Confidential

PRODUCT PRICING AGREEMENT
(Sole Souree)

THIS AGREEMENT is by and between the County of San Mateo throngh the San Mateo Medical

Center (the “Hospital), located at 222 W, 39% Avenue, San Mateo, CA 94403 facsimile nmmber 650 573 2267,
and HOWMEDICA OSTEONICS CORP., a New Jetsey corporation (hersinafter referred to as "Stryker
Orthopaedics”) with a place of business at 325 Corporate Drive, Makwah, NI 07430 facsinile mber 630-345-

0481.

WHEREAS, Stryker Orthopaedics is engaged in designing, manufactoring, selling and distributing

corthopaedic products; and

WHEREAS, Hospital wishes to receive from Stryker Orthopaedics a5 3 consignee and to sell the

orthopaedic products as provided herein; and

WHEREAS, Stryker Orthopaedics has offered certain price concessions and terms requestod by Hospital,

in consideration for certain agsurances concetning volume and/or market share, term of agreement, payment
terms, and other matiers;

NOW, THEREFORE, the parties hereby agree as follows:

Definitions - For purposes of this Agreement the term “Product” means all products and other items listed
in the Stryker Orthopaedics” Product Catalogne(s) dated September 1,2000/2010 (a copy of which has
previously been provided to Hospital).

Term - The initial term of this Agreement (the “Initial Term™) shall commence on September 1, 2010 and
continme through August 31, 2013 (the “Bspiration of the Initial Term™). The Hospital and Steyker
Orthopaedics may renew this Agreement afier the Tnitial Term for such renewal periods as may be
mutually agreeable. The Hospital and Stryker Orthopeedics agree to bogin negotigtions to renew the
Initial Term or any renewal term a minimmm of 120 days in advance of expiration of the Initial Term or
the expiration of any renewal term, Tn the event that the laitial Term or any renewal term expires before a
new agreement ig reached all Products will be billed at the expired agreement’s prices plus 5% until a new
pricing agresment is fully executed, not to exceed one year, The Initial Term and any rencwal terms are
reforred to herein as the “Term.” The Hospital and Stryker are under no obligation to enter into any
ronewal term,

Consignment - Product shall be consigned to Hospital as foltows:

(8) Steyker Orthopaedics shall consign to Hospital such quantities of Product as Hogpital and. Stryleer
Orthopaedics shall mutually agres upon (collectively “Consigned Inventory as Yisted in Exhibit B”),

(b} All Consigned Inventory shall remain the property of Stryker Orthopaedics until withdrawn and
purchased by Hospital as herein provided; bowever, Hospital accepts all risk of loss and fill
respongibility for the condition of, any shortages it and the payment for all Consigned Inventory which
may be used, opened, lost, or damaged. Hospital shall use reasonable efforis to () identify all Consigned
Inventory ag being the property of Strylker Orthopacdics, (i) separate Consigned Inventory from other
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property of Hospital, and (fii) maintain complete and accurate secords concerning the Consigned
Inventory.

(c) Hospital shall purchase items.of Consigned Inventory as determined by Hospital, Within two (2)
days of Hospital’s withdrawal from consignment of any Consigned Inventory, Hospital shall issue to
Stryker Orthopaedicy a hard copy of a purchase order for such items, As Products are withdrawn from
the Consigned Inventory, titls shall pass to Hospital. A Purchase Order must be submitted within 48 hours
after the Product has been used. This will help to assure Product availability, Implants that are opened
but not used will be discounted by 50% of the list price at the time of order,

(d) Hospital must provide appropriate space to store and safeguard the Products. If the hospital can not
provide such space the products will be delivered on a case by case basis with a contier charge of $24.00
pet procedure, which will cover the detivery and pick up expense.

(e) In considetation. for the services and Products provided by Stryker Orthopaedics in accordance with
all terms, conditions and specifications set forth herein and in exhibits A and B, County shall make
payment to Stryker Orthopaedics based on the rates asd in the manner specified herein. In no event shall
the Hospital’s total fiscal ohligation vwnder this Agreement exceed ONE MILLION FIVE HUNDRED
THOUSAND DOLLARS {$1,500,000),

. Instrymentation - Stryker Orthopaedics shall provide its orthopaedic surgical instraments

(“Instrumentation™) to Hospital as follows:
(a) The quantity of Instromentation shall be as mutually agreed to by Hospital and Stryker Orthopaedics,

(b) Hospital shall have no ownership interest in the Instrumentation; however, Hospital is respongible for
maintaining the Instrumentation in good condition and for using reasonghle care in its handling and
gtorage. Hospital shall be responsible for any loss of or damage to the Instrumentation and will be billed
50% of the Stryker Orthopaedies” list price in effect at the time of loss or damage. Disposable instruments
shall be billed at 50% off list price in effect at time of order. Upon expiration or termination of this
Agreement, Instrumentation shall be reraoved from Hospital and retumed to Stryker Orthopaedics at
Stryker Orthopasdics’ expense.

(¢) Instrumentation shall bs provided by Stryker Orthopaedics on a loaned or consigned basis at no
additional cost or expense to Hospital except as noted in the preceding paragraph . The Instramentation
provided is restricted for use with the Products only and is rot separately reimbursable and has no
independent value.

. Educational Support - Stryker Orthopaedics shall provide to Hospital, at no additional expense or cost to

Hospital, relevant surgical techniques, product information and other educational information (as
generally made available by Steyker Orthopacdics) which are useful in connection with the proper use of
the Produets.

. Drices for fhe Products - Purchase prices for the Products during the Term of this Agreement shall be

based on Stryker Orthopaedics price list in effect af the date of order of gach Product, less discoun(s
offered on Exhibit A, or subject to the CAP pricing indicated on Exhibit A. Discount or CAP pricing
will remain in effect contingent upon Hospital’s compliance with all of the terms set fogth in Sections 3,
4,7, 8, 11, and 14 (the “Pricing Basis Sections™) , and compliance with all terms listed on Exhibit A. In
the event Hospital does not comply with all of the terms of the Pricing Basis Sections and the terms listed
on Exhibit A, pricing for the Products shall immediately (from the date of non-comphiance) revert to the
Stryker Orthopaedics’ price list in effect at the time of such non-compliance, and Hospital agrees to pay

2



in accordanes with that price list. i and when Stryker Orthopaedics confirms compliance with all of the
terms of the Pricing Basis Sections and the terms listed on Exhibit A, then during the period of such
compliance, pricing shall again be as set forth on Exhibit A, increased by an amonnt equal to the annual
Company increase for that year (not to excecd 3%) as provided in written notice to Hospital by Stryker
Orthopaedics.

. Sole Source Contraet Compliance- Hospital has agreed that it will purchase from Stryker Orthopasdics

during each year of the Term of this Agreement ninety percent (90%) (“Sole Source Compliance
Commitment Level”) of Hospital’s total needs for implant products which are the same or similar to the
cutrent implant Products, and for all technology, instrumentation, and services that could reasonably be
deemed to be clinically efficacious substitutes for current implant Products, Hospital agrees that it will not
reduce ils purchases from Stryker Orthopagdics below the Sole Source Compliance Commitment level
unless it can demonsrate a material, substantiated deficiency in the Stryker Orthopacdics implant
products, technology, instramentation or services, which is provided in writing to Stryker Orthopasdics
within ten days from the date Hospital becomes aware that such a deficiency fails to meet Hospital’s
critical clinical efficacy requirements. Hospital’s total needs for implant prodacts which are the same or
similar to the current implant Products and for all technology, instramentation and services that could
reasongbly be deemed to be clinically efficacious substitutes for implant Products will be made on the
basis of total dollars spent in the relevant year by Hospital to afl vendors of relevant substitetes.
Notwithstanding the ten day notice period listed in this paragraph, Hospital does not waive its right to
terminate this agreement for good cause as defined in Clanse 14 of this Agrecment

. Shipment and Delivery - All Products purchased hereunder shall be shipped F.0.B. Stryker Orthopasdics’

facility, freight prepaid; a shipping/handling fee in the amount of $25 per shipment during the first year of
the Term shall be added. Shipping foes dwring subsequenit years will be negotiated prior fo the ainiversary
date and adjusted accordingly to compensate Stryker Orthopaedics for the costs of shipment and handling,
Additionally, Hospital agress to pay a spevial shipping fee of $50 for any elective procedures performed
with less than 48 hours notice which require use of a contier or for any rush delivery requirement,

. lnvoices/Payments/ Repotting, Audit - Upon shipment {or in the case of Consigned Inventory, upon

receipt of Hogpital’s purchase order-required within 48 hours after use) Stryker Orthopaedics shall submit
to Hospital an invoice for such Product. Invoices shall be paid by Hospital net thirty (30) days, inclusive
of all shipping and handling fees. If Hospital does not dispute s invoice within fifieen (15) days of
receipt of same, the invoice will be deeimed to have been approved by Hospital, Stryker Orthopaedics, as
supplier, hereby informs Hospital, as buyer, of Hospital’s obligation to make roquired reports (including
reporting on ned prices paid for items supplied hereunder) under the Federal Medicare and Medicaid Ani-
Kickback Statute and the rogulations thercunder (42 CFR Part 1001, (952h)).

Hospital agrees that its representatives will meet with representatives of Stryker Orthopaedics at least
semi-annually during the Term, to review (i) volume, market share and ciher conditions on which pricing
under this Agresment is predicated; (&) payment records reflecting timeliness and amownts paid to Stryker
Orthopaedics under all provisions of this Agreement; (iii) aggregated and blinded payment records
reflecting purchases from and payments to other vendors of orthopaedic products similar to or the same as
the Products; (iv) purchase order information; and (v) all other naterial aspects of the partics’
performance under this Agrecment. Hospital will provide accurate and complete data to Stryleer
Orthopaedics as reasonably requested by Stryker Orthopacdics to permit Stryker Orthopaedics to verify
the basis for discount pricing to Hospftal.

Stryker Orthopaedics reserves the right to physically inventory the consignment during business hours
upon 24 hours notice to Hospital. In the event that Stryker Orfhopaedics® audit of the Consigned
Inventory at the Hospital concludes thal inventory is missing, Hospital agrees that it shall pay to Stryker
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10.

Orthopaedics any monies which are due and owing based on the missing inventory. I the event that
Stryker Orthopaedics” andft of the Consigred Inventory at the Hospital concludes that a surplus exists,
Stryker Orthopacdics agrecs that it shall either eredit Hospital for any monies which have been overpaid
based on said surplus or allow Hospital to return to Stryker Orihopaedics the swrplus inventory, Hospital
and Stryker Orthopasdics agree fo meet within fifleen (15) days after an audit of the inventory has been
taken by Stryker Orthopaedics, to resolve whether a surplus or a shortfall exisis,

Watranty - Stryker Orthopaedics warrants that each Product, upon shipment from Stryker Orthopaedics,
meets Stryker Orthopasdics’ design and manufacturing specifications and, if labeled as sterile, meets
Siryker Orthopaedics” specifications for sterilization. Due to the numerous factors involved in the
shipment and delivery of the Produet, the implantation of the Product, incloding surgical technique and
operative conditions, as welt as internal and external binlogical and biomechanical considerations relevant
to the recipient, except as set forth in the immediately preceding sentence, Siryker Orthopaedics hereby
expressly disclaims any and all express or implied warranties regarding the Products and the
Instrumentation including, but siot limited to, merchantability and fitness for a particular purpose.
Warranties for Stryker Orthopaedics Products, and Himitation on warrantics, are contained in the Product
literature. In no instance will Stryker Orthopaedics be liable for incidental or consequential damages.

11, Lisbility. Siryker Orthopaedics agrees to indemnify and hold harmless Hospital from any liabitity and/or

12,

13.

damages which Hospital or its patients may suffer directly as a result of a defect in workmanship or
design of the Prodnets, Consigned Inventory or Instrumentation. This indemnification applies only if the
instructions outlined in the labeling, manual, and/or insiructions for use are followed, This
indemmification does not apply to liability arising from: (i} an injury due to the negligence of any person
other than an employee or agent of Stryker Orthopaedics; (if) the failure of any person other than an
employee ot agent of Siryker Orthopaedics to follow any instructions for use of the Produet, Consigned
fnventory or Instrumentation; or (fif) the use of any product not purchased from Stryker Orthopaedics, or
Product, Consigned Inventory or Insteumentation that has been modified, altered, reprocessed, or repaired
by any person other than an employee of agent of Stryker Orthopaedics. Stryker Orthopaedics is not
responsible for any losses or injuries arising from the selection, manufaciure, installation, operation,
congdition, possession or use of the Products, Consigned lnventory or Instrumentation except as otherwise
permitted under this paragraph, Hospital agrees to hold Stryker Orthopaedics harmless from and
indemnify Stryker Orthopaedics against any claims or losses or injuries arising from (i), (i), or (iii) above
resulting from the negligence or willful misconduct of any Hospital employee or agent

Insurance, Stryker Orthopasdics will maintain adequate general liability insurance, including coverage
for Produets and completed operations, and workers compensation and employer's liability insurance
against any claim or ¢laims which might arise out of Products purchased by Hospital from Stryker
Otthopaedics under the Agreement. Stryker Orthopaedics hag the right to self insure to comply with this
roquirement. Upon request Stryker Orthopaedics will furnish an insurance certificate signed by an
authorized agent evidencing the above referenced insurance coverage prior fo the execution of this
Agreerment,

Hospital agtees to maintain in force during the Term of this Agreement appropriate property insurance on
the Products, Consigned Inventory and Instrumentation, to provide coverage against loss by theft, fire
damage, acts of nature or other cause, Upon request by Stryker Orthopaedics, Hospital will provide &
certificate of insurance evidencing such coverage, which will name Stryker Orthopacdics as a named
insured and loss payee, as its inferests may appear.

HIPAA, Stryker Orthopacdies agrees not to use or further disclose any protected health information, as
defined in 42 C.F.R. Part 164, or individual health information as dofined in 42 C.F.R. Part 142
(collectively, the "Protected Health Information™), concerning a patient other than as permitted by this
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Agrooment and the requirements of the federal privacy regulations as contained in 42 C.F.R, Part 164 (the
“Federal Privacy Regulations") and the federal security standards as contained in 42 C.F.R. Part 142 (the
"Federal Security Regulations™). At such time as federal law or regulations require the implementation of
provisions stemming from the Health Insurance Portability and Accountabitity Act, Strykex Orthopaedics
will implement appropriate safeguards to prevent the use ot disclosure of a patient’s Protected Health
Information other than ag provided for by this Agreement. Stryker Orthopsedios will promptly report fo
Purchaser any use or disclosure of a patient’s Protected Health Information not provided for by (his
Agreement of which Stryker Orthopaedics becomes aware. In the event Stryker Orthopaedics, with
Hospital’s approval, contracts with any Stryker Orthopaedics” agents to whom Stryker Orthopaedics
provides a patient’s Protcoted Health Information received from Hospital, Stryker Orthopaedics shalt
inchude provisions in such agreements whereby the Siryker Orthopaedics® agent agrees to the same
restrictions and condifions that apply to Steyker Orthopaedics with respect to such patient’s Protected
Health Information, Stryker Orthopaedics will meke its intornal practices, books, and records relating to
the use and disclosure of a patient’s Protected Health nformation available to the Secretary of Health and
Human Services to the extent required for determining compliance with the Federal Privacy Regulations
and the Federal Securiy Regulations. Notwithstanding the foregoing, no attomey-client, accountant-
client, or other legal privilege shall be deemed waived by Stryker Orthopasdics or Purchaser by virtue of
this Section,

14._Termination - This Apreement may be terminated by either party, without cause, upon thirty (30) days’
writter notice to the other party. The Hospital may also terminate this Agreement based upon
unavaitability of Federal, State or County funds by providing written notice to Stryker Orthopaedics as
soon as is reasonably possible after the Hospital learns of said unavailability of outside funding,

Upon termination of this Agreement for any reascn, Hospital shall, within ten (10) days after the effective
date of the termination, deliver as divected by Stryker Orthopaedics all Products and Instrumentation then
in its possession or control, and pay Stryker Orthopacdics all amounts owed pursuant to this Agresment,
This agreement shall auntomatically termingte upon closure of the County of San Mateo or San Mateo
Medical Center.

15. Confidentinlity - Each party heteto shall hold in strictest confidence any information and materials which
are related to the business of the other parly or are designated by such party as proprietary and
confidential, herein or otherwise. The parties hereby covenant that they shall not disclose such
information o any third party without prior written authorization of the party to whom such inforntation
relates or as otherwise required by law.

16. Miscellaneoys

(8) No parly shall be liable for failure of or delay in performing obligations set forth in this Agreement,
and no party shall be deemed in breach of its chligations, if such faiture or delay is due to natutal disasters
or any causes reasonably beyond the control of such party.

(b) The vakidity of this Agreement and of its terms and provisions, as well as the right and dutics of the
parties hereunder, the interpretation, and performance of this agreement shall be governed by the laws of
the State of California. Any dispute arising out of this Apreement shall be vemued either in the San Mateo
County Superior Court or it the United States District Court for the Northern District of California.

(¢) This Agreement shall inure to the benefit of, and be binding wpon, Hospital and Stryker Orthopaedics
and their respective successors and assigos. However neither party may assign this Agreement withoul
prior wriiten consent of the other.



{(d) Any notice required under this Agreement shall be in writing addressed to the parties at their
respeetive addresses as first set forth above, sent both by (1) registered mail, postage prepaid, and (2)
faesimile, ‘

(¢) This Agreement sets forth the entire agreement and understanding between the parties as to the
subject matter hereof and has priority over all docusients, verbal consents or understandings made
between Hospital and Stryker Orthopaedics before the conclusion of this Agreement with respect to
the subject maiter hereof, inclading any group purchasing agreements to which Hospital may be a
party. None of the terms of this Agreement shall be amended or modified excopt in writing signed by
the parties hersto.

() The provisions of Sections 3,4, 6,7, 8,9, 10, 11, 15, and 16 of this Agreement shall survive its
termination or expiration,

(g} The following exhibits and attachments are included hereto and incorporated by reference herein:
Exhibit A - Pricing, Volume and Other Terms and Conditions
Exhibit B — Inventory

{h) Stryker Orthopaedics agrees and understands that the work/services performed under this Agreement
are performed as an independent Contractor and not as an employec of the Hospital or County of San
Mateo and that Contractor acquires none of the rights, privilopes, powers, or advantages of employees
of the County of San Mateo. :

(© Stryker Orthopaedics shall not assign this Agreement or any portion thereof to a third party or
subcountract with a third party to provide services required by contractor under this Ageeement
without prior writien consent of the Hospital. Any such assignment or subcontract without the
Hospital’s written consent shall give the Hospital the right, at its option, to automatically and
immediately {erminate this Agreement withoud the need to comply with notice provisions mentioned

{§) Retention of Records, Right to Monitor and Audit:

Stryker Orthopaedics shall maintain all required records for three (3) years afier the Hospital
makes final payment and afl other pending matisrs are closed, and shafl be subject 1o the
examination and/ ot audit of the County of San Mateo, a Federal grantor agency, and the State of
California.

Reporting and Record Keeping; As may be applicable, Siriker Orthopaedics shall comply with all
program and fiscal reporling requirements set forth by appropriate Fedoral, State, and local
agencies, and as required by the County of San Mateo,

As maybe required by law, Stryker Orthopaedics agrees to provide the County of San Mateo to
any Federal or State department baving monitoring or review authority, to the Hospital’s
authorized representatives, and/or their appropriate andit agencies npon reasonable notice, access
to and the right to examine all records and documents necessary to determine compliance, in the
performance of services under this Agreement, with relevant Federal, State, and local statutes,
rules and regulations, and this Apgreement, and to cvaluate the quality, appropriateness and
timeliness of services performed.



IN WITNESS WHEREOF, the parties hereto execuled this Agreeglent as of the dgte written below,
Co o Sow D

Al
STRYKER ORTHOPAEDICS 5 w;‘\w&ﬁ 0  HOSPITAL + Mot Lanfer
By: C\NA 5 H-W ‘_ By:
Title:]\}ﬁq—thhﬂ P(‘:C*wm’lﬁ W“&er' Title:_President, Board of Supervisors,
: San Mateo County
Date: \(5 W [\0 .
Date:

ATTEST:

By:

Clerk of Said Board



Exhibit A — Pricing, Volume, and Other Terms and Conditions

Product Price Disconnt or CAP Pricing srrangements:

For primary hip and knee purchases up to $500,000.00;
25% off primary knee implants
25% off primary hip implants-

For prititary hip and knee purchases over $500,000.00
30% off primary knee implants

30% off primary hip implants

All other products (any volume)

10% off revision

10% off bone cement

10% off trauma
10% off shoulder

1 Jmarket share and other conditions:

San Mateo Medical Center shall wtilize Siryker Orthopaedics as a 90% sole source supplier for all orthopaedic
implant needs,

New Technology:

New technology, defined as any new product or technology made availablo o the hospital within the last three
years, will be discounted under “all other products”™ at the 10% diseount

Other Terms and Conditions;

one.




EXHIBIT B - Invenior

ed Inventor

Consi
None,



