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PART I – FINANCIAL INFORMATION
Item 1 – Financial Statements
DENTSPLY SIRONA INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(in millions, except per share amounts)
(unaudited)
Three Months Ended March 31,
2020
Net sales

$

2019
874.3

$

946.2

Cost of products sold

406.5

446.5

Gross profit

467.8

499.7

Selling, general, and administrative expenses

393.5

431.9

Goodwill impairment

156.6

—

42.5

20.5

(124.8)

47.3

Restructuring and other costs
Operating (loss) income
Other income and expenses:
Interest expense

6.7

8.4

Interest income

(0.4)

(1.1)

Other expense (income), net

(1.4)

(13.8)

(129.7)

53.8

10.2

14.6

(139.9)

39.2

—

—

(Loss) income before income taxes
Provision for income taxes
Net (loss) income
Less: Net loss attributable to noncontrolling interest
$

(139.9)

$

39.2

Basic

$

(0.63)

$

0.18

Diluted

$

(0.63)

$

0.17

Net (loss) income attributable to Dentsply Sirona
Net (loss) income per common share attributable to Dentsply Sirona:

Weighted average common shares outstanding:
Basic

220.9

223.3

Diluted

220.9

225.0

See accompanying Notes to Unaudited Interim Consolidated Financial Statements.
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DENTSPLY SIRONA INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(in millions)
(unaudited)
Three Months Ended March 31,
2020
Net (loss) income

$

2019
(139.9)

$

39.2

Other comprehensive loss, net of tax:
Foreign currency translation loss

(118.4)

(61.0)

Net gain on derivative financial instruments

4.6

1.7

Pension liability gain

1.6

0.9

Total other comprehensive loss, net of tax

(112.2)

(58.4)

Total comprehensive loss

(252.1)

(19.2)

0.3

0.3

Less: Comprehensive income attributable to noncontrolling interests
$

Total comprehensive loss attributable to Dentsply Sirona

See accompanying Notes to Unaudited Interim Consolidated Financial Statements.

4

(252.4)

$

(19.5)

DENTSPLY SIRONA INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in millions, except per share amounts)
(unaudited)
March 31, 2020

December 31, 2019

Assets
Current Assets:
Cash and cash equivalents

$

235.9

$

404.9

Accounts and notes receivables-trade, net

709.1

782.0

Inventories, net

590.5

561.7

Prepaid expenses and other current assets, net

269.7

251.3

1,805.2

1,999.9

776.6

802.4

Total Current Assets
Property, plant and equipment, net
Operating lease right-of-use assets, net

146.9

159.3

Identifiable intangible assets, net

2,045.4

2,176.3

Goodwill, net

3,191.8

3,396.5

Other noncurrent assets, net

92.5

Total Assets

68.5

$

8,058.4

$

8,602.9

$

271.1

$

307.9

Liabilities and Equity
Current Liabilities:
Accounts payable
Accrued liabilities

522.9

629.2

Income taxes payable

64.5

56.1

Notes payable and current portion of long-term debt

33.0

2.3

891.5

995.5

Total Current Liabilities
Long-term debt

1,421.2

1,433.1

Operating lease liabilities

108.3

119.5

Deferred income taxes

464.7

479.6

Other noncurrent liabilities

482.5

480.3

3,368.2

3,508.0

—

—

Total Liabilities
Commitments and contingencies
Equity:
Preferred stock, $1.00 par value; 0.25 million shares authorized; no shares issued

—

—

Common stock, $0.01 par value;
400.0 million shares authorized, and 264.5 million shares issued at March 31, 2020 and
December 31, 2019
219.1 million and 221.3 million shares outstanding at March 31, 2020 and December 31, 2019,
respectively
Capital in excess of par value

2.6

2.6

6,553.9

6,586.7

Retained earnings

1,242.2

1,404.2

(712.2)

(599.7)

(2,399.0)

(2,301.3)

4,687.5

5,092.5

2.7

2.4

4,690.2

5,094.9

Accumulated other comprehensive loss
Treasury stock, at cost, 45.4 million and 43.2 million shares at March 31, 2020 and December 31,
2019, respectively
Total Dentsply Sirona Equity
Noncontrolling interests
Total Equity
$

Total Liabilities and Equity

8,058.4

See accompanying Notes to Unaudited Interim Consolidated Financial Statements.
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$

8,602.9

DENTSPLY SIRONA INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(in millions, except per share amounts)
(unaudited)
Capital in
Excess of
Par Value

Common
Stock
Balance at December 31, 2019

$

2.6

$

6,586.7

Accumulated
Other
Comprehensive
Loss

Retained
Earnings
$

1,404.2

$

(599.7)

Total Dentsply
Sirona
Equity

Treasury
Stock
$

(2,301.3)

$

5,092.5

Noncontrolling
Interests
$

2.4

Total
Equity
$

5,094.9

Net loss

—

—

(139.9)

—

—

(139.9)

—

(139.9)

Other comprehensive (loss) income

—

—

—

(112.5)

—

(112.5)

0.3

(112.2)

Exercise of stock options

—

(0.5)

—

—

4.3

3.8

—

3.8

Stock based compensation expense

—

9.4

—

—

—

9.4

—

9.4

Funding of Employee Stock Purchase Plan

—

0.8

—

—

1.3

2.1

—

2.1

Treasury shares purchased

—

(28.0)

—

—

(112.0)

(140.0)

—

(140.0)

Restricted Stock Unit distributions

—

(14.8)

—

—

8.7

(6.1)

—

(6.1)

Restricted Stock Unit dividends

—

0.3

(0.3)

—

—

—

—

—

Cash dividends ($0.1000 per share)

—

—

(21.8)

—

—

(21.8)

—

(21.8)

Balance at March 31, 2020

$

2.6

$

$

2.6

$

Capital in
Excess of
Par Value

Common
Stock
Balance at December 31, 2018

6,553.9

$

6,522.3

1,242.2

$

1,225.9

$

Accumulated
Other
Comprehensive
Loss

Retained
Earnings
$

(712.2)

$

(478.7)

(2,399.0)

$

$

Total Dentsply
Sirona
Equity

Treasury
Stock
$

4,687.5

(2,151.0)

$

5,121.1

2.7

$

Noncontrolling
Interests
$

11.9

4,690.2

Total
Equity
$

5,133.0

Net income

—

—

39.2

—

—

39.2

—

39.2

Other comprehensive (loss) income

—

—

—

(58.7)

—

(58.7)

0.3

(58.4)

Divestiture of noncontrolling interest

—

—

—

—

—

—

(10.4)

(10.4)

Exercise of stock options

—

1.5

—

—

18.2

19.7

—

19.7

Stock based compensation expense

—

9.1

—

—

—

9.1

—

9.1

Funding of Employee Stock Purchase Plan

—

0.1

1.9

2.0

—

2.0

Restricted Stock Unit distributions

—

(12.8)

8.0

(4.8)

—

(4.8)

Restricted Stock Unit dividends

—

0.2

(0.2)

—

—

—

—

—

Cash dividends ($0.0875 per share)

—

—

(19.9)

—

—

(19.9)

—

(19.9)

Balance at March 31, 2019

$

2.6

$

6,520.4

$

1,245.0

$

(537.4)

$

(2,122.9)

$

5,107.7

See accompanying Notes to Unaudited Interim Consolidated Financial Statements.
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$

1.8

$

5,109.5

DENTSPLY SIRONA INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)
(unaudited)
Three Months Ended March 31,
2020
Cash flows from operating activities:
Net (loss) income

$

Adjustments to reconcile net (loss) income to net cash (used in) provided by operating activities:
Depreciation
Amortization of intangible assets
Amortization of deferred financing costs
Goodwill impairment
Indefinite-lived intangible asset impairment
Deferred income taxes
Stock based compensation expense
Restructuring and other costs - non-cash
Other non-cash expense (income)
Loss (gain) on disposal of property, plant and equipment
Gain on divestiture of noncontrolling interest
Changes in operating assets and liabilities, net of acquisitions:
Accounts and notes receivable-trade, net
Inventories, net
Prepaid expenses and other current assets, net
Other noncurrent assets, net
Accounts payable
Accrued liabilities
Income taxes
Other noncurrent liabilities

2019
(139.9)

$

39.2

32.2
47.2
0.7
156.6
38.7
(8.1)
9.5
1.9
8.1
0.2
—

34.9
48.2
0.7
—
5.3
(6.0)
9.2
9.7
(7.8)
(0.1)
(8.7)

53.3
(57.3)
(27.2)
(6.8)
(28.9)
(95.1)
7.0
(2.8)

36.5
(31.5)
(16.3)
4.8
(11.3)
(90.1)
12.3
0.3

Net cash (used in) provided by operating activities

(10.7)

29.3

Cash flows from investing activities:
Capital expenditures
Cash paid on sale of non-strategic businesses or product lines
Cash received on derivatives contracts
Purchase of short-term investments
Proceeds from sale of property, plant, and equipment, net

(25.6)
—
9.4
—
0.7

(33.9)
(1.0)
22.7
(0.8)
0.3

Net cash used in investing activities

(15.5)

(12.7)

Cash flows from financing activities:
Proceeds (repayments) on short-term borrowings, net
Cash paid for treasury stock
Cash dividends paid
Proceeds from long-term borrowings, net of deferred financing costs
Repayments on long-term borrowings
Proceeds from exercised stock options
Cash paid for contingent consideration on prior acquisitions

30.8
(140.0)
(22.1)
—
(0.8)
3.8
(1.6)

(67.9)
—
(19.5)
0.9
(1.9)
19.8
(30.6)

Net cash used in financing activities

(129.9)

(99.2)

Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
$

Cash and cash equivalents at end of period

See accompanying Notes to Unaudited Interim Consolidated Financial Statements.
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(12.9)

(1.6)

(169.0)
404.9

(84.2)
309.6

235.9

$

225.4

DENTSPLY SIRONA Inc. and Subsidiaries
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accompanying unaudited interim consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America (“US GAAP”) and the rules of the U.S. Securities and Exchange Commission (“SEC”). The year-end
consolidated balance sheet data was derived from audited financial statements, but does not include all disclosures required by US GAAP. In the opinion of
management, all adjustments (consisting only of normal recurring adjustments) considered necessary for a fair statement of the results for interim periods
have been included. Results for interim periods should not be considered indicative of results for a full year. These financial statements and related notes
contain the accounts of DENTSPLY SIRONA Inc. and Subsidiaries (“Dentsply Sirona” or the “Company”) on a consolidated basis and should be read in
conjunction with the consolidated financial statements and notes included in the Company’s most recent Form 10-K for the year ended December 31, 2019.
The accounting policies of the Company, as applied in the interim consolidated financial statements presented herein are substantially the same as
presented in the Company’s Form 10-K for the year ended December 31, 2019, except as may be indicated below.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America (“US GAAP”)
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets
and liabilities as of the date of the financial statements and the reported amounts of revenue and expense during the reporting period. Actual results could
differ from those estimates, and such differences may be material to the consolidated financial statements.
For the three months ended March 31, 2020, the Company made certain estimates and assumptions related to the financial statements. Some of these
estimates and assumptions were based on the impacts of the COVID-19 pandemic as they were known as of the date of the filing of this Form 10-Q and
there may be changes to those estimates in future periods. Actual results may differ from these estimates. As of the date of issuance of these consolidated
financial statements, the full extent to which the COVID-19 pandemic will directly or indirectly materially impact the Company's financial condition,
liquidity, or results of operations is highly uncertain and difficult to predict. As the response to the pandemic is in its incipient stages, information is rapidly
evolving. More specifically, the Company has been affected by social distancing guidelines, stay-at-home orders, and limits to essential-only dental
procedures which has led to a decline in demand for the Company's products. Furthermore, economies and, to a lesser extent, capital markets worldwide
have also been negatively impacted by the COVID-19 pandemic, and it is possible that it could cause a local and/or global economic recession. Such
economic disruption has had, and could continue to have, a material adverse effect on the Company's business. Governmental authorities around the world
have responded with fiscal policy actions to support economies as a whole. The magnitude and overall effectiveness of these actions remain uncertain.
During the first quarter of 2020, the impact of COVID-19 on the Company’s business was most pronounced in Europe and certain countries in Asia
where the Company experienced partial or country-wide lockdowns of operations in various markets, including China, France, and Italy. The first quarter
impact of COVID-19 affected March sales and financial results, specifically in the second half of the month. While the duration and severity of this
pandemic is uncertain, the Company currently expects that its results of operations will be materially impacted for the remainder of 2020. As a result of the
economic uncertainties caused by the COVID-19 pandemic, the Company has implemented several measures to improve liquidity and operating results,
including reduction of hours or furloughs of the Company's employees, suspended hiring, travel bans, delaying some of its planned capital expenditures,
and deferring other discretionary spending for 2020. The Company believes it will be able to generate sufficient liquidity to satisfy its obligations and
remain in compliance with the Company's existing debt covenants for the next twelve months.
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Specifically, at March 31, 2020, the Company had $235.9 million of cash and subsequently drew $700.0 million of cash against the available
borrowings under its revolving credit facility, which does not mature until 2024. On April 9, 2020, the Company closed on a $310.0 million revolving
credit facility, which matures on April 8, 2021. In addition, on May 5, 2020 the Company entered into a 40.0 million euro 364-day revolving credit facility
with a maturity date of April 30, 2021. At March 31, 2020, the Company is in compliance with all of the debt covenants. The Company expects to remain
in compliance with all covenants, one of which includes an operating income excluding depreciation and amortization to interest expense of not less than
3.0 times on a trailing twelve months basis. If recovery from the pandemic takes longer than currently estimated by the Company, the Company may need
to seek covenant waivers in the future. The Company's failure to obtain debt covenant waivers could trigger a violation of these covenants and lead to
default and acceleration of all of its outstanding debt, which could have a material adverse effect on liquidity.
Revenue Recognition
At March 31, 2020, the Company had $26.6 million of deferred revenue recorded in Accrued liabilities in the Consolidated Balance Sheets. The
Company expects to recognize significantly all of the deferred revenue within the next 12 months.
Accounts and Notes Receivable
The Company records a provision for doubtful accounts, which is included in Selling, general, and administrative expenses in the Consolidated
Statements of Operations.
Accounts and notes receivables – trade, net are stated net of allowances for doubtful accounts and trade discounts, which were $31.4 million at
March 31, 2020 and $29.4 million at December 31, 2019.
Recently Adopted Accounting Pronouncements
In June 2016, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No. 2016-13 "Financial Instruments
—Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments." This newly issued accounting standard changes the recognition and
measurement of credit losses, including trade accounts receivable. Under current accounting standards, a loss is recognized when loss becomes probable of
occurring. The new standard broadens the information that an entity must consider when developing expected credit loss estimates. The Company adopted
this accounting standard on January 1, 2020. The adoption of this standard did not materially impact the Company's financial position, results of operations,
cash flows, disclosures or internal controls.
In December 2019, the FASB issued ASU No. 2019-12 "Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes." This newly issued
accounting standard simplifies key provisions for accounting for income taxes, as part of the FASB's initiative to reduce complexity in accounting
standards. The amendments eliminate certain exceptions related to the approach for intraperiod tax allocation, the methodology for calculating income
taxes in an interim period and the recognition of deferred tax liabilities for outside basis differences. The amendments also clarify and simplify other
aspects of the accounting for income taxes. The amendments in this update are effective for interim and fiscal period beginning after December 31, 2020.
The Company adopted this accounting standard on January 1, 2020. The adoption of this standard did not materially impact the Company's financial
position, results of operations, cash flows, disclosures or internal controls.
Recently Issued Accounting Pronouncements Not Yet Adopted
In August 2018, the FASB issued ASU No. 2018-14 "Compensation - Retirement Benefits - Defined Benefit Plans - General (Subtopic 715-20):
Disclosure Framework - Changes to the Disclosure Requirements for Defined Benefit Plans." This newly issued accounting standard changes disclosure
requirements for defined benefit plans, including removal and modification of existing disclosures. The amendments in this standard are required for fiscal
years ending after December 15, 2020. Early adoption is permitted. The amendments should be applied on a retrospective basis for all periods presented.
The Company will adopt this standard on December 31, 2020. The adoption of this standard will not materially impact the Company's disclosures.
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NOTE 2 – STOCK COMPENSATION
Total stock based compensation expense for non-qualified stock options, restricted stock units ("RSU") and the tax related benefit were as follows:
Three Months Ended March 31,
(in millions)

2020

Stock option expense

$

RSU expense

2019
1.6

$

7.6

2.2
6.7

Total stock based compensation expense

$

9.2

$

8.9

Related deferred income tax benefit

$

1.0

$

1.4

For the three months ended March 31, 2020, stock compensation expense was $9.2 million of which $8.9 million was recorded in Selling, general, and
administrative expense, and $0.3 million was recorded in Cost of products sold in the Consolidated Statements of Operations.
For the three months ended March 31, 2019, stock compensation expense was $8.9 million of which $8.6 million was recorded in Selling, general, and
administrative expense, and $0.3 million was recorded in Cost of products sold in the Consolidated Statements of Operations.
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NOTE 3 – COMPREHENSIVE INCOME (LOSS)
Components of Other comprehensive income (loss), net of tax, were as follows:
Three Months Ended March 31,
(in millions)

2020

Foreign currency translation losses

$

2019
(123.0)

Foreign currency translation gain on hedges of net investments

$

(71.9)

4.3

10.6

These amounts are recorded in Accumulated other comprehensive income (loss) ("AOCI"), net of any related tax adjustments. At March 31, 2020 and
December 31, 2019, the cumulative tax adjustments were $166.9 million and $173.0 million, respectively, primarily related to foreign currency translation
gains and losses.
The cumulative foreign currency translation adjustments included translation losses of $383.2 million and $260.2 million at March 31, 2020 and
December 31, 2019, respectively, and cumulative losses on loans designated as hedges of net investments of $103.8 million and $108.1 million,
respectively. These foreign currency translation losses were partially offset by movements on derivative financial instruments.
Changes in AOCI, net of tax, by component for the three months ended March 31, 2020 and 2019 were as follows:
Foreign
Currency
Translation
Gain (Loss)

(in millions)
Balance, net of tax, at December 31, 2019

$

Other comprehensive (loss) income before reclassifications
and tax impact
Tax (expense) benefit
Other comprehensive (loss) income, net of tax, before
reclassifications
Amounts reclassified from accumulated other
comprehensive (loss) income, net of tax
Net (decrease) increase in other comprehensive loss
Balance, net of tax, at March 31, 2020

$

$

Other comprehensive (loss) income before reclassifications
and tax impact
Tax (expense) benefit
Other comprehensive (loss) income, net of tax, before
reclassifications
Amounts reclassified from accumulated other
comprehensive income (loss), net of tax
Net (decrease) increase in other comprehensive loss
Balance, net of tax, at March 31, 2019

Gain (Loss) on
Net Investment
Hedges

$

$

(10.6)

$

(120.1)

Total
$

(599.7)

(15.7)

24.7

—

(107.7)

(2.0)

4.0

(8.1)

—

(6.1)

(118.7)

(11.7)

16.6

—

(113.8)

—

(0.3)

—

1.6

1.3

(118.7)

(12.0)

16.6

1.6

(112.5)

(487.0)

(284.7)

$

(22.6)

Gain (Loss) on
Cash Flow
Hedges
$

0.6

$

(84.1)

Gain (Loss) on
Net Investment
Hedges
$

(111.4)

$

(118.5)

$

Pension
Liability Gain
(Loss)
$

(83.2)

(712.2)

Total
$

(478.7)

(59.9)

(7.7)

18.6

—

(49.0)

(1.4)

2.4

(11.8)

—

(10.8)

(61.3)

(5.3)

6.8

—

(59.8)

—

0.2

—

0.9

1.1

(61.3)
$

(100.7)

Pension
Liability Gain
(Loss)

(116.7)

Foreign
Currency
Translation
Gain (Loss)

(in millions)
Balance, net of tax, at December 31, 2018

(368.3)

Gain (Loss) on
Cash Flow
Hedges

(346.0)
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(5.1)
$

(4.5)

6.8
$

(104.6)

0.9
$

(82.3)

(58.7)
$

(537.4)

Reclassifications out of AOCI to the Consolidated Statements of Operations for the three months ended March 31, 2020 and 2019 were as follows:
Details about AOCI Components

Amounts Reclassified from AOCI
Three Months Ended

(in millions)

2020

Affected Line Item in the Consolidated Statements
of Operations

2019

Gain (loss) on derivative financial instruments:
Interest rate swaps

$

Foreign exchange forward contracts
Net gain (loss) after tax

(0.5)

$

(0.6)

$

(0.2)

0.8
$

0.4

0.3

Interest expense
Cost of products sold

Amortization of defined benefit pension and other postemployment benefit items:
Amortization of prior service benefits

$

Amortization of net actuarial losses
Net loss before tax
Tax impact

0.1

$

0.1

(a)

(2.2)

(1.4)

(a)

(2.1)

(1.3)

0.5

0.4

Net loss after tax

$

(1.6)

$

(0.9)

Total reclassifications for the period

$

(1.3)

$

(1.1)

Provision for income taxes

(a) These AOCI components are included in the computation of net periodic benefit cost for the three months ended March 31, 2020 and 2019.
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NOTE 4 – EARNINGS PER COMMON SHARE
The computation of basic and diluted earnings per common share were as follows:
Basic Earnings Per Common Share Computation

Three Months Ended March 31,

(in millions, except per share amounts)

2020
$

Net (loss) income attributable to Dentsply Sirona

2019

(139.9)

$

220.9

Weighted average common shares outstanding
$

(Loss) earnings per common share - basic
Diluted Earnings Per Common Share Computation

(0.63)

39.2
223.3

$

0.18

Three Months Ended March 31,

(in millions, except per share amounts)

2020
$

Net (loss) income attributable to Dentsply Sirona
Weighted average common shares outstanding

2019

(139.9)

$

220.9

Incremental weighted average shares from assumed exercise of dilutive options from stock-based compensation
awards
Total weighted average diluted shares outstanding
$

(Loss) earnings per common share - diluted

39.2
223.3

—

1.7

220.9

225.0

(0.63)

$

0.17

The calculation of weighted average diluted common shares outstanding excluded 1.4 million of potentially diluted common shares because the
Company reported a net loss for the three months ended March 31, 2020. Stock options and RSUs of 2.6 million equivalent shares of common stock that
were outstanding during the three months ended March 31, 2020 were excluded because their effect would be antidilutive. There were 4.5 million
antidilutive equivalent shares of common stock outstanding during the three months ended March 31, 2019.
On March 9, 2020, the Company entered into an accelerated share repurchase agreement with a financial institution pursuant to an Accelerated Share
Repurchase Transaction (“ASR Agreement") to purchase $140.0 million of shares of the Company's common stock. Pursuant to the terms of the ASR
Agreement, the Company delivered $140.0 million cash to a financial institution and received an initial delivery of 2.7 million shares of the Company’s
common stock on March 9, 2020 based on a closing market price of $42.12 per share and the applicable contractual discount. This was approximately 80%
of the then estimated total number of shares expected to be repurchased under the ASR Agreement. The Company expects to receive the remaining shares
during the Company's second quarter of 2020.
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NOTE 5 – SEGMENT INFORMATION
The Company has numerous operating businesses covering a wide range of dental consumable products, dental technology, and dental equipment
products primarily serving the professional dental market, and certain healthcare products. Professional dental products represented approximately 90% and
92% of net sales for the three months ended March 31, 2020 and 2019, respectively.
The operating businesses are combined into two operating groups, which generally have overlapping geographical presence, customer bases,
distribution channels, and regulatory oversight. These operating groups are considered the Company’s reportable segments as the Company’s chief
operating decision-maker regularly reviews financial results at the operating group level and uses this information to manage the Company’s operations.
The accounting policies of the segments are consistent with those described in the Company’s most recently filed Form 10-K, in the summary of significant
accounting policies.
The Company evaluates performance of the segments based on the groups’ net sales and segment adjusted operating income. The Company also
evaluates segment performance based on each segment’s adjusted operating income before provision for income taxes and interest. Segment adjusted
operating income is defined as operating income before income taxes and before certain corporate headquarter unallocated costs, restructuring and other
costs, interest expense, interest income, other expense (income), net, amortization of intangible assets, and depreciation resulting from the fair value step-up
of property, plant and equipment from acquisitions. The Company’s segment adjusted operating income is considered a non-GAAP measure. A description
of the products and services provided within each of the Company’s two operating segments is provided below.
Technologies & Equipment
This segment is responsible for the worldwide design, manufacture, sales and distribution of the Company’s Dental Technology & Equipment Products
and Healthcare Consumable Products. These products includes dental implants, CAD/CAM systems, orthodontic clear aligners, imaging systems, treatment
centers, instruments, as well as consumable medical device products.
Consumables
This segment is responsible for the worldwide design, manufacture, sale and distribution of the Company’s Dental Consumable Products which
include preventive, restorative, endodontic, and laboratory dental products.
The Company’s segment information was as follows:
Net Sales
Three Months Ended March 31,
(in millions)

2020

Technologies & Equipment

$

Consumables

2019
520.3

$

354.0
$

Total net sales
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874.3

520.8
425.4

$

946.2

Segment Adjusted Operating Income
Three Months Ended March 31,
(in millions)

2020

Technologies & Equipment

$

Consumables
Segment adjusted operating income

2019
111.1

$

71.8

61.6

105.7

172.7

177.5

Reconciling items expense (income):
All other (a)
Goodwill impairment
Restructuring and other costs

59.7
—

42.5

20.5

Interest expense

6.7

8.4

Interest income

(0.4)

(1.1)

Other expense (income), net

(1.4)

(13.8)

Amortization of intangible assets

47.2

48.2

1.5

1.8

Depreciation resulting from the fair value step-up of property, plant, and equipment from business
combinations
$

(Loss) income before income taxes
(a)

49.7
156.6

Includes the results of unassigned Corporate headquarters costs and inter-segment eliminations.
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(129.7)

$

53.8

NOTE 6 – INVENTORIES
Inventories are stated at the lower of cost and net realizable value. The cost of inventories determined by the last-in, first-out (“LIFO”) method at
March 31, 2020 and December 31, 2019 were $9.4 million and $5.0 million, respectively. The cost of remaining inventories was determined by the first-in,
first-out (“FIFO”) or average cost methods. If the FIFO method had been used to determine the cost of LIFO inventories, the amounts at which net
inventories are stated would be higher than reported at March 31, 2020 and December 31, 2019 by $18.3 million and $14.3 million, respectively.
Inventories, net of inventory valuation reserves, were as follows:
(in millions)

March 31, 2020

Finished goods

$

Work-in-process

368.4

December 31, 2019
$

80.3

Raw materials and supplies

82.5

141.8
$

Inventories, net

590.5

122.8
$

The inventory valuation reserve was $86.2 million and $85.0 million at March 31, 2020 and December 31, 2019, respectively.
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356.4

561.7

NOTE 7 – RESTRUCTURING AND OTHER COSTS
Restructuring Costs
During the three months ended March 31, 2020 the Company recorded restructuring and other costs of $42.5 million, which included net restructuring
costs of $2.3 million. During the three months ended March 31, 2019, the Company recorded net restructuring and other costs of $20.5 million, which
included net restructuring costs of $14.2 million. These costs are recorded in Restructuring and other costs in the Consolidated Statements of Operations
and the associated liabilities are recorded in Accrued liabilities and Other noncurrent liabilities in the Consolidated Balance Sheets.
The Company’s restructuring accruals at March 31, 2020 were as follows:
Severance
2018 and
Prior Plans

(in millions)
Balance at December 31, 2019

$

7.2

Provisions

2019 Plans
$

2020 Plans

19.8

$

—

Total
$

27.0

0.2

0.7

1.4

2.3

Amounts applied

(0.8)

(3.0)

—

(3.8)

Change in estimates

(0.1)

(0.2)

—

(0.3)

$

Balance at March 31, 2020

6.5

$

17.3

$

1.4

$

25.2

Lease/Contract Terminations
2018 and
Prior Plans

(in millions)
Balance at December 31, 2019

$

Provisions
Amounts applied
$

Balance at March 31, 2020

0.5

Total
$

0.5

0.1

0.1

(0.1)

(0.1)

0.5

$

0.5

Other Restructuring Costs
2018 and
Prior Plans

(in millions)
Balance at December 31, 2019

$

2.2

2019 Plans
$

0.3

Total
$

2.5

Provisions

—

0.3

0.3

Amounts applied

—

(0.3)

(0.3)

Change in estimate

—
$

Balance at March 31, 2020

2.2

(0.1)
$

0.2

(0.1)
$

2.4

The cumulative amounts for the provisions and adjustments and amounts applied for all the plans by segment were as follows:
December 31,
2019

(in millions)
Technologies & Equipment

$

Consumables

$

1.5

11.4

All Other
Total

19.1

30.0

$

0.8

(0.5)
$

Amounts
Applied

Provisions

2.7
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$

(1.0)

0.4
$

(2.7)

Change in
Estimates

(4.2)

(0.3)

$

(0.1)

(0.5)
$

March 31, 2020
11.1

—
$

(0.4)

17.6
(0.6)

$

28.1

Other Costs
Other costs for the three months ended March 31, 2020 and March 31, 2019, were $40.2 million and $6.3 million, respectively.
For the three months ended March 31, 2020, the Company recorded an impairment charge of $38.7 million. The impaired indefinite-lived intangible
assets are tradenames and trademarks related to a reporting unit within the Technologies & Equipment segment. For further details, see Note 12, Goodwill
and Intangible Assets.
For the three months ended March 31, 2019, the Company recorded an impairment charge of $5.3 million. The impaired indefinite-lived intangibles
assets are tradenames and trademarks related to a reporting unit within the Technologies & Equipment segment. For further details, see Note 12, Goodwill
and Intangible Assets.
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NOTE 8 – FINANCIAL INSTRUMENTS AND DERIVATIVES
Derivative Instruments and Hedging Activities
The Company’s activities expose it to a variety of market risks, which primarily include the risks related to the effects of changes in foreign currency
exchange rates and interest rates. These financial exposures are monitored and managed by the Company as part of its overall risk management program.
The objective of this risk management program is to reduce the volatility that these market risks may have on the Company’s operating results and equity.
The Company employs derivative financial instruments to hedge certain anticipated transactions, firm commitments, or assets and liabilities denominated
in foreign currencies. Additionally, the Company has utilized interest rate swaps to convert variable rate debt to fixed rate debt.
Derivative Instruments Designated as Hedging
Cash Flow Hedges
The following summarizes the notional amounts of cash flow hedges by derivative instrument type at March 31, 2020 and the notional amounts
expected to mature during the next 12 months, with a discussion of the various cash flow hedges by derivative instrument type following the table:
Aggregate Notional
Amount

(in millions)
Foreign exchange forward contracts

$

Interest rate swaps

331.2

Aggregate Notional
Amount Maturing within
12 Months
$

150.0
$

Total derivative instruments designated as cash flow hedges

481.2

250.4
—

$

250.4

Foreign Exchange Risk Management
The Company uses a program to hedge select anticipated foreign currency cash flows to reduce volatility in both cash flows and reported earnings of
the consolidated Company. The Company accounts for the designated foreign exchange forward contracts as cash flow hedges. As a result, the Company
records the fair value of the contracts primarily through AOCI based on the assessed effectiveness of the foreign exchange forward contracts. The
Company measures the effectiveness of cash flow hedges of anticipated transactions on a spot-to-spot basis rather than on a forward-to-forward basis.
Accordingly, the spot-to-spot change in the derivative fair value will be deferred in AOCI and released and recorded in the Consolidated Statements of
Operations in the same period that the hedged transaction is recorded. The time value component of the fair value of the derivative is reported on a straightline basis in Cost of products sold in the Consolidated Statements of Operations in the period which it is applicable. Any cash flows associated with these
instruments are included in operating activities in the Consolidated Statements of Cash Flows. The Company hedges various currencies, primarily in euros,
Swedish kronor, Canadian dollars, British pounds, Swiss francs and Australian dollars.
These foreign exchange forward contracts generally have maturities up to 18 months and the counterparties to the transactions are typically large
international financial institutions.
Interest Rate Risk Management
The Company enters into interest rate swap contracts infrequently as they are only used to manage interest rate risk on long-term debt instruments and
not for speculative purposes. Any cash flows associated with these instruments are included in operating activities in the Consolidated Statements of Cash
Flows.
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Cash Flow Hedge Activity
The amount of gains and losses recorded in AOCI in the Consolidated Balance Sheets, Interest expense and Cost of products sold in the Company's
Consolidated Statements of Operations related to the cash flow hedges were as follows:
March 31, 2020

(in millions)

Gain (Loss) in AOCI

Effective Portion
Reclassified from
AOCI into Income
(Expense)

Consolidated Statements of
Operations Location

Ineffective Portion
Recognized in Income
(Expense)

Effective Portion:
Interest rate swaps

$

Foreign exchange forward contracts

(17.9)

Interest expense

2.2

Cost of products sold

—

Cost of products sold

$

(0.5)

$

0.8

—
—

Ineffective Portion:
Foreign exchange forward contracts
Total in cash flow hedging

$

(15.7)

—
$

0.3

0.7
$

0.7

Gains and losses recorded in AOCI in the Consolidated Balance Sheets and Cost of products sold in the Company’s Consolidated Statements of
Operations related to all cash flow hedges for the three months ended March 31, 2019 were insignificant.
For the rollforward of derivative instruments designated as cash flow hedges in AOCI see Note 3, Comprehensive Income (Loss).
Hedges of Net Investments in Foreign Operations
The Company has significant investments in foreign subsidiaries, the most significant of which are denominated in euros, Swiss francs, Japanese yen
and Swedish kronor. The net assets of these subsidiaries are exposed to volatility in currency exchange rates. The Company employs both derivative and
non-derivative financial instruments to hedge a portion of this exposure. The derivative instruments consist of foreign exchange forward contracts and cross
currency basis swaps. The non-derivative instruments consist of foreign currency denominated debt held at the parent company level. Translation gains and
losses related to the net assets of the foreign subsidiaries are offset by gains and losses in derivative and non-derivative financial instruments; which are
designated as hedges of net investments and are included in AOCI. The time value component of the fair value of the derivative is reported on a straightline basis in Other expense (income), net in the Consolidated Statements of Operations in the applicable period. Any cash flows associated with these
instruments are included in investing activities in the Consolidated Statements of Cash Flows except for derivative instruments that include an other-thaninsignificant financing element, for which all cash flows are classified as financing activities in the Consolidated Statements of Cash Flows.
On April 7, 2020, the Company terminated its entire net investment hedge portfolio early which resulted in a $48.1 million gain. The Company elected
to enter into this transaction to convert the favorable gain position into additional liquidity.
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The notional amount of hedges of net investments by derivative instrument type at March 31, 2020 and the notional amounts expected to mature
during the next 12 months were as follows:
Aggregate
Notional
Amount

(in millions)
Foreign exchange forward contracts - Euro

$

Aggregate Notional
Amount Maturing within
12 Months
363.2

$

363.2

Foreign exchange forward contracts - Swiss franc

342.4

342.4

Cross currency basis swaps

289.9

—

$

Total for instruments designated as hedges of net investment

995.5

$

705.6

The fair value of the foreign exchange forward contracts and cross currency basis swaps is the estimated amount the Company would receive or pay at
the reporting date, taking into account the effective interest rates, cross currency swap basis rates and foreign exchange rates. The effective portion of the
change in the value of these derivatives is recorded in AOCI, net of tax effects.
The gains and losses recorded in AOCI in the Consolidated Balance Sheets and Other expense (income), net in the Company's Consolidated
Statements of Operations related to the hedges of net investments were as follows:
March 31, 2020
(in millions)

Gain (Loss) in AOCI

Consolidated Statements of Operations
Location

Recognized in Income
(Expense)

Effective Portion:
Cross currency basis swaps

$

Foreign exchange forward contracts
Total for net investment hedging

8.8
15.9

$

Interest expense

$

Other expense (income), net

24.7

2.2
5.8

$

8.0

March 31, 2019
(in millions)

Gain (Loss) in AOCI

Consolidated Statements of Operations
Location

Recognized in Income
(Expense)

Effective Portion:
Cross currency basis swaps

$

Foreign exchange forward contracts
Total for net investment hedging

3.1
15.5

$

18.6

Interest expense

$

Other expense (income), net

2.0
3.5

$

5.5

Fair Value Hedges
Foreign Exchange Risk Management
The Company has an intercompany loan denominated in Swedish kronor that is exposed to volatility in currency exchange rates. The Company
employs derivative financial instruments to hedge this exposure. The Company accounts for these designated foreign exchange forward contracts as fair
value hedges. The Company measures the effectiveness of fair value hedges of anticipated transactions on a spot-to-spot basis rather than on a forward-toforward basis. Accordingly, the spot-to-spot change in the derivative fair value will be recorded in the Consolidated Statements of Operations. Any cash
flows associated with these instruments are included in investing activities in the Consolidated Statements of Cash Flows.
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The notional amounts of fair value hedges by derivative instrument type at March 31, 2020 and the notional amounts expected to mature during the
next 12 months were as follows:
Aggregate
Notional
Amount

(in millions)
Foreign exchange forward contracts
Total derivative instruments as fair value hedges

Aggregate Notional
Amount Maturing within
12 Months

$

79.6

$

36.2

$

79.6

$

36.2

Gains (losses) recorded in AOCI on the Consolidated Balance Sheets and Other expense (income), net on the Company's Consolidated Statements of
Operations related to the fair value hedges for the three months ended March 31, 2020 and 2019 were insignificant.
Derivative Instruments Not Designated as Hedges
The Company enters into derivative instruments with the intent to partially mitigate the foreign exchange revaluation risk associated with recorded
assets and liabilities that are denominated in a non-functional currency. The gains and losses on these derivative transactions offset the gains and losses
generated by the revaluation of the underlying non-functional currency balances and are recorded in Other expense (income), net in the Consolidated
Statements of Operations. The Company primarily uses foreign exchange forward contracts to hedge these risks. Any cash flows associated with the
foreign exchange forward contracts and interest rate swaps not designated as hedges are included in cash from operating activities in the Consolidated
Statements of Cash Flows.
The aggregate notional amounts of the Company’s economic hedges not designated as hedges by derivative instrument types at March 31, 2020 and
the notional amounts expected to mature during the next 12 months were as follows:
Aggregate
Notional
Amount

(in millions)
Foreign exchange forward contracts
Total for instruments not designated as hedges

Aggregate Notional
Amount Maturing within
12 Months

$

221.1

$

221.1

$

221.1

$

221.1

Gains and (losses) recorded in the Company’s Consolidated Statements of Operations related to the economic hedges not designated as hedges for the
three months ended March 31, 2020 and 2019 were insignificant.
Consolidated Balance Sheets Location of Derivative Fair Values
The fair value and the location of the Company's derivatives in the Consolidated Balance Sheets were as follows:
March 31, 2020

(in millions)

Prepaid Expenses and
Other Current Assets,
Net

Other Noncurrent
Assets, Net

Other Noncurrent
Liabilities

Accrued Liabilities

Designated as Hedges:
Foreign exchange forward contracts

$

51.9

$

7.3

$

3.9

$

0.8

Interest rate swaps

—

—

—

28.4

Cross currency basis swaps

—

15.6

—

—

Total

$

51.9
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$

22.9

$

3.9

$

29.2

March 31, 2020

(in millions)

Prepaid Expenses and
Other Current Assets,
Net

Other Noncurrent
Assets, Net

Other Noncurrent
Liabilities

Accrued Liabilities

Not Designated as Hedges:
Foreign exchange forward contracts
Total

$

4.8

$

—

$

1.6

$

—

$

4.8

$

—

$

1.6

$

—

December 31, 2019

(in millions)

Prepaid Expenses and
Other Current Assets,
Net

Other Noncurrent
Assets, Net

Other Noncurrent
Liabilities

Accrued Liabilities

Designated as Hedges:
Foreign exchange forward contracts

$

26.9

$

11.3

$

1.3

$

1.8

Interest rate swaps

—

—

—

10.8

Cross currency basis swaps

—

6.9

—

—

Total

$

26.9

(in millions)

Prepaid Expenses and
Other Current Assets,
Net

$

18.2

$

1.3

$

12.6

December 31, 2019
Other Noncurrent
Assets, Net

Other Noncurrent
Liabilities

Accrued Liabilities

Not Designated as Hedges:
Foreign exchange forward contracts
Total

$

2.0

$

—

$

1.5

$

—

$

2.0

$

—

$

1.5

$

—

Balance Sheet Offsetting
Substantially all of the Company’s derivative contracts are subject to netting arrangements, whereby the right to offset occurs in the event of default or
termination in accordance with the terms of the arrangements with the counterparty. While these contracts contain the enforceable right to offset through
netting arrangements with the same counterparty, the Company elects to present them on a gross basis in the Consolidated Balance Sheets.
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Offsetting of financial assets and liabilities under netting arrangements at March 31, 2020 were as follows:
Gross Amounts Not Offset in the
Consolidated Balance Sheets

(in millions)

Gross Amounts
Recognized

Gross Amount
Offset in the
Consolidated
Balance Sheets

Net Amounts
Presented in the
Consolidated
Balance Sheets

Financial
Instruments

Cash Collateral
Received/Pledged

Net Amount

Assets
Foreign exchange forward contracts

$

Cross currency basis swaps
Total Assets

63.3

$

15.6

—

$

—

63.3

$

15.6

(12.2)

$

(3.3)

—

$

—

51.1
12.3

$

78.9

$

—

$

78.9

$

(15.5)

$

—

$

63.4

$

5.6

$

—

$

5.6

$

(5.6)

$

—

$

—

$

(15.5)

Liabilities
Foreign exchange forward contracts
Interest rate swaps
Total Assets

28.4
$

34.0

—
$

28.4

—

$

34.0

(9.9)

—
$

—

18.5
$

18.5

Offsetting of financial assets and liabilities under netting arrangements at December 31, 2019 were as follows:
Gross Amounts Not Offset in the
Consolidated Balance Sheets

(in millions)

Gross Amounts
Recognized

Gross Amount
Offset in the
Consolidated
Balance Sheets

Net Amounts
Presented in the
Consolidated
Balance Sheets

Financial
Instruments

Cash Collateral
Received/Pledged

Net Amount

Assets
Foreign exchange forward contracts

$

Cross currency basis swaps
Total Assets

38.8

$

6.9

—

$

—

38.8

$

6.9

(7.8)

$

(0.9)

—

$

—

31.0
6.0

$

45.7

$

—

$

45.7

$

(8.7)

$

—

$

37.0

$

3.2

$

—

$

3.2

$

(3.0)

$

—

$

0.2

Liabilities
Foreign exchange forward contracts
Interest rate swaps
Total Assets

10.8
$

14.0

—
$

10.8

—

$
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14.0

(5.7)
$

(8.7)

—
$

—

5.1
$

5.3

NOTE 9 – FAIR VALUE MEASUREMENT
Assets and Liabilities Measured at Fair Value on a Recurring Basis
At March 31, 2020, the Company estimated the fair value of total long-term debt, including the current portion, using Level 1 inputs and carrying
value, were $1,463.0 million and $1,454.1 million, respectively. At December 31, 2019, the Company estimated the fair value and carrying value of total
long-term debt, including the current portion, were $1,440.8 million and $1,433.3 million, respectively.
The Company’s financial assets and liabilities set forth by level within the fair value hierarchy that were accounted for at fair value on a recurring basis
were as follows:
March 31, 2020
(in millions)

Total

Level 1

Level 2

Level 3

Assets
Cross currency basis swaps

$

Foreign exchange forward contracts
Total assets

15.6

$

—

64.0

$

15.6

—

$

—

64.0

—

$

79.6

$

—

$

79.6

$

—

$

28.4

$

—

$

28.4

$

—

Liabilities
Interest rate swaps
Foreign exchange forward contracts

6.3

—

6.3

—

Contingent considerations on acquisitions

6.9

—

—

6.9

Total liabilities

$

41.6

$

—

$

34.7

$

6.9

December 31, 2019
(in millions)

Total

Level 1

Level 2

Level 3

Assets
Cross currency basis swaps

$

Foreign exchange forward contracts
Total assets

6.9

$

40.2

—

$

—

6.9

$

40.2

—
—

$

47.1

$

—

$

47.1

$

—

$

10.8

$

—

$

10.8

$

—

Liabilities
Interest rate swaps
Foreign exchange forward contracts

4.6

Contingent considerations on acquisitions
Total liabilities

—

8.7
$

24.1

4.6

—
$

—

—

—
$

15.4

8.7
$

8.7

There have been no transfers between levels during the three months ended March 31, 2020.
Derivative valuations are based on observable inputs to the valuation model including interest rates, foreign currency exchange rates and credit risks.
The Company utilizes interest rates swaps and foreign exchange forward contracts that are considered cash flow hedges. In addition, the Company at times
employs certain cross currency interest rate swaps and forward exchange contracts that are considered hedges of net investment in foreign operations. Both
types of designated derivative instruments are further discussed in Note 8, Financial Instruments and Derivatives.
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Assets Measured at Fair Value on a Non-Recurring Basis
For the three months ended March 31, 2020, the Company recorded impairments of $156.6 million related to goodwill and $38.7 million related to
indefinite-lived intangible assets for the Equipment & Instruments reporting unit. The carrying value of $290.4 million of goodwill related to this reporting
unit represents the estimated fair value as determined in the March 31, 2020 valuation. The carrying value of $75.0 million of identifiable indefinite-lived
intangible assets was also related to businesses within this reporting unit and represents the estimated fair value as determined in the March 31, 2020
valuation. The valuation technique and inputs, which used Level 3 unobservable inputs, as well as further details on the impairment are disclosed in Note
12, Goodwill and Intangible Assets.
Certain goodwill and identifiable indefinite-lived intangible assets that were measured at fair value on a non-recurring basis by level within the fair
value hierarchy were as follows:
March 31, 2020
(in millions)

Total

Level 1

Level 2

Level 3

Assets
Identifiable intangible assets, net

$

Goodwill, net
Total assets

75.0

$

290.4
$

365.4
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—

$

—
$

—

—

$

—
$

—

75.0
290.4

$

365.4

NOTE 10 – INCOME TAXES
Uncertainties in Income Taxes
The Company recognizes the impact of a tax position in the interim consolidated financial statements if that position is more likely than not of being
sustained on audit based on the technical merits of the position.
It is reasonably possible that certain amounts of unrecognized tax benefits will significantly increase or decrease within 12 months of the reporting date
of the Company’s quarterly consolidated financial statements. Final settlement and resolution of outstanding tax matters in various jurisdictions during the
next 12 months are not expected to be significant.
Other Tax Matters
During the three months ended March 31, 2020, the Company recorded $6.0 million of tax expense for discrete tax matters. The Company also
recorded a $10.6 million tax benefit as a discrete item related to the indefinite-lived intangible asset impairment charge.
During the three months ended March 31, 2019, the Company recorded $2.4 million of tax expense for discrete tax matters. The Company also
recorded a $1.5 million tax benefit related to the indefinite-lived intangible asset impairment charge recorded during the quarter.
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NOTE 11 – FINANCING ARRANGEMENTS
The Company has access to a $700.0 million multi-currency revolving credit facility. At March 31, 2020 and December 31, 2019, there were no
outstanding borrowings under this facility.
The Company has a $500.0 million commercial paper program. The multi-currency revolving credit facility serves as a back-stop credit facility for the
Company's commercial paper program. At March 31, 2020 there was $31.2 million outstanding under the commercial paper program. At December 31,
2019 there were no outstanding borrowings under the commercial paper program.
At March 31, 2020, the Company had $703.2 million of borrowing available under lines of credit, including lines available under its short-term
arrangements and revolving credit facility.
The Company’s revolving credit facility, term loans and senior notes contain certain affirmative and negative covenants relating to the Company's
operations and financial condition. At March 31, 2020 the Company was in compliance with all debt covenants.
Subsequent Event
In response to the COVID-19 pandemic, on April 9, 2020 the Company entered into a $310.0 million 364-day revolving credit facility with a maturity
date of April 8, 2021. The 364-day revolving credit facility mirrors the original five-year facility in all major respects, is unsecured and contains certain
affirmative and negative covenants relating to the operations and financial condition of the Company. This revolving credit facility is in addition to those
credit facilities as described above as well as disclosed in the Company's Form 10-K for the year ended December 31, 2019 filed on March 2, 2020.
On April 17, 2020, the Company provided a notice to the administrative agent to draw down the full available amount under the 2018 revolving credit
facility, which is equal to $700.0 million. The Company has previously not drawn down any sums under this facility. The borrowings will bear interest at
the rate of adjusted LIBOR plus 1.25%.
On May 5, 2020 the Company entered into a 40.0 million euro 364-day revolving credit facility with a maturity date of April 30, 2021. The agreement
is unsecured and contains certain affirmative and negative covenants relating to the operations and financial condition of the Company.
Although the Company has no immediate need for additional liquidity, the Company has elected to draw down the $700.0 million credit facility to
provide additional liquidity and financial flexibility in light of current economic conditions and uncertainties arising in connection with the COVID-19
pandemic. The proceeds will be used for working capital and other general corporate purposes. Through the date of the filing of this Form 10-Q, the
Company has not borrowed on the $310.0 million credit facility or the 40.0 million euro credit facility noted above.
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NOTE 12 – GOODWILL AND INTANGIBLE ASSETS
In preparing the financial statements for the quarter ended March 31, 2020, the Company identified an impairment triggering event related to four of its
reporting units. The Company has experienced a meaningful decrease in customer demand for its products as a result of stay-at-home orders, travel
restrictions, and social distancing guidelines set forth by governmental authorities throughout the world in response to the COVID-19 pandemic. These
actions meaningfully impacted end user demand for routine dental procedures in most of the Company's markets. The Company updated its future
forecasted revenues, operating margins and weighted average cost of capital for all four of the reporting units which were impacted by the continuing
pandemic. Based on the Company's best estimates and assumptions at this time, the Company believes forecasted future revenue growth related to the
Equipment & Instruments reporting unit will experience an extended recovery period in returning to the pre-COVID-19 levels. The Company believes that
dental practitioners will focus their initial post-COVID-19 equipment spending on products that deliver short-term revenue gains for their practices before
replacing the Imaging, Treatment Center and Instruments products that comprise the Equipment & Instruments reporting unit. After this extended recovery
period, the Company expects the growth rates of Equipment & Instruments reporting unit to return to pre-COVID-19 levels.
To determine the fair value of these four reporting units, the Company uses a discounted cash flow model with market-based support as its valuation
technique to measure the fair value for its reporting units. The discounted cash flow model uses five- to ten- year forecasted cash flows plus a terminal
value based on a multiple of earnings or by capitalizing the last period’s cash flows using a perpetual growth rate. The Company's significant assumptions
in the discounted cash flow models include, but are not limited to, the weighted average cost of capital, revenue growth rates, including perpetual revenue
growth rates, and gross margin percentages of the reporting unit's business. The Company considered the current market conditions when determining its
assumptions. The total forecasted cash flows were discounted based on a range between 9.5% to 11.5%, which included assumptions regarding the
Company’s weighted average cost of capital. Lastly, the Company reconciled the aggregate fair values of its reporting units to its market capitalization,
which included a reasonable control premium based on market conditions. These future expectations include, but are not limited to, the current and ongoing
impact of the COVID-19 pandemic and new product development changes for these reporting units. The Company also considers the current and projected
market and economic conditions amid the ongoing pandemic for the dental industry both in the U.S. and globally, when determining its assumptions. The
use of estimates and the development of assumptions results in uncertainties around forecasted cash flows. A change in any of these estimates and
assumptions, as well as unfavorable changes in the ongoing pandemic, could produce a different fair value, which could have a negative impact and result
in a future impairment charge and could materially impact the Company’s results of operations.
As a result of updating the estimates and assumptions in the ongoing COVID-19 pandemic and with the preparation of the financial statements for the
three months ended March 31, 2020, the Company determined that the goodwill associated with the Equipment & Instruments reporting unit was impaired.
As a result, the Company recorded a goodwill impairment charge of $156.6 million. This reporting unit is within the Technologies & Equipment segment.
At March 31, 2020, the remaining goodwill related to the Equipment & Instruments reporting unit was $290.5 million. Based on the quantitative
assessments performed for the three other reporting units, the Company believes that its adjusted long-term forecasted cash flows do not indicate that the
fair value of these reporting units may be below their carrying value.
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In preparing the financial statements for the quarter ended March 31, 2020 in conjunction with the goodwill impairment, the Company tested the
indefinite-lived intangible assets related to the businesses within the four reporting units for impairment. The Company performs impairment tests using an
income approach, more specifically a relief from royalty method. In the development of the forecasted cash flows, the Company applies significant
judgment to determine key assumptions, including royalty rates and discount rates. Royalty rates used are consistent with those assumed for the original
purchase accounting valuation. If the carrying value exceeds the fair value, an impairment loss in the amount equal to the excess is recognized. As a result,
the Company identified that certain tradenames and trademarks related to businesses in the Equipment & Instruments reporting unit, within the
Technologies & Equipment segment, were impaired. The Company recorded an impairment charge of $38.7 million for the three months ended March 31,
2020, which was recorded in Restructuring and other costs in the Consolidated Statements of Operations. The impairment charge was driven by a decline in
forecasted sales as a result of the COVID-19 pandemic as discussed above, as well as an unfavorable change in the discount rate. The Company utilized
discount rates ranging from 10.0% to 17.5%. The assumptions and estimates used in determining the fair value of the indefinite-lived intangible assets
contain uncertainties and any changes to these assumptions and estimates, including unfavorable changes related to the COVID-19 pandemic, could have a
negative impact and result in a future impairment charge and could materially impact the Company's results of operations. At March 31, 2020, the
remaining indefinite-lived tradenames and trademarks related to the Equipment & Instruments reporting unit was $75.0 million. Based on the quantitative
assessments performed for the indefinite-lived intangible assets related to the businesses in the three other reporting units, the Company believes that its
adjusted long-term forecasted cash flows do not indicate that the fair value of the indefinite-lived intangible assets may be below their carrying value.
A reconciliation of changes in the Company’s goodwill by reportable segment were as follows:
Technologies &
Equipment

(in millions)
Balance at December 31, 2019

$

Impairment

2,515.7

Consumables
$

880.8

(156.6)

Effects of exchange rate changes

2,326.8

$

3,396.5

—

(32.3)
$

Balance at March 31, 2020

Total
(156.6)

(15.8)
$

865.0

(48.1)
$

3,191.8

The gross carrying amount of goodwill and the cumulative goodwill impairment were as follows:
March 31, 2020
(in millions)
Technologies & Equipment

Gross Carrying
Amount
$

Consumables
Total effect of cumulative impairment

5,220.0

$

(2,893.2)

865.0
$

6,085.0

December 31, 2019

Cumulative
Impairment

Net Carrying
Amount
$

—
$

(2,893.2)
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2,326.8

Gross Carrying
Amount
$

865.0
$

3,191.8

5,252.3

Cumulative
Impairment
$

880.8
$

6,133.1

(2,736.6)

Net Carrying
Amount
$

2,515.7

$

3,396.5

—
$

(2,736.6)

880.8

Identifiable definite-lived and indefinite-lived intangible assets were as follows:
March 31, 2020
Gross
Carrying
Amount

(in millions)
Patents

$

1,328.4

December 31, 2019
Net
Carrying
Amount

Accumulated
Amortization
$

(536.7)

$

791.7

Gross
Carrying
Amount
$

1,351.3

Net
Carrying
Amount

Accumulated
Amortization
$

(517.9)

$

833.4

Tradenames and trademarks

76.4

(62.6)

13.8

79.0

(63.4)

15.6

Licensing agreements

36.0

(28.3)

7.7

36.0

(27.9)

8.1

Customer relationships
Total definite-lived

1,046.6

(407.4)

639.2

1,070.5

(399.2)

671.3

$

2,487.4

$

(1,035.0)

$

1,452.4

$

2,536.8

$

(1,008.4)

$

1,528.4

Indefinite-lived tradenames and
trademarks

$

593.0

$

—

$

593.0

$

647.9

$

—

$

647.9

Total identifiable intangible assets

$

3,080.4

$

(1,035.0)

$

2,045.4

$

3,184.7

$

(1,008.4)

$

2,176.3

During the three months ended March 31, 2019, the Company impaired $5.3 million of product tradenames and trademarks within the Technologies &
Equipment segment. The impairment was the result of a change in forecasted sales related to divestitures of non-strategic product lines.
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NOTE 13 – COMMITMENTS AND CONTINGENCIES
Litigation
The SEC’s Division of Enforcement has asked the Company to provide documents and information concerning the Company’s accounting and
disclosures. The Company is cooperating with the SEC’s investigation. The Company is unable to predict the ultimate outcome of this matter, or whether it
will have a material adverse effect on the Company’s consolidated financial position, results of operations or cash flows.
On January 11, 2018, Tom Redlich, a former employee, filed a lawsuit against the Company, demanding supplemental compensation pursuant to an
agreement allegedly entered into with Sirona Dental GmbH which was intended to entice Mr. Redlich to continue to work for the company for no less than
eight years following the date of this agreement. The Company filed its response on April 4, 2018, denying the authenticity and enforceability of, and all
liability under, the alleged agreement. Mr. Jost Fischer, upon invitation of the Company, joined the litigation against Mr. Redlich as a third party. In his
submission to the Court, Mr. Fischer disputed the central allegations raised by Mr. Redlich in his lawsuit. The Court held several hearings in the matter, and
then closed the hearings in June 2019 pending the Court’s decision on the capacity of Mr. Fischer to enter into a binding agreement of the type alleged by
Mr. Redlich in the manner alleged. On November 5, 2019, the Company received the Court’s judgment rejecting Mr. Redlich’s lawsuit and dismissing his
claims. Mr. Redlich appealed in December 2019 and the Company filed its response in January 2020 seeking to uphold the Court’s ruling. On February 27,
2020, the Company received the Appellate Court’s decision rejecting Mr. Redlich’s appeal and upholding the decision of the lower court dismissing his
claims. The Court of Appeals has denied Mr. Redlich the right to file a further appeal in this matter, however, on March 23, 2020, Mr. Redlich filed an
extraordinary appeal with the Austrian Supreme Court which will assess the appeal. If the Austrian Supreme Court accepts Mr. Redlich’s extraordinary
appeal, the Company will then file its response.
On January 25, 2018, Futuredontics, Inc., a former wholly-owned subsidiary of the Company, received service of a purported class action lawsuit
brought by Henry Olivares and other similarly situated individuals in the Superior Court of the State of California for the County of Los Angeles. In
January 2019, an amended complaint was filed adding another named plaintiff, Rachael Clarke, and various claims. The plaintiff class alleges several
violations of the California wage and hours laws, including, but not limited to, failure to provide rest and meal breaks and the failure to pay overtime. The
parties have engaged in written and other discovery. On February 5, 2019, Plaintiff Calethia Holt (represented by the same counsel as Mr. Olivares and Ms.
Clarke) filed a separate representative action in Los Angeles Superior Court alleging a single violation of the Private Attorneys’ General Act that is based
on the same underlying claims as the Olivares/Clarke lawsuit. On April 5, 2019, Plaintiff Kendra Cato filed a similar action in Los Angeles Superior Court
alleging a single violation of the Private Attorneys’ General Act that is based on the same underlying claims as the Olivares/Clarke lawsuit. The parties
intend to participate in a mediation in July 2020 and the case will be stayed until that time. The Company continues to vigorously defend against these
matters.
On June 7, 2018, and August 9, 2018, two putative class action suits were filed, and later consolidated, in the Supreme Court of the State of New York,
County of New York claiming that the Company and certain individual defendants, violated U.S. securities laws (the "State Court Class Action") by
making material misrepresentations and omitting required information in the December 4, 2015 registration statement filed with the SEC in connection
with the Merger. The amended complaint alleges that the defendants failed to disclose, among other things, that a distributor had purchased excessive
inventory of legacy Sirona products and that three distributors of the Company's products had been engaging in anticompetitive conduct. The plaintiffs seek
to recover damages on behalf of a class of former Sirona shareholders who exchanged their shares for shares of the Company's stock in the Merger. The
Company has filed motions to dismiss the amended complaint, to stay discovery pending resolution of the motion to dismiss, and to stay all proceedings
pending resolution of the Federal Class Action described below. On August 2, 2019, the Court denied the Company's motions to stay discovery and to stay
all proceedings. On August 21, 2019, the Company filed a notice of appeal of that decision. Briefing has not yet commenced on that appeal. On September
26, 2019, the Court granted the Company's motion to dismiss all claims. The associated judgment was entered on September 30, 2019. On October 25,
2019, the plaintiffs filed a notice of appeal of the motion to dismiss decision and the judgment. On November 4, 2019, the Company filed a notice of crossappeal of select rulings in the Court's motion to dismiss decision. On October 9, 2019, the plaintiffs moved by order to show cause to vacate or modify the
judgment and grant plaintiffs leave to amend their complaint. On February 4, 2020, the Court denied the plaintiffs' motion. On March 5, 2020, the plaintiffs
also filed a notice of appeal from the denial of their motion to vacate or modify the judgment and for leave to amend their complaint.
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On December 19, 2018, a related putative class action was filed in the U.S. District Court for the Eastern District of New York against the Company
and certain individual defendants (the "Federal Class Action"). The plaintiff makes similar allegations and asserts the same claims as those asserted in the
State Court Class Action. In addition, the plaintiff alleges that the defendants violated U.S. securities laws by making false and misleading statements in
quarterly and annual reports and other public statements between February 20, 2014, and August 7, 2018. The plaintiff asserts claims on behalf of a
putative class consisting of (a) all purchasers of the Company's stock during the period February 20, 2014 through August 7, 2018 and (b) former
shareholders of Sirona who exchanged their shares of Sirona stock for shares of the Company's stock in the Merger. The Company's motion to dismiss the
amended complaint was served on August 15, 2019. Briefing was completed on October 21, 2019 and the Company is awaiting the decision of the Court.
On April 29, 2019, two purported stockholders of the Company filed a derivative action on behalf of the Company in the U.S. District Court for the
District of Delaware against the Company's directors (the "Stockholder's Derivative Action"). Based on allegations similar to those asserted in the class
actions described above, the plaintiffs allege that the directors caused the Company to misrepresent its business prospects and thereby subjected the
Company to multiple securities class actions and other litigation. On September 20, 2019, the plaintiffs in the Stockholder's Derivative Action filed an
amended derivative complaint on behalf of the Company in the U.S. District Court for the District of Delaware against the Company's directors. The
plaintiffs assert claims for breach of fiduciary duty, unjust enrichment, waste of corporate assets, and violations of the U.S. securities laws. The plaintiffs
seek relief that includes, among other things, monetary damages and various corporate governance reforms. The Company filed a motion to dismiss, which
has been fully briefed by the parties. The Company is awaiting the Court's decision.
The Company intends to defend itself vigorously in these actions.
As a result of an audit by the IRS for fiscal years 2012 through 2013, on February 11, 2019, the IRS issued to the Company a “30-day letter” and a
Revenue Agent’s Report (“RAR”), relating to the Company’s worthless stock deduction in 2013 in the amount of $546.0 million. The RAR disallows the
deduction and, after adjusting the Company’s net operating loss carryforward, asserts that the Company is entitled to a refund of $4.7 million for 2012, has
no tax liability for 2013, and owes a deficiency of $17.1 million in tax for 2014, excluding interest. In accordance with ASC 740, the Company recorded
the tax benefit associated with the worthless stock deduction in the Company’s 2012 financial statements. The Company has submitted a formal protest
disputing on multiple grounds the proposed taxes.
The Company believes the IRS' position is without merit and believes that it is more likely-than-not the Company’s position will be sustained upon
further review. The Company has not accrued a liability relating to the proposed tax adjustments. However, the outcome of this dispute involves a number
of uncertainties, including those inherent in the valuation of various assets at the time of the worthless stock deduction, and those relating to the application
of the Internal Revenue Code and other federal income tax authorities and judicial precedent. Accordingly, there can be no assurance that the dispute with
the IRS will be resolved favorably. If determined adversely, the dispute would result in a current period charge to earnings and could have a material
adverse effect in the consolidated results of operations, financial position, and liquidity of the Company.
The Swedish Tax Agency has disallowed certain of the Company’s interest expense deductions for the tax years from 2013 to 2017 and is also
expected to do the same for the 2018 tax year. If such interest expense deductions were disallowed, the Company would be subject to an additional
$41.0 million in tax expense. The Company has appealed the disallowance to the Swedish Administrative Court. With respect to such deductions taken in
the tax years from 2013 to 2014, the Court ruled against the Company on July 5, 2017. On August 7, 2017, the Company appealed the unfavorable decision
of the Swedish Administrative Court. On November 5, 2018, the Company delivered its final argument to the Administrative Court of Appeals at a hearing.
The European Union Commission has taken the view that Sweden’s interest deduction limitation rules are incompatible with European Union law and
supporting legal opinions, and therefore the Company has not paid the tax or made provision in its financial statements for such potential expense. The
Company intends to vigorously defend its position and pursue related appeals.
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In addition to the matters disclosed above, the Company is, from time to time, subject to a variety of litigation and similar proceedings incidental to its
business. These additional legal matters involve a variety of matters, including claims for damages arising out of the use of the Company’s products and
services and claims relating to intellectual property matters including patent infringement, employment matters, tax matters, commercial disputes,
competition and sales and trading practices, personal injury, and insurance coverage. The Company may also become subject to lawsuits as a result of past
or future acquisitions or as a result of liabilities retained from, or representations, warranties or indemnities provided in connection with, divested
businesses. Some of these lawsuits may include claims for punitive and consequential, as well as compensatory damages. Based upon the Company’s
experience, current information and applicable law, it does not believe that these additional legal matters will have a material adverse effect on its
consolidated results of operations, financial position or liquidity. However, in the event of unexpected further developments, it is possible that the ultimate
resolution of these matters, or other similar matters, if unfavorable, may be materially adverse to the Company’s business, financial condition, results of
operations or liquidity.
While the Company maintains general, product, property, workers’ compensation, automobile, cargo, aviation, crime, fiduciary and directors’ and
officers’ liability insurance up to certain limits that cover certain of these claims, this insurance may be insufficient or unavailable to cover such losses. In
addition, while the Company believes it is entitled to indemnification from third parties for some of these claims, these rights may also be insufficient or
unavailable to cover such losses.
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DENTSPLY SIRONA Inc. and Subsidiaries
Item 2 – Management’s Discussion and Analysis of Financial Condition and Results of Operations
Information included in or incorporated by reference in this Form 10-Q, and other filings with the U.S. Securities and Exchange Commission (the
“SEC”) and the Company’s press releases or other public statements, contains or may contain forward-looking statements. Please refer to a discussion of
the Company’s forward-looking statements and associated risks in Part I, “Forward-Looking Statements,” Part I, Item 1, “Business” and Part I, Item 1A,
"Risk Factors" of the Company's Form 10-K for the year ended December 31, 2019. See updated risk factors in Part II, Item 1A, "Risk Factors" of this
Form 10-Q.
OVERVIEW
Highlights
•

As a result of COVID-19, the Company’s net sales and net income have been impacted throughout the world by government authorities issuing
stay-at-home orders, social distancing guidelines and other mitigation-related efforts to its citizens in an effort to slow the spread of COVID-19.

•

For the three months ended March 31, 2020, the Company recorded a goodwill impairment charge of $156.6 million and indefinite-lived
intangible asset impairment of $38.7 million.

•

For the three months ended March 31, 2020, net sales decreased 7.6% compared to the three months ended March 31, 2019.

•

For the three months ended March 31, 2020, the Company generated a net loss per diluted common share of $0.63 compared to net earnings per
diluted common share of $0.17 for the three months ended March 31, 2019.

•

Cash flow used in operations for the three months ended March 31, 2020 was $10.7 million, as compared to cash provided by operations of $29.3
million for the three months ended March 31, 2019.

Company Profile
DENTSPLY SIRONA Inc. ("Dentsply Sirona" or the "Company"), is the world’s largest manufacturer of professional dental products and
technologies, with a 133-year history of innovation and service to the dental industry and patients worldwide. Dentsply Sirona develops, manufactures, and
markets a comprehensive solutions offering including dental equipment and dental consumable products under a strong portfolio of world class brands. The
Company also manufactures and markets healthcare consumable products. As The Dental Solutions Company, Dentsply Sirona’s products provide
innovative, high-quality and effective solutions to advance patient care and deliver better, safer and faster dentistry. Dentsply Sirona’s worldwide
headquarters is located in Charlotte, North Carolina. The Company’s shares of common stock are listed in the United States on Nasdaq under the symbol
XRAY.
BUSINESS
The Company operates in two operating segments, Technologies & Equipment and Consumables.
The Technologies & Equipment segment is responsible for the worldwide design, manufacture, sales and distribution of the Company’s Dental
Technology and Equipment Products and Healthcare Consumable Products. These products include dental implants, CAD/CAM systems, orthodontic clear
aligner products, imaging systems, treatment centers, instruments, as well as consumable medical device products.
The Consumables segment is responsible for the worldwide design, manufacture, sales and distribution of the Company’s Dental Consumable Products
which include preventive, restorative, endodontic, and dental laboratory products.
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The impact of COVID-19 and the Company’s response
The Company’s net sales and net income have been impacted as a result of governments throughout the world mandating stay-at-home orders, social
distancing guidelines and other mitigation-related efforts to its citizens in an effort to slow the spread of COVID-19. This also includes worldwide
government mandates to limit certain dental procedures to those that could be considered emergency only.
The impact to the Company during the quarter ended March 31, 2020 was as follows:
•

As previously announced, in the early part of the first quarter, the Company started to experience declines in customer demand in Asia as a result
of the effects of COVID-19.

•

As COVID-19 spread to other geographies during the first quarter, the Company experienced effects on customer demand in those regions as well.
In early March, the Company experienced declines in demand in the European region, followed by North and South America in the second half of
March. These decreases in demand were primarily driven by the government actions taken to limit the spread of COVID-19. Additionally, enduser demand was affected by guidance from professional dental associations recommending practitioners only perform emergency procedures,

The Company’s response to the pandemic through March 31, 2020 was as follows:
•

A COVID-19 infection crisis management process was implemented by the Company to have a unified approach to responding to employees
infected by the coronavirus. All potential and actual cases across the Company are reviewed to ensure that the Company manages exposed
employees appropriately, consistently and safely.

•

The Company put in place a travel ban, implemented a work from home policy where possible and banned all meetings of more than 10 people.
These measures were taken to limit employee exposure to COVID-19 as well as comply with stay-at-home and social distancing guidelines.

•

A customer service support continuity plan was implemented to meet customer needs. Technical support is being maintained to continue to assist
the Company’s customers during this period while still ensuring employees' safety.

•

The Company suspended or significantly reduced operations at most of its principal manufacturing and distribution locations, which included
furloughing employees related to these locations. While the operations were suspended or significantly reduced, the Company continued to fulfill
customer demand. The Company also continued sales and manufacturing operations at normal levels within the Healthcare business.

•

The Company reduced spending on sales, marketing and other related expenses due to the decrease in customer demand. Additionally, the
Company instituted a global hiring freeze, a reduction in temporary employees and consultants as well as curtailed or stopped all projects that are
not critical to the continuity of the business. Despite these reductions, the Company has maintained investment in critical capital and research and
development projects as well as global efficiency and cost savings initiatives.

The impact to the Company subsequent to March 31, 2020 includes:
•

The Company continues to see lower level of customer demand on a global basis as a result of government authorities extending actions taken in
response to COVID-19.

•

While government authorities are beginning to lift some of these restrictions, the end dates for all restrictions being lifted are still unknown. It is
also uncertain when customer demand will return to pre-COVID-19 levels upon lifting these restrictions.

•

As part of the process of lifting restrictions, each government authority is assessing the need for incremental procedures and regulations that may
be required for customers to resume operations. It is uncertain how these procedures and regulations will impact customer demand.
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In addition to continuing the above measures, subsequent to the quarter ended March 31, 2020, the Company’s additional actions were as follows:
•
•

During April, the Company announced additional furloughs or the reduction of working hours for employees throughout its organization. The total
number of employees impacted by these measures represents approximately 52% of the workforce. The Company will continue to assess its
manufacturing and other functions and adjust staffing as necessary.
For the safety of all employees and customers, the Company has established additional protocols as well as following all mandated regulatory
requirements imposed by the country, the state and the local jurisdictions in which the Company operates.

•

The Company has also implemented salary reductions of up to 25% for most employees of the Company who were not furloughed during April
where allowed by law, including members of management. The reductions are in place for at least 60 days, after which time the Company will
review the continuation of the reductions if the impacts of COVID-19 have not lessened. The CEO will forego all but that portion of his base
salary necessary to fund, on an after-tax basis, his contributions to continue to participate in the Company’s health benefits plan and meet certain
other legal requirements. In addition, each member of the Board of Directors has agreed to waive one quarter of his or her annual cash retainer for
2020.

•

Many governments across the world have instituted programs to reimburse business entities for a portion of employee compensation expense for
employees that are furloughed or that are working reduced hours. The Company is applying for relief under these programs as well as certain other
programs instituted by governments to mitigate the negative impacts of COVID-19.

•

In an effort to preserve liquidity, the Company has taken action related to deferring the payment of income and payroll tax related liabilities where
governments have allowed such deferrals. Additionally, the Company implemented cost containment measures to ensure the preservation of cash.

•

Further, out of an abundance of caution in order to support its liquidity, the Company entered into and announced on April 9, 2020, a $310.0
million revolving credit facility and on May 5, 2020 entered into a 40.0 million euro revolving credit facility. These credit facilities are in addition
to the Company’s $700.0 million revolving credit facility disclosed in its Form 10-K for December 31, 2019 filed on March 2, 2020. The
Company is currently evaluating additional financing to further support its liquidity through the COVID-19 pandemic.

•

Although the Company has no immediate need for additional liquidity, the Company has elected to drawdown the full amount of its $700.0
million revolving credit facility to provide additional liquidity and financial flexibility in light of current economic conditions and uncertainties
arising in connection with the COVID-19 pandemic.

Up through the date of the filing of this Form 10-Q, the Company continues to operate its principal manufacturing facilities and other operations at a
reduced capacity with the exception of its Healthcare business which is operating at normal capacity. While at a reduced level, the Company is still selling
all products in its portfolio. The Company cannot estimate when its net sales will return to pre-COVID-19 levels or when manufacturing facilities and other
operations will resume operating at a normal capacity. The Company continues to monitor the COVID-19 pandemic. As governmental authorities adjust
restrictions globally, the Company will appropriately staff sales, manufacturing and other functions to meet customer demand and deliver on continuity
critical projects while also complying with all government requirements.
Business Drivers
The primary drivers of sales growth include macroeconomic factors, global dental market demand, innovation and new product launches by the
Company, as well as continued investments in sales and marketing resources, including clinical education. Management believes that the Company’s ability
to execute its strategies should allow it to grow faster than the underlying dental market over time. On a short-term basis, sudden changes in the
macroeconomic environment such as COVID-19, changes in strategy, or distributor inventory levels can and have impacted the Company's sales growth.
The Company has a focus on maximizing operational efficiencies on a global basis. The Company has expanded the use of technology as well as
process improvement initiatives to enhance global efficiency. In addition, management continues to evaluate the worldwide consolidation of operations and
functions to further reduce costs. While the Company continues consolidation initiatives which can have an adverse impact on reported results in the shortterm, the Company expects that the continued benefits from these global efficiency efforts will improve its cost structure over time.
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Product innovation is a key component of the Company’s overall growth strategy. New advances in technology are anticipated to have a significant
influence on future products in the dentistry and consumable medical device markets in which the Company operates. As a result, the Company continues
to pursue research and development initiatives to support technological development, including collaborations with various research institutions and dental
schools. In addition, the Company licenses and purchases technologies developed by third parties. Although the Company believes these activities will lead
to new innovative dental and healthcare products, they involve new technologies and there can be no assurance that marketable products will be developed.
Subject to the pace of the post-pandemic recovery, the Company intends to continue pursing opportunities to expand the Company’s product offerings,
technologies, and sales and service infrastructure through partnerships and acquisitions. Although the professional dental and the consumable medical
device markets in which the Company operates have experienced consolidation, they remain fragmented. Management believes that there will continue to
be adequate opportunities to participate as a consolidator in the industry for the foreseeable future.
The Company’s business is subject to quarterly fluctuations of consolidated net sales and net income. Price increases, promotional activities, as well as
changes in inventory levels at distributors contribute to this fluctuation. The Company typically implements most of its price increases in January or
October of a given year across most of its businesses. Distributor inventory levels tend to increase in the period leading up to a price increase and decline in
the period following the implementation of a price increase. Required minimum purchase commitments under agreements with key distributors may
increase inventory levels in excess of retail demand. These net inventory changes have impacted the Company’s consolidated net sales and net income in
the past, and may continue to do so in the future, over a given period or multiple periods. In addition, the Company may from time to time, engage in new
distributor relationships that could cause fluctuations of consolidated net sales and net income. Distributor inventory levels may fluctuate, and may differ
from the Company’s predictions, resulting in the Company’s projections of future results being different than expected. There can be no assurance that the
Company’s dealers and customers will maintain levels of inventory in accordance with the Company’s predictions or past history, or that the timing of
customers’ inventory build or liquidation will be in accordance with the Company’s predictions or past history. The Company anticipates that inventory
levels will fluctuate as dealers and customers manage the effects of COVID-19 on their businesses. Any of these fluctuations could be material to the
Company’s consolidated financial statements.
Impact of Foreign Currencies
Due to the Company’s significant international presence, movements in foreign currency exchange may impact the Consolidated Statements of
Operations. With approximately two-thirds of the Company’s net sales located outside the United States, the Company’s consolidated net sales are
impacted negatively by the strengthening or positively impacted by the weakening of the U.S. dollar. Additionally, movements in certain foreign exchange
rates may unfavorably or favorably impact the Company’s results of operations, financial condition and liquidity as a number of the Company’s
manufacturing and distribution operations are located outside of the U.S.
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RESULTS OF OPERATIONS, QUARTER ENDED MARCH 31, 2020 COMPARED TO QUARTER ENDED MARCH 31, 2019
Net Sales
Beginning with the quarter ended March 31, 2020 the Company no longer presents net sales excluding precious metals as a Non-GAAP measure. The
use of precious metals has declined in the dental industry as other materials, including zirconia oxide and other ceramics have become widely used. As a
result of this decline, the amount of precious metal sales in net sales is not meaningful to the Company's financial results.
Beginning with the quarter ended March 31, 2020, the Company has started to use the term "organic sales" as an alternative Non-GAAP measure. Prior
to this, the Company traditionally had disclosed "internal sales growth" as a Non-GAAP measure. The Company has updated the prior period to conform to
the current year organic sales presentation.
The Company defines "organic sales" as the increase or decrease in net sales excluding: (1) net sales from acquired and divested businesses recorded
prior to the first anniversary of the acquisition or divestiture, (2) net sales attributable to discontinued product lines in both the current and prior year
periods, and (3) the impact of foreign currency translation, which is calculated by comparing current-period sales to prior-period sales, with both periods
converted to the U.S. dollar rate at local currency foreign exchange rates for each month of the prior period.
The "organic sales" measure is not calculated in accordance with accounting principles generally accepted in the United States ("US GAAP");
therefore, this item represents a Non-GAAP measure. This Non-GAAP measure may differ from those used by other companies and should not be
considered in isolation from, or as a substitute for, measures of financial performance prepared in accordance with US GAAP. Organic sales is an important
internal measure for the Company. The Company's senior management receives a monthly analysis of operating results that includes organic sales. The
performance of the Company is measured on this metric along with other performance metrics.
The Company discloses organic sales to allow investors to evaluate the performance of the Company’s operations exclusive of certain items that
impact the comparability of results from period to period and may not be indicative of past or future performance of the normal operations of the Company.
The Company believes that this information is helpful in understanding underlying net sales trends.
Three Months Ended March 31,
(in millions, except percentages)
Net sales

2020
$

874.3

2019
$

946.2

$ Change
$

(71.9)

% Change
(7.6 %)

Net sales for the three months ended March 31, 2020 were $874.3 million, a decrease of $71.9 million or 7.6% from the three months ended March 31,
2019. The decrease in net sales was primarily driven by the Consumables segment partially offset by growth in the Technologies & Equipment segment.
Net sales were negatively impacted by approximately 1.9% due to the strengthening of the U.S. dollar as compared to the same prior year period. This
decrease included the negative impact of 1.3% from divestitures of non-strategic businesses and a 0.1% reduction due to discontinued products.
For the three months ended March 31, 2020, net sales decreased 4.3% on an organic sales basis. The decline in organic sales was driven by the
Consumables segment of 15.2%, partially offset by growth in the Technologies & Equipment segment of 4.8%.
During the quarter ended March 31, 2020, the Company saw normal sales levels for the months of January and February and started to experience a
decline in sales volume during March as certain countries in Asia and Europe began to issue stay-at-home and social distancing guidelines which were
quickly adopted in the United States as well.
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The ultimate impact that COVID-19 will have on 2020 results is unknown at this time, as it will depend heavily on the duration of the stay-at-home
orders, as well as the substance and pace of the post-pandemic recovery. However, at this time the Company expects that the COVID-19 pandemic will
materially impact 2020 net sales. The Company bases this estimate on overall market trends and the stay-at-home orders primarily in Europe and United
States that will last at least through the middle of the Company's second quarter.
Net Sales Region
Net sales by geographic region were as follows:
Three Months Ended March 31,
(in millions, except percentages)
United States

2020
$

300.5

2019
$

313.4

$ Change
$

% Change

(12.9)

(4.1 %)

Europe

373.1

395.8

(22.7)

(5.7 %)

Rest of World

200.7

237.0

(36.3)

(15.3 %)

United States
Net sales for the three months ended March 31, 2020 were $300.5 million, a decrease of $12.9 million or 4.1% from the three months ended March 31,
2019. The decrease in net sales was primarily driven by the Consumables segment partially offset by growth in the Technologies & Equipment segment.
The decrease included a 2.2% reduction from divestitures of non-strategic businesses.
For the three months ended March 31, 2020, net sales decreased by 1.2% on an organic sales basis. The decline in organic sales was attributable to the
Consumables segment, partially offset by growth in the Technologies & Equipment segment.
Europe
Net sales for the three months ended March 31, 2020 were $373.1 million, a decrease of $22.7 million or 5.7% from the three months ended March 31,
2019. The decrease in net sales was primarily driven by the Consumables segment partially offset by growth in the Technologies & Equipment segment.
The three months ended March 31, 2020 was negatively impacted by approximately 2.5% due to the strengthening of the U.S. dollar as compared to the
same prior year period. The decrease included a 1.1% reduction from divestitures of non-strategic businesses and a 0.1% reduction due to discontinued
products.
For the three month period ended March 31, 2020, net sales decreased by 2.0% on an organic sales basis. The decline in organic sales was attributable
to the Consumables segment, partially offset by growth in the Technologies & Equipment segment.
Rest of World
Net sales for the three months ended March 31, 2020 were $200.7 million, a decrease of $36.3 million or 15.3% from the three months ended
March 31, 2019. The decrease in net sales was primarily driven by the Consumables segment. The three months ended March 31, 2020 was negatively
impacted by approximately 2.4% due to the strengthening of the U.S. dollar as compared to the same prior year period. The decrease included a 0.5%
reduction from divestitures of non-strategic businesses and 0.4% reduction due to discontinued products.
For the three month period ended March 31, 2020, net sales decreased by 12.0% on an organic sales basis. The decline in organic sales was driven by
the Consumables segment.
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Gross Profit
Three Months Ended March 31,
(in millions, except percentages)
Gross profit

2020
$

467.8

Gross profit as a percentage of net sales

2019
$

53.5 %

$ Change

499.7

$

(31.9)

% Change
(6.4 %)

52.8 %

Gross profit as a percentage of net sales increased by 70 basis points for the three months ended March 31, 2020 as compared to the three months
ended March 31, 2019.
For the three months ended March 31, 2020, the increase in the gross profit rate was primarily driven by the benefit from divesting non-strategic
businesses with a lower gross profit rate, cost reduction measures including COVID-19 related actions, favorable product mix, partially offset by
unfavorable manufacturing variances for the period ended March 31, 2019.
For the remainder of 2020, the Company believes the gross profit rate will be unfavorably impacted as a result of manufacturing facilities operating at
reduced volume until market demand returns to normal levels.
Operating Expenses
Three Months Ended March 31,
(in millions, except percentages)
Selling, general, and administrative expenses

2020
$

393.5

Goodwill impairment

2019
$

$ Change

431.9

$

(38.4)

156.6

—

156.6

Restructuring and other costs

42.5

20.5

22.0

SG&A as a percentage of net sales

45.0 %

45.6 %

% Change
(8.9 %)
NM
107.3 %

NM - not meaningful

Selling, general, and administrative expenses
Selling, general, and administrative expenses ("SG&A"), including research and development expenses, as a percentage of net sales for the three
months ended March 31, 2020 decreased 60 basis points as compared to the three months ended March 31, 2019.
For the three months ended March 31, 2020, the lower rate was primarily driven by lower incentive compensation costs, favorable rate impact as a
result of divesting non-strategic businesses, and lower trade show expenses, partially offset by the higher expense rate due to lower sales.
For the remainder of 2020, the Company believes the SG&A expenses will be lower than 2019, primarily due to the cost reduction measures including
COVID-19 related actions. The cost reduction measures includes, but is not limited to the reduction of the following expense categories: marketing and
promotion expenses, travel and meeting expenses, salary expenses, and professional services. The Company expects to continue these measures until sales
start to return to a more normal level.
Goodwill impairment
For the three months ended March 31, 2020, the Company recorded a goodwill impairment charge of $156.6 million. The charge is related to the
Equipment & Instruments reporting unit within the Technologies & Equipment segment. For further details see Part 1, Item 1, Note 12, Goodwill and
Intangible Assets, in the Notes to Unaudited Consolidated Financial Statements of this Form 10-Q.
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Restructuring and Other Costs
The Company recorded restructuring and other costs of $42.5 million for the three months ended March 31, 2020 compared to $20.5 million for the
three months ended March 31, 2019.
The Company recorded $2.3 million of restructuring costs for the three months ended March 31, 2020 compared to $14.2 million for the three months
ended March 31, 2019.
During the three months ended March 31, 2020, the Company recorded $40.2 million of other costs, which consist primarily of impairment charges of
$38.7 million related to indefinite-lived intangible assets. During the three months ended March 31, 2019, the Company recorded $6.3 million of other
costs, which consisted primarily of impairment charges of $5.3 million related to indefinite-lived intangible assets. For further details see Part 1, Item 1,
Note 12, Goodwill and Intangible Assets, in the Notes to Unaudited Consolidated Financial Statements of this Form 10-Q.
Other Income and Expense
Three Months Ended March 31,
(in millions)

2020

Net interest expense

$

Other expense (income), net

2019
6.3

$

(1.4)
$

Net interest and other expense (income)

4.9

$ Change
7.3

$

(13.8)
$

(6.5)

(1.0)
12.4

$

11.4

Net Interest Expense
Net interest expense for the three months ended March 31, 2020 decreased $1.0 million as compared to the three months ended March 31, 2019. Lower
average debt levels in 2020 was the primary driver when compared to the prior year period resulting in lower net interest expense.
On April 22, 2020 the Company announced it drew down $700.0 million under its 2018 revolving credit facility and as a result, the Company's interest
expense will increase throughout the remainder of 2020. See Part I, Item 1, Note 11, Financing Arrangements, in the Notes to the Unaudited Interim
Consolidated Financial Statements of this Form 10-Q for further details.
Other Expense (Income), Net
Other expense (income), net for the three months ended March 31, 2020 was income of $1.4 million. Other expense (income), net for the three months
ended March 31, 2019 was income of $13.8 million and consisted primarily of a gain on the sale of a non-strategic business.
On April 7, 2020, the Company terminated its entire net investment hedge portfolio early which resulted in a $48.1 million gain. The Company elected
to enter into this transaction to convert the favorable gain position into additional liquidity. As a result, the Company expects other income related to this
hedge portfolio will decline throughout the remainder of 2020.
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Income Taxes and Net Income
Three Months Ended March 31,
(in millions, except per share data and percentages)

2020
$

Provision for income taxes

2019
10.2

$

14.6

NM

Effective income tax rate

$ Change
$

(4.4)

$

(179.1)

27.1 %

Net (loss) income attributable to Dentsply Sirona

$

(139.9)

$

39.2

Net (loss) income per common share - diluted

$

(0.63)

$

0.17

NM - Not meaningful

Provision for Income Taxes
For the three months ended March 31, 2020, income taxes were a provision of $10.2 million as compared to a net provision of $14.6 million during the
three months ended March 31, 2019.
During the three months ended March 31, 2020, the Company recorded $6.0 million of tax expense for other discrete tax matters. The Company also
recorded a $10.6 million tax benefit as a discrete item related to the indefinite-lived intangible asset impairment charge. Excluding these discrete tax items
and adjusting pretax income to exclude the pretax charge related to the impairment of the intangible assets and non-deductible goodwill impairment charge,
the Company’s effective tax rate was 22.6%.
During the three months ended March 31, 2019, the Company recorded $2.4 million of tax expense for discrete tax matters. The Company also
recorded a $1.5 million tax benefit related to the indefinite-lived intangible asset impairment charge recorded during the quarter. Excluding these discrete
tax items and adjusting pretax income to exclude the pretax charge related to the impairment of the indefinite-lived intangible assets, the Company’s
effective tax rate was 23.2%.
The Company is restructuring its business through streamlining of the organization and consolidating functions. Realization of the benefits of these
plans could give rise to the release of a valuation allowance that has been established on the Company’s deferred tax assets in a future period.
Operating Segment Results
Net Sales
Three Months Ended March 31,
(in millions, except percentages)
Technologies & Equipment

2020
$

520.3

Consumables

2019
$

520.8

354.0

$ Change
$

425.4

% Change

(0.5)

(0.1 %)

(71.4)

(16.8 %)

Segment Operating Income
Three Months Ended March 31,
(in millions, except percentages)
Technologies & Equipment

2020
$

2019

111.1

Consumables

61.6
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$

$ Change
71.8

105.7

$

% Change

39.3

54.7 %

(44.1)

(41.7 %)

Technologies & Equipment
Net sales for the three months ended March 31, 2020 were $520.3 million, a decrease of $0.5 million or 0.1% from the three months ended March 31,
2019. The decrease in net sales was primarily a result of Implants and Equipment & Instruments businesses, partially offset by the increase in Digital
Dentistry and Healthcare sales. Net sales were negatively impacted by approximately 2.2% due to the strengthening of the U.S. dollar over the prior year
period. The increase included a 2.4% negative impact from divestitures of non-strategic businesses and a 0.3% reduction due to discontinued products.
For the three months ended March 31, 2020, net sales increased 4.8% on an organic sales basis. Organic sales growth was primarily driven by the U.S.
region.
Key drivers of the increase in organic sales for the three months ended March 31, 2020, were Digital Dentistry and Healthcare businesses partially
offset by the decline in Implants and Equipment & Instruments sales. The growth in Digital Dentistry was the result of new product sales in the CAD/CAM
business. The decline in Implant sales was primarily the result of a decline in elective dental-related procedures during the period as a result of the COVID19 pandemic.
Operating income increased $39.3 million or 54.7% for the three months ended March 31, 2020 as compared to the same prior year period. The
increase in operating income was primarily related to higher sales of CAD/CAM products and cost reduction measures including COVID-19 related
actions, partially offset by the impact of loss of sales volume due to COVID-19.
Consumables
Net sales for the three months ended March 31, 2020 were $354.0 million, a decrease of $71.4 million or 16.8% from the three months ended
March 31, 2019. The decrease in net sales was primarily a result of the Endodontic, Restorative, and Preventive businesses. Net sales were negatively
impacted by approximately 1.6% due to the strengthening of the U.S. dollar as compared to the same prior year period.
For the three months ended March 31, 2020, net sales decreased 15.2% on an organic sales basis. The decline in organic sales was due to lower
demand in all regions as customers reduced dental related procedures in response to the COVID-19 pandemic.
Key drivers of the decline in organic sales for the three months ended March 31, 2020, were the Endodontic, Restorative, and Preventive businesses.
Operating income decreased $44.1 million or 41.7% for the three months ended March 31, 2020 as compared to the same prior year period. The
decrease in operating income was primarily related to volume and unfavorable manufacturing variances due to the impact of COVID-19 on the
Consumable product sales, partially offset by cost reduction measures including COVID-19 related actions.
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CRITICAL ACCOUNTING POLICIES
Except as noted below, there have been no other significant material changes to the critical accounting policies as disclosed in the Company’s Form
10-K for the year ended December 31, 2019.
Goodwill Impairment Testing
Goodwill
Goodwill is not amortized; instead, it is tested for impairment annually or more frequently if indicators of impairment exist. The valuation date for
annual impairment testing is April 30.
In conjunction with the preparation of the financial statements for the three months ended March 31, 2020, the Company identified a triggering event,
and as result, the Company recorded a goodwill impairment charge of $156.6 million related to the Equipment & Instruments reporting unit within the
Technologies & Equipment segment. The goodwill impairment charge was primarily driven by a change in forecasted sales due to the COVID-19
pandemic which resulted in a lower fair value for this reporting unit. For further information, see Part I, Item 1, Note 12, Goodwill and Intangible Assets, in
the Notes to Unaudited Consolidated Financial Statements of this Form 10-Q. The assumptions and estimates used in determining the fair value of these
reporting units contain uncertainties, and any changes to these assumptions and estimates could have a negative impact and result in a future impairment.
For the Company’s reporting units that were not impaired, the Company applied a hypothetical sensitivity analysis. If the WACC rate of each of these
reporting units had been hypothetically increased by 100 basis points at March 31, 2020, one reporting unit, within the Company's Technologies &
Equipment segment, would have a fair value that would approximate net book value. If the fair value of each of these reporting units had been
hypothetically reduced by 5% at March 31, 2020, the fair value of those reporting units would still exceed net book value. If the fair value of each of these
reporting units had been hypothetically reduced by 10% at March 31, 2020, one reporting unit, as disclosed above, would have a fair value that would
approximate net book value. Goodwill for this reporting unit totals $1.1 billion at March 31, 2020.
If the Company’s analysis in the future indicates additional unfavorable impacts related to the ongoing COVID-19 pandemic, an increase in discount
rates or a degradation in the overall markets served by these reporting units, it could result in impairment of the carrying value of goodwill to its implied
fair value. There can be no assurance that the Company’s future goodwill impairment testing will not result in a charge to earnings.
Indefinite-Lived Assets
Indefinite-lived intangible assets consist of tradenames and trademarks and are not subject to amortization; instead, they are tested for impairment
annually or more frequently if indicators of impairment exist or if a decision is made to sell a business. The valuation date for annual impairment testing is
April 30.
The Company, in conjunction with the goodwill impairment test, assessed the indefinite-lived intangible assets within the Equipment & Instruments
reporting unit as of March 31, 2020 which largely consists of acquired tradenames and trademarks. As a result of the impairment test of indefinite-lived
intangible assets, the Company recorded an impairment charge of $38.7 million for the three months ended March 31, 2020 which was recorded in
Restructuring and other costs in the Consolidated Statements of Operations. The impaired indefinite-lived intangibles assets are tradenames and trademarks
related to the Equipment & Instruments reporting unit. The impairment charge was primarily driven by a decline in forecasted sales due to the COVID-19
pandemic. For further information see Part I, Item 1, Note 12, Goodwill and Intangible Assets, in the Notes to Unaudited Consolidated Financial
Statements of this Form 10-Q. The assumptions and estimates used in determining the fair value of the indefinite-lived intangible assets contain
uncertainties, and any changes to these assumptions and estimates could have a negative impact and result in a future impairment.
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For the Company’s indefinite-lived intangible assets within the Equipment & Instruments reporting unit that were not impaired, the Company applied a
hypothetical sensitivity analysis. If the fair value of each of these indefinite-lived intangibles assets had been hypothetically reduced by 10% or the discount
rate had been hypothetically increased by 50 basis points at March 31, 2020, the fair value of these assets would still exceed their book value.
Should the Company’s analysis in the future indicate additional unfavorable impacts related to the ongoing COVID-19 pandemic, an increase in
discount rates, or a degradation in the use of the tradenames and trademarks, it could result in impairment of the carrying value of the indefinite-lived
intangible assets to its implied fair value. There can be no assurance that the Company’s future indefinite-lived intangible asset impairment testing will not
result in a charge to earnings.
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LIQUIDITY AND CAPITAL RESOURCES
Three months ended March 31, 2020
Net loss of $139.9 million for the three months ended March 31, 2020, a decrease of $179.1 million as compared to net income of $39.2 million for the
three months ended March 31, 2019, primarily as a result of impairment charges. Cash used in operating activities during the three months ended March 31,
2020 was $10.7 million compared to cash provided of $29.3 million during the three months ended March 31, 2019. Cash from operations decreased $40.0
million for the three months of 2020 as compared to the same period in 2019. The Company’s cash and cash equivalents decreased by $169.0 million to
$235.9 million during the three months ended March 31, 2020.
For the three months ended March 31, 2020, on a constant currency basis, the number of days of sales outstanding in accounts receivable increased by
11 days to 73 days as compared to 62 days at December 31, 2019. The increase in days of sales outstanding in accounts receivable was primarily due to
lower sales for the three months ended March 31, 2020 as compared to the three months ended December 31, 2019 as the COVID-19 pandemic decreased
customer demand in the month of March. On a constant currency basis, the number of days of sales in inventory increased by 11 days to 127 days at
March 31, 2020 as compared to 116 days at December 31, 2019. The increase in inventory days is primarily due to higher finished goods inventory that
could not be sold and higher raw material inventories that were received but not consumed all as a result of lower customer demand due to COVID-19. The
Company calculates “constant currency basis” by removing the impact of foreign currency translation, which is calculated by comparing current-period
sales, accounts receivables, and inventory to prior-period sales, accounts receivable, and inventory, with both periods converted to the U.S. dollar rate at
local currency foreign exchange rates for each month of the prior period.
Cash used in investing activities during the first three months of 2020 included capital expenditures of $25.6 million and cash proceeds from net
investment hedges of $9.4 million. The Company expects critical capital expenditures to be in the range of approximately $75 million to $100 million for
the full year 2020.
On April 7, 2020, the Company terminated its entire net investment hedge portfolio early which resulted in a $48.1 million cash receipt in the second
quarter of 2020. The Company elected to enter into this transaction to convert the favorable gain position into additional liquidity.
Cash used in financing activities for the three months ended March 31, 2020 was primarily related to dividend payments of $22.1 million, proceeds on
short-term borrowings of $30.8 million, and share repurchases of $140.0 million.
On March 9, 2020, the Company entered into an Accelerated Share Repurchase Transaction (“ASR Agreement") for $140.0 million. Under the ASR
Agreement, the Company received 80% of the then estimate total shares up-front or 2.7 million shares at the then current price of $42.12. The Company
will receive the balance of the shares after the trading window is closed, determined by dividing the notional $140.0 million by the volume-weighted
average price during the trading window less a discount of $0.63 per share, which will close May 8, 2020 or sooner, at the counterparty’s election. At
March 31, 2020, the Company held 45.4 million shares of treasury stock. The Company received proceeds of $3.8 million as a result of the exercise of 0.1
million of stock options during the three months ended March 31, 2020. Including prior year repurchases, the total amount repurchased under this
authorization is $622.2 million leaving $377.8 million available to be repurchased. Additional share repurchases, if any, will be made through open market
purchases, Rule 10b5-1 plans, accelerated share repurchases, privately negotiated transactions or other transactions in such amounts and at such times as
the Company deems appropriate based upon prevailing market and business conditions and other factors.
The Company's total borrowings increased by a net $18.8 million during the three months ended March 31, 2020, which includes a decrease of $11.4
million due to exchange rate fluctuations on debt denominated in foreign currencies. At March 31, 2020 and December 31, 2019, the Company's ratio of
total net debt to total capitalization was 20.0% and 16.8%, respectively. The Company defines net debt as total debt, including current and long-term
portions, less cash and cash equivalents and total capitalization as the sum of net debt plus equity.
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Under its multi-currency revolving credit agreement, the Company is able to borrow up to $700.0 million through July 28, 2024. This facility is
unsecured and contains certain affirmative and negative covenants relating to the operations and financial condition of the Company. The most restrictive
of these covenants pertain to asset dispositions and prescribed ratios of indebtedness to total capital and operating income, plus depreciation and
amortization to interest expense. At March 31, 2020, the Company was in compliance with these covenants. The Company also has available an aggregate
$500.0 million under a U.S. dollar commercial paper program. The $700.0 million revolver serves as a back-up to the commercial paper program, thus the
total available credit under the commercial paper program and the multi-currency revolving credit facilities in the aggregate is $700.0 million. At
March 31, 2020, there were no outstanding borrowings under the $700.0 million multi-currency revolving credit facility. The Company had $31.2 million
outstanding borrowings under the commercial paper program at March 31, 2020.
The Company also has access to $36.0 million in uncommitted short-term financing under lines of credit from various financial institutions. The lines
of credit have no major restrictions and are provided under demand notes between the Company and the lending institutions. At March 31, 2020, the
Company had $1.6 million outstanding under these short-term lines of credit. At March 31, 2020, the Company had total unused lines of credit related to
the revolving credit agreement and the uncommitted short-term lines of credit of $703.2 million.
In response to COVID-19 pandemic, on April 9, 2020 the Company entered into a $310.0 million 364-day revolving credit facility with a maturity date
of April 8, 2021. The 364-day revolving credit facility mirrors the original five-year facility in all major respects, is unsecured and contains certain
affirmative and negative covenants relating to the operations and financial condition of the Company. This revolving credit facility is in addition to those
credit facilities as disclosed above.
On April 17, 2020, the Company provided a notice to the administrative agent to draw down the full available amount under the 2018 revolving credit
facility, which is equal to $700.0 million. The Company has previously not drawn down any sums under the 2018 credit agreement. The borrowings under
the 2018 revolving credit facility will bear interest at the rate of adjusted LIBOR plus 1.25%. Although the Company has no immediate need for additional
liquidity, the Company has elected to draw down this credit facility to provide additional liquidity and financial flexibility in light of current economic
conditions and uncertainties arising in connection with the COVID-19 pandemic. The proceeds of the credit facility will be used for working capital and
other general corporate purposes.
On May 5, 2020 the Company entered into a 40.0 million euro 364-day revolving credit facility with a maturity date of April 30, 2021. The agreement
is unsecured and contains certain affirmative and negative covenants relating to the operations and financial condition of the Company. This revolving
credit facility is in addition to those credit facilities as disclosed above.
At March 31, 2020, the Company held $55.0 million of precious metals on consignment from several financial institutions. The consignment
agreements allow the Company to acquire the precious metal at market rates at a point in time which is approximately the same time and for the same price
as alloys are sold to the Company's customers. In the event that the financial institutions would discontinue offering these consignment arrangements, and if
the Company could not obtain other comparable arrangements, the Company may be required to obtain third party financing to fund an ownership position
in the required precious metal inventory levels.
The cash held by foreign subsidiaries for permanent reinvestment is generally used to finance the subsidiaries' operational activities and future foreign
investments. The Company has the ability to repatriate additional funds to the U.S., which could result in an adjustment to the tax liability for foreign
withholding taxes, foreign and/or U.S. state income taxes and the impact of foreign currency movements. At March 31, 2020, management believed that
sufficient liquidity was available in the United States. The Company has and expects to continue repatriating certain funds from its non-U.S. subsidiaries
that are not needed to finance local operations; however, these particular repatriation activities have not and are not expected to result in a significant
incremental tax liability to the Company.
Except as stated above, there have been no material changes to the Company's scheduled contractual cash obligations disclosed in its Form 10-K for
the year ended December 31, 2019.
The Company continues to review its debt portfolio and may refinance additional debt or add debt in the near-term as interest rates remain at
historically low levels.

48

NEW ACCOUNTING PRONOUNCEMENTS
Refer to Part 1, Item 1, Note 1, Significant Accounting Policies, to the Unaudited Interim Consolidated Financial Statements of this Form 10-Q for a
discussion of recent accounting pronouncements.
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Item 3 – Quantitative and Qualitative Disclosures about Market Risk
There have been no significant material changes to the market risks as disclosed in the Company’s Form 10-K for the year ended December 31, 2019.
Item 4 – Controls and Procedures
Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures
The Company’s management, with the participation of the Company’s Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness
of the Company’s disclosure controls and procedures as of the end of the period covered by this report. Based on that evaluation, the Chief Executive
Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under
the Securities Exchange Act of 1934, as amended) as of the end of the period covered by this report were effective to provide reasonable assurance that the
information required to be disclosed by the Company in reports filed under the Securities Exchange Act of 1934, as amended, is recorded, processed,
summarized and reported within the time periods specified in the SEC’s rules and forms and that it is accumulated and communicated to management,
including the Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure.
Changes in Internal Control Over Financial Reporting
There have been no changes in the Company’s internal controls over financial reporting that occurred during the three months ended March 31, 2020,
that have materially affected, or are likely to materially affect, its internal control over financial reporting.
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PART II – OTHER INFORMATION
Item 1 – Legal Proceedings
Reference to Part I, Item 1, Note 13 Commitments and Contingencies, in the Notes to Unaudited Interim Consolidated Financial Statements of this
Form 10-Q.
Item 1A – Risk Factors
Except as noted below, there have been no significant material changes to the risk factors as disclosed in Part 1A, “Risk Factors” in the Company’s
Form 10-K for the year ended December 31, 2019.
The Company’s revenue, results of operations, cash flow and liquidity have been and may continue to be materially adversely impacted by the
ongoing COVID-19 outbreak.
The Company is closely monitoring the global impacts of the COVID-19 pandemic, which has materially adversely affected, and is expected to
continue to materially adversely affect, revenue, results of operations, cash flow and liquidity. As a result of the global outbreak of COVID-19, which has
been declared a global pandemic by the World Health Organization, certain actions are being taken by governmental authorities and private enterprises
globally to control the outbreak, including restrictions on public gatherings, travel and commercial operations, temporary closures or decreased operations
of dental offices, as well as certain government mandates to limit certain dental procedures to those that could be considered emergency only. These
measures, as well as guidance from professional dental associations recommending practitioners only perform emergency procedures, and the impact of
COVID-19 generally, have resulted in, or may result in:
• temporary closures or significantly reduced operations at most of the Company’s principal manufacturing and distribution locations, including
furloughing employees related to these locations, which have reduced the Company’s ability to manufacture and deliver products to customers;
• global reductions in customer demand for certain of the Company’s products and services;
• fear of exposure to or actual effects of the COVID-19 pandemic in countries where operations or customers are located and may lead to decreased
procedures at dental offices. The impacts include, but are not limited to, significant reductions in demand or significant volatility in demand for
one or more of the Company's products;
• decreased financial viability of the Company’s suppliers, which could cause them to change the terms on which they are willing to provide
products;
• the inability or failure of customers to timely meet payment obligations or significant disruptions in their ability to do so, which may be caused by
their own financial or operational difficulties, which may materially impact the Company's cash flow, liquidity and statements of operations;
• a recession or prolonged period of economic slowdown, which may significantly reduce the Company’s cash flow and negatively impact the cost
and access to capital and funding sources for the Company;
• the Company’s inability to maintain compliance with covenants under the revolving credit facilities; or
• the reduced availability of key employees or members of management due to quarantine or illness as a result of COVID-19 may temporarily affect
the financial performance and results of operations. If the Company is unable to mitigate these or other similar risks, its business, results of
operations and financial condition may be adversely affected.
The Company does not yet know the full extent of the impact of COVID-19 on its business, operations or the global economy. Given the ongoing
and dynamic nature of the COVID-19 outbreak, it is very difficult to predict the severity of the impact on the Company’s business. The extent of such
impact will depend on future developments, which are highly uncertain and cannot be predicted, including new information which may emerge concerning
the spread and severity of outbreak and actions taken to address its impact, among others. There are no comparable recent events which may provide
guidance as to the effect of the spread of the COVID-19. To the extent that the COVID-19 outbreak continues to adversely affect the business and financial
performance, it also could heighten many of the other risks described in this report and in the Company’s Form 10-K for the year ended December 31,
2019.
Changes in the Company’s credit ratings or macroeconomic impacts on credit markets, such as the COVID-19 pandemic, may increase cost of capital
and limit financing options.
The Company utilizes the short and long-term debt markets to obtain capital from time to time. The Company’s continued access to sources of
liquidity depends on multiple factors, including global economic conditions, the condition of
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global credit markets, the availability of sufficient amounts of financing, operating performance and credit ratings. Macroeconomic conditions, such as the
COVID-19 pandemic, have resulted in significant disruption in the credit markets, which may adversely affect the Company’s ability to refinance existing
debt or obtain additional financing to support operations or to fund new acquisitions or capital-intensive internal initiatives. On March 30, 2020, S&P
Global Ratings affirmed the Company’s BBB issuer credit rating, but changed the outlook to negative from stable. Future adverse changes in the
Company’s credit ratings may result in increased borrowing costs for future long-term debt or short-term borrowing facilities which may in turn limit
financing options, including access to the unsecured borrowing market. The Company currently has access to approximately $1,055 million of committed
credit facilities and has current availability of $310 million and 40 million euro, both under revolving credit facilities, which provides additional sources of
liquidity, but the ability to access these revolving credit facilities depends on, among other things, compliance with certain covenants, and the Company
may not be able to maintain compliance with such covenants if the deterioration of its business continues. There is no guarantee that additional debt
financing will be available in the future to fund obligations, or that it will be available on commercially reasonable terms, in which case the Company may
need to seek other sources of funding. In addition, the terms of future debt agreements could include additional restrictive covenants that would reduce
flexibility.
The Company recognized a goodwill impairment charge in the current period related to the ongoing COVID-19 pandemic and may be required to
recognize additional goodwill and intangible asset impairment charges in the future.
Under US GAAP, the Company reviews its goodwill and intangible assets for impairment when events or changes in circumstances indicate the
carrying value may not be recoverable. Additionally, goodwill and indefinite-lived intangible assets are required to be tested for impairment at least
annually. The valuation models used to determine the fair value of goodwill or indefinite-lived intangible assets are dependent upon various assumptions
and reflect management’s best estimates. Significant management assumptions, which are critical in this fair value determination, include, without
limitation, revenue growth rates, operating margins, weighted average cost of capital, future economic and market conditions (including with respect to the
dental and medical device industries), net sales growth, gross profit rates, discount rates, earnings multiples and future cash flow projections. Any changes
to the assumptions and estimates, made by management may cause a change in circumstances indicating that the carrying value of the goodwill and
indefinite-lived assets in its reporting unit may not be recoverable.
During the quarter ended March 31, 2020, the Company's estimates and assumptions made at its last annual impairment test, on April 30, 2019, have
been unfavorably impacted by the COVID-19 pandemic. The Company has experienced a meaningful decrease in customer demand for its products as a
result of stay-at-home orders, travel restrictions, and social distancing guidelines set forth by governmental authorities throughout the world in response to
the COVID-19 pandemic.
In connection with the Company’s preparation of the financial statements for the quarter ended March 31, 2020, the Company identified a triggering
event where the Company determined it was necessary to record a $156.6 million non-cash impairment charge related to goodwill associated with the
Equipment & Instruments reporting unit, within the Technologies & Equipment segment, as well as $38.7 million impairment charge related to indefinitelived intangible assets held by businesses within this reporting unit. The impairment takes into consideration the Company’s updated business outlook for
the remainder of calendar year 2020, pursuant to which the Company updated future assumptions and projections related to its reporting unit amid the
ongoing COVID-19 pandemic. After updating the assumptions and projections, the Company then calculated an estimate of the fair value for this reporting
unit. As of March 31, 2020, the Company determined that one reporting unit had an indication of impairment. In determining the impairment loss, the
Company recorded an amount equal to the excess of the assets’ carrying amount over its fair value as determined by an analysis of discounted future cash
flows. See Part I, Item 1, Note 12, Goodwill and Intangible Assets, in the Notes to Unaudited Interim Consolidated Financial Statements of this Form 10-Q.
The Company also disclosed in Part I, Item 2, Critical Accounting Policies, had the Company applied a hypothetical 100 basis points increase to the WACC
rate or a hypothetical 10% decrease in fair value to it's reporting units not impaired, one reporting unit, within the Technologies & Equipment segment,
would have a fair value that approximates book value. Goodwill for this reporting unit totals $1.1 billion at March 31, 2020.
The goodwill impairment analysis is sensitive to changes in key assumptions used, such as future cash flows, discount rates and growth rates as well as
current market conditions in both the U.S. and globally, all of which are being unfavorably impacted by the ongoing COVID-19 pandemic. If the
assumptions and projections used in the analysis are not realized, it is possible that an additional impairment charge may need to be recorded in the future.
The Company cannot accurately predict the amount and timing of any impairment of goodwill or other indefinite-lived intangible assets. Further, as the
year progresses, the Company will need to continue to evaluate the carrying value of goodwill and indefinite-lived intangible assets for all of its reporting
units. Any additional impairment charges that the Company may take in the future could be material to Company’s results of operations and financial
position.
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Item 2 – Unregistered Sales of Securities and Use of Proceeds
Issuer Purchases of Equity Securities
At March 31, 2020, the Company had $377.8 million available under the stock repurchase program. During the quarter ended March 31, 2020, the
Company had the following activity with respect to this repurchase program:
(in millions, except per share amounts)
Period

Total Number of
Shares Purchased (a)

January 1, 2020 to January 31, 2020

—

February 1, 2020 to February 29, 2020

—

March 1, 2020 to March 31, 2020

2.7
2.7

Total Cost of
Shares
Purchased

Average Price Paid
Per Share
$

—

$

—
42.12
$

42.12

$

—

Dollar Value of Shares that
May be Purchased Under the
Stock Repurchase Program
$

489.8

—

489.8

112.0

377.8

112.0

On March 9, 2020, the Company entered into an ASR Agreement with a financial institution, to repurchase $140.0 million of the Company's common
stock. For further information see Part I, Item 1, Note 4, Earnings Per Common Share, in the Notes to Unaudited Interim Consolidated Financial
Statements of this Form 10-Q.
(a)
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Item 6 – Exhibits
Exhibit Number
31.1

Description

31.2

Section 302 Certification Statement Chief Financial Officer

32
10.1
101.INS

Section 906 Certification Statements
Employment Agreement, dated October 28, 2019, between Dentsply Sirona Deutschland GmbH and Walter Petersohn*
XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags
are embedded within the Inline XBRL document.

101.SCH

XBRL Taxonomy Extension Schema Document

101.CAL

XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF

XBRL Taxonomy Extension Definition Linkbase Document

101.LAB

XBRL Extension Labels Linkbase Document

101.PRE

XBRL Taxonomy Extension Presentation Linkbase Document

Section 302 Certification Statement Chief Executive Officer

104
Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)
*Management contract or compensatory plan
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Signatures
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Company has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

DENTSPLY SIRONA Inc.
/s/

Donald M. Casey, Jr.

May 11, 2020

Donald M. Casey, Jr.

Date

Chief Executive Officer
/s/

Jorge M. Gomez

May 11, 2020

Jorge M. Gomez

Date

Executive Vice President and
Chief Financial Officer
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Employment Contract
Between
Dentsply Sirona Deutschland GmbH
Fabrikstraße 31
64625 Bensheim
Germany
(hereinafter “Employer”)
And
Mr. Walter Petersohn
***
(hereinafter “Employee”)
The following Employment Contract is agreed:
PREAMBLE
This employment contract replaces all other existing employment contracts with companies of the Dentsply Sirona Group.
1.

Position and Scope of Duties
1.1 Effective November 1st, 2019 the Employee shall be employed by the Employer as Senior Vice President and Chief Commercial Officer. The
Employee shall report to the Chief Executive Officer.
1.2 Former times of employment within the corporate group from March 15th, 1995 until October 31st, 2019 will be completely considered by the
Employer.
1.3 The Employee is employed as a managerial employee in the meaning of section 5 (3) Work Constitution Act.
1.4 The Employee is an exempt Employee. Therefore, regulations of otherwise applicable company collective agreements apply only if and to the
extent they are stated in this contract or a supplemental agreement.
1.5 The Employer reserves the right to assign to the Employee different or additional tasks that are reasonable and at least equivalent to his previous
tasks and compatible with the Employee's experience and knowledge without changing his remuneration.

2.

Working Time
2.1 The working time is based on the duties to be performed and on the operational requirements. If necessary the Employee shall also provide his
performance exceeding the usual working hours.
2.2 The Employee undertakes and agrees to work overtime and additional hours and to also work on call, in shifts, on weekends, Sundays and public
holidays, upon corresponding request of the Employer, within the scope permitted by law.
2.3 The Employee undertakes and agrees to work short-time upon corresponding request of the Employer in the event that the requirements for shorttime work allowance are met; when ordering short-time work, the Employer has to observe a notification period of two weeks towards the
Employee.

3.

Place of Work
3.1 The current place of work shall be Bensheim. As far as necessary, the Employee is obliged to take business trips.
3.2 The Employer reserves the right to transfer the Employee to another place of work, as can be reasonably expected of him, if this is necessary for
business reasons. The Employee and the Employer agree that such a transfer to another place of work is also permitted if the Employee has been
working at a particular location for a longer period of time.

4.

Basic Salary; Overtime Compensation
4.1 The Employee is assigned to Global Job Grade 63. The Employee shall receive for his work a gross annual base salary of EUR 380,000.00 which
shall be paid in arrears in twelve equal instalments at the end of each calendar month.
4.2 Upon payment of the base salary according to Section 4.1, all activities the Employee performs for the benefit of the Employer including all
potential additional work and overtime, work on weekends, Sundays and public holidays, as well as work at night. shall be compensated.
4.3 The Employee undertakes to notify the Employer in writing of any overpaid salary he notices that is inexplicable to him without undue delay; text
form shall suffice for such notification. The Employer has the right to set the overpaid salary off.

5.

Bonus, Right to Amend
5.1 The Employee receives a bonus according to the Annual Incentive Plan (AIP) according to the Corporate Policy in the applicable version as
amended from time to time. Upon achievement of 100% of all annually stipulated targets in the respective calendar year in accordance with the
Corporate Policy this bonus amounts to a total of 65% of the annual base salary (monthly salary x 12).
5.2 The Employer reserves the right to amend the Plan, in particular the targets and bonus rates agreed upon therein, for economic or business
reasons, or based on the performance of the Employee, unless such an amendment cannot be reasonably expected of the Employee. This shall
also apply to plans which are limited in time. Economic or business reasons are, in particular, the economic development and circumstances of
the Employer as well as the modification of existing product lines or the introduction of new product lines or their pricing or of the sales
territories.
An amendment of the Plan will not result in a reduction of the average total remuneration of the Employee in the three years preceding the Plan's
amendment by more than 25%.

6.

Additional Benefits, Reservation of the Right to Voluntariness
Should the Employer grant to the Employee any further benefits beyond those described in this Contract (under clause 4 and 5) that are not part of the
recurring salary (e.g. gratuities, one-time payments or comparable special benefits), these benefits shall be deemed granted on a voluntary basis. The
Employee shall not acquire a legal claim to these benefits even if they have been granted over a longer period of time and/or if they have been
repeatedly granted without the Employer specifically reserving the right to claim the voluntariness on each occasion of the benefits being granted.

7.

Company Car
7.1 The Employer provides the Employee with a company car according to Group 4 of the current fleet classification for business and private use.
This, however, requires the conclusion of a separate employer car provision contract according to the standard contract used by the Employer.
The company car is to be used according to the regulations of the company car provision contract and the applicable company car policy of the
Employer as amended from time to time.
As of January 2021 the employee has the option to choose a car allowance of EUR 1.450 gross per month.
7.2 The Employer is entitled to revoke the right to use the company car for private purposes and to request the return of the company car if there is a
legitimate reason for doing so, unless this cannot be reasonably expected of the Employee.
A legitimate reason shall, in particular, exist upon:

–
–
–
–
–
–

8.

Release of the Employee from the duty to fulfill his employment obligations;
Discontinuation of actual job performance (e.g., due to illness, special leave, etc.) after the lapse of potential periods of continued
remuneration, Suspension of the employment relationship (e.g., due to parental leave, military service, etc.);
Loss of driving license or ban on driving a vehicle;
Change of assignment if the allocation of the company car was exclusively linked to the assignment;
Carrying out of service or repair work, or the ordering of replacement parts.
In the case of revocation, the Employee is obliged to return the company car including all accessories at the location of the registered seat of
the Employer, without undue delay. The Employee shall receive no compensation for the loss of the private use. The Employee has no right of
retention.

Company pension scheme
The Employee will be included in the existing pension scheme of the Employer with effect of November 1, 2019.

9.

Other Activities
The Employee shall devote his full working time and capacity to the Employer's business. For the term of this Contract, all other activities for
remuneration as well as activities that would normally be remunerated, including any part-time work or self-employed work, are prohibited unless the
Employer has explicitly
given its prior written consent. The Employer will grant such consent if business interests/concerns are not affected by the activities.

10. Inability to Perform Duties
10.1 The Employee is obliged to inform his supervisor or the Employer's Human Resources Department without undue delay of any inability to
perform his duties and the expected duration.
10.2 In case of sickness lasting longer than three calendar days, the Employee is obliged to submit a medical certificate on his incapacity for work and
its prospective duration not later than on the following working day. The Employer is entitled to demand an earlier submission of the medical
certificate. If his absence continues longer than indicated in the medical certificate, the Employee is obliged to submit a new medical certificate
within three days after the end of the certified period of his incapacity for work. In this case, too, the Employee is obliged to inform the Employer
without undue delay of the continuation of the indicated absence due to his incapacity for work. The notification may be given by telephone call.
10.3 The sick pay is based on the Act on Continued Remuneration During Illness (Entgeltfortzahlungsgesetz) in its current version.
11. Physical Examination
11.1 The Employee is obliged to undergo a medical examination requested by the Employer, if there is reasonable doubt regarding the medical fitness
of the Employee for the assigned work duties. The Employer is entitled to require the examination of the Employee by an occupational physician.
11.2 The Employee undertakes to inform the Employer of the results of the medical examination insofar as they relate to the Employee's ability to
carry out his duties. The Employer may request that the Employee releases the examining doctor from his obligation of confidentiality.
12. Vacation
12.1 The Employee shall be entitled to an annual vacation of 30 working days in total.
Such annual vacation is comprised as follows:

–
–

20 working days of statutory minimum vacation plus
10 working days of contractually agreed vacation

Saturdays are not considered working days.
12.2 Vacation times shall be determined by the Employer, taking into consideration both the business requirements of the Employer and the personal
wishes of the Employee.
12.3 The entire vacation has to be taken in the given calendar year. In case the vacation cannot be taken in the respective calendar year due to special
personal or business needs, the vacation may only be carried over until March 31 of the following calendar year. If the vacation has not been
taken by that date, the vacation entitlement shall lapse. If the Employee is prevented from taking the vacation days that have been carried over by
March 31 of the respective subsequent year as a result of an incapacity for work due to illness documented by medical certificate, he only remains
entitled to the statutory minimum vacation for another twelve months, i.e. until March 31 of the year following the respective subsequent year,
whereupon it will lapse.
12.4 Upon termination of the employment, a possible compensation will only be paid with respect to the statutory vacation claim. Any vacation
already taken will be credited to the statutory vacation claim.
13. Quality Guideline
The attached Quality Policy is part of this employment contract. The Employer expects that the included stated principles are being followed by the
Employer in the execution of his duties.
14. Confidentiality
14.1 The Employee shall not disclose to any third party or use for his own purposes any business, operational or technical information relating to the
Employer or its affiliates and confidential in nature, with which he was entrusted or which has otherwise become known to him. This especially
applies to details of the business organization and relations to customers as well as the know-how of the Employer. This obligation shall apply
during the term of the employment and survive the termination of this Contract.
14.2 Business records of any kind, including private notes concerning Employer affairs and activities, shall be kept in safe custody and only used for
business purposes. Any copies, extracts or duplicates of drawings, documents, records, cost calculations, statistics and the like, or of any other
business records, shall be used exclusively for the Employer's business purposes.
14.3 The Employer reserves the right to furnish to the Employee upon giving notice of termination of the employment relationship, or, at the latest, at
the end of the employment relationship, a list containing the information that is to be kept secret even after the end of the employment
relationship.
15. Post-contractual Prohibition of Competition
After the end of the Employment Contract the Employee shall be prohibited for the duration of 24 months to work for a competitor of the Employer
directly or indirectly, operating as a competitor himself, or participating in such a competitor in a form which makes it possible to take influence on the
management.
A competitor is any business regardless to its legal form which, in relation to the Employer and its business activities at the time of the end of
Employee's employment contract, produces or distributes similar or substitutable products and facilities, or competes with these businesses with
respect to these products and facilities. The same shall apply with respect to products and facilities the production and preparation of which are still
being developed by the Employer and with respect to which Employee has acquired information through his work for the Employer. The contracting
parties stipulate the field of business of the Employer and its subsidiaries is the manufacture and distribution of dental implants, devices and materials
for use by dentists, dental technicians and dental laboratories. in particular the following companies and their dental subsidiaries in the Dental industry
are to be regarded as competitors of the Employer:

***
The prohibition of competition extends worldwide.
For the duration of the prohibition of competition and regardless of whether the Employer or Employee gave notice of termination, the Employer
agrees to pay Employee compensation on the same pay schedule as while he was employed an amount equal to half of the total compensation (base
compensation plus bonus) last paid to Employee prior to Notice of Termination, according to paragraph 74ff of the commercial code ("HGB").
During the duration of the Noncompete the Employee is obliged to communicate the requested information concerning the amount of his income, and
to provide the address of his employer. After the end of the calendar year, the Employee shall be obliged to present his income tax assessment notice or
his annual wage tax adjustment, as the case may be, as soon as possible. Furthermore the Employee shall ensure at the end of every calendar to submit
the required wage tax details and a proof of all tax-free income.
Any amounts due according to Section 4 of the Employment Contract shall be reduced by the amounts earned by any other employment and working
as a consultant. For all other payments and calculations
of the compensation to be paid with respect to Section 4 of the Employment Contract shall be governed by the mutatis mutandis application of § 74b
and § 74c HGB.
The Employee is obliged to pay a contractual penalty in the amount one monthly salary for each and every violation of this prohibition of competition.
In the case of continuous violation (e.g. work for a competing business for more than one month, self-employed competitive activity for more than one
month) the contractual penalty shall be payable anew upon every beginning of a month, but the amount shall be limited to six times the monthly gross
amount last earned of the Employee per month prior to the end of the Employment Contract. While the violation of Noncompete the Employee is not
entitled to a severance payment.
The Employer may waive the prohibition of competition according to paragraphs 75 and 75a HGB by written declaration before the end of the
Employment Contract.
16. IP Rights / Inventions
16.1 All rights of works (including computer software programs, object codes, source codes and associated documentation) and of all inventions,
knowledge and experience of technical and commercial nature which the Employee creates during the term of this agreement as part of his duties
for the Employer is worldwide the sole property of the Employer, including the right of reproduction, distribution, sale, the grant of usage rights also of exclusive nature - to third parties, processing and further development. To the extent legally possible, the Employee transfers and assigns
these rights to the Employer, alternatively the Employee grants the Employer an exclusive, fully paid-up, royalty-free, world-wide license for all
types of exploitation and for the entire period of protection of their respective intellectual property rights, in particular copyright. The Employer is
also entitled to make modifications and additions to the copyrightable works created by the Employee. The Employee waives the right to be
named as the author in connection with the work.
The transfer of rights is deemed fully compensated by the remuneration in accordance with Section 4 of this Contract.
16.2 Patentable inventions are subject to and are dealt with in accordance with the German Act on Employee Inventions ("ArbNErfG").
17. Work Products

17.1 To the extent applicable, the mandatory provisions of the German Employee Inventions Act (Arbeitnehmeerfindungsgesetz) apply to inventions
and proposals for technical improvements made by the Employee within his employment relationship or within the context of his employment
relationship with the Employer.
17.2 With respect to work products generated by the Employee within and during his employment relationship with the Employer save work products
for which the German Employee Inventions Act (Arbeitnehmererfindungsgesetz) applies, the Employee hereby transfers all rights, including the
right to apply for intellectual property rights for such work products, to the Employer. To the extent such transfer is not permissible under
applicable laws, the Employee hereby grants the Employer an exclusive and transferable license to the work products, unlimited in time, territory
and scope, and including the right to grant sublicenses. The Employer shall be entitled to reproduce, revise, distribute, make publicly available,
and use and exploit all work products in all other manners that are known today or will become known in the future. The Employer shall be
entitled to assign such rights and may publish the work products.
17.3 To the extent the German Employee Inventions Act (Arbeitnehmeerfindungsgesetz) does not apply, the respective transfer or grant of rights by
the Employee and the exploitation of work products by the Employer shall be deemed compensated by the regular remuneration paid to the
Employee. The Employee hereby waives his right to be named as an author of the work products and his right to publish the work products. The
Employee may only make use of any other moral rights, including the right of revocation and the right to prohibit alterations or distortions, as
directed in writing by the Employer.
18. Use of Telephone, EDP and Email
18.1 The operational EDP facilities (computers, terminals and programs), telecommunication facilities (telephones, fax) and copying machines may be
used only for employment contractual purposes. Short private telephone conversations caused by operational requirements are permissible but to
be restricted to the absolutely necessary extent.
18.2 The obligation to exclusive business use in particular applies to the use of email and the Internet. If the Employee receives emails with a private
content, these have to be completely deleted without undue delay.
19. Working Materials and Documents
19.1 All items owned by the Employee (e.g. employer cars, code cards, keys, mobile phones, laptops) and all documents (e.g. documents, records,
notes, drafts) or any duplicates or copies thereof on any data carrier whatsoever are to be used exclusively for activities under the employment
contract. It is furthermore prohibited to use any data by using private data carriers (CD-ROM, etc.) with the items of the Employer.
19.2 Upon request of the Employer, the Employee shall return all items and documents according to para. 1 to the Employer - especially upon
termination of the employment but also in case of longer absence from the employer and in case of dismissal, release from work, or the like.
Upon termination of the employment, the Employee has to do so without solicitation.
20. Term of Employment, Probationary Period and Termination
20.1 This Contract shall become effective on November 1st, 2019 and is entered into for an indefinite period of time. The employment shall end
without notice upon expiry of the month in which the Employee reaches the statutory retirement age, or once a permanent full reduction in
earning capacity in the sense of section 43(2) Code of Social Law VI has been ascertained.
20.2 A probationary period is expressly not agreed. The mutual minimum termination period is fifteen months to the end of each calendar quarter. Any
statutory extension of the notice periods for the Employee's benefit shall also apply in favor of the Employer.
20.3 Either party may terminate the employment without notice for cause.
20.4 Notice of termination must be given in writing.

21. Release from the Obligation to Work, Return of Work Materials
21.1 If one of the parties has given notice of termination, the Employer is entitled to revocably or irrevocably release the Employee from his obligation
to work at any time until the end of the notice period while continuing to pay the contractual remuneration.
21.2 The right to such release will exist, in particular, if, for business and/or organizational reasons, the Employee's position has become redundant, if
the relationship of trust has been disturbed, to protect other employees, to protect customer relations as well as for reasons of protecting and
securing operational and business secrets and other confidential Employer matters.
21.3 Any vacation claims still open at the time the Employee leaves the Employer shall be deemed to be compensated by such period of irrevocable
release. The open vacation shall begin as of the first day after the release and continue without interruption. After the vacation, any earnings the
Employee receives due to other employment of his labour and any salary he maliciously refrains from earning shall be set off against his salary.
The Employee must inform the Employer, at his own initiative, about any remuneration he obtains apart from the salary he receives from the
Employer under this Contract. This duty to inform also includes the amount of the remuneration. If the Employer so requires, the Employee must
provide corresponding evidence by presenting auditable records.
21.4 The non-compete covenant agreed with the Employee shall remain unaffected during the period of release.
21.5 At any time upon the request of the Employer, and without solicitation upon termination of the employment relationship or an irrevocable release
from the Employee's obligation to work pursuant to clause 21.3, the Employee shall return all work materials and other items belonging to the
Employer, in particular business documents and copies and records thereof. The Employee shall have no right of retention and no compensation
claims.
22. Exclusion of Claims
All claims of the Employee and of the Employer arising from this Employment Contract and relating to this Employment Contract or its termination
shall be forfeited unless they are asserted within three months after they have become due in writing vis-a-vis the Employer or the Employee; text
form shall suffice for such assertion. In case the asserted claims should be rejected by the respective other party, or in case of the respective other
party's failure to act on the assertion within two weeks, the claims must be asserted in court within another three months after rejection or the lapse of
the two weeks-period. After the lapse of the specified time limits, the claims shall be forfeited. This shall not apply to unforfeitable claims and claims
resulting from intentional conduct.
23. Final Provisions
23.1 This Employment Contract represents the entire agreement and understanding of the parties. The parties have not concluded any other oral or
written agreements. This Contract supersedes all prior written or oral agreements and employment contracts the parties have concluded.
23.2 This Employment Contract shall be governed by German law.
23.3 In the event that individual provisions of this Contract are invalid, the remaining provisions shall remain in effect. In lieu of the invalid provision
or as a remedy of the possible incompleteness of the Contract, an appropriate valid provision that the parties would have chosen had they been
aware of the invalidity or of the incompleteness of the Contract and that either corresponds or comes as close as possible to the invalid provision
in terms of its commercial effect shall replace the invalid provision.
23.4 Any changes of or amendments to this Contract, including this provision, must be made in writing in order to become legally effective. This shall
not apply to individual agreements. This contract is drawn up in German and English language. In case of contradictions the German version
shall prevail.
23.5 The Employee has received an executed copy of this Contract.

The Employee:
Bensheim, Germany October 28, 2019
Place, Date
/s/ Walter Petersohn
Walter Petersohn
On behalf of the Employer:
Bensheim, Germany October 23, 2019
Place, Date

/s/ Ivan Zeljkovic
Ivan Zeljkovic, VP Commercial Finance
/s/ Matthias Koch
Matthias Koch, VP HR/RCO DACH

Exhibit 31.1
Section 302 Certifications Statement
I, Donald M. Casey, Jr, certify that:
1.

I have reviewed this Form 10-Q of DENTSPLY SIRONA Inc..;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5.

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: May 11, 2020
/s/ Donald M. Casey, Jr.
Donald M. Casey, Jr.
Chief Executive Officer

Exhibit 31.2
Section 302 Certifications Statement
I, Jorge M. Gomez, certify that:
1.

I have reviewed this Form 10-Q of DENTSPLY SIRONA Inc..;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5.

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: May 11, 2020
/s/ Jorge M. Gomez
Jorge M. Gomez
Executive Vice President and
Chief Financial Officer

Exhibit 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of DENTSPLY SIRONA Inc. (the “Company”) on Form 10-Q for the period ending March 31, 2020 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), We, Donald M. Casey, Jr., Chief Executive Officer of the Company and Jorge
M. Gomez, Executive Vice President and Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, that, to the best of our knowledge and belief:
1.

The Report fully complies with the requirements of Sections 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.

The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company as
of the date of the Report.

/s/

Donald M. Casey, Jr.
Donald M. Casey, Jr.
Chief Executive Officer

/s/

Jorge M. Gomez
Jorge M. Gomez
Executive Vice President and
Chief Financial Officer

May 11, 2020

