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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

INTEGRA LIFESCIENCES HOLDINGS C ORPORATION
CONSOLIDATED STATEMENTS OF OP ERATIONS
(UNAUDITED)
(In thousands, except per share amounts)

Three Months Ended June 30, Six Months Ended June 30,
2004 2003 2004 2003
REVENUES
Product revenues ................. $56,436 $41,237 $107,872 $76,367
Other revenue .................... 5 1,499 1,013 3,149
Total revenues ................ 56,441 42,736 108,885 79,516

COSTS AND EXPENSES

Cost of product revenues ......... 21,665 17,090 41,666 30,793
Research and development ......... 2,639 2,777 5,462 5,427
Selling and marketing ............ 13,160 9,082 24,311 16,658
General and administrative ....... 6,328 4,736 12,185 9,570
Amortization ............cc..c.e. 1,049 762 1,932 1,339
Total costs and expenses ...... 44,841 34,447 85,556 63,787

Operating income ................. 11,600 8,289 23,329 15,729
Interest income .................. 983 826 1,911 1,609
Interest expense (823) (1,024) (1,694) (1,031)
Other income (expense), net ...... 135 451 118 800
Income before income taxes ....... 11,895 8,542 23,664 17,107
Income tax expense ............... 4,377 3,124 8,708 6,251
Net income.........cccceeennee. $ 7,518 $5,418 $14,956 $10,856
Basic net income per share ....... $ 0.25 $ 0.19 $ 0.50 $ 0.37
Diluted net income per share ..... $ 0.24 $ 0.18 $ 0.48 $ 0.36
Weighted average common shares outstanding:

BasiC ......ccoceeiiinne 29,854 28,484 29,779 28,961

Diluted .......ccoeeeeeen. 30,964 30,061 30,911 30,463
The accompanying notes are an integral part of thes e consolidated financial statements



INTEGRA LIFESCIENCES HOLDINGS C
CONSOLIDATED BALANCE SHE
(UNAUDITED)
In thousands, except per share amounts

ASSETS

Current Assets:
Cash and cash equivalents .............cccc.....
Short-term investments
Accounts receivable, net of allowances of

$2,193 and $2,025 .......cccoeeiiiiieeeen,

INVENLONIES ..ovvvvveveeeeeeeeeeiieeeees
Prepaid expenses and other current assets .......

Total current assets ............ccccuvveee

Non-current investments ..............cccocoeueee.
Property, plant, and equipment, net ..............
Deferred income taxes, net ..............
Identifiable intangible assets, net ..............
Goodwill
Other assets ...

Total aSSets ........coevvevevvvviriiiereeeeeen,

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities:
Accounts payable, trade
Income taxes payable ...........ccceevvinnnne
Accrued expenses and other current liabilities ..

Total current liabilities ...................

Long-term debt .......ccoeoviiiiiiiiis
Other liabilities ..........ccccceeiiiiineennne

Total liabilities ........ccccvveveveieeenennnn,

Commitments and contingencies

Stockholders' Equity:
Common stock; $0.01 par value; 60,000 authorized
issued at June 30, 2004 and
December 31, 2003, respectively ...............
Additional paid-in capital ......................
Treasury stock, at cost; 219 shares at June
30, 2004 and December 31, 2003 ................
Other ....ooooiiiiiieieiee e
Accumulated other comprehensive income (loss):
Unrealized gains (losses) on available-for-sal
Securities, net of tax .........ccccceeueee
Foreign currency translation adjustment ......
Minimum pension liability adjustment, net of t
Accumulated defiCit .........ccccceevvineeeenne

Total stockholders' equity ....................

Total liabilities and stockholders' equity .......

The accompanying notes are an integral part of thes

ORPORATION
ETS

June 30, December 31,

2004 2003
........ $ 42,540 $ 78,979
........ 25,841 29,567
........ 35,651 28,936
........ 50,509 41,046
........ 9,646 9,365
........ 164,187 187,893
........ 125,855 98,197
........ 22,540 20,072
........ 17,879 21,369
........ 61,592 52,435
........ 37,843 26,683
........ 5,504 5,877
........ $ 435,400 $ 412,526
........ 6,630 7,947
........ 1,377 774
........ 15,177 11,897
........ 23,184 20,618
........ 118,336 119,257
........ 5,608 4,121
........ 147,128 143,996
shares; 28,970 and 28,611
........ 290 286
........ 292,734 286,716
........ (5,236) (5,236)
-------- (2 (5)
e
........ (1,192) 63
........ 4,976 5,400
ax ... (792) (1,232)
........ (2,506) (17,462)
........ 288,272 268,530
........ $ 435,400 $ 412,526

e consolidated financial statements



INTEGRA LIFESCIENCES HOLDINGS CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

OPERATING ACTIVITIES:

Net inCoOmMe ......cceeeeiiiiiiieeiiee e,
Adjustments to reconcile net income to net cash pro
operating activities:
Depreciation and intangible asset amortization ....
Deferred income tax provision .....................
Amortization of discount and premium on investments
Other, Net ......ooociiveiiee
Changes in assets and liabilities, net of business
Accounts receivable .............ccocceene
INVENLONIeS .....oevveiiiiieeeeiiiee e
Prepaid expenses and other current assets ......
Non-current assets ..........ccceveveerniveennns
Accounts payable, accrued expenses and other lia

Net cash provided by operating activities .........

INVESTING ACTIVITIES:

Proceeds from sales/maturities of available-for-sal
Purchases of available-for-sale investments .......
Cash used in business acquisition, net of cash acqu
Purchases of property and equipment ...............

Net cash used in investing activities .............

FINANCING ACTIVITIES:

Proceeds from exercised stock options and warrants
Purchase of treasury stock ..........ccccceeee....
Proceeds from issuance of convertible notes, net ..

Net cash provided by financing activities .........

Effect of exchange rate changes on cash ...........
Net increase (decrease) in cash and cash equivalent

Cash and cash equivalents at beginning of period ..

Cash and cash equivalents at end of period ........

The accompanying notes are an integral part of thes

(UNAUDITED)
Six Months Ended June 30,
2004 2003

.............. $ 14,956 $ 10,856
vided by

.............. 4,032 3,223
.............. 6,750 5,027
............. 1,203 756
.............. 391 (42)
acquisitions:

.............. (2,997) (749)
.............. (5,976) (1,555)
.............. (780) 968
.............. (24) 558
bilities ..... 3,320 4,046
.............. 20,875 23,088

e investments. 73,438 79,652
.............. (100,531) (74,569)
ired ......... (28,953) (42,155)
.............. (4,813) (1,449)
.............. (60,859) (38,521)
.............. 3,502 7,076
.............. - (35,325)
.............. - 116,054
.............. 3,502 87,805
.............. 43 198
S e (36,439) 72,570
.............. 78,979 43,583
.............. $ 42,540 $116,153

e consolidated financial statements



INTEGRA LIFESCIENCES HOLDINGS CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S
BASIS OF PRESENTATION
General

In the opinion of management, the June 30, 2004ditead consolidated financial statements contdiadjustments (consisting only of
normal recurring adjustments) necessary for api@sentation of the financial position, result®pérations and cash flows of the Company.
Certain information and footnote disclosures nolyniakcluded in financial statements prepared inoadance with generally accepted
accounting principles have been condensed or ahiittaccordance with the instructions to Form 1@f@ Rule 10-01 of Regulation S-X.
These unaudited consolidated financial statemdrtsld be read in conjunction with the Company'ssetidated financial statements for the
year ended December 31, 2003 included in the Coypamnual Report on Form -K. Operating results for the three and six moretigas
ended June 30, 2004 are not necessarily indicafittee results to be expected for the entire year.

The preparation of consolidated financial states@ntonformity with accounting principles geneyalccepted in the United States requires
management to make estimates and assumptiondfiztthe reported amount of assets and liabilities disclosure of contingent liabilities,
and the reported amounts of revenues and expesigadficant estimates affecting amounts reportedisclosed in the consolidated financial
statements include allowances for doubtful accotetsivable and sales returns, net realizable \&lireventories, estimates of future cash
flows associated with long-lived asset valuatiatepreciation and amortization periods for long-ivassets, valuation allowances recorded
against deferred tax assets, and loss contingeridiese estimates are based on historical experigmd on various other assumptions tha
believed to be reasonable under the current cirtamss. Actual results could differ from thesereates.

Recently Issued Accounting Standards

In March 2004, the FASB Emerging Issues Task F@ECEF) reached a consensus on Issue 03-01, "ThaiMgaf Other-Than-Temporary
Impairment and Its Application to Certain Investrii®nissue 03-01 provides guidance regarding reitiogrand measurement of unrealized
losses on available-for-sale debt and equity seesiccounted for under Statement of Financialoioting Standard No. 115, "Accounting
for Certain Investments in Debt and Equity Secesiti The recognition and measurement provisiorissofe 03-01 are to be applied to other-
thantemporary impairment evaluations in reporting pasibeginning after June 15, 2004. The Company doesxpect the adoption of Iss
03-01 to have a material impact on its financiaipon, cash flows or results of operations.

In March 2004, the EITF reached a consensus o 83t6, "Participating Securities and the Two-Cldsthod Under FASB Statement No.
128". Issue 03-6 expanded the notion of particgratights in calculating earnings per share froevimus practice. Issue 03-6 does not focus
on a security holder's contractual rights to ultiehareceive the undistributed earnings and neftagsf the company upon redemption or
liquidation. Instead, it defines participation rigtibased solely on whether the holder would beledtio receive any dividends declared du
the period, even if the company would not declanedividends during the period due to economicracpcal concerns or legal or contrac
limitations on the company's ability to pay dividisn



Under Issue 03-6, all securities that meet thend&fin of a participating security, regardless dfather the securities are convertible, non-
convertible, or potential common stock securitieil, be considered for inclusion in the computatmirbasic earnings per share using the two-
class method. The application of the two-class pubthay also have an impact on the diluted earniegshare calculation due to the need to
consider each type of potential common sharesapthper sequence to arrive at maximum dilution.

Integra adopted the provisions of Issue 03-6 duttiregsecond quarter ended June 30, 2004. Thetteamgrovisions of Issue 03-6 require

prior period earnings per share amounts to betessta conform to the new standard, including thpact relating to securities that have been
extinguished but were outstanding for a portiosarhe prior period that is presented for compargtiwposes. Accordingly, in the future,
Integra will restate its earnings per share catmna for the year ended December 31, 2001 to eonfo the two-class method required by
Issue 03-6 as it relates to the dividend partidggpatights included in the Series B and Series Gvedible Preferred Stock that were
outstanding during that period. The adoption ofi¢s83-6 will reduce previously reported basic eagaiper share by $0.05 to $1.03 and
diluted earnings per share by $0.02 to $0.92 irl208e adoption of Issue 03-6 will not change trevusly reported basic or diluted
earnings per share for any other year.

Equity-Based Compensation

The Company recognizes employee stock based com@msising the intrinsic value method prescribgd\BB Opinion No. 25
"Accounting for Stock Issued to Employees" and FAS®rpretation No. 44 "Accounting for Certain Tsactions Involving Stock
Compensation - an interpretation of APB Opinion R".

Had the compensation cost for the Company's stptikroplans been determined based on the fair \atltiee date of grant consistent with
the provisions of SFAS No. 123, the Company's metifine and basic and diluted net income per shavkdvi@ve been as follows:

Three M onths Ended June 30, Six Months Ended June 30,
2 004 2003 2004 2003

(in thousands, except per shareamounts)

Net income:
As reported ........cccoeiieiiiieiiiees $7,518 $5418 $14,956 $10,856
Less: Total stock-based employee compensation
expense determined under the fair
value-based method for all awards, net

of related tax effects ................ (1,455) (1,427) (2,925) (2,712)
Pro forma ......ccceeevivvieiene $6,063 $3,991 $12,031 $ 8,144
Net income per share:
Basic:
As reported ........cccoeeeveeiiiieiiieenns $ 025 $ 019 $0.50 $ 0.37
Pro forma ......ccceeevivvieiene $ 020 $014 $0.40 $ 0.28
Diluted:
As reported ........cccoeeveeiiiieiiieenns $024 $ 018 $0.48 $ 0.36
Pro forma ......cccceeevinvieiien $ 020 $ 014 $0.39 $ 0.27

As options vest over a varying number of yearsamdrds are generally made each year, the pro fonpacts shown above may not be
representative of future pro forma expense amoutis.pro forma additional compensation expenseoshsilated based on the fair value of

each option grant using the Black-Scholes model.



On March 31, 2004, the FASB issued an ExposuretD&fare-Based Payment - An Amendment of FASB 8tategs No. 123 and 95." The
Exposure Draft addresses the accounting for traiesescn which a company receives employee seniitegchange for (a) equity
instruments of the company or (b) liabilities theg¢ based on the fair value of the company's einstyjuments or that may be settled by the
issuance of such equity instruments. The proposaterBent would eliminate the ability to account$bare-based compensation transactions
using APB Opinion No. 25, and generally would regunstead that such transactions be accountassing a fair-value based method. The
Exposure Draft proposes that the cost of all foofnsquity-based compensation granted to employeediding employee stock ownership
plans, be recognized in a company's income stateameithat such cost be measured at the fair \adltiee stock options. As proposed, the
new rules would be applied on a modified prospedtiasis as defined in the Exposure Draft, and wbeldffective for fiscal years beginning
after December 15, 2004. The Company is curren@juating option valuation methodologies and asgiong in light of the evolving
accounting standards related to employee stockmptiCurrent estimates of option values using thekBScholes method (as shown above)
may not be indicative of results from valuation hoetologies ultimately adopted in the final rules.

2. BUSINESS ACQUISITIONS

In May 2004, the Company acquired the MAYFIELD(Rp@ial Stabilization and Positioning Systems ardBRWDDE(R) Halo Retractor
System business from Schaerer Mayfield USA, Irarnferly Ohio Medical Instrument Company) for $2tilion in cash paid at closing a

a $0.3 million working capital adjustment. The MANBED and BUDDE lines include skull clamps, headseséusable and disposable skull
pins, blades, retractor systems, and spinal impl&aAYFIELD systems are the market leader in thé@&¢hStates and have been used by
neurosurgeons for over thirty years. The produetssald in the United States through the Integrarbiciences direct sales organization and
through distributors in international markets.

The acquired business includes a facility locate@incinnati, Ohio that manufactures, packagesdistdbutes MAYFIELD and BUDDE
stabilization products, as well as a broad linestdted instruments and disposables used in mampsergical and spinal procedures. In
addition, as part of the acquisition, Integra ezdento a long-term license with SM USA, Inc., aolh owned subsidiary of Schaerer
Mayfield USA, Inc., for the use of the MAYFIELD nanin connection with the acquired business.

In connection with this acquisition, the Companglipninarily recorded $8.2 million of goodwill an@® million of intangible assets,
consisting of a non-compete agreement, trade nantetechnology, which are being amortized on agtitdine basis over lives ranging from
5 to 30 years. The following table summarizes ttediminary fair value of the assets acquired aabilities assumed in this acquisition (in
thousands):

Current assets ........cccceeveneen. $ 3,489
Property, plant and equipment ........ 1,400
Intangible assets

Goodwill ...,

Total assets acquired ................ 21,110
Current liabilities .................. 768

Net assets acquired .................. $ 20,342

In May 2004, the Company acquired all of the cdpitack of Berchtold Medizin-Elektronik GmbH, nowmmed Integra ME, from Berchtold
Holding GmbH for $5.0 million in cash, subject tavarking capital adjustment. Integra ME manufacsumad markets the ELEKTROTOM
(R) line of electrosurgery generators and the SORMI{R) ultrasonic surgical aspirator, as well ag@ald line of related handpieces,
instruments and disposables used in many surgioakgures, including neurosurgery. Integra ME migrked sells its products to hospitals
and physicians primarily through a network of digttors.



The acquired business includes a facility locateduttlingen, Germany that manufactures, packagdsiéstributes the ELEKTROTOM and
SONOTOM products. This acquisition provided Integith additional devices for the European and imiéipnal markets and an existing
infrastructure through which it can sell certainitefother products directly into Germany.

In connection with this acquisition, the Companglpninarily recorded $1.8 million of goodwill and. 8 million of intangible assets,
consisting primarily of trade name, technology, andtomer relationships, which are being amorted straight-line basis over lives
ranging from 3 to 10 years.

In January 2004, the Company acquired the R&B umsémt business from R&B Surgical Solutions, LLC dpproximately $2.0 million in
cash. The R&B instrument line is a complete lindigh-quality handheld surgical instruments useddoro- and spinal surgery. The
Company markets these products through its JARIBss&ganization. In connection with this acquisitithe Company recorded
approximately $1.5 million of intangible assets aeddwill. The acquired intangible assets are bamgrtized on a straight-line basis over
lives ranging from 5 to 20 years. If the Compang bansummated this acquisition as of the beginofr®p03, its operating results would not
have been materially different from those herein.

In January 2004, the Company acquired the Spaspdable critical care devices and surgical instntmbusiness from Fleetwood Medical,
Inc. for approximately $1.6 million in cash. Thea®a product line includes products used in plastid reconstructive, ear, nose and throat
(ENT), neuro, ophthalmic and general surgery. Then@any sells the Sparta products through a direcketing organization and an existing
distributor network. In connection with this acqtia, the Company recorded approximately $1.5iomllof intangible assets and goodwiill.
The acquired intangible assets are being amortpedl straightine basis over 5 years. If the Company had consatadithis acquisition as
the beginning of 2003, its operating results wawdtihave been materially different from those herei

The goodwill acquired in the MAYFIELD/BUDDE, R&B nal Sparta transactions is expected to be dedudtiblex purposes.

In November 2003, the Company acquired all of thistanding capital stock of Spinal Specialties, foc $6.4 million in cash. Spinal
Specialties markets its products primarily to amesiblogists and interventional radiologists thioag in-house telemarketing team and a
network of distributors.

In August 2003, the Company acquired substantallpf the assets of Tissue Technologies, Inc. Campany paid $0.6 million in cash and
is obligated to pay the seller up to an additiggiab million in contingent consideration based upanultiple of the Company's sales of the
UltraSoft(TM) product in the third year followingé acquisition. If the Company had consummatedatdgiisition as of the beginning of
2003, its operating results would not have beererialy different from those herein.

In March 2003, the Company acquired all of the tauitding capital stock of J. Jamner Surgical Insemts, Inc. (doing business as JARIT(R)
Surgical Instruments) ("JARIT") for $43.5 million tash. In the United States, JARIT sells througjuemty-person sales management force
that works with over 100 distributor sales représtves.



The results of operations of acquired businessemaluded in the consolidated financial statemsinise the respective dates of acquisition.

The following unaudited pro forma financial infortitan assumes that the Mayfield, Integra ME, Sp8acialties and JARIT acquisitions
had occurred as of the beginning of 2003 (in thodsaexcept per share data):

Total revenue ......cccceeeveeeeeeeeennnn.
Netincome .......ccccccvvvvvveeeeneeennn.

Net income per share:

BasSiC ..cvvvviiiiiiiieieeeeee,
Diluted.........cooevvveiieiiieeen,

3. INVENTORIES

Inventories consisted of the following:

Raw materials..........ccccceevviieenenne
Work-in process...
Finished goods.............ccoecvvinnns

4. GOODWILL AND OTHER INTANGIBLE ASSETS

For the Six Months
Ended June 30,
2004 2003

$115,091 $96,061

15,669 12,262

$ 053 $ 0.42
$ 051 $ 0.40

June 30, December 31,
2004 2003
(in thousands)
$9,293 $9,738
7,502 5,069
33,714 26,239

$50,509 $41,046

Changes in the carrying amount of goodwill for iremonths ended June 30, 2004, were as follows:

Balance at December 31, 2003 ...........cccvveeee

R&B acquisition ......................
Sparta acquisition ...
Mayfield acquisition ....
Integra ME acquisition .............cccccuveeeens

Foreign currency translation ......................

Balance at June 30, 2004 ................ceeeeune

The components of the Company's identifiable intalegassets were as follows:

June
Weighted = --------
Average
Life Cost
Completed technology ....... 14 years $ 16,523
Customer relationships ..... 20 years 17,302
Trademarks/brand names ..... 36 years 28,626
Non-compete agreement ...... 5 years 6,301
All other ................. 11 years 2,233
$ 70,985
Accumulated amortization ... (9,393
$ 61,592

30, 2004 December 31, 2003

Accumulated Accumulated
Amortization Cost  Amortization

(in thousands)
$(3,807) $15,062 $(3,337)
(2,593) 16,755  (2,053)
(1,395) 25,235  (1,017)
(527) 765 (265)
(1,071) 2,909 (854)

$(9,393) $59,961 $(7,526)
) (7,526)

10



Annual amortization expense is expected to apprateri4.3 million in 2004, $4.6 million in 2005, &4million in 2006, $4.3 million in 200}
and $3.7 million in 2008. Identifiable intangiblesats are initially recorded at fair market valtutha time of acquisition generally using an
income or cost approach.

5. COMPREHENSIVE INCOME

Comprehensive income was as follows:
Three Months Ended  Six Months Ended
June 30, June 30,

2004 2003 2004 2003

(in thousands)

NEtinCoOME .....cceevvereeieriecee e, ..$ 7518 $ 5418 $ 14,956 $ 10,856
Foreign currency translation adjustment ......... .. (245) 1,658 (424) 1,528
Minimum pension liability adjustment, net of tax . 8 - 440 -
Unrealized gains (losses) on available-for-sale
securities:
Unrealized holding loss during the period,
net of tax ......ccovverveneenienn .. (1,578) (78) (1,255) (217)
Less: reclassification adjustment for gains
included in net income ................. . - (279) - (500)
Comprehensive income ............cccceeeenee. ..$ 5703 $6,719 $13,717 $11,667

6. NET INCOME PER SHARE

Basic and diluted net income per share were as foll ows:
Three Months Ended  Six Months Ended
June 30, June 30,

2004 2003 2004 2003

(In thousands, except (In thousands, except
per share amounts) per share amounts)
Basic net income per share:

Net income available to common stock ............. ... $7,518 $5,418 $14,956 $10,856
Weighted average common shares outstanding ...... ... 29,854 28,484 29,779 28,961

Basic netincome per share ........ccccceeeeeeeee. L $ 025 $019 $ 050 $ 0.37

Diluted net income per share:

Net income available to common stock ............ ... $7,518 $5,418 $14,956 $10,856
Weighted average common shares outstanding - Basi c.. 29,854 28,484 29,779 28,961
Effect of dilutive securities - stock options and

WAITANTS oo 1,110 1,577 1,132 1,502

Weighted average common shares outstanding for

diluted earnings per share ..........ccccoeeeeee. L 30,964 30,061 30,911 30,463

Diluted net income per share .......c...ccooccee..— L $ 024 $018 $ 048 $ 0.36

Options and warrants outstanding at June 30, 2664803, respectively, to purchase 29,000 and 68%H8ares of common stock were
excluded from the computation of diluted net incqme share for the three and six month periods&ddae 30, 2004 and 2003 because their
exercise price exceeded the average market prited@ompany's common stock during the period.

Notes payable outstanding at June 30, 2004 and tb@d3vere convertible into 3.5 million shares ofrtnon stock were excluded from |
computation of diluted net income per share forttiree and six month periods ended June 30, 2004 an

11



2003, respectively, because the conditions requér@dnvert the notes were not met. Holders hageight to convert their notes into shares
of the Company's common stock at any time prigh&r maturity, if any of the following conditions met:

- the last sale price of the Company's common stocthe trading day prior to the conversion date WE0% or more of the conversion price
on such trading day;

- the Company distributes to holders of its commatmtk certain rights entitling them to purchase gmn stock at less than the last sale price
of our common stock on the day preceding the datitar for such distribution;

- the Company distributes to holders of its comratmtk assets, debt, securities or certain righpaitohase its securities, which distribution
has a per share value exceeding 10% of the laspsiak of the Company's common stock on the dagqaling the declaration of such
distribution; or

- the Company becomes a party to a consolidati@nger or sale of all or substantially all of itsefs or a change in control occurs pursuant
to which the Company's common stock would be cdedanto cash, stock or other property that isaomhmon equity interests traded on a
national securities exchange or quoted on the Nplidéional Market;

Holders may also convert their notes into sharegh@fCompany's common stock as follows:

- at any time prior to March 15, 2006 after anyoBsecutive trading-day period in which the avenagéing prices for the notes for that 5
trading-day period was less than 103% of the awecagversion value for the notes during that perod

- at any time on or after March 15, 2006 and preomaturity after any 5 consecutive tradiday period in which the average trading price:
the notes for that 5 trading-day period was leas 7% of the average conversion value for thesndeing that period (however, holders
may not convert their notes on or after March TR&Iif, at the time of the calculation, the clossade price of shares of the Company's
common stock is between the then current converwige on the notes and 110% of the then curreméesion price on the notes.)

7. PRODUCT REVENUE AND GEOGRAPHIC INFORMATION

Integra develops, manufactures, and markets medisates for use primarily in neuro-trauma and osurgery, plastic and reconstructive
surgery, and general surgery. The Company's prdihest include monitoring and drainage systemggisat instruments, fixation systems,
and innovative tissue repair products that incafmthe Company's proprietary absorbable implatinelogy. The Company reports its
financial results under a single operating segmémt development, manufacturing, and distributbmedical devices.

Product revenues are segregated into the following categories:
Three Months Ended  Six Months Ended
June 30, June 30,

2004 2003 2004 2003

(in thousands)

Neuromonitoring products........................ ...$11,813 $10,552 $23,011 $21,084
Operating room products..............ccceveeen ... 19,412 12,833 37,744 25,421
INStrumMents .........ccceeeevevveiiiiiineees .... 19,006 12,358 35,049 18,605
Private label products ...........ccccccevines ... 6,205 5494 12,068 11,257
Total product revenues .............cc.cc....... ....$56,436 $41,237 $107,872 $76,367
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Beginning in 2004, the Company has included thessal INTEGRA(R) Dermal Regeneration Template irraging room product revenues.
In the prior year period, these product sales wetkeded in private label product revenues.

Certain of the Company's products, including thed@®en(R) Dural Graft products, NeuraGen(TM) Nervwaeds, INTEGRA(R) Dermal
Regeneration Template, INTEGRA(TM) Bilayer Matrixddhd Dressing, and BioMend(R) Absorbable Collagesdrane, contain material
derived from bovine tissue. Products that contadtemials derived from animal sources, includingfas well as pharmaceuticals and me:
devices, are increasingly subject to scrutiny ftbmpress and regulatory authorities. These predianprised approximately 32% and 29%
of product revenues in the six month periods erldee 30, 2004 and June 30, 2003, respectively.rdowgy, widespread public controver
concerning collagen products, new regulation, bam of the Company's products containing mategeldd from bovine tissue, could hav
material adverse effect on the Company's curresinlss or its ability to expand its business.

Product revenues by major geographic area are stimeddelow:

United Asia Other
States Europe Pacific Foreign  Total

(in thousands)
Product revenues:

Three months ended June 30, 2004 ... $ 44,979 $ 7,561 $ 2,069 $ 1,827 $56,436
Three months ended June 30, 2003 ... 33,105 5,721 1,186 1,225 41,237
Six months ended June 30, 2004 ..... $85366 $ 14,809 $ 3,898 $ 3,799 $107,872
Six months ended June 30, 2003 ..... 60,367 10,722 2,644 2,634 76,367

8. COMMITMENTS AND CONTINGENCIES

As consideration for certain technology, manufaotyrdistribution and selling rights and licensearged to Integra, the Company has agreed
to pay royalties on the sales of products thathsgranted rights and licenses. Royalty paymemdeuthese agreements by the Company
were not significant for any of the periods present

Various lawsuits, claims and proceedings are pendirhave been settled by the Company. The masifisignt of those are described below.

In July 1996, Integra filed a patent infringemeawsuit in the United States District Court for ®authern District of California (the "Trial
Court") against Merck KGaA, a German corporatioerjiips Research Institute, a California nonpradfitporation, and David A. Cheresh,
Ph.D., a research scientist with Scripps, seekargatjes and injunctive relief. The complaint chargeadong other things, that the defendant
Merck KGaA willfully and deliberately induced, ardntinues willfully and deliberately to induce, deflants Scripps Research Institute and
Dr. Cheresh to infringe certain of the Company®pe. These patents are part of a group of patgatged to The Burnham Institute and
licensed by Integra that are based on the intematietween a family of cell surface proteins caitedgrins and the arginine-glycine-aspartic
acid ("RGD") peptide sequence found in many exthalee matrix proteins. The defendants filed a cusuit asking for an award of
defendants' reasonable attorney fees.

In March 2000, a jury returned a unanimous veridithe Company's favor and awarded Integra $15llilomin damages, finding that Merck
KGaA had willfully infringed and induced the infgement of Integra's patents. The Trial Court disedsScripps and Dr. Cheresh from the
case.
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In October 2000, the Trial Court entered judgmariniegra’s favor and against Merck KGaA in theec#is entering the judgment, the Trial
Court also granted to the Company pre-judgmentesteof approximately $1.4 million, bringing theabaward to approximately $16.4
million, plus post-judgment interest. Merck KGaefl various postrial motions requesting a judgment as a mattéawfnotwithstanding th
verdict or a new trial, in each case regardingrigiement, invalidity and damages. In September 20@1Trial Court entered orders in favor
of Integra and against Merck KGaA on the final gastgment motions in the case, and denied Merck X&motions for judgment as a
matter of law and for a new trial.

Merck KGaA and the Company each appealed variocisidas of the Trial Court to the United States @i Appeals for the Federal Circ
(the "Circuit Court"). In June 2003, the Circuit@baffirmed the Trial Court's finding that Merck3@A had infringed Integra's patents. The
Circuit Court also held that the basis of the gigalculation of damages was not clear from tla teicord, and remanded the case to the Trial
Court for further factual development and a nevewation of damages consistent with the Circuit €swlecision.

The Trial Court has scheduled oral argument on dasan August 27, 2004. Integra has not recordgdjaim in connection with this matte

Three of the French subsidiaries that the Compaguieed from the neurosciences division of NMT Ml Inc. received a tax reassessment
notice from the French tax authorities seekingxdcess of 1.7 million euros in back taxes, inteegst penalties. NMT Medical, Inc., the

former owner of these entities, has agreed to fipakly indemnify Integra against any liability tonnection with these tax claims. In

addition, NMT Medical, Inc. has agreed to provile Erench tax authorities with payment of the talilities on behalf of each of these
subsidiaries.

The Company is also subject to various claims, ldtssand proceedings in the ordinary course ofbmusiness, including claims by current or
former employees and distributors and with respeour products. In the opinion of management, siiaims are either adequately covered
by insurance or otherwise indemnified, or are xpieeted, individually or in the aggregate, to regub material adverse effect on our
financial condition. However, it is possible thair @esults of operations, financial position andicliows in a particular period could be
materially affected by these contingencies.

9. SUBSEQUENT EVENT

In July 2004, Stuart M. Essig, the Company's Pesgtidnd Chief Executive Officer, renewed his empiept agreement with the Company
through December 31, 2009. In connection with #rewal of the agreement, Mr. Essig received a giaiatir market value options to
acquire up to 250,000 shares of Integra commorkstod a fully vested contract stock unit award piimg for the payment of 750,000 sha
of Integra common stock which shall generally bivéesd to Mr. Essig upon a change of control,daling his termination of employment
retirement after December 31, 2009, or later ucdetain circumstances. The Company expects to demoafter-tax non-cash compensation
charge of approximately $14.9 million in the thidarter of 2004 for the deferred payment relatettiédfully-vested contract stock unit grant.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL
CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations shoulddzdrin conjunction with our consolidated
financial statements and the related notes thagtearing elsewhere in this report and our cons@ilfinancial statements for the year el
December 31, 2003 included in our Annual Reporform 10-K.

This discussion and analysis contains forward-logldtatements that involve risks, uncertaintiesassilimptions. Our actual results may
differ materially from those anticipated in theseWard-looking statements as a result of many faciacluding but not limited to those set
forth below under the heading "Factors That MayeatfOur Future Performance."

GENERAL

Integra develops, manufactures, and markets mediésates for use primarily in neuro-trauma, neurgsty, plastic and reconstructive
surgery, and general surgery. Our product linelsidleemonitoring and drainage systems, surgicatunstnts, fixation systems and innovative
tissue repair products that incorporate our prégneabsorbable implant technology.

Our business is organized into product groups astdlmution channels. Our product groups includelents and other devices for use in the
operating room, monitoring systems for the measargrof various parameters in tissue (such as pressmperature, and oxygen), hand-
held and ultrasonic surgical instruments, and peiVabel products that we manufacture for otherioca¢dievice companies.

Our distribution channels include a sales orgaitinahat we employ to call on neurosurgeons, anath@loyed sales force to call on plastic
and reconstructive surgeons, and networks of théndy distributors that we manage. We invest suibisiaresources and management effort
to develop our sales organizations, and we beliesewe compete very effectively in this aspecbarf business.

We manufacture most of the operating room, momitpeind private label products that we sell in wagiplants located in the United States,
Puerto Rico, France, the United Kingdom and Germ#g also manufacture the ultrasonic surgical imsents that we sell, but we purchase
most of our hand-held surgical instruments froncsdized third-party vendors.

We believe that we have a particular advantaghdrdevelopment, manufacture and sale of specialtyd repair products derived from
bovine collagen. We develop and build these pradincour manufacturing facility in Plainsboro, Ndersey. Taken together, these products
accounted for approximately 32% and 29% of prodetnues in the six months ended June 30, 2004waral 30, 2003, respectively.

We manage these multiple product groups and digtoib channels on a centralized basis. Accordinglyreport our financial results under a
single operating segment - the development, maturiag, and distribution of medical devices.

Our objective is to build a customer-focused arafifable medical device company by developing apuiing innovative medical devices
and other products to sell through our sales cHan@eir strategy therefore entails substantial ginaw product revenues both through
internal means - through launching new and inngregtroducts and selling existing products morenisiteely - and by acquiring existing
businesses or product lines.
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We aim to achieve this growth in revenues whilentaning strong financial results. While we payeation to any meaningful trend in our
financial results, we pay particular attention teasurements that tend to support the view thapmfitability can grow for a period of years.
These measurements include revenue growth frommuptsdhternally developed or acquired productssgmargins on products revenues,
which we hope to increase to more than 65% overiag of several years, operating margins, whicthejee to increase from the level we
reported in 2003, and earnings per fully dilutedrstof common stock.

ACQUISITIONS

Our strategy for growing our business includesattguisition of complementary product lines, tecbgas, and companies. Recent
acquisitions (as discussed in Note 2 to our unaddibnsolidated financial statements), may makdioancial results for the three and six
month periods ended June 30, 2004 not directly eoaipe to those of the corresponding prior yeaioder

RESULTS OF OPERATIONS
Our revenues for the periods were as follows:

Three Months Ended Six Months Ended

June 30, June 30,

(in thousands) 2004 2003 2004 2003
Total Neuromonitoring product revenues ....... $11,813 $10,552 $23,011 $21,084
Total Operating Room product revenues ........ 19,412 12,833 37,744 25,421
Total Instruments product revenues ........... 19,006 12,358 35,049 18,605
Total Private Label product revenues ......... 6,205 5,494 12,068 11,257
Total product revenues ....................... $56,436 $41,237 $107,872 $76,367
Other revenue ..........ccceeeevcneeeenns 5 1,499 1,013 3,149
Total revVenues ........cccceeeeveeecieeennne. $56,441 $42,736 $108,885 $79,516

QUARTER ENDED JUNE 30, 2004 COMPARED TO QUARTER ENCED JUNE 30, 2003
Total Revenues And Gross Margin On Product Revenues

For the quarter ended June 30, 2004, total revemnaes $56.4 million, an increase of $13.7 million32%, over the quarter ended June 30,
2003. This increase was primarily attributablendrecrease in product revenues of $15.2 million3 o, over the prior-year period. Other
revenue decreased by $1.5 million primarily duthtotermination of the ETHICON distribution and deapment agreement in December
2003. The increase in product revenues generatedibselling the INTEGRA(R) Dermal Regenerationdarct directly to end customers has
more than offset this decrease.

Revenues from product lines acquired since therskqoarter of 2003 accounted for $4.2 million af $13.7 million increase in total
revenues over the prior year period. Changes #idarcurrency exchange rates contributed $515 0@t increase in total revenues.
Domestic product revenues increased $11.9 milliaimné second quarter of 2004 to $45.0 million, @680f product revenues, the same
percentage reported for the second quarter endexd3y 2003.

Revenues from our monitoring product lines increak® 3 million, or 12%, over the prior-year peripdmarily as a result of increased sales
of our intracranial monitoring products and draimagstems. Our operating room product line reveineeased over the prigear period b
$6.6 million, or 51%. This increase is largely tesult of growth in sales of our DuraGen(R)
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and DuraGen Plus(TM) Dural Graft Matrix productsidhe inclusion of INTEGRA(R) Dermal Regeneraticeniplate sales in the operating
room category. Prior to resuming the direct satkrmarketing of the INTEGRA product on January 1020ve reported sales of the
INTEGRA product to ETHICON, Inc. in the private Elzategory.

Revenues from our instrument product lines incrédse$6.6 million, or 54%, over the prior-year petiand included $4.2 million of
revenues from product lines acquired since therskqoarter of 2003. The remaining $2.4 million #&se was led by growth in the JARIT
surgical instrument line. We also experienced ghoswter the prior year period in each of our exgsiimstrument product lines. Our private
label product revenue increased by $711,000, or, 1% the prior year period as increased revefroesthe Absorbable Collagen Sponge
we supply for use in Medtronic's INFUSE bone gpafiduct offset the removal of INTEGRA Dermal Regatien Template revenues from
this category. Although sales of certain privateelgoroducts vary highly from quarter to quartepeleding on the timing and size of orders
placed by our marketing partners, we do not beltbaethe variability is as significant on an anrhasis.

We have generated our product revenue growth thragguisitions, new product launches and incredsedt sales and marketing efforts
both domestically and in Europe. We expect thatexypanded domestic sales forces, the continuedeimgaitation of our direct sales strategy
in Europe, enhancements to existing products, rstednially developed and acquired products will eidur future revenue growth. We also
intend to continue to acquire businesses that cemmgaht our existing businesses and products.

Our gross margin on product revenues was 62% iqubeter ended June 30, 2004, as compared to 583 jrior-year period. The current
quarter's gross margin benefited from strong sgesth of our higher margin products during thertgra the resumption of direct sales of
INTEGRA Dermal Regeneration Template, and the desgrén fair value purchase accounting adjustmentadquired inventory. Our
reported gross margins for the second quarter @4 20d 2003 included $70,000 and $514,000, remedygtiof fair value purchase account
adjustments for acquired inventory sold duringdharter.

Other Operating Expenses:
The following is a summary of other operating exggmnas a percent of product revenues:

Three Months Ended

June 30,
(in thousands) 2004 2003
Research and development ..........ccccveeeeeeee. L 5% 7%
Selling and marketing ......cccocovveevvvces L 23 % 22%
General and administrative .........ccooceeeveeeee. L 11% 11 %

Total other operating expenses, which exclude afggtoduct revenue but include amortization, insexh34% to $23.2 million in the second
quarter of 2004, compared to $17.4 million in teeand quarter of 2003.

Research and development expenses decreased $183%06 million in the second quarter of 2004&r&ased clinical studies and new
product development activities in neurosurgical pladtic and reconstructive applications largefgetfthe savings that resulted from the
closing of our San Diego research center in thettioguarter of 2003.
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The continuing decline in research and developreepénses as a percentage of product revenueseint iearters is partially related to the
significant increase in hand-held instrument pradegenues as a proportion of our total revenugghBir nature, our hand-held instrument
product lines require less research and developar@htiepend more on sales and marketing effogsgport growth.

We are obligated to pay $1.5 million to the sellefrthe Novus Monitoring Limited assets upon trehievement of a product development
milestone. If such payment is made, we estimateapparoximately $1.0 million will be recorded asiafprocess research and development
charge.

Sales and marketing expenses increased 45% ovpritiieyear period to $13.2 million as a resultled continued expansion of our domestic
direct sales and marketing organizations, increapedding to support our plastic and reconstruacivgery product lines, and the recently
acquired MAYFIELD, BUDDE, ELEKTROTOM and SONOTOMgqtuct lines. Sales and marketing expenses werea?@P22% of product
revenues in the three months ended June 30, 2@)4uare 30, 2003, respectively.

General and administrative expenses increasedillién to $6.3 million in the second quarter of@0 largely as a result of increased
professional fees related to Sarbanes-Oxley inteorarol initiatives, the implementation of ounmeglobal enterprise resource management
system, and our litigation with Merck KGaA. Geneaiald administrative expenses were 11% of prodwetmges in the three months ended
June 30, 2004 and June 30, 2003. We expect garatadministrative expenses as a percentage ofigiraglzenues to remain consistent v
these levels through the remainder of 2004 and2665.

Amortization expense increased $287,000 to $1.0amiln the second quarter of 2004 as a resultwdréization of intangible assets from
recent acquisitions.

In the second half of 2004, we expect to incur apionately $1.5 million of operating charges relatedhe MAYFIELD acquisition,
including inventory fair value purchase accountingts, facilities consolidation expenses, andibigior termination payments, and our
planned relocation of our National Distribution @anfrom Plainsboro, New Jersey to Reno, Nevadharfourth quarter. Additionally, in
July 2004, Stuart M. Essig, our President and Chiefcutive Officer, renewed his employment agregmath Integra to extend the term of
his employment through December 31, 2009. In cammeevith the renewal of the agreement, Mr. Essiteived a grant of fair market value
options to acquire up to 250,000 shares of Integramon stock and a fully vested contract stock awird providing for the payment of
750,000 shares of Integra common stock which gjeaierally be delivered to Mr. Essig following hésrhination of employment or
retirement, but not before December 31, 2009, ter lander certain circumstances, or upon a chahgentrol. In the third quarter of 2004,
we expect to record an after-tax non-cash compiemsaperating charge of approximately $14.9 millfonthe deferred payment related to
the fully-vested contract stock unit grant.

Non-Operating Income And Expenses

In the second quarter of 2004, we recorded $8231D0@t interest expense associated with the $liRi@mof contingent convertible
subordinated notes we issued in 2003 and a reifate st rate swap agreement. The $201,000 decasasmmpared to the second quarter of
2003 reflects the benefits we received from arr@sterate swap executed in August 2003.

Our reported interest expense includes $205,00@wfcash amortization of debt issuance costs. Bsbance costs totaled $4.1 million and
are being amortized using the straight-line methwet the five-year term of the notes.
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We will pay additional interest ("Contingent Intet§ on our convertible notes under certain condgi The fair value of this Contingent
Interest obligation is marked to its fair valuezath balance sheet date, with changes in thedhievecorded to interest expense. In the
second quarter of 2004 and 2003, the change iadtimated fair value of the Contingent Interestgation was not significant.

In August 2003, we entered into an interest ratepsagreement with a $50.0 million notional amoortiédge the risk of changes in fair va
attributable to interest rate risk with respecafoortion of our fixed rate convertible notes. Titerest rate swap agreement qualifies as a fair
value hedge under SFAS No. 133, as amended "Adoguinr Derivative Instruments and Hedging Actiegf. The net amount to be paid or
received under the interest rate swap agreemeatdsded as a component of interest expense. ledlidinterest expense for the three
months ended June 30, 2004 is a $216,000 reduatioterest expense associated with the interéstsaap.

The net fair value of the interest rate swap atdl&1, 2004 was $563,000. At June 30, 2004, théairetalue of the interest rate swap
increased $1.4 million to $2.0 million, and this@amt is included in other liabilities. In connectiwith this fair value hedge transaction,
during the second quarter of 2004, we recorded 4 $ilion net decrease in the carrying value of cenvertible notes. The net difference
between changes in the fair value of the intemst swap and the contingent convertible notes septs the ineffective portion of the hedg
relationship, and is recorded in other income.

Our net other income/expense decreased by $316@00451,000 of income in the second quarter @3@ $135,000 of income in the
second quarter of 2004. In the second quarter @8 2@e recorded $279,000 of gains realized ondleaf marketable securities.

Income tax expense was approximately 36.8% and/@6fdncome before income taxes for the secondtgrsaof 2004 and 2003,
respectively. Included in income tax expense fergacond quarters of 2004 and 2003 was a defercedchie tax provision of $3.6 million and
$2.4 million, respectively. The increase in thesefive income tax rate in 2004 resulted primanini a change in the geographic mix of
projected taxable income for 2004.

For the second quarter of 2004, we reported neniecof $7.5 million, or $0.24 per diluted sharecaspared to net income of $5.4 million,
or $0.18 diluted per share, for the prior year tgrar

In periods when the holders of our contingent cotilie notes are permitted to exercise their cosieer rights, the "ifeonverted" method wi
be used to determine the dilutive effect on eamipgy share of the notes, which are convertibleapiproximately 3.5 million shares of
common stock.

At its July 1, 2004 meeting, the FASB Emerging &3iask Force (EITF) reached a tentative consensissae 04-08 that would require
issuers of contingent convertible securities taaot for these securities on an "if-converted" asirsuant to Statement of Financial
Accounting Standards No. 128 "Earnings Per Shar&€omputing their diluted earnings per share wéetr not the issuer's stock is above
the contingent conversion price. The provisionisetie 04-08 would be applied retroactively, withgnandfathering provision for existing
contingent convertible securities.

The FASB has published a draft abstract of Issu@®4dnd the EITF will review comments on this preglcat its September 2004 meeting. If
the tentative consensus reached in Issue 04-@8ified by the FASB, we expect that it would redace previously reported diluted earnings
per share results by $0.01 for both the six moattged June 30, 2004 and the year ended Decemb20(3,, Issue 04-08 is also expected to
have a dilutive effect on our future earnings pere estimates.
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SIX MONTHS ENDED JUNE 30, 2004 COMPARED TO SIX MONTHS ENDED JUNE 30, 2003

For the six months ended June 30, 2004, total re@&mcreased by $29.4 million, or 37%, over tlawdnths ended June 30, 2003 to $108.9
million. Product revenues increased by $31.5 millior 41%, over the prior year period. Other rexedecreased by $2.1 million primarily
due to the termination of the ETHICON distributiand development agreement in December 2003.

Revenues from products acquired since the begirofi2g03 accounted for $14.4 million of the $29.diom increase in total revenues over
the prior year period. Changes in foreign curremoghange rates contributed $1.5 million to theease in total revenues. Domestic product
revenues increased $25.0 million during 2004 to.4&4illion, or 79% of product revenues, the samegmrtage reported for the six months
ended June 30, 2003.

Revenues from our monitoring product lines incrde®&k 9 million, or 9%, over the prior-year periatghparily as a result of increased sales of
our intracranial monitoring products and drainag&tems. Our operating room product line revenueeased over the prior year period by
$12.3 million, or 48%. This increase is largely thsult of growth in sales of our DuraGen(R) andd®en Plus(TM) Dural Graft Matrix
products and the inclusion of INTEGRA(R) Dermal Begration Template sales in the operating roongoaye

Revenues from our instrument product lines incrédse$16.4 million, or 88%, over the prior-yearipér This increase resulted from the
impact of recently acquired product lines and greales growth in each of our existing instrumentipct lines. Our private label product
revenue increased by $811,000, or 7%, over the-pear period, as increased revenues from the Aldde Collagen Sponge we supply for
use in Medtronic's INFUSE bone graft product oftbetremoval of INTEGRA Dermal Regeneration Tenmplatvenues from this category.

Our gross margin on product revenues for the sinthroended June 30, 2004 was 61%, as compared4dddQhe prior-year period. The
benefit of strong growth in sales of our higher gimproducts, the resumption of direct sales of BEGRA Dermal Regeneration Template in
2004, and a reduction in fair value purchase adiogiadjustments more than offset the impact oflteer margins associated with recently
acquired instrument product lines. Our reporteggmargins for the six months ended June 30, 2004ane 30, 2003 included $70,000 and
$860,000, respectively, of fair value purchase anting adjustments for acquired inventory sold dgrhe periods.

20



Other Operating Expenses:
The following is a summary of other operating exggnas a percent of product revenues:

Six Months Ended

June 30,
(in thousands) 2004 2003
Research and development ..........ccccveeeeeeee. L 5% 7%
Selling and marketing .....ccccceveveeeveveveeeeee L 23 % 22 %
General and administrative .........cccoceceeveeeee. L 11% 13 %

Total other operating expenses, which exclude afogtoduct revenue but include amortization, ineezh33% to $43.9 million in the six
months ended June 30, 2004, compared to $33.@millithe prior-year period.

Research and development expenses increased $356,88®% million in the six months ended June 3M4 Increased clinical studies and
new product development activities in neurosurgécal plastic and reconstructive applications offisetsavings that resulted from closing
San Diego research center. Research and developxpetises on products other than our traditionadeeld instruments was 7% of
product revenues in 2004, as compared to 9% iptioe year period.

Sales and marketing expenses increased 46% ovprithieyear period to $24.3 million as a resultleé continued expansion of our domestic
direct sales and marketing organizations, increapedding to support our plastic and reconstruciivgery product lines, and sales and
marketing expenses of recently acquired busineSadss and marketing expenses were 23% and 229%ddi¢t revenues in the six months
ended June 30, 2004 and June 30, 2003, respectively

General and administrative expenses increasedn$iflién to $12.2 million in the six months endech&u30, 2004, largely as a result of
increased professional fees related to Sarbanesy@xernal control initiatives, the implementatiofour new global enterprise resource
management system, and our litigation with MerckadG

Amortization expense increased $593,000 to $1.Bomiln 2004 as a result of amortization of intdyigiassets from recent acquisitions.
Non-Operating Income and Expenses

We recorded net interest income of $217,000 irsthenonths ended June 30, 2004, as compared tatagtst income of $578,000 in the
prior-year period. This decrease resulted fronsthenonths of interest expense recorded in 200dcés=d with the $120 million of
contingent convertible subordinated notes we issuddiarch and April of 2003, offset by the benefits received from the interest rate swap.

Our reported interest expense in 2004 and 200Becéively, includes $410,000 and $215,000 of nesh@nortization of debt issuance costs.
The change in the estimated fair value of the @getit Interest obligation increased interest expéys$163,000 and $44,000 in 2004 and
2003, respectively. Included in interest expenseaHe six months ended June 30, 2004 is a $426d0iiction in interest expense associated
with the interest rate swap.

The net fair value of the interest rate swap atdbdzer 31, 2003 was $1.1 million. At June 30, 2@04 net fair value of the interest rate swap
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increased $882,000 to $2.0 million, and this amdasintcluded in other liabilities. In connectiontvithis fair value hedge transaction, during
the six months ended June 30, 2004, we record®33 300 net decrease in the carrying value of oovertible notes. The net difference
between changes in the fair value of the intemst swap and the contingent convertible notes septs the ineffective portion of the hedg
relationship, and this amount is recorded in otheome (expense), net.

Our net other income/expense decreased by $682@®0$800,000 of income in 2003 to $118,000 of meoin 2004. In 2003, we recorded
$500,000 of gains realized on the sale of marketabturities.

Income tax expense was approximately 36.8% and@6fGncome before income taxes for 2004 and 26&ectively. Included in income
tax expense in 2004 and 2003 was a deferred intaxnerovision of $6.8 million and $5.0 million, pesctively. The increase in the effective
income tax rate in 2004 resulted primarily fromhamge in the geographic mix of projected taxabternme for 2004.

For the six months ended June 30, we reportechoetrie of $15.0 million, or $0.48 per diluted sha®compared to net income of $10.9
million, or $0.36 diluted per share, for the pryaar period.

International Product Revenues and Operations

Because we have operations based in Europe anémegaje revenues and incur operating expensesas and British pounds, we have
currency exchange risk with respect to foreigneucy denominated revenues or expenses.

In the six-month period ended June 30, 2004, tisé aoproducts we manufactured in our Europeariiti@si or purchased in foreign
currencies exceeded our foreign currency-denominaeenues. We expect this imbalance to continuecWrently do not hedge our
exposure to foreign currency risk. Accordingly, @eakening of the dollar against the euro and Bripistind could negatively affect future
gross margins and operating margins. We will cargtito assess the potential effects that chandgesaign currency exchange rates could
have on our business. If we believe this poteimiglact presents a significant risk to our businegsmay enter into derivative financial
instruments to mitigate this risk.

Additionally, we generate significant revenues wigthe United States, a portion of which are d@lar-denominated transactions
conducted with customers who generate revenuermerncies other than the U.S. dollar. As a resultrency fluctuations between the U.S.
dollar and the currencies in which those custorderbusiness may have an impact on the demand fgroducts in foreign countries.

Our sales to foreign markets may be affected bglleconomic conditions, regulatory or political s@terations, the effectiveness of our sales
representatives and distributors, local competjteord changes in local medical practice.

Relationships with customers and effective termsadé frequently vary by country, often with longerm receivables than are typical in the
United States.

22



Product revenues by major geographic area are stimeddelow:

United Asia Other
States Europe Pacific Foreign  Total

(in thousands)
Product revenues:

Three months ended June 30, 2004 ... $44,979 $ 7,561 $ 2,069 $ 1,827 $56,436
Three months ended June 30, 2003 ... 33,105 5,721 1,186 1,225 41,237
Six months ended June 30, 2004 ..... $85366 $ 14,809 $ 3,898 $ 3,799 $107,872
Six months ended June 30, 2003 ..... 60,367 10,722 2,644 2,634 76,367

In the six months ending June 30, 2004, producmags from customers outside the United Stateletb$22.5 million, or 21% of
consolidated product revenues, of which approxiim@é% were to European customers. Of this amdki®i,5 million was generated in
foreign currencies.

In the six months ending June 30, 2003, producmags from customers outside the United Stateletb$16.0 million, or 21% of
consolidated product revenue, of which approxinya&® were to European customers. Of this amo@8 fiillion was generated in forei
currencies by our subsidiaries in Europe.

LIQUIDITY AND CAPITAL RESOURCES
Cash and Marketable Securities

At June 30, 2004, we had cash, cash equivalentswaneint and non-current investments totaling axprately $194.3 million. Our
investments consist almost entirely of highly lidjuinterest bearing debt securities. We believedhacash and marketable securities are
sufficient to finance our operations and capitgdenditures in the short term. However, given tigaificant level of liquid assets and our
objective to grow by acquisitions and alliances, fmancial position and future financial resultsutd change significantly if we were to use a
significant portion of our liquid assets.

Cash Flows

Cash provided by operations has recently beensaexpected to continue to be our primary meanaradihg existing operations and capital
expenditures. We generated positive operating ftasis of $32.0 million in 2002, $34.8 million in 23, and $20.9 million in the six months
ending June 30, 2004. Operating cash flows fostkenonths ending June 30, 2003, were $23.1 mill@perating cash flows for the six
months ended June 30, 2004 declined as compathd fwior year because of additional investmenteventory to support our growth in
product revenues and higher accounts receivabdambeas related to increased sales.

Our principal uses of funds during the six monthigetended June 30, 2004 were $28.9 million forésition consideration, $27.1 million f
purchases of investments, net of maturities aressahd $4.8 million for purchases of property egdipment. In 2004, we have increased
cash outlays for capital expenditures as compar@®®3, primarily because of an estimated $4 milbd expenditures associated with
planned information system upgrades. In additiothé&$20.9 million in operating cash flows, we iiged $3.5 million from the issuance of
common stock through the exercise of stock optahmring the period.
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Working Capital

At June 30, 2004 and December 31, 2003, workingalapas $141.0 million and $167.3 million, respeely. The decrease in working
capital was primarily due to cash invested in mtatile debt securities during the period, offseafiglitional investments in inventory to
support our growth in product revenues and higheoants receivable balances related to increades. sa

Convertible Debt and Related Hedging Activities

We have outstanding $120.0 million of 2 1/2% cogéint convertible subordinated notes due 2008. Wehligated to pay $3.0 million of
interest per year on the notes and to repay thigicipal amount on March 15, 2008, if the notesratconverted into common stock before
that date. We will also pay contingent interestlemnotes if, at thirty days prior to maturity,dgta’'s common stock price is greater than
$37.56, subject to certain conditions.

We also have outstanding an interest rate swapeagmet with a $50 million notional amount to hedge ttisk of changes in fair value
attributable to interest rate risk with respecatoortion of the convertible notes. We receiveld?? fixed rate from the counterparty, paye
on a semi-annual basis, and pay to the counterpditating rate based on 3 month LIBOR minus 3&idpoints, payable on a quarterly
basis. The interest rate swap agreement termionaté$arch 15, 2008, subject to early terminationrufiee occurrence of certain events,
including redemption or conversion of the contingeaomvertible notes.

Share Repurchase Plans

In March 2004, our Board of Directors authorizedausepurchase up to 1.5 million shares of our comistock for an aggregate purchase
price not to exceed $40.0 million. We may repuretsttares under this program through March 200griththe open market or in privately
negotiated transactions. We did not repurchaseshages of common stock during the first six momth2004 under this program or under
previous program which expired in February 2004.

Dividend Policy

We have not paid any cash dividends on our comrnawk since our formation. Any future determinati®@@agpay cash dividends on our
common stock will be at the discretion of our Boafdirectors and will depend upon our financiahdiion, results of operations, cash
flows, and other factors deemed relevant by therdBo&Directors.

Requirements and Capital Resources

We believe that our cash and marketable secudtiesufficient to finance our operations and capitpenditures in the near term. In 2004,
we have increased cash outlays for capital expemeditas compared to 2003, primarily because ostimated $4 million of expenditures
associated with planned information system upgrades

Given the significant level of liquid assets and objective to grow by acquisition and alliances:;, inancial position could change
significantly if we were to complete a businessuasitjon by utilizing a significant portion of oliquid assets.

Currently, we do not have any existing borrowingaity or other credit facilities in place to rasgnificant amounts of capital if such a n
arises.
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Contractual Obligations and Commitments

Under certain agreements, we are required to majeaents based on sales levels of certain produétspecific development milestones
achieved.

RECENTLY ISSUED ACCOUNTING STANDARDS

In March 2004, the FASB Emerging Issues Task F@EtEF) reached a consensus on Issue 03-01, "ThaiMgaf Other-Than-Temporary
Impairment and Its Application to Certain Investigénlssue 03-01 provides guidance regarding reitiogrand measurement of unrealized
losses on available-for-sale debt and equity stesiccounted for under Statement of Financialofoting Standard No. 115, "Accounting
for Certain Investments in Debt and Equity Secesiti The recognition and measurement provisiorissofe 03-01 are to be applied to other-
thantemporary impairment evaluations in reporting pgsibeginning after June 15, 2004. The Company doesxpect the adoption of Iss
03-01 to have a material impact on its financiaipon, cash flows or results of operations.

In March 2004, the EITF reached a consensus oe 836, "Participating Securities and the Two-Cldethod Under FASB Statement No.
128". Issue 03-6 expanded the notion of partiogratights in calculating earnings per share froevimus practice. Issue 03-6 does not focus
on a security holder's contractual rights to ultiehareceive the undistributed earnings and neftagsf the company upon redemption or
liquidation. Instead, it defines participation righbased solely on whether the holder would beledtio receive any dividends declared du
the period, even if the company would not declanedividends during the period due to economicracfical concerns or legal or contrac
limitations on it's the company's ability to payidiends.

Under Issue 03-6, all securities that meet thend&fin of a participating security, regardless dfather the securities are convertible, non-
convertible, or potential common stock securitieifl, be considered for inclusion in the computatmirbasic earnings per share using the two-
class method. The application of the two-class pubthay also have an impact on the diluted earniegshare calculation due to the need to
consider each type of potential common sharesapthper sequence to arrive at maximum dilution.

Integra adopted the provisions of Issue 03-6 duttiregsecond quarter ended June 30, 2004. Thetteamgrovisions of Issue 03-6 require

prior period earnings per share amounts to betezkta conform to the new standard, including thpact relating to securities that have been
extinguished but were outstanding for a portiosarhe prior period that is presented for comparatiwposes. Accordingly, in the future,
Integra will restate its earnings per share catmna for the year ended December 31, 2001 to eonfo the two-class method required by
Issue 03-6 as it relates to the dividend partidggpatights included in the Series B and Series Gvedible Preferred Stock that were
outstanding during that period. The adoption ofi¢s83-6 will reduce previously reported basic eagaiper share by $0.05 to $1.03 and
diluted earnings per share by $0.02 to $0.92 irl208e adoption of Issue 03-6 will not change trevusly reported basic or diluted
earnings per share for any other year.
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FACTORS THAT MAY AFFECT OUR FUTURE PERFORMANCE
Our Operating Results May Fluctuate.

Our operating results, including components of afieg results, such as gross margin on producs saday fluctuate from time to time, wh
could affect our stock price. Our operating resbéise fluctuated in the past and can be expectfiddinate from time to time in the future.
Some of the factors that may cause these fluchmtioclude:

[X] the impact of acquisitions;

[X] the timing of significant customer orders; ¥drket acceptance of our existing products, asagfiroducts in development;

[X] the timing of regulatory approvals; [X| theitignof payments received and the recognition o$¢hpayments as revenue under
collaborative arrangements and other alliancessH&hges in the rate of exchange between the Gliar,ahe euro and the British pound;
[X| expenses incurred and business lost in cororestith product field corrections or recalls;

[X| our ability to manufacture our products effidlg; and |X| the timing of our research and depeient expenditures.

Non-Cash Compensation Charges May Affect Our Futurdarnings

On March 31, 2004, the FASB issued an Exposuret D8ifare-Based Payment - An Amendment of FASB States No. 123 and 95." The
Exposure Draft addresses the accounting for traiesescn which a company receives employee seniitegchange for (a) equity
instruments of the company or (b) liabilities thag¢ based on the fair value of the company's einstyjuments or that may be settled by the
issuance of such equity instruments. The proposseiSent would eliminate the ability to account$bare-based compensation transactions
using APB Opinion No. 25, and generally would regunstead that such transactions be accountassing a fair-value based method. The
Exposure Draft proposes that the cost of all foofsquity-based compensation granted to employeediding employee stock ownership
plans, be recognized in a company's income stateamgithat such cost be measured at the fair \adlthee stock options. As proposed, the
new rules would be applied on a modified prospedtasis as defined in the Exposure Draft, and wbeldffective for fiscal years beginning
after December 15, 2004. We are currently evalgaijtion valuation methodologies and assumptiorigim of the evolving accounting
standards related to employee stock options. Cuestimates of option values using the Black-Scholethod, as disclosed in Note 1 to the
unaudited consolidated financial statements incalculation of pro forma net income as required-B¥B 123, may not be indicative of
results from valuation methodologies ultimately jgigal in the final rules.

The Industry And Market Segments in Which We Opefat Highly Competitive, And We May Be Unable toripete Effectively with
Other Companies.

In general, the medical technology industry is ebtarized by intense competition. We compete wsthldished medical technology and
pharmaceutical companies. Competition also conmes &arly stage companies that have alternativentéabical solutions for our primary
clinical targets, as well as universities, reseamshitutions and other non-profit entities. Marfyooir competitors have access to greater
financial, technical, research and developmentketarg, manufacturing, sales, distribution serviaed other resources than we do. Further,
our competitors may be more effective at implemmntheir technologies to develop commercial prosiuct
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Our competitive position will depend on our abilityachieve market acceptance for our productldpwnew products, implement
production and marketing plans, secure regulatppraval for products under development, and olpatent protection. We may need to
develop new applications for our products to rentaimpetitive. Technological advances by one or nebiur current or future competitors
could render our present or future products obsaetineconomical. Our future success will depgrahiwour ability to compete effectively
against current technology as well as to respofetifely to technological advances. Competitivegsures could adversely affect our
profitability. For example, we believe that tworoore of our large competitors are in the processtadducing an onlay dural graft matrix.
The introduction of such products could reducestiles, growth in sales, and the profitability of duraplasty products, including our
DuraGen(R), DuraGen Plus(TM), and Endura(TM) pradines, which are among our largest and fastesting products.

Our largest competitors in the neurosurgery maraetthe Medtronic Neurotechnologies division ofd¥tenic, Inc., the Codman division of
Johnson & Johnson, the Aesculap division of B. Brand the Valleylab division of Tyco Internatiomadl. In addition, many of our product
lines compete with smaller specialized companidarger companies that do not otherwise focus amasargery. Our plastic and
reconstructive surgery business is small comparétd principal competitors, which include majordiwal device and wound care companies
such as the ETHICON division of Johnson & John&mith and Nephew, Inamed, Mentor, and Zimmer. Qwage label products face
diverse and broad competition, depending on th&etaddressed by the product. Finally, in certaises our products compete primarily
against medical practices that treat a conditichauit using a device, rather than any particuladpct, such as autograft tissue as an
alternative for the INTEGRA(R) Dermal Regenerafi@mplate, our duraplasty products, and the Neuré@®énNerve Guide.

Our Current Strategy Involves Growth Through Acdgigas, Which Requires Us To Incur Substantial Gastd Potential Liabilities For
Which We May Never Realize The Anticipated Benefits

In addition to internal growth, our current stratégvolves growth through acquisitions. Since 1988,have acquired 19 businesses or
product lines at a total cost of approximately $h@ion.

We may be unable to continue to implement our ghastitategy, and our strategy may be ultimately cosssful. A significant portion of our
growth in revenues has resulted from, and is exgettt continue to result from, the acquisition o$inesses complementary to our own. We
engage in evaluations of potential acquisitions anedin various stages of discussion regardingilplesacquisitions, certain of which, if
consummated, could be significant to us. Any paaacquisitions may result in material transactomenses, increased interest and
amortization expense, increased depreciation exp@mnd increased operating expense, any of whicld ¢tave a material adverse effect on
our operating results. As we grow by acquisitioms,must integrate and manage the new businessealize economies of scale and control
costs. In addition, acquisitions involve other sisiacluding diversion of management resourcesrafise available for ongoing development
of our business and risks associated with enteravg markets with which our marketing and salesedras limited experience or where
experienced distribution alliances are not avadaBlur future profitability will depend in part upour ability to develop further our resour
to adapt to these new products or business arekt® atentify and enter into satisfactory distribatnetworks. We may not be able to ider
suitable acquisition candidates in the future, iobéaceptable financing or
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consummate any future acquisitions. If we cannigigrate acquired operations, manage the cost efding our products or price our
products appropriately, our profitability could farf In addition, as a result of our acquisitiof®ther healthcare businesses, we may be
subject to the risk of unanticipated business unagies or legal liabilities relating to those aggd businesses for which the sellers of the
acquired businesses may not indemnify us. Futugaisitions may also result in potentially dilutissuances of securities.

To Market Our Products under Development We WilkFNeed To Obtain Regulatory Approval. Furtheké Fail To Comply With The
Extensive Governmental Regulations That Affect Business, We Could Be Subject To Penalties And €Bel Precluded From Marketing
Our Products.

Our research and development activities and theufaaturing, labeling, distribution and marketingonfr existing and future products are
subject to regulation by numerous governmental éigsrin the United States and in other countriég Food and Drug Administration
(FDA) and comparable agencies in other countriggsae mandatory procedures and standards for tlicbaf clinical trials and the
production and marketing of products for diagnoatid human therapeutic use.

Our products under development are subject to FR#aval or clearance prior to marketing for comnadrase. The process of obtaining
necessary FDA approvals or clearances can taks gedris expensive and full of uncertainties. @ability to obtain required regulatory
approval on a timely or acceptable basis could haunmbusiness. Further, approval or clearance rfaesubstantial restrictions on the
indications for which the product may be marketetbovhom it may be marketed. Further studiesuditig clinical trials and FDA

approvals, may be required to gain approval forube of a product for clinical indications othearithose for which the product was initially
approved or cleared or for significant changesiéoproduct. In addition, for products with an apa PMA, the FDA requires annual repc
and may require post-approval surveillance progranmsonitor the products' safety and effectivenBesults of post-approval programs may
limit or expand the further marketing of the protduc

Another risk of application to the FDA relates e tregulatory classification of new products orgmeed new uses for existing products. In
the filing of each application, we make a legalgont about the appropriate form and content oafiication. If the FDA disagrees with
our judgment in any particular case and, for examquires us to file a PMA application rathemtladlowing us to market for approved uses
while we seek broader approvals or requires exterailditional clinical data, the time and expemrsgiired to obtain the required approval
might be significantly increased or approval might be granted.

Approved products are subject to continuing FDAuiegments relating to quality control and qualigsarance, maintenance of records,
reporting of adverse events and product recallsyeh@ntation, and labeling and promotion of medialdices.

The FDA and foreign regulatory authorities requivat our products be manufactured according taoig® standards. These regulatory
requirements may significantly increase our proiucor purchasing costs and may even prevent us fn@king or obtaining our products in
amounts sufficient to meet market demand. If wa thrird-party manufacturer change our approved fisatwring process, the FDA may
require a new approval before that process mayséd. Failure to develop our manufacturing capatitiy mean that even if we develop
promising new products, we may not be able to ptedhem profitably, as a result of delays and @afthl capital investment costs.
Manufacturing facilities, both international andhaestic, are also subject to inspections by or utiterauthority of the FDA. In addition,
failure to comply with
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applicable regulatory requirements could subjedbwenforcement action, including product seizuresalls, withdrawal of clearances or
approvals, restrictions on or injunctions againatketing our product or products based on our teldyy, and civil and criminal penalties.

Certain Of Our Products Contain Materials Derivednr Animal Sources And May Become Subject To Addidél Regulation.

Certain of our products, including the DuraGen(Riy& Graft Matrix products, the NeuraGen(TM) Nefveide, and the INTEGRA(R)
Dermal Regeneration Template, contain materiavddrfrom bovine tissue. Products that contain nelederived from animal sources,
including food as well as pharmaceuticals and nadievices, are increasingly subject to scrutinthapress and by regulatory authorities.
Regulatory authorities are concerned about thenpiatdor the transmission of disease from anint@lsumans via those materials. This pL
scrutiny has been particularly acute in Japan ardtévn Europe with respect to products derived ftattie, because of concern that
materials infected with the agent that causes l@ospongiform encephalopathy, otherwise known as &Skad cow disease, may, if inges
or implanted, cause a variant of the human Creldizfakob Disease, an ultimately fatal disease wittknown cure. Recent cases of BSE in
cattle discovered in Canada and the United States imcreased awareness of the issue in North &meri

We take great care to provide that our productsafe and free of agents that can cause diseapartloular, the collagen used in the
manufacture of our products is derived only from deep flexor tendon of cattle from the United &adhat are less than 24 months old. The
World Health Organization classifies different tgpe cattle tissue for relative risk of B&ansmission. Deep flexor tendon, the sole souf
our collagen, is in the lowest risk category forBtBansmission (the same category as milk, for gtemand is therefore considered to ha
negligible risk of containing the agent that calB8& (an improperly folded protein known as a pridtevertheless, products that contain
materials derived from animals, including our pretdymay become subject to additional regulatiomven be banned in certain countries,
because of concern over the potential for prionsmaission. Significant new regulation, or a baowf products, could have a material effect
on our current business or our ability to expandhbausiness.

The European Union has recently announced thatmeglical devices containing tissues of animal ongilhhave to conform to new
requirements, and existing medical devices comntgianimal tissue must be re-assessed betweenlA@104 and September 30, 2004. We
have submitted all documents required for a ressssent of our products within the schedule requirethe European Union. If the required
documentation is not approved by September 30,,200dting EC Certificates will become invalid.

In addition, we have been notified that Japan &sisad new regulations regarding medical devicdstrgain tissue of animal origin. Among
other regulations, Japan may require that the tended in the manufacture of medical devices solthpan originate in a country that has
never had a case of BSE. Currently, we purchas# allr tendon from the United States. We expechaémufacture some of our products
from tendon purchased from New Zealand, a countighivhas never had a case of BSE. If we cannotsemd qualify a source of tendon
from New Zealand or another country that has nbaera case of BSE, we will not be permitted to @eflcollagen hemostatic agents and
products for oral surgery in Japan after Septer@béd. We do not currently sell our dural or skipaie products in Japan.

Lack Of Market Acceptance For Our Products Or MaFeference For Technologies That Compete WithRdaducts Could Reduce Our
Revenues And Profitability.
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We cannot be certain that our current productgragher products that we may develop or markdtagiieve or maintain market
acceptance. Certain of the medical indications ¢hatbe treated by our devices can also be trégtether medical devices or by medical
practices that do not include a device. The medicaimunity widely accepts many alternative treatisieaind certain of these other
treatments have a long history of use. For exantipdeuse of autograft tissue is a well-establighedns for repairing the dermis, and it
competes for acceptance in the market with the IGRE(R) Dermal Regeneration Template.

We cannot be certain that our devices and proceduitebe able to replace those established trettsner that either physicians or the
medical community in general will accept and uélzur devices or any other medical products thatnag develop. For example, we cannot
be certain that the medical community will accé NeuraGen(TM) Nerve Guide over conventional nsigrgical techniques for connecting
severed peripheral nerves.

In addition, our future success depends, in pargwr ability to develop additional products. Evewe determine that a product candidate
medical benefits, the cost of commercializing {atduct candidate may be too high to justify depaient. Competitors may develop
products that are more effective, cost less, oready for commercial introduction before our pretsuFor example, our sales of shunt
products could decline if neurosurgeons increasi tftse of programmable valves and we fail to ithiae a competitive product, or our sales
of certain catheters may be adversely affectedhbydcent introduction by other companies of catisehat contain anti-microbial agents
intended to reduce the incidence of infection dftgylantation. If we are unable to develop addiibcommercially viable products, our futt
prospects could be adversely affected.

Market acceptance of our products depends on natgrk, including our ability to convince prospeetcollaborators and customers that our
technology is an attractive alternative to othehtmlogies, to manufacture products in sufficiamrmfities and at acceptable costs, and to
supply and service sufficient quantities of ourdarets directly or through our distribution alliascén addition, limited funding available for
product and technology acquisitions by our custames well as internal obstacles to customer apfs@f purchases of our products, could
harm acceptance of our products. The industrybgestito rapid and continuous change arising framong other things, consolidation and
technological improvements. One or more of thestofa may vary unpredictably, which could mateyialtiversely affect our competitive
position. We may not be able to adjust our contetepl plan of development to meet changing marketades.

Our Intellectual Property Rights May Not Provide anengful Commercial Protection For Our Products,iaitCould Enable Third Parties -
Use Our Technology Or Very Similar Technology Anoull Reduce Our Ability To Compete In The Market.

Our ability to compete effectively depends in part,our ability to maintain the proprietary natofeour technologies and manufacturing
processes, which includes the ability to obtaintguet and enforce patents on our technology ampddi®ct our trade secrets. We own or have
licensed patents that cover certain aspects of rmhayr product lines. However, you should not r@fyour patents to provide us with any
significant competitive advantage. Others may emgle our patents and, as a result, our patentd beuharrowed, invalidated or rendered
unenforceable. Competitors may develop productgasino ours that our patents do not cover. In tiddj our current and future patent
applications may not result in the issuance ofrgatan the United States or foreign countries. Iremtthere is a substantial backlog of patent
applications at the U.S. Patent and Trademark &ffiad the approval or rejection of patent appboatmay take several years.
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Our Competitive Position Depends, In Part, Upon &tepted Trade Secrets Which We May Be Unable TtePto

Our competitive position also depends upon unpatetiade secrets. Trade secrets are difficultatept. We cannot assure you that others
will not independently develop substantially eqléve proprietary information and techniques or othise gain access to our trade secrets,
that our trade secrets will not be disclosed, at e can effectively protect our rights to unp&drirade secrets.

In an effort to protect our trade secrets, we Fapelicy of requiring our employees, consultants advisors to execute proprietary
information and invention assignment agreements woonmencement of employment or consulting relatigrs with us. These agreements
provide that, except in specified circumstancds;aifidential information developed or made knowrihe individual during the course of
their relationship with us must be kept confideniile cannot assure you, however, that these agnetsnwill provide meaningful protection
for our trade secrets or other proprietary infoioratn the event of the unauthorized use or disole®f confidential information.

Our Success Will Depend Partly On Our Ability Toedgte Without Infringing Or Misappropriating TheoPrietary Rights Of Others.

We may be sued for infringing the intellectual pedy rights of others. In addition, we may finchécessary, if threatened, to initiate a law
seeking a declaration from a court that we do mivinige the proprietary rights of others or thatithrights are invalid or unenforceable. If we
do not prevail in any litigation, in addition toyadamages we might have to pay, we would be redqu@restop the infringing activity or obtain

a license. Any required license may be unavaileblgs on acceptable terms, or at all. In addittmme licenses may be nonexclusive, and
allow our competitors to access the same technoklaglicense. If we fail to obtain a required licer® are unable to design our product so as
not to infringe on the proprietary rights of othes® may be unable to sell some of our products;hwvbould have a material adverse effec
our revenues and profitability.

It May Be Difficult To Replace Some Of Our Supplies.

Outside vendors, some of whom are sole-source isnppbrovide key components and raw materials us#fte manufacture of our products.
Although we believe that alternative sources fonynef these components and raw materials are @lajlany supply interruption in a limit
or sole source component or raw material could hasmability to manufacture our products until awsource of supply is identified and
qualified. In addition, an uncorrected defect qugier's variation in a component or raw mategiher unknown to us or incompatible with
our manufacturing process, could harm our abibtymanufacture products. We may not be able todisdfficient alternative supplier in a
reasonable time period, or on commercially reasleniaioms, if at all, and our ability to produce aupply our products could be impaired.
We believe that these factors are most likely fectfthe following products that we manufacture:

- our collagen-based products, such as INTEGRA(&nial Regeneration Template, DuraGen(R) and DurdBe(TM) Dural Graft Matrix
products, and our Absorbable Collagen Sponges;

- our products made from silicone, such as ourgmugical shunts and drainage systems and hemodysamnts; and

- products which use many different electronic p&dm numerous suppliers, such as our Camino(BVamtrix(R)lines of intracranial
pressure monitors and catheters.
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While we are not dependent on sole-source suppifes® were suddenly unable to purchase produots one or more of these companies,
we could need a significant period of time to dfyadi replacement, and the production of any afftgi@ducts could be disrupted. While it is
our policy to maintain sufficient inventory of commpents so that our production will not be signifita disrupted even if a particular
component or material is not available for a pedbtime, we remain at risk that we will not beald qualify new components or materials
quickly enough to prevent a disruption if one omrenof our suppliers ceases production of importantponents or materials.

If Any Of Our Manufacturing Facilities Were Damagdd/Or Our Manufacturing Or Business Processesriapted, We Could Experience
Lost Revenues And Our Business Could Be Serioualyrted.

We manufacture our products in a limited numbefaoilities. Damage to our manufacturing, develophwrresearch facilities due to fire,
natural disaster, power loss, communications fajlunauthorized entry or other events could casde uease development and
manufacturing of some or all of our products. Intigalar, our San Diego, California facility thatamufactures our Camino(R) and Ventrix(R)
product line is as susceptible to earthquake danvaitgfire damage, and power losses from electrstadrtages as are other businesses in the
Southern California area. Our silicone manufactuptant in Anasco, Puerto Rico is vulnerable tarisane damage. Although we maintain
property damage and business interruption insuraoeerage on these facilities, we may not be abteriew or obtain such insurance in the
future on acceptable terms with adequate coveragereasonable costs.

In addition, we are implementing an enterprise ues® system for use in all of our facilities. Thistem will replace several systems on
which we now rely. We are also planning to outsewrar product distribution function. A delay or etlproblem in our implementation
schedule for either of these initiatives could haveaterial adverse effect on our operations.

We May Be Involved In Lawsuits To Protect Or Enfa@ur Intellectual Property Rights, Which May BepErsive.

To protect or enforce our intellectual propertyhtgy we may have to initiate legal proceedingsragjahird parties, such as infringement suits
or interference proceedings. Intellectual propétityation is costly, and, even if we prevail, tbest of that litigation could affect our
profitability. In addition, litigation is time comsning and could divert management attention anduregs away from our business. We may
also provoke these third parties to assert clagjainat us.

We Are Exposed To A Variety Of Risks Relating Torternational Sales And Operations, Includingdiiations In Exchange Rates, Lo
Economic Conditions, And Delays In Collection Ofédeints Receivable.

We generate significant revenues outside the UrStates in euros, British pounds and in U.S. dallemominated transactions conducted
customers who generate revenue in currencies thitherthe U.S. dollar. For those foreign customérs purchase our products in U.S.
dollars, currency fluctuations between the U.Sladl@nd the currencies in which those custometsusdiness may have an impact on the
demand for our products in foreign countries whbkeeU.S. dollar has increased in value compardkedocal currency.

Because we have operations based in Europe anénegaje revenues and incur operating expensesads and British pounds, we
experience currency exchange risk with respedided foreign currency-denominated revenues andchegpe
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In 2003 and early 2004, the cost of products weufantured in our European facilities or purchasefbreign currencies exceeded our
foreign currency-denominated revenues. We expé&irttbalance to continue. We currently do not heolgreexposure to foreign currency
risk. Accordingly, a further weakening of the doltayainst the euro and British pound could neghbtiaffect future gross margins and
operating margins.

Currently, we do not use derivative financial ingtents to manage foreign currency risk. As themawf our business transacted in foreign
currencies increases, we will continue to assespadtential effects that changes in foreign cutyemachange rates could have on our
business. If we believe that this potential impaesents a significant risk to our business, we arggr into derivative financial instruments
to mitigate this risk.

In general, we cannot predict the consolidatedceffef exchange rate fluctuations upon our futyrerating results because of the number of
currencies involved, the variability of currencypesure and the potential volatility of currency lexcge rates.

Our sales to foreign markets may be affected bglleconomic conditions, regulatory or political s@erations, the effectiveness of our sales
representatives and distributors, local competjteord changes in local medical practice. RelatignssWith customers and effective terms of
sale frequently vary by country, often with longerm receivables than are typical in the UnitedeSta

Changes In The Health Care Industry May Requird d®ecrease The Selling Price For Our Products €luRe The Size Of The Market
For Our Products, Either Of Which Could Have A Niagalmpact On Our Financial Performance.

Trends toward managed care, health care cost coméait, and other changes in government and praettor initiatives in the United States
and other countries in which we do business argdaincreased emphasis on the delivery of moreeffisctive medical therapies that could
adversely affect the sale and/or the prices ofppoducts. For example:

[X| major thirdparty payors of hospital services, including MedicdMedicaid and private health care insurers, salstantially revised the
payment methodologies, which has resulted in stristandards for reimbursement of hospital chafi@esertain medical procedures; |X|
Medicare, Medicaid and private health care insomtbacks could create downward price pressure opraducts; |X| numerous legislative
proposals have been considered that would resuotgjor reforms in the U.S. health care systemabatd have an adverse effect on our
business; |X| there has been a consolidation ameaigh care facilities and purchasers of medicaicds in the United States who prefer to
limit the number of suppliers from whom they puredanedical products, and these entities may décig®p purchasing our products or
demand discounts on our prices;

|X| we are party to contracts with group purchasirganizations that require us to discount ourgwrior certain of our products and limit our
ability to raise prices for certain of our prodygiarticularly surgical instruments;

|X] there is economic pressure to contain health casts in international markets;

|X| there are proposed and existing laws, regudatand industry policies in domestic and intermationarkets regulating the sales and
marketing practices and the pricing and profitapitif companies in the health care industry; and

[X| there have been initiatives by third-party payto challenge the prices charged for medical ypetsithat could affect our ability to sell
products on a competitive basis.
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Both the pressures to reduce prices for our prednatesponse to these trends and the decredse sive of the market as a result of these
trends could adversely affect our levels of reveramd profitability of sales.

Regulatory Oversight Of The Medical Device Indusitight Affect The Manner In Which We May Sell MedidDevices

There are laws and regulations that regulate thenmby which companies in the health care industty market their products to health care
professionals and may compete by discounting tleegof their products. Although we exercise carstiucturing our sales and marketing
practices and customer discount arrangements tplgomith those laws and regulations, we cannoti@sgau that:

|X] government officials charged with responsibifitr enforcing those laws will not assert that eales and marketing practices or customer
discount arrangements are in violation of thoseslawregulations; or |X| government regulatorsaarts will interpret those laws or
regulations in a manner consistent with our intetigiion.

In January 2004, ADVAMED, the principal U.S. traalesociation for the medical device industry, pytlace a model "code of conduct” that
sets forth standards by which its members shouliedh the promotion of their products. In additieve have in place policies and
procedures for compliance that we believe areagt las stringent as those set forth in the ADVAME®e, and we provide routine training
to our sales and marketing personnel on our pgliggarding sales and marketing practices. Nevedbewe believe that the sales and
marketing practices of our industry will be subjexincreased scrutiny from government agencies.

Our Private Label Business Depends Significantlykeg Relationships With Third Parties, Which We Mg Unable To Establish And
Maintain.

Our private label business depends in part on ot@rig into and maintaining collaborative or ali@ agreements with third parties
concerning product marketing, as well as reseandndavelopment programs. Our most important aléae@ur agreement with the Wyeth
BioPharma division of Wyeth for the developmentolflagen matrices to be used in conjunction withéiliyBioPharma's recombinant bone
protein, a protein that stimulates the growth afido humans. Termination of any of our alliancesild require us to develop other means to
distribute the affected products and could advgra#ect our expectations for the growth of privistiel products.

We May Have Significant Product Liability Exposukad Our Insurance May Not Cover All Potential Claim

We are exposed to product liability and other ckimthe event that our technologies or produasalieged to have caused harm. We may
not be able to obtain insurance for the potenidiility on acceptable terms with adequate covemg reasonable costs. Any potential
product liability claims could exceed the amounbof insurance coverage or may be excluded frorereme under the terms of the policy.
Our insurance may not be renewed at a cost antidéeeverage comparable to that then in effect.

We Are Subject To Other Regulatory Requirementstiteg] To Occupational Health And Safety And The Qdédazardous Substances
Which May Impose Significant Compliance Costs On Us
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We are subject to regulation under federal an@ $sats regarding occupational health and safebpritory practices, and the use, handling
and disposal of toxic or hazardous substancesré&3earch, development and manufacturing processelvé the controlled use of certain
hazardous materials. Although we believe that afetg procedures for handling and disposing ofeéhmoaterials comply with the standards
prescribed by the applicable laws and regulatithvesrisk of accidental contamination or injury frénese materials cannot be eliminated. In
the event of such an accident, we could be helbdelifor any damages that result and any relatéditiacould exceed the limits or fall outsi
the coverage of our insurance and could exceedesources. We may not be able to maintain insuran@eceptable terms or at all. We may
incur significant costs to comply with environmdngavs and regulations in the future. We may alssbbject to other present and possible
future local, state, federal and foreign regulation

The Loss Of Key Personnel Could Harm Our Business.

We believe our success depends on the contributibasiumber of our key personnel, including StlrEssig, our President and Chief
Executive Officer. If we lose the services of keyrgpnnel, those losses could materially harm osiness. We maintain key person life
insurance on Mr. Essig.

FORWARD-LOOKING STATEMENTS

We have made statements in this report, includiagsents under "Management's Discussion and Asal§$-inancial Condition and
Results of Operations" which constitute forwardkiog statements within the meaning of Section 27#e Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 193wse forward-looking statements are subjectrtoraber of risks, uncertainties and
assumptions about the Company, including thoseritbescunder "Factors that May Affect Our FuturefBenance" in the Company's Annual
Report on Form 10-K for the year ended DecembePBQ3 filed with the Securities and Exchange Corsiaisand those set forth under the
heading "Factors That May Affect our Future Perfanee" in this report. In light of these risks amatertainties, the forward-looking events
and circumstances discussed in this report mapemir and actual results could differ materiallynfrthose anticipated or implied in the
forward-looking statements.

You can identify these forward-looking statementgdrward-looking words such as "believe," "maygbuld,” "will," "estimate," "continue,"

"anticipate,” "intend," "seek," "plan," "expectshould,"” "would" and similar expressions in thipa#.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We are exposed to various market risks, includimanges in foreign currency exchange rates andestteates that could adversely impact
results of operations and financial condition. Tanage the volatility relating to these typical Imgsis exposures, we may enter into various
derivative transactions when appropriate. We dchotit or issue derivative instruments for tradimgther speculative purposes.

Foreign Currency Exchange Rate Risk

A discussion of foreign currency exchange risksrisvided under the caption "International Produetv@&ues and Operations" under
"Management's Discussion and Analysis of Finarn€@idition and Results of Operations".

Interest Rate Risk - Marketable Securities

We are exposed to the risk of interest rate fluadua on the fair value and interest income eaoredur cash and cash equivalents and
investments in available-for-sale marketable debtisties. A hypothetical 100 basis point moveniennterest rates applicable to our cash
and cash equivalents and investments in markettfiesecurities outstanding at June 30, 2004 wioglgase or decrease interest income by
approximately $1.9 million on an annual basis. WWeret subject to material foreign currency exclearigk with respect to these investme

Interest Rate Risk - Long Term Debt and Related Hegding Instruments

We are exposed to the risk of interest rate flugtna on the net interest received or paid undetéhms of an interest rate swap. At June 30,
2004, we had outstanding a $50.0 million notiomabant interest rate swap used to hedge the riskarfiges in fair value attributable to
interest rate risk with respect to a portion of 820.0 million principal amount fixed rate 2 1/2%ntingent convertible subordinated notes
due March 2008.

Our interest rate swap agreement qualifies ag adtie hedge under SFAS No. 133, as amended, Ut for Derivative Instruments and
Hedging Activities". At June 30, 2004, the net faitue of the interest rate swap approximated 8#liion and is included in other liabilities.
The net fair value of the interest rate swap regessthe estimated receipts or payments that waeilthade to terminate the agreement. A
hypothetical 100 basis point movement in interatts applicable to the interest rate swap wouldease or decrease interest expense by
approximately $500,000 on an annual basis.

ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresdtetlesigned to ensure that information requivdsktdisclosed in our Exchange Act
reports is recorded, processed, summarized andteelpwithin the time periods specified in the Sé&@s and Exchange Commission's rules
and forms and that such information is accumulateticommunicated to our management, including digf@&Executive Officer and Senior
Vice President, Finance and Treasurer, as apptept@allow for timely decisions regarding reqdidisclosure. In designing and evaluating
the disclosure controls and procedures, managemengnizes that any controls and procedures, ntentatw well designed and operated,
can provide only reasonable assurance of achigkimdesired control objectives, and managemesetjgired to apply its judgment in
evaluating the cost-benefit relationship of possitntrols and procedures.
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As required by SEC Rule 13a-15(b), we have cawoigdan evaluation, under the supervision and wi¢hparticipation of our management,
including our Chief Executive Officer and Seniocc¥iPresident, Finance and Treasurer, of the effgatiss of the design and operation of
disclosure controls and procedures as of the ettloeafuarter covered by this report. Based ondhegbing, our Chief Executive Officer and
Senior Vice President, Finance and Treasurer cdedithat our disclosure controls and procedures ef#ective at the reasonable assurance
level.

During the second quarter of 2004, the Companylsagrement notified the Company's Audit Committee RridewaterhouseCoopers, LLP,
the Company's independent auditors, that they dewtified a significant deficiency regarding thenGany's internal controls over financial
reporting. The significant deficiency, which wag nonsidered a material weakness, related to tkeenal controls associated with cut-off for
inter-plant inventory transfers between two specific Camplocations. The internal controls did not adéejyaensure that inventory receiv
at one of the Company's distribution facilities welseved from an in-transit inventory account otnaely basis when the items were entered
into the detailed inventory subsidiary ledger aecbrded in an on-hand inventory account. The Compasdified the internal control
procedures for these inter-plant transfers ancadlded an additional layer of review to the cutgficedures. The Company believes that
these actions adequately address the significditieley.

No other changes in the Company's internal contreds financial reporting (as defined in Rules-15(f) and 15d-15(f) under the Exchange
Act) occurred during the second quarter ended 30n2004, that has materially affected, or is reabty likely to materially affect, the
Company's internal control over financial reporting
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PART Il. OTHER INFORMATION
ITEM 4. SUBMISSION OF MATTTERS TO A VOTE OF SECURIT Y HOLDERS

The Company's Annual Meeting of Stockholders wadg be May 17, 2004 and in connection therewith, aggment solicited proxies
pursuant to Regulation 14A under the SecuritiehBrge Act of 1934, as amended. An aggregate 0823126 shares of the Company's
common stock was outstanding and entitled to a abthe meeting. At the meeting the following miat@ot including ordinary procedural
matters) were submitted to a vote of the holdeth®fcommon stock, with the results indicated below

1. Election of directors to serve until the 2005n8ial Meeting. The following persons, all of whomrevserving as directors and were
management's nominees for election, were electaeteTwas no solicitation in opposition to such noees. The tabulation of votes was as
follows:

Nominee For Withhe Id

David C. Auth 22,119,627 1,164, 829
Keith Bradley 22,119,627 1,164, 829
Richard E. Caruso 18,847,589 4,436, 867
Stuart M. Essig 22,119,627 1,164, 829
Neal Moszkowski 22,119,627 1,164, 829
James M. Sullivan 22,119,627 1,164, 829

2. Approval of Amendment to the Company's 1998 Eiygeé Stock Purchase Plan. The Amendment to the Gaygp1998 Employee Stock
Purchase Plan was approved. The tabulation of vedssas follows:

For Against Abstentions

22,149,793 1,119,383 15,280

3. Ratification of independent auditors. The appoant of PricewaterhouseCoopers LLP as the Compamyependent auditors for the
current fiscal year was ratified. The tabulatiorvofes was as follows:

For Against Abstentions

23,161,243 116,414 6,799

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(@) Exhibits

31.1 Certification of Principal Executive Offic er pursuant to Section 302
of the Sarbanes-Oxley Act of 2002

31.2 Certification of Principal Financial Offic er pursuant to Section 302
of the Sarbanes-Oxley Act of 2002

32.1 Certification of Principal Executive Offi cer and Principal
Financial Officer Pursuant to 18 U.S.C. S ection 1350, as created
by Section 906 of the Sarbanes-Oxley Act o f 2002
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(b) Reports on Form 8-K
On April 27, 2004 we filed a Report on Form 8-K enitems 7 and 12 regarding our earnings for treetguended March 31, 2004.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

INTEGRA LIFESCIENCES HOLDINGS CORPORATION

Date: August 9, 2004 /s/ Stuart M Essig

Stuart M Essig
Presi dent and Chief Executive Oficer

Date: August 9, 2004 /sl David B. Holtz

David B. Holtz
Seni or Vice President,
Fi nance and Treasurer
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EXHIBIT 31.1

Certification of Principal Executive Officer Pursudo Section 302 of the Sarbanes-Oxley Act of 2002
[, Stuart M. Essig, certify that:

1. I have reviewed this quarterly report on FormrQ 0f Integra LifeSciences Holdings Corporation;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)}Heregistrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedortes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtis quarterly report is being prepared;

b) evaluated the effectiveness of the registraigdosure controls and procedures and presentiaisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

¢) disclosed in this report any change in the teaig's internal control over financial reportitngt occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madlyeaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit committieregistrant's board of directors (or personméopming the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registesaability to record, process, summarize and rtefpwaincial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal
control over financial reporting.

Dat e: August 9, 2004

/sl Stuart M Essig

Stuart M Essig
Chi ef Executive Oficer
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EXHIBIT 31.2

Certification of Principal Financial Officer Pursitdo Section 302 of the Sarbanes-Oxley Act of 2002
I, David B. Holtz, certify that:

1. I have reviewed this quarterly report on FormrQ0f Integra LifeSciences Holdings Corporation;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-15(e) and 15d-15(e)}Heregistrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedortes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtis quarterly report is being prepared;

b) evaluated the effectiveness of the registraigdosure controls and procedures and presentiaisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

¢) disclosed in this report any change in the teaig's internal control over financial reportitngt occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madlyeaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit committieregistrant's board of directors (or personméopming the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registesaability to record, process, summarize and rtefpwaincial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal
control over financial reporting.

Dat e: August 9, 2004

/sl David B. Holtz

David B. Holtz
Seni or Vice President,
Fi nance and Treasurer
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Exhibit 32.1

Certification of Principal Executive Officer Pursudo Section 906 of the
Sarbanes-Oxley Act of 2002

I, Stuart M. Essig, Chief Executive Officer of Igta LifeSciences Holdings Corporation (the "Compganyereby certify that, to my
knowledge:

1. The Quarterly Report on Form 10-Q of the Companyhe period ending June 30, 2004 (the "Repdulty complies with the requirement
of Section 13(a) or Section 15(d), as applicabi¢he Securities Exchange Act of 1934, as amended;

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

Date: August 9, 2004

By: /sl Stuart M Essig

Stuart M Essig
Chi ef Executive O ficer

Certification of Principal Financial Officer Pursudo Section 906 of the
Sarbanes -Oxley Act of 2002

I, David B. Holtz, Senior Vice President, Financel dreasurer of Integra LifeSciences Holdings Coapon (the "Company"), hereby certify
that, to my knowledge:

1. The Quarterly Report on Form 10-Q of the Companyhe period ending June 30, 2004 (the "Repdutty complies with the requirement
of Section 13(a) or Section 15(d), as applicabi¢he Securities Exchange Act of 1934, as amenaied;

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

Dat e: August 9, 2004

By: /sl David B. Holtz

David B. Holtz
Sr. Vice President,
Fi nance and Treasurer
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