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Our business, financial condition and results of operations are subject to various risks, including but not limited to the risks
described below. If any of such risks actually materializes, our business, financial condition and results of operations could be
materially adversely affected. Risks Related to the Animal Health Industry The animal health industry is highly competitive.
The animal health industry is highly competitive. Our competitors include standalone animal health businesses, the animal
health businesses of large pharmaceutical companies, specialty animal health businesses and companies that mainly produce
generic products. Several start- up companies also compete in the animal health industry. We believe many of our competitors
are conducting R & D activities in areas served by our products and in areas in which we are developing products. We also face
competition from manufaetarers-of-drags-—globallyas-welas-producers of nutritional health products. These competitors may
have access to greater financial, marketing, technical and other resources. As a result, they may be able to devote more
resources to developing, manufacturing, marketing and selling their products, initiating or withstanding substantial price
competition or more readily taking advantage of acquisitions or other opportunities. Further, consolidation in the animal health
industry could result in existing competitors realizing additional efficiencies or improving portfolio bundling opportunities,
thereby potentially increasing their market share and pricing power, which could lead to a decrease in our revenue and
profitability. For example, many of our competitors have relationships with key distributors and, because of their size, an ability
to offer attractive pricing incentives, which may negatively impact or hinder our relationships with these distributors. In addition
to competition from established market participants, new entrants to the animal health medieines-and-vaeeines-industry could
substantially reduce our market share, render our products obsolete or disrupt our business model. Competitive pressures could
arise from, among other things, differences in safety and efficacy product profiles, limited demand growth or a significant
number of additional competitive products being introduced into a particular market, price reductions by competitors, the ability
of competitors to capitalize on their economies of scale, the ability of competitors to produce or otherwise procure animal health
products at lower costs than we can and the ability of competitors to access more or newer technology than we can. To the
extent any of our competitors are more successful with respect to any key competitive factor, or we are forced to reduce, or are
unable to raise, the price of any of our products in order to remain competitive, our business, financial condition and results of
operations could be materially adversely affected. Our R & D, acquisition and licensing efforts may fail to generate
commerecially successful new products or to expand the use of our existing products. Our future success depends on both our
existing product portfolio and our pipeline of new products, including new products that we say-develop internally or through
joint ventures and products we are-able-te-obtain through licenses or acquisitions. We commit substantial effort, funds and other
resources to R & D, primarily through our own dedicated resources but also through collaborations with third parties. We also
have acquired or partnered with a number of smaller animal health businesses, and we intend to continue to do so in the future.
There are %1gn1ﬂcant rlski and uncertalntleq 1nv01ved Wlth the execution of these partnershlp% many of Wthh are outslde our
control —W G ; a1

a-ppfe’v‘ed-eﬁauﬂehed- lncludlng the lnablllty ef—we—may—be—tma-b}e—to develop, license or otherwme acquire product Candldates
or products and —Addittenallywe-may-have-insufficient access to capital to fund such investments. We also fraddition;we
cannot predict whether any products, once launched, will be commercially successful or will achieve revenue that is consistent
with our expectations. The animal health industry is subject to regional and local trends and regulations and, as a result, products
that are successful in some markets may not achieve similar success when introduced into other markets. Furthermore, the
timing and cost of our R & D may increase, and our R & D may become less predictable as, among other things, regulations
applicable to our industry ses-make it more time- consuming and / or costly to research, develop and register products. If we
are unable to generate commercially successful new products or expand the use of our existing products, our business, financial
condition and results of operations could be materially adversely affected. Further-Additionally , as part of our development
strategy, we often hire clinical research organizations to perform preclinical testing and clinical trials for drug candidates.
Clinical trials and procedures are inherently uncertain and there can be no assurance that these trials or procedures will be
enrolled or completed in a timely or cost- effective manner or result in a commercially viable product or indication. Failure to
achieve positive clinical trial and / or testing results could have a material adverse effect on our prospects. Furthermore,
unfavorable or inconsistent clinical data from current or future clinical trials or procedures conducted by us, our competitors or
third parties, or perceptions regarding this clinical data, could adversely affect our ability to obtain necessary approvals and the
market’ s view of our future prospects. Lastly, new products may appear promising in development but fail to reach the
market within the expected or optimal timeframe, or at all. We may be unable to predict with precision when, if or
subject to what conditions any of our products now under development will be approved and / or launched, or if
approved, whether limitations to a product or the specific circumstances for which a product is approved, will match our
expectations. For example, in the second quarter of 2024, the FDA determined that our Zenrelia product label would be
required to include a boxed warning on safety. We believe the inclusion of this warning has slowed the product adoption
curve, although the extent of any such effect cannot be definitely determined. In addition, product extensions or
additional indications may not be approved. Developing and commercializing new products subjects us to inherent risks
and uncertainties, including (i) delayed or denied regulatory approvals, (ii) delays or challenges with producing products
in accordance with regulatory requirements, on a commercial scale and at a reasonable cost; (iii) failure to accurately
predict the market for new products; and (iv) efficacy and safety concerns, any of which could lead to a slower or more




limited commercial adoption of one of our products than initially estimated. In addition, a failure to continue to identify
and develop products, both internally and through external sources, could impact our future success. Once necessary
regulatory approvals are obtained, the commercial success of any new product depends upon, among other things, its
acceptance by veterinarians and end customers, and on our ability to successfully manufacture, market and distribute
products in sufficient quantities to meet demand. If we are unable to successfully bring a product to market, our
business, financial condition and results of operations could be materially adversely affected. Disruptive innovation and
advances in veterinary medical practices, animal health technologies and alternatives to animal- derived protein could
negatively affect the matketmarkets for our products. The markets for our products are regularly impacted by the introduction
and / or broad market acceptance of newly developed or alternative productq that addre%@ the dl§€a§€§ and conditions for which
we sell products : peeta ; anta als-6

been partrcularly affected by innovation in new molecule% and dehvery forrnulatlons in recent years. Separately, there has
been an increased focus in certain markets to seek replacements for animal- derived protein with alternative, plant-
based or other natural or synthetic protein sources. Technological breakthroughs by others may render our products obsolete
and reduce or eliminate the market for our products. Introduction or acceptance of competing animal health products and
innovation or disruptive protein alternatives could materially adversely affect our business, financial condition and results of
operations. Generic products may be Vlewed as more cost- effectrve than our products. ¥e-In certain markets, we face

competition from predty g-generic alternatives to our products. We depend on patents
and related rights e*el-uswrt—y—peﬂeés—to enable our pfoﬁde—us—vm-h—excluirve sale marketingrights-fer-seme-of eur-certain
products. Patents for individual products expire at different times based on a variety of factors, including the date of the patent
filing (or sometimes the date of patent grant) and the legal term of patents in the jurisdictions where such patents are obtained.
The extent of protection afforded by our patents varies from jurisdiction to jurisdiction and is limited by the scope of the claimed
subject matter of our patents, the term of the patent and the availability and enforcement of legal remedies in the applicable
jurisdiction. Some of our tep-principal products suehas-the-, including certain products within our Advantage Family,
Rumensin ;-and Maxiban / Monteban ;Denagard-and-TFrifexis-do not have patent protection. Other products are protected by
patents that expire over the next several years. As the patents for a brand name product expire, competitors may begin to
introduce generic or other alternatives, and as a result, we may face competition from lower- priced alternatives to many of our
productq For further information, see" Item 1. Business — Intellectual Property." Generic competitors are becoming more
aggres%rve in terms of launching products before patent rights expire, and, because of attractive pricing, sales of generic products

are an 1ncrea91ng percentage of overall anrmal health sales in certam regronq Although-the-impaet-of generie-competitiontn-the

products, we may be forced to lower our prices and / or provide drqcount% or rebate% in order to compete with generic products.
In such event, our business, financial condition and results of operations could be materially adversely affected. Regulatory
restrictions and bans on the use of antibiotics and productivity products in farm animals, as well as changing market demand,
may continue to negatively affect demand for certain of our farm animal products. QOur Over-the-pastfew-years;our-operational
results have been, and may continue to be, affected by regulations and changing market demand. In certain markets, including
the U. S, sales of certain of our farm animal products have been negatively affected by changes an-irerease-in consumer
sentiment for proteins and dairy products produced without the use of antibiotics or other products intended to increase animal
production. There are two classes of antibiotics used in animal health: shared- class, or medically important, antibiotics, which
are used to treat , control and / or prevent infectious disease-diseases caused by pathogens that occur in both humans and
animals; and animal- only antibiotics, which are used to treat , control and / or prevent infectious disease-diseases eaused-by
pathegens-thateeeur-in animals enly-, and in some instances, promote animal growth performance . Concerns that the use of
antibiotics in farm animal production may lead to increased antibiotic resistance of human pathogens have resulted in #rereased
regulation and changing market demand. fraddition-For example , in 2022 the EU began restricting the use of preventative
antibiotics to farm animals through feed Similar bans and restrictions in other countrles could result in a materlal

of our total revenue from %ale% of shared- class antibiotics has dechned driven primarily by changrng regulatronq in many
markets, as well as ekangirg-market demand and our tiered approach to antibiotic stewardship, which has included removing
growth promotion from labels and requiring veterinary oversight in the U. S. and other markets. Globally, during 2623-2024 ,
our revenue from shared- class antibiotics decreased 78 % in comparison to 2022-2023 and represented +8-9 % of total revenue,
while our revenue from animal- only antibiotics increased 6-4 % in comparison to 2822-2023 and represented 15 % of total
revenue. In 2623-2024 , 89 approximately90-% of our revenue from animal- only antibiotics resulted from the sale of
ionophores. Ionophores are a special class of animal- only antimicrobials, and because of their animal- only designation, mode
of action and spectrum of activity, to date their use has not te-date-been materially impacted by regulations or changing market
demand in many international markets. The impact of changes in regulations and market preferences regarding the use of
antibiotics and productivity products in farm animals could have a material adverse effect on our business, financial condition
and results of operations. If there is an increased public perception that consumption of food derived from animals that utilize
our products poses a risk to human health, there may be a further decline in the production of those food products and, in turn,



demand for our products. In addition, antibiotic resistance concerns will likely result in additional restrictions or bans, expanded
regulations or public pressure to further reduce the use of antibiotics in farm animals, increased demand for antibiotic- free
protein or changes in the market acceptance or regulatory treatment of 1onophores any of which could materrally adversely
affect our busmess financial condition and results of operations. fa-a v he A-impae y sig-tra

d—An outbreak of 1nfectrous disease carrled by farm animals could
negatlvely affect the demand for, and sale and productron of, our farm animal products. Sales of our farm animal products could
be materially adversely affected by a general outbreak of infectious disease, or an outbreak of disease carried by farm animals,
which could lead to the widespread death or precautionary destruction of farm animals as well as the reduced consumption and
demand for animal - derived protein. In addition, outbreaks of disease carried by farm animals may reduce regional or global
sales of particular animal- derived food products or result in reduced exports of such products, either due to heightened export
restrictions or import prohibitions, which may reduce demand for our farm animal products due to reduced herd or flock sizes.
In recent years, outbreaks of various diseases, including African Swine Fever, avian influenza, foot- and- mouth disease, bovine
spongiform encephalopathy (otherwise known as BSE or “ mad cow ” disease) and porcine epidemic diarrhea virus (otherwise
known as PEDV) have negatively impacted sales of our animal health products. The discovery of additional cases of any of
these, or new-other diseases, may result in additional restrictions on animal - derived protein, reduced herd or flock sizes or
reduced demand for animal - derived protein, any of which may have a material adverse effect on our business, financial
condition and results of operations. In addition, the outbreak of any highly contagious disease near our main production sites
could require us to immediately halt production of our products at such sites or force us to incur substantial expenses in
procuring raw materials or products elsewhere. Our R & D relies on evaluations of animals, which may become subject to bans,
additional restrictive regulations or increased attention from activism movements. As an animal health company dedicated to
innovating and delivering products and services to prevent and treat disease-diseases in animals, we are required to evaluate the
effect of our existing and new products in animals in order to register such products. Animal testing in certain industries has
been the subject of controversy and adverse publicity. Some organizations and individuals have attempted to ban animal testing
or encourage the adoption of new regulations applicable to animal testing. To the extent the activities of such organizations and
individuals are successful, our R & D, and by extension our business, financial condition and results of operations, could be
materrally adversely affected In addltlon negatrve pubhcrty about us or our 1ndustry could impact harm-ourreputation—For

6 § our R & D efforts, and / or cause

eoncerns-industry, 1nclud1ng us . Any reputatronal harm to the farm anlmal 1ndustry may also extend to companies in related

industries, including e e us, potentlaﬂyef—eﬂe-er—mofe—ef—etﬂepfedﬁets—rn
f&ﬂﬁ—aﬁtmals—alse—mw—few-l-t—resultmg ina decrease in the use of v

products bust otts-. Consolidation of our customers and dlstrlbutors could
negatively affect the pricing of our products We pr1marrly sell our pet health products to third- party distributors and retailers,
as well as directly to veterinarians. We primarily sell our farm animal products to third- party distributors and directly to a
diverse set of farm animal producers, including beef and-, dairy , farmers-as-welas-pork ;-and poultry and-aquacultare
operations. In recent years, there has been a trend toward the concentration of veterinarians in large clinics and hospitals. We
have also seen recent consolidation among farm animal producers, particularly swine and poultry producers, and among our
distributors. Furthermore, we have seen the expansion of larger cross- border corporate customers and an increase in the
consolidation of buymg groups (cooperatlves of Vetermary pract1ces that leverage Volume to pursue discounts from
manufacturers). Fh gres 8 —If these trends toward
consolidation continue, our customers could attempt to improve therr proﬁtabrhty by leveragrng their buying power to obtain
favorable pricing. The resulting decrease in our prices could have a material adverse effect on our business, financial condition
and results of operations. For our pet health products, increased use of alternative distribution channels, or changes within
existing distribution channels, could negatively impact our market share, margins and distribution of our products. In most
markets, pet owners have historically purchased their animal health products directly from veterinarians. However, pet owners
increasingly have the option to purchase animal health products from sources other than veterinarians, such as online retailers,
big- box " retail stores , specialty pet shops via telemedicine distributors, or other ever—the—eeunter-distribution channels.
This trend has been demonstrated by the significant shift away from the veterinarian distribution channel in the sale of flea and
tick products and has been accelerated by the increased consumer preferences toward e- commerce in recent years. Pet owners
also could decrease their reliance on, and visits to, veterinarians as they rely more on internet- based animal health information
and telemedicine . Because we market our pet health prescription products primarily through the veterinarian distribution
channel, in the event of a significant decrease in visits to veterinarians by pet owners, our market share for such products could
be reduced materrally adversely affectmg our busmess flnancral condltlon and results of operat1ons -l-ﬂ—add-rt-toﬁ,—pet—ownefs

al-temat—r—ves—Legrslatron has alse-been proposed in the U. S. Congress and may be proposed in the U. S states or abroad in the
future, that could impact the distribution channels for our pet health products. For example, such legislation may require
veterinarians to provide pet owners with written prescriptions and disclosure that the pet owner may fill prescriptions through a
third party, which may further reduce the number of pet owners who purchase their animal health products , or fill their
prescriptions, directly from veterinarians. Legislation Suehrequirements-may also be advanced that would allow for greater



access to pet health products via telemedicine channels, potentially impacting our mix of distribution. These changes
could lead to increased use of generic alternatives to our products or the increased substitution of our pet health products with
other animal health preduets-or human health products if such other products are deemed to be lower- cost alternatives. Many
countrles and %tates already have regulatlonq requlrmg Veterlnarlanq to prov1de preqerlptloni to pet owner% upon request yand

; ary 0 ditrg g p . Over time, these
and other eompetltlve Condmon% may further increase our use of online retallers “ big- box " retail stores , specialty pet shops,
telemedicine or other ever—the—eeunter-distribution channels outside of the veterinary clinic to sell our pet health products. If
we or our major retail customers are not successful in navigating the shifting consumer preferences to distribution channels such
as e- commerce, our expected future revenues may be negatively impacted. We may also realize lower margins on sales through
retail distribution channels than we do on sales through veterinarians. Any of these events could materially adversely affect our
business, financial condition and results of operations. In addition, if one or more of our pet health distributors discontinues or
modifies their relationship with us, our business, financial condition and results of operations may be materially adversely
affected. Strategic and Operational Risks Our results of operations are dependent upon the success of our top products. If any of
our top products experience issues, such as disruptive innovations or the introduction of more effective competitive products,
negative publicity, changes in veterinarian or customer preferences, loss of patent protection, material product liability litigation,
new or unexpected side effects, manufacturing disruptions and / or regulatory proceedings, our revenue could be negatively
impacted, perhaps significantly. Our top five products and / or product families, Advantage Family, Seresto, Rumensin,
Maxiban / Monteban and Credelio Family represented and-Maxiban;-eontribtted-approximately 3436 % of our total revenue
in 2623-2024 , with our largest product family, Advantage Family, representing approximately 10 % of total revenue .
Any issues with these top products could have a material adverse effect on our business, financial condition and results of
operations. We may not be able to successfully complete favorable transactions or successfully integrate acquired businesses
when we pursue acquisitions, divestitures, joint ventures or other significant transactions. From time to time, we evaluate
potential acquisitions, divestitures or joint ventures to further our strategic objectives. The completion of such transactions is
often subject to conditions that may be outside our control, including obtaining the requisite approval of the shareholders of the
target company and / or government antitrust / competition approvals. Accordingly, we may not be able to complete announced

and signed transactions, and therefore may not realize the antlelpated benefits therefrom ForexampleinFebraary2024;,-we

-m—ettﬁsteelepﬂee—ln the event of a materlal acqumtlon or divestiture , we may be requlred to devote %1gn1ﬂcant management
attention and resources to integrating the portfolio and operations of t-he—an acquired company or carving out a divested
business . Potential difficulties we may encounter in the integration or carve out process include the-feHewing-: * the inability
to realize the anticipated value from various assets of the acquired company; * the potential for stranded costs, loss of scale
and / or inefficiencies in a post- divestiture cost structure; ¢ the inability to combine the bustnesses—- business of the-an
acquired company with ours in a manner that permits us to achieve the cost savings or other synergies anticipated as a result of
the transaction or to achieve such cost savings or other anticipated synergies in a timely manner, which could result in us not
realizing some anticipated benefits of the transaction in the time frame anticipated, or at all; * the loss of key employees; °
potential unknown liabilities and unforeseen increased expenses, delays or unfavorable conditions in connection with the closing
of the transaction and the subsequent integration or carve out ; and * performance shortfalls at our or the acquired company as a
result of the diversion of management’ s attention from ongoing business activities. Additioraty-For example , as a result of
our acquisition of Bayer Animal Health, we integrated each business' distinct enterprise resource planning (ERP) systems into
one primary platform, a process that was substantially completed in the-seeond-gquarteref2023. ERP integrations have inherent
risks, which can complicate our business operations and potentially lead to breakdowns in data integrity and may preclude our
ability to supply products for a period of time, as was the case with this aforementioned ERP integration in April the-seeend
grarterof2023. To the extent future ERP or other integration or carve- out activities are required for relatedto-future
acquisitions, divestitures or joint ventures, we could be required to deploy significant resources and attention to these efforts. If
we are unable to successfully integrate or carve- out our systems to support critical business operations and-of acquired or
divested businesses or to produce information for business decision- making activities, we could alse-experience a material
adverse impact on our business , including increased costs, data integrity and / or cybersecurity risks and an inability to
timely and accurately report our financial results. Future acquisitions could also result in potentially dilutive issuances of equity
securities, the incurrence of debt, contingent liabilities e, increased amortization expenses related to acquired intangible assets
and increased operating expenses, any of which could adversely affect our financial condition and results of operations.
Furthermore, if we issue equity or debt securities to raise additional funds, our existing shareholders may experience significant
dilution, and the new equity or debt securities may have rights, preferences and privileges senior to those of our existing
shareholders. Furthermore, if we sell a substantial number of shares of common stock in the public markets, the availability of
those shares for sale could adversely affect the market price of our common stock. Such sales, or the perception in the market



that holders of a large number of shares intend to sell shares, could depress the market price of our common stock and impair
our ability to raise capital through the sale of additional equity securities. We may not be able to successfully implement future
restructuring activities or other significant organizational changes. We have, from time to time, restructured or made other

adjustments to our workforce and manufacturing footprint. For example in 2024 fe}a’éed-te—t-h%aeqtnst&en-aﬂd-ﬁrbsequeﬁf
-mfegraﬁeﬂ—e-ﬁBﬂyer—A-mmal—Hea{-t-h—we 1mplemented 0 et ©

see Note -1-9—5 Sﬁbsequeﬂt—Eveﬂfs—Asset Impalrment

Restructurlng and Other Special Charges to the con%ohdated financial statements for further information). There are
significant costs involved with the execution of restructuring programs or other significant organizational changes, including
expenses related to severance, asset impairment-impairments and other potential charges. There are also significant risks
involved with such changes, including the potential for significant business disruption, diversion of management' s time and
attention from en—geirg-ongoing operations, loss of human capital talent, temporarily reduced productivity and the risk of
failing to achieve some or all of the anticipated benefits of the restructuring or organizational changes . We may need to
implement additional restructuring plans or other strategic initiatives in the future in response to market or product
changes, performance issues, changes in strategy, acquisitions and / or other internal or external considerations . If we
are unable to successfully manage and implement any future eurreeently-annetneed-restructuring plan, we may not achieve or
sustain the expected growth or cost savings benefits of these activities, or do so within the expected timeframe, and in such
instance, our financial condltlon and results of operatlonq Could be materlally adversely lmpacted ﬁeg&ﬁve&y—a—ffeeted—We—mﬂ-y-

problem% and capacny 1mbalance@ mcludlng at our contract manufacturers, have caused, and may in the future cause,
product launch delays, inventory shortages, recalls and / or unanticipated costs. In order to sell our products, we must be able to
produce and ship sufficient quantities to our customers. We own and operate +8-17 internal manufacturing sites across +H-10
countries and also employ a network of approximately +468-130 third- party CMOs. Many of our products involve complex
manufacturing processes, are highly regulated and can be, or rely on , inputs that are sole sourced from certain manufacturing
sites. Shifting or adding manufacturing capacity can be a lengthy process requiring significant capital expenditures, process
modifications and regulatory approvals. Accordingly Bae-te-this-, unplanned plant shutdowns, manufacturing or quality
assurance difficulties, failure or refusal of a supplier or CMO to supply contracted quantities or difficulties in predicting or
variability in demand for our products have caused, and may in the future cause, interruption or higher costs in the supply of
certain products, product shortages or pauses or discontinuations of product sales in one or more markets. Further, minor
deviations in our manufacturing or logistical processes, such as temperature excursions or improper package sealing, could
result, and have in the past resulted in, delays, inventory shortages, unanticipated costs, product recalls, product liability and / or
regulatory action. In addition, a number of factors could cause production interruptions, including:  the failure of us or any of
our CMOs, vendors or suppliers, including logistical service providers, to comply with applicable regulations and quality
assurance guidelines; * mislabeling;  construction delays; * equipment malfunctions; ¢ shortages of materials; ¢ labor problems;
* delays in receiving required governmental authorizations or regulatory approvals; ¢ natural disasters and / or adverse weather
conditions; ¢ power outages; * criminal and terrorist activities; * changes in manufacturing production sites and limits to
manufacturing capacity due to regulatory requirements, changes in types of products produced, shipping distributions or
physical limitations; and ¢ the outbreak of any highly contagious diseases. These interruptions could result in launch delays,
inventory shortages, recalls, unanticipated costs or issues with our agreements under which we supply third parties, which may
materially adversely affect our business, financial condition and results of operations. Further, global transportation and logistics
challenges, cost inflation and tight labor markets have caused, and in the future may cause, delays in and / or increased costs
related to the distribution of our products, the construction or acquisition of manufacturing capacity, procurement activity and
supplier or contract manufacturer arrangements. For example, in September 2024 one of our contract manufacturing supply
partners, TriRx Speke, entered into trading administration, a formal insolvency process in the U. K. In November 2024,
in an effort to minimize supply disruption, we acquired this manufacturing site from TriRx Speke for approximately $
36 million (see Note 4. Acquisitions, Divestitures and Other Arrangements to the consolidated financial statements for
further information). In addition to this unanticipated capital outlay, we also expect increased integration and
operational costs in 2025 related to operating this site. [n addition, volatility in the overall demand for animal health products
in different markets and distribution channels has had, and may continue to have, a number of impacts on our business,
including increased costs and disruptions in the supply of our products. Our manufacturing network may be unable to meet the
demand for our products, or we may have excess capacity if demand for our products changes. Fhreughett-For example, in
2023 we experienced increasing levels of inventory on- hand, in part due to volatility in demand across different markets and
distribution channels. In addition to the negative impact on our cash flows, if we are not able to mere-effectively manage the
purchase and production of our inventories to match the timing of customer demand, we may face increased costs fer
srareheusing-and the potential for our inventories to become unusable or obsolete. We have also in the past invested in, and will
continue to invest in, improvements to our existing manufacturing facilities and may also invest in new manufacturing plants in
the future . For example, we have recently announced a planned $ 130 million expansion of our biologics manufacturing



facility in Elwood, Kansas to enable further growth of our monoclonal antibody portfolio . These types of projects are
subject to risks of delay or cost overruns inherent in any large construction project and require licensing by or approvals from
various regulatory authorities. The unpredictability of a product’ s regulatory or commercial success or failure, the lead time
necessary to construct highly technical and complex manufacturing sites and shifting customer demand (including as a result of
market conditions or entry of branded or generic competition) increase the potential for capacity imbalances. In addition,
construction of sites is expensive, and our ability to recover costs will depend on the market acceptance and success of the
products produced at the new sites, which is uncertain. Significant cost overruns or delays in completing these projects could
have an-a material adverse effect on our financial condition and results of operations. Increased or decreased inventory levels in
our distribution channels can lead to fluctuations in our revenues and levels of inventory on- hand. We In-additiorrto-seting-our
produets-direetly-to-veterinarians;we-scll many of our products to distributors and retailers who, in turn, sell eur-these
products to third parties. Inventory levels at our distributors and retailers increase or decrease as a result of various factors,
including end customer demand, new customer contracts, heightened competition, required minimum inventory levels, our
ability to renew distribution contracts with expected terms, our ability to implement commercial strategies, regulatory
restrictions, unexpected customer behavior, proactive measures taken by us in response to shifting market dynamics and
procedures and environmental factors beyond our control. These increases and decreases can lead, and have led, to variations in
our quarterly and annual revenues. Failure to appropriately anticipate inventory levels in our distribution channels could
materially adversely affect our financial condition and results of operations. We use machine learning and artificial intelligence
( Al') in our business, and challenges with properly managing its use could result in operational, eompetmve or reputational
harm and legal liability and-adversely-affeetourresults-ofoperations-. We use Al in multiple ways in our business and continue
to expand the use of Al in our operations. Given-thatmaehine-Machine learning and Al are new and rapidly evolving
technologies, and their use presents a number of operational, compliance and reputational risks. Al algorithms are currently
known to sometimes produce unexpected results or behave in unpredictable ways that can generate irrelevant, nonsensical,
deficient, factually inaccurate or biased content and results. Accordingly, Al presents emerging operational, legal and ethical
issues. If our use of Al becomes controversial, we may experience reputational harm to our brand, competitive harm or legal
liability. At the same time, our competitors may incorporate Al into their operations more quickly than we do or with more
successful outcomes, which would also harm our business. We also expect there will be new laws or regulations concerning the
use of Al technology, which might be burdensome to comply with and may limit our ability to use this technology. We might not
be able to attract and retain the talent necessary to support our Al technology initiatives and maintain our systems. Any
disruption or failure in our Al systems or those of third parties on whom we rely could result in delays and operational
challenges, and the various operational, compliance and reputational issues could materially adversely affect our business,
financial condition and results of operations. We depend on sophisticated information technology (IT) and infrastructure. We
are continuing to enhance a number of our business processes, including our financial reporting and supply chain processes and
withrespeetto-where-and from whom we obtain IT infermatien-teehnology-systems. We have made, and will continue to make,
significant configuration, process and data changes within many of the IT infermation-teehnology-systems we use. If our IT
information-teehnology-systems and processes are not sufficient to support our business and financial reporting functions, or if
we fail to properly implement our new business processes, our financial reporting may be delayed or inaccurate and, as a result,
our business, financial condition and results of operations may be materially adversely affected. Even if we are able to
successfully configure and change our systems, all technology systems, even with implementation of security measures, are
vulnerable to dlsablhty, failures er-and cybersecurity risks, including unauthorized access. If our IT infermation-teehnology
systems or our service providers' IT infermationteehnetogy-systems were to fail or be breached, this could materially adversely
affect our reputation and our ability to perform critical business functions, and sensitive and confidential data could be
compromised. Our business may be negatively affected by weather conditions and the availability of natural resources. The
animal health industry and demand for many of our products in a particular region are affected by weather conditions, including
those related to climate change, varying weather patterns and weather- related pressures from pests, such as ticks. As a result,
we may experience regional and seasonal fluctuations in our results of operations. For example, in 2024 en-average;
approximately #5-70 % and 66-55 % of the total annual-revenue for eentributtonfremour higher - margin parasiticide products
Seresto and Advantage Family, respectively, eeetrs-was generated in the first half of the year, reflective of the flea and tick
season in the Northern Hemisphere. As such, fluctuations in our revenue due to seasonality and / or weather or climate- related
factors, many of which are beyond our control, may mean period- to- period comparisons of our results of operations will not
necessarily be meaningful. Farm animal producers depend on the availability of natural resources, including large supplies of
fresh water. Their animals’ health and their ability to operate could be adversely affected if they experience a shortage of fresh
water due to human population growth or floods, droughts or other weather conditions. In the event of adverse weather
conditions or a shortage of fresh water, veterinarians or farm animal producers may purchase less of our products. Further, heat
waves may cause stress in animals and lead to increased vulnerability to disease, reduced fertility rates and reduced milk
production. Droughts may threaten pasture and feed supplies by reducing the quality and amount of forage available to grazing
hvestock while ellmate change may increase the prevalence of para51tes and diseases that affect farm animals. Advefse—we&fhef

Wa’feﬁbefﬁe-d-lseases—ln addition, Veterln ry hospltals and practltloners depend on VlSltS from and access to, the anlmals under
their care. Veterinarians’ patient volume and ability to operate could be adversely affected if they experience prolonged snow,
ice or other severe weather conditions, particularly in regions not accustomed to sustained inclement weather. We could
experience demand, supply and operational challenges associated with the effects of a human disease outbreak, epidemic,
pandemic or other widespread public health concern. Our business has been, and may-eentinte-to-could in the future be,



negatively impacted by human disease outbreaks, epldemlcs pandemlcs or other Wldespread pubhc health concerns —sueh—as—t-he
COHD—19pandemte-and-its-vartants- These impacts d 0 v 0
may trthe-fature-include: * Reductions in demand or s1gn1ﬁcant volatility in demand for one or more of our products caused

by, among other things: the temporary inability of our customers to purchase our products due to illness, quarantine, travel
restrictions and / or financial hardship; decreased veterinary visits; farm animal processing plant shutdowns; shifts in demand by
trading down to lower priced products; or stockpiling activity; ¢ Inability to meet customer needs and achieve cost targets due to
disruptions in our manufacturing and supply chains caused by labor constraints or an inability to obtain key raw materials,
increased transportation costs or other manufacturing and distribution disruptions; ¢ Failure of third parties on which we rely,
including our suppliers, CMOs eentraetmanufaetarers-, distributors, contractors and other external business partners, to meet
their obligations, which may be caused by their own financial or operational challenges; * Limited ability to access the global
financial market, which could negatively impact our short- term and long- term liquidity; or ¢ Significant changes in the political
environments in the markets in which we manufacture, sell or distribute our products, including lockdowns, import / export
restrictions or other governmental mandates that limit or close operating and manufacturing facilities, restrict travel to perform
necessary business functions or otherwise prevent us or our third- party partners, suppliers or customers from sufficiently
staffing operations, including operations necessary for the production, distribution and sale of our products. Despite our efforts
to manage and limit these impacts, they will likely ultimately be dependent on factors beyond our control, including the duration
and severity of any such outbreak, as well as third- party actions taken to contain its spread and mitigate its effects. A loss of key
personnel or highly skilled employees could disrupt our operations. Our future success depends partly on the continued service
of our highly qualified and well- trained key research, engineering, sales, marketing, manufacturing, executive and
administrative personnel. We face intense competition for these qualified personnel from our competitors and others,
particularly for certain highly technical specialties in geographic areas where we recruit. Due to this intense competition, we
may be unable to continue to attract and retain qualified personnel necessary for the development of our business, or to recruit or
identify suitable replacement personnel. If we are unsuccessful in our recruitment and retention efforts, our business may be
harmed. In addition, if we fail to effectively manage organizational and / or strategic changes, our financial condition, results of
operations and reputation, as well as our ability to successfully attract, motivate and retain key employees, could be harmed. Our
business could be materially adversely affected by labor disputes, strikes or work stoppages. Some of our employees are
members of unions, works councils, trade associations or are otherwise subject to collective bargaining agreements i-eertain
jurisdietions-. As a result, we are subject to the risk of labor disputes, strikes, work stoppages and other labor- relations matters
in certain jurisdictions . We may be unable to negotiate new collective bargaining agreements on similar or more favorable
terms, and we may experience work stoppages, higher ongoing labor costs or other labor problems in the future at our sites. We
may also experience difficulty or delays in implementing changes to our workforce in certain markets. Further, labor- related
issues, including at our suppliers or CMOs, could cause a disruption of our operations , potentially resulting in cancelled
orders by customers or unanticipated inventory accumulatlon or shortages which could have a material adverse effect on
our busmess ﬁnanc1a1 condition and results of operatlons y antieipa

atrd i Economlc Market and F 1nan01al RlSkS We have
substant1a1 1ndebtedness We had approx1mately $ 5—4 8—3 billion of outstandmg indebtedness at December 31, 2623-2024 .
significant amount of our cash flows from operations is dedicated to servicing this indebtedness and will not be available for
other purposes, including our operating, investing or financing needs. Our ability to make scheduled payments or to refinance
our debt obligations depends on our financial condition and operating performance, which are subject to prevailing economic
and competitive conditions, and to certain financial, business, legislative, regulatory or other factors beyond our control. If our
cash flows and capital resources are insufficient to fund our debt service obligations, or we are unable to access capital markets
for additional financing on terms acceptable to us, we may be forced to reduce or delay investments and capital expenditures,
sell assets, seek additional debt or equity financing or seek to restructure or refinance our indebtedness. These alternative
measures may not be successful and may not permit us to meet our scheduled debt service obligations. In such event, we may
not be able to execute any such measures on commercially reasonable terms or at all and, even if successful, could still face
substantial liquidity problems and might be required to sell material assets or operations to attempt to meet our debt service and
other obligations. Further, our debt instruments may restrict our ability to dispose of assets , and-may-restrietthe use of proceeds
from those dispositions and / or may-alse-restriet-our ability to raise debt or equity financing to be used to repay other
indebtedness when it becomes due. We may not be able to consummate those dispositions or to obtain proceeds in an amount
sufficient to meet any debt service obligations when due. In addition, repayment of our indebtedness will depend on the
generation of cash flow by our subsidiaries, including certain international subsidiaries, and their ability to make such cash
available to us, by dividend, debt repayment or otherwise. Our subsidiaries may not be able to, or may not be permitted to, make
adequate distributions to enable us to make required debt repayments. Each subsidiary is a distinct legal entity and, under certain
circumstances, legal, tax and contractual restrictions may limit our ability to obtain cash from them. In the event we are not able
to receive distributions from our subsidiaries, we may be unable to make requlred pr1n01pal and 1nterest payments on our
1ndebtedness Our ; Aag q W W :

7 as-plann 8 -eur-high level of 1ndebtedness could have other
important consequences, mcludmg * limiting our ability to obtain additional ﬁnancmg to fund future working capital, capital
expenditures, business development or other general corporate requirements; ¢ increasing our vulnerability to general adverse



economic and industry conditions; « making us more highly leveraged than some of our competitors, which may place us at a
competitive disadvantage; © restricting us from making strategic acquisitions, engaging in development activities or exploiting
business opportunities; and ¢ limiting our flexibility in planning for and reacting to changes in the animal health industry. Our
debt agreements contain restrictions that will limit our flexibility in operating our business. Our credit facilities contain, and any
other existing or future indebtedness of ours would likely contain, a number of covenants that impose significant operating and
financial restrictions on us, including restrictions on our ability to, among other things: * incur additional debt, guarantee
indebtedness or issue certain preferred shares; ¢ prepay, redeem or repurchase certain debt; ¢ pay dividends on or make
distributions in respect of, or repurchase or redeem, our capital stock or make other restricted payments; * make loans or certain
investments; ¢ sell certain assets; ¢ create liens on certain assets; * consolidate, merge, sell or otherwise dispose of all or
substantially all of our assets; ¢ enter into certain transactions with our affiliates; and ¢ substantially alter the businesses we
conduct. In addition, certain of our credit facilities require us to comply with a net total leverage ratio and a minimum fixed
charge coverage ratio under certain circumstances (see Note 8. Debt to the consolidated financial statements for further
discussion and descriptions of debt covenants). As a result of these covenants, we are limited in the manner in which we
conduct our business, and we may be unable to engage in favorable business activities or finance future operations or capital
needs. A failure to comply with the covenants under the indenture that governs the senior unsecured notes and credit facilities,
or any of our other existing or future indebtedness could result in an event of default, which, if not cured or waived, could have a
material adverse effect on our business, financial condition and results of operations. In the-event-efan event of default under
our credit facilities, it is expected that the lenders: * will not be required to lend any additional amounts to us; * could elect to
declare all borrowings outstanding, together with accrued and unpaid interest and fees, to be due and payable and terminate all
commitments to extend further credit; * could require us to apply all of our available cash to repay these borrowings; or ¢ could
effectively prevent us from making debt service payments on the-our senior unsecured notes (due to a cash sweep feature).
Such actions by the lenders could cause cross defaults under our other indebtedness, including our senior unsecured notes. If we
were unable to cure any covenant noncompliance, the lenders under our credit facilities and any of our other existing or future
secured indebtedness could proceed against the collateral granted to them to secure our credit facilities or such other
indebtedness. We have pledged a significant portion of our assets as collateral under our credit facilities. Changes in our credit
ratings could increase our interest expense and restrict our access to, and negatively impact the terms of, current or future
financings or trade credit. Credit rating agencies continually revise their ratings for the companies they follow, including us.
Credit rating agencies also evaluate our industry as a whole and may change their credit ratings for us based on their overall
view of our industry. We cannot be sure that credit rating agencies will maintain their ratings for us or for certain of our debt.
The substantial indebtedness we incurred related to our acquisition of Bayer Animal Health had a negative impact on our
credit ratings, leading to higher borrowing expenses. Additionally, S & P, Moody' s and Fitch downgraded our credit ratings in
February; Mareh-and-Aprit2023 srespeetively-. Because the ratings of certain of our senior unsecured notes swere-have been
downgraded, we have been required to pay additional interest under these senior unsecured notes. Any further downgrades
could result in requirements to pay additional interest under the 4. 900 % Senior Notes due 2028. Moreover, any decision to
downgrade our ratings could restrict our access to, and negatively impact the terms of, current or future financings and trade
credit extended by our suppliers of raw materials or other vendors. Changes in interest rates may adversely affect our earnings
and / or cash flows. Certain of our credit facilities bear variable interest at the Term SOFR reference rate. Term SOFR measures
the cost of borrowing cash overnight, collateralized by U S. Treasury securltles and is based on d1rectly observable U. S.
Treasury- backed repurchase transactions. Qur We-a g : 3 velof-variable-
rate indebtedness is exposed ;-an he risk of rising an-inerease
irboth-eur-interest rates e*peﬂse—aﬂd—eash—pa-td—fer—mtefest— Addltlonally, the 1ncreased 1nterest rate environment, particularly
for long- term treasury rates, played a critical role in the goodwill impairment charge we recorded during-in 2023. Anyfurther
inereases-Increases in Term SOFR or other benchmark rates, including long- term treasury rates, would expose us to additional
interest rate risk, additional expense and the potential for additional future impairments. We are also exposed to the risk of rising
interest rates to the extent we fund our operations with short- term or variable- rate borrowings. See Part II, Item 7A.
Quantitative and Qualitative Biselesure-Disclosures About Market Risk for further discussion around our exposure to changes
in interest rates. We may be required to write down goodwill or identifiable intangible assets. At December 31, 2623-2024 , the
net carrying value of e#r-goodwill and other indefinite- lived intangible assets on our consolidated balance sheet was § 5-4 , 894
414 million and $ 347291 million, respectively. Other indefinite- lived intangible assets primarily consist of in- process R & D
(IPR & D) projects acquired as a part of past business combinations. Under accounting principles generally accepted in the
United States (GAAP), we are required to annually assess our goodwill and other indefinite- lived assets for impairment, and
more frequently whenever events or changes in circumstances indicate an impairment may have occurred. Determining whether
an impairment exists or may have occurred, and the amount of the potential impairment, involves qualitative criteria and
quantitative data based on management’ s estimates and assumptions, which require significant judgment and could change
given a change in circumstances, future events or as new information becomes available. Due principally to the sharp increase in
long- term treasury rates in the-third-quarter-of-2023, which led to an increased discount rate assumption relative to prior

assessments, we recorded a $ 1 042 m11110n pre tax 1mpa1rment charge While-we-believe-the-estimates-and-assumptions

in our discount rate assumption, whether drrven by increases in long- term treasury rates or other factors or future changes in
other significant assumptions or the use of alternative estimates and assumptions, could expose us to further goodwill
impairment losses. Any impairment of goodwill or other indefinite- lived intangible assets could have a material adverse effect
on our results of operations in the period (s) when recognized. We rely on third parties to provide us with products and materials



and are subject to increased material costs and potential disruptions in supply. Feed, fuel, transportation and other key costs for
farm animal producers may continue to increase, or animal - derived protein prices or sales may decrease. Either of these trends
could cause deterioration in the financial condition of our farm animal product customers, potentially inhibiting their ability to
purchase our products or pay us for products delivered. Our farm animal product customers may offset rising costs by reducing
spending on our products, including by switching to lower- cost alternatives. In addition, concerns about the financial resources
of pet owners could cause veterinarians to alter their treatment recommendations in favor of lower- cost alternatives to our
products, which could result in a decrease in sales of our pet health products, especially in develeped-countries with swhere-there
are-higher rates of pet ownership. Rising costs or reduced income for our customers could have a material adverse effect on our
business, financial condition and results of operations. We also rely on third parties to source many of our raw materials and to
manufacture products that we distribute. Principal materials used in our manufacturing operations for key brands are typically
available from more than one source; however, in certain instances we obtain raw or intermediate materials from a single
source. We generally seek to develop an appropriate inventory strategy to fill market demand until an alternative source of
supply can be implemented, in the event a supplier becomes unable to provide the required materials or product. However,
various developments have led, and may in the future lead, to interruption or shortages in supply (for example, with-eattde
wvaeetnes-the financial difficulties experienced in 2623-2024 by our contract manufacturing supply partner, TriRx Speke.
See" Item 1. Business — Manufacturing and Supply Chain" for further information ) until we establish new sources,
implement alternative processes, bring new manufacturing facilities online or pause or discontinue product sales in one or more
markets. Additionally, we have and may continue to experience cost increases for certain raw materials or other components
required to manufacture our products due to increased shipping costs and other inflationary pressures. This may have a material
adverse impact on our financial results if we cannot pass on such increases to our customers. Further, the unavailability or
delivery delays of raw materials has affected and could continue to affect our ability to ship the related products timely, more
severely 1mpact1ng hlgh Volume or hlgh margln products Our -Sigﬁrﬁe&ﬂt—peft-teﬂs—ef—eufoperatlons af&eeﬂéueted—l—n—feretgn
: o S and-are subject to the economic, political,
legal and busmess environments of the countries in which we do busmess Our -rﬁtemaﬁeﬂa-l—operatlons could be limited or
disrupted by any of the following: * volatility in the-international-financial markets; « compliance with governmental controls
and sanctions ; * difficulties enforcing contractual and intellectual property rights given variability in the laws of
individual countries and their respective practices with respect to enforcement of contractual and intellectual property
rights; ¢ parallel trade in our products (importation of our products from EU countries where our products are sold at lower
prices into EU countries where the products are sold at higher prices); « compliance with a wide variety of laws and regulations,
such as the U. S. Foreign Corrupt Practices Act (the FCPA) and similar non- U. S. laws and regulations; ¢ compliance with
foretgn-labor laws; « compliance with local, regional and global restrictions on banking and commercial activities in emerging
markets; ¢ burdens to comply with multiple and potentially conflicting foreign laws and regulations, including those relating to
EHS requirements and those in emerging markets; ¢ changes in laws, regulations, government controls or enforcement practices
with respect to our business and the businesses of our customers, including the imposition of limits on our profitability; ¢
political and social instability, including crime, civil disturbance, terrorist activities and armed conflicts sueh-as-the-Russia-
Bkraine-eonfliet-and the related government and other entity responses; * trade restrictions and restrictions on direct investments
by foreign entities, including restrictions administered by the Office of Foreign Assets Control of the U. S. Department of the
Treasury and the EU, in relation to our products or the products of farmers and other customers; ¢ government limitations on
foreign ownership; ¢ government takeover or nationalization of business; * changes in tax laws and tariffs; ¢« imposition of anti-
dumping and countervailing duties or other trade- related sanctions; ¢ costs and difficulties and compliance risks in staffing,
managing and monitoring international operations, including in the use of overseas third- party goods and service providers; ®
corruption risk inherent in business arrangements and regulatory contacts with foreign government entities; ¢ longer payment
cycles in certain foreign countries and increased exposure to counterparty risk; and « additional limitations on transferring
personal information between countries or other restrictions on the processing of personal information. In addition, international
transactions may involve increased financial and legal risks due to differing legal systems and customs, as well as restrictions
and sanctions that may be imposed on one or more jurisdiettons— jurisdiction . Compliance with these requirements may
prohibit the import or export of certain products and technologies or may require us to obtain a license before importing or
exporting certain products or technologies. A failure to comply with any of these laws, regulations or requirements could result
in civil or criminal legal proceedings, monetary or non- monetary penalties, or both, disruptions to our business, limitations on
our ability to import and export products and damage to our reputation. In addition, variations in the pricing of our products
between jurisdictions may result in the unauthorized importation or unauthorized re- importation of our products between
jurisdictions and may also result in the imposition of anti- dumping and countervailing duties or other trade- related sanctions.
While the impact of these factors is difficult to predict, any of them could materially adversely affect our business, financial
condition and results of operations. Further, changes in any of these laws, regulations or requirements, or the political
environment in a particular country, may affect our ability to engage in business transactions in certain markets, including
investment, procurement and repatriation of earnings. Our results of operations may be adversely affected by foreign currency
exchange rate fluctuations. We operate on a global basis and are exposed to the risk that our earnings, cash flows and equity
could be adversely impacted by fluctuations in foreign exchange rates. Because our results are reported in U. S. dollars, we are
exposed to foreign currency exchange risk, as the functional currency financial statements of non- U. S. subsidiaries are
translated to U. S. dollars for reporting purposes. We are primarily exposed to foreign exchange risk with respect to net assets
denominated in the Euro, British pound, Swiss franc, Brazilian real, Australian dollar, Japanese yen, Canadian dollar and
Chinese yuan. To the extent revenue and expense transactions are not denominated in the functional currency, we are also
subject to the risk of transaction losses. Given the volatility of exchange rates and despite the mitigating impact of foreign




currency forward or option derivative contracts we enter into to reduce the effect of fluctuating currency exchange rates, there is
no guarantee we will be able to effectively manage currency transaction and / or translation risks, which could adversely affect
our results of operations. See Part II, Item 7A. Quantitative and Qualitative Piselostre-Disclosures About Market Risk for
further discussion around our exposure to potential changes in foreign currency exchange rates. We have underfunded pension
plan liabilities. We will require current and future operating cash flew-flows to fund these shortfalls, reducing the cash available
for other uses. We have certain defined benefit pen%lon plan@ predomlnantly in Germany and SW1tzelland—t-hat—&fe—ett-hef

ﬁnanClal statements for addltlonal discussion around our defined benefit plani) The funded status and net penodlc pension cost
for these plans 1s-can be materially affected by the discount rate used to measure pension obligations, the longevity and actuarial
profile of our workforce, the level of plan assets available to fund those obligations and the actual and expected long- term rate
of return on plan assets. Significant changes in investment performance or a change in the portfolio mix of invested assets can
result in corresponding increases and decreases in the valuation of plan assets or in a change in the expected rate of return on
plan assets. As of December 31, 2023-2024 , for pension plans with projected benefit obligations in excess of plan assets, the
projected benefit obligation was $ 343-334 million with plan assets of $ +68-165 million. Any changes in the discount rate could
result in a significant increase or decrease in the valuation of pension obligations, affecting the reported funded status of our
pension plans as well as the net periodic pension cost in the following years. Similarly, changes in the expected or actual return
on plan assets can result in significant changes in the net periodic pension cost in the following years. In the event we need to
make additional cash contributions to these plans, this will divert resources from our operations and may have a material adverse
effect on our business, financial condition and results of operations. We do not anticipate paying dividends on our common
stock in the foreseeable future. We do not anticipate paying any dividends in the foreseeable future on our common stock. We
intend to retain all future earnings for the operation and expansion of our business and the repayment of outstanding debt.
Certain of our credit facilities contain restrictive covenants that impose significant operating and financial restrictions on us,
including restrictions on our ability to pay dividends or to make other restricted payments. As a result, capital appreciation, if
any, of our common stock may be our shareholders' major source of gain for the foreseeable future. While we may change this
policy at some point in the future, we cannot assure you we will make such a change. We could be negatively impacted by
being a target of shareholder activism, causing us to incur significant expense and hinder or disrupt the execution of our business
strategy. While we value constructive input from our investors and regularly engage in dialogue with our shareholders regarding
our business strategy and performance, sharecholder activism, which takes many forms and arises in a variety of situations, has
been increasingly prevalent among publicly traded companies. For example, in 2024 we entered into a cooperation
agreement with an investor, pursuant to which we expanded our board of directors by two seats, added two directors
originally nominated by the investor and agreed to certain other governance matters. [ we become the subject of eertain
new or additional forms of shareholder activism, such as proxy contests or hostile bids, the attention of our management and
our Board of Directors may be diverted from executing our strategy. Such shareholder activism could give rise to perceived
uncertainties as to our future strategy, adversely affect our relationships with business partners and make it more difficult to
attract and retain qualified personnel. Responding to unwanted stockholder activism has resulted in and could aise-in the
future result in substantial costs, including significant legal fees and other expenses. Our stock price could be subject to
qlgnlﬁcant fluctuation or otherwme be adversely affected by the events, risks and uncertainties of any shareholder activism.

ebt&l-ned—We may incur addltlonal tax expense or become iubject to addltlonal tax exposure. We are subject to income taxes in
the U. S. and numerous other jurisdictions. Qurfatare-Future results of operations could be adversely affected by changes in
the-our effective tax rate as a result of a change in the mix of earnings between U. S. and non- U. S. jurisdictions or among



jurisdictions with differing statutory tax rates, changes in our overall profitability, changes in tax laws or treaties or in their
application or interpretation, changes in tax rates, changes in GAAP, changes in the valuation of deferred tax assets and
liabilities, the results of audits and examinations of previously filed tax returns and continuing assessments of our tax exposures.
In connection with the Base Erosion and Profit Shifting (BEPS) Integrated Framework provided by the Organization for
Economic Cooperation and Development (OECD), the OECD has-introduced a framework to implement a global minimum
corporate tax of 15 %, referred to as Pillar Two or the minimum tax directive. Many aspects of the minimum tax directive s
be-went into effeetive—-- effect beginning-in 2024, with certain remaining impacts to be-become cffective beginntng-in 2025.
While it is uncertain whether the U. S. will enact legislation to adopt the minimum tax directive, certain countries in which we
operate have adopted legislation, and other countries are in the process of introducing legislation to implement the minimum tax
directive. Our analysis is ongoing as the OECD continues to release additional guidance and countries implement legislation.
While the adoption of Pillar To-Two did not have a material impact to income taxes in 2024, to the extent additional
changes take place in the countries in which we operate, it is possible these legislative changes and-efforts-may inerease
wreertainty-and-have an adverse impact on our effective tax rates and the amount of income tax we are required to pay . We
are also subject to the examination of our tax returns and other tax matters by the Internal Revenue Service and other tax
authorities and governmental bodies. We regularly assess the likelihood of an adverse outcome resulting from these
examinations to determine the adequacy of our provision for taxes. There can be no assurance as to the outcome of these
examinations. If our effective tax rates were to increase, particularly in the U. S. or other material foreign jurisdictions, or if the
ultimate determination of ewr-taxes owed is greater than fer-amamoeuntinexeess-efamounts previously accrued, our operating
results, cash flows and financial condition could be adversely affected. Legal and Regulatory Compliance Risks Our business is
subject to substantial regulation. As a global company, we are subject to various state, federal and international laws and
regulations, including regulations relating to the development, quality assurance, manufacturing, importation, distribution,
marketing and sale of our products. In addition, our manufacturing facilities, including the manufacturing facilities operated by
our CMOs, are subject to periodic inspections by regulatory agencies. An inspection may report conditions or practices that
indicate possible violations of regulatory requirements. Our failure, or the failure of third parties we rely on, including CMOs, to
comply with applicable regulatory requirements, allegations of such non- compliance or the discovery of previously unknown
problems with a product or manufacturer could result in, among other things, inspection observation notices, warning letters or
similar regulatory correspondence, fines, a partial or total shutdown of production in one or more of our facilities while an
alleged violation is remediated, withdrawals or suspensions of current products from the market and civil or criminal
prosecution, as well as decreased sales as a result of negative publicity and product liability claims. Any one of these
consequences could materially adversely affect our business, financial condition and results of operations. In addition, we will
not be able to market new products unless and until we have obtained all required regulatory approvals or equivalent notices in
each jurisdiction where we plan to market those products. Even after a product reaches market, we may be subject to re- review
and may lose our approvals. For example, pending claims have been asserted in a lawsuit against the FDA' s approval of
Experior, a product launched in 2021. Our failure to obtain approvals, delays in the approval process or our failure to maintain
approvals in any jurisdiction, may prevent us from selling products in that jurisdiction until approval or re- approval is obtained,
if ever. In the EU, the Veterinary Medicinal Products Regulation updated the rules related to the authorization and use of
veterinary medicines effective January 28, 2022. The updated rules limit the use of antibiotics, tighten importation rules and
impose stricter pharmacovigilance standards. This regulation must still be implemented at the member state level and as such,
additional requirements may be adopted by individual member states, which would have the effect of increasing the compliance
requirements for our business in the EU, with resulting costs. If the acceptance and / or adoption of our farm animal
sustainability initiatives do not continue, our future results may be materially impacted. We have made significant progress in
recent years in gaining acceptance of farm animal sustainability products. However, the degree of acceptance for these products
is uncertain, and one or more markets may resist the adoption of new products for the sole purpose of sustainability or in the
absence of government subsidies incentivizing such adoption . As a result, there can be no assurance we will be able to
expand the use of our sustainability products in these or other markets. Increased regulation or decreased governmental financial
support relating to the raising, processing or consumption of farm animals could reduce demand for our farm animal products.
Companies in the farm animal sector are subject to extensive and increasingly stringent regulations. If farm animal producers
are adversely affected by new regulations or changes to existing regulations, they may reduce herd or flock sizes or become less
profitable and, as a result, they may reduce their use of our products, which may materially adversely affect our business,
financial condition and results of operations. Also, many farm animal producers benefit from governmental subsidies, and if
such subsidies were to be reduced or eliminated, these companies may become less profitable and, as a result, may reduce their
use of our farm animal products. More stringent regulation of the farm animal sector, including regarding the use of farm animal
products, could have a material adverse effect on our business, financial condition and results of operations. Tariffs, trade
protection measures or other Modifieatiormodifications of foreign trade policy may harm us et or our farmranimat
produetcustomers. Meaningful €hanges-changes in laws , tariffs , agreements and policies governing foretgr-international
trade in the territories and countries where we and our customers do business could negatively impact saeh-us and our
customers’ businesses and adversely affect our results of operations. A-Significant trade disruptions, or the establishment or
increase of tariffs, trade protection measures or restrictions and / or any retaliatory actions from foreign governments,
could result in lost sales and increased costs. Given the international nature of our supply chain, in certain instances we,
our customers or other key business partners depend on suppliers and service providers based in China, Canada,
Mexico and other foreign jurisdictions. Tariffs, trade protection measures, import or export regulations or other
restrictions imposed or maintained on our current or future products, customers or other key business partners by the
United States, China, Canada, Mexico or other countries could have a material adverse effect on our business, financial



condition and results of operations. Additionally, a number of our customers , including customers of our farm animal
products, rely on zero or minimal duty reduetton-benefits provided by free-trade agreements, such as the U. S.- Mexico-
Canada Agreement or most favored nation (MFN) level duties for trans - Agreement-Atlantic and trans- Pacific trade .
However, there is increasing concern that existing trade partnerships , unilateral duties, retaliation and treatics ean-may be
modified by-domestie-and-foretgngovernments-, which could result in new or increased tariffs or non- tariff barriers to
commerce . Additionally, countries are becoming increasingly protectionist ybeth-in an effort to protect local industries as-wel
as-, to advance other policy objectives or to ensure domestic supply chain continuity for key products, such as medicines and
nutritional feed additives . Finally, as global security deereases-challenges increase , more countries swt-may use sanctions
and export controls as a method to deal with such insecurity, which could result in decreased markets for our products or make
it more costly to supply our customers . \We may incur substantial costs and receive adverse outcomes in litigation, regulatory
investigations and other legal matters. Litigation matters and regulatory investigations, regardless of their merits or ultimate
outcomes, are costly, divert management’ s attention and may materially adversely affect our reputation and the sale of and
demand for our products. We cannot predict with certainty the eventual outcome of pending or future legal matters. An adverse
outcome of litigation or legal matters could result in us being responsible for significant damages. Our business, financial
condition and results of operations could be materially adversely affected by unfavorable results in pending or future litigation,
regulatory investigations and other legal matters including and-the-expense-of defending-againstthent- the cost of their
defense . These matters may include, among other things, allegations of violation of U. S. and / er foreign competition taw-laws
, labor laws, securities laws and regulations, consumer protection laws and environmental laws and regulations, as well as claims
or litigation relating to product liability, intellectual property, securities, breach of contract ane-, tort and tax liabilities . For
example, shareholder class action lawsuits filed against us in 2020 allege, in part, that we and certain of our executives made
materially false and / or misleading statements and / or failed to disclose certain facts about our supply chain, inventory, revenue,
projections and our relationships with third party distributors and revenue attributable to those distributors. A new putative
securities class action was also filed against us in 2024, along with a related shareholder derivative securities claim,
alleging material misstatements or omissions concerning the safety and labeling of Zenrelia and the approval and launch
timelines for Zenrelia and Credelio Quattro along with the breach of fiduciary duties regarding those allegations,
respectively. We are vigorously defending against the claims made in these and other lawsuits; however, the ultimate
resolution cannot be predicted, and the claims raised in these lawsuits may result in further legal matters or actions against us,
including, but not hmlted to, government enforcement actions or addmonal prlvate htlgatlon 5 5 5

regulatlon% to Wthh we are %ubject or in legal %tandards in one or more of the Jllr1§d10t10n§ in Wthh we operate, could increase
our exposure to liability. For example, in the U. S., attempts have been made to allow damages for emotional distress and pain
and suffering in connection with the loss of, or injury to, a pet. If such attempts were successful, our exposure with respect to
product liability claims could increase materially. The actual or purported intellectual property rights of third parties may
negatively affect our business. A third party may sue us, or our distributors or licensors, or otherwise make a claim alleging
infringement or other violation of such third- party’ s patents, trademarks, trade dress, copyrights, trade secrets, domain names
or other intellectual property rights. If our distributors, licensors or we do not prevail in this type of litigation, we may be
required to: ¢ pay monetary damages; ¢ obtain a license in order to continue manufacturing or marketing the affected products,
which may not be available on commercially reasonable terms, or at all; and / or ¢ stop activities, including any commercial
activities, relating to the affected products, which could include a recall of the affected products and / or a cessation of sales in
the future. The costs of defending an intellectual property claim could be substantial and could materially adversely affect our
business, financial condition and results of operations, even if we successfully defend against such claim. Moreover, even if we
believe that we do not infringe a validly existing third- party patent, we may choose to license such patent, which would result in
associated costs and obligations. We may also incur costs in connection with an obligation to indemnify a distributor, licensor or
other third party. The intellectual property positions of animal health medietnres-and-aeeires-businesses frequently involve
complex legal and factual questions, and an issued patent does not guarantee us the right to practice the patented technology or
develop, manufacture or commercialize the patented product. For example, while we generally enter into proprietary
information agreements with our employees and third parties, which assign intellectual property rights to us, these agreements
may not be honored or may not effectively assign intellectual property rights to us under the local laws of some countries or
jurisdictions. We cannot be certain that a competitor or other third party does not have, or will not obtain rights to, intellectual
property that may prevent us from manufacturing, developing or marketing certain efeuproducts, regardless of whether we
believe such intellectual property rights are valid and enforceable or we believe we would otherwise be able to develop a more
commercially successful product, which may materially adversely affect our business, financial condition and results of
operations. If our intellectual property rights are challenged or circumvented, competitors may be able to take advantage of our
R & D efforts or harm the value of our brands. Our long- term success depends on our ability to market innovative and
competitive products. We rely and expect to continue to rely on a combination of intellectual property, including patent,
trademark, trade dress, copyright, trade secret and domain name protection, as well as confidentiality and license agreements
with our employees and others, to protect our intellectual property and proprietary rights. If we fail to obtain and maintain
adequate intellectual property protection, we may not be able to prevent third parties from using our proprietary technologies or



from marketing products that are very similar or identical to ours. Our currently pending or future patent applications may not
result in issued patents, or may not be approved on a timely basis, if at all. Similarly, any term extensions we seek may not be
approved on a timely basis, if at all. In addition, our issued patents, or any patents that may be issued in the future, may not
contain claims sufficiently broad to protect us against third parties with similar technologies or products or provide us with any
competitive advantage, including exclusivity in a particular product area. The validity and scope of our patent claims also may
vary between countries, as individual countries have their own patent laws. For example, some countries only permit the
issuance of patents covering a novel chemical compound itself, and its first use, and thus further methods of use for the same
compound may not be patentable. The validity, enforceability, scope and effective term of patents can be highly uncertain and
often involve complex legal and factual questions and proceedings that vary based on the local law of the relevant jurisdiction.
Our ability to enforce our patents also depends on the laws of individual countries and each country’ s practice with respect to
enforcement of intellectual property rights. Patent protection must be obtained on a jurisdiction- by- jurisdiction basis, and we
only pursue patent protection in countries where we think it makes commercial sense for the given product. In addition, if we
are unable to maintain our existing license agreements or other agreements pursuant to which third parties grant us rights to
intellectual property, including because such agreements terminate, our business, financial condition and results of operations
could be materially adversely affected. Patent law reform in the U. S. and other countries may also weaken our ability to enforce
our patent rlghts or make such enforcement ﬁnanmally unattractlve Such :Phe—Ameﬂea—kweﬂts—Aet-pefmﬁs-enhaﬂeed-t-hﬁd-

; g y hese-reforms could result in increased costs to
protect our 1nte11ectual propeIty or 11m1t our ab111ty to obtain and maintain patent protection for our products in these
jurisdictions. Additionally, eeﬁatn—fefagn—gevefnments—have—md-re&ted-patent reforms may include compulsory licensing that
eompulsery-tHeenses-to-patents-may be granted by governments in the case of national emergencies, which could diminish or
eliminate sales and profits from those regions and materially adversely affect our financial condition and results of operations.
Our trademarks and brands may provide us with a competitive advantage in the market as they may be known or trusted by
consumers. In order to maintain the value of such brands, we must be able to enforce and defend our trademarks. We have
pursued, and will continue to pursue, the registration of trademarks and service marks in the U. S. and internationally; however,
enforcing rights against those who knowingly or unknowingly dilute or infringe our brands can be difficult. Effective trademark,
service mark, trade dress or related protections may not be available in every country in which our products and services are
available. Enforcement is especially difficult in first- to- file countries where “ trademark squatters ” can prevent us from
obtaining adequate protections for our brands. There can be no assurance that the steps we have taken and will take to protect
our proprietary rights in our brands and trademarks will be adequate or that third parties will not infringe, dilute or
misappropriate our brands, trademarks, trade dress or other similar proprietary rights. Many of our products are based on or
incorporate proprietary information. We actively seek to protect our proprietary information, including our trade secrets and
proprietary know- how, by generally requiring our employees, consultants, other advisors and other third parties to execute
proprietary information and confidentiality agreements upon the commencement of their employment, engagement or other
relationship. Despite these efforts and precautions, we may be unable to prevent a third party from copying or otherwise
obtaining and using our trade secrets or ent-other intellectual property without authorization, and legal remedies may not
adequately compensate us for the damages caused by such unauthorized use. Further, others may independently and lawfully
develop substantially similar or identical products that circumvent our intellectual property by means of alternative designs or
processes or otherwise. The illegal distribution and sale by third parties of counterfeit or illegally compounded versions of our
products or of stolen, diverted or relabeled products could have a negative impact on our reputation and business. Third parties
may illegally distribute and sell counterfeit or illegally compounded versions of our products that do not meet the exacting
standards of our development, manufacturing and distribution processes. Counterfeit or illegally compounded medicines pose a
significant risk to animal health and safety because of the conditions under which they are manufactured and the lack of
regulation of their contents. Counterfeit or illegally compounded products are frequently unsafe or ineffective and can be
potentially life- threatening to animals. Our reputation and business could suffer harm as a result of counterfeit or illegally
compounded products which are alleged to be equivalent and / or which are sold under our brand name (s). In addition, products
stolen or unlawfully diverted from inventory, warehouses, plants or while in transit; products which are not properly stored or
which have an expired shelf life; and / or products which have been repackaged or relabeled and sold through unauthorized
channels, could adversely impact animal health and safety, our reputation and our business. In recent years we have expanded
our business more into direct to retailer and e- commerce channels, which may increase the risk of counterfeiting of our
products. Public loss of confidence in the integrity of vaccines and / or pharmaceutical products as a result of counterfeiting,
illegal compounding or theft could have a material adverse effect on our business, financial condition and results of operations.
The misuse or off- label use of our products may harm our reputation or result in financial or other damages. Our products have
been approved for use under specific circumstances for the treatment of certain diseases and conditions in specific species.
There may be increased risk of product liability claims if veterinarians, farm animal producers, pet owners or others attempt to
use our products off- label, including the use of our products in species (including humans) for which they have not been
approved. Furthermore, the use of our products for indications other than those for which our products have been approved may
not be effective, which could harm our reputation and lead to an increased risk of litigation. If we are deemed by a governmental
or regulatory agency to have engaged in the promotion of any of our products for off- label use, such agency could request that
we modify our training or promotional materials and practices, and we could be subject to significant fines and penalties. The
imposition of these sanctions could also affect our reputation and position within the industry. Any of these events could
materially adversely affect our business, financial condition and results of operations. Unanticipated safety, quality or efficacy
concerns or identified concerns associated with our products may harm our reputation and have an adverse impact on our
performance. Unanticipated safety, quality or efficacy concerns arise from time to time with respect to animal health products,




whether or not scientifically or clinically supported, potentially leading to product recalls, withdrawals or suspended or declining
sales, as well as product liability and other claims. Regulatory actions based on these types of safety, quality or efficacy
concerns could impact all, or a significant portion, of a product” s sales. For example, in May 2024 the EMA' s CVMP
recommended suspending the marketing authorization for our Kexxtone ™ product for cattle, with the VMD (U. K.)
similarly following this recommendation in July. Since this time we have been working on corrective measures to regain
market authorization in these jurisdictions; however, we have not yet done so, and will be unable to sell Kexxtone again
in these markets until we do. Additionally, lawsuits seeking actual damages, injunctive relief and / or restitution for allegedly
deceptive marketing were have-beer-filed against us arising out of the use of Seresto, a non- prescription flea and tick collar for
cats and dogs, based on media reports alleging that the collar has-caused injury and death to pets. In Sinee-thattime;onduly13;
2023, the EPA announced the completion of its comprehensive, multi- year review of the Seresto flea and tick collar and
confirmed the continued registration of the collar. However, if any similar claims with respect to our products are resolved
adversely to us, or if a regulatory agency determines that a recall or cancellation of registrations of any of our products is
necessary, such action could cause harm to our reputation, reduce our product sales, result in monetary penalties and other costly
remedies against us, and could therefore have a material adverse effect on our business, financial condition and results of
operations. We also fradditten;swe-depend on positive perceptions of the safety, quality and efficacy of our products, and
animal health products in general, by food producers, veterinarians and pet owners. Any concern as to the safety, quality or
efficacy of our products, whether actual or perceived, may harm our reputation. These concerns rineluding-theserelatingto
Seresto;-and the related harm to our reputation could materially adversely affect our business, financial condition and results of
operations, regardless of whether such reports are accurate. Our insurance policies may be insufficient to protect against all
potential hazards or litigation claims. We rely on a combination of insurance and self- insurance, and changes in predictions,
assumptions and interpretations could affect our operations. Insurance policies include limits and may be insufficient to protect
against all potential hazards and risks or litigation claims. Our product liability insurance policy may not fully cover our
potential liabilities. In addition, we may determine that we should increase our coverage, and this insurance may be
prohibitively expensive to us et our collaborators or eur licensees and may not fully cover our potential liabilities. Breaches of
our IT infermatienteehnotogy-systems or improper disclosure of confidential company or personal data, or a failure to comply
with privacy laws, regulations and our contractual obligations concerning data privacy or the security of certain information,
could have a material adverse effect on our reputation and operations. We rely on IT infermatienrteehnotogy-systems to process,
transmit and store electronic information in our day- to- day operations, including customer, employee and company data. The
secure processing, maintenance and transmission of this information is critical to our operations. In addition, the legal
environment surrounding information security, storage, use, processing, transmission, maintenance, disclosure and privacy is
demanding with the frequent imposition of new and changing regulatory requirements. We store, process s-and transmit certain
information with third parties, including the use of cloud technologies. Our information systems and those of our third- party
vendors are subjeeted—- subject to computer viruses or other malicious codes, unauthorized access attempts, phishing and other
cyber- attacks and are also vulnerable to improper or inadvertent staff behavior and an increasing threat of continually
evolving cybersecurity risks and-externat-hazards-, as-well-asimproper-orinadvertent staff- behavior-including through the use
of rapidly evolving Al technology to identify and exploit vulnerabilities . Any potential cyber breach could result in the
unauthorized access, public disclosure, loss or theft of confidential data, or unauthorized access to, disruption of or interference
with our operations that rely on information systems. Such breach ean-could also have negative consequences, such as increased
costs for security measures or remediation costs, and diversion of management attention (see Item 1C. Cybersecurity for further
discussion of our risk management, strategy and governance policies and procedures related to cybersecurity). We are
increasingly dependent on our IT tnfermatien-teehnotogy-systems as many of our office workers who work partially or
primarily remotely, rely on third- party applications to perform their job duties and are processing information through our
network via their home networks, which may be less secure. As such, our ability to effectively manage our business depends on
the security, reliability and adequacy of our technology systems and data and the ability of our employees to follow our
cybersecurity policies and protocols. Any actual or perceived access, disclosure or other loss of information or any significant
breakdown, intrusion, interruption, cyber- attack or corruption of customer, employee or company data, or our failure to comply
with federal, state, local and foreign privacy laws or contractual obligations with customers, vendors, payment processors and
other third parties, could result in legal claims or proceedings, liability under laws or contracts that protect the privacy of
personal information, regulatory penalties, disruption of our operations and damage to our reputation, all of which could
materially adversely affect our business, financial condition and results of operations. While we will continue to implement
additional protective measures to reduce the risk of and detect cyber- incidents, cyber- attacks are becoming more sophisticated
and frequent, and the techniques used in such attacks change rapidly. Our protective measures may not protect us against attacks
, and such attacks could have a significant impact on our business and reputation. The costs imposed on us as a result of a cyber-
attack or network disruption could be significant. Among others, such costs could include increased expenditures on
cybersecurity measures, litigation, regulatory investigations, fines and sanctions, lost revenues from business interruption,
damage to our reputation and public perception and significant remediation costs. As a result, a cyber- attack or network
disruption could have a material adverse effect on our business, financial condition and results of operations. We are subject to
complex EHS laws and regulations. We are subject to various federal, state, local and foreign EHS laws and regulations. These
laws and regulations govern matters such as the emission and discharge of hazardous materials into the ground, air or water; the
generation, use, storage, handling, treatment, packaging, transportation, exposure to and disposal of hazardous and biological
materials, including recordkeeping, reporting and registration requirements; and the health and safety of our employees. Due to
our operations, these laws and regulations also require us to obtain s-and comply with, permits, registrations or other
authorizations issued by governmental authorities. These authorities can modify or revoke our permits, registrations or other



authorizations and can enforce compliance through fines and injunctions. Given the nature of our business, we have incurred,
are currently incurring and may in the future incur liabilities for the investigation and remediation of contaminated land under
the U. S. Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended, or under other federal,
state, local and foreign environmental cleanup laws, with respect to our current or former sites, adjacent or nearby third- party
sites or offsite disposal locations. We could be subject to liability for the investigation and remediation of legacy environmental
contamination caused by historical industrial activity at sites we own or on which we operate. The costs associated with future
cleanup activities that we may be required to conduct or finance could be material. Additionally, we may become liable to third
parties for damages, including for personal injury, property damage and natural resource damages, resulting from the disposal or
release of hazardous mdterlals 1nt0 the environment. Such ]1c1b111ty could mdtenally adv elsely affect our busmess flllancml

comply with the EHS ldW dnd regulations to Wthh we are subjeet 1mlud1ng any permits issued thereunder may result in
environmental remediation costs, loss of permits, fines, penalties or other adverse governmental or private actions, including
regulatory or judicial orders enjoining or curtailing operations or requiring corrective measures, installation of pollution control
equipment or remedial measures. We could also be held liable for any and all consequences arising out of human exposure to
hazardous materials, environmental damage or significant EHS envirenmentalhealth-and-safety-issues that might arise at a
manufacturing or R & D facility. Environmental laws and regulations are complex, change frequently, have tended to become
more stringent and stringently enforced over time and may be subject to new interpretation. It is possible that our costs of
complying with current and future EHS laws, and our liabilities arising from past or future releases of, or exposure to, hazardous
materials could materially adversely affect our business, financial condition and results of operations. We may be unable to
achieve our goals and aspirations set forth in our ESG report (s), particularly with respect to the reduction of
greenhouse gas (GHG) emissions, or otherwise meet the expectations of our stakeholders with respect to ESG matters.
Regulatory agencies have shown concern over the impact of animal health products and farm animal operations on the
environment. This regulatory scrutiny has in the past and may in the future necessitate that additional time and
resources be spent to address these concerns in both new and existing products. Additionally, there has been a focus
from our shareholders, as well as regulatory authorities both within the U. S. and internationally, on ESG practices and
disclosures, including expanding mandatory and voluntary reporting of GHG emissions and other sustainability metrics,
such as waste reduction, use of natural resources including energy, human capital and risk oversight. We have
announced certain aspirations and goals related to ESG matters, such as our intention to reduce certain GHG emissions
over time. Achievement of these aspirations, plans and goals is subject to numerous risks and uncertainties, many of
which are outside of our control. It is possible we may be unsuccessful in the achievement of our ESG goals, on a timely
basis or at all, or that the costs to achieve our goals become prohibitively expensive. Further, some jurisdictions have
adopted laws and other regulations that may subject companies operating in those jurisdictions to legal liability for
failing to meet published goals. At the same time, our stakeholders have evolving, varied and sometimes conflicting
expectations regarding many aspects of our business, including our operations and ESG- related matters. If we fail or
are perceived to fail, in any number of ESG matters, such as environmental stewardship, IDEA, good corporate
governance, workplace conduct and support for local communities, or to effectively respond to changes in, or new, legal,
regulatory or reporting requirements concerning climate change or other sustainability concerns, we may be subject to
regulatory fines and penalties, and our reputation may suffer.



