Item 3).

Other Product Liability Litigation

We are currently a defendant in a variety of other product liability lawsuits in the U.S. involving primarily Darvon®, Cymbalta, diethylstilbestrol
(DES), and Zyprexa.

Along with several other manufacturers, we are named as a defendant in approximately 50 cases in the U.S. involving approximately 1,700
claimants related to the analgesics Darvon and related formulations of propoxyphene. Additionally, approximately 80 cases involving
approximately 225 claimants were dismissed and are on appeal to the Sixth Circuit. All but one of these dismissals have now been upheld by
the Sixth Circuit. Almost all of the active cases have been consolidated in a federal multi-district litigation in the Eastern District of Kentucky or
are pending in a coordinated state court proceeding in California. We transferred the U.S. regulatory approvals and all marketing rights to our
propoxyphene products in 2002 to NeoSan Pharmaceuticals, Inc. (an affiliate of aaiPharma, Inc.), which subsequently transferred all such
approvals and marketing rights to Xanodyne Pharmaceuticals, Inc. We believe these claims are without merit and are prepared to defend
against them vigorously.

Other Patent Litigation

In Canada, several generic companies challenged the validity of our Zyprexa patent. In September 2012, the Canadian Court of Appeals
affirmed the lower court's decision that the patent was invalid for lack of utility. In 2013, our petition for leave to appeal the decision to the
Supreme Court of Canada was denied. Two of the generic companies, Apotex Inc. and Teva Canada Limited, pursued claims for damages
arising from Lilly’s enforcement of the patent under Canadian regulations. In April 2014, the Supreme Court of Canada dismissed Apotex's
damages suit. Teva's claim for damages remains, and the total amount of damages that may be awarded to Teva will be determined through a
separate trial, which has not yet been scheduled.

In January 2014, Sanofi-Aventis U.S. LLC (Sanofi) filed a lawsuit against us in the U.S. District Court for the District of Delaware alleging patent
infringement with respect to our insulin glargine product for which we are seeking
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approval from the FDA. See Part I, Item 2, "Management's Discussion and Analysis—Executive Overview, Late-Stage Pipeline," for additional
details.

Marketing Practices Investigations

In January 2009, as part of the resolution of a government investigation related to our U.S. marketing and promotional practices with respect to
Zyprexa, we entered into a Corporate Integrity Agreement (CIA) with the U.S. Department of Health and Human Services Office of Inspector
General (OIG) which requires us to maintain our compliance program and to undertake a set of defined corporate integrity obligations for five
years. The agreement also provides for an independent third-party review organization to assess and report on our systems, processes,
procedures, and practices related to compliance with health care laws. We filed our final report to the OIG pursuant to the CIA in June 2014,
and later that month, received notification from the OIG that the CIA has officially concluded.

Other Matters

We are also a defendant in other litigation and investigations, including product liability, patent, employment, and premises liability litigation, of a
character we regard as ordinary and incidental to our business.

Item 1A. Risk Factors

Our material risk factors are disclosed in Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2013. There have been
no material changes from the risk factors previously disclosed in our Annual Report.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table summarizes the activity related to repurchases of our equity securities during the second quarter ended June 30, 2014:

Period

Total Number of
Shares Purchased

(in thousands)  
Average Price Paid 

per Share  

Total Number of Shares
Purchased as Part of
Publicly Announced
Plans or Programs

(in thousands)  

Approximate Dollar Value 
of Shares that May Yet Be

Purchased Under the 
Plans or Programs

(in millions)

April 2014 —  $ —  —  $ 4,445.0
May 2014 2,471.2  58.65  2,471.2  4,300.0
June 2014 —  —  —  4,300.0

Total 2,471.2  58.65  2,471.2   

In October 2013, we announced a $5.00 billion share repurchase program. During the second quarter of 2014, we purchased $145.0 million of
shares under the program.
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Item 6. Exhibits
The following documents are filed as exhibits to this Report:

EXHIBIT 2

 

Stock Asset Purchase Agreement ("SAPA") between Novartis AG and Eli Lilly and Company, dated as of April
22, 2014. In accordance with Item 601(b)(2) of Regulation S-X, the appendices and exhibits to the SAPA were
not filed. The SAPA contains a list of the contents of all omitted appendices and exhibits and the Company
hereby agrees to furnish a copy of any omitted document to the Securities and Exchange Commission upon
request.

   

EXHIBIT 12.   Statement re: Computation of Ratio of Earnings to Fixed Charges
  

EXHIBIT 31.1   Rule 13a-14(a) Certification of John C. Lechleiter, Ph.D., Chairman, President, and Chief Executive Officer
  

EXHIBIT 31.2
  

Rule 13a-14(a) Certification of Derica W. Rice, Executive Vice President, Global Services and Chief Financial
Officer

  

EXHIBIT 32.   Section 1350 Certification
  

EXHIBIT 101.   Interactive Data File
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalf by
the undersigned thereunto duly authorized.

 ELI LILLY AND COMPANY
 (Registrant)
  

Date: July 28, 2014 /s/James B. Lootens
 James B. Lootens

 

Corporate Secretary

 
 

Date: July 28, 2014 /s/Donald A. Zakrowski
 Donald A. Zakrowski
 Vice President, Finance and Chief Accounting Officer
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STOCK AND ASSET PURCHASE AGREEMENT

THIS STOCK AND ASSET PURCHASE AGREEMENT (as it may be amended or supplemented from time to time in
accordance with the terms hereof, this Agreement), dated as of April 22, 2014, is entered into by and between Novartis AG, a
company incorporated under the laws of Switzerland (the Seller), and Eli Lilly and Company, a corporation organized under the
laws of Indiana (the Purchaser; each of the Purchaser and the Seller is a Party and together are the Parties).

RECITALS

WHEREAS, the Seller and certain Affiliates of the Seller, including the Seller’s subsidiaries set forth in Annex B (the Transferred
Subsidiaries) and in Annex C (the Selling Affiliates), are engaged in the Business;

WHEREAS, as of the date of this Agreement, the Seller and certain of the Seller’s Affiliates directly or indirectly own shares or
other equity interests in the Transferred Subsidiaries (the Shares);

WHEREAS, the Seller and its Affiliates desire to sell to the Purchaser and its Affiliates, and the Purchaser desires to purchase or
cause its Affiliates to purchase from the Seller and its Affiliates, the Shares, and the Purchaser desires to purchase or cause its
Affiliates to purchase certain assets and assume or cause its Affiliates to assume certain liabilities of the Business, as set forth in
this Agreement;

WHEREAS, in connection with the closing of the transactions contemplated by this Agreement, the Purchaser and the Seller or
certain of their respective Affiliates will enter into the Ancillary Agreements; and

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, and in
consideration of the mutual terms, conditions and other agreements set forth herein, and intending to be legally bound hereby, the
Parties agree as follows:



Article I 

DEFINITIONS

1.01Definitions

Capitalized terms used in this Agreement shall have the meanings assigned to such terms in Annex A, which is hereby incorporated
by reference.

ARTICLE II     

PURCHASE AND SALE; CLOSING

2.01Purchase and Sale

On the terms and subject to the conditions of this Agreement and the Local Agreements, as applicable, at the Closing:

(a) Purchase and Sale of the Shares. The Seller shall, or shall cause one or more of its Affiliates to, sell, convey, transfer, assign
and deliver to the Purchaser or one or more of its Affiliates, and the Purchaser shall, or shall cause one or more of its
Affiliates to, purchase from the Seller or its Affiliates, as applicable, the Shares, free and clear of all Encumbrances other
than transfer restrictions imposed by national, federal or state securities laws.

(b) Purchase and Sale of the Transferred Assets. The Seller shall, or shall cause one or more of its Affiliates (other than the
Transferred Subsidiaries) to, sell, convey, transfer, assign and deliver to the Purchaser or one or more of its Affiliates, and
the Purchaser shall, or shall cause one or more of its Affiliates to, purchase from the Seller or its Affiliates (other than the
Transferred Subsidiaries), as applicable, free and clear of all Encumbrances other than Permitted Encumbrances, all of the
Seller’s and each of its Affiliates’ right, title and interest as of the Closing, in and to the following assets, rights and
properties of the Business (such transferred assets, rights and properties referred to in this Section 2.01(b), collectively, the
Transferred Assets):

(i)the Asset Transferred Real Property with all buildings, fixtures and improvements erected thereon;

(ii)the Transferred Plant and Equipment;

(iii)the Transferred Inventory;

(iv)the Transferred Accounts Receivable;



(v)the Transferred Books and Records;

(vi)the Transferred Intellectual Property Rights and the Transferred Intellectual Property Contracts;

(vii)the Transferred Contracts;

(viii)all Marketing Authorization Data;

(ix)all Commercial Information;

(x)all Medical Information;

(xi)all Product Approvals and all Product Applications and all other Permits Exclusively Related to the Business (it
being agreed, however, that no such Product Approval or Product Application or Permit is required to be
Transferred or included in the Transferred Assets unless permitted by Applicable Law);

(xii)subject to Section 6.13, the product package designs, product inserts, product logos and product artwork (whether
registered or unregistered) that, as of the date of this Agreement, are Exclusively Related to the Business;

(xiii)all claims, causes of action, choses in action, rights of recovery and rights of set-off of any kind (including the
right to sue and recover for past infringements or misappropriations of Transferred Intellectual Property Rights)
against any Person (other than Seller and its Affiliates), in each case Exclusively Related to the Business and not
relating to an Excluded Liability;

(xiv)any right to be indemnified by a Person (other than the Seller or its Affiliates) in respect of Assumed Liabilities
and any Transferred Asset (other than in respect of any Excluded Liabilities);

(xv)all goodwill of the Business;

(xvi)copies of any Tax Returns of the Seller’s Group and all books and records (including working papers) related
thereto, to the extent that such Tax Returns or books and records are Exclusively Related to the Business;

(xvii)assets transferred in accordance with Section 6.08 (including Annexes 6.08(k) and 6.08(l)); and

(xviii)other than any Excluded Assets, all other assets, properties or rights of every kind and description, wherever
located, whether real, personal or mixed, tangible or intangible, that are Exclusively Related to the Business.



(c) Excluded Assets. Notwithstanding anything in this Agreement to the contrary, from and after the Closing, the Seller’s
Group shall retain all of its right, title and interest in and to, and there shall be excluded from the direct or indirect sale,
conveyance, assignment or transfer to the Purchaser or its Affiliates pursuant to Section 2.01(b), and the Transferred Assets
shall not include, the following assets, rights and properties of the Seller’s Group (other than, subject to Section 2.01(d), the
Transferred Subsidiaries):

(i)those assets set forth in Annex 2.01(c)(i);

(ii)any (A) Intellectual Property Rights not Exclusively Related to the Business or (B) any Contract relating to
Intellectual Property Rights that is not a Transferred Intellectual Property Contract;

(iii)the Seller Retained Marks;

(iv)any product, and any permits, licenses, certificates, registrations, marketing or other authorizations or consents
issued by any Governmental Entity in any jurisdiction in respect of any product, or any applications therefore,
other than the Products, Product Approvals, Products Under Registration and Marketing Authorizations
transferrable under Applicable Law;

(v)all cash, marketable securities and negotiable instruments;

(vi)all real property and any leases therefor and interests therein, together with all buildings, fixtures, and
improvements erected thereon, other than the Transferred Real Property;

(vii)the company seal, minute books, charter documents, stock or equity record books and such other books and
records pertaining to the Seller or its Affiliates (other than the Transferred Subsidiaries), as well as any other
records or material relating to the Seller or its Affiliates (other than the Transferred Subsidiaries) generally and not
involving or related to the Transferred Assets or the Business;

(viii)any right of the Seller or its Affiliates to be indemnified in respect of Excluded Liabilities or any Excluded Asset;

(ix)all Tax assets (including Tax refunds and prepayments);

(x)all Tax Returns of the Seller’s Group and all books and records (including working papers) related thereto, except as
set forth in Section 2.01(b)(xvi);



(xi)any intercompany receivables of the Business, other than Intra-Group Trading Balances;

(xii)all Seller’s Group Insurance Policies and rights to proceeds thereunder;

(xiii)all artwork, paintings, drawings, sculptures, prints, lithographs, photographs and other artistic works of the
Seller’s Group;

(xiv)except as set forth in Section 6.08 and Annexes 6.08(k) and 6.08(l), all rights in connection with any assets of any
Benefit Plan other than any Transferred Subsidiary Benefit Plan;

(xv)any equity interest held by the Seller’s Group in any Person other than a Transferred Subsidiary;

(xvi)the Excluded Contracts;

(xvii)all rights of the Seller’s Group under this Agreement and the Ancillary Agreements;

(xviii)those assets, rights and properties that are to be used by, or necessary for, the Seller’s Group or its designated
third party to provide services to the Purchaser or its Affiliates under any of the Ancillary Agreements (other
than assets, properties or rights that are Exclusively Related to the Business and required to be listed on a
statement of net assets of the Animal Health Group in accordance with the Statement of Net Asset Rules); and

(xix)all assets, rights and properties that are not Exclusively Related to the Business.

The assets, rights and properties referred to in this Section 2.01(c) and in Section 2.01(d), the Excluded Assets.

(d) Excluded Assets of Transferred Subsidiaries. Notwithstanding anything in this Agreement to the contrary on or prior to the
Closing, the Seller shall, if it deems necessary or appropriate, cause the Transferred Subsidiaries to convey, transfer, assign
and deliver to the Seller or any member of the Seller’s Group, and the Seller or any such member of the Seller’s Group shall
accept from the Transferred Subsidiaries, at the Seller’s Group’s sole cost and expense, all of the Transferred Subsidiaries’
right, title and interest, if any, in and to (i) those assets, rights and properties set forth on Annex 2.01(d) and (ii) those assets,
rights and properties which, if held by a member of the Seller’s Group would constitute Excluded Assets, for such
consideration (or no consideration) as shall be determined by the Seller or the relevant member of the Seller’s Group. The
Seller shall notify the Purchaser of



any Excluded Assets conveyed from a Transferred Subsidiary pursuant to this Section 2.01(d).

2.02Assumption and Exclusion of Liabilities

(a) Assumed Liabilities. On the terms and subject to the conditions set forth herein, at the Closing, the Purchaser shall or shall
cause its Affiliates to assume from the Seller’s Group and discharge or perform when due all of the Assumed Liabilities.
Except for Liabilities within the definition of Excluded Liabilities, the Assumed Liabilities include, but are not limited to
the following:

(xix)all Liabilities of the Seller’s Group arising under the Transferred Contracts, Transferred Intellectual Property
Contracts and all other Contracts assumed by the Purchaser or its Affiliates;

(xx)all Liabilities for product warranty service claims relating to the Products and all Product Liabilities;

(xxi)all Liabilities in respect of Proceedings relating to the Business;

(xxii)all Environmental Liabilities; and

(xxiii)all Intra-Group Trading Balances and Intra-Group Non-Trade Payables.

(b) Excluded Liabilities. Notwithstanding any other provision of this Agreement, neither the Purchaser nor its Affiliates shall
assume nor shall any of them be responsible for any of the following Liabilities (collectively, the Excluded Liabilities) of
the Seller’s Group, all of which shall be retained by the applicable members of the Seller’s Group following the Closing
subject to the terms and conditions of this Agreement (it being understood that, subject to Article X, no Liabilities of the
Transferred Subsidiaries shall constitute Excluded Liabilities, it being acknowledged and agreed that such Liabilities shall
remain Liabilities of the Transferred Subsidiaries immediately after Closing):

(xx)all Liabilities relating to or in connection with compensation and employee benefits (A) under or in respect of any
employee benefit or compensation plan or scheme of the Seller and its Affiliates that is not sponsored solely by a
Transferred Subsidiary immediately prior to Closing, except as expressly assumed in Section 6.08 or except as
assumed by operation of Applicable Law; (B) for or in respect of Excluded Employees; and (C) for or in respect of
the Retention Arrangements, except as expressly assumed pursuant to Section 6.08(i)(v);



(xxi)all Liabilities arising in connection with the Proceedings specified in Annex 2.02(b)(ii);

(xxii)all Liabilities to the extent related to or arising under the Excluded Assets described in Section 2.01(c);

(xxiii)all Environmental Liabilities relating to or in connection with (A) the matters set forth on Annex 2.02(b)(iv); (B)
the management, treatment, storage, transportation, or disposal of Hazardous Substances, wastes, toxic
substances, hazardous materials, pollutants, contaminants and hazardous constituents, as these terms are defined
in Environmental Laws at locations other than the Transferred Real Property; and (C) operations at third party
contract manufacturing facilities prior to the Closing Date;

(xxiv)all Liabilities retained by the Business arising in connection with the disposition prior to Closing of any business
or business line of the Business (other than, for the avoidance of doubt, the sale of products of the Business in
the ordinary course);

(xxv)all intercompany payables other than Intra-Group Trading Balances and Intra-Group Non-Trade Payables; and

(xxvi)all Taxes imposed as a result of the ownership or operation of the Transferred Assets for any taxable period, or
portion thereof, ending on or prior to the Closing Date and all other Taxes of any member of the Seller’s Group
for any taxable period.

2.03Initial Purchase Price

(a) The aggregate initial purchase price (the Initial Purchase Price) payable by the Purchaser (and its Affiliates) to the Seller
(and its Affiliates) in consideration for the sale of the Shares and the Transferred Assets, the assumption of the Assumed
Liabilities by Purchaser (or its Affiliates), and the rights granted pursuant to the Technology License Agreement, shall be an
amount equal to:

(xxvii)$5,350,000,000;

(xxviii)plus the Delayed Closing Consideration Amount (if any);

(xxix)minus Estimated Closing Date Third Party Indebtedness;

(xxx)plus Estimated Closing Date Transferred Subsidiary Cash;

(xxxi)plus Estimated Closing Date Intra-Group Non-Trade Receivables;

(xxxii)minus Estimated Closing Date Intra-Group Non-Trade Payables;



(xxxiii)plus the amount of the difference between the Estimated Closing Date Net Working Capital and the Target Net
Working Capital if the Estimated Closing Date Net Working Capital is greater than the Target Net Working
Capital or minus the amount of such difference if the Estimated Closing Date Net Working Capital is less than
the Target Net Working Capital; and

(xxxiv)minus the Global Integration Holdback if the Purchaser is entitled to withhold such amount at Closing pursuant
to Section 2.11.

(b) No later than the third (3rd) Business Day prior to the Closing Date, the Seller shall deliver to the Purchaser an initial
Closing Statement (the Initial Closing Statement) containing the Seller’s good faith estimate of the Initial Purchase Price,
showing the Delayed Closing Consideration Amount (if any) and each of the Estimated Closing Date Third Party
Indebtedness, Estimated Closing Date Transferred Subsidiary Cash, Estimated Closing Date Intra-Group Non-Trade
Receivables, Estimated Closing Date Intra-Group Non-Trade Payables and Estimated Closing Date Net Working Capital, in
each case calculated in accordance with the Closing Statement Principles. The Purchaser shall promptly notify the Seller in
writing of any questions or disagreements it may have with any of the items in the Initial Closing Statement. The Parties
shall discuss in good faith and attempt to resolve any such matters prior to the scheduled Closing Date; provided that, in no
event shall the Closing be delayed and if the Parties are unable to resolve any such matters, then the Initial Closing
Statement delivered by the Seller, with such modifications as have been agreed between the Parties, shall be used for
purposes of the Closing (it being understood that the Seller shall have no obligation to agree to modify the Initial Closing
Statement).

2.04Closing

The closing of the Acquisition (the Closing) shall take place at the offices of Freshfields Bruckhaus Deringer US LLP, 601
Lexington Avenue, 31st Floor, New York, NY 10022, at 10:00 a.m., New York City time, on the last day of the month in which the
conditions set forth in Article VIII (other than those conditions that by their nature are to be satisfied at Closing, but subject to the
fulfillment or waiver of those conditions at Closing) have been satisfied or, to the extent permitted, waived; provided, however,
that:

(a) where the last day of such month is not a Business Day, the Closing shall instead take place on the first Business Day of the
following month; and

(b) where less than five (5) Business Days remain between the date of such fulfillment or waiver, as applicable, and the last
Business Day of such month, the Closing shall instead take place on either:

(i)the last Business Day of the following month; or



(ii)where the last day of such following month is not a Business Day, on the first Business Day of the following month;
or

(iii)at such other place, time and date as agreed in writing between the Seller and the Purchaser.

The date on which Closing occurs is referred to in this Agreement as the Closing Date.

2.05Transactions to be Effected at Closing

At Closing:

(a) the Seller shall or shall cause its Affiliates to, as applicable, deliver to the Purchaser or its Affiliates:

(iv)duly executed Local Agreements;

(v)counterparts of the Ancillary Agreements to which the Seller or any of its Affiliates is a party duly executed by the
Seller or such Affiliates, as applicable;

(vi)if requested by the Purchaser, the letters of resignation (or evidence that such directors have been removed from
office) of those directors of the Transferred Subsidiaries who are designated by the Purchaser pursuant to Section
6.04;

(vii)the Seller’s Closing Certificate;

(viii)a certification that Novartis Finance Corporation (and any other “United States person” within the meaning of
section 7701(a)(30) of the Code that is treated as transferring a “United States real property interest” within the
meaning of section 897(c)(1) of the Code for U.S. Federal income tax purposes in the Proposed Transactions) is
not a foreign person within the meaning of section 1445 of the Code, dated as of the Closing Date and in form and
substance as provided in Treasury Regulations section 1.1445-2(b)(2); and

(ix)an effective, irrevocable election under Section 338(h)(10) of the Code on IRS Form 8023 (and under any
comparable provisions of Applicable Law in any U.S. state or local jurisdiction) with respect to the U.S.
Transferred Subsidiary.

(b) the Purchaser shall or shall cause its Affiliates to, as applicable, deliver to the Seller:

(i)cash in an amount equal to the Initial Purchase Price by means of a wire transfer of immediately available funds to
such account or accounts as



shall be designated by the Seller no later than two (2) Business Days prior to the Closing Date;

(ii)duly executed Local Agreements;

(iii)an executed instrument of assignment and assumption substantially in the form attached hereto as Exhibit 2.05(b)
(iii) in respect of the Assumed Liabilities;

(iv)counterparts of the other Ancillary Agreements to which the Purchaser or any of its Affiliates is a party, duly
executed by the Purchaser or such Affiliates, as applicable; and

(v)the Purchaser’s Closing Certificate.

2.06Settlement of Intra-Group Balances

(a) Immediately following the Closing, the Purchaser shall cause each Transferred Subsidiary to repay to the relevant member
of the Seller’s Group the amount of any Estimated Closing Date Intra-Group Non-Trade Payables and shall acknowledge,
on behalf of each Transferred Subsidiary, the payment of the Estimated Closing Date Intra-Group Non-Trade Receivables in
accordance with Section 2.06(b).

(b) Immediately following the Closing, the Seller shall cause each relevant member of the Seller’s Group to repay to the
relevant Transferred Subsidiaries the amount of any Estimated Closing Date Intra-Group Non-Trade Receivables and shall
acknowledge on behalf of each relevant member of the Seller’s Group the payment of the Estimated Closing Date Intra-
Group Non-Trade Payables in accordance with Section 2.06(a).

(c) Following the determination of the Final Closing Statement pursuant to Section 2.07, if the amount of any Intra-Group Non-
Trade Payable or any Intra-Group Non-Trade Receivable, as applicable, contained in the Final Closing Statement is greater
or less than the amount of the corresponding Estimated Closing Date Intra-Group Non-Trade Payable or Estimated Closing
Date Intra-Group Non-Trade Receivable, then the Seller and the Purchaser shall cause such adjustments to the repayments
pursuant to Sections 2.06(a) or 2.06(b), as applicable, to be made as may be necessary to ensure that (taking into account
such adjustments) the actual amount of each Intra-Group Non-Trade Payable and each Intra-Group Non-Trade Receivable
has been repaid by each Transferred Subsidiary to the relevant member of the Seller’s Group or by the relevant member of
the Seller’s Group to the relevant Transferred Subsidiary, as the case may be.

(d) The repayment of the Estimated Closing Date Intra-Group Non-Trade Receivables and the Estimated Closing Date Intra-
Group Non-Trade Payables pursuant to



Sections 2.06(a) and 2.06(b), as applicable, and any adjustments to such repayments pursuant to Section 2.06(c) shall be
settled by payments between the Seller, for itself and on behalf of the relevant members of the Seller’s Group, and the
Purchaser, for itself and on behalf of the relevant Transferred Subsidiaries. Any such payments due between the Seller and
the Purchaser in relation to repayments of the Estimated Closing Date Intra-Group Non-Trade Payables and Estimated
Closing Date Intra-Group Non-Trade Receivables pursuant to Sections 2.06(a) or 2.06(b), as applicable, or in relation to
adjustments to those repayments pursuant to Section 2.06(c), respectively, may be netted against each other to produce a net
sum.

(e) Any Intra-Group Trading Balances shall be settled after Closing in the ordinary course, except, in each case, where
settlement terms have already been agreed between the relevant debtor and creditor.

2.07Purchase Price Adjustment

(a) For the purposes of finally determining Closing Date Third Party Indebtedness, Closing Date Transferred Subsidiary Cash,
Closing Date Intra-Group Non-Trade Receivables, Closing Date Intra-Group Non-Trade Payables and Closing Date Net
Working Capital, the Seller shall, after Closing, prepare a Closing Statement (the Proposed Closing Statement), setting
forth the amounts and calculations, in accordance with the Closing Statement Principles, of each of Closing Date Third
Party Indebtedness, Closing Date Transferred Subsidiary Cash, Closing Date Intra-Group Non-Trade Receivables, Closing
Date Intra-Group Non-Trade Payables and Closing Date Net Working Capital, and any resulting proposed adjustment to the
Initial Purchase Price, in each case together with reasonable supporting detail with respect to the calculations included
therein. The Seller shall deliver the Proposed Closing Statement to the Purchaser within sixty (60) days after Closing. The
Proposed Closing Statement shall be prepared as of (such time, the Statement Time):

(i)where Closing takes place on the first Business Day of the month, the close of business in the relevant locations on
the last day of the previous month; or

(ii)otherwise, the close of business in the relevant locations on the date on which Closing takes place,

it being understood that no account shall be taken of events taking place after the Statement Time in determining the Final
Closing Statement.

(b) The Proposed Closing Statement shall become final and binding upon the Parties on the sixtieth (60th) day following
delivery thereof (and shall be deemed the Final Closing Statement, and the determination contained therein shall be final
and binding) unless the Purchaser gives written notice, in good faith, of its disagreement with the Proposed Closing
Statement (a Notice of Disagreement) to the Seller prior



to the expiration of such sixty (60) day period. In addition, in order to be valid, a Notice of Disagreement shall specify those
items or amounts with which the Purchaser disagrees in the Proposed Closing Statement and contain a reasonably detailed
description of the reasons for its objections to each such item or amount contained therein. Items not validly disputed in the
Notice of Disagreement shall be final and binding upon the Parties.

(c) The objections set forth in the Notice of Disagreement shall be resolved as follows:

(i)During the sixty (60) day period following the delivery of a Notice of Disagreement, the Purchaser and the Seller
shall first seek in good faith to resolve such objections. If such objections are so resolved, they shall be deemed final
and binding as so resolved and, at such time, the Proposed Closing Statement, as modified to reflect such resolution,
shall be deemed the Final Closing Statement.

(ii)If the Parties do not resolve all of such objections during the foregoing sixty (60) day period, the Purchaser and the
Seller shall submit to the Accounting Firm for determination any and all matters that remain in dispute (the
Unresolved Objections) and which were included in the Notice of Disagreement.

(iii)The Accounting Firm shall be instructed by the Parties to render its determination regarding only the Unresolved
Objections within twenty (20) Business Days following the date of such submission. In making its determination,
the Accounting Firm shall act as an expert and not as an arbitrator. The scope of the Accounting Firm’s
determination shall be limited to whether there were mathematical errors in the Proposed Closing Statement,
whether the calculations of the Closing Date Third Party Indebtedness, Closing Date Transferred Subsidiary Cash,
Closing Date Intra-Group Non-Trade Receivables, Closing Date Intra-Group Non-Trade Payables and Closing
Date Net Working Capital, included therein, were performed in accordance with the Closing Statement Principles
and the definitions contained herein and therein, and the Accounting Firm is not to make any other determination.
The Accounting Firm’s determination with respect to any Unresolved Objection shall be within the range of values
assigned by the Seller to such item in the Proposed Closing Statement and by the Purchaser to such item in the
Notice of Disagreement. The Purchaser and the Seller shall furnish to each other and to the Accounting Firm such
work papers and other documents and information relating to the determination of the Final Closing Statement as
the Accounting Firm may reasonably request and are available to that Party (or its independent public accountants)
and shall be afforded the opportunity to present to the Accounting Firm any material related to the disputed items
and to discuss such items with the



Accounting Firm to the extent necessary to resolve any Unresolved Objections.

(iv)The resolution by the Accounting Firm of the Unresolved Objections shall be final and binding and, at such time,
the Proposed Closing Statement, as modified to reflect such resolution (and any matters resolved in accordance
with Section 2.07(c)(i)), shall be deemed the Final Closing Statement. The Parties agree that the procedure set forth
in this Section 2.07 for resolving disputes with respect to the Proposed Closing Statement shall be the exclusive
method for resolving any disputes with respect to Closing Date Third Party Indebtedness, Closing Date Transferred
Subsidiary Cash, Closing Date Intra-Group Non-Trade Receivables, Closing Date Intra-Group Non-Trade Payables
and Closing Date Net Working Capital.

(v)The fees and expenses of the Accounting Firm shall be allocated to and paid by the Purchaser, on the one hand, and
the Seller on the other, based upon the percentage that the portion of the contested amount not awarded to each
Party bears to the amount actually contested between the Parties, as determined by the Accounting Firm.

(d) No later than five (5) Business Days after the Proposed Closing Statement is deemed the Final Closing Statement pursuant
to this Section 2.07:

(i)if Closing Date Third Party Indebtedness is: (A) less than Estimated Closing Date Third Party Indebtedness, the
Purchaser shall deliver to the Seller payment of the amount of such deficit; or (B) greater than Estimated Closing
Date Third Party Indebtedness, the Seller shall deliver to the Purchaser payment of the amount of such excess;

(ii)if Closing Date Transferred Subsidiary Cash is: (A) less than Estimated Closing Date Transferred Subsidiary Cash,
the Seller shall deliver to the Purchaser payment of the amount of such deficit; or (B) greater than Estimated
Closing Date Transferred Subsidiary Cash, the Purchaser shall deliver to the Seller payment of the amount of such
excess;

(iii)if Closing Date Intra-Group Non-Trade Payables is: (A) less than Estimated Closing Date Intra-Group Non-Trade
Payables, the Purchaser shall deliver to the Seller payment of the amount of such deficit; or (B) greater than
Estimated Closing Date Intra-Group Non-Trade Payables, the Seller shall deliver to the Purchaser payment of the
amount of such excess;

(iv)if Closing Date Intra-Group Non-Trade Receivables is: (A) less than Estimated Closing Date Intra-Group Non-
Trade Receivables, the Seller shall deliver to the Purchaser payment of the amount of such deficit; or (B) greater
than Estimated Closing Date Intra-Group Non-Trade Receivables, the



Purchaser shall deliver to the Seller payment of the amount of such excess; and

(v)if Closing Date Net Working Capital is: (A) less than Estimated Closing Date Net Working Capital, the Seller shall
deliver to the Purchaser payment of the amount of such deficit; or (B) greater than Estimated Closing Date Net
Working Capital, the Purchaser shall deliver to the Seller payment of the amount of such excess.

Any payments made by any Party pursuant to this Section 2.07(d) shall be made by wire transfer in immediately available
funds to a bank account designated in writing by the Party receiving payment (such designation to be made at least three
(3) Business Days prior to such payment). The Parties shall net the payments, if any, to be made pursuant to Sections
2.07(d)(i), (ii), and (v), such that only one Party is required to deliver amounts required to be paid thereunder. Any
amounts required to be paid pursuant to Sections 2.07(d)(iii) and (iv) shall be made in accordance with Sections 2.06(c)
and 2.06(d). Any amounts required to be paid pursuant to Sections 2.07(d)(iii) by the Purchaser, on the one hand, or the
Seller, on the other hand, shall be considered to have been paid or received by the Seller on behalf of itself or the Selling
Affiliates, as applicable or the Purchaser on behalf of itself or its Affiliates, as applicable.

(e) If there is an adjustment pursuant to this Section 2.07 or Section 2.06(c), as applicable, which relates to any Transferred
Subsidiary, Transferred Asset or any other part of the Business which is the subject of a Local Agreement, then, if required
to implement such adjustment, the Purchaser shall, and the Seller shall or shall cause the relevant member of the Seller’s
Group to, to the extent permissible and/or required under Applicable Law, enter into one or more supplemental agreements
reflecting such adjustment and the allocation thereof.

(f) Following the Closing and until the date the Proposed Closing Statement is deemed the Final Closing Statement pursuant to
this Section 2.07, and without limiting Section 6.02, the Purchaser agrees that it shall provide and cause to be provided to
the Seller’s Group and the Representatives of the Seller’s Group, reasonable access upon reasonable notice during normal
business hours to the properties, books, contracts, personnel and records of the Business, and the Purchaser’s and its
accountant’s work papers relevant to the preparation of the Proposed Closing Statement and/or Final Closing Statement and
the adjustments contemplated by this Section 2.07, and shall provide the Seller, upon the Seller’s reasonable request and at
the Seller’s expense, with copies of any such books, contracts, records and work papers and the Purchaser shall cause its
personnel and the Transferred Employees to cooperate with the Seller and respond to the Seller’s requests for information
promptly with respect thereto.



2.08Nonassignability of Assets

(a) Notwithstanding anything to the contrary contained in this Agreement, to the extent that the sale, assignment, sublease,
sublicense, transfer, conveyance or delivery (the Transfer, and the term Transferred has meaning correlative to the
foregoing), or attempted Transfer, to the Purchaser of any asset (including any Product Approval or Product Application)
that would be a Transferred Asset, or any claim or right or any benefit arising thereunder or resulting therefrom or any asset,
claim, right or benefit of a Transferred Subsidiary is prohibited by any Applicable Law or would require any governmental
or third-party authorizations, approvals, consents or waivers, and such authorizations, approvals, consents or waivers shall
not have been obtained prior to the Closing, the Closing shall proceed without the Transfer of such asset, claim, right or
benefit.

(b) Any such asset, claim, right or benefit required to be transferred by the Seller’s Group pursuant to Sections 2.01(b) shall be
regarded as a Transferred Asset for purposes of the calculations required under Section 2.07 if such asset would, but for the
circumstances set out in this Section 2.08, be reflected in a Closing Statement prepared in accordance with the Closing
Statement Principles and, subject to Annex 6.05 which shall apply in relation to Product Approvals and Product
Applications, following the Closing, the Parties shall, subject to Section 6.14, use their respective reasonable best efforts to
cooperate with each other to take such actions (including delivery of any notice) that may be required to obtain promptly
such authorizations, approvals, consents or waivers; provided, however, that neither the Seller nor any member of the
Seller’s Group shall be required to pay any consideration therefor or be obligated to incur any Liability in connection
therewith. Pending such authorization, approval, consent or waiver, and subject to the terms of the Manufacturing and
Supply Agreement, and, for the avoidance of doubt, Annex 6.05 which shall apply in relation to Product Approvals and
Product Applications, the Parties shall cooperate with each other in any mutually agreeable, commercially reasonable and
lawful arrangements designed to provide to the Purchaser the benefits of use of such asset, claim, right or benefit and to the
Seller or any member of the Seller’s Group the benefits, including any indemnities, that they would have obtained had the
asset, claim, right or benefit been Transferred to the Purchaser at the Closing; provided that any such arrangement shall be
limited to a period of eighteen (18) months following the Closing. Once authorization, approval, consent or waiver for the
Transfer of any such asset, claim, right or benefit not Transferred at the Closing is obtained, the Seller shall, or shall cause
the relevant members of the Seller’s Group to, as promptly as reasonably practicable Transfer such asset, claim, right or
benefit to the Purchaser.

(c) The Seller shall hold in trust for and pay to the Purchaser promptly upon receipt thereof all income, proceeds and other
monies received by the Seller or any member of the Seller’s Group in connection with its use of any asset, claim, right or
benefit



(net of any Taxes, reduced by any deductions available in connection therewith, as determined in the Seller’s reasonable
judgment, and any other costs imposed upon the Seller’s Group) in connection with the arrangements under this
Section 2.08. The Purchaser shall promptly provide to the Seller whatever is reasonably required for the Seller to meet its
obligations on a timely basis under any Contract or in relation to any asset, claim, right or benefit.

(d) The Purchaser acknowledges and agrees that to the extent that the Purchaser or any of its Affiliates is allowed the benefits
or use of any Contract or other asset or any claim or right or benefit arising thereunder or resulting therefrom pursuant to
this Section 2.08 while any third-party consent or novation relating thereto has not been obtained, the Purchaser shall be
responsible for and shall indemnify and hold harmless the Seller Indemnitees from and against all Losses incurred by any
Seller Indemnitee under any such Contract or in relation to any such Contract, asset, claim, right or benefit (including with
respect to any breach, or alleged breach, of such Contract or any damage to such asset, claim, right or benefit by the
Purchaser or any of its Affiliates or as a result of the Purchaser or any of its Affiliates having the benefit or use of any such
Contract or asset, claim, right or benefit while any third-party consent or novation has not been obtained).

(e) To the extent that the Transfer of any Excluded Asset, or attempted Transfer, is prohibited by Applicable Law or would
require any governmental or third-party authorizations, approvals, consents or waivers, and such authorizations, approvals,
consents or waivers shall not have been obtained at or prior to the Closing, then the foregoing provisions of this Section
2.08 shall apply mutatis mutandis. Without limiting the previous sentence, in the event that a Transferred Subsidiary is
unable to assign any rights to seek indemnity against third parties in respect of any Excluded Asset or Excluded Liability, or
that any such assignment is held to be invalid or unenforceable, the Purchaser shall, or shall cause the relevant Transferred
Subsidiary to, reasonably cooperate with the Seller to take such steps as the Seller may reasonably request and at Seller’s
expense in pursuing the claims for indemnity. Furthermore, in the event that a Selling Affiliate is unable to assign any rights
to seek indemnity against third parties in respect of any Transferred Asset, or that any such assignment is held to be invalid
or unenforceable, the Seller shall, or shall cause the relevant Selling Affiliate to, reasonably cooperate with the Purchaser to
take such steps as the Purchaser may reasonably request and at Purchaser’s expense in pursuing the claims for indemnity.

2.09Allocation

The Parties agree to allocate the Finally Determined Purchase Price (and all other capitalizable costs) among the Transferred Assets
and Transferred Subsidiaries for Tax purposes in accordance with the allocation schedule attached hereto as Annex 2.09.



2.10Withholding

The Purchaser or its Affiliates shall be entitled to deduct and withhold from any amounts otherwise deliverable or payable to the
Seller such amounts as may be required to be deducted and withheld with respect to the making of such payment under any
Applicable Law in respect of Taxes. The Purchaser shall, or, as applicable, shall cause its Affiliates to, notify the Seller in writing
promptly (and in any event within ten (10) days of the date on which the relevant amount is due for delivery or payment) upon
determining that any amount may be required to be withheld. The Parties shall cooperate in completing any certifications or similar
documents or taking any other procedural steps that may be required to minimize the amount of any required deduction or
withholding for or on account of Taxes. To the extent amounts are so withheld and paid over to the appropriate Taxing Authority,
the withheld amounts shall be treated for all purposes of this Agreement as having been paid to the Seller.

2.11Global Integration Holdback

In the event that the France Put Option has not been exercised at or prior to the Closing pursuant to the France Put Option Exercise,
and in recognition that certain global integration initiatives of the Purchaser may be foregone by the Purchaser for some period of
time, the Seller and Purchaser agree that the Purchaser may withhold $150,000,000 of the Initial Purchase Price (the Global
Integration Holdback) payable at Closing until the date on which both the Closing and the France Closing are then completed, at
which time the Purchaser shall promptly pay such amount to Seller.

ARTICLE III     

REPRESENTATIONS AND WARRANTIES RELATING TO THE SELLER

Except as set forth in the Disclosure Schedule, the Seller hereby represents and warrants to the Purchaser as follows:

3.01Organization and Standing of the Seller

The Seller is duly incorporated, validly existing and in good standing, under the laws of Switzerland. The Seller and its Affiliates
have all requisite corporate power and authority to own, lease or operate, as applicable, the Transferred Assets and to carry on the
Business as currently conducted, and are duly qualified to do business and, if applicable, are in good standing as a foreign
corporation in each jurisdiction where the ownership or operation of the Transferred Assets or the conduct of the Business requires
such qualification, except to the extent that the failure to be so qualified or in good standing would not, individually or in the
aggregate, reasonably be expected to have a material and adverse effect on the ability of the Seller or its Affiliates to consummate
the Proposed Transactions.



3.02Authority; Execution and Delivery; Enforceability

The execution and delivery by the Seller of this Agreement and by the Seller and each Affiliate of the Seller of the Ancillary
Agreements to which it is a party, and the consummation by the Seller and such relevant Affiliates of the Acquisition and the other
transactions contemplated hereby and thereby, as applicable, and performance by the Seller and its Affiliates hereunder and
thereunder, have been duly authorized by all necessary corporate action and no further corporate action is required in connection
therewith. This Agreement has been duly executed and delivered by the Seller and, assuming that this Agreement and the Ancillary
Agreements have been duly authorized, executed and delivered by the Purchaser or the Purchaser’s Affiliate party thereto, this
Agreement constitutes, and when executed, each Ancillary Agreement will constitute, the Seller’s or the Seller’s Affiliate party
thereto, as applicable, legal, valid and binding obligation, enforceable against the Seller or such Seller’s Affiliate in accordance
with its terms, except as may be limited by applicable bankruptcy, insolvency, reorganization or other similar laws affecting the
enforcement of creditors’ rights generally, and by principles of equity regarding the availability of remedies (whether in a
proceeding at law or in equity).

3.03No Conflicts

The execution, delivery and performance by the Seller and its Affiliates of this Agreement and the Ancillary Agreements to which
they are a party, and the consummation of the transactions contemplated hereby and thereby do not: (a) violate any provision of the
Governing Documents of the Seller or any of its Affiliates, (b) conflict with, or result in the breach of, or constitute a material
default under, or result in the termination, cancellation, modification or acceleration (whether after the filing of notice or the lapse
of time or both) of any right or obligation of the Seller or any of its Affiliates under, or result in a loss of any benefit to which the
Seller or any of its Affiliates is entitled under, any Material Contract or (c) assuming the receipt of all consents, approvals, licenses,
permits, orders and authorizations and the making of registrations, declarations and filings as described in Section 3.04 or required
to be made or obtained prior to Closing by the Purchaser or its Affiliates, violate or result in a breach or constitute a default under
any Judgment or Applicable Law applicable to the Seller or any of its Affiliates in respect of the Business, the Transferred
Subsidiaries or the Transferred Assets, other than, in the case of (b) and (c): (i) as may result from any facts or circumstances
relating solely to the Purchaser or any of its Affiliates (or its or their respective officers, directors, employees or agents), or (ii) any
such violation or default that would not, individually or in the aggregate, reasonably be expected to (A) have a material and adverse
effect on the ability of the Seller or its Affiliates to consummate the Proposed Transactions or (B) have a Material Adverse Effect.

3.04Consents and Approvals

No consent, approval, license, permit, order or authorization of, or registration, declaration or filing with, any Governmental Entity
is required to be obtained or made by or with respect



to the Seller or any of its Affiliates in connection with the execution, delivery and performance of this Agreement or the Ancillary
Agreements or the consummation of the Acquisition or the other transactions contemplated hereby and thereby, other than: (a) the
Required Notifications; (b) such consents, approvals, licenses, permits, orders, authorizations, registrations, declarations or filings
(i) in relation to the Transfer of the Product Approvals or Product Applications or (ii) which, if not so made or obtained by the
Seller or any of its Affiliates would not, individually or in the aggregate, reasonably be expected to (A) have a material and adverse
effect on the ability of the Seller or its Affiliates to consummate the Proposed Transactions or (B) have a Material Adverse Effect;
or (c) as may be necessary as a result of any facts or circumstances relating solely to the Purchaser or any of its Affiliates (or its or
their respective officers, directors, employees or agents).

3.05No Proceedings

As of the date of this Agreement, there is no Proceeding pending or, to the Seller’s Knowledge, threatened, against the Seller or any
of its Affiliates that would, individually or in the aggregate, reasonably be expected to (i) have a material and adverse effect on the
ability of the Seller or its Affiliates to consummate the Proposed Transactions or (ii) have a Material Adverse Effect.

3.06Brokers or Finders

The Seller or other members of the Seller’s Group will be solely responsible for any commission, finder’s fee or other fees and
expenses for services rendered by any broker, finder, financial advisor or investment bank in connection with the Proposed
Transactions based on arrangements made by the Seller or any of its Affiliates.

ARTICLE IV     

REPRESENTATIONS AND WARRANTIES RELATING TO THE BUSINESS

Except as set forth in the Disclosure Schedule, the Seller hereby represents and warrants to the Purchaser as follows:

4.01Organization and Standing of the Transferred Subsidiaries and Selling Affiliates

(c) Section 4.01(a) of the Disclosure Schedule sets forth a complete and accurate list of each of the Transferred Subsidiaries,
together with its jurisdiction of organization, its authorized and outstanding capital stock or other equity interests, all of
which equity interests are held by the Seller or an Affiliate of the Seller.

(d) Section 4.01(b) of the Disclosure Schedule sets forth a complete and accurate list of each of the Selling Affiliates, together
with its jurisdiction of organization.



(e) Each Transferred Subsidiary and Selling Affiliate is duly incorporated, validly existing and in good standing, under the laws
of its jurisdiction of organization, and has all necessary corporate power under its Governing Documents to conduct its
portion of the Business as at the date of this Agreement, except to the extent that the failure to be so qualified or in good
standing would not reasonably be expected to have a Material Adverse Effect.

4.02The Shares

(c) Either the Seller or one of its Affiliates has good and valid title to the Shares, free and clear of all Encumbrances, other than
transfer restrictions imposed by national, federal or state securities laws.

(d) All of the Shares have been duly authorized and validly issued and are fully paid and non-assessable. There are no options,
warrants, rights, convertible, exercisable or exchangeable securities, “phantom” stock rights, stock appreciation rights,
stock-based performance units, commitments, Contracts, arrangements or undertakings of any kind to which any of the
Transferred Subsidiaries is a party or by which it is bound obligating any of the Transferred Subsidiaries to issue, deliver or
sell, or cause to be issued, delivered or sold, additional shares of capital stock or other equity interests in, or any security
convertible into, or exercisable or exchangeable for, any capital stock of, or other equity interest in, such Transferred
Subsidiary. The Shares constitute all of the issued and outstanding shares of capital stock of the Transferred Subsidiaries.

(e) There are no outstanding Contracts to which any of the Transferred Subsidiaries is a party or is otherwise bound to
repurchase, redeem or otherwise acquire any shares of capital stock of such Transferred Subsidiary. The Shares are not
subject to and were not issued in violation of any purchase option, call option, right of first refusal, preemptive right,
subscription right or similar right or any provision of Applicable Law or the Governing Documents of the Transferred
Subsidiaries.

4.03Financial Information

Part 2 of Annex 4.03 sets forth a true and complete copy of the unaudited statement of net assets of the Animal Health Group as at
December 31, 2013 (the Statement of Net Assets). In addition, the Seller has made available to the Purchaser true and complete
copies of (i) an unaudited statement of profits and loss for the Animal Health Group for the fiscal year ended December 31, 2013
and (ii) an unaudited statement of net assets of the Animal Health Group as of March 31, 2014 and the related unaudited statement
of profits and loss for the year-to-date period then ended (collectively, together with the Statement of Net Assets, the Financial
Statements). The Statement of Net Assets has been prepared in accordance with the Statement of Net Asset Rules and the other
Financial Statements have been prepared in accordance with Novartis’ Accounting Manual, which is aligned with IFRS. The
Financial Statements fairly present, in all material respects, the financial position and results of



operations of the Animal Health Group, taken as a whole, as of the dates of and for the periods reflected in the Financial
Statements.

4.04No Material Changes

Since December 31, 2013 and through the date of this Agreement, (a) the Seller and its Affiliates have conducted the Business in
all material respects in the ordinary course of business, (b) there has been no event, occurrence or development which, individually
or in the aggregate, has had or is reasonably likely to have a Material Adverse Effect and (c) the Seller and its Affiliates have not
taken any action that, if taken during the period from the date hereof through the Closing, would constitute a breach of Sections
6.01(b)(iii), (iv), (v)(B), (vii), (xi), (xii), (xv) or (xvi).

4.05Absence of Undisclosed Liabilities

The Business does not have any Liability, other than Liabilities (a) adequately reflected or reserved against in the Financial
Statements, (b) incurred since December 31, 2013 in the ordinary course of business consistent with past practice (including actions
permitted by Section 6.01), (c) arising under any Contract set forth in Section 4.08(a) of the Disclosure Schedule or not required to
be so listed (other than as a result of a material breach or default thereunder), (d) disclosed in Section 4.05 of the Disclosure
Schedule or in respect of the subject matters specifically addressed by the representations and warranties set forth in Sections 4.07,
4.12, 4.13, 4.14, or 4.15 or (e) which are not material to the Business taken as a whole.

4.06Real Property

(f) (i) Section 4.06(a)(i) of the Disclosure Schedule sets forth a complete and correct list of the Transferred Owned Real
Property and Transferred Leased Real Property (together, the Transferred Real Property) and (ii) Section 4.06(a)(ii) of the
Disclosure Schedule sets forth a complete list of all material real property used in connection with the Business as of the
date hereof and not included in the Transferred Real Property.

(g) No Person other than Seller or its Affiliates is in possession of any Transferred Real Property and there are no other leases,
licenses, concessions or other agreements (whether written or oral) granting to any Person the right of use or occupancy of
any portion of the Transferred Real Property.  The Seller or its Affiliates have not received written (or, to the Seller’s
Knowledge, oral) notice of any condemnation, eminent domain or similar proceedings pending or, to the Seller’s
Knowledge, threatened, that would preclude or materially impair the use of any of the Transferred Real Property, or any
material portion thereof, for the purposes for which they are currently used.  To the Seller’s Knowledge, the Transferred
Real Property and improvements are in compliance with Applicable Laws, including those pertaining to zoning and
building.



(h) Seller or one of its Affiliates has good, legal and valid title to the Transferred Owned Real Property, free and clear of all
Encumbrances, other than Permitted Encumbrances.

(i) Except as set forth in Section 4.06(d) of the Disclosure Schedule:

(i)Seller or one of its Affiliates holds a current and valid leasehold interest in each Transferred Leased Real Property,
free and clear of all Encumbrances other than Permitted Encumbrances; and

(ii)no lessee of a Transferred Leased Real Property is in material breach or material default, nor is there any event that
with the passing of time (that may not be cured by any action which may in compliance with the terms thereof be
taken) or the giving of notice would be such a material breach or default, under the leases relating to the Transferred
Leased Real Property, and to Seller’s Knowledge, no other party thereto is in material breach or material default
thereunder, nor, to the Seller’s Knowledge, is there any event that with the passing of time (that may not be cured
by any action which may in compliance with the terms thereof be taken) or the giving of notice would be such a
material breach or default; and

(iii)True, complete and correct copies of all leases (including any amendments, modifications, and renewals) relating
to any Transferred Leased Real Property have been delivered or made available in the Virtual Data Room to the
Purchaser. No consent or approval from the landlord to any Transferred Leased Real Property is required to
consummate the Proposed Transactions under any Transferred Leased Real Property. No Transferred Leased Real
Property has a lease with a related guarantee.

4.07Intellectual Property  

(a) Section 4.07(a) of the Disclosure Schedule sets forth, as of the date of this Agreement, a list of each item of Registered
Intellectual Property Rights and each patent and patent application licensed to the Seller or its Affiliates that is Exclusively
Related to the Business, including for each such item as applicable (i) the registration or application number, (ii) the identity
of the owner, and (iii) the jurisdiction of issuance or registration. With respect to each item of Registered Intellectual
Property Rights, (x) such item is existing, and, to the Seller’s Knowledge, valid and enforceable and (y) all necessary fees
due and documents and recordations with the relevant Governmental Entity in connection therewith have been paid and
filed for the purposes of prosecuting, perfecting and maintaining such item, other than those that would not be reasonably
likely, individually or in the aggregate with other such matters, to have a Material Adverse Effect.



(b) Section 4.07(b) of the Disclosure Schedule sets forth, as of the date of this Agreement, a list of each material (i) Transferred
Intellectual Property Contract and (ii) other Contract involving the grant of Intellectual Property Rights to or from the Seller
or its Affiliates and relating to the Business.

(c) Except as set forth in Section 4.07(c) of the Disclosure Schedule, to the Seller’s Knowledge, no item of Registered
Intellectual Property Rights is subject to any outstanding order, judgment or decree imposing restrictions on the ownership,
validity, registerability or enforceability of such Registered Intellectual Property Right, other than those that would not be
reasonably likely, individually or in the aggregate with other such matters, to have a Material Adverse Effect.

(d) Except where a co-ownership interest with a third party is indicated in Section 4.07(a) of the Disclosure Schedule, the Seller
and its Affiliates own all Registered Intellectual Property Rights and all other Owned Intellectual Property Rights, free and
clear of Encumbrances other than Permitted Encumbrances.

(e) There is no material judicial, administrative or arbitral action, suit, hearing, inquiry, nor to the Seller’s Knowledge or as to
which Seller or its Affiliates have been notified in writing by any Governmental Entity, investigation or other proceeding
(public or private) before any Governmental Entity pending against the Seller or any of its Affiliates alleging that the
conduct of the Business with respect to the Products or other product candidates in full development, submission, or
stewardship status under research programs of Seller or its Affiliates (including product candidates in such status as set forth
on Annex 4.11 and document 3.3.1.2 of the Virtual Data Room), in each case, based on their current applicable stage of
development, constitutes infringement, misappropriation or other violation of any Intellectual Property Rights of any third
party. To the Seller’s Knowledge, (i) there is no reasonable basis for any such allegation of infringement, misappropriation
or violation and neither Seller nor its Affiliates have received any written notice that remains unresolved from any third
party making any such allegation or challenging the validity, enforceability or ownership of any of the Owned Intellectual
Property Rights, and (ii) except as set forth in Section 4.07(e) of the Disclosure Schedule, no third party is infringing,
misappropriating or otherwise violating any of the Owned Intellectual Property Rights.

(f) The Owned Intellectual Property Rights, the Transferred Intellectual Property Contracts, and the Intellectual Property
Rights licensed under the Technology License Agreement, Transitional Trademark License Agreement and the Trademark
License Agreement constitute all the Intellectual Property Rights necessary and sufficient for the Purchaser to conduct the
Business from and after the Closing Date as conducted and proposed to be conducted by the Seller and its Affiliates, in each
case, based on the current applicable stage of development, provided however, that the foregoing is not a representation of
non-infringement, non-misappropriation, or



any other non-violation of Intellectual Property Rights of any third party, which representation is solely set forth in
Section 4.07(e) above.

(g) All Intellectual Property Rights controlled by Seller and its Affiliates that are Exclusively Related to the Business with
respect to those research programs of Seller and its Affiliates that are Exclusively Related to the Business, including all
tangible embodiments thereof, are either included as part of the Transferred Assets or owned by the Transferred Subsidiaries
(and such programs include all research programs, regardless of stage of development or commercialization, disclosed in
the Virtual Data Room) unless otherwise identified as an Excluded Human Research Program (as defined in the Technology
License Agreement).

(h) Notwithstanding anything to the contrary, the Purchaser acknowledges and agrees that the only representations and
warranties given in relation to matters relating to the Intellectual Property Rights specifically addressed in this Section 4.07,
including the Transferred Intellectual Property Contracts, are those set out in this Section 4.07, and no other representation
or warranty is given in relation to such matters.

4.08Contracts

(a) Other than as set forth in Section 4.08(a) of the Disclosure Schedule, as of the date of this Agreement, no Transferred
Subsidiary is a party to or bound by any Contract with a third party (other than any Contract related to Intellectual Property
Rights) and no Transferred Contract (other than any Contract related to Intellectual Property Rights) is included in the
Transferred Assets, that falls under any of the following categories:

(vi)any Contract for the acquisition or sale of any material asset by a Transferred Subsidiary or the Seller or any
member of the Seller’s Group to the extent Exclusively Related to the Business (other than, in each case, purchases
of raw materials, and sales of inventory in the ordinary course) in each case involving assets the aggregate value of
which exceeds $5,000,000;

(vii)any supply or third party manufacturing Contract Exclusively Related to the Business with a total annual payment
or financial commitment exceeding $5,000,000;

(viii)any Contract that provides for the exclusive sale or distribution of any Product with a total annual payment or
financial commitment exceeding $5,000,000;

(ix)any Contract containing any non-compete provision that restricts the Seller or any of its Affiliates in any material
respect from engaging or competing, to the extent related to the Business, in any line of business or in any
geographic area, or from developing, manufacturing, marketing,



distributing or selling any products or services or that contain any standstill or non-solicitation obligations on the
Seller or any of its Affiliates that are in effect;

(x)any Contract involving aggregate consideration in excess of $5,000,000 that provides for the indemnification or the
assumption of any Tax, environmental or other material Liability of any Person;

(xi)any Contract not otherwise described in this Section 4.08(a) involving an annual aggregate consideration in the
prior calendar year in excess of $5,000,000;

(xii)any Contract relating to Indebtedness with respect to which the Seller or any of its Affiliates, in connection with
the Business is an obligor in excess of $5,000,000 and which will not be terminated as of Closing, or which
impose an Encumbrance other than a Permitted Encumbrance on any of the Transferred Assets or an Encumbrance
that will be released on or before the Closing;

(xiii)any Contract pursuant to which the Seller or any of its Affiliates in connection with the Business has guaranteed
the Indebtedness or Liabilities of any other Person which will not be terminated as of Closing with a value in
excess of $5,000,000;

(xiv)all Contracts with any Governmental Entity involving an annual aggregate consideration in the prior calendar year
in excess of $5,000,000;

(xv)(A) collective bargaining agreements or similar Contracts with any union, works council or other labor
organization in any Material Employee Jurisdiction affecting the Business and (B) the Additional Labor Contracts,
which shall be provided or made available to the Purchaser in accordance with Section 4.14(c);

(xvi)any partnership, joint venture, strategic alliance or similar Contract to the extent Exclusively Related to the
Business;

(xvii)each Contract required to be disclosed in Section 4.07(b) of the Disclosure Schedule;

(xviii)any Contract outside the ordinary course that contains an option or grant of any right of first refusal or right of
first offer, right of first negotiation or similar right in favor of any Person in respect of the Business where such
right is material to the Business taken as a whole; and



(xix)any other Contract which if terminated prior to Closing would reasonably be expected to be material to the
Business taken as a whole.

The Contracts disclosed in Section 4.08(a) of the Disclosure Schedule (but excluding any Contracts disclosed in
Section 4.07) are referred to as the Material Contracts.

(b) There does not exist any breach or default nor is there any event that with the passing of time (that may not be cured by any
action which may in compliance with the terms thereof be taken) or the giving of notice would constitute such a breach or
default, on the part of the Seller or any its Affiliates (including the Transferred Subsidiaries), as applicable, under the terms
of any Material Contract, and to Seller’s Knowledge, no other party to any Material Contract is in breach or default
thereunder, nor is there any event that with the passing of time (that may not be cured by any action which may in
compliance with the terms thereof be taken) or the giving of notice would constitute such a breach or default, except in each
case for any such breaches or defaults that would not reasonably be expected to be material to the Business, taken as a
whole.

(c) The Seller has delivered or made available to the Purchaser in the Virtual Data Room a true, complete and correct copy of
each Material Contract.

4.09Sufficiency of Transferred Assets

Except as set forth in Section 4.09 of the Disclosure Schedule, the Transferred Assets and assets of the Transferred Subsidiaries,
when taken together with the rights and services under the Ancillary Agreements and for the respective terms thereof, constitute all
of the properties, assets and rights sufficient in all material respects to conduct and operate the Business after the Closing
substantially as conducted by the Seller and its Affiliates as of December 31, 2013 and as of the date hereof.

4.10Compliance with Laws; Permits

Since January 1, 2012, the Business, taken as a whole, is, and has been, conducted in accordance with Applicable Law, except for
violations of Applicable Law that would not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect. To the Seller’s Knowledge, neither the Seller nor any of its Affiliates has received any written notice from any
Governmental Entity that it is not in compliance with any Applicable Law or is not in possession of any permits, licenses,
certificates or other authorizations or consents of a Governmental Entity in each case as is necessary for the conduct of the Business
in all material respects as presently conducted (each a Permit and, collectively, the Permits), other than the Product Approvals,
except where such non-compliance or non-possession would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect. Notwithstanding the foregoing, neither the Seller nor any of its Affiliates makes any representation or
warranty in this Section 4.10 with respect to the portions of the



representations and warranties set forth in Sections 4.06, 4.07, 4.11, 4.12, 4.13, 4.14, 4.15 and 4.16 that address Applicable Law or
Permits.

4.11Product Approvals

(a) The Seller or one of its Affiliates is the registered or beneficial holder of each of the Product Approvals. All Product
Approvals held by Seller or its Affiliates are in full force and effect, except, in each case, where failure to be in full force
and effect would not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect.

(b) Each Product marketed or sold under a Product Approval is manufactured, marketed and sold in all material respects in
accordance with the specifications and standards contained in such Product Approval and the related Marketing
Authorization Data and in accordance with Applicable Laws, except, in each case, where failure to comply would not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect.

(c) Neither the Seller or any of its Affiliates has received any written or, to the Seller’s Knowledge, oral notice that any
Governmental Entity with jurisdiction over the Products has commenced or will commence any action: (i) to withdraw the
approval of any Product or otherwise revoke or materially amend any Product Approval or Marketing Authorization Data or
(ii) enjoin production, marketing or sale of any Product except, in each case, where such action would not, individually or in
the aggregate, reasonably be expected to have a Material Adverse Effect.

(d) All application and renewal fees due and payable with respect to all material Product Approvals have been paid, except
where the failure to make such payment would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect.

4.12Taxes

(a) Each (i) Transferred Subsidiary and each Tax Group to which it belongs, or has belonged, and (ii) member of the Seller’s
Group, to the extent such Tax Return relates to the Transferred Assets, in each case, has timely filed all material Tax Returns
required to be filed, and all such Tax Returns are complete and accurate in all material respects. All material Taxes payable
by or with respect to any Transferred Subsidiary, any Transferred Asset or the Business have been paid on a timely basis.

(b) There are no Tax liens on the Transferred Assets or any assets of the Transferred Subsidiaries (other than Permitted
Encumbrances).

(c) No Transferred Subsidiary and no Tax Group to which a Transferred Subsidiary belongs is currently under audit or
examination by a Taxing Authority, and to the



Seller’s Knowledge no such audit or examination has been threatened in writing, that could result in the assessment of a
material amount of Tax. There is no written assessment by any Taxing Authority for additional Taxes against or in respect of
the Transferred Assets or any Transferred Subsidiary which has not been paid in full or otherwise resolved without any
payment required.

(d) No Transferred Subsidiary has been a member within the previous five (5) taxable years of any Tax Group other than those
entities set forth in Section 4.12(d) of the Disclosure Schedule.

(e) Except as set forth in Section 4.12(e) of the Disclosure Schedule, no Transferred Subsidiary, and no Tax Group to which a
Transferred Subsidiary belongs, has granted or requested a waiver or extension of a limitation on any period for audit and
examination or assessment and collection of Tax for any taxable period as to which Tax could be assessed.

(f) No Taxing Authority has asserted any liability against any Transferred Subsidiary on account of any Liability for the Taxes
of any other Person under U.S. Treasury Regulations Section 1.1502-6 (or any similar provision of Applicable Law), and no
Transferred Subsidiary otherwise has any Liability for the Taxes of any other Person as a transferee or successor, by
operation of law, assumption, Contract or otherwise.

(g) Each Transferred Subsidiary has collected, withheld and paid all Taxes required to have been collected, withheld and paid in
connection with amounts paid or owing to or from any employee, creditor, independent contractor or other third party in
material compliance with Applicable Law.

(h) No Transferred Subsidiary has made an election pursuant to U.S. Treasury Regulations Section 301.7701-3(c) to change its
default entity classification for U.S. federal income tax purposes.

(i) Novartis Finance Corporation is not a foreign person within the meaning of Section 1445 of the Code.

(j) To the Seller’s Knowledge, no claim has been made in writing by a Taxing Authority in a jurisdiction where any
Transferred Subsidiary does not file Tax Returns that such Transferred Subsidiary is or may be subject to taxation by that
jurisdiction.

(k) There is no taxable income of any Transferred Subsidiary that will be required under Applicable Law to be reported by the
Purchaser or any of its Affiliates, including the Transferred Subsidiaries, for a taxable period beginning after the Closing
Date which taxable income was realized (and reflects economic income) arising prior to the Closing Date.



(l) No Transferred Subsidiary (i) has agreed to or is required to make any adjustment pursuant to Section 481(a) of the Code or
any similar provision of Applicable Law, has filed any application presently pending with any Taxing Authority requesting
permission for any changes in accounting methods, or has received written notice that any Taxing Authority has proposed
any such adjustment, (ii) has executed or entered into a closing agreement pursuant to Section 7121 of the Code or any
similar provision of state, local or non-U.S. law, (iii) has received any Tax exemptions, Tax holidays or other Tax reduction
agreements or other special arrangements or concessions in any jurisdiction or (iv) is subject to any private letter ruling of
the U.S. Internal Revenue Service (IRS) or comparable rulings of any Taxing Authority, in each case, that would (x) result
in any item of income or gain economically accrued or earned prior to the Closing Date being recognized for tax purposes
in a taxable period beginning after the Closing Date (y) any item of deduction or loss economically accrued or incurred after
the Closing Date being recognized for Tax purposes in a taxable period ending on or before the Closing Date or (z) have a
continuing effect after the Closing Date.

(m) No Transferred Subsidiary (i) has executed or filed a power of attorney with any Taxing Authority by or on behalf of any
Transferred Subsidiary, (ii) has engaged in any “listed transaction” as defined in Treasury Regulation Section 1.6011-4(b)(2)
or any similar provision of state, local or non-U.S. law, (iii) has, or has ever had, a permanent establishment or is, or has
even been, subject to Tax in any country other than the country of its organization, (iv) is or has ever been a “controlled
foreign corporation” within the meaning of Treasury Regulation Section 1.957-1 or (v) has constituted either a “distributing
corporation” or a “controlled corporation” (within the meaning of Section 355(a)(1)(A) of the Code) in a distribution of
stock qualifying for tax-free treatment under Section 355 of the Code in the two years prior to the date of this Agreement.

(n) Each Transferred Subsidiary is in material compliance with all transfer pricing requirements in all jurisdictions in which the
Transferred Subsidiaries do business. None of the transactions between any Transferred Subsidiary and other related
Persons has received written notice from any Taxing Authority of any material adjustment, apportionment, allocation or
recharacterization under any Applicable Law with respect to Taxes, and all of such transactions have been effected in
compliance with applicable transfer pricing requirements.

(o) None of the Transferred Assets, or any other assets that are treated as transferred for U.S. Federal income tax purposes as a
result of the Proposed Transactions, that, in each case, are transferred or treated as transferred by any person that is not a
“United States person” within the meaning of section 7701(a)(30) of the Code, are “United States real property interests”
within the meaning of section 897(c)(1) of the Code.



(p) None of the Transferred Assets is a capital item within the provisions of Part XV of the Value Added Tax Regulations 1995
(UK) (capital goods scheme).

(q) All documents by virtue of which a Transferred Subsidiary and each Selling Affiliate (with respect to its conduct of the
Business and any Transferred Asset) has any right, title or interest to or in a Transferred Asset, and which are in the
possession of a Transferred Subsidiary or a Selling Affiliate, have been duly stamped where required to evidence that right,
title or interest.

(r) No Transferred Subsidiary or any Selling Affiliate (with respect to its conduct of the Business and any Transferred Asset)
has been required to notify any transactions or arrangements under Part 7 of the Finance Act 2004 (UK) (disclosure of tax
avoidance schemes), Schedule 11A of VATA (disclosure of avoidance schemes) or any equivalent special regime applicable
to schemes and/or arrangements relating to Tax avoidance.

(s) The implementation of the transactions contemplated by this Agreement will not give rise to any deemed disposal or
realization of an asset by any Transferred Subsidiary, nor any degrouping liability in a Transferred Subsidiary with respect
to an asset nor any deemed distribution from or contribution to the reserves of a Transferred Subsidiary.

(t) The Shares of any Transferred Subsidiary organized in Canada, or any province thereof, are not “taxable Canadian
property” for the purposes of the Income Tax Act (Canada).

(u) The Purchaser acknowledges and agrees that the only representations and warranties given in relation to the Tax matters
specifically addressed in this Section 4.12 are those set out in this Section 4.12 and no other representation or warranty is
given in relation to such matters.

4.13Environmental Matters

(a) To the Seller’s Knowledge, since January 1, 2012, each Selling Affiliate (with respect to its conduct of the Business and any
Transferred Real Property) and Transferred Subsidiary is, and has been, in compliance in all material respects with all
applicable Environmental Laws.

(b) Each Transferred Subsidiary and each Selling Affiliate (with respect to its conduct of the Business and any Transferred Real
Property) has obtained, maintained, and is in material compliance with all Permits required under applicable Environmental
Laws (Environmental Permits) necessary to conduct its portion of the Business.

(c) No Transferred Subsidiary nor any Selling Affiliate (with respect to its conduct of the Business and any Transferred Real
Property) has received any written notice or



claim alleging a material violation of or material liability under any Environmental Laws or Environmental Permits, other
than notices or claims that have been resolved in a fashion requiring no further payments or no actions be performed or are
no longer outstanding.

(d) To the Seller’s Knowledge, there has been no actual or threatened release, spill, discharge, emission or disposal of any
Hazardous Substance by any Transferred Subsidiary nor any Selling Affiliate, nor by any other Person, at or from any
Transferred Real Property, or at or from any real property that was formerly owned, leased or operated by any Transferred
Subsidiary, or any predecessor of any Transferred Subsidiary, that requires or may require investigation, assessment,
cleanup, remediation or other corrective action that would reasonably be expected to result in the Business incurring
material liabilities under Environmental Laws.

(e) No Transferred Subsidiary nor any Selling Affiliate (with respect to its conduct of the Business and any Transferred Real
Property) is a party to any pending, or to Seller’s Knowledge, threatened Proceedings or investigations relating to any
Environmental Laws, other than Proceedings or investigations that would not reasonably be expected to result in the
Business incurring material liabilities under Environmental Laws.

(f) The Proposed Transactions contemplated by this Agreement do not require the consent of or filings with any Governmental
Entity with respect to Environmental Matters or Environmental Permits prior to the Closing Date, the failure of which to
obtain or file could materially and adversely affect the Business’ ability to operate following the Closing Date.

(g) The Seller has delivered or made available in the Virtual Data Room to the Purchaser true, complete and correct copies of
all environmental assessments, audits, studies, reports, and analyses with respect to the Business or Transferred Real
Property and all material correspondence related to any material liabilities under Environmental Laws that have not been
resolved in a fashion requiring no further payments or no actions be performed, to the extent such documentation is in the
Seller’s possession, custody or control.

(h) The Purchaser acknowledges and agrees that the only representations and warranties given in relation to the environmental
matters specifically addressed in this Section 4.13 are those set out in this Section 4.13 and no other representation or
warranty is given in relation to such matters nor does this Section 4.13 address any non-environmental regulatory or other
matters.

(i) The Parties agree that no provision in this Section 4.13, and no disclosure in Sections 4.13((a),(b),(c),(d),(e) or (f) of the
Disclosure Schedule, shall affect the Seller’s obligations and responsibilities for the Environmental Liabilities described in



Section 2.02(b)(iv) or set forth on Annex 10.02(a)(iii) (including those set forth on Annex 2.02(b)(iv)).

4.14Employee and Labor Matters

(a) Section 4.14 of the Disclosure Schedule contains the following information as of March 31, 2014 in respect of each
Business Employee (excluding temporary Business Employees) and each Transferred Subsidiary Employee (excluding
temporary Transferred Subsidiary Employees) employed in the Material Employee Jurisdictions: (A) employee
identification details (including job title and work location); (B) age; (C) employment status (part-time or full-time);
(D) base salary; (E) employing entity; (F) target annual incentive for 2014; and (G) target long-term incentive for 2014;
(collectively, the Employee Information). As soon as reasonably practicable following the date hereof, but in no event
later than the three (3) week anniversary of the date hereof, the Seller will provide or make available to the Purchaser the
name and date of birth for each Business Employee and Transferred Subsidiary Employee. As soon as reasonably
practicable following the date hereof, but in no event later than the two (2) month anniversary of the date hereof (the
Employee Reference Date), the Seller will provide or make available to the Purchaser (i) then-current Employee
Information in respect of each Business Employee and each Transferred Subsidiary Employee employed outside of a
Material Employee Jurisdiction and each temporary Business Employee and each temporary Transferred Subsidiary
Employee: (ii) a job description, notice of termination periods and/or expiry dates of any fixed term contracts and/or
details of severance entitlement and details of any bonus entitlements (other than any annual incentive or long-term
incentive disclosed on Section 4.14 of the Disclosure Schedule) for each Business Employee and Transferred Subsidiary
Employee; and (iii) details of any Business Employee or Transferred Subsidiary Employee who is absent from the
Business on grounds of long term disability. Section 4.14 of the Disclosure Schedule contains the termination notice
periods applicable to each category or grade of Business Employee or Transferred Subsidiary Employee (as applicable).
Following the date hereof, the Seller shall reasonably cooperate to provide such additional information regarding the
Business Employees and Transferred Subsidiary Employees as the Purchaser reasonably requests.

(b) As of the date of this Agreement, there is not, and in the three (3) years prior to the date of this Agreement and to the
Seller’s Knowledge in the five (5) years prior to the date of this Agreement, there has not been, nor is there pending or
threatened, any labor strike, dispute, walkout, work stoppage, slow-down or lockout involving the Business.

(c) Except as set forth in Section 4.14(c) of the Disclosure Schedule, neither the Seller nor any of its Affiliates is a party to or
applies any collective bargaining agreement or similar Contract with a union, works council or other labor organization in
a



Material Employee Jurisdiction or is currently negotiating the terms of any collective bargaining agreement or similar
Contract with any trade union, works council or labor organization in each case affecting the Business nor has there been
in the last three (3) years a representation or recognition campaign by any trade union with respect to the Business. As
soon as reasonably practicable following the date hereof, but in no event later than the Employee Reference Date, the
Seller will provide or make available to the Purchaser (i) any collective bargaining agreement or similar Contract with a
union, works council or other labor organization affecting the Business outside of a Material Employee Jurisdiction and
(ii) any social plan with a labor union, trade union, works council or labor organization affecting the Business, in each case
to which the Seller or any of its Affiliates is a party or is then negotiating the terms (collectively, the Additional Labor
Contracts).

(d) The Seller and its Affiliates have complied in all material respects with their obligations under the WARN Act and other
similar Applicable Laws with respect to the Business. Except as set forth in Section 4.14(d) of the Disclosure Schedule,
neither the Seller nor any of its Affiliates has, within the ninety (90) days prior to the date of this Agreement, closed any
plant or facility, effectuated any layoffs of employees or implemented any early retirement, separation or similar program
in each case with respect to the Business, nor has the Seller or any of its Affiliates announced any such action or program
for the future with respect to the Business.

(e) All Business Employees and Transferred Subsidiary Employees employed in the United States are employed on an “at
will” basis and, subject to any participation by such Business Employees and Transferred Subsidiary Employees in any
Benefit Plan that provides for severance payments or benefits, such Business Employees’ and Transferred Subsidiary
Employees’ employment can be terminated at any time for any reason without any amounts being owed to such individual
other than with respect to wages accrued before the termination. Seller’s and its Affiliates’ relationships with individuals
in the Material Employee Jurisdictions who act on their own as contractors or as other service providers with respect to the
Business can be terminated at any time for any reason without any amounts being owed to such individuals, other than
with respect to compensation or benefits accrued before the notice of termination.

(f) All individuals who perform services for the Seller or any of its Affiliates with respect to the Business and who have been
classified as other than employees have been properly classified in all material respects. Neither the Seller nor any of its
Affiliates uses to any material extent the services of workers provided by third party contract labor suppliers, temporary
employees or “leased employees” (as that term is defined in Section 414(n) of the Code) with respect to the Business.



(g) The Seller and its Affiliates, with respect to Transferred Subsidiary Employees, Business Employees and former
employees of the Business (A) are in material compliance with Applicable Law respecting employment, employment
practices, terms and conditions of employment, occupational health, safety, wages, hours, benefits immigration, labor and
the Immigration and Nationality Act 8 U.S.C Sections 1101 et seq. and its implementing regulations; and (B) have
withheld and properly remitted to the appropriate Governmental Entity all amounts required by Applicable Law, collective
bargaining agreements or the Non-U.S. Benefit Plans to be withheld from the wages, salaries or other payments to the
Transferred Subsidiary Employees or the Business Employees or the former employees or current or former directors of
the Transferred Subsidiaries. Neither the Seller nor any of its Affiliates has sponsored any Business Employee or
Transferred Subsidiary Employee for, or otherwise knowingly engaged any Business Employee or Transferred Subsidiary
Employee working pursuant to, a non-immigrant visa.

(h) No later than the Employee Reference Date, the Seller will provide or make available to the Purchaser a current, accurate
and complete copy of each material personnel policy, rule, or procedure (collectively, the Employee Policies) generally
applicable to Business Employees and Transferred Subsidiary Employees.

(i) Neither the Seller nor any of its Affiliates is a party to, or otherwise bound by, any consent decree or settlement agreement
with, or citation by, any Governmental Entity relating to employees or employment practices with respect to the Business.

(j) With respect to any of the Business Employees or Transferred Subsidiary Employees employed in a Material Employee
Jurisdiction, and to the Seller’s Knowledge with respect to any of the Business Employees or Transferred Subsidiary
Employees employed outside of a Material Employee Jurisdiction, the Seller or its Affiliates is not under a contractual or
other obligation to increase rates of remuneration, except pursuant to any collective bargaining agreement or similar
Contract affecting the Business, in each case disclosed pursuant to Section 4.14(c), or as required by Applicable Law.

(k) Within the past three (3) years, there has not been any “transfer” of employees for the purposes of the Acquired Rights
Directive 2001/23/EC into or out of any Transferred Subsidiary or (in respect of the Business) into or out of any Selling
Affiliate.

(l) The Purchaser acknowledges and agrees that the only representations and warranties given in relation to the employee and
labor matters specifically addressed in this Section 4.14 are those set out in this Section 4.14 and Section 4.15 and no other
representation or warranty is given in relation to such matters.

4.15Employee Benefits



(a) Section 4.15(a) of the Disclosure Schedule contains a true, complete and correct list of each material Benefit Plan in the
Material Employee Jurisdictions.

(b) The Seller has, in relation to the Material Employee Jurisdictions, provided or made available to the Purchaser true,
complete and correct copies of each material Benefit Plan (or, if not written, a written summary of its material terms),
including all plan documents, trust agreements, annuity contracts, insurance contracts or other funding vehicles and all
amendments thereto (collectively, the Benefit Plan Documents) and, no later than the Employee Reference Date, the
Seller will provide or make available Benefit Plan Documents with respect to Benefit Plans sponsored or maintained
outside of the Material Employee Jurisdictions and Benefit Plan Documents with respect to Benefit Plans sponsored or
maintained in the Material Employee Jurisdictions that were not provided as of the date hereof. None of the Seller or any
of its Affiliates has made any express or implied promises or commitments to create any additional material Benefit Plan,
agreement or arrangement, or to modify or change in any material way or terminate any existing Benefit Plan, other than
with respect to a modification, change or termination required by Applicable Laws, including ERISA or the Code.

(c) Except as set forth in Section 4.15(c) of the Disclosure Schedule, none of the Transferred Subsidiary Benefit Plans provide
for or promise retiree or post-employment health, disability or life insurance or any other employee welfare benefits to any
current or former employees, directors or consultants, except (i) as required under Section 601 et seq. of ERISA and
Section 4980B of the Code and (ii) where the cost thereof is borne entirely by the employee, director or consultant (or his
or her eligible dependents or beneficiaries).

(d) Except as provided in Section 6.08 or Applicable Law, nothing contained in this Agreement or in any of the Benefit Plans
will obligate the Purchaser to continue any Benefit Plan, provide any benefits under any of the Benefit Plans whatsoever to
any Transferred Subsidiary Employee, Business Employee, or any former employee or current or former director of a
Transferred Subsidiary, or beneficiary or dependent thereof, or to make any contributions to any Benefit Plan, other than a
Transferred Subsidiary Benefit Plan, from and after the Closing. Except as provided in Section 6.08 or Applicable Law,
neither the Purchaser nor any of its Affiliates will incur any unfunded liabilities in relation to any Benefit Plan or any
employee of the Seller or any of its Affiliates.

(e) To the Seller’s Knowledge, there are no pending investigations by any Governmental Entity involving any Transferred
Subsidiary Benefit Plan or any Benefit Plan for which the Purchaser will incur a Liability on or following Closing, no
claims pending or threatened in writing (except for claims for benefits payable in the normal operation of such plans), suits
or proceedings against any Transferred Subsidiary Benefit Plan or any Benefit Plan for which the Purchaser will incur a



Liability on or following Closing or asserting any rights or claims to benefits under any Transferred Subsidiary Benefit
Plan or any Benefit Plan for which the Purchaser will incur a Liability on or following Closing which could give rise to
any liability, nor are there any facts that could give rise to any material liability for the Purchaser or any of its Affiliates in
the event of such investigation, claim, suit or proceeding.

(f) Except as set forth in Section 4.15(f) of the Disclosure Schedule or as provided for in this Agreement and except under the
Retention Arrangements, neither the execution and delivery of this Agreement nor the transactions contemplated herein
will (i) result in any payment becoming due to any Business Employee or Transferred Subsidiary Employee, (ii) increase
any benefits for any Business Employee or Transferred Subsidiary Employee under any Benefit Plan or (iii) result in the
acceleration of the time of payment, vesting or funding of any such benefit under any Benefit Plan. Except as set forth in
Section 4.15(f) of the Disclosure Schedule, neither the Seller nor any of its Affiliates is a party to any contract or
arrangement that would result, separately or in the aggregate, in any payment or benefit that could be an “excess parachute
payment” within the meaning of Section 280G of the Code, and the consummation of the transaction contemplated by this
Agreement will not be a factor causing payments to be made by the Seller or any of its Affiliates to be non-deductible (in
whole or in part) under Section 280G of the Code.

(g) U.S. Benefit Plans.

(i)Each U.S. Benefit Plan is and except for any noncompliance for which all Liabilities have been satisfied, has been
in, compliance (both as to documentation and administration) in all material respects with the terms of such U.S.
Benefit Plan and all Applicable Laws. Each U.S. Benefit Plan that is intended to be qualified under Section
401(a) of the Code or Section 401(k) of the Code has received a favorable determination letter from the IRS
covering all of the provisions applicable to the U.S. Benefit Plan for which determination letters are available as
of the date of this Agreement that the U.S. Benefit Plan is so qualified and each trust established in connection
with any U.S. Benefit Plan which is intended to be exempt from federal income taxation under Section 501(a) of
the Code has received a determination letter from the IRS that it is so exempt, and nothing has occurred and no
condition exists which could reasonably be expected to result in the loss of such qualification or the imposition of
any liability, penalty or tax under ERISA or the Code.

(ii)Except as set forth in Section 4.15(g)(ii) of the Disclosure Schedule none of the U.S. Benefit Plans is, and neither
the Seller and its Subsidiaries, nor any ERISA Affiliate, has ever maintained, established, contributed to or had
any obligation to contribute to: (i) a plan subject to Title IV or



Section 302 of ERISA or Section 412, 430 or 4971 of the Code; or (ii) a “multiemployer plan” (within the
meaning of section 3(37) of ERISA). Neither the Seller and its Subsidiaries, nor any ERISA Affiliate, has incurred
any liability under Title IV of ERISA which remains outstanding and unsatisfied and no liability under Title IV of
ERISA is reasonably expected to be incurred by the Seller and its Subsidiaries or any ERISA Affiliate.

(iii)All contributions required to be made by Seller to each U.S. Benefit Plan which is a Transferred Subsidiary
Benefit Plan or any Benefit Plan for which the Purchaser will incur a Liability on or following Closing have
been made or paid in full on or before their due date thereof. There has not been any prohibited transaction
(within the meaning of Section 406 of ERISA or Section 4975 of the Code) with respect to a U.S. Benefit Plan
which is a Transferred Subsidiary Benefit Plan or any Benefit Plan for which the Purchaser will incur a Liability
on or following Closing. No litigation or governmental investigation is pending or threatened with respect to a
U.S. Benefit Plan which is a Transferred Subsidiary Benefit Plan or any Benefit Plan for which the Purchaser
will incur a Liability on or following Closing (other than routine claims for benefits) and no fact or event exists
that could reasonably be expected to give rise to such action.

(iv)For the avoidance of doubt, none of the representations and warranties in this Section 4.15(g) is intended to
apply to any Non-U.S. Benefit Plan.

(h) Non-U.S. Benefit Plans.

(i)Each Non-U.S. Benefit Plan is in compliance (both as to documentation and administration) in all material
respects with the terms of such Non-U.S. Benefit Plan and all Applicable Laws of each jurisdiction in which such
Non-U.S. Benefit Plan is maintained. Each Non-U.S. Benefit Plan that is required to be registered with any
Governmental Entity has been so registered and has been maintained in good standing with all applicable
Governmental Entities and, if intended to qualify for special tax treatment, each Non-U.S. Benefit Plan meets all
requirements for such treatment.

(ii)The Seller and its Affiliates, (A) with respect to Transferred Subsidiary Employees and Business Employees, or
former employees or current or former directors of the Transferred Subsidiaries are not liable under any
applicable provisions of the Non-U.S. Benefit Plans and any Applicable Law for any arrears or wages, other than
payments not yet due, or any penalty for failure to comply with the foregoing and (B) are not liable under any
applicable provisions of the Non-U.S. Benefit Plans and



any Applicable Laws for any payment to any trust or other fund or to any Governmental Entity with respect to
unemployment compensation benefits, workers compensation or other benefits for or in respect of Transferred
Subsidiary Employees or Business Employees or former employees or current or former directors of the
Transferred Subsidiaries, other than payments not yet due. Nothing herein shall apply to the U.S. Transferred
Employees.

(iii)All material contributions, premiums and payments that the Seller and its Affiliates, with respect to Business
Employees and Transferred Subsidiary Employees, are required to make to or in respect of any Non-U.S.
Benefit Plan in respect of the period on or before the date of this Agreement have been fully and timely paid
when due or, where applicable, accrued in accordance with normal accounting practice and all benefits payable
on death are fully insured. Other than in relation to the Non-U.S. Defined Benefit Pension Plans set forth on
Section 4.15(h)(iii) of the Disclosure Schedule, no Transferred Subsidiary is or has been since 27 April 2004
associated or connected with (within the meanings given by the UK Pensions Act 2004) any person who is or
has been an employer in relation to a UK occupational pension scheme which is not a money purchase scheme.
No contribution notice or a financial support direction has been issued to the Seller or its Affiliates under the UK
Pensions Act 2004, and, to the Seller’s Knowledge, there are no circumstances which could reasonably be
expected to give rise to the issuing to the Transferred Subsidiaries by the United Kingdom Pensions Regulator of
such a contribution notice or a financial support direction and there has been no correspondence between the
Seller and its Affiliates and the UK Pensions Regulator except in the ordinary course of business. To the Seller’s
Knowledge upon due inquiry no Transferred Subsidiary has any obligation in respect of the provision of an early
retirement benefit or an enhanced pension on redundancy as a result of the operation of any regulations
implementing the Acquired Rights Directive (2001/23/EC).

(iv)The Non-U.S. Defined Benefit Pension Plans are the only Non-U.S. Benefit Plans in respect of which non-
money purchase retirement benefits are provided. Except in respect of the Non-U.S. Defined Benefit Pension
Plans, no assurance or promise (oral or written) has been made or given to a Transferred Subsidiary Employee or
Business Employee outside the US or former employee or current or former director of any Transferred
Subsidiary outside the US of any particular level or amount of benefits to be provided for or in respect of him on
retirement or death or any guaranteed investment return on contributions paid to the plan, in each case which is
not fully insured.



(v)For the avoidance of doubt, none of these representations and warranties in this Section 4.15(h) is intended to
apply to any U.S. Benefit Plan.

(i) The Purchaser acknowledges and agrees that the only representations and warranties given in relation to matters relating to
the employee benefit plans specifically addressed in this Section 4.15 are those set out in this Section 4.14 and Section 4.15
and no other representation or warranty is given in relation to such matters.

4.16Proceedings

There is no Proceeding pending or, to the Seller’s Knowledge, threatened against any Transferred Subsidiary or, with respect to
the Business, against the Seller or any of its Affiliates or any of their respective assets, properties, employees or products that
would reasonably be expected to result in damages exceeding $5,000,000.

4.17Title to Tangible Personal Property

At the Closing, the Seller and its Affiliates (other than the Transferred Subsidiaries) will transfer to the Purchaser or its Affiliates
title to the tangible personal property they own or lease that is included in the Transferred Assets, free and clear of all
Encumbrances, except Permitted Encumbrances. The Transferred Subsidiaries have title to all material tangible personal property
they own or lease, free and clear of all Encumbrances, except Permitted Encumbrances.

4.18Anti-Corruption

(a) In the past five (5) years, neither the Seller nor its Affiliates, nor, to the Seller’s Knowledge, any Person or Representative
acting on behalf of the Seller or its Affiliates, in any way relating to the Business, have violated the U.S. Foreign Corrupt
Practices Act (15 U.S.C. §§ 78dd-1, et seq.), the U.K. Bribery Act 2010, or any similar anti-corruption laws that apply to
the Business world-wide (collectively, Anti-corruption Laws).

(b) In the past five (5) years, neither the Seller nor its Affiliates, nor, to the Seller’s Knowledge, any Representative or other
Person acting on behalf of the Seller or its Affiliates, in connection with the Business, has, in violation of any applicable
Anti-corruption Laws, offered, given, promised, or authorized the giving of anything of value, directly or indirectly, to any
Person, including any Government Official: (i) for the purpose of influencing any action or decision of a Government
Official in his or her official capacity; (ii) for the purpose of inducing a Government Official to use his or her influence with
any Governmental Entity to affect or influence any act or decision of such Governmental Entity to assist the Seller or its
Affiliates in obtaining or retaining business or any business advantage for or with, or directing business to, any Person; (iii)
where such action would constitute a bribe, kickback



or illegal payment to assist the Seller or its Affiliates in obtaining or retaining business or any business advantage for or
with, or directing business to, any Person; or (iv) where such action would violate any Anti-corruption Laws.

(c) In the past five (5) years, neither the Seller nor its Affiliates, nor, to the Seller’s Knowledge, any Representative or other
Person acting on behalf of the Seller or its Affiliates, in connection with the Business, solicited or accepted any payment,
bribe, payoff, kickback or any other improper payment (including any improper contribution, loan or gift) in violation of
any Anti-corruption Laws.

(d) To the Seller’s Knowledge, there is not any beneficial ownership in the Business by any Governmental Official in any
country, except for ownership of publicly traded securities of Seller. For purposes of this Section 4.18, Government Official
means: (i) any officer, employee or representative of any regional, federal, state, provincial, county or municipal
government or government department, agency, or other division; (ii) any officer, employee or representative of any
commercial enterprise that is owned or controlled by a government, including any state-owned or controlled veterinary or
medical facility; (iii) any officer, employee or representative of any public international organization, such as the African
Union, the International Monetary Fund, the United Nations or the World Bank; (iv) any person acting in an official
capacity for any government or government entity, enterprise, or organization identified above; and (v) any political party,
party official or candidate for political office.

(e) The Seller is not aware of any known or alleged violations, enforcement actions, penalties or threats of penalty,
whistleblower reports, governmental investigations or audits, voluntary disclosures to a government agency, or threatened
or pending litigation over the past five (5) years relating to Anti-corruption Laws, involving the Seller or any of its
Affiliates, or any Person or Representative acting on behalf of the Seller or any of its Affiliates, in any way relating to the
Business.

(f) In the past five (5) years, the Business has been subject to an anti-corruption compliance program designed to achieve
compliance with Anti-corruption Laws.

4.19Trade Controls

(a) Over the past five (5) years, neither the Seller nor any of its Affiliates, nor, to the Seller’s Knowledge, any Person or
Representative acting on behalf of the Seller or any of its Affiliates, in any way relating to the Business, has taken any
action in violation of any export control Law, trade or economic sanctions Law applicable in the United States, Switzerland,
the European Union (EU), or any other jurisdiction, including, but not limited to: the Arms Export Control Act (22
U.S.C.A. § 2278), the Export Administration Act (50 U.S.C. App. §§ 2401-2420), the International Traffic in Arms
Regulations (22 C.F.R. 120-130), the Export Administration Regulations (15 C.F.R. 730 et seq.), the Office of Foreign
Assets Control Regulations



(31 C.F.R. Chapter V), the Customs Laws of the United States (19 U.S.C. § 1 et seq.), the U.S. Customs and Border
Protection regulations (19 C.F.R. Title 19, Chapter I), the International Emergency Economic Powers Act (50 U.S.C. §
1701-1706), the U.S. Commerce Department antiboycott regulations (15 C.F.R. 560), the U.S. Treasury Department
antiboycott requirements (26 U.S.C. § 999), any other export control regulations issued by the agencies listed in Part 730 of
the Export Administration Regulations, or any non-U.S. Laws or regulations of a similar nature (including but not limited to
Council Regulation (EU) No. 428/2009, as amended) maintained or administered by the United Nations (UN), the
competent authority of any Member State of the EU (including Her Majesty’s Treasury (HMT) or the Export Control
Organisation (ECO) of the United Kingdom), the Swiss State Secretariat for Economic Affairs (SECO) or the Swiss
Directorate of Public International Law, or by any other relevant sanctions authority (collectively, Trade Controls Laws).

(b) Neither the Seller nor any of its Affiliates, nor, to Seller’s Knowledge, any Person or Representative acting on behalf of the
Seller or any of its Affiliates, in any way relating to the Business, is listed or is owned or controlled or acting on behalf of a
Person, entity or body listed on the U.S. Office of Foreign Assets Control “Specially Designated Nationals and Blocked
Persons” (SDN List), the U.S. Commerce Department’s “Denied Persons List” or “Entity List,” the U.S. Department of
State’s “Debarred List,” the “Consolidated List of Financial Sanctions Targets” maintained by HMT, or any other list of
restricted parties maintained by the U.S. Government, Swiss Government, UK Government, EU, and/or the UN.

(c) All export licenses and other consents, notices, waivers, approvals, orders, authorizations, registrations, declarations,
classifications and filings required for the export, import and re-export of the products of the Business, services, software
and technology related to the Transferred Assets (Export Approvals) over the past five (5) years have been obtained, and
the Seller and each of its Affiliates has in all material respects complied with the Export Approvals.

(d) The Seller is not aware of any known or alleged violations, enforcement actions, penalties or threats of penalty,
whistleblower reports, governmental investigations or audits, or threatened or pending litigation over the past five (5) years
relating to Trade Controls Laws, involving any Affiliate, or to the Seller’s Knowledge involving any Person or
Representative acting on behalf of the Seller or any of its Affiliates, in each case in any way relating to the Business, nor
has the Seller or any Affiliate made any voluntary disclosures to any Governmental Entity relating to Trade Controls Laws
in any way relating to the Business.

4.20Regulatory Compliance

(a) Except as set forth on Section 4.20(a) of the Disclosure Schedule, all products that are being distributed, manufactured,
sold, tested, developed and marketed by the



Seller or its Affiliates in connection with the Business are being distributed, manufactured, sold and marketed in compliance
in all material respects with all requirements under Applicable Law.

(b) Except as set forth on Section 4.20(b) of the Disclosure Schedule, there have been no Proceedings with respect to, and
neither the Seller nor any of its Affiliates have received any written communication regarding, a recall, suspension or
discontinuance of any product of the Business.

(c) All animal studies and trials conducted by or, to the Seller’s Knowledge, on behalf of, the Seller or its Affiliates in
connection with the Business that are required or regulated by the EMA/EC or the USDA or any other applicable
Governmental Entity of the United States, Australia or Brazil have been since January 1, 2012, and are being, conducted in
compliance in all material respects with the requirements of generally accepted animal testing practices and Applicable
Law.

(d) Since January 1, 2012, neither the Seller nor any of its Affiliates, with respect to the Business, has been subject to physical
inspections or received written inspection reports from the EMA/EC or the USDA or any other applicable Governmental
Entity of the United States, Australia or Brazil in which such Governmental Entity has asserted or alleged in writing that the
operations of the Business is or was not in material compliance with any Applicable Laws.

4.21Customers; Suppliers

(a) Section 4.21(a) of the Disclosure Schedule sets forth a true, complete and correct list of the ten largest customers of the
Business (as measured by the dollar amount of sales revenue received therefrom) in respect of estimated sales for the
twelve-month period ended December 31, 2013. As of the date hereof, neither the Seller nor any of its Affiliates have
received any written communication or, to the Seller’s Knowledge, other communication that any such customer has
terminated, cancelled or significantly curtailed, or has finally determined that it will terminate, cancel or significantly curtail
its business relationship with the Seller or any of its Affiliates.

(b) Section 4.21(b) of the Disclosure Schedule sets forth a true, complete and correct list of the ten largest suppliers (by
estimated total spending) for the Business (other than members of the Seller’s Group) for the twelve-month period ended
December 31, 2013. As of the date hereof, neither the Seller nor any of its Affiliates have received any written
communication or, to Seller’s Knowledge, other communication that any such supplier has terminated, cancelled or
significantly curtailed, or has finally determined that it will terminate, cancel or significantly curtail its business relationship
with the Seller or any of its Affiliates.

4.22Related Party Transactions



Section 4.22 of the Disclosure Schedule sets forth a true, complete and correct list of all Affiliate Contracts as of the date hereof.
Except as set forth in Section 4.22 of the Disclosure Schedule, or as contemplated by this Agreement or the Ancillary Agreements,
none of the Affiliate Contracts will continue in effect following the Closing and neither the Seller nor its Affiliates will have any
material business arrangement in connection with the Business.

ARTICLE V     

REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

The Purchaser hereby represents and warrants to the Seller as follows:

5.01Organization and Standing

The Purchaser is duly incorporated, validly existing and in good standing under the laws of Indiana. The Purchaser is duly qualified
and in good standing to transact business in each jurisdiction in which it is required to be so qualified, except to the extent that the
failure to be so qualified or in good standing, would not, individually or in the aggregate, reasonably be expected to have a material
and adverse effect on the ability of the Purchaser or any of its Affiliates to consummate the Proposed Transactions.

5.02Authority; Execution and Delivery; Enforceability

The execution and delivery by the Purchaser of this Agreement and by the Purchaser and each Affiliate of the Purchaser of the
Ancillary Agreements to which it is a party and the consummation by the Purchaser and such relevant Affiliates of the Acquisition
and the other transactions contemplated hereby and thereby, as applicable, and performance by the Purchaser and its Affiliates
hereunder and thereunder, have been duly authorized by all necessary corporate action and no further corporate action is required in
connection therewith. This Agreement has been duly executed and delivered by the Purchaser and, assuming that this Agreement
has been duly authorized, executed and delivered by the Seller, this Agreement constitutes, and when executed, the Ancillary
Agreements will constitute, the Purchaser’s and such Affiliates’ legal, valid and binding obligation, enforceable against the
Purchaser in accordance with its terms, except as may be limited by applicable bankruptcy, insolvency, reorganization or other
similar laws affecting the enforcement of creditors’ rights generally, and by principles of equity regarding the availability of
remedies (whether in a proceeding at law or in equity).

5.03No Conflicts

The execution, delivery and performance by the Purchaser and its Affiliates of this Agreement and the Ancillary Agreements to
which they are a party, and the consummation of the transactions contemplated hereby and thereby do not: (i) violate any provision
of the



Governing Documents of the Purchaser or any of its Affiliates; (ii) conflict with, or result in the breach of, or constitute a material
default under, or result in the termination, cancellation, modification or acceleration (whether after the filing of notice or the lapse
of time or both) of any right or obligation of the Purchaser or any of its Affiliates under, or result in a loss of any benefit to which
the Purchaser or any of its Affiliates is entitled under, any material contract; or (c) assuming the receipt of all consents, approvals,
licenses, permits, orders and authorizations and the making of registrations, declarations and filings as described in Section 5.04 or
required to be made or obtained prior to Closing by the Seller or its Affiliates, violate or result in a breach or constitute a default
under any Judgment or Applicable Law applicable to the Purchaser or any of its Affiliates, other than, in the case of clauses (b) and
(c): (i) as may result from any facts or circumstances relating solely to the Seller or any of its Affiliates (or its or their respective
officers, directors, employees or agents); or (ii) any such violation or default that would not, individually or in the aggregate,
reasonably be expected to have a material and adverse effect on the ability of the Purchaser or any of its Affiliates to consummate
the Proposed Transactions.

5.04Consents and Approvals

No consent, approval, license, permit, order or authorization of, or registration, declaration or filing with, any Governmental Entity
is required to be obtained or made by or with respect to the Purchaser or any of its Affiliates in connection with the execution,
delivery and performance of this Agreement or the Ancillary Agreements or the consummation of the Acquisition or the other
transactions contemplated hereby and thereby, other than: (a) the Required Notifications; (b) such consents, approvals, licenses,
permits, orders, authorizations, registrations, declarations or filings (i) in relation to the Transfer of the Product Approvals or
Product Applications or (ii) which, if not so made or obtained by the Purchaser or any of its Affiliates, would not, individually or in
the aggregate, reasonably be expected to have a material and adverse effect on the ability of the Purchaser or any of its Affiliates to
consummate the Proposed Transactions; or (c) as may be necessary as a result of any facts or circumstances relating solely to the
Seller or any of its Affiliates (or its or their respective officers, directors, employees or agents).

5.05Proceedings

There is no Proceeding pending or, to the Purchaser’s knowledge, threatened, against the Purchaser or any of its Affiliates, that
would, individually or in the aggregate, reasonably be expected to have a material and adverse effect on the ability of the Purchaser
or any of its Affiliates to consummate the Proposed Transactions.

5.06Investment Representations

(i) The Purchaser is acquiring the Shares solely for the purpose of investment and not with a view to, or for sale in connection
with, any distribution thereof in violation of any Applicable Law (including the Securities Act). The Purchaser
acknowledges that the Shares have not been registered under the Securities Act or under other



Applicable Law, and that the Shares may not be transferred or sold except in accordance with the registration requirements
of the Securities Act and other Applicable Law, or pursuant to an applicable exemption therefrom. The Purchaser (either
alone or together with its advisors) has sufficient knowledge and experience in financial and business matters (including the
Business) so as to be capable of evaluating the merits and risks of its investment in the Shares and is capable of bearing the
economic risks of such investment for an indefinite period of time.

(j) The Purchaser and its representatives have been afforded adequate opportunity to meet with, ask questions of and receive
answers from the management of the Seller and its Affiliates in connection with the determination by the Purchaser to enter
into this Agreement and the Ancillary Agreements and consummate the transactions contemplated hereby and thereby.

5.07Financial Capability

The Purchaser has, and at Closing shall have, sufficient cash, financial resources and credit to pay the Initial Purchase Price and to
make any other necessary payment contemplated hereunder and under the Ancillary Agreements, including fees and expenses in
connection with the consummation of the Proposed Transactions. The Purchaser acknowledges that its obligation to consummate
the Proposed Transactions is not and will not be subject to the receipt by the Purchaser of any financing or the consummation of
any other transaction.

5.08Solvency

Assuming satisfaction of the conditions to the Purchaser’s obligation to consummate the transactions contemplated by this
Agreement, or waiver of such conditions, and after giving effect to the transactions contemplated by this Agreement, including the
payment of the Finally Determined Purchase Price, payment of all amounts required to be paid in connection with the
consummation of the transactions contemplated hereby, and payment of all related fees and expenses, each of the Purchaser and its
Affiliates will be Solvent as of the Closing Date and immediately after the consummation of the transactions contemplated hereby.

5.09Brokers or Finders

The Purchaser will be solely responsible for any commission, finder’s fee or other fees and expenses for services rendered by any
broker, finder, financial advisor or investment bank in connection with the Proposed Transactions based on arrangements made by
the Purchaser or any of its Affiliates.

5.10Disclaimer of Other Representations and Warranties

THE PURCHASER ACKNOWLEDGES AND AGREES THAT, EXCEPT AS EXPLICITLY SET FORTH IN ARTICLE
III AND ARTICLE IV, NEITHER THE SELLER NOR ANY OF THE SELLER’S AFFILIATES (NOR ANY OF ITS OR



THEIR RESPECTIVE OFFICERS, DIRECTORS, EMPLOYEES OR AGENTS) MAKES OR HAS MADE ANY OTHER
REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, AT LAW OR IN EQUITY, IN RESPECT OF THE
SHARES OR THE TRANSFERRED ASSETS, THE TRANSFERRED SUBSIDIARIES, THE ASSUMED LIABILITIES
OR THE BUSINESS AS CONDUCTED BY EACH OF THEM (INCLUDING ITS FINANCIAL PERFORMANCE),
INCLUDING WITH RESPECT TO: (I) MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE
(INCLUDING AS RELATES TO THE PRODUCTS); (II) THE USE OR OPERATION OF THE TRANSFERRED
SUBSIDIARIES, THE TRANSFERRED ASSETS OR THE BUSINESS BY THE PURCHASER AFTER THE CLOSING;
OR (III) THE PROBABLE SUCCESS OR PROFITABILITY OF THE TRANSFERRED SUBSIDIARIES, THE
TRANSFERRED ASSETS OR THE BUSINESS AFTER CLOSING, AND EACH AND EVERY SUCH OTHER
REPRESENTATION OR WARRANTY IS HEREBY EXPRESSLY DISCLAIMED.

ARTICLE VI     

COVENANTS

6.01Conduct of Business

(c) The Seller covenants and agrees that, except as required by Applicable Law, as disclosed in Annex 6.01 or as required,
permitted or contemplated by the terms of this Agreement or any Ancillary Agreement, from the date of this Agreement to
the Closing Date, the Seller shall and shall cause each of its Affiliates to:

(iii)cause the Business to be conducted and operated in the ordinary course;

(iv)Subject to Section 6.01(b), and the last sentence of Section 6.14, use its commercially reasonable best efforts to (A)
keep available the services of the officers and employees of the Business in the ordinary course consistent with past
practice, including by not transferring manufacturing employees from the Business to Seller’s human business
other than pursuant to an employee request (without solicitation) in the ordinary course of business (it being agreed
that the Seller and its Affiliates shall not be required to make retention or similar payments outside the ordinary
course), and (B) preserve intact its existing relationships with customers, suppliers, distributors, licensors and
licensees having material business relationships with the Business in the ordinary course consistent with past
practice; and

(v)pay all maintenance and similar fees and take such other customary actions required in connection with the
prosecution and maintenance of



Registered Intellectual Property Rights in the ordinary course of business consistent with past practice.

(d) To the extent permitted by Applicable Law (including applicable Antitrust Laws), and except as required, permitted or
disclosed in Annex 6.01 or as required, permitted or contemplated by the terms of this Agreement or any Ancillary
Agreement, the Seller shall not and shall cause its Affiliates not to do any of the following without the prior written consent
of the Purchaser, such consent not to be unreasonably withheld, delayed or conditioned:

(i)amend or otherwise modify the Governing Documents of any Transferred Subsidiary in a manner adverse to the
Business;

(ii)issue, sell, pledge transfer, repurchase or redeem (other than for cash) or propose to issue, sell, pledge or transfer,
repurchase or redeem (other than for cash) any shares of capital stock or other equity interest of any Transferred
Subsidiary, or securities convertible into or exchangeable for, or options with respect to, or warrants to purchase or
rights to subscribe for, shares of capital stock of any Transferred Subsidiary;

(iii)adopt a plan of complete or partial liquidation, dissolution, merger, consolidation, restructuring, recapitalization,
bankruptcy or other reorganization under Applicable Law of any Transferred Subsidiary or Selling Affiliate;

(iv)except in the ordinary course consistent with past practice, incur, create or assume any Encumbrance on any of the
Transferred Assets or the assets of the Transferred Subsidiaries (other than the Excluded Assets), other than a
Permitted Encumbrance, or an Encumbrance that will be released on or prior to the Closing;

(v)except (x) in the ordinary course consistent with past practice (including any sale of inventory) or (y) for any
Excluded Asset or Transferred Intellectual Property Rights (which are covered by clause (vi) below): (A) sell, lease,
license, transfer or dispose of any tangible assets located at the Vacaville facility with a market value exceeding
$1,000,000 in the aggregate; or (B) sell, lease, license, transfer or dispose of any of the Transferred Assets or assets
of a Transferred Subsidiary, in each case that are material;

(vi)except in the ordinary course consistent with past practice (including any sale of inventory), sell, lease, license,
transfer or dispose of any of Transferred Intellectual Property Rights (other than, for the avoidance of doubt, any
Excluded Asset);



(vii)make any material change with respect to the Transferred Subsidiaries’ accounting practices, policies, principles,
methods or procedures, including revenue recognition policies, other than as required by IFRS or a Governmental
Entity, or as are necessary to conform with the accounting practices or policy used by the Seller or its Affiliates (in
either case, following notice to the Purchaser);

(viii)settle any material claims, actions, arbitrations, disputes or other Proceedings involving the Business, any
Transferred Subsidiary or Transferred Asset other than waivers, releases, compromises or settlements in the
ordinary course of business or that involve only the payment of monetary damages not in excess of $5,000,000 in
the aggregate;

(ix)other than in the ordinary course of business consistent with past practice, adopt, establish, enter into, amend or
terminate any Benefit Plan or any plan, agreement, program, policy, trust, fund or other arrangement that would be
a Benefit Plan if it were in existence as of the date of this Agreement;

(x)other than in the ordinary course of business consistent with past practice (including newly hired employees,
promotions, or annual raises consistent with past practice) (A) make or commit to make any material changes to the
compensation or benefits of the Business Employees and the Transferred Subsidiary Employees in each case in
circumstances which are likely to increase in aggregate the total staff costs of the Business by more than three
percent (3%) per annum; (B) make any change or commit to make any change to the terms of any redundancy
policy or practice applying to the Business Employees and the Transferred Subsidiary Employees (including
amounts payable on redundancy); (C) take any steps to employ or offer to employ or engage any new persons on a
permanent basis fully or part time within the Business (including by way of moving employees employed in any
other part of the Seller’s Group into the Business), other than as necessary to replace a Business Employee or a
Transferred Subsidiary Employee whose employment terminates; or (D) terminate the employment of any
Transferred Subsidiary Employee or Business Employee, in each case at the level of Global Job Family
Architecture 2 or above, other than for cause, or transfer any Business Employee or Transferred Subsidiary
Employee, in each case at the level of Global Job Family Architecture 2 or above, from the Business to any other
business conducted by the Seller or any of its Affiliates;

(xi)with respect to the Business, any Transferred Subsidiary or Transferred Asset, incur or modify any Indebtedness or
assume, guarantee or otherwise become responsible for the obligations of, or make any loans, capital contributions
or advances of any money or other property to, any other Person, other than Indebtedness incurred, assumed or
guaranteed in the



ordinary course of business in amounts not in excess of $10,000,000 in the aggregate or which will terminate on or
before the Closing;

(xii)(A) amend, terminate, assign or waive any material right under any Material Contract other than in the ordinary
course of business consistent with past practice, or (B) except in the ordinary course of business consistent with
past practice, enter into any agreement that, if existing on the date of this Agreement, would be a Material
Contract;

(xiii)incur or authorize any capital expenditures with respect to the Business, except for capital expenditures pursuant
to (A) a business or capital expenditure plan made available to the Purchaser in folder 1.1.4.2 of the Virtual Data
Room, (B) that are set forth in Annex 6.01 or (C) which do not exceed $10,000,000 in the aggregate;

(xiv)with respect to the Business, (A) make, change or revoke any Tax election, (B) amend any Tax Return, (C) settle
or compromise any Tax Claim or Liability, (D) change (or make a request to any Taxing Authority to change) any
method of accounting for Tax purposes, (E) waive or extend any statute of limitations period in respect of Taxes,
(F) surrender any right to claim a refund of Taxes or (G) enter into any closing agreement with respect to Taxes
with any Taxing Authority, in each case, to the extent (x) related to any Transferred Subsidiary or any Transferred
Asset and (y) reasonably expected at the time made or effected to result in an increase in any liability to Taxes in
respect of any Transferred Subsidiary or any Transferred Asset in a Tax period (or portion of a Straddle Period)
beginning after the Closing Date of more than $5,000,000 in the aggregate;

(xv)enter into any commitment to any Governmental Entity that is reasonably likely to give rise to a Liability of any
Transferred Subsidiary in excess of $10,000,000 or would reasonably be expected to materially alter the operations
of the Business from and after the Closing (without prejudice, for the avoidance of doubt, to the obligations of the
Purchaser under Section 6.07);

(xvi)sell or deliver products outside the ordinary course of business in a manner constituting “channel stuffing” or
“front loading” of products (it being understood that launches and relaunches of products are generally subject to
fluctuation in levels of sales and inventory levels); or

(xvii)resolve, authorize, agree or commit to do any of the foregoing.

(e) Notwithstanding anything to the contrary contained in this Agreement, each Transferred Subsidiary shall be permitted to
declare and pay cash dividends and make cash distributions to the Seller or any of its Affiliates prior to the Closing Date.



Additionally, notwithstanding anything to the contrary set forth in this Section 6.01, the Seller may, at any time prior to the
Closing, take, or cause its Affiliates to take, (i) the actions contemplated in Section 2.01(d) and (ii) any action reasonably
undertaken by any the Seller or its Affiliates in an emergency or disaster situation with the intention of minimizing any
adverse effect of such situation in relation to the Business.

6.02Access to Information

(f) Access prior to Closing. Seller shall, and shall cause its Affiliates to, until the earlier of the Closing Date and the date this
Agreement is terminated pursuant to the terms hereof, upon reasonable notice from the Purchaser, provide to
Representatives and personnel of the Purchaser (a list of such Representatives and personnel to be provided by the
Purchaser to, and approved by, the Seller in advance of any access; provided that such approval shall not be unreasonably
withheld, conditioned or delayed), during reasonable business hours or at such times as agreed between the Seller and the
Purchaser (and taking into account the day-to-day duties of the personnel of the Seller and its Affiliates):

(i)reasonable access to the Transferred Real Property, Transferred Books and Records and the books and records of the
Transferred Subsidiaries, permits, work papers (other than work papers of any Tax Group of which Seller or any
Affiliate of Seller is a member unless such work papers are Exclusively Related to the Business), Contracts and
other assets in each case of the Business, in each case solely to the extent reasonably required for the purpose of
preparing to operate the Business following the Closing and subject in all cases to compliance with all applicable
security requirements or other limitations on access imposed by Applicable Law or under any lease;

(ii)reasonable access to the management team and other key employees and personnel of the Business (including,
without limitation, employees and personnel involved in the manufacturing operations, human resources, and sales
and marketing functions of the Business) solely to the extent reasonably required for the purposes of preparing to
operate the Business following the Closing and subject in all cases to Applicable Law; and

(iii)reasonable access to such additional financial and operating data solely to the extent relating to the Business as the
Purchaser may from time to time reasonably request and solely for purposes of preparing to operate the Business
following the Closing;

provided that any such access or furnishing of information shall be at the Purchaser’s expense, under the supervision of the
Seller’s or its Affiliates’ personnel, and in such manner as not to interfere unreasonably with the businesses, personnel or
operations of Seller or any of its Affiliates; provided, further, that (A) the Purchaser shall not,



without the prior written consent of the Seller (not to be unreasonably withheld or delayed), contact any customer, client,
vendor, employee, supplier or competitor of the Business (other than customers, clients, vendors, suppliers and competitors
of the Purchaser or its Affiliates in connection with Purchaser’s business and the impact of the Acquisition thereon), (B) the
auditors and accountants of the Seller or any of its Affiliates shall not be obliged to make any work papers available to any
Person except in accordance with such auditors’ and accountants’ normal disclosure procedures and then only after such
Person has signed a customary agreement relating to such access to work papers in form and substance reasonably
acceptable to such auditors or accountants, and (C) the Seller shall be entitled to restrict such access, (x) as determined, in
its reasonable discretion, to be appropriate to ensure compliance with any Applicable Laws (including Antitrust Laws), and
(y) to preserve any applicable attorney client privilege and to comply with contractual confidentiality obligations.
Notwithstanding anything to the contrary contained herein, prior to the Closing, the Purchaser and its Representatives shall
not, without the prior written consent of the Seller (which may be withheld in the Seller’s sole discretion), be entitled to
conduct any intrusive indoor or outdoor sampling or testing at the Transferred Real Property or any other property
associated or affiliated in any way with the Seller or the Business.

(g) Access after Closing. For a period of ten (10) years after the Closing, the Purchaser shall: (i) retain the Transferred Books
and Records and all other books and records related to the Business held by the Purchaser’s Group, including those held by
or relating to the Transferred Subsidiaries for periods prior to the Closing; and (ii) upon reasonable notice and during
normal business hours, cooperate with and provide the Seller, members of the Seller’s Group, and the officers, employees,
agents and representatives of the Seller and members of the Seller’s Group reasonable access (including the right to make
copies at the Seller’s expense or the expense of any member of the Seller’s Group) to such books and records, including as
may be necessary for the preparation of financial statements, regulatory filings, Tax Returns, or in connection with any
Proceedings or claims. The Seller and members of the Seller’s Group shall be entitled, at their expense and subject to
reasonable and customary confidentiality undertakings, to make copies of the books and records to which they are entitled
access pursuant to this Section 6.02.

6.03Confidentiality

(g) From and after the date of this Agreement until the Closing, any information provided hereunder by or on behalf of any
Party hereto, the existence of this Agreement and the Ancillary Agreements and the terms hereof and thereof, shall be
governed by the terms of the Confidentiality Agreement. The Confidentiality Agreement shall terminate at the Closing and
shall survive the earlier termination of this Agreement in accordance with its terms.



(h) From and after Closing, the Seller shall hold in strict confidence, and (subject to this Agreement and the Ancillary
Agreements) not use except as expressly agreed in writing by the Purchaser or its Affiliates, any non-public information of
the Business, any Transferred Subsidiary, or included in the Transferred Assets or Assumed Liabilities, and in each case use
the standard of care reasonably necessary to prevent the unauthorized use, dissemination or disclosure of such information
(provided that any such information that otherwise meets the standard set forth in clause (i), (ii), or (iii) of the definition of
“Confidential Information” shall not be subject to this Section 6.03(b)).

(i) Each of the Parties and its respective Affiliates and Representatives may disclose Confidential Information or non-public
information to the extent required by Applicable Law or as requested by a Governmental Entity; provided that in the event
that the disclosure of such information is so required or requested by any Applicable Law or Governmental Entity, the Party
requesting to provide such Confidential Information will provide the other Party with prompt notice if permitted to do so by
Applicable Law or Governmental Entity so that such other Party may seek an appropriate protective order or similar relief
or, if appropriate, waive compliance with the provisions of this Section 6.03. The Purchaser or the Seller will, upon request,
and if permitted to do so by Applicable Law or by such applicable Governmental Entity, use reasonable best efforts to assist
the other Party in obtaining such a protective order or relief. Disclosure of any Confidential Information pursuant to any
such order or requirement of Applicable Law or Governmental Entity shall not be deemed to render such Confidential
Information non-confidential.

(j) The Parties shall be responsible for any breach of the terms of this Section 6.03 by the respective Party’s Representatives.

6.04Director Resignations

At the Closing, the Seller shall cause to be delivered to the Purchaser duly signed resignations (or evidence that such directors have
been removed from office) of those directors of the Transferred Subsidiaries who are designated by the Purchaser to the Seller in
writing at least ten (10) Business Days prior to the Closing.

6.05Transfer of Product Approvals and Product Applications

The Parties acknowledge that the Transfer of Product Approvals and Product Applications to the Purchaser may be subject to the
approval of applicable Governmental Entities, and that, notwithstanding anything in this Agreement to the contrary, each Product
Approval and Product Application shall continue to be held by the relevant member of the Seller’s Group from the Closing Date
until the relevant PA Transfer Date. Without prejudice to the foregoing, the Parties acknowledge that Annex 6.05 sets forth their
respective obligations with respect to the Transfer of Product Approvals and Product Applications to the Purchaser.



6.06Transfer of Asset Transferred Real Property

The Parties acknowledge and agree that Annex 6.06 sets forth their respective obligations with respect to the Transfer of Asset
Transferred Real Properties to the Purchaser.

6.07Efforts; Certain Regulatory Authorizations and Consents

(a) Subject to Section 2.08(a), Section 6.05, Section 6.07(e), and the last sentence of Section 6.14 below, each of the Parties
will cooperate and use their respective reasonable best efforts to take, or cause to be taken, or do, or cause to be done, all
things necessary, proper or advisable to satisfy, or cause to be satisfied, all conditions to the obligations of the Parties under
this Agreement over which it has control or influence, and to cause the Acquisition to be consummated as promptly as
practicable in accordance with the terms hereof, including but not limited to, using reasonable best efforts to secure as
promptly as practicable all consents, approvals, waivers, authorizations and Permit transfers required prior to Closing.

(b) Notwithstanding anything herein to the contrary, each of the Seller and the Purchaser agree that the only notifications and
approvals required or advisable to be filed and obtained under any applicable antitrust or competition laws or regulations in
any jurisdiction (collectively, the Antitrust Laws) in connection with the Proposed Transactions are the filings and
corresponding approvals in the following jurisdictions: the United States, the European Union, Japan, Brazil, Colombia,
South Africa, Ukraine and, if the Parties agree, Vietnam (the Required Notifications). The Purchaser shall have primary
responsibility for obtaining all consents, approvals or actions of any Governmental Entity which are required in connection
with the Required Notifications.

(c) The Purchaser and, where applicable, the Seller shall prepare and file the Required Notification in respect of the HSR Act
within fifteen (15) Business Days of the date hereof and, in respect of the other Required Notifications, as soon as
practicable after the date hereof.

(d) The Purchaser, on the one hand, and the Seller, on the other hand, shall each be responsible for paying its own filing fees in
connection with filing the Required Notifications.

(e) Without limiting the generality of the Purchaser’s covenants otherwise set out in this Section 6.07, the Purchaser agrees: (i)
to use its reasonable best efforts and to take any and all steps necessary to avoid and eliminate each and every impediment
under any Antitrust Law that may be asserted by any Governmental Entity or any other Person so as to enable the Parties to
consummate the Proposed Transactions as promptly as practicable, including proposing, negotiating, committing to and
effecting, by consent decree, hold separate orders, or otherwise, the sale, divestiture



or disposition of: (x) such of its assets, properties or businesses; or (y) the assets, properties or businesses to be acquired by
it pursuant hereto, and the entrance into such other arrangements, as may be necessary or advisable in order to avoid the
entry of, and the commencement of litigation seeking the entry of, or to effect the dissolution of, any injunction, temporary
restraining order or other order in any Proceeding (including before any Governmental Entity), that would have the effect of
delaying or preventing the consummation of the Proposed Transactions; and (ii) that it shall (at its sole cost and expense,
but subject to Sections 6.07(f) and (h) below defend through litigation on the merits any claim asserted in court by any
Person in order to avoid entry of, or to have vacated or terminated, any decree, order or judgment (whether temporary,
preliminary or permanent) that would have the effect of delaying or preventing the consummation of the Proposed
Transactions; provided that such litigation shall in no way limit the obligation of the Purchaser to use its reasonable best
efforts, and to take any and all steps necessary to eliminate each and every impediment under any Antitrust Law to
consummate the Proposed Transactions as promptly as practicable and in any event prior to the Drop-Dead Date.
Notwithstanding the foregoing, nothing contained in this Agreement shall require the Purchaser, the Seller or their
respective Affiliates to take, or cause to be taken, any action with respect to the divestiture of any assets, properties or
businesses of the Seller or any of its Affiliates, or the Purchaser or any of its Affiliates (including the Transferred
Subsidiaries), or any combination thereof, that is not conditioned on the consummation of the Acquisition.

(f) To the extent permitted by Applicable Law, each Party shall promptly notify the other of any communication (including oral
communications) it or any of its Affiliates receives from any Governmental Entity relating to the matters that are the subject
of this Agreement and permit the other to review in advance any proposed communication by such Party to any
Governmental Entity. To the extent permitted by Applicable Law, neither of the Parties shall participate in or agree to
participate in any meeting with any Governmental Entity in respect of any filings, investigation (including any settlement of
the investigation), litigation or other inquiry related to the Required Notifications unless it consults with the other in
advance. Each Party will coordinate and cooperate fully with each other in exchanging such information and providing such
assistance as the other may reasonably request in connection with the foregoing and in seeking early termination of any
applicable waiting periods under any Antitrust Law (including under the HSR Act). Subject to the confidentiality provisions
of the Confidentiality Agreement, the Parties will provide each other with copies of all correspondence, filings or
communications between them or any of their representatives, on the one hand, and any Governmental Entity or members
of its staff, on the other hand, with respect to this Agreement and the transactions contemplated by this Agreement;
provided that materials may be redacted by the Seller: (i) to remove references concerning valuation of the Transferred
Subsidiaries, Transferred Assets, Excluded Assets or Assumed Liabilities; (ii) as necessary to comply with contractual
arrangements; and (iii) as



necessary to address reasonable attorney-client or other privilege or confidentiality concerns.

(g) Notwithstanding anything in this Agreement to the contrary, with respect to the matters covered in this Section 6.07, it is
agreed that the Purchaser, after consulting with the Seller and considering the Seller’s views in good faith, shall make all
decisions, lead all discussions, negotiations and other proceedings, and coordinate all activities and any requests that may be
made by, or any actions, consents, undertakings, approvals, waivers or authorizations that may be sought by or from, any
Governmental Entity, including determining the strategy and manner in which to contest or otherwise respond, by litigation
or otherwise, to objections to, or proceedings or other actions challenging, the consummation of the Proposed Transactions.
At the Purchaser’s request and at the Purchaser’s sole cost and expense, the Seller agrees to take all reasonable actions the
Purchaser reasonably deems prudent in order to reasonably assist the Purchaser in obtaining any actions, consents,
undertakings, approvals, waivers or authorizations by or from any Governmental Entity for or in connection with, and to
reasonably assist the Purchaser in litigating or otherwise contesting any objections to or proceedings or other actions
challenging, the consummation of the Proposed Transactions. The Seller shall not permit any of its Representatives to
participate in any meeting with any Governmental Entity in respect of any filings, investigation, proceeding or other matters
relating to this Agreement or the Proposed Transactions unless the Seller consults with the Purchaser in advance and, to the
extent permitted by such Governmental Entity, gives the Purchaser the opportunity to attend and lead the discussions at such
meeting.

(h) The Purchaser shall not enter into any transaction, or any Contract to effect any transaction that would reasonably be
expected to increase the time required or reduce the Parties’ respective abilities, to: (i) obtain any approval under the
Antitrust Laws, including the approvals required to be obtained pursuant to Sections  8.01(b) and 8.02(b); (ii) avoid the
entry of, the commencement of litigation seeking the entry of, or to effect the dissolution of, any injunction, temporary
restraining order or other order that would have the effect of delaying in any material respect or preventing the
consummation of the Proposed Transactions; or (iii) obtain all authorizations, consents, orders and approvals of
Governmental Entities necessary for the consummation of the Proposed Transactions.

6.08Employee Matters

(a) Employment of Business Employees. The Parties intend that the Business Employees will become employees of the
Purchaser or its Affiliates as part of the transactions contemplated by this Agreement. Accordingly, if the employment of
any Business Employee does not automatically transfer to the Purchaser or one of its Affiliates in accordance with
Applicable Law, the Purchaser shall offer, or cause one of its Affiliates to offer, employment to each such Business
Employee in a



substantially comparable position with the Purchaser’s Group on terms and conditions that comply with this Section 6.08.
Such offer of employment shall be made no later than thirty (30) days before the Closing Date (or such longer period of
time before the Closing Date as shall be required in order to comply with any applicable Contract or Applicable Law) and
shall be stated to be conditional on Closing and to take effect on the Closing Date immediately following the Closing. The
Parties acknowledge and agree that (i) any Deferred Employee shall be treated for all purposes under this Agreement as if
such Deferred Employee were a Business Employee, to the extent applicable; (ii) the Purchaser’s obligations under this
Section 6.08 shall apply in respect of each Deferred Employee in the same way as they do to each Business Employee; and
(iii) if any Deferred Employee accepts an offer of employment made by the Purchaser under this Section 6.08(a) and reports
to work with Purchaser or any of its Affiliates on the start date set forth in such Deferred Employee’s offer letter, such
Deferred Employee shall be treated for all purposes under this Agreement as a Transferred Employee commencing on the
day such Deferred Employee reports to work with Purchaser.

(b) Notification and Release. Where any Business Employee accepts an offer of employment made pursuant to Section 6.08(a):

(i)the Purchaser shall, as soon as reasonably practicable after the date on which such Business Employee notifies the
relevant member of the Purchaser’s Group that he or she accepts or rejects such offer of employment, notify the
Seller of such acceptance or rejection; and

(ii)the Seller shall ensure that such Business Employee is released from employment with the relevant member of the
Seller’s Group with effect from the Closing Date or on the date of acceptance of employment with the Purchaser or
the relevant Affiliate (or as otherwise provided under Section 6.08(a)), if later.

(c) Indemnity for termination costs. The Purchaser shall indemnify the Seller (for itself and on behalf of any relevant member
of the Seller’s Group) against any claims and Losses for payments in lieu of notice or severance payments, penalties,
compensation awards or expenses which arise (whether pursuant to a Contract, customary practice (consistent with the
ordinary course past practice of the Seller and its Affiliates) and/or Applicable Law) as a result of any Business Employee
refusing or not accepting an offer of employment made pursuant to Section 6.08(a) or such person accepting such offer and
ceasing to be employed by the Seller or the relevant member of the Seller’s Group. The Seller shall, so far as reasonably
practicable, seek to minimize any such payments.

(d) Shared employees. After the date of this Agreement, the Seller shall identify, in consultation with the Purchaser, any
employees who are engaged wholly or



substantially in the Business but who are not Transferred Subsidiary Employees or Selling Affiliate Employees; provided,
however, that no more than fifteen (15) of such employees shall be identified. In consultation with the Purchaser, the Seller
shall cause a Transferred Subsidiary to offer employment to any such employee before the Closing Date, such employment
to take effect from immediately before the Closing Date or, where that is not reasonably practicable or there is no
Transferred Subsidiary in the country in which the employee works, the Purchaser shall treat such employee as if that
person were a Business Employee and the provisions of this Section 6.08 shall apply to such person.

(e) International Assignees. Where Applicable Law does not provide for the automatic transfer of employment of any
International Assignee and/or the other terms governing their international assignment, the Purchaser shall assume and
agree to be bound by the individual Contract of employment and such other terms governing such international assignment,
including any Tax equalization agreement entered into between such International Assignee and a member of the Seller’s
Group, provided that such employee becomes a Transferred Employee.

(f) Long term disability. It is the intention of the parties that any Business Employees or Transferred Subsidiary Employees
who are absent from the Business immediately prior to the Closing due to long term disability will become employees of
the Purchaser’s Group on and following Closing in accordance with this Section 6.08; provided that prior to the Closing,
the Seller and the Purchaser shall reasonably cooperate so that any such employees shall not have any disruption in their
benefits solely as a result of the occurrence of the Closing.

(g) Consultation. The Purchaser shall, and shall cause its Affiliates to, and the Seller shall, and shall cause its Affiliates to:

(i)provide the other party with such information and assistance at such times as that party may reasonably request or as
may be reasonably necessary for it or any of its Affiliates to comply with any requirement to consult with
employees, the Novartis Euroforum, a relevant trade union or any other employee representatives, in connection
with the transactions contemplated by this Agreement; and

(ii)at the reasonable request of the other party, cooperate in preparation for any information, negotiation and/or
consultation process which that party undertakes with employees or their representatives in connection with the
transactions contemplated by this Agreement.

(h) Responsibility for Losses.

(i)The Seller and its Affiliates shall have no responsibility for, and the Purchaser shall be responsible for and shall
indemnify the Seller (for itself



and on behalf of any relevant member of the Seller’s Group) against, any and all Losses and claims of any kind
(i) arising out of the employment, or termination of employment, whether actual or constructive, of any
Transferred Employee following the Closing Date, including, but not limited to, all claims relating to severance,
termination pay, pay in lieu of notice of termination and similar obligations, (ii) arising out of or relating to any
failure by the Purchaser or any of its Affiliates to comply with its or their obligations under any regulations
implementing the Acquired Rights Directive 2001/23/EC to provide information to the Seller and its Affiliates in
order to allow the Seller and its Affiliates to comply with their information and consultation obligations in respect
of any Business Employees or (iii) arising out of or relating to any act or omission (or alleged act of omission) by
the Purchaser or any of its Affiliates in relation to any Business Employee before Closing as a result of which such
Business Employee treats his employment as having been terminated on grounds of anticipatory repudiatory
breach of contract by such Business Employee’s employer following Closing or on grounds that the Proposed
Transactions involve a substantial change in working conditions to the detriment of such Business Employee (as
that term is referred to in Article 4(2) of the Acquired Rights Directive 2001/23/EC or any implementing
regulation. The Purchaser shall, or shall cause its Affiliates to, be solely responsible for, and shall provide, any
plant closing or similar notices as required under Applicable Law in connection with any termination of any
Transferred Employees after the Closing Date in connection with the transactions contemplated hereby: provided
that, on or prior to the Closing Date, the Seller shall provide the Purchaser with relevant information regarding any
layoffs and employment terminations that occur on or within the one hundred and eighty (180) day period
immediately prior to the Closing Date.

(ii)Unless attributable to any act or omission of the Purchaser and/or its Affiliates, the Seller shall be responsible for
and shall indemnify the Purchaser and/or its Affiliates against any and all Losses and claims relating to any
failure by any member of the Seller’s Group to comply with their information and/or consultation obligations
under any regulations implementing the Acquired Rights Directive 2001/23/EC in respect of any Business
Employee.

(i) Employee Compensation and Benefit Plans.

All Transferred Employees

(i)Terms of Employment. Subject to Applicable Law where Applicable Law is more favorable for the relevant
Transferred Employee, for the period



beginning on the Closing Date and ending no earlier than the earlier of: (A) the relevant Transferred Employee’s
termination date; or (B) the second (2nd) anniversary of the Closing Date, the Purchaser shall, or shall cause its
Affiliates to, provide each Transferred Employee with base compensation and an annual cash bonus opportunity at
target that is no less favorable than that provided to such Transferred Employee immediately prior to the Closing
Date (Core Compensation), and benefits (including any long-term incentive compensation other than any annual
cash bonus opportunity taken into account in the Core Compensation of such Transferred Employee but excluding
severance) that are substantially comparable in the aggregate to the benefits that were provided to the Transferred
Employee immediately prior to the Closing Date, provided that, for the purpose of this Section 6.08(i)(i), post-
retirement medical benefits shall be disregarded (it being understood that such benefits shall be replaced by the
Purchaser with substantially comparable compensation or benefits opportunities in the aggregate). The Seller will
reasonably co-operate with the Purchaser to provide information about the Benefit Plans reasonably necessary to
assist the Purchaser in complying with this Section 6.08(i)(i).

(ii)Severance Benefits. Subject to Applicable Law where Applicable Law is more favorable for the relevant
Transferred Employee, the Purchaser shall, or shall cause its Affiliates, to provide severance benefits to any
Transferred Employee who is laid-off or terminated during the two (2) year period immediately following the
Closing Date in an amount that is equal to the greater of (A) severance benefits that the employee would have been
entitled to pursuant to the terms of the applicable employee benefit plan or policy in place as of the Closing Date
but based on employment to the actual termination date and (B) the severance benefits provided under the
severance arrangements of the Purchaser or its Affiliates for similarly situated employees; provided that, in each
case such Transferred Employee otherwise satisfies the terms and conditions for such severance benefits under the
applicable severance plan, policy or arrangement or would have done so if such plan or policy was in place as at the
actual termination date.

(iii)Benefits Arrangement/Service Continuity. Following the Closing Date, the Purchaser shall, or shall cause its
Affiliates to, credit each Transferred Employee with service credit for purposes of eligibility to participate and
vesting, in the case of (x) the tax-qualified defined contribution plans, (y) the tax-qualified defined benefit plans
solely for Transferred Employees who participated immediately prior to the Closing in such a plan that was open
and actively accruing benefits and (z) severance and vacation plans, programs and policies of the Purchaser and its
Affiliates and for purposes of benefit accruals, in the case of the severance and vacation plans, programs and
policies of the Purchaser and its Affiliates, to the extent



such service was recognized for such Transferred Employee under the comparable Benefit Plans immediately prior
to the Closing Date; provided that, subject to Applicable Law, nothing in this Section 6.08(i)(iii) shall require the
crediting of service for the purposes of calculation of benefits or that would result in:

(A) duplication of benefits;

(B) recognition of service for any purposes under any plans for which participation, service and/or benefits
accrual is frozen or any post-retirement medical plan; or

(C) recognition of service under a newly established plan for which prior service is not taken into account for
employees of the Purchaser’s Group generally.

Without limiting the foregoing, with respect to the Transferred Employees, the Purchaser shall, or shall cause its
Affiliates to, be responsible for all paid time-off benefits, including accrued but untaken vacation pay, sick pay,
flexi-time and other payments for time off or normal work hours accrued by Transferred Employees up to the
Closing Date. For the calendar year in which the Closing Date occurs, the Purchaser shall, or shall cause its
Affiliates to, waive any pre-existing condition exclusions, evidence of insurability provisions, waiting periods with
respect to participation and coverage requirements or any similar provisions under any of the Purchaser’s benefit
plans that are welfare plans (as defined in section 3(1) of ERISA or any equivalent Applicable Law) for the
Transferred Employees to the extent that such conditions, exclusions, and waiting periods or other provisions were
satisfied or did not apply to such employees under Benefit Plans that are welfare plans immediately prior to the
Closing Date. Further, each Transferred Employee shall be eligible to receive credit under the Purchaser’s medical
plans for the calendar year in which the Closing Date occurs towards annual out-of-pocket limits for expenses
incurred under any Benefit Plan that is a medical plan during the calendar year in which the Closing Date occurs but
prior to the Closing Date and, to the extent applicable and determined by the Purchaser to be reasonably practicable
under the terms of the Purchaser’s benefit plans, Transferred Employees shall be eligible to receive credit for co-
payments and deductibles during the calendar year in which the Closing Date occurs by prior to the Closing Date.

(iv)Cash bonus arrangements. As soon as reasonably practicable following the Closing Date and in any event within
ninety (90) days of the Closing Date:



(A) the Seller or its Affiliates shall pay to each Transferred Employee who participated in an annual bonus and/or
sales incentive plan immediately prior to the Closing Date, a pro-rated cash bonus for the performance period
in which the Closing Date occurs;

(B) where the Seller is able to determine performance, any bonus payment made to such eligible employees by
the Purchaser will be based on the Seller’s determination of performance to the Closing Date and pro-rated to
the Closing Date; or

(C) where the Seller is unable to determine performance (either business or individual), for example, because the
Closing Date occurs near the start of the bonus year, the Seller shall calculate bonus based on a deemed
achievement of performance conditions at target level pro-rated to the Closing Date; and

(D) the Seller shall deduct and account for any Tax due of such payments (including, for the avoidance of doubt,
paying any employer’s social security contributions in respect thereof).

To the extent that any of the Transferred Subsidiaries have accrued for 2014 bonus payments in respect of the period
prior to Closing in respect of Transferred Subsidiary Employees (2014 Bonus Accruals) and such accrued amounts
have therefore been transferred to the Purchaser on Closing, the Purchaser shall, within 30 days following written
notification from the Seller of (i) the fact that the cash bonus payments referred to in this Section 6.08(i)(iv) have
been paid; (ii) the aggregate gross amount of such paid cash bonus payments and (iii) the aggregate gross amount of
employer’s social security contributions paid in respect of such cash bonus payments (to the extent included in the
2014 Bonus Accruals), pay to Seller a sum equal to the aggregate of the amounts referred to in (ii) and (iii) above,
which payment shall not exceed the 2014 Bonus Accruals. For the avoidance of doubt, once the Seller has complied
with the terms of this Section 6.08(i)(iv), the Seller shall have no further obligation under any of its annual bonus
and sales incentive bonus plans for any Transferred Employee for performance periods ending after the Closing
Date.

(v)Liability for retention arrangements. Subject to the prior approval of the Purchaser, the Seller will put in place
retention arrangements to retain key employees in connection with the transactions contemplated by this Agreement
(collectively the Retention Arrangements). With respect to any such retention arrangement approved by the
Purchaser, the Purchaser shall, or shall cause such other member of the Purchaser’s Group to, make such cash
retention payments when due to the relevant Transferred Employees on



or after Closing and shall deduct and/or pay and account for any Tax and social security contributions due on such
cash payments. The Seller and the Purchaser shall each bear fifty percent (50%) of the costs of the cash and share
award retention arrangements (including any Tax or social security contributions due on them) and appropriate
apportionments and/or payments shall be made to achieve this (to the extent such amounts are not reflected in the
Closing Statement). The Parties will provide each other with all information and documentation reasonably
necessary to allow such apportionment and payments to be made.

(vi)Share incentive plans. To the extent that a Transferred Employee holds any unvested stock options or other equity-
based awards in Seller common stock (Seller Equity Awards) as of the Closing, the Seller shall take all actions to
cause such Seller Equity Awards to become vested as follows: (A) with respect to any Seller Equity Award that is
subject to time or service-based vesting conditions, the Seller Equity Award shall vest early as a result of Closing
and be time pro-rated to take account of the reduced period of time, as a proportion of the original vesting period,
that the relevant Transferred Employee worked within the Seller’s Group (calculated on the basis of the number of
years of service as at the Closing Date, where part years of service are rounded up); (B) with respect to any Seller
Equity Award that is subject to performance-based vesting conditions where the Seller is able to reasonably
determine performance, the Seller Equity Award shall vest early as a result of Closing based on the Seller’s
determination of performance to the Closing Date and be time pro-rated to take account of the reduced period of
time, as a proportion of the original vesting period, that the relevant Transferred Employee worked within the
Seller’s Group (calculated on the basis of the number of years of service as at the Closing Date, where part years of
service are rounded up); and (C) with respect to any Seller Equity Award that is subject to performance-based
vesting conditions for which the Seller is unable to determine performance, the Seller Equity Award shall vest early
as a result of Closing based on the Seller’s reasonable determination of performance conditions at target level and
be time pro-rated to take account of the reduced period of time, as a proportion of the original vesting period, that
the relevant Transferred Employee worked within the Seller’s Group (calculated on the basis of the number of
years of service as at the Closing Date, where part years of service are rounded up). To the extent that a Transferred
Employee forfeits any stock options or other equity-based awards granted (or to which such Transferred Employee
would otherwise have been entitled under the Seller’s Leveraged Share Savings Plan in Switzerland or the Seller’s
Employee Share Ownership Plans in Switzerland and the United Kingdom) under any Benefit Plan as a
consequence of becoming a Transferred Employee, the Purchaser shall, or shall cause its Affiliates to, grant such
Transferred Employee cash or equity-based awards



with respect to the Purchaser as determined by the Purchaser to replace the forfeited value.

(vii)The U.S. Transferred Employees shall, as of the date such employees become U.S. Transferred Employees,
become eligible to participate in a U.S. tax-qualified defined contribution plan sponsored by the Purchaser or one
of its Affiliates; provided that such U.S. Transferred Employees meet the eligibility requirements applicable to
similarly situated employees of the Purchaser. The Purchaser agrees that such plan will accept rollovers of the
account balances of U.S. Transferred Employees (including participant loan promissory notes) from the Seller’s
tax-qualified retirement plans.

(viii)Liabilities and obligations post-Closing. Liabilities and obligations incurred by or with respect to Transferred
Employees (including any beneficiary or dependent) on or after the Closing Date (or such later date on which an
individual becomes a Transferred Employee) shall be the sole responsibility of the Purchaser or its Affiliates.

(j) Information necessary to comply with this Section 6.08. The Seller shall provide to the Purchaser, within two (2) months
after the date of this Agreement, information about the base compensation, annual cash bonus opportunity at target and
any other information necessary to comply with the covenants in this Section 6.08. The Purchaser will not be in breach of
a covenant under this Section 6.08 if the alleged breach arises solely as a direct result of a failure by the Seller to provide
the Purchaser with accurate and complete information under this Section 6.08(j).

(k) Group Retirement Benefit Arrangements. The provisions of Annex 6.08(k) and Annex 6.08(l) shall apply in respect of
retirement benefit arrangements.

(l) Nonqualified Deferred Compensation Plans. At and following the Closing, the Seller and its Affiliates shall retain any
Benefit Plan that is, or constitutes, a non-qualified deferred compensation plan; provided that the Purchaser shall, or shall
cause its Affiliates to, assume any such Benefit Plan at the Closing to the extent that the Seller and the Purchaser
reasonably determine in good faith prior to the Closing that the Liabilities with respect to such Benefit Plan may be
transferred to the Purchaser without causing any adverse Tax consequences for any participant in such Benefit Plan;
provided further that it would be reasonably practicable for the Seller and its Affiliates to transfer any trust assets
supporting any such Benefit Plan to the Purchaser and its Affiliates.

(m) Effect of this Agreement. Notwithstanding any other provision of this Agreement to the contrary, each of the Seller and
the Purchaser hereby acknowledges and agrees that all provisions contained in this Section 6.08 are included for the sole
benefit of the parties hereto, and that nothing in this Agreement, whether express or implied, (i) shall be treated as an
amendment or other modification of any Benefit



Plan or other employee benefit plan, agreement or other arrangement, (ii) shall limit the right of the Purchaser, the Seller
or their respective Affiliates to amend, terminate or otherwise modify any Benefit Plan or other employee benefit plan,
agreement or other arrangement following the Closing Date, or (iii) shall create any third party beneficiary or other right
(x) in any other Person, including, without limitation, any current or former director, officer, employee or independent
contractor of the Seller or its Affiliates or any participant in any Benefit Plan or other employee benefit plan, agreement or
other arrangement (or any dependent or beneficiary thereof) or (y) to continued employment with the Purchaser or the
Seller or any of their respective Affiliates.

6.09Publicity

(e) The Purchaser and the Seller shall agree on the initial press release with respect to the execution of this Agreement and the
Proposed Transactions contemplated hereby. Thereafter, prior to the Closing, no Party or any of their respective Affiliates
and Representatives shall issue any press release or other public announcement with respect to this Agreement and the
Proposed Transactions without the prior consent of the other Party (which consent shall not be unreasonably withheld or
delayed), except (a) as such release or announcement may be required by Applicable Law (including stock exchange
requirements) or legal process, in which case the Party required to make the release or announcement shall, to the extent
practicable and permitted by Applicable Law, allow the other Party reasonable time to comment on such release or
announcement in advance of such issuance or (b) to the extent reasonably necessary for either Party to enforce its rights
under this Agreement or any Ancillary Agreement.

(f) Each of the Purchaser and the Seller agrees that the existence or terms of this Agreement or any Ancillary Agreement shall
not be disclosed or otherwise made available to the public and that copies of this Agreement or any Ancillary Agreement
shall not be publicly filed or otherwise made available to the public, except where such disclosure, availability or filing is
required by Applicable Law (including stock exchange requirements) and only to the extent required by such Applicable
Law. In addition, nothing herein shall be deemed to prohibit either Party from making disclosures concerning this
Agreement or the Proposed Transactions deemed necessary or, upon the advice of external counsel, advisable by the Party
making such disclosure in any publication or other report required to be filed pursuant to Applicable Law, including federal
securities laws.

6.10Termination of Affiliate Contracts

In each case to the extent permitted by Applicable Law and except as contemplated by Annex 6.10 or as provided in or
contemplated by the Ancillary Agreements, the Seller and the Purchaser shall cause:



(v) the Cash Pooling Arrangements; and

(w) each Affiliate Contract,

to be terminated, effective immediately prior to Closing, and to cause each counterparty to an Affiliate Contract to, effective as of
Closing, unconditionally release and irrevocably discharge each other party thereto from (i) any and all obligations to perform or
any further performance of the covenants, undertakings, warranties and other obligations contained in such Affiliate Contract and
(ii) any and all claims and Liabilities whatsoever arising out of, in any way connected with, as a result of or in respect of such
Affiliate Contract.

6.11Guarantees

(j) The Purchaser shall use its reasonable best efforts to ensure that, as of Closing, each member of the Seller’s Group is
released from all Third Party Assurances (including those listed in Annex 6.11) given by such member of the Seller’s Group
in respect of (i) obligations of any Transferred Subsidiary that will exist after Closing, (ii) obligations relating to or under
any Transferred Asset or the Business that will exist after Closing or (iii) any Assumed Liability, including effecting such
release by issuing Purchaser guarantees or other credit support (including providing a letter of credit from a bank in the full
amount thereof in favor of the beneficiary), and substituting the Purchaser, its Affiliates, the Transferred Subsidiaries or one
or more banks or other financial institutions of international standing for the applicable member of the Seller’s Group that is
a party to such Third Party Assurance.

(k) To the extent that satisfactory releases are not obtained with respect to Third Party Assurances in accordance with Section
6.11(a), the Purchaser shall defend (with counsel acceptable to the Seller in its reasonable discretion), indemnify and hold
harmless the Seller and the applicable Seller Indemnitees for all Losses suffered by them arising from, under or in respect of
the relevant Third Party Assurance, as applicable, or any counter-indemnity provided by or on behalf of the Seller or the
applicable Seller Indemnitee in respect thereof (including any fees, costs, interest payments and other payments made
thereunder or with respect thereto).

6.12Ancillary Arrangements

As of Closing, the Seller or such relevant members of the Seller’s Group and the Purchaser or its relevant Affiliates shall enter into
arrangements pursuant to which:

(m) the Seller or other relevant members of the Seller’s Group will provide or cause to be provided to the Purchaser or its
Affiliates (and vice versa) as provided therein, as the case may be, certain agreed upon services pursuant to a transition
services agreement substantially on the terms set forth in Exhibit 6.12(a) (the Transition Services Agreement);



(n) the Purchaser or its Affiliates will manufacture and supply on behalf of the Seller or such members of the Seller’s Group,
and the Seller or its Affiliates will manufacture and supply on behalf the Purchaser or such member of the Purchaser’s
Group, in each case as provided therein, certain products pursuant to a manufacturing and supply agreement substantially on
the terms set forth in Exhibit 6.12(b) (the Manufacturing and Supply Agreement);

(o) the Seller or other relevant members of the Seller’s Group will provide, or cause to be provided, to the Purchaser and such
of its Affiliates (and vice versa) as provided therein certain licenses to Patents and Know-How pursuant to a Technology
License Agreement substantially in the form attached as Exhibit 6.12(c) (the Technology License Agreement);

(p) the Seller or other relevant members of the Seller’s Group will provide, or cause to be provided, to the Purchaser or its
Affiliates a license to use the Seller Licensed Marks on terms to be negotiated by the Parties in good faith prior to Closing
(the Trademark License Agreement);

(q) the Seller or other relevant members of the Seller’s Group will provide, or cause to be provided, to Purchaser or its
Affiliates a license to use for a limited duration (not exceeding a reasonable period of time to transition the Business to the
Purchaser’s marks) certain Trademarks that contain or incorporate the term “Novartis”, on terms to be negotiated by the
Parties in good faith prior to Closing (the Transitional Trademark License Agreement), which will include an obligation on
the Purchaser to change the corporate name of each of the Transferred Subsidiaries to a name that does not include the term
“Novartis” or any other marks or names that, in the reasonable opinion of the Seller, are confusingly similar thereto and
make any necessary legal filings with the appropriate Governmental Entity to effect such change within a reasonable period
of time following the Closing; and

(r) the Seller or other relevant members of the Seller’s Group will assign, convey and deliver, or cause to be assigned,
conveyed and delivered, the Transferred Intellectual Property Rights to the Purchaser and such of its Affiliates as provided
therein pursuant to an Intellectual Property Assignment Agreement substantially in the form attached as Exhibit 6.12(f) (the
IP Assignment Agreement).

For the purposes of compliance with this Section 6.12, the Seller and the Purchaser shall, between the date of this Agreement and
Closing, negotiate in good faith any and all Ancillary Agreements.

6.13Use of Name

The Purchaser agrees that it shall cause each of its Affiliates, from and after the Closing, to (i) not hold themselves out as having
any affiliation with the Seller or any of its Affiliates, and (ii) except as permitted under any Ancillary Agreement, and subject to the
terms of the



Transitional Trademark License Agreement, not use or display in any way whatsoever the term “Novartis”, the Seller Retained
Marks or any of the “Novartis” Trademarks used or held by any member of the Seller’s Group or any trademark, service mark,
domain name, trade name, identifying symbol, logo, emblem, sign or insignia related to any of the foregoing or which, in the
reasonable opinion of the Seller, is confusingly similar to any of the foregoing.

6.14Counterparty Consents

With respect to each of the Material Contracts that is intended to be a Transferred Asset, and in respect of which a third-party
authorization, approval, consent or waiver is required in order for such Contract to be assigned or otherwise transferred to the
Purchaser or any of its Affiliates, the Seller shall or shall cause a member of the Seller’s Group to, prior to Closing, use (i)
reasonable best efforts to cooperate with the Purchaser in order to obtain such third party authorization, approval, consent or
waiver, including the Transferred Intellectual Property Contracts set forth on Annex 6.14 and (ii) use reasonable best efforts to
obtain such third party authorizations, approvals, consents or waivers in respect of material Transferred Intellectual Property
Contracts, including as set forth on Annex 6.14. The Purchaser hereby acknowledges that, notwithstanding any other provision of
this Agreement, neither the Seller nor any member of the Seller’s Group shall be required to pay any consideration in relation to
obtaining the third-party authorizations, approvals, consents or waivers pursuant to this Section 6.14 and/or be obligated to make
any commitment or incur any Liability in connection therewith.

6.15Insurance

The Purchaser acknowledges and agrees that, upon Closing, all insurance coverage provided under the Seller’s Group Insurance
Policies or otherwise in relation to the Business pursuant to policies, risk funding programs or arrangements maintained by the
Seller or by any Affiliate of the Seller (whether such policies are maintained in whole or in part with third party insurers or with the
Seller or its Affiliates and including any captive policies or fronting arrangements, and including any “occurrence” based insurance
policies provided in relation to the Seller and its Affiliates with respect to any occurrences prior to Closing), in each case other than
the Transferred Subsidiary Insurance Policies, shall cease, and no further coverage shall be available to the Business, any
Transferred Subsidiary as an Affiliate of the Seller or in respect of any Transferred Asset or Assumed Liability under any such
policies, programs or arrangements; provided that, if a material Transferred Asset or a material asset of a Transferred Subsidiary
suffers a casualty loss prior to the Closing Date that is covered by insurance maintained by the Seller or its Affiliates, the Seller
shall cause any insurance proceeds received in respect of such casualty loss to be applied to restore or replace such Transferred
Asset or asset of a Transferred Subsidiary.

6.16Wrong-Pockets



(g) Except as otherwise provided in Annex 6.05 (which shall apply in relation to Product Approvals and Product Applications),
if, after Closing, (i) any Transferred Asset has not been transferred to the Purchaser in circumstances other than as
contemplated by Section 2.08, the Seller shall cause such Transferred Asset (and any related Liability which is an Assumed
Liability) to be transferred to the Purchaser as soon as practicable or (ii) any Assumed Liability has not been transferred to
and/or assumed by the Purchaser, the Seller shall cause such Assumed Liability (and any related property, right or asset that
is a Transferred Asset) to be transferred to and assumed by the Purchaser as soon as practicable.

(h) If, after Closing, (i) any Excluded Asset is found to have been transferred to the Purchaser pursuant to this Agreement or
any Local Agreement or to be held by a Transferred Subsidiary despite the Seller exercising its rights under Section 2.01(d),
the Purchaser shall transfer such Excluded Asset as soon as practicable to the Seller or another member of the Seller’s
Group nominated by the Seller or (ii) any Excluded Liability is found to have been transferred to and/or assigned by the
Purchaser pursuant to this Agreement or any Local Agreement, the Purchaser shall transfer, and the Seller or another
member of the Seller’s Group nominated by the Seller, shall assume such Excluded Liability as soon as practicable.

6.17Non-Competition; Non-Solicitation; No Challenge

(e) For a period of four (4) years from the Closing, without the express, prior written consent of the Purchaser, the Seller shall
not, and shall cause its Affiliates not to, directly or indirectly through any Person (including as agent, consultant,
stockholder, member, manager, director, co-partner or in any other representative capacity), own, operate, manage, control,
engage in, invest in or participate in a business that competes with the Business as it is carried out on the Closing Date (a
Restricted Business) (it being understood that commercial transactions consistent with those in effect on the date hereof by
the Seller’s Group (other than the Business) with a client, customer (including distributor), supplier or licensor shall not be
deemed to be indirectly violating the provisions of this Section 6.17); provided, however, that the restrictions contained in
this Section 6.17(a) shall not restrict (i) the acquisition by the Seller or its Affiliates, directly or indirectly, of less than five
percent (5%) of the outstanding capital stock of any publicly traded company engaged in a Restricted Business, (ii) Novartis
Venture Funds or any other venture capital business of Seller or its Affiliates from making financial investments in any third
Person which engages in, invests in, manages or operates a Restricted Business in connection with its customary venture
capital activities, (iii) the ownership of any equity interests through any employee benefit plan or pension plan or trust for
present or former employees, (iv) the acquisition of a Person that is engaged in a Restricted Business; provided that, the
annual net sales of the Restricted Business do not exceed twenty percent (20%) of the annual net sales of the acquired
Person, in each case as reported in the most recent full year financial statements of the acquired Person prior to the



date of the signing of the definitive agreement providing for such acquisition, (v) any business activity that would otherwise
violate this Section 6.17(a) that is acquired in connection with an acquisition so long as the relevant member of the Seller’s
Group divests all or substantially all of the business activity that would otherwise violate the non-compete restriction or
otherwise terminates or disposes of such business activity, product line or assets of such acquired business that would
otherwise violate this Section 6.17(a), within nine (9) months after the consummation of the relevant acquisition (it being
understood that any such acquisition within forty-eight (48) months of the Closing shall require such divestiture
notwithstanding the expiration of the obligations under this Section 6.17(a), (vi) investments by Novartis Foundation for
Sustainable Development or a similar Novartis non-profit-based organization, (vii) the provision of data or other content to
or in connection with business conducted by any Person as may be required by Applicable Law, (viii) any activities by an
Affiliate of Seller in which a Person who is not a member of the Seller’s Group holds equity interests and with respect to
whom a member of the Seller’s Group has at the date of this Agreement contractual or legal obligations limiting its
discretion to impose non-competition obligations, (ix) the performance by the Seller and its Affiliates of their respective
obligations under this Agreement and the Ancillary Agreements (each as amended from time to time), (x) the business of
selling active pharmaceutical ingredients by the generics division of the Seller’s Group, (xi) the research and development
of compounds that could have both human and animal application, (xii) any business conducted or investment held by any
member of the Seller’s Group (other than the Business), or contemplated by an existing contractual arrangement (including
licensing arrangements) applicable to any member of the Seller’s Group (other than the Business) as of the date hereof
which is not significant in the context of the size of the Business, (xiii) the business under current contractual arrangements
with the company set forth on Section 6.17(a) of the Disclosure Schedule.

(f) For a period of twenty-four (24) months from the Closing, the Seller’s Group shall not, directly or indirectly: (i) solicit or
induce any employees of the Purchaser’s animal health business with an annual base salary of $200,000 or more to leave
such employment or hire, employ or otherwise engage any such individual; provided, however, that the restrictions
contained in this Section 6.17(b)(i) shall not prohibit any advertisement or general solicitation (or hiring as a result thereof)
that is not specifically targeted at any such individual nor shall it prohibit the solicitation or hiring of any such individual
who, prior to the initiation of any employment discussions with a member of the Seller’s Group, either terminates his or her
employment with the Purchaser’s animal health business or has his or her employment with such business terminated by the
Purchaser or one of its Affiliates; or (ii) knowingly induce or encourage any actual client, customer or supplier of the
Purchaser’s animal health business or any other Person who has a material business relationship with the Purchaser’s animal
health business, to terminate or modify any



such actual or prospective relationship in a manner intended to compete with the Business as conducted on the Closing
Date.

(g) Until the expiration and termination of all Owned Intellectual Property Rights and Transferred Intellectual Property
Contracts, Seller shall not, and shall cause its Affiliates not to, directly or indirectly, challenge, oppose or otherwise contest
the Owned Intellectual Property Rights or validity of enforceability thereof.

(h) The Seller and the Purchaser acknowledge that this Section 6.17 constitutes an independent covenant and shall not be
affected by the performance or nonperformance of any other provision of this Agreement. Each of the Seller and the
Purchaser has independently consulted with its counsel and after such consultation agrees that the covenants set forth in this
Section 6.17 shall be enforced to the fullest extent permissible under Applicable Law. If all or part of this Section 6.17 is
held invalid, illegal or incapable of being enforced by any Applicable Law or public policy, all other terms and provisions of
this Agreement shall nevertheless remain in full force and effect. If any part of this Section 6.17 is held to be excessively
broad as to duration, scope, activity or subject, such part will be construed by limiting and reducing it so as to be
enforceable to the maximum extent compatible with Applicable Law.

6.18Financial Information

(e) Following the next full month following the date of this Agreement and until the Closing, the Seller shall prepare in respect
of the Animal Health Group on a monthly basis an unaudited statement of net assets and the related unaudited statement of
profits and losses. The Seller shall deliver such financial statements to the Purchaser as soon as practicable, but in any event
no later than twelve (12) Business Days following the end of the month in respect of which such financial information was
prepared. Notwithstanding anything herein to the contrary, neither the Seller nor any of its Affiliates makes any
representation or warranty as to any financial information delivered pursuant to this Section 6.18(a), nor shall any of them
have any Liability in connection therewith or the information reflected therein. Such financial information shall be prepared
in good faith in accordance with past practice.

(f) During the ninety (90) days following the Closing Date, the Purchaser shall provide and cause to be provided to the Seller
the information reasonably required to enable the Seller to prepare and audit the standard monthly reporting forms of the
Seller and its Affiliates, to the extent that such financial reporting relates to the Transferred Assets, Assumed Liabilities, the
Transferred Subsidiaries or the Business, in respect of the period prior to the Closing and in respect of the calendar month in
which the Closing occurs. The Purchaser shall provide such financial reporting in respect of the calendar month in which
Closing occurs to the Seller within six (6) Business Days of the last day of the relevant month. Notwithstanding anything
herein to the



contrary, neither the Purchaser nor any of its Affiliates makes any representation or warranty as to any financial information
delivered pursuant to this Section 6.18(b), nor shall any of them have any Liability in connection therewith or the
information reflected therein. Such financial information shall be prepared in good faith in accordance with past practice.

6.19Documentation Regarding Transferred Intellectual Property Rights

(c) Upon the Purchaser’s reasonable request, the Seller and its Affiliates shall execute and deliver assignment agreements and
other transfer documentation, including duly executed assignments of the Transferred Intellectual Property Rights for
recording with the applicable Governmental Entity, and to take such further actions, in each case at the Purchaser’s
reasonable cost and expense and as may be required, to give effect to the foregoing assignments. The Purchaser shall
proceed with the recording of such duly executed assignment agreements or other transfer documentation, as applicable, at
Purchaser’s sole cost and expense.

(d) Seller and its Affiliates shall use reasonable efforts to cause the record ownership of all Registered Intellectual Property
Rights to be consistent with the actual ownership rights of Seller and its Affiliates in such Registered Intellectual Property
Rights as of the Closing Date, and shall thereafter use reasonable efforts to provide Purchaser such assistance as it needs in
connection with the same.

6.20Further Assurances

Subject to the express limitations in this Agreement, from time to time, as and when requested by one Party of any other Party, such
other Party shall, as promptly as reasonably practicable and at the requesting Party’s expense, execute and deliver, or cause to be
executed and delivered, all such documents and instruments and shall take, or cause to be taken, all such further or other actions, as
such requesting Party may reasonably deem necessary or desirable to consummate the transactions contemplated by this Agreement
and the Ancillary Agreements as soon as reasonably practicable.

ARTICLE VII     

TAX MATTERS

7.01Tax Indemnity

(h) The Seller shall indemnify each Purchaser Indemnitee against and hold it harmless from any Loss with respect to: (i) Taxes
imposed on any Transferred Subsidiary or on any Transferred Asset with respect to a taxable period ending on or before the
Closing Date, treating transactions that are not in the ordinary course of business



and that are properly allocable to the portion of the Closing Date after the Closing as having occurred at the beginning of
the day immediately following Closing Date; (ii) Taxes imposed on any Transferred Subsidiary or on any Transferred Asset
allocated as provided in Section 7.03 to the portion of a Straddle Period ending on the Closing Date; (iii) Taxes that are
Excluded Liabilities; (iv) Taxes attributable to the failure of any of the representations or warranties made by the Seller
contained in Section 4.12 (Taxes) to be true and correct in all respects at and as of the date hereof and at and as of the
Closing Date as if made on such date (without giving effect to any materiality or Seller’s Knowledge qualification contained
or incorporated in any representation or warranty); provided, that with respect to any representations or warranties
contained in Section 4.12 (other than Section 4.12(k) and Section 4.12(l)) such Taxes shall be limited to any Taxes with
respect to a taxable period ending on or before the Closing Date and that portion of a Straddle Period ending with the
Closing Date; (v) Taxes attributable to any breach by the Seller, or any of its Affiliates (including, prior to the Closing, the
Transferred Subsidiaries), of its obligations under this Agreement with respect to Taxes; (vi) Taxes imposed on any
members of any Tax Group of which a Transferred Subsidiary is or was a member prior to the Closing Date (and, with
respect to the Seller’s VAT Group, on or after the Closing Date if a Transferred Subsidiary has not been removed from the
Seller’s VAT Group as of the Closing Date) payable by or recoverable from any Transferred Subsidiary or in respect of the
Transferred Assets (including under U.S. Treasury Regulations Section 1.1502-6 or any analogous or similar state, local or
non-U.S. law or regulation); (vii) Taxes imposed on another Person for any taxable period (or portion thereof) ending on or
before the Closing Date payable by or recoverable from any of the Transferred Subsidiaries or in respect of the Transferred
Assets by reason of Contract, assumption, transferee or successor liability, operation of law or otherwise (plus any such
Taxes for any taxable period (or portion thereof) ending after the Closing Date pursuant to any Tax indemnification,
allocation or sharing agreement, VAT grouping arrangement or group payment arrangement in respect of Tax that was in
effect prior to Closing that has not been terminated as of the Closing Date); (viii) Taxes attributable to any election under
section 338(h)(10) of the Code with respect to the U.S. Transferred Subsidiary; and (ix) Transfer Taxes allocated to the
Seller pursuant Section 7.09.

(i) The Purchaser shall indemnify each Seller Indemnitee against and hold it harmless from any Loss with respect to (i) Taxes
imposed on any Transferred Subsidiary or on or in respect of the Transferred Assets, with respect to a taxable period
beginning after the Closing Date, treating transactions that are not in the ordinary course of business and that are properly
allocable to the portion of the Closing Date after the Closing, as having occurred at the beginning of the day immediately
following the Closing Date; (ii) Taxes imposed on any Transferred Subsidiary or on or in respect of the Transferred Assets
allocated as provided in Section 7.03 to the portion of a Straddle Period beginning after the Closing Date; (iii) Taxes
attributable to a breach by the Purchaser, or any of its Affiliates (including, following the Closing, the



Transferred Subsidiaries), of its obligations under this Agreement with respect to Taxes; and (iv) Transfer Taxes allocated to
the Purchaser pursuant to Section 7.09.

7.02Tax Returns

(k) The Seller shall prepare, or cause to be prepared, all Tax Returns with respect to each Transferred Subsidiary or in respect of
the Transferred Assets for any taxable period that ends on or before the Closing Date and pay all Taxes shown due on such
returns (except, with respect to Taxes payable after the Closing Date, to the extent such Taxes have been taken into account
in determining the Finally Determined Purchase Price or do not exceed the remaining Tax Reserve). The Purchaser shall
prepare, or cause to be prepared, all Tax Returns with respect to each Transferred Subsidiary or in respect of the Transferred
Assets for any Straddle Period (each a Purchaser Prepared Return). The Seller and the Purchaser shall prepare Tax Returns
for which they are responsible on a basis consistent with past methods and practices for the completion of such Tax Returns
except to the extent Applicable Law specifies otherwise.

(l) The Purchaser, with respect to each Purchaser Prepared Return, and the Seller, with respect to any Tax Return which the
Seller is required to prepare (or cause to be prepared) pursuant to Section 7.02(a) and which is required to be filed after
Closing and signed by Purchaser or any of its Affiliates, shall provide the other Party with a complete copy of each such
Tax Return for the other Party’s review and written approval (not to be unreasonably withheld, conditioned or delayed) at
least thirty (30) days, or in the case of Tax Returns other than income Tax Returns at least five (5) days, before the date
when such Tax Return is due; provided that, with respect to any Tax Return for a Tax Group that includes any Transferred
Subsidiary, the Seller shall only be required to provide a pro forma Tax Return with respect to such Transferred Subsidiary
prepared on a stand-alone basis. The Parties shall attempt in good faith to resolve any disagreements regarding such Tax
Return prior to the due date for filing. Once such Tax Return has been approved by the non-preparing Party or any
disagreement has been resolved in accordance with this Section 7.02(b), such Tax Return shall be timely filed by the Party
responsible for filing such Tax Return. In the event that the Parties are unable to resolve any dispute with respect to such
Tax Return at least ten (10) days prior to the due date for filing, such dispute shall be resolved by the Accounting Firm,
which resolution shall be binding on the Parties. The fees and expenses of the Accounting Firm shall be borne equally by
the Seller and the Purchaser. If any dispute with respect to a Tax Return is not resolved prior to the due date of such Tax
Return, such Tax Return shall be filed in the manner that the Party responsible for filing such Tax Return deems correct
without prejudice to the other Party’s rights hereunder.

(m) Not later than five (5) days prior to the due date for the payment of Taxes in respect of any Purchaser Prepared Return, the
Seller shall pay to or as directed by the



Purchaser the amount of Taxes for which the Seller is liable under Section 7.01(a) in respect of such Purchaser Prepared
Return as set forth in a statement delivered by the Purchaser to the Seller (for the avoidance of doubt, taking into account
any limitations set forth in Section 7.10 and reduced by any amounts, including estimated Tax payments, previously paid by
the Seller or its Affiliates (including the Transferred Subsidiaries prior to Closing) with respect to the relevant Taxes for the
taxable period, including any Straddle Period). No payment pursuant to this Section 7.02(c) shall excuse the Seller from its
indemnification obligations pursuant to Section 7.01(a) if the amount of Taxes as ultimately determined (on audit or
otherwise) for the periods covered by such Tax Returns that are the responsibility of the Seller exceeds the amount of any
payments by the Seller under this Section 7.02(c).

(n) Unless required by Applicable Law, as determined by a Taxing Authority upon termination or settlement of an audit or
examination, the Purchaser shall not and shall cause its Affiliates not to amend, refile or otherwise modify any Tax Return
relating in whole or in part to any Transferred Subsidiary or in respect of the Transferred Assets with respect to any period
(or portion thereof) ending on or before the Closing Date if such modification would result in an indemnification obligation
by Seller under Section 7.01(a) without the Seller’s prior written consent, which consent may be withheld in the Seller’s
sole discretion.

7.03Allocation of Straddle Periods

The Seller shall reimburse the Purchaser for the amount of Tax with respect to any Straddle Period that is allocable to the portion of
the period ending on the Closing Date. The amount of real, personal and intangible property Taxes (and any refund of or credit for
such Taxes) allocable to the portion of any Straddle Period ending on the Closing Date shall equal the amount of such Taxes for the
entire Straddle Period multiplied by a fraction the numerator of which is the number of days in the portion of the period that ends
on the Closing Date and the denominator of which is the number of days in the entire period. The amount of all other Taxes (and
the amount of any refund of or credit for such Taxes and any other Tax items) allocable to the portion of each Straddle Period
ending on the Closing Date shall be computed as if that portion were a separate taxable period that ended as of the end of the
Closing Date. To the extent permitted or required by Applicable Law, all transactions that are properly allocable to the portion of
the Closing Date after the Closing (including transactions occurring on the Closing Date after the Closing that are not in the
ordinary course of business), shall be treated as having occurred at the beginning of the day immediately following the Closing
Date and shall be reported on income Tax Returns of the Purchaser or its Affiliates rather than income Tax Returns of a Tax Group
of which Seller or any of its Affiliates is a member to the extent permitted or required by Section 1.1502-76(b)(1)(ii)(B) of the U.S.
Treasury Regulations (or any similar provision of state, local or non-U.S. law).



7.04Tax Sharing Agreement

To the extent permitted by Applicable Law, the Seller shall terminate any Tax indemnification, allocation or sharing agreement,
VAT grouping arrangement or group payment arrangement in respect of Tax, in each case between any Transferred Subsidiary and
the Seller, any Affiliate of the Seller or any other Person prior to or as of the Closing Date.

7.05Refunds

Any refund of Taxes of any Transferred Subsidiary or in respect of the Transferred Assets for any taxable period ending on or
before the Closing Date (and the allocable portion of any such refund for any Straddle Period) shall be for the account of the Seller
except to the extent such refund (a) was taken into account in determining the Closing Date Net Working Capital or is in respect of
a Tax that was applied against or the Tax Reserve or (b) is attributable to a carryback of any operating losses, net operating losses,
capital losses, tax credits or similar items arising in, resulting from, or generated in connection with a taxable period (or portion
thereof) beginning after the Closing Date. Any other refund of Taxes of any Transferred Subsidiary or in respect of the Transferred
Assets shall be for the account of the Purchaser. If any Party or its Affiliates receives or realizes (including by way of offset or
credit against a liability for Tax for which such Party or its Affiliates would otherwise be responsible) a Tax refund to which the
other Party is entitled, such Party shall or shall cause its Affiliates to pay an amount equal to the refund (net of any Taxes imposed
thereon and any reasonable expenses incurred in connection therewith) to the Party entitled to it within thirty (30) Business Days
after receiving the refund or becoming entitled to the offset or credit. Any such payment with respect to a Tax refund shall be
treated as an adjustment to the Finally Determined Purchase Price. Unless required by Applicable Law, the Purchaser shall not and
shall cause its Affiliates not to carry back to any taxable period ending (or portion thereof) on or before the Closing Date any
operating losses, net operating losses, capital losses, Tax credits or similar items arising in, resulting from, or generated in
connection with a taxable period (or portion thereof) beginning after the Closing Date. The Purchaser shall and shall cause its
Affiliates to make all available elections to forego carry back of any of the foregoing Tax items to a taxable period (or portion
thereof) beginning prior to the Closing Date.

7.06Cooperation

The Seller and the Purchaser shall cooperate, and shall cause their Affiliates (and its and their respective officers, directors,
employees or agents) to cooperate, as reasonably required, to prepare and to file all Tax Returns of each Transferred Subsidiary or
in respect of the Transferred Assets for any Straddle Period and all taxable periods ending on or before the Closing Date (including
declaring any transfers of the Transferred Assets in accordance with any applicable VAT notification procedures) and to deal with
any audit, examination, inquiry or other proceedings related to such returns or periods. Purchaser and Seller agree (a)



notwithstanding anything in Section 6.02(b) to the contrary, to retain all books and records with respect to Tax matters pertinent to
the Transferred Subsidiaries or in respect of the Transferred Assets relating to any Straddle Period and any taxable period beginning
before the Closing Date until the expiration of the statute of limitations (and, to the extent notified by the Purchaser or the Seller,
any extensions thereof) of the respective taxable periods, and to abide by all record retention agreements entered into with any
Taxing Authority, and (b) to give the other Party reasonable written notice prior to transferring, destroying or discarding any such
books and records and, if the other Party so requests, the Purchaser or the Seller, as the case may be, shall allow the other Party to
take possession of such books and records. No provision of this Agreement shall be construed to require any Seller to provide to
any Person, before, on or after the Closing Date, any right to access or to review any Tax Return or Tax work papers of any Tax
Group of which Seller or any Affiliate of the Seller is a member (including any consolidated, combined, affiliated or unitary Tax
Return that includes the Seller or any Affiliate of the Seller, and any pro forma Tax Return used to create any such consolidated,
combined, affiliated or unitary Tax Return) to the extent such Tax Return or Tax work papers do not relate to a Transferred
Subsidiary; provided that information regarding a Transferred Subsidiary may be provided on a pro forma basis and no
information will be provided that could disclose any confidential information relating to any Seller business activity or conduct not
Exclusively Related to the Business.

7.07Tax Contests

(n) If any Taxing Authority makes a claim or proposes an adjustment that could give rise to a Tax Claim pursuant to Section
7.01(a), the Purchaser promptly (but in no event more than ten (10) Business Days (or if the period during which a Tax
Claim may be legally disputed or resisted is ten (10) Business Days or less, five (5) Business Days) after receiving notice
from the Taxing Authority about the claim or proposed adjustment), shall give the Seller written notice of the claim or
proposal; provided that failure to give such notice shall not affect the right to indemnification provided hereunder except to
the extent the Seller shall have been actually and materially prejudiced as a result of such failure.

(o) The Seller shall have the right, at the Seller’s expense, to control any claim or proposed adjustment by a Taxing Authority
that could give rise to a Tax Claim that relates to any Taxes or Tax Return of (i) any Tax Group of which the Seller or any of
its Affiliates is a member (other than a Tax Group comprised solely of Transferred Subsidiaries) or (ii) the Seller or any of
its Affiliates (other than the Transferred Subsidiaries) that relate to any Transferred Assets and to make all decisions in
connection with such Tax Claim; provided that the Seller shall not settle or compromise any claim or agree to any payment,
refund or credit of Tax without the written consent of the Purchaser (which shall not be unreasonably withheld or delayed) if
such settlement or compromise would lead to Liability or create any financial or other obligation on the part of the
Purchaser or any of its Affiliates (including the Transferred Subsidiaries) under this Agreement or in a taxable period



(or portion of a Straddle Period) beginning after the Closing Date (including by way of requiring any Transferred Subsidiary
to adopt a new method of Tax accounting or transfer pricing for such a period).

(p) With respect to any Tax Claim relating to a taxable period (or portion thereof) ending on or before the Closing Date of any
Transferred Subsidiary, the Seller shall have the right to control (or to have one or more of its Affiliates control) the conduct
of such Tax Claim unless the Seller fails to provide the Purchaser with written notice of its election to control such Tax
Claim within ten (10) days of the Seller’s receipt of notice of such Tax Claim in accordance with Section 7.07(a); provided,
however, that (i) the Seller shall keep the Purchaser reasonably informed as to the status of such Tax Claim, (ii) the
Purchaser shall be entitled to participate in any such Tax Claim and (iii) if the settlement or compromise of such Tax Claim
would reasonably be expected to lead to Liability or create any financial or other obligation on the part of the Purchaser or
any of its Affiliates (including the Transferred Subsidiaries) for any taxable period (including the portion of any Straddle
Period) beginning on or after the Closing Date (including by way of requiring any Transferred Subsidiary to adopt a new
method of Tax accounting or transfer pricing for such a period), the Seller shall not settle or otherwise compromise such
Tax Claim (including agreeing to any payment, refund or credit of Tax) without the Purchaser’s written consent, which shall
not be unreasonably withheld, conditioned or delayed; provided that settlement or compromise shall not include a final
determination of any Taxing Authority or any court from which no appeal lies. If the Seller does not elect to control a Tax
Claim pursuant to this Section 7.07(c) within the time period set forth above, then the Purchaser shall control such Tax
Claim; provided, however, that (A) the Purchaser shall keep the Seller reasonably informed as to the status of such Tax
Claim and (B) the Purchaser shall not settle or otherwise compromise such Tax Claim without the Seller’s written consent,
which shall not be unreasonably withheld, conditioned or delayed.

(q) To the extent reasonably required in connection with the proceedings governed by this Section 7.07, each Party shall assist
and cooperate with any reasonable requests of the other Party (including making officers, employees, agents, auditors and
representatives available at mutually convenient times and places).

7.08U.S. Tax Elections

(g) Notwithstanding anything in this Agreement to the contrary, upon notice from the Purchaser as provided herein, the Seller
or its applicable Affiliates shall join the Purchaser or its respective Affiliates in electing to treat the purchase and sale of the
shares of Novartis Animal Health US, Inc. (the U.S. Transferred Subsidiary) as provided in section 338(h)(10) of the Code
(and in electing to apply any similar provision of U.S. state or local Tax law).



(iii)The Seller (or its applicable Affiliates) shall execute an effective, irrevocable election under Section 338(h)(10) of
the Code on IRS Form 8023 (and under any comparable provisions of Applicable Law in any U.S. state or local
jurisdiction) and deliver it to the Purchaser on the Closing Date.

(iv)The Purchaser shall notify the Seller no more than 180 days following the Closing Date regarding whether it shall
make an election under section 338(h)(10) of the Code with respect to the U.S. Transferred Subsidiary. In the event
that the Purchaser notifies the Seller that it will make such election, the Seller and the Purchaser shall further
allocate the purchase price allocated to the U.S. Transferred Subsidiary in accordance with Annex 2.09 among the
assets of the U.S. Transferred Subsidiary in accordance with the procedures set forth in Annex 2.09.

(h) The Purchaser or any of its Affiliates may, in its or their sole discretion, make any election that may be permissible under
section 338(g) of the Code (or any similar provision of state, local or non-U.S. Tax law) with respect to any Transferred
Subsidiary other than the U.S. Transferred Subsidiary.

7.09Transfer Taxes

Any transfer, conveyance or similar taxes, duties or charges (and any penalties, interest or other additions imposed thereon)
(Transfer Taxes) applicable to the purchase or sale of the Shares, the Business or the Transferred Assets pursuant to this Agreement
shall be borne equally by the Purchaser and the Seller. Each Party shall use reasonable best efforts to claim any available exemption
from such Transfer Taxes and to cooperate with the other Parties to obtain such exemption.

7.10Limitations on Indemnification of Tax Matters

In respect of Tax Claims, the Seller shall have no Liability (and shall have no obligation to provide indemnification) for a Tax
Claim to the extent that:

(l) accruals in respect of the Liability giving rise to the claim are reflected in Closing Date Net Working Capital and are taken
into account in the Finally Determined Purchase Price and, in all other cases, until the aggregate amount of such Liabilities
(plus the aggregate amount of any Taxes applied against the Tax Reserve (in lieu of actual payment by the Seller) pursuant
to Section 7.02(a) or Section 7.02(c)) exceeds the Tax Reserve;

(m) the Liability giving rise to the claim was paid or discharged at or before the Closing; provided that, in the case of a Tax
other than an income Tax, the payment has been taken into account in the Closing Date Net Working Capital and in the
Finally Determined Purchase Price;



(n) the Loss giving rise to the claim is attributable to (i) Taxes incurred as a result of any action taken or election (other than
any election expressly permitted or required by this Agreement) made after the Closing by the Purchaser or any of its
Affiliates that was reasonably expected at the time taken or made to result in (x) any item of income or gain economically
accrued or earned after the Closing Date being recognized for tax purposes in a taxable period (or portion thereof) ending on
the Closing Date or (y) any item of deduction or loss economically accrued or incurred on or before the Closing Date being
recognized for Tax purposes in a taxable period (or portion thereof) beginning after the Closing Date other than an action or
election consented to in writing by the Seller or (ii) any breach by a Purchaser Indemnitee (or its respective officers,
directors, employees or agents) of any obligation under this Agreement or any Ancillary Agreement;

(o) (i) relief was granted to the Purchaser or any Transferred Subsidiary (excluding relief under an insurance policy); (ii) relief
would have been granted to the Purchaser or any Transferred Subsidiary had it maintained arrangements existing at Closing
that could have been maintained on terms no less favorable than those existing at the date of this Agreement or (iii) with
respect to Tax Claims with respect to a Transferred Subsidiary other than Novartis Animal Health US, Inc., a Tax Group of
which a Transferred Subsidiary was a member makes relief available to any Transferred Subsidiary for no consideration;

(p) the Loss giving rise to a claim for non-U.S. Taxes is attributable to, or the amount of such claim is increased as a result of,
any: (i) Applicable Law not in force at the date of this Agreement; or (ii) any change: (x) of Applicable Law (or any
published change in interpretation on the basis of Applicable Law, or any published change in Taxing Authority practice);
(y) in applicable accounting standards, principals or interpretations; or (z) in the rate of taxation effective after the date of
this Agreement;

(q) relating to any Liability which is contingent only, unless and until such contingent Liability gives rise (within the time
periods contemplated by Section 7.12(b)) to an actual obligation to make payment;

(r) a Purchaser Indemnitee or Affiliate thereof is entitled to claim a corresponding saving in connection with any matter giving
rise to the indemnification claim; provided that such corresponding savings has actually led to a refund of Taxes or a
reduction of any otherwise payable Tax no later than the taxable year in which the payment in respect of the indemnification
claim is received; or

(s) the Liability giving rise to the claim relates to Transfer Taxes allocated to the Purchaser pursuant to Section 7.09.

7.11VAT



(s) General. Any sum payable under this Agreement is exclusive of any applicable VAT. If any supply is treated as made under
this Agreement and the maker of the supply is required to account for VAT in respect of that supply, or if the Seller charges
VAT in accordance with a ruling from a Taxing Authority pursuant to Sections 7.11(c) and 7.11(d) below, the recipient of
the supply shall, against receipt of a valid VAT invoice (if applicable) pay to the maker of the supply (in addition to, and at
the same time as, any other consideration for that supply) an amount equal to such VAT.

(t) Records. The Seller may obtain a direction from the relevant Taxing Authority for the retention and preservation by it of
any VAT records relating to its period of ownership of the Shares and, if such directions are obtained, the Seller agrees to
preserve any such records in such a manner and for such period as may be required by Applicable Law and shall allow the
Purchaser, upon the Purchaser giving reasonable notice, reasonable access and copies of such records where reasonably
required by the Purchaser for its taxation purposes. If no such direction is obtained and any documents are required by
Applicable Law to be preserved by the Purchaser, the Seller shall, as soon as reasonably practicable, deliver such documents
to the Purchaser.

(u) Going Concern – EU member states. The Seller and its Affiliates shall have the right, but not the obligation, to seek a ruling
from the relevant Taxing Authority as to whether the sale of the Transferred Assets so far as carried on in the relevant
member state should be treated as neither a supply of goods nor a supply of services for VAT purposes in that member state
and to charge (or not to charge) VAT to the Purchaser in accordance with that ruling. The Seller and its Affiliates shall not
be obliged to challenge that ruling. If the Purchaser wishes to challenge any ruling it may do so at its own cost, but any such
challenge shall be without prejudice to the Purchaser’s obligations under Section 7.11(a) above.

(v) Going Concern – non-European Union jurisdictions. The Seller and its Affiliates shall have the right, but not the obligation,
to seek a ruling from the relevant Taxing Authority as to whether the sale of the Shares and the Transferred Assets so far as
the Business is carried on in the relevant state is eligible for a relief or exemption or are otherwise non-taxable for VAT
purposes in that state and to charge (or not to charge) VAT to the Purchaser in accordance with that ruling. The Seller and its
Affiliates shall not be obliged to challenge that ruling. If the Purchaser wishes to challenge any ruling it may do so at its
own cost, but any such challenge shall be without prejudice to the Purchaser’s obligations under Section 7.11(a) above.

(w) The Seller and its Affiliates undertake not to opt into any VAT system with respect to the transfer of the Shares.

(x) The Purchaser shall reimburse, or shall cause each Transferred Subsidiary which has been treated for VAT purposes as a
member of the same VAT group as a member of



the Seller’s Group (such VAT group, a “Seller VAT Group”) to reimburse, the representative member of any Seller VAT
Group for any VAT for which that representative member is accountable that is attributable to supplies, acquisitions and
importations made by a Transferred Subsidiary after the Closing Date whilst a member of the relevant Seller VAT Group.
Such reimbursement shall be made within five (5) Business Days of written demand by the Seller.

7.12Miscellaneous

(j) For Tax purposes, the Parties agree to treat all payments made pursuant to any indemnification obligation under this
Agreement (including pursuant to this Article VII and Article X) as adjustments to the Finally Determined Purchase Price.

(k) Notwithstanding anything to the contrary contained in this Agreement, the covenants and agreements of the Parties
contained in this Article VII and representations and warranties of the Seller set forth in Section 4.12 (Taxes) shall terminate
sixty (60) days following the expiration of the applicable statute of limitations; provided, however, that any obligations
under Section 7.01 shall not terminate with respect to any Losses as to which the Person to be indemnified shall have given
notice (stating in reasonable detail the basis of the claim for indemnification) to the indemnifying party in accordance with
Section 7.07 before such termination.

(l) The Purchaser shall have sole discretion to determine whether an election under subsection 256(9) of the Income Tax Act
(Canada) will be filed with respect to the Canadian Target.

ARTICLE VIII     

CONDITIONS PRECEDENT

8.01Conditions to Obligation of the Purchaser

The obligation of the Purchaser to purchase and pay for the Shares and the Transferred Assets and assume the Assumed Liabilities
and consummate the Proposed Transactions is subject to the satisfaction (or written waiver by the Purchaser) of the following
conditions precedent:

(o) Representations and Warranties and Covenants.

(i)(A) The Fundamental Representations shall be true and correct in all material respects as of the Closing Date, as if
made at and as of such time (other than any such representations that address matters as of a particular date, which
shall be true and correct in all material respects as of such date) and the representation and warranty set forth in
Section 4.04(b) (including



for the avoidance of doubt the reference to Material Adverse Effect) shall be true and correct in all respects as of the
Closing Date, as if made at and as of such time and (B) all other representations and warranties of the Seller
contained in Article III and Article IV (disregarding all qualifications and exceptions contained therein relating to
materiality, including references to “Material Adverse Effect”) shall be true and correct in all respects as of the
Closing Date, as if made at and as of such time, except for (x) breaches of representations and warranties that would
not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect and (y) those
representations and warranties that address matters as of a particular date, which, subject to clause (x) above, shall
be true and correct as of such date;

(ii)the covenants and agreements of the Seller contained in this Agreement to be complied with by the Seller at or
before the Closing shall have been complied with in all material respects; and

(iii)the Purchaser shall have received a certificate of the Seller, signed by a duly authorized officer thereof and dated as
of the Closing Date, certifying the matters set forth in Sections 8.01(a)(i) and (ii) above and Section 8.01(d) below
(the Seller’s Closing Certificate).

(p) Governmental Approvals. (i) The EC Clearance or EU Member State Clearance(s), as applicable, shall have been
obtained; (ii) any waiting period (and any extension thereof) under the HSR Act shall have expired or been terminated and
(iii) the approvals, or expirations or terminations of waiting periods, as applicable, pursuant to the other Required
Notifications shall have been obtained or occurred (such requirements, collectively, being the Regulatory Conditions); and

(q) No Order. Subject to Section 6.07(a), no Governmental Entity of competent jurisdiction shall have issued, promulgated,
enforced or entered any Judgment (whether temporary, preliminary or permanent) that is in effect as of the Closing Date and
that, subject to Section 2.08, has the effect of making the Acquisition illegal or otherwise prohibiting the consummation of
the Acquisition.

(r) No Material Adverse Effect. Since the date of this Agreement, there has not occurred and there shall not be occurring any
Material Adverse Effect.

8.02Conditions to Obligation of the Seller

The obligation of the Seller and its Affiliates to sell the Shares and Transferred Assets and consummate the Proposed Transactions
is subject to the satisfaction (or written waiver by the Seller) of the following conditions precedent:

(j) Representations and Warranties and Covenants.



(i)The representations and warranties of the Purchaser contained in Article V (disregarding all qualifications and
exceptions contained therein relating to materiality) shall be true and correct in all respects as of the Closing Date,
as if made at and as of such time (other than any representations that address matters as of a particular date, which
shall be true and correct in all respects as of such date), except for breaches of representations and warranties that
would not, individually or in the aggregate, reasonably be expected to have a material adverse effect on the ability of
the Purchaser to consummate the Acquisition and the other Proposed Transactions;

(ii)the covenants and agreements of the Purchaser contained in this Agreement to be complied with by the Purchaser at
or before the Closing shall have been complied with in all material respects; and

(iii)the Seller shall have received a certificate of the Purchaser, signed by a duly authorized officer thereof and dated as
of the Closing Date, certifying the matters set forth in clauses (i) and (ii) above (the Purchaser’s Closing
Certificate).

(k) Governmental Approvals. The Regulatory Conditions set forth in Section 8.01(b) shall have been satisfied.

(l) No Order. Subject to Section 6.07(a), no Governmental Entity of competent jurisdiction shall have issued, promulgated,
enforced or entered any Judgment (whether temporary, preliminary or permanent) that is in effect as of the Closing Date and
that, subject to Section 2.08, has the effect of making the Acquisition illegal or otherwise prohibiting the consummation of
the Acquisition.

ARTICLE IX     

TERMINATION

9.01Termination

(m) This Agreement may be terminated and the transactions contemplated by this Agreement abandoned at any time prior to the
Closing:

(ix)by mutual written consent of the Seller and the Purchaser;

(x)by either the Seller or the Purchaser in the event that any Judgment issued by a Governmental Entity of competent
jurisdiction enjoining or prohibiting the consummation (subject to Section 2.08) of the Acquisition shall have
become final and non-appealable; provided that the Party seeking to terminate this Agreement pursuant to this
Section 9.01(a)(ii) shall have



complied with the terms of this Agreement in connection with having such Judgment vacated or denied; or

(xi)by either the Seller or the Purchaser, if the conditions set forth in Article VIII are not satisfied or waived on or prior
to the date falling nine (9) months from the date of this Agreement (the Drop-Dead Date), so long as the Party
seeking to terminate this Agreement pursuant to this Section 9.01(a)(iii) shall not have breached its obligations
under this Agreement in any manner that shall have proximately caused such conditions not to be satisfied on or
before such date; provided that if the Closing would be capable of taking place by the Drop-Dead Date but for the
failure to have satisfied the Regulatory Conditions, or the conditions set forth in Sections 8.01(c) or 8.02(c) due to
any Judgment issued under any Antitrust Law (or in connection with any approval, clearance, consent, or filing
thereunder), either Party may, by written notice to the other Party, extend the Drop-Dead Date from time to time in
successive three (3) month periods to a date not later than fifteen (15) months following the date of this Agreement
and, following any such extension, this proviso shall apply, and all references in this Agreement to the Drop-Dead
Date shall refer, to the Drop-Dead Date as so extended.

(n) In the event of a termination of this Agreement pursuant to and in accordance with this Section 9.01, written notice thereof
shall be given by the Party seeking termination to the other Party and the transactions contemplated by this Agreement shall
be terminated, without further action by any Party.

9.02Effect of Termination

(k) If this Agreement is terminated and the transactions contemplated hereby are abandoned as described in Section 9.01, this
Agreement shall become null and void and of no further force and effect and, subject to Section 9.02(b) and Section 9.02(c),
there shall be no further liability on the part of any Party, except that Section 6.03 (confidentiality), Section 6.09 (publicity),
this Section 9.02; Section 11.05 (expenses), Article I (and Annex A) (definitions) and Article XI (miscellaneous provisions),
in each case, to the extent applicable, shall survive any termination.

(l) Nothing in this Section 9.02 shall be deemed to release any Party from any liability for any breach by such Party of the
terms and provisions of this Agreement prior to termination of this Agreement.

(m) If the transactions contemplated by this Agreement are terminated as provided herein:

(iv)the Purchaser shall return all documents and other material received from the Seller or any of its Affiliates or any
of their representatives relating to the transactions contemplated hereby, whether so obtained before or after the
execution hereof, to the Seller; and



(v)all Confidential Information received by the Purchaser with respect to each of the Seller and its Affiliates or relating
to the provisions of or negotiations leading to this Agreement or the Ancillary Agreements or the other transactions
contemplated hereby or thereby shall be treated in accordance with the terms of the Confidentiality Agreement,
which shall remain in full force and effect notwithstanding the termination of this Agreement and any other
provision hereof to the contrary.

ARTICLE X     

INDEMNIFICATION

10.01Survival

(n) The representations and warranties set forth in this Agreement, as well as the related obligations to indemnify and hold
harmless any Person for any breach thereof pursuant to this Agreement, shall survive the Closing through and including the
eighteen (18) month anniversary of the Closing Date; provided, however, that (a) the representations and warranties of the
Seller set forth in Sections 4.13 (Environmental) and 4.15 (Employee Benefits) shall survive the Closing for three (3) years,
(b) the Fundamental Representations and the representations and warranties of Purchaser set forth in Sections 5.01
(Organization and Standing), 5.02 (Authority; Execution and Delivery; Enforceability) and 5.09 (Brokers or Finders) shall
survive the Closing for five (5) years (in each case, the Survival Period); provided, however, that any obligations under
Section 10.02 shall not terminate with respect to any breach as to which the Person to be indemnified shall have given
notice (stating in reasonable detail the basis of the claim for indemnification) to the indemnifying party in accordance with
Section 10.05 before the termination of the applicable Survival Period.

(o) All covenants and agreements set forth in this Agreement, as well as the related obligations to indemnify and hold harmless
any Person for any breach thereof pursuant to this Agreement, shall survive the Closing through and including the eighteen
(18) month anniversary of the Closing Date (unless such covenant or agreement expressly contemplates performance after
such date, in which case such covenant or agreement shall survive for the remainder of such contemplated period of
performance).

(p) Subject to Section 10.06, the obligation of the Seller to assume, pay when due and perform all Liabilities referred to in
Section 10.02(a)(iii) and the obligation of the Purchaser to assume, pay when due and perform all Assumed Liabilities shall
survive the Closing indefinitely.



(q) This Section 10.01 shall not apply to matters addressed in Article VII, the survival of which is addressed in Section 7.12(b).

10.02Indemnification

(d) Subject to the provisions of this Article X, from and after Closing, the Seller shall indemnify each Purchaser Indemnitee
against and hold it harmless from any losses, liabilities, claims, expenses and damages, including reasonable legal fees and
expenses (the Losses) actually suffered or incurred by such Purchaser Indemnitee to the extent arising out of or resulting
from:

(iii)the failure of any of the representations or warranties made by the Seller in Article III or Article IV to be true and
correct (x) at and as of the date hereof and, (y) other than Section 4.08(a), at and as of the Closing Date as if made
on such date;

(iv)the breach of any covenant or agreement by the Seller contained in this Agreement; or

(v)any Excluded Liabilities or Liabilities of the Transferred Subsidiaries described in Annex 10.02(a)(iii).

(e) Subject to the provisions of this Article X, from and after Closing, the Purchaser shall indemnify each Seller Indemnitee
against and hold it harmless from, any Losses actually suffered or incurred by such Seller Indemnitee to the extent arising
out of or resulting from:

(i)The failure of any of the representations or warranties made by the Purchaser in Article V of this Agreement to be
true and correct in all respects (x) at and as of the date hereof and (y) at and as of the Closing Date as if made on
such date;

(ii)the breach of any covenant or agreement by the Purchaser contained in this Agreement; and

(iii)any Assumed Liabilities.

(f) This Section 10.02 shall not apply to indemnification for Taxes attributable to (i) the failure of any of the representations or
warranties made by the Seller contained in Section 4.12 (Taxes) to be true and correct or (ii) breaches of any covenants
relating to Taxes, which indemnification matters are addressed in Section 7.01(a)(iv) , Section 7.01(a)(v) and Section
7.01(b)(iii) respectively.

10.03Limitations on Indemnification

(i) Notwithstanding anything to the contrary contained in this Agreement:



(v)neither the Seller nor any of its Affiliates shall be liable for any claim for indemnification pursuant to Section
10.02(a)(i) of this Agreement (other than with respect to a breach of a Fundamental Representation) unless and until
the aggregate amount of Losses which may be recovered from the Seller thereunder equals or exceeds an amount
equal to 1.25% of the amount specified in Section 2.03(a)(i) (the Deductible), whereupon the Purchaser
Indemnitees shall be entitled to indemnification only for Losses in excess of the Deductible;

(vi)no claim for Losses under Section 10.02(a)(i) of this Agreement (other than with respect to a breach of a
Fundamental Representation other than the representations and warranties contained in Section 4.09) may be made
(and no Losses may be recovered from the Seller or its Affiliates with respect thereto) by any Purchaser Indemnitee
unless the amount of such Purchaser Indemnitee’s Losses in respect of any such claim or series of related claims
exceeds $300,000 (the De minimis);

(vii)in no event shall the Seller or any of its Affiliates have any aggregate Liability under (A) Section 10.02(a)(i) of
this Agreement (other than with respect to a breach of a Fundamental Representation) in excess of an amount
equal to 12.5% of the amount specified in Section 2.03(a)(i) or (B) this Agreement in excess of an amount equal to
35% of the amount specified in Section 2.03(a)(i).

(j) For purposes of determining the failure of any of the representations and warranties to be true and correct and calculating
Losses hereunder, any qualifications in the representations and warranties by the words “material,” “Material Adverse
Effect” or “material to the Business taken as a whole” shall be disregarded; provided that this Section 10.03(b) shall not
apply to the representations and warranties in Sections 4.03, 4.04(b), 4.05, 4.06(a)(ii), 4.07(b), 4.08(a), 4.09 and 4.15(a).

(k) Notwithstanding anything to the contrary contained in this Agreement, no Party shall have any Liability under any
provision of this Agreement for (i) any punitive, incidental, special or indirect damages or (ii) except to the extent Losses
with respect thereto are reasonably foreseeable, any consequential damages or damages for loss of future profits, revenue or
income, diminution in value or loss of business reputation or opportunity; provided, in each case, that any such damages
shall be deemed direct damages to the extent awarded in connection with a Third Party Claim.

10.04Calculation of Losses

Notwithstanding anything to the contrary in this Agreement, a Party shall not be liable pursuant to this Article X for any Loss
incurred by the other Party:



(r) with respect to any indemnification obligation of the Seller, relating to any matter to the extent that: (i) accruals or reserves
in respect of the liability giving rise to the Loss are included in the Statement of Net Assets; or (ii) the matter was subject to
an adjustment in favor of the Party claiming a Loss in the determination of the Finally Determined Purchase Price, whether
or not any Purchaser Indemnitee shall have been compensated for such matter;

(s) relating to any Liability which is contingent only, unless and until such contingent Liability gives rise (within the time
periods contemplated by Section 10.01) to an actual obligation to make payment;

(t) to the extent that the Liability giving rise to the Loss is attributable to or exacerbated by (i) an action or omission by the
Purchaser or its Affiliates (or its or their respective officers, directors, employees or agents) after the Closing (other than an
action or omission expressly required by (x) Applicable Law in force on the Closing Date or (y) this Agreement or any
Ancillary Agreement); (ii) actions required or permitted under or in connection with this Agreement or the transactions
contemplated hereby or by the Ancillary Agreements, or other actions taken or not taken at the request or with the consent
of the Purchaser; or (iii) any breach by the Indemnified Party (or its respective officers, directors, employees or agents) of
any obligation under this Agreement or any Ancillary Agreement;

(u) to the extent that mitigation by the other Party and its Affiliates (or its or their respective officers, directors, employees or
agents) would have eliminated or reduced such Loss;

(v) to the extent the Liability giving rise to the Loss is attributable to, or the amount of such Loss is increased as a result of,
any: (i) Applicable Law not in force at the date of this Agreement; or (ii) any change of Applicable Law (or any change in
interpretation on the basis of Applicable Law) or in applicable accounting standards, principles or interpretations.

10.05Third Party Claims; Notice of Direct Claims

(i) In order for any Person to be entitled to any indemnification provided for under this Article X in respect of, arising out of or
involving a claim made by any Person (other than a Party) against an Indemnified Party (a Third Party Claim), such
Indemnified Party must notify the indemnifying Party in writing of the Third Party Claim within ten (10) Business Days
after receipt by such Indemnified Party of written notice of the Third Party Claim (or sooner, to the extent the nature of the
Third Party Claim requires a response in a shorter period of time); provided that failure to give such notice shall not affect
the right to indemnification provided hereunder except to the extent the indemnifying Party shall have been actually
prejudiced as a result of such failure. Thereafter, the Indemnified Party shall deliver to the indemnifying Party, as promptly
as reasonably practicable following such Indemnified Party’s receipt



thereof, copies of all written notices and documents (including any court papers) received by such Indemnified Party
relating to the Third Party Claim.

(j) If a Third Party Claim is made against an Indemnified Party, the indemnifying Party shall be entitled at its election and its
cost to assume the defense of such Third Party Claim with counsel selected by the indemnifying Party; provided that,
should, following any such election, the indemnifying Party determine that it will contest its obligation to indemnify the
Indemnified Party, it may do so only if the cessation of its control of the defense can be effected in a manner that does not
materially prejudice the Indemnified Party’s ability to conduct a defense of such matter. If the indemnifying Party assumes
such defense, the Indemnified Party shall nonetheless have the right to employ counsel separate from the counsel employed
by the indemnifying Party; provided that the indemnifying Party shall not be liable to such Indemnified Party for any fees
of such separate counsel with respect to the defense of such Third Party Claim, unless the employment and reimbursement
of such separate counsel is authorized by the indemnifying Party in writing or in the reasonable opinion of the Indemnified
Party, a conflict or potential conflict exists between such Indemnified Party and the indemnifying Party that would make
such separate representation advisable. If the indemnifying Party does not assume such defense, and for any period during
which the indemnifying Party has not assumed such defense, the indemnifying Party shall be liable for the reasonable fees
and expenses of one single counsel (in addition to reasonable fees and expenses of local counsel required in jurisdictions not
central to the Third Party Claim) employed (and reasonably acceptable to the indemnifying Party) by such Indemnified
Party (which reasonable fees and expenses shall be considered Losses for purposes of this Agreement). If the indemnifying
Party chooses to defend a Third Party Claim or prosecute a claim in connection therewith, each Indemnified Party shall
provide all cooperation as is reasonably requested by the indemnifying Party in such defense or prosecution.

(k) If the indemnifying Party assumes the defense of a Third Party Claim, the indemnifying Party may settle, compromise or
discharge (and in doing so, make any reasonable admission of liability with respect to) such Third Party Claim for money
damages only without the prior written consent of the Indemnified Party, subject to the indemnifying Party paying or
causing to be paid all amounts arising out of such settlement or obtaining and delivering to such Indemnified Party, prior to
the execution of such settlement, a general release prepared and executed by all Persons bringing such Third Party Claim.

(l) In the event an Indemnified Party has a claim against an indemnifying Party under Section 10.02 that does not involve a
Third Party Claim, such Indemnified Party shall deliver notice of such claim to the indemnifying Party stating the amount
of the Loss, if known, and method of computation thereof, and containing a reference to the provisions of this Agreement in
respect of which such right of indemnification



is claimed or arises, within ten (10) Business Days of becoming aware of the facts or circumstances giving rise to such
claim; provided that failure to give such notice shall not affect the indemnification provided hereunder except to the extent
the indemnifying Party shall have been actually prejudiced as a result of such failure. The Indemnified Party and the
indemnifying Party shall, for a period of not less than twenty (20) Business Days following receipt by the indemnifying
Party of the notice of such claim, negotiate, in good faith, to resolve the claim, and such Indemnified Party shall not
commence proceedings with respect to such claim prior to the end of such period.

(m) The procedures in this Section 10.05 shall not apply to Tax Claims (which shall be governed exclusively by Section 7.07).

10.06Indemnification in respect of Environmental Matters

The Parties agree on behalf of themselves and their respective Affiliates that, notwithstanding anything to the contrary herein, in
addition to the provisions set forth in Sections 10.03, 10.04 and 10.05, in each case, if applicable, with respect to any Liabilities or
Losses relating to environmental matters subject to indemnification under Section 10.02 (Environmental Matters), including any
Liability described in Section 2.02(b)(iv) or paragraph 4 of Annex 10.02(a)(iii):

(x) No Purchaser Indemnitee shall be entitled to indemnification for any Losses arising out of or resulting from any testing,
sampling, remedial action or clean-up activity unless such testing, sampling, remedial action or clean-up activity is (i)
located at the Wusi Farm facility (provided that in the opinion, supported by evidence, of a mutually-appointed
environmental advisor, such activity is required to bring the Wusi Farm facility into compliance with Applicable Laws) or
(ii) demanded by a Governmental Entity and so long as the Purchaser Indemnitees have taken no affirmative steps or
actions intended to cause such demand.

(y) The entitlement to indemnification of the Purchaser Indemnitees for any Environmental Matter shall be limited to, and any
obligation to indemnify the Purchaser Indemnitees under this Agreement shall be satisfied upon, (i) the ten (10) year
anniversary of the Closing (except in respect of the sites located at Wusi Farm and Huningue, for which such obligations
shall be satisfied on the fifteen (15) year anniversary of the Closing) and (ii) the achievement, in a reasonably cost-effective
manner of, the minimum standards required to be met based on industrial/commercial use of the affected property, under
applicable Environmental Laws as in effect at the time such Environmental Matter is addressed or by any order or
requirement of a Governmental Entity. The Parties hereto expressly agree that such minimum standards may include risk-
based clean-up remedies and standards or the imposition of institutional and engineering controls (subject to clause (c)
below) that are approved by a Governmental Entity.



(z) The Seller shall have the right to retain the defense and control of any Environmental Matter with respect to which a claim
for indemnification is made, including the disclosure, investigation, negotiation, performance and settlement thereof, and
shall keep the Purchaser reasonably informed of the progress of such Environmental Matter. Purchaser shall cooperate with
the Seller as necessary in respect of any actions undertaken by the Seller regarding any Environmental Matter with respect
to which a claim for indemnification is made, including granting the Seller sufficient access to relevant sites and providing
the Seller with reasonably requested documentation and information with respect thereto.

10.07Recovery from Third Parties after Indemnification by the Seller

Where the Seller has made or is liable to make a payment to any Purchaser Indemnitee pursuant to Section 10.02(a) in relation to
any Loss suffered by such Purchaser Indemnitee and such Purchaser Indemnitee is entitled to recover (whether by payment,
discount, credit, relief or otherwise) from a Person (other than the Seller or its Affiliates) a sum which indemnifies or compensates
the Purchaser Indemnitee (in whole or in part) in respect of such Loss; (i) to the extent that the Seller shall have made a payment to
the Purchaser Indemnitee pursuant to Section 10.02(a) in relation to any such Loss, the Purchaser shall pay to the Seller, as soon as
practicable after receipt, an amount equal to the amount recovered from the third party (net of Tax and less any reasonable costs of
recovery) and (ii) to the extent that the Seller shall be liable for, but shall not have made a payment to the Purchaser Indemnitee
pursuant to Section 10.02(a) in relation to, any such Loss, any such payment shall thereafter be limited (in addition to the other
limitations on liability of the Seller referred to in this Article X) to the amount by which such Loss exceeds the amount so
recovered (net of Tax and less any reasonable costs of recovery); provided the Purchaser Indemnitee shall have no obligation to
enforce any such right against any such third party.

10.08Exclusivity of Remedies

Following the Closing, Article VII, this Article X and Section 11.18 (as applicable) shall provide the exclusive remedy of the
Parties for any misrepresentation, breach of warranty, breach of covenant or other obligation under this Agreement and any other
claim arising out of this Agreement or any certificate delivered in connection with this Agreement or the transactions contemplated
hereby, and the Purchaser and Seller each expressly waive any and all other rights or causes of action it or its Affiliates may have
against the other Party or any of its Affiliates under any Applicable Law with respect thereto. Notwithstanding the foregoing,
nothing herein will eliminate the availability to the Parties of any equitable remedies with respect to any dispute that may arise
under this Agreement or the Ancillary Agreements or limit any remedies available under Applicable Law for fraud; provided that
in no event shall the Purchaser or the Seller, after the consummation of the Acquisition, have any right to rescind this Agreement or
the Ancillary Agreements or any of the transactions contemplated hereby or thereby.



10.09Double Recovery

No Indemnified Party shall be entitled to recover any amount pursuant to any provision of this Agreement in respect of any claim
to the extent that such Indemnified Party has already recovered any amount in respect of such claim under the same or any other
provision of this Agreement (including Section 2.07) or pursuant to any other agreement, including the Ancillary Agreements, the
Local Agreements and the France SAPA, or to the extent that recovery has already been made under this Agreement in respect of
the same subject matter.

ARTICLE XI     

MISCELLANEOUS PROVISIONS

11.01Interpretation

(g) The Disclosure Schedule shall be incorporated by reference into this Agreement and shall be deemed a part hereof.

(h) In this Agreement, unless expressly provided otherwise:

(iv)the definitions of terms herein shall apply equally to the singular and plural forms of the terms defined;

(v)the words “include”, “includes” and “including” shall be deemed to be followed by the phrase “without limitation”;

(vi)the words “herein”, “hereof” and “hereunder”, and words of similar import, shall be construed to refer to this
Agreement in its entirety and not to any particular provision hereof;

(vii)all references to this Agreement shall include any recitals and Exhibits, Schedules and Annexes to it and all
references herein to Articles, Sections, Exhibits, Schedules and Annexes shall be construed to refer to Articles,
Sections of, and Exhibits, Schedules and Annexes to, this Agreement;

(viii)all references to any document (including this Agreement), or to a provision in a document, shall be construed as
a reference to such document or provision as amended, supplemented, modified, restated or novated from time to
time;

(ix)the headings, captions and table of contents for this Agreement are for convenience of reference only and are not to
affect the construction of, or to be taken into consideration in interpreting, this Agreement;



(x)references to the terms “Dollars” and “$” mean United States Dollars; and

(xi)if any period referred to herein expires on a day which is not a Business Day, or any event or condition is required
by the terms of this Agreement to occur or be fulfilled (including the making of any payment required hereunder)
on a day which is not a Business Day, such period shall expire on or such event or condition shall not be required
to occur or be fulfilled until, as the case may be, the next succeeding Business Day.

(i) Notwithstanding anything to the contrary contained in the Disclosure Schedule or elsewhere in this Agreement, every
exception and disclosure set forth in the Disclosure Schedule shall be deemed to be a disclosure with respect to all Articles,
Sections, sub-Sections, Schedules or Annexes of this Agreement to which such disclosure may apply, if (i) the relevance of
such exception or disclosure to such other applicable Article, Section, sub-Section, Schedule or Annex is reasonably
apparent (whether or not a specific cross-reference to such Article, Section, sub-Section, Schedule or Annex is made); or (ii)
a specific cross-reference to such Article, Section, sub-Section, Schedule or Annex is made. Inclusion of an item in the
Disclosure Schedule shall not be deemed an indication or admission that such item is material to the Business, the
Transferred Subsidiaries, Transferred Assets, Assumed Liabilities or any member of the Seller’s or Purchaser’s Group, or is
required by this Agreement to be reflected therein (and such inclusion shall not be deemed to establish or be considered for
purposes of establishing a standard of materiality or other disclosure threshold). Without limiting the foregoing, no such
references to or disclosure of a possible breach or violation of any contract, Applicable Law or Judgment shall be construed
as an admission or indication that a breach or violation exists or has actually occurred.

11.02Amendments and Waivers

This Agreement may not be amended or modified except by an instrument in writing signed on behalf of each of the Parties. No
waiver of any provision of this Agreement will be valid and binding unless it is in writing and signed by the Party against whom
the waiver is to be effective. No waiver by any Party of any breach or violation or default under or inaccuracy in any
representation, warranty or covenant hereunder, whether intentional or not, will be deemed to extend to any prior or subsequent
breach, violation, default of, or inaccuracy in, any such representation, warranty or covenant hereunder or affect in any way any
rights arising by virtue of any prior or subsequent such occurrence. Except to the extent that this Agreement expressly provides for
performance within a specified time period, no delay or omission on the part of any Party in exercising any right, power or remedy
under this Agreement will operate as a waiver thereof.

11.03Assignment



This Agreement and the rights and obligations hereunder may not be assigned, delegated or otherwise transferred by any Party
without the prior written consent of the other Party, except that the Purchaser may assign any or all of its rights and obligations
hereunder to any one or more of its Affiliates without the prior written consent of the Seller; provided that no such assignment
shall relieve the Purchaser of its obligations hereunder and except that the Seller may assign any or all of its rights to receive
payment under this Agreement or under any Local Agreement to any Affiliate of the Seller provided that no such assignment shall
relieve the Seller of its obligations hereunder. Any attempted assignment in violation of this Section 11.03 shall be null and void
and of no effect.

11.04No Third-Party Beneficiaries

This Agreement shall be binding upon and inure solely and exclusively to the benefit of the Parties and their successors and
permitted assigns, and nothing herein expressed or implied shall give, or be construed to give, to any Person, other than the Parties
and such successors and permitted assigns, any legal or equitable right, remedies or claims under or with respect to this Agreement
or any provisions hereof.

11.05Expenses

Whether or not the Closing takes place, and except as set forth in this Section 11.05, or in Section 2.07(c)(v), Section 6.07(d),
Section 7.02, Section 7.07, Section 7.08 or Section 7.09, all costs and expenses incurred in connection with this Agreement and the
transactions contemplated hereby shall be paid by the Party incurring such expense. Notwithstanding the foregoing, the Purchaser
shall bear the cost of all notarial fees and all registration, stamp and similar duties in all jurisdictions where such costs, fees or
duties are payable in connection with the transactions contemplated by this Agreement.

11.06Notices

All notices, consents, waivers, and other communications required or permitted under this Agreement must be in writing (including
by facsimile) and will be deemed to have been duly given when: (a) delivered by hand to the Party to be notified; (b) sent by
facsimile if sent during the normal business hours of the Party to be notified, and if not, then on the next Business Day; or (c)
received by the Party to be notified, if sent by an internationally recognized overnight delivery service, specifying the soonest
possible time and date of delivery, in each case to the appropriate addresses and facsimile numbers set forth below (or to such other
addresses, and facsimile numbers as a Party may designate by notice to the other parties from time to time). All such notices and
other communications shall be sent:

(i)if to the Purchaser, to:

Eli Lilly and Company



Lilly Corporate Center
Indianapolis, Indiana 46285
Attention: President, Elanco Animal Health

General Counsel
Facsimile: +1 (317) 277-1680;

with a copy (which shall not constitute notice) to:

Weil, Gotshal & Manges LLP
767 Fifth Avenue
New York, NY 10153
Attention: Raymond O. Gietz

Matthew J. Gilroy
Facsimile: +1 (212) 310-8007;

(ii)if to the Seller to:

Novartis AG
Forum 1-1.29
Novartis Campus
CH-4002 Basel
Switzerland
Attention: Head M&A

Head M&A Legal
Facsimile: +41 613244300;

with a copy (which shall not constitute notice) to:

Freshfields Bruckhaus Deringer US LLP
601 Lexington Avenue, 31st Floor
New York, NY 10022
Attention: Julian Pritchard

Doug Bacon
Facsimile: +1 (212) 277-4001.

11.07Counterpart Execution and Facsimile Delivery

This Agreement may be executed and delivered (including by facsimile or portable document format (PDF) transmission) in any
number of counterparts, each of which when so executed and delivered will be deemed to be an original copy of this Agreement
and all of which, when taken together, will be deemed to constitute one and the same instrument.

11.08Entire Agreement



This Agreement (including the Disclosure Schedule and any schedule or annex thereto), the Confidentiality Agreement and the
Ancillary Agreements, and Annexes hereto (and any schedules or annexes thereto), contain the entire agreement and understanding
between the Parties with respect to the subject matter hereof and supersede all prior agreements and understandings (whether oral
or written) relating to such subject matter. None of the Parties shall be liable or bound to any other Party in any manner by any
representations, warranties or covenants relating to such subject matter except as specifically set forth herein or therein.

11.09Conflicts with this Agreement

If there is a conflict between the terms of this Agreement and any other agreement, including, without limitation, any Local
Agreement, this Agreement shall prevail (as among the Parties) unless: (i) such other agreement expressly states that it overrides
this Agreement in the relevant respect; and (ii) the Parties are either also Parties to that other agreement or otherwise expressly
agree in writing that such other agreement shall override this Agreement in that respect.

11.10France Business

Notwithstanding any other provision of this Agreement, this Agreement shall not constitute a binding agreement to sell or purchase
the France Business, provided that:

(a) in the event that the France Put Option Exercise occurs before Closing, this Section 11.10 (other than this clause (a)) shall
terminate and shall cease to have effect;

(b) in the event that the France Put Option Exercise does not occur before Closing:

(xii)Sections 2.01, 2.02, 2.04 and 2.05 (the Disapplied Provisions) and, prior to the France Closing only, Sections 6.08
and 6.17 (the Suspended Provisions), shall not apply to the France Business;

(xiii)in respect of the Disapplied Provisions and, prior to the France Closing only, the Suspended Provisions, (A) the
term “Business” shall be deemed to exclude the France Business, (B) the term “Transferred Subsidiaries” shall be
deemed to exclude Novartis Santé Animale S.A.S, (C) the term “Asset Transferred Real Property” shall be
deemed to exclude any real property located in France, (D) the term “Assumed Liabilities” shall be deemed to
exclude the France Assumed Liabilities and (D) the term “Transferred Subsidiary Employees” shall be deemed to
exclude the France Employees;

(xiv)with effect from the France Closing, the Suspended Provisions shall apply to the France Business mutatis
mutandis except that in respect of the Suspended Provisions only (A) the term “Closing” shall be deemed to refer



to the France Closing and (B) the term “Closing Date” shall be deemed to refer to the date of the France Closing;
and

(xv)the parties shall negotiate in good faith to agree any amendments to this Agreement and the Ancillary Agreements
as may be required in order to give effect to the principles set forth in this Section 11.10.

11.11Local Agreements

(i) The Parties do not intend this Agreement to transfer title to any Shares or Transferred Assets in any jurisdiction in which
such transfer is required to be made pursuant to a Local Agreement, and any such Shares and Transferred Assets, as
applicable, shall only be transferred by the applicable Local Agreement.

(j) Notwithstanding the generality of Section 11.09, to the extent that the provisions of a Local Agreement are inconsistent with
or (except to the extent they implement a transfer in accordance with this Agreement) additional to the provisions of this
Agreement:

(i)the provisions of this Agreement shall prevail; and

(ii)so far as permissible under Applicable Law of the relevant jurisdiction, the Seller and the Purchaser shall cause the
provisions of the relevant Local Agreement to be adjusted, to the extent necessary to give effect to the provisions of
this Agreement or, to the extent the foregoing is not permissible, the Seller shall indemnify the Purchaser against all
Losses suffered by the Purchaser or, as the case may be, the Purchaser shall indemnify the Seller against all Losses
suffered by the Seller or its Affiliates, in either case through or arising from any inconsistency between the relevant
Local Agreement and this Agreement or such additional provisions (except to the extent they implement a transfer
in accordance with this Agreement).

(k) Each Party shall not, and shall cause its respective Affiliates not to, bring any claim (including for breach of any warranty,
representation, undertaking, covenant or indemnity relating to the Proposed Transactions) against the other Party or any of
its Affiliates in respect of or based upon any of the Local Agreements, except to the extent necessary to enforce any transfer
of Shares or Transferred Assets or assumption of Assumed Liabilities hereunder in a manner consistent with the terms of
this Agreement. All such claims (except as referred to above) shall be brought and be subject to the provisions, rights and
limitations set out in this Agreement and no Party shall be entitled to recover damages or obtain payment, reimbursement,
restitution or indemnity under or pursuant to any of the Local Agreements (but without prejudice to the establishment of the
existence of the claim hereunder). To the extent that a Party does bring such a claim (except as referred to above), that Party
shall indemnify the other Party (and/or that other Party’s relevant Affiliates)



against all costs which it or they may suffer through or arising from the bringing of such claim against it or them.

11.12Severability

If any provision of this Agreement (or any portion thereof) or the application of any such provision (or any portion thereof) to any
Person or circumstance shall be held invalid, illegal or unenforceable in any respect by a court of competent jurisdiction, such
invalidity, illegality or unenforceability shall not affect any other provision hereof (or the remaining portion thereof) or the
application of such provision to any other Persons or circumstances.

11.13Method of Payment and Set-Off

Except as set forth in Sections 2.06(d), 2.07(d) and 2.10, any payments pursuant to this Agreement shall be made in full, without
any set-off, counterclaim, restriction or condition and without any deduction or withholding (save as may be required by Applicable
Law or as otherwise agreed). Any payments pursuant to this Agreement shall be effected by crediting for same day value the
account specified by the Seller or the Purchaser (as the case may be) on behalf of the Person entitled to payment on or before the
due date for payment. Payment of a sum in accordance with this Section 11.13 shall constitute a payment in full of the sum payable
and shall be a valid discharge to the payer (and those on whose behalf such payment is made) of the payer’s obligation to make
such payment and the payer (and those on whose behalf such payment is being made) shall not be obligated to see to the
application of the payment as between those on whose behalf payment is received.

11.14Governing Law

This Agreement shall be construed in accordance with, and this Agreement and all matters arising out of or relating in any way
whatsoever (whether in contract, tort or otherwise) to this Agreement shall be governed by, the laws of the State of New York.

11.15Consent to Jurisdiction

Each Party irrevocably submits to the exclusive jurisdiction of the Supreme Court of the State of New York, located in New York
County and the United States District Court for the Southern District of New York (and, in each case, any appellate court arising
therefrom) for the purposes of any suit, action or other proceeding arising out of this Agreement, the Ancillary Agreements or any
transaction contemplated hereby or thereby. Each party agrees to commence any such action, suit or proceeding in the United States
District Court for the Southern District of New York or, only if such action, suit or proceeding may not be brought in such court for
jurisdictional reasons, in the Supreme Court of the State of New York, located in New York County. Each Party further agrees that
service of any process, summons, notice or document by U.S. registered mail to such Party’s respective address, set forth in Section
11.06, shall be effective service of process for any action, suit or proceeding in New York with respect to any matters to which it
has submitted to jurisdiction in this Section



11.15. Each Party irrevocably and unconditionally waives any objection to the laying of venue of any action, suit or proceeding
arising out of this Agreement, the Ancillary Agreements or the transactions contemplated hereby and thereby in the Supreme Court
of the State of New York, located in New York County and the United States District Court for the Southern District of New York,
and hereby and thereby further irrevocably and unconditionally waives and agrees not to plead or claim in any such court that any
such action, suit or proceeding has been brought in an inconvenient forum.

11.16Waiver of Jury Trial

EACH PARTY HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT
IT MAY HAVE TO A TRIAL BY JURY WITH RESPECT TO ANY LITIGATION DIRECTLY OR INDIRECTLY
ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS AGREEMENT, THE ANCILLARY AGREEMENTS
OR ANY TRANSACTION CONTEMPLATED HEREBY OR THEREBY. EACH PARTY: (A) CERTIFIES THAT NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE
THE FOREGOING WAIVER; AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTY HAVE BEEN
INDUCED TO ENTER INTO THIS AGREEMENT AND THE ANCILLARY AGREEMENTS, AS APPLICABLE, BY,
AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 11.16.

11.17Translation of Currencies

In the event that the Parties need to convert currencies under this Agreement, the relevant exchange rate will be determined based
on the spot reference rate for a transaction between the two currencies in question as quoted by the European Central Bank on the
Business Day immediately preceding the relevant date of payment or, if no such rate is quoted on that date, on the preceding date
on which such rates are quoted.

11.18Bulk Sales

The Purchaser and the Seller waive compliance with the requirements of the bulk sales Applicable Law of any jurisdiction in
connection with the transactions contemplated by this Agreement.

11.19Specific Performance

Without affecting any other rights or remedies of the Parties under this Agreement, each Party acknowledges and agrees that, in
addition to any other remedies that may be available to it, each Party shall be entitled to enforce the terms of this Agreement by a
decree of specific performance, and each Party hereby waives, and agrees that it will not raise, any defense to such an action for
specific performance of the terms of this Agreement based on



an obligation of the other Party to mitigate damages or based upon the other Party having an adequate remedy under Applicable
Law or a breach of this Agreement not giving rise to irreparable harm. Such remedy shall not be deemed to be the exclusive
remedy for a breach of this Agreement, but shall be in addition to all other remedies available at law or equity to the Parties.

11.20Legal Representation

(a) The Purchaser, on behalf of itself and its Affiliates (including after the Closing, the Transferred Subsidiaries), acknowledges
that Freshfields Bruckhaus Deringer US LLP and its associates (Freshfields), Hogan Lovells US LLP and its associates
(Hogan Lovells), Kaye Scholer and its associates (Kaye Scholer), and Fross Zelnick Lehrman & Zissu, P.C. (Fross
Zelnick) act or have acted as counsel for the Seller and the Transferred Subsidiaries and may continue to represent the
Seller and its Affiliates in future matters. Accordingly, the Purchaser, on behalf of itself and its Affiliates (including, after
the Closing, the Transferred Subsidiaries) expressly consents to each of Freshfields’, Hogan Lovells’, Kaye Scholer’s and
Fross Zelnick’s representation of the Seller and its Affiliates in any post-Closing matter, relating to the transactions
contemplated by this Agreement or the Ancillary Agreements or any disagreement or dispute relating thereto, in which the
interests of the Purchaser and its Affiliates (including the Transferred Subsidiaries), on the one hand, and the Seller and its
Affiliates, on the other hand, are adverse, and agrees not to claim or assert any conflict of interest in connection therewith
by virtue of their representation of the Seller and its Affiliates in connection with the Proposed Transactions or any
disagreement or dispute relating thereto.

(b) Effective as of the Closing, the Purchaser hereby agrees not to assert, and to cause each of its Affiliates (including the
Transferred Subsidiaries) not to assert, any attorney-client privilege held by the Business or any Transferred Subsidiary, or
any officer, employee, director or manager thereof, with respect to any communication relating to the negotiation,
documentation or consummation of this Agreement, the Ancillary Agreements or any of the transactions contemplated
hereby or thereby occurring with counsel to any such Person on or prior to the Closing, it being the intention of the parties
hereto that all such rights to such attorney-client privilege and to control such attorney-client privilege shall be retained by
the Seller and its Affiliates, and their respective officers, employees, directors and managers. Notwithstanding the
foregoing, neither the Purchaser nor its Affiliates (including the Transferred Subsidiaries) is waiving its right to assert any
attorney-client privilege in connection with any Proceeding not involving Seller or its Affiliates.

[Signature Page Follows]



IN WITNESS WHEREOF, each of the Seller and the Purchaser has duly executed this Agreement as of the date first written
above.



EXHIBIT 12. Statement Re: Computation of Ratio of Earnings to Fixed Charges
(Unaudited)

ELI LILLY AND COMPANY AND SUBSIDIARIES

 

  
Six Months Ended 

June 30,  Years Ended December 31,

  2014  2013  2012  2011  2010  2009

  (Dollars in millions)

Consolidated pretax income  $ 1,831.2  $ 5,889.3  $ 5,408.2  $ 5,349.5  $ 6,525.2  $ 5,357.8
Interest(1)  89.8  184.2  198.8  211.7  211.5  291.5
Less interest capitalized during the period  (16.6)  (24.1)  (21.0)  (25.7)  (26.0)  (30.2)

Earnings  $ 1,904.4  $ 6,049.4  $ 5,586.0  $ 5,535.5  $ 6,710.7  $ 5,619.1

Fixed charges  $ 89.8  $ 184.2  $ 198.8  $ 211.7  $ 211.5  $ 291.5

Ratio of earnings to fixed charges  21.2  32.8  28.1  26.1  31.7  19.3

1 Interest is based upon interest expense reported as such in the consolidated condensed statements of operations and does not include
any interest related to unrecognized tax benefits, which is included in income tax expense.



EXHIBIT 31.1 Rule 13a-14(a) Certification of John C. Lechleiter, Chairman, President, and Chief Executive Officer

CERTIFICATIONS

I, John C. Lechleiter, certify that:

1. I have reviewed this report on Form 10-Q of Eli Lilly and Company;

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

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

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

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s Board of Directors (or persons performing the equivalent functions):

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

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

 

Date: July 28, 2014
   

By:  /s/John C. Lechleiter
  John C. Lechleiter, Ph.D.
  Chairman, President, and Chief Executive Officer



EXHIBIT 31.2 Rule 13a-14(a) Certification of Derica W. Rice, Executive Vice President, Global Services, and Chief Financial Officer

CERTIFICATIONS

I, Derica W. Rice, certify that:

1. I have reviewed this report on Form 10-Q of Eli Lilly and Company;

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

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

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

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s Board of Directors (or persons performing the equivalent functions):

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

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

 

Date: July 28, 2014
   

By:  /s/ Derica W. Rice
  Derica W. Rice

  
Executive Vice President, Global Services,
    and Chief Financial Officer



EXHIBIT 32. Section 1350 Certification

Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States
Code), each of the undersigned officers of Eli Lilly and Company, an Indiana corporation (the “Company”), does hereby certify that, to the best
of their knowledge:

The Quarterly Report on Form 10-Q for the quarter ended June 30, 2014 (the “Form 10-Q”) of the Company fully complies with the
requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and information contained in the Form 10-Q fairly presents, in all
material respects, the financial condition and results of operations of the Company.
 

Date: July 28, 2014  /s/John C. Lechleiter
   John C. Lechleiter, Ph.D.
   Chairman, President, and Chief Executive Officer
    

    
    

Date: July 28, 2014  /s/Derica W. Rice
   Derica W. Rice

   
Executive Vice President, Global Services, and Chief     Financial
Officer


