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requirements for the past 90 days. Yes ☒ No ☐
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an
emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company” and “emerging growth company”
in Rule 12b-2 of the Exchange Act.
Large Accelerated Filer

☒

Accelerated Filer

☐

Non-accelerated Filer

☐

Smaller Reporting Company

☐

Emerging Growth Company

☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act) Yes ☐ No ☒
The number of shares of common stock outstanding at July 12, 2019 was 717,367,599.
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DANAHER CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS
($ and shares in millions, except per share amount)
(unaudited)
June 28, 2019

ASSETS
Current assets:
Cash and equivalents
Trade accounts receivable, net
Inventories:
Finished goods
Work in process
Raw materials

$

5,433.6
3,481.6

Total inventories
Prepaid expenses and other current assets
Total current assets
Property, plant and equipment, net of accumulated depreciation of $2,999.2 and $2,828.3, respectively
Other long-term assets
Goodwill
Other intangible assets, net

December 31, 2018

$

787.8
3,489.6

1,099.2
332.4
624.3

1,031.2
313.9
565.0

2,055.9
632.6

1,910.1
906.3

11,603.7
2,541.6
1,678.1
26,074.5
11,424.1

7,093.8
2,511.2
648.4
25,906.0
11,673.1

Total assets

$

53,322.0

$

47,832.5

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Notes payable and current portion of long-term debt
Trade accounts payable
Accrued expenses and other liabilities

$

153.7
1,664.1
3,190.2

$

51.8
1,712.8
3,076.9

Total current liabilities
Other long-term liabilities
Long-term debt
Stockholders’ equity:
Preferred stock, without par value, 15.0 million shares authorized; 1.65 million shares of 4.75% Mandatory
Convertible Preferred Stock, Series A, issued and outstanding at June 28, 2019; no shares issued or outstanding
at December 31, 2018
Common stock - $0.01 par value, 2.0 billion shares authorized; 834.0 million issued and 717.3 million
outstanding at June 28, 2019; 817.9 million issued and 701.5 million outstanding at December 31, 2018
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income (loss)

5,008.0
5,956.4
10,144.4

4,841.5
5,075.8
9,688.5

1,599.6

—

8.3
7,482.6
25,955.0
(2,844.3)

8.2
5,834.3
25,163.0
(2,791.1)

Total Danaher stockholders’ equity
Noncontrolling interests

32,201.2
12.0

28,214.4
12.3

Total stockholders’ equity

32,213.2
$

Total liabilities and stockholders’ equity

53,322.0

28,226.7
$

47,832.5

See the accompanying Notes to the Consolidated Condensed Financial Statements.
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DANAHER CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF EARNINGS
($ and shares in millions, except per share amounts)
(unaudited)
Three-Month Period Ended
June 28, 2019

Sales
Cost of sales

$

5,156.6
(2,279.2)

Gross profit
Operating costs:
Selling, general and administrative expenses
Research and development expenses
Operating profit
Nonoperating income (expense):
Other income, net
Interest expense
Interest income
Earnings before income taxes
Income taxes
Net earnings
Mandatory convertible preferred stock dividends
Net earnings attributable to common stockholders
Net earnings per common share:
Basic
Diluted
Average common stock and common equivalent shares outstanding:
Basic
Diluted

Six-Month Period Ended

June 29, 2018

$

4,981.0
(2,163.9)

June 28, 2019

$

10,036.5
(4,441.1)

June 29, 2018

$

9,676.4
(4,215.7)

2,877.4

2,817.1

5,595.4

5,460.7

(1,671.8)
(321.8)

(1,637.9)
(311.7)

(3,355.2)
(632.6)

(3,239.8)
(610.4)

1,607.6

1,610.5

883.8

867.5

6.3
(20.6)
26.2

8.3
(43.2)
2.5

11.5
(43.9)
41.9

16.1
(82.3)
3.9

895.7
(164.4)

835.1
(161.3)

1,617.1
(552.0)

1,548.2
(307.8)

731.3
(22.7)

673.8
—

1,065.1
(29.2)

1,240.4
—

$

708.6

$

673.8

$

1,035.9

$

1,240.4

$
$

0.99
0.97

$
$

0.96
0.95

$
$

1.45
1.43

$
$

1.77
1.75

717.6
727.9

700.2
709.5

712.6
723.2

699.4
709.5

See the accompanying Notes to the Consolidated Condensed Financial Statements.
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DANAHER CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME
($ in millions)
(unaudited)
Three-Month Period Ended
June 28, 2019

Net earnings
$
Other comprehensive income (loss), net of income taxes:
Foreign currency translation adjustments
Pension and postretirement plan benefit adjustments
Unrealized gain (loss) on available-for-sale securities adjustments
Cash flow hedge adjustments

731.3

683.1

673.8

June 28, 2019

$

1,065.1

(641.1)
6.7
(0.1)
—

(48.2)
$

Comprehensive income

June 29, 2018

$

(46.5)
4.6
0.5
(6.8)

Total other comprehensive income (loss), net of income taxes

Six-Month Period Ended

(57.3)
10.0
0.9
(6.8)

(634.5)
$

39.3

June 29, 2018

$

(347.0)
13.8
(0.6)
—

(53.2)
$

1,011.9

1,240.4

(333.8)
$

906.6

See the accompanying Notes to the Consolidated Condensed Financial Statements.
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DANAHER CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF STOCKHOLDERS’ EQUITY
($ in millions)
(unaudited)
Three-Month Period Ended
June 28, 2019

Six-Month Period Ended

June 29, 2018

June 28, 2019

June 29, 2018

Preferred stock
Balance, beginning of period
Issuance of Mandatory Convertible Preferred Stock

$

1,599.6
—

$

—
—

$

—
1,599.6

$

—
—

Balance, end of period

$

1,599.6

$

—

$

1,599.6

$

—

$

8.3
—
—

$

8.1
0.1
—

$

8.2
—
0.1

$

8.1
0.1
—

$

8.3

$

8.2

$

8.3

$

8.2

$

7,376.3
93.5
—

$

5,611.1
66.9
23.9

$

5,834.3
175.6
—

$

5,538.2
127.9
23.9

Common stock
Balance, beginning of period
Common stock-based award activity
Issuance of common stock
Balance, end of period
Additional paid-in capital
Balance, beginning of period
Common stock-based award activity
Common stock issued in connection with acquisitions
Common stock issued in connection with LYONs’ conversions,
including tax benefit of $3.5, $1.1, $8.2 and $4.2, respectively
Issuance of common stock
Balance, end of period

12.8
—

4.2
—

29.6
1,443.1

16.1
—

$

7,482.6

$

5,706.1

$

7,482.6

$

5,706.1

$

25,368.5
—
731.3
(122.1)
(22.7)

$

23,415.4
—
673.8
(112.0)
—

$

25,163.0
—
1,065.1
(243.9)
(29.2)

$

22,806.1
154.5
1,240.4
(223.8)
—

$

25,955.0

$

23,977.2

$

25,955.0

$

23,977.2

$

(2,796.1)
—
(48.2)

$

(1,844.7)
—
(634.5)

$

(2,791.1)
—
(53.2)

$

(1,994.2)
(151.2)
(333.8)

Balance, end of period

$

(2,844.3)

$

(2,479.2)

$

(2,844.3)

$

(2,479.2)

Noncontrolling interests
Balance, beginning of period
Change in noncontrolling interests

$

12.1
(0.1)

$

11.9
0.2

$

12.3
(0.3)

$

9.6
2.5

Balance, end of period

$

12.0

$

12.1

$

12.0

$

12.1

Total stockholders’ equity, end of period

$

32,213.2

$

27,224.4

$

32,213.2

$

27,224.4

Retained earnings
Balance, beginning of period
Adoption of accounting standards
Net earnings
Dividends declared
Mandatory Convertible Preferred Stock cumulative dividends
Balance, end of period
Accumulated other comprehensive income (loss)
Balance, beginning of period
Adoption of accounting standards
Other comprehensive income (loss)

See the accompanying Notes to the Consolidated Condensed Financial Statements.
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DANAHER CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
($ in millions)
(unaudited)
Six-Month Period Ended
June 28, 2019

Cash flows from operating activities:
Net earnings
Noncash items:
Depreciation
Amortization
Stock-based compensation expense
Change in trade accounts receivable, net
Change in inventories
Change in trade accounts payable
Change in prepaid expenses and other assets
Change in accrued expenses and other liabilities

$

1,065.1

June 29, 2018

$

300.5
358.7
85.4
7.4
(171.5)
(47.0)
211.9
64.3

Net operating cash provided by operating activities

1,240.4
302.0
353.4
73.4
159.6
(197.1)
87.0
186.2
(340.0)

1,874.8

1,864.9

Cash flows from investing activities:
Cash paid for acquisitions
Payments for additions to property, plant and equipment
Proceeds from sales of property, plant and equipment
Payments for purchases of investments
Proceeds from sale of investments
All other investing activities

(326.6)
(336.5)
12.1
(92.3)
—
15.9

(2,067.8)
(291.7)
1.4
—
22.1
(29.3)

Net operating cash used in investing activities

(727.4)

(2,365.3)

Cash flows from financing activities:
Proceeds from the issuance of common stock in connection with stock-based compensation
Proceeds from the public offering of common stock, net of issuance costs
Proceeds from the public offering of preferred stock, net of issuance costs
Payment of dividends
Net proceeds from borrowings (maturities of 90 days or less)
Net repayments of borrowings (maturities longer than 90 days)
All other financing activities

83.0
1,443.2
1,599.6
(233.9)
599.6
(3.9)
(4.8)

49.7
—
—
(209.3)
1,030.1
(3.9)
(16.2)

Net operating cash provided by financing activities

3,482.8

850.4

Effect of exchange rate changes on cash and equivalents

15.6

Net change in cash and equivalents
Beginning balance of cash and equivalents

(76.3)

4,645.8
787.8

273.7
630.3

Ending balance of cash and equivalents

$

5,433.6

$

904.0

Supplemental disclosures:
Cash interest payments
Cash income tax payments

$

49.2
196.1

$

65.4
310.4

See the accompanying Notes to the Consolidated Condensed Financial Statements.
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DANAHER CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(unaudited)
NOTE 1. GENERAL
The Consolidated Condensed Financial Statements included herein have been prepared by Danaher Corporation (“Danaher” or the “Company”) without
audit, pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”). In this quarterly report, the terms “Danaher” or the
“Company” refer to Danaher Corporation, Danaher Corporation and its consolidated subsidiaries or the consolidated subsidiaries of Danaher Corporation, as
the context requires. Certain information and footnote disclosures normally included in financial statements prepared in accordance with accounting
principles generally accepted in the United States (“U.S. GAAP”) have been condensed or omitted pursuant to SEC rules and regulations; however, the
Company believes that the disclosures are adequate to make the information presented not misleading. The Consolidated Condensed Financial Statements
included herein should be read in conjunction with the financial statements as of and for the year ended December 31, 2018 and the Notes thereto included in
the Company’s 2018 Annual Report on Form 10-K filed on February 21, 2019 (the “2018 Annual Report” or “2018 Annual Report on Form 10-K”).
In the opinion of the Company, the accompanying financial statements contain all adjustments (consisting of only normal recurring accruals) necessary to
present fairly the financial position of the Company as of June 28, 2019 and December 31, 2018, its results of operations for the three and six-month periods
ended June 28, 2019 and June 29, 2018 and its cash flows for each of the six-month periods then ended.
Accounting Standards Recently Adopted
In February 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2016-02, Leases (Topic 842),
which requires lessees to recognize a right-of-use (“ROU”) asset and a lease liability for all leases with terms greater than 12 months and also requires
disclosures by lessees and lessors about the amount, timing and uncertainty of cash flows arising from leases. The accounting applied by a lessor is largely
unchanged from that applied under the prior standard. Subsequent to the issuance of Topic 842, the FASB clarified the guidance through several ASUs;
hereinafter the collection of lease guidance is referred to as “ASC 842”.
On January 1, 2019, the Company adopted ASC 842 using the modified retrospective method for all lease arrangements at the beginning of the period of
adoption. Results for reporting periods beginning January 1, 2019 are presented under ASC 842, while prior period amounts were not adjusted and continue
to be reported in accordance with the Company’s historic accounting under ASC 840, Leases (“ASC 840”). The standard had a material impact on the
Company’s Consolidated Condensed Balance Sheet but did not have a significant impact on the Company’s consolidated net earnings and cash flows. The
most significant impact was the recognition of ROU assets and lease liabilities for operating leases, while the accounting for finance leases remained
substantially unchanged. For leases that commenced before the effective date of ASC 842, the Company elected the permitted practical expedients to not
reassess the following: (i) whether any expired or existing contracts contain leases; (ii) the lease classification for any expired or existing leases; and (iii)
initial direct costs for any existing leases. The Company also elected to include leases with a term of 12 months or less in the recognized ROU assets and
lease liabilities.
As a result of the cumulative impact of adopting ASC 842, the Company recorded operating lease ROU assets of $971 million and operating lease liabilities
of $1,012 million as of January 1, 2019, primarily related to real estate and automobile leases, based on the present value of the future lease payments on the
date of adoption. Refer to Note 5 for the additional disclosures required by ASC 842.
The Company determines if an arrangement is a lease at inception. For leases where the Company is the lessee, ROU assets represent the Company’s right to
use an underlying asset for the lease term and lease liabilities represent an obligation to make lease payments arising from the lease. ROU assets and lease
liabilities are recognized at the lease commencement date based on the present value of lease payments over the lease term. As most of the Company’s leases
do not provide an implicit interest rate, the Company uses its incremental borrowing rate based on the information available at commencement date in
determining the present value of lease payments. The ROU asset also consists of any prepaid lease payments, lease incentives received, costs which will be
incurred in exiting a lease and the amount of any asset or liability recognized on business combinations relating to favorable or unfavorable lease terms. The
lease terms used to calculate the ROU asset and related lease liability include options to extend or terminate the lease when it is reasonably certain that the
Company will exercise that option. Lease expense for operating leases is recognized on a straight-line basis over the lease term as an operating expense while
the expense for finance leases is recognized as depreciation expense and interest expense using the accelerated interest method of recognition. The Company
has lease agreements which require payments for lease and non-lease components and has elected to account for these as a single lease component.
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The Company leases Life Sciences, Diagnostics, and Environmental & Applied Solutions equipment to customers in both operating-type lease (“OTL”) and
sales-type lease (“STL”) arrangements. Equipment lease revenue for OTL agreements is recognized on a straight-line basis over the life of the lease, and the
costs of customer-leased equipment is recorded within property, plant and equipment, net in the accompanying Consolidated Condensed Balance Sheets and
depreciated over the equipment’s estimated useful life. Depreciation expense associated with the leased equipment under OTL arrangements is reflected in
cost of sales in the accompanying Consolidated Condensed Statements of Earnings. The OTLs are generally not cancellable until after an initial term and
may or may not require the customer to purchase a minimum number of consumables or tests throughout the contract term. Certain of the Company’s lease
contracts are customized for larger customers and often result in complex terms and conditions that typically require significant judgment in applying the
criteria used to evaluate whether the arrangement should be considered an OTL or an STL. An STL results in earlier recognition of equipment revenue as
compared to an OTL. Some of the Company’s leases include a purchase option for the customer to purchase the leased asset at the end of the lease
arrangement for a purchase price equal to the asset’s fair market value at the time of the purchase. The Company manages its risk on the unguaranteed
residual asset for leased equipment through the pricing and term of the leases. In certain geographies, equipment coming off OTL and STL arrangements after
the initial lease term may be leased to other customers or used for spare parts.
For lease arrangements with lease and non-lease components where the Company is the lessor, the Company allocates the contract’s transaction price to the
lease and non-lease components on a relative standalone selling price basis using the Company’s best estimate of the standalone selling price of each distinct
product or service in the contract. The primary method used to estimate standalone selling price is the price observed in standalone sales to customers;
however, when prices in standalone sales are not available the Company may use third-party pricing for similar products or services or estimate the
standalone selling price. Allocation of the transaction price is determined at the inception of the lease arrangement. The Company’s leases primarily consist
of leases with fixed lease payments. For those leases with variable lease payments, the variable lease payment is typically based upon use of the leased
equipment or the purchase of consumables used with the leased equipment.
In August 2017, the FASB issued ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for Hedging Activities,
which expands and refines hedge accounting for both financial and non-financial risk components, aligns the recognition and presentation of the effects of
hedging instruments and hedge items in the financial statements and includes certain targeted improvements to ease the application of current guidance
related to the assessment of hedge effectiveness. The ASU was effective for public entities for fiscal years beginning after December 15, 2018. In January
2019, the Company entered into approximately $1.9 billion of cross-currency swap derivative contracts to hedge its net investment in foreign operations
against adverse changes in the exchange rates between the U.S. dollar and the Danish kroner, Japanese yen, euro and Swiss franc. In June 2019, the Company
entered into interest rate swap agreements with a notional amount of $850 million which represents a portion of the amount of U.S. dollar-denominated bonds
(with terms ranging from 10 to 30 years) the Company anticipates issuing to finance a portion of the acquisition of the Biopharma Business of General
Electric Company (“GE”) Life Sciences (the “GE Biopharma Business” or “GE Biopharma”). These contracts effectively fix the interest rate for a portion of
the Company’s anticipated U.S. denominated debt issuance equal to the notional amount of the swaps to the rate specified in the interest rate swap
agreements. Refer to Note 9 for additional disclosures about the Company’s hedging activities.
Except for the above accounting policy for leases that was updated as a result of adopting ASC 842, there have been no changes to the Company’s significant
accounting policies described in the Annual Report on Form 10-K for the year ended December 31, 2018 that have a material impact on the Company’s
Consolidated Condensed Financial Statements and the related Notes.
Accounting Standards Not Yet Adopted
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments, which amends the impairment model by requiring entities to use a forward-looking approach based on expected losses rather than incurred
losses to estimate credit losses on certain types of financial instruments, including trade receivables. This may result in the earlier recognition of allowances
for losses. The ASU is effective for public entities for fiscal years beginning after December 15, 2019, with early adoption permitted. In November 2018, April
2019 and May 2019, the FASB issued ASU No. 2018-19, Codification Improvements to Topic 326, Financial Instruments-Credit Losses, ASU No. 2019-04,
Codification Improvements to Topic 326, Financial Instruments-Credit Losses, Topic 815, Derivatives and Hedging, and Topic 825, Financial Instruments
and ASU No. 2019-05, Financial Instruments-Credit Losses (Topic 326): Targeted Transition Relief which provided additional implementation guidance on
the previously issued ASU. Management has not yet completed its assessment of the impact of the new standard on the Company’s financial statements.
Currently, the Company believes that the most notable impact of this ASU will relate to its processes around the assessment of the adequacy of its allowance
for doubtful accounts on trade accounts receivable and the recognition of credit losses.
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In August 2018, the FASB issued ASU No. 2018-13, Fair Value Measurement (Topic 820), which modifies the disclosures on fair value measurements by
removing the requirement to disclose the amount and reasons for transfers between Level 1 and Level 2 of the fair value hierarchy and the policy for timing of
such transfers. The ASU expands the disclosure requirements for Level 3 fair value measurements, primarily focused on changes in unrealized gains and
losses included in other comprehensive income (loss). The ASU is effective for public entities for fiscal years beginning after December 15, 2019, with early
adoption permitted. Management has not yet completed its assessment of the impact of the new standard on the Company’s financial statements.
In August 2018, the FASB issued ASU No. 2018-14, Disclosure Framework—Changes to the Disclosure Requirements for Defined Benefit Plans, which
amends ASC 715, Compensation—Retirement Benefits, to add, remove, and clarify disclosure requirements related to defined benefit pension and other
postretirement plans. The ASU is effective for public entities for fiscal years beginning after December 15, 2020, with early adoption permitted. Management
has not yet completed its assessment of the impact of the new standard on the Company’s financial statements.
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Accumulated Other Comprehensive Income (Loss)—Accumulated other comprehensive income (loss) refers to certain gains and losses that under U.S. GAAP
are included in comprehensive income (loss) but are excluded from net earnings as these amounts are initially recorded as an adjustment to stockholders’
equity. The changes in accumulated other comprehensive income (loss) by component are summarized below ($ in millions). Foreign currency translation
adjustments generally relate to indefinite investments in non-U.S. subsidiaries, as well as the impact from the Company’s hedges of its net investment in
foreign operations, including the Company’s cross-currency swap derivatives, net of any tax impacts.
Pension &
Postretirement
Plan Benefit
Adjustments

Foreign Currency
Translation
Adjustments

For the Three-Month Period Ended June 28, 2019:
Balance, March 29, 2019
$
Other comprehensive income (loss) before
reclassifications:
(Decrease) increase
Income tax impact
Other comprehensive income (loss) before
reclassifications, net of income taxes
Amounts reclassified from accumulated other
comprehensive income (loss):
Increase
Income tax impact
Amounts reclassified from accumulated other
comprehensive income (loss), net of income taxes
Net current period other comprehensive income (loss), net
of income taxes
Balance, June 28, 2019

$

For the Three-Month Period Ended June 29, 2018:
Balance, March 30, 2018
$
Other comprehensive income (loss) before
reclassifications:
Decrease
Income tax impact
Other comprehensive income (loss) before
reclassifications, net of income taxes
Amounts reclassified from accumulated other
comprehensive income (loss):
Increase
Income tax impact
Amounts reclassified from accumulated other
comprehensive income (loss), net of income taxes
Net current period other comprehensive income (loss), net
of income taxes
Balance, June 29, 2018
(a)

$

(2,108.9)

$

Unrealized Gain
(Loss) on AvailableFor-Sale Securities
Adjustments

(685.7)

$

(1.5)

Cash Flow Hedge
Adjustments

$

—

Total

$

(2,796.1)

(51.9)
5.4

—
—

0.7
(0.2)

(8.9)
2.1

(60.1)
7.3

(46.5)

—

0.5

(6.8)

(52.8)

—
—

—
—

6.1
(1.5)

—

—

4.6

—
—

6.1
(1.5)

—

4.6

(46.5)

(a)

4.6

0.5

(6.8)

(48.2)

(2,155.4)

$

(681.1)

$

(1.0)

$

(6.8)

$

(2,844.3)

(1,171.8)

$

(671.3)

$

(1.6)

$

—

$

(1,844.7)

(641.1)
—

—
—

(0.1)
—

—
—

(641.2)
—

(641.1)

—

(0.1)

—

(641.2)

—
—

—
—

8.8
(2.1)

—

—

6.7

—
—

8.8
(2.1)

—

6.7

(641.1)
(1,812.9)

(a)

6.7
$

(664.6)

(0.1)
$

(1.7)

—
$

—

(634.5)
$

(2,479.2)

This accumulated other comprehensive income (loss) component is included in the computation of net periodic pension cost. Refer to Note 10 for additional details.
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Foreign
Currency
Translation
Adjustments

For the Six-Month Period Ended June 28, 2019:
Balance, December 31, 2018
$
Other comprehensive income (loss) before
reclassifications:
(Decrease) increase
Income tax impact
Other comprehensive income (loss) before
reclassifications, net of income taxes
Amounts reclassified from accumulated other
comprehensive income (loss):
Increase
Income tax impact
Amounts reclassified from accumulated other
comprehensive income (loss), net of income taxes
Net current period other comprehensive income (loss), net
of income taxes

$

Unrealized Gain
(Loss) on AvailableFor-Sale Securities
Adjustments

(691.1)

$

(1.9)

Cash Flow Hedge
Adjustments

$

—

Total

$

(2,791.1)

(59.2)
1.9

—
—

1.2
(0.3)

(8.9)
2.1

(66.9)
3.7

(57.3)

—

0.9

(6.8)

(63.2)

—
—

—
—

13.2
(3.2)

—

—

10.0

—
—

13.2
(3.2)

—

10.0

(57.3)

(a)

10.0

0.9

(6.8)

(53.2)

Balance, June 28, 2019

$

(2,155.4)

$

(681.1)

$

(1.0)

$

(6.8)

$

(2,844.3)

For the Six-Month Period Ended June 29, 2018:
Balance, December 31, 2017
Adoption of accounting standards

$

(1,422.1)
(43.8)

$

(571.2)
(107.2)

$

(0.9)
(0.2)

$

—
—

$

(1,994.2)
(151.2)

Balance, January 1, 2018
Other comprehensive income (loss) before
reclassifications:
Decrease
Income tax impact
Other comprehensive income (loss) before
reclassifications, net of income taxes
Amounts reclassified from accumulated other
comprehensive income (loss):
Increase
Income tax impact
Amounts reclassified from accumulated other
comprehensive income (loss), net of income taxes
Net current period other comprehensive income (loss), net
of income taxes
Balance, June 29, 2018
(a)

(2,098.1)

Pension &
Postretirement
Plan Benefit
Adjustments

(1,465.9)

(678.4)

—

(2,145.4)

(347.0)
—

—
—

(0.8)
0.2

—
—

(347.8)
0.2

(347.0)

—

(0.6)

—

(347.6)

—
—

—
—

18.1
(4.3)

—

—

13.8

—
—

18.1
(4.3)

—

13.8

(347.0)
$

(1.1)

(1,812.9)

(a)

13.8
$

(664.6)

(0.6)
$

(1.7)

—
$

—

(333.8)
$

(2,479.2)

This accumulated other comprehensive income (loss) component is included in the computation of net periodic pension cost. Refer to Note 10 for additional details.
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NOTE 2. REVENUE
The following tables present the Company’s revenues disaggregated by geographical region and revenue type for the three and six-month periods ended
June 28, 2019 and June 29, 2018 ($ in millions). Sales taxes and other usage-based taxes collected from customers are excluded from revenue.
Life Sciences

Three-Month Period Ended June 28, 2019:
Geographical region:
North America
Western Europe
Other developed markets
High-growth markets

Diagnostics

Environmental &
Applied Solutions

Dental

Total

$

653.6
459.3
137.6
462.1

$

601.0
281.7
95.2
640.4

$

340.2
156.1
45.0
170.8

$

488.3
261.6
31.3
332.4

$

2,083.1
1,158.7
309.1
1,605.7

Total

$

1,712.6

$

1,618.3

$

712.1

$

1,113.6

$

5,156.6

Revenue type:
Recurring
Nonrecurring

$

1,111.9
600.7

$

1,380.6
237.7

$

522.1
190.0

$

592.8
520.8

$

3,607.4
1,549.2

Total

$

1,712.6

$

1,618.3

$

712.1

$

1,113.6

$

5,156.6

$

578.0
449.5
138.5
439.2

$

578.7
288.7
91.3
592.2

$

346.1
170.5
47.1
169.7

$

450.7
263.2
32.3
345.3

$

1,953.5
1,171.9
309.2
1,546.4

Total

$

1,605.2

$

1,550.9

$

733.4

$

1,091.5

$

4,981.0

Revenue type:
Recurring
Nonrecurring

$

1,056.0
549.2

$

1,311.0
239.9

$

547.3
186.1

$

574.6
516.9

$

3,488.9
1,492.1

Total

$

1,605.2

$

1,550.9

$

733.4

$

1,091.5

$

4,981.0

Three-Month Period Ended June 29, 2018:
Geographical region:
North America
Western Europe
Other developed markets
High-growth markets
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Life Sciences

Six-Month Period Ended June 28, 2019:
Geographical region:
North America
Western Europe
Other developed markets
High-growth markets

Diagnostics

Environmental &
Applied Solutions

Dental

Total

$

1,240.9
919.6
286.9
892.1

$

1,233.4
570.6
187.2
1,163.9

$

638.7
316.2
85.4
331.5

$

937.5
521.3
60.2
651.1

$

4,050.5
2,327.7
619.7
3,038.6

Total

$

3,339.5

$

3,155.1

$

1,371.8

$

2,170.1

$

10,036.5

Revenue type:
Recurring
Nonrecurring

$

2,180.1
1,159.4

$

2,704.7
450.4

$

1,009.9
361.9

$

1,175.0
995.1

$

7,069.7
2,966.8

Total

$

3,339.5

$

3,155.1

$

1,371.8

$

2,170.1

$

10,036.5

$

1,058.4
899.4
283.4
840.0

$

1,186.1
599.1
183.5
1,101.9

$

637.4
346.1
91.0
331.5

$

869.0
528.0
63.9
657.7

$

3,750.9
2,372.6
621.8
2,931.1

Total

$

3,081.2

$

3,070.6

$

1,406.0

$

2,118.6

$

9,676.4

Revenue type:
Recurring
Nonrecurring

$

2,026.4
1,054.8

$

2,619.5
451.1

$

1,035.3
370.7

$

1,131.6
987.0

$

6,812.8
2,863.6

Total

$

3,081.2

$

3,070.6

$

1,406.0

$

2,118.6

$

9,676.4

Six-Month Period Ended June 29, 2018:
Geographical region:
North America
Western Europe
Other developed markets
High-growth markets

The Company sells equipment to customers as well as consumables, spare parts, software licenses and services, some of which customers purchase on a
recurring basis. In most of the Company’s businesses, consumables are typically critical to the use of the equipment and are typically used on a one-time or
limited basis, requiring frequent replacement in the customer’s operating cycle. Examples of these consumables include reagents used in diagnostic tests,
filters used in filtration, separation and purification processes and cartridges for marking and coding equipment. Additionally, some of the Company’s
consumables are used on a standalone basis, such as dental implants and water treatment solutions. The Company separates its goods and services between
those sold on a recurring basis and those sold on a nonrecurring basis. Recurring revenue includes revenue from consumables, services, spare parts, software
licenses recognized over time, software-as-a-service, sales-and-usage based royalties and OTLs. Nonrecurring revenue includes sales from equipment,
software licenses recognized at a point in time and STLs. OTLs and STLs are included in the above revenue amounts. For the three-month periods ended
June 28, 2019 and June 29, 2018, revenue accounted for under ASC 842 and ASC 840 was $106 million and $96 million, respectively. For the six-month
periods ended June 28, 2019 and June 29, 2018, revenue accounted for under ASC 842 and ASC 840 was $213 million and $193 million, respectively.
Remaining performance obligations related to Topic 606, Revenue from Contracts with Customers (“ASC 606”) represent the aggregate transaction price
allocated to performance obligations with an original contract term greater than one year which are fully or partially unsatisfied at the end of the period. As of
June 28, 2019, the aggregate amount of the transaction price allocated to remaining performance obligations was approximately $2.0 billion. The Company
expects to recognize revenue on approximately 40% of the remaining performance obligations over the next 12 months, 25% over the subsequent 12 months,
and the remainder thereafter.
The timing of revenue recognition, billings and cash collections results in billed accounts receivable, unbilled receivables (contract assets) and deferred
revenue, customer deposits and billings in excess of revenue recognized (contract liabilities) on the Consolidated Condensed Balance Sheets. Most of the
Company’s long-term contracts are billed as work progresses in accordance with the contract terms and conditions, either at periodic intervals or upon
achievement of certain milestones.
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Often this results in billing occurring subsequent to revenue recognition resulting in contract assets. Contract assets are generally classified as other current
assets in the Consolidated Condensed Balance Sheets. The balance of contract assets as of June 28, 2019 and December 31, 2018 were $85 million and $82
million, respectively.
The Company often receives cash payments from customers in advance of the Company’s performance resulting in contract liabilities. These contract
liabilities are classified as either current or long-term in the Consolidated Condensed Balance Sheets based on the timing of when the Company expects to
recognize revenue. As of June 28, 2019 and December 31, 2018, contract liabilities were $822 million and $799 million, respectively, and are included
within accrued expenses and other liabilities and other long-term liabilities in the accompanying Consolidated Condensed Balance Sheets. Revenue
recognized during the six-month periods ended June 28, 2019 and June 29, 2018 that was included in the contract liability balance on December 31, 2018
and at the date of adoption of ASC 606 on January 1, 2018 was $442 million and $424 million, respectively. Contract assets and liabilities are reported on
the accompanying Consolidated Condensed Balance Sheets on a contract-by-contract basis.
NOTE 3. ACQUISITIONS
For a description of the Company’s acquisition activity for the year ended December 31, 2018, reference is made to the financial statements as of and for the
year ended December 31, 2018 and Note 3 thereto included in the Company’s 2018 Annual Report.
The Company continually evaluates potential acquisitions that either strategically fit with the Company’s existing portfolio or expand the Company’s
portfolio into a new and attractive business area. The Company has completed a number of acquisitions that have been accounted for as purchases and have
resulted in the recognition of goodwill in the Company’s financial statements. This goodwill arises because the purchase prices for these businesses reflect a
number of factors including the future earnings and cash flow potential of these businesses, the multiple to earnings, cash flow and other factors at which
similar businesses have been purchased by other acquirers, the competitive nature of the processes by which the Company acquired the businesses, avoidance
of the time and costs which would be required (and the associated risks that would be encountered) to enhance the Company’s existing product offerings to
key target markets and enter into new and profitable businesses and the complementary strategic fit and resulting synergies these businesses bring to existing
operations.
The Company makes an initial allocation of the purchase price at the date of acquisition based upon its understanding of the fair value of the acquired assets
and assumed liabilities. The Company obtains this information during due diligence and through other sources. In the months after closing, as the Company
obtains additional information about these assets and liabilities, including through tangible and intangible asset appraisals, and learns more about the newly
acquired business, it is able to refine the estimates of fair value and more accurately allocate the purchase price. Only items identified as of the acquisition
date are considered for subsequent adjustment. The Company is continuing to evaluate certain pre-acquisition contingencies associated with its 2018 and
2019 acquisitions and is also in the process of obtaining valuations of acquired intangible assets and certain acquisition-related liabilities in connection with
these acquisitions. The Company will make appropriate adjustments to the purchase price allocation prior to completion of the measurement period, as
required.
During the six-month period ended June 28, 2019, the Company acquired three businesses for total consideration of $327 million in cash, net of cash
acquired. The businesses acquired complement existing units of the Life Sciences segment. The aggregate annual sales of these businesses at the time of their
acquisition, based on the companies’ revenues for their last completed fiscal year prior to the acquisition, were $68 million. The Company preliminarily
recorded an aggregate of $210 million of goodwill related to these acquisitions.
The following summarizes the estimated fair values of the assets acquired and liabilities assumed at the date of acquisition for the acquisitions consummated
during the six-month period ended June 28, 2019 ($ in millions):
Trade accounts receivable
Inventories
Property, plant and equipment
Goodwill
Other intangible assets, primarily customer relationships, trade names and technology
Trade accounts payable
Other assets and liabilities, net

$

8.6
8.8
3.9
210.3
115.2
(2.8)
(17.4)

Net cash consideration

$

326.6
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Pro Forma Financial Information
The unaudited pro forma information for the periods set forth below gives effect to the 2019 and 2018 acquisitions as if they had occurred as of January 1,
2018. The pro forma information is presented for informational purposes only and is not necessarily indicative of the results of operations that actually would
have been achieved had the acquisitions been consummated as of that time ($ in millions, except per share amounts):
Three-Month Period Ended
June 28, 2019

Sales
Net earnings attributable to common stockholders
Diluted net earnings per share

$

5,157.5
707.7
0.97

Six-Month Period Ended

June 29, 2018

$

5,020.4
679.2
0.96

June 28, 2019

$

10,043.3
1,031.6
1.43

June 29, 2018

$

9,810.4
1,230.6
1.74

In the three-month period ended June 29, 2018, unaudited pro forma earnings set forth above were adjusted to exclude the $1 million pretax impact of
nonrecurring acquisition date fair value adjustments to inventory related to the 2018 acquisition of Integrated DNA Technologies, Inc. (“IDT”).
In addition, acquisition-related transaction costs of $15 million associated with the IDT acquisition were excluded from pro forma earnings in 2018.
Pending Acquisition
On February 25, 2019, the Company entered into an Equity and Asset Purchase Agreement (the “GE Biopharma Purchase Agreement”) with GE to acquire the
GE Biopharma Business for a cash purchase price of approximately $21.0 billion, subject to certain adjustments, and the assumption of approximately $0.4
billion of pension liabilities (the “GE Biopharma Acquisition”). The GE Biopharma Business is a leading provider of instruments, consumables and software
that support the research, discovery, process development and manufacturing workflows of biopharmaceutical drugs. Based on unaudited preliminary
financial measures provided by GE, the GE Biopharma Business generated revenues of approximately $3.0 billion in 2018. The Company expects to include
the GE Biopharma Business within the Life Sciences segment. The GE Biopharma Acquisition is expected to provide additional sales and earnings growth
opportunities for the Company’s Life Sciences segment by expanding the business’ geographic and product line diversity, including new product and service
offerings that complement the Company’s current biologics workflow solutions. The transaction is expected to be completed in the fourth quarter of 2019,
subject to customary conditions, including receipt of applicable regulatory approvals.
The Company expects to finance the GE Biopharma Acquisition with approximately $3.0 billion of proceeds from the March 1, 2019 underwritten public
offerings of its Common Stock and Mandatory Convertible Preferred Stock (“MCPS”), proceeds from the issuance of debt or other borrowings and available
cash on hand. Refer to Note 14 for additional information related to the March 1, 2019 public offerings.
NOTE 4. ENVISTA INITIAL PUBLIC OFFERING
In July 2018, the Company announced its intention to spin-off its Dental business into a separate publicly-traded company, Envista Holdings Corporation
(“Envista”). On February 25, 2019, in connection with the announcement of the GE Biopharma Acquisition, the Company also announced a modification of
its plans with respect to Envista, specifically that it now intends to conduct an initial public offering of Envista shares (the “Envista IPO”) in the second half
of 2019, subject to the satisfaction of certain conditions, including obtaining final approval from the Danaher Board of Directors, favorable rulings from the
Internal Revenue Service (“IRS”) and other regulatory approvals. All assets, liabilities, revenues and expenses of Envista are included in continuing
operations of the Company in these Consolidated Condensed Financial Statements.
Subsequent to the anticipated Envista IPO, the Company currently intends to distribute to our shareholders all or a portion of the Company’s remaining
equity interest in Envista, which may include the spin-off of Envista shares effected as a dividend to all of the Company’s shareholders, the split-off of
Envista shares in exchange for Danaher shares or other securities, or any combination thereof in one transaction or in a series of transactions (collectively,
“the Distribution”). While the Company currently intends to effect the Distribution, the Company has no obligation to pursue or consummate any further
dispositions of Danaher’s ownership in Envista, including through the Distribution, by any specified date or at all. If pursued, the Distribution may be subject
to various conditions, including receipt of any necessary regulatory or other approvals, the existence of satisfactory market conditions, and the receipt of an
opinion of counsel to the effect that the separation of Envista in connection with the IPO, together with such Distribution, will be tax-free to the Company
and the Company’s shareholders for U.S. federal income tax purposes. The conditions to the Distribution may not be satisfied; the Company may decide not
to consummate the
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Distribution even if the conditions are satisfied; or the Company may decide to waive one or more of these conditions and consummate the Distribution even
if all of the conditions are not satisfied. The Company cannot assure whether or when any such transaction will be consummated or as to the final terms of any
such transaction.
NOTE 5. LEASES
The Company has operating leases for office space, warehouses, distribution centers, research and development facilities, manufacturing locations and certain
equipment, primarily automobiles. Many leases include one or more options to renew, some of which include options to extend the leases for up to 30 years,
and some leases include options to terminate the leases within 30 days. In certain of the Company’s lease agreements, the rental payments are adjusted
periodically to reflect actual charges incurred for common area maintenance, utilities, inflation and/or changes in other indexes. The Company’s finance
leases were not material as of June 28, 2019 and for both the three and six-month periods then ended. ROU assets arising from finance leases are included in
property, plant and equipment, net and the liabilities are included in notes payable and current portion of long-term debt and long-term debt in the
accompanying Consolidated Condensed Balance Sheets.
The components of operating lease expense were as follows ($ in millions):
Three-Month Period
Ended

Six-Month Period
Ended

June 28, 2019

June 28, 2019

Fixed operating lease expense
Variable operating lease expense

$

56.0
12.9

$

119.4
24.9

Total operating lease expense

$

68.9

$

144.3

(a)

(a) Includes

short-term leases and sublease income, both of which were immaterial.

Supplemental cash flow information related to the Company’s operating leases for the six-month period ended June 28, 2019 was as follows ($ in millions):
Cash paid for amounts included in the measurement of operating lease liabilities
ROU assets obtained in exchange for operating lease obligations

$

119.8
66.3

The following table presents the lease balances within the Consolidated Condensed Balance Sheet, weighted average remaining lease term, and weighted
average discount rates related to the Company’s operating leases as of June 28, 2019 ($ in millions):
Lease Assets and Liabilities

Classification

Assets:
Operating lease ROU assets

Other long-term assets

$

924.9

Liabilities:
Current:
Operating lease liabilities
Long-term:
Operating lease liabilities

Accrued expenses and other liabilities

$

185.2

Other long-term liabilities

780.1
$

Total operating lease liabilities
Weighted average remaining lease term
Weighted average discount rate

965.3
7 years
3.1%
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The following table presents the maturity of the Company’s operating lease liabilities as of June 28, 2019 ($ in millions):
Remainder of 2019
2020
2021
2022
2023
Thereafter

$

Total operating lease payments
Less: imputed interest

110.9
190.9
156.1
131.7
112.9
387.2
1,089.7
124.4

$

Total operating lease liabilities

965.3

As of June 28, 2019, the Company had no additional significant operating or finance leases that had not yet commenced.
NOTE 6. GOODWILL
The following is a rollforward of the Company’s goodwill ($ in millions):
Balance, December 31, 2018
Attributable to 2019 acquisitions
Adjustments due to finalization of purchase price allocations
Foreign currency translation and other

$

25,906.0
210.3
(6.9)
(34.9)

Balance, June 28, 2019

$

26,074.5

The carrying value of goodwill by segment is summarized as follows ($ in millions):
June 28, 2019

December 31, 2018

Life Sciences
Diagnostics
Dental
Environmental & Applied Solutions

$

13,488.0
6,919.1
3,321.9
2,345.5

$

13,311.0
6,925.6
3,325.5
2,343.9

Total

$

26,074.5

$

25,906.0

The Company has not identified any “triggering” events which indicate an impairment of goodwill in the six-month period ended June 28, 2019.
NOTE 7. FAIR VALUE MEASUREMENTS
Accounting standards define fair value based on an exit price model, establish a framework for measuring fair value where the Company’s assets and
liabilities are required to be carried at fair value and provide for certain disclosures related to the valuation methods used within a valuation hierarchy as
established within the accounting standards. This hierarchy prioritizes the inputs into three broad levels as follows. Level 1 inputs are quoted prices
(unadjusted) in active markets for identical assets or liabilities. Level 2 inputs are quoted prices for similar assets and liabilities in active markets, quoted
prices for identical or similar assets in markets that are not active, or other observable characteristics for the asset or liability, including interest rates, yield
curves and credit risks, or inputs that are derived principally from, or corroborated by, observable market data through correlation. Level 3 inputs are
unobservable inputs based on the Company’s assumptions. A financial asset or liability’s classification within the hierarchy is determined based on the
lowest level input that is significant to the fair value measurement in its entirety.
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A summary of financial assets and liabilities that are measured at fair value on a recurring basis were as follows ($ in millions):
Significant Other
Observable Inputs
(Level 2)

Quoted Prices in Active
Market (Level 1)

June 28, 2019:
Assets:
Available-for-sale debt securities
Investment in equity securities
Cross-currency swap derivative contracts
Liabilities:
Cross-currency swap derivative contracts
Interest rate swap derivative contracts
Deferred compensation plans
December 31, 2018:
Assets:
Available-for-sale debt securities
Investment in equity securities
Liabilities:
Deferred compensation plans

$

—
—
—

$

—
—
—

$

—
—
—

36.4
—
0.3

Significant
Unobservable Inputs
(Level 3)

$

5.0
8.9
69.3

$

38.3
—
60.9

—
241.2
—

Total

$

—
—
—

$

—
148.9
—

36.4
241.2
0.3
5.0
8.9
69.3

$

38.3
148.9
60.9

Available-for-sale debt securities, which are included in other long-term assets in the accompanying Consolidated Condensed Balance Sheets, are measured
at fair value using quoted prices reported by investment brokers and dealers based on the underlying terms of the security and comparison to similar
securities traded on an active market. As of June 28, 2019, available-for-sale debt securities primarily include U.S. Treasury Notes and corporate debt
securities, which are valued based on instruments with similar terms traded on an active market.
The Company’s investments in equity securities are classified as Level 3 in the fair value hierarchy because the Company estimates the fair value based on
the measurement alternative and adjusts for impairments and observable price changes with a same or similar security from the same issuer within net
earnings (the “Fair Value Alternative”). The investments in equity securities includes investments that the Company has made as a limited partner in a
partnership for which the underlying investments are recorded on a fair value basis.
The cross-currency swap derivative contracts are used to partially hedge the Company’s net investments in foreign operations against adverse movements in
exchange rates between the U.S. dollar and the Danish kroner, Japanese yen, euro and Swiss franc. The cross-currency swap derivative contracts are classified
as Level 2 in the fair value hierarchy as they are measured using the income approach with the relevant interest rates and foreign currency current exchange
rates and forward curves as inputs. Refer to Note 9 for additional information.
In June 2019, the Company entered into interest rate swap agreements with a notional amount of $850 million which represents a portion of the amount of
U.S. dollar-denominated bonds (with terms ranging from 10 to 30 years) the Company anticipates issuing to finance a portion of the GE Biopharma
Acquisition. These contracts effectively fix the interest rate for a portion of the Company’s anticipated U.S. denominated debt issuance equal to the notional
amount of the swaps to the rate specified in the interest rate swap agreements. The interest rate swap derivative contracts are classified as Level 2 in the fair
value hierarchy as they are measured using the income approach, based on the relevant interest rate yield curves. Refer to Note 9 for additional information.
The Company has established nonqualified contribution and deferred compensation programs that permit the Company to make tax-deferred contributions to
officers and certain other employees, and also permit directors, officers and certain other employees to voluntarily defer taxation on a portion of their
compensation. All amounts contributed or deferred under such plans are unfunded, unsecured obligations of the Company and are presented as a component
of the Company’s compensation and benefits accrual included in other long-term liabilities in the accompanying Consolidated Condensed Balance Sheets.
Non-director participants may choose among alternative earning rates for the amounts they defer, which are primarily based on investment options within the
Company’s 401(k) program. Changes in the deferred compensation liability under these
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programs are recognized based on changes in the fair value of the participants’ accounts, which are based on the applicable earnings rates. Amounts
voluntarily deferred by directors and amounts unilaterally contributed to participant accounts by the Company are deemed invested in the Company’s
common stock and future distributions of such contributions (as well as future distributions of any voluntary deferrals allocated at any time to the Danaher
common stock investment option) will be made solely in shares of Company common stock, and therefore are not reflected in the above amounts.
Fair Value of Financial Instruments
The carrying amounts and fair values of the Company’s financial instruments were as follows ($ in millions):
June 28, 2019
Carrying Amount

Assets:
Available-for-sale debt securities
Investment in equity securities
Cross-currency swap derivative contracts
Liabilities:
Cross-currency swap derivative contracts
Interest rate swap derivative contracts
Notes payable and current portion of long-term debt
Long-term debt

$

36.4
241.2
0.3
5.0
8.9
153.7
10,144.4

December 31, 2018
Fair Value

$

36.4
241.2
0.3
5.0
8.9
153.7
10,580.3

Carrying Amount

$

38.3
148.9
—
—
—
51.8
9,688.5

Fair Value

$

38.3
148.9
—
—
—
51.8
9,990.6

As of June 28, 2019 and December 31, 2018, investments in non-marketable equity securities were categorized as Level 3, available-for-sale debt securities,
cross-currency swap derivative contracts and interest rate swap derivative contracts were categorized as Level 2 and short and long-term borrowings were
categorized as Level 1.
The fair value of long-term borrowings was based on quoted market prices. The difference between the fair value and the carrying amounts of long-term
borrowings (other than the Company’s Liquid Yield Option Notes due 2021 (the “LYONs”)) is attributable to changes in market interest rates and/or the
Company’s credit ratings subsequent to the incurrence of the borrowing. In the case of the LYONs, differences in the fair value from the carrying value are
attributable to changes in the price of the Company’s common stock due to the LYONs’ conversion features. The fair values of borrowings with original
maturities of one year or less, as well as cash and cash equivalents, trade accounts receivable, net and trade accounts payable approximate their carrying
amounts due to the short-term maturities of these instruments.
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NOTE 8. FINANCING
As of June 28, 2019, the Company was in compliance with all of its debt covenants. The components of the Company’s debt were as follows ($ in millions):
June 28, 2019

U.S. dollar-denominated commercial paper
$
Euro-denominated commercial paper (€2.7 billion and €2.1 billion, respectively)
1.0% senior unsecured notes due 2019 (€600.0 million aggregate principal amount) (the “2019 Euronotes”)
2.4% senior unsecured notes due 2020
5.0% senior unsecured notes due 2020 (the “2020 Assumed Pall Notes”)
Zero-coupon LYONs due 2021
0.352% senior unsecured notes due 2021 (¥30.0 billion aggregate principal amount) (the “2021 Yen Notes”)
1.7% senior unsecured notes due 2022 (€800.0 million aggregate principal amount) (the “2022 Euronotes”)
Floating rate senior unsecured notes due 2022 (€250.0 million aggregate principal amount) (the “Floating Rate
2022 Euronotes”)
0.5% senior unsecured bonds due 2023 (CHF 540.0 million aggregate principal amount) (the “2023 CHF Bonds”)
2.5% senior unsecured notes due 2025 (€800.0 million aggregate principal amount) (the “2025 Euronotes”)
3.35% senior unsecured notes due 2025
0.3% senior unsecured notes due 2027 (¥30.8 billion aggregate principal amount) (the “2027 Yen Notes”)
1.2% senior unsecured notes due 2027 (€600.0 million aggregate principal amount) (the “2027 Euronotes”)
1.125% senior unsecured bonds due 2028 (CHF 210.0 million aggregate principal amount) (the “2028 CHF
Bonds”)
0.65% senior unsecured notes due 2032 (¥53.2 billion aggregate principal amount) (the “2032 Yen Notes”)
4.375% senior unsecured notes due 2045
Other
Total debt
Less: currently payable
$

Long-term debt

—
3,047.4
682.1
499.0
382.8
35.3
277.8
906.4

December 31, 2018

$

72.8
2,377.5
687.0
498.5
386.7
56.2
273.2
913.2

283.5
554.1
905.6
497.0
284.7
676.8

285.7
550.7
912.6
496.8
279.9
682.0

219.3
491.5
499.4
55.4

218.1
483.4
499.3
66.7

10,298.1
153.7

9,740.3
51.8

10,144.4

$

9,688.5

For additional details regarding the Company’s debt financing, refer to Note 10 of the Company’s financial statements as of and for the year ended
December 31, 2018 included in the Company’s 2018 Annual Report.
The Company satisfies any short-term liquidity needs that are not met through operating cash flow and available cash primarily through issuances of
commercial paper under its U.S. dollar and euro-denominated commercial paper programs. Credit support for the commercial paper programs is generally
provided by the Company’s $4.0 billion unsecured, multi-year revolving credit facility with a syndicate of banks that expires on July 10, 2020 (the “Credit
Facility”), which can also be used for working capital and other general corporate purposes described below. As of June 28, 2019, no borrowings were
outstanding under the Credit Facility and the Company was in compliance with all covenants thereunder. In addition to the Credit Facility, the Company has
also entered into reimbursement agreements with various commercial banks to support the issuance of letters of credit.
As of June 28, 2019, borrowings outstanding under the Company’s euro-denominated commercial paper program had a weighted average annual interest rate
of negative 0.2% and a weighted average remaining maturity of approximately 43 days. There were no borrowings outstanding under the Company’s U.S.
dollar-denominated commercial paper program as of June 28, 2019.
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The Company repaid the €600 million aggregate principal amount of the 2019 Euronotes and accrued interest upon their maturity on July 8, 2019 using
proceeds from the issuance of euro-denominated commercial paper. The Company has classified the 2019 Euronotes, the 2020 Assumed Pall Notes and
approximately $2.9 billion of its borrowings outstanding under the euro-denominated commercial paper program as of June 28, 2019 as long-term debt in the
accompanying Consolidated Condensed Balance Sheet as the Company had the intent and ability, as supported by availability under the Credit Facility, to
refinance these borrowings for at least one year from the balance sheet date.
Debt discounts, premiums and debt issuance costs totaled $16 million and $19 million as of June 28, 2019 and December 31, 2018, respectively, and have
been netted against the aggregate principal amounts of the related debt in the components of debt table above.
Guarantors of Debt
The Company has guaranteed long-term debt and commercial paper issued by certain of its wholly-owned subsidiaries. The 2019 Euronotes, 2022 Euronotes,
Floating Rate 2022 Euronotes, 2025 Euronotes and 2027 Euronotes were issued by DH Europe Finance S.a.r.l., formerly known as DH Europe Finance S.A.
(“Danaher International”). The 2023 CHF Bonds and 2028 CHF Bonds were issued by DH Switzerland Finance S.A. (“Danaher Switzerland”). The 2021 Yen
Notes, 2027 Yen Notes and 2032 Yen Notes were issued by DH Japan Finance S.A. (“Danaher Japan”). Each of Danaher International, Danaher Switzerland
and Danaher Japan are wholly-owned finance subsidiaries of Danaher Corporation. In addition, on May 31, 2019, the Company organized DH Europe
Finance II S.a.r.l. (“Danaher International II”), which it expects may in the future issue long-term debt and commercial paper. All of the outstanding and future
securities issued by each of these entities, as well as the 2020 Assumed Pall Notes, are or will be fully and unconditionally guaranteed by the Company and
these guarantees rank on parity with the Company’s unsecured and unsubordinated indebtedness.
LYONs Redemption
During the six-month period ended June 28, 2019, holders of certain of the Company’s LYONs converted such LYONs into an aggregate of approximately
854 thousand shares of the Company’s common stock, par value $0.01 per share. The Company’s deferred tax liability of $8 million associated with the book
and tax basis difference in the converted LYONs was transferred to additional paid-in capital as a result of the conversions.
NOTE 9. HEDGING TRANSACTIONS AND DERIVATIVE FINANCIAL INSTRUMENTS
The Company uses cross-currency swap derivative contracts to partially hedge its net investments in foreign operations against adverse movements in
exchange rates between the U.S. dollar and the Danish kroner, Japanese yen, euro and Swiss franc. The cross-currency swap derivative contracts are
agreements to exchange fixed-rate payments in one currency for fixed-rate payments in another currency. In January 2019, the Company entered into crosscurrency swap derivative contracts with respect to approximately $1.9 billion of its U.S. dollar-denominated bonds and approximately $1.0 billion of these
derivative contracts remain outstanding as of June 28, 2019. These contracts effectively convert these U.S. dollar-denominated bonds to obligations
denominated in Danish kroner, Japanese yen, euro and Swiss franc, and partially offset the impact of changes in currency rates on foreign currency
denominated net investments. The changes in the spot rate of these instruments are recorded in accumulated other comprehensive income (loss) in
stockholders’ equity, partially offsetting the foreign currency translation adjustment of the Company’s related net investment that is also recorded in
accumulated other comprehensive income (loss) in the Company’s Consolidated Condensed Statements of Stockholders’ Equity. Any ineffective portions of
net investment hedges are reclassified from accumulated other comprehensive income (loss) into earnings during the period of change. The interest income or
expense from these swaps are recorded in interest expense in the Company’s Consolidated Condensed Statements of Earnings consistent with the
classification of interest expense attributable to the underlying debt. These instruments mature on dates ranging from June 2019 to September 2028.
The Company has also issued foreign currency denominated long-term debt as partial hedges of its net investments in foreign operations against adverse
movements in exchange rates between the U.S. dollar and the euro, Japanese yen and Swiss franc. These foreign currency denominated long-term debt
issuances are designated and qualify as nonderivative hedging instruments. Accordingly, the foreign currency translation of these debt instruments is
recorded in accumulated other comprehensive income (loss) in stockholders’ equity in the accompanying Consolidated Condensed Balance Sheets,
offsetting the foreign currency translation adjustment of the Company’s related net investment that is also recorded in accumulated other comprehensive
income (loss). Any ineffective portions of net investment hedges are reclassified from accumulated other comprehensive income (loss) into earnings during
the period of change. These instruments mature on dates ranging from September 2025 to May 2032.
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The Company has used interest rate swap agreements to hedge the variability in cash flows due to changes in benchmark interest rates related to a portion of
the U.S. debt the Company anticipates issuing to fund the GE Biopharma Acquisition. The interest rate swap agreements are agreements in which the
Company agrees to pay a fixed interest rate based on the rate specified in the agreement in exchange for receiving a floating interest rate from a third-party
bank based upon a specified benchmark interest rate. In June 2019, the Company entered into interest rate swap agreements with a notional amount of $850
million. These contracts effectively fix the interest rate for a portion of the Company’s anticipated U.S. denominated debt issuance equal to the notional
amount of the swaps to the rate specified in the interest rate swap agreements. The changes in the fair value of these instruments are recorded in accumulated
other comprehensive income (loss) in stockholders’ equity and are subsequently reclassified to interest expense over the life of the related debt.
The following table summarizes the notional values as of June 28, 2019 and pretax impact of changes in the fair values of instruments designated as net
investment hedges and cash flow hedges in accumulated other comprehensive income (“OCI”) for the three and six-month periods then ended ($ in millions):
Gain (Loss)
Recognized in OCI

Notional Amount

For the Three-Month Period Ended June 28, 2019:
Foreign currency contracts
Foreign currency denominated debt
Interest rate swaps
Total
For the Six-Month Period Ended June 28, 2019:
Foreign currency contracts
Foreign currency denominated debt
Interest rate swaps
Total

$

1,000.0
8,329.2
850.0

$

(19.5)
(129.5)
(8.9)

$

10,179.2

$

(157.9)

$

1,000.0
8,329.2
850.0

$

(4.7)
8.3
(8.9)

$

10,179.2

$

(5.3)

Gains or losses related to the foreign currency contracts and foreign currency denominated debt are classified as foreign currency translation adjustments in
the schedule of changes in OCI in Note 1, as these items are attributable to the Company’s hedges of its net investment in foreign operations. Gains or losses
related to the interest rate swaps are classified as cash flow hedge adjustments in the schedule of changes in OCI in Note 1. The Company did not reclassify
any deferred gains or losses related to net investment hedges or cash flow hedges from accumulated other comprehensive income (loss) to earnings during the
three or six-month periods ended June 28, 2019. In addition, the Company did not have any ineffectiveness related to net investment hedges or interest rate
swaps during the three or six-month periods ended June 28, 2019. The cash inflows and outflows associated with the Company’s derivative contracts
designated as net investment hedges are classified in all other investing activities in the accompanying Consolidated Condensed Statement of Cash Flows.
The cash inflows and outflows associated with the Company’s derivative contracts designated as cash flow hedges are classified in cash flows from operating
activities in the accompanying Consolidated Condensed Statement of Cash Flows.
The Company’s derivative instruments, as well as its nonderivative debt instruments designated and qualifying as net investment hedges, were classified as
of June 28, 2019 in the Company’s Consolidated Condensed Balance Sheet as follows ($ in millions):
Derivative assets:
Prepaid expenses and other current assets

$

0.3

Derivative liabilities:
Accrued expenses and other liabilities

13.9

Nonderivative hedging instruments:
Long-term debt

8,329.2

Amounts related to the Company’s derivatives expected to be reclassified from accumulated other comprehensive income (loss) to net earnings during the
next 12 months are not significant.
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NOTE 10. DEFINED BENEFIT PLANS
The following sets forth the components of the Company’s net periodic benefit (cost) of the noncontributory defined benefit pension plans ($ in millions):
Three-Month Period Ended
June 28, 2019

U.S. pension benefits:
Service cost
Interest cost
Expected return on plan assets
Amortization of actuarial loss
Amortization of prior service cost
Net periodic pension benefit
Non-U.S. pension benefits:
Service cost
Interest cost
Expected return on plan assets
Amortization of actuarial gain (loss)
Amortization of prior service (cost) credit
Curtailment gain recognized
Settlement loss recognized
Net periodic pension cost

Six-Month Period Ended

June 29, 2018

June 28, 2019

June 29, 2018

$

(1.6)
(22.2)
31.6
(6.2)
(0.3)

$

(2.1)
(20.2)
33.1
(7.8)
(0.2)

$

(3.2)
(44.5)
63.2
(12.5)
(0.5)

$

(4.2)
(40.4)
66.2
(15.6)
(0.5)

$

1.3

$

2.8

$

2.5

$

5.5

$

(8.1)
(6.6)
10.9
0.1
(1.2)
1.1
(0.1)

$

(8.9)
(6.6)
11.9
(1.5)
0.1
—
—

$

(16.2)
(13.3)
21.8
0.2
(2.4)
1.1
(0.1)

$

(17.6)
(13.3)
24.0
(3.0)
0.2
—
(0.4)

$

(3.9)

$

(5.0)

$

(8.9)

$

(10.1)

The following sets forth the components of the Company’s net periodic benefit cost of the other postretirement employee benefit plans ($ in millions):
Three-Month Period Ended
June 28, 2019

Six-Month Period Ended

June 29, 2018

June 28, 2019

June 29, 2018

Service cost
Interest cost
Amortization of prior service credit

$

(0.1)
(1.3)
0.5

$

(0.2)
(1.1)
0.6

$

(0.2)
(2.5)
1.0

$

(0.3)
(2.3)
1.2

Net periodic cost

$

(0.9)

$

(0.7)

$

(1.7)

$

(1.4)

The net periodic benefit cost of the noncontributory defined benefit pension plans and other postretirement employee benefit plans incurred during the three
and six-month periods ended June 28, 2019 and June 29, 2018 are reflected in the following captions in the accompanying Consolidated Condensed
Statements of Earnings ($ in millions):
Three-Month Period Ended
June 28, 2019

Six-Month Period Ended

June 29, 2018

June 28, 2019

June 29, 2018

Service cost:
Cost of sales
Selling, general and administrative expenses
Total service cost
Other net periodic benefit costs:
Other income, net
Total

$

(2.2)
(7.6)

$

(9.8)

(3.5)

$

(11.2)

6.3
$

(3.3)
(7.9)

(2.9)

$

(19.6)

8.3
$

(4.2)
(15.4)

(22.1)

11.5
$

(8.1)

(5.4)
(16.7)

16.1
$

(6.0)
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Employer Contributions
During 2019, the Company’s cash contribution requirements for its U.S. and non-U.S. defined benefit pension plans are forecasted to be approximately $10
million and $50 million, respectively. The ultimate amounts to be contributed depend upon, among other things, legal requirements, underlying asset
returns, the plan’s funded status, the anticipated tax deductibility of the contribution, local practices, market conditions, interest rates and other factors.
NOTE 11. INCOME TAXES
The following table summarizes the Company’s effective tax rate:
Three-Month Period Ended
June 28, 2019

Effective tax rate

18.4%

Six-Month Period Ended

June 29, 2018

19.3%

June 28, 2019

34.1%

June 29, 2018

19.9%

The effective tax rate for the three-month period ended June 28, 2019 differs from the U.S. federal statutory rate of 21.0% principally due to the impact of
earnings outside the United States which generally are taxed at rates lower than the U.S. federal rate. The effective tax rate for the three-month period ended
June 28, 2019 also includes net discrete tax benefits of $15 million ($0.02 per diluted share) from the release of reserves for uncertain tax positions due to the
expiration of statutes of limitation, benefits from changes in tax law in a certain foreign jurisdiction and excess tax benefits from stock-based compensation,
partially offset by charges from audit settlements. These discrete tax benefits decreased the reported tax rate by 1.7%.
The effective tax rate for the six-month period ended June 28, 2019 differs from the U.S. federal statutory rate of 21.0% principally due to the impact of net
discrete charges of $227 million ($0.31 per diluted share) related primarily to changes in estimates associated with prior period uncertain tax positions and
audit settlements, net of the release of reserves for uncertain tax positions due to the expiration of statutes of limitation, release of valuation allowances
associated with certain foreign tax credits, tax benefits resulting from changes in tax law and excess tax benefits from stock-based compensation. These
discrete income tax charges increased the reported tax rate by 14.0%. These charges were partially offset by benefits from the impact of earnings outside the
United States which generally are taxed at rates lower than the U.S. federal rate.
The Company’s effective tax rates for both the three and six-month periods ended June 29, 2018 were slightly lower than the U.S. federal statutory rate of
21.0% due principally to the impact of the Company’s earnings outside the United States which overall are taxed at rates lower than the U.S. federal rate. The
effective tax rate for the three and six-month periods ended June 29, 2018 reflects a U.S. corporate income tax rate of 21.0% from the enactment of the Tax
Cuts and Jobs Act (“TCJA”), partially offset by a new minimum tax on certain non-U.S. earnings as a result of the TCJA. The effective tax rate for the three
and six-month periods ended June 29, 2018 also includes net tax benefits of $9 million ($0.01 per diluted share) for release of reserves upon the expiration of
statutes of limitation and excess tax benefits from stock-based compensation which were partially offset by increases in estimates associated with prior period
uncertain tax positions and other matters.
In the fourth quarter of 2018 and in the first quarter of 2019, the IRS proposed significant adjustments to the Company’s taxable income for the years 2012
through 2015 with respect to the deferral of tax on certain premium income related to the Company’s self-insurance programs. For income tax purposes, the
recognition of premium income has been deferred in accordance with U.S. tax laws related to insurance. The IRS is challenging the deferral of premiums for
certain types of insurance policies. The proposed adjustments would increase the Company’s taxable income over the 2012-2015 period by approximately
$2.7 billion. Management believes the positions the Company has taken in its U.S. tax returns are in accordance with the relevant tax laws, intends to
vigorously defend these positions and is currently considering all of its alternatives. Due to the enactment of the TCJA in 2017 and the resulting reduction in
the U.S. corporate tax rate for years after 2017, the Company revalued its deferred tax liabilities related to the temporary differences associated with this
deferred premium income from 35.0% to 21.0%. If the Company is not successful in defending these assessments, the taxes owed to the IRS may be computed
under the previous 35.0% statutory tax rate and the Company may be required to revalue the related deferred tax liabilities from 21.0% to 35.0%, which in
addition to any interest due on the amounts assessed, would require a charge to future earnings. The ultimate resolution of this matter is uncertain, could take
many years and could result in a material adverse impact to the Company’s Consolidated Condensed Financial Statements, including its cash flows and
effective tax rate.
Tax authorities in Denmark have raised significant issues related to interest accrued by certain of the Company’s subsidiaries. On December 10, 2013, the
Company received assessments from the Danish tax authority (“SKAT”) totaling approximately DKK 1.7 billion including interest through June 28, 2019
(approximately $262 million based on the exchange rate as of June 28, 2019), imposing withholding tax relating to interest accrued in Denmark on
borrowings from certain of the Company’s subsidiaries for the years 2004-2009. The Company appealed these assessments to the Danish National Tax
Tribunal in 2014, which appeal has been pending awaiting the outcome of other cases brought to the Court of Justice of the European Union
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(“CJEU”). The Company is currently in discussions with SKAT and anticipates receiving an assessment for similar withholding tax matters for the years
2010-2012 and 2013-2015 totaling approximately DKK 1.0 billion and DKK 720 million, respectively, including interest through June 28, 2019
(approximately $155 million and $110 million, respectively, based on the exchange rate as of June 28, 2019). In February 2019, the CJEU decided several
other cases related to Danish withholding tax on dividends and interest. In these cases, the CJEU ruled that the exemption of interest payments from
withholding taxes provided in the applicable European Union (“EU”) directive should be denied where taxpayers use the directive for abusive or fraudulent
purposes, and that it is up to the national courts to make this determination. Management believes the positions the Company has taken in Denmark are in
accordance with the relevant tax laws and is vigorously defending its positions. The Company intends on pursuing this matter through the Danish High
Court should the appeal to the Danish National Tax Tribunal be unsuccessful. The Company will continue to monitor decisions of both the Danish courts
and the CJEU and evaluate the impact of these court rulings on the Company’s tax positions in Denmark. The ultimate resolution of this matter is uncertain,
could take many years, and could result in a material adverse impact to the Company’s Consolidated Condensed Financial Statements, including its effective
tax rate.
NOTE 12. NONOPERATING INCOME (EXPENSE)
The Company disaggregates the service cost component of net periodic benefit costs of the noncontributory defined benefit pension plans and other
postretirement employee benefit plans and presents the other components of net periodic benefit cost in other income, net. These other components include
the assumed rate of return on plan assets partially offset by amortization of actuarial losses and interest and aggregated to a gain of $6 million and $12
million for the three and six-month periods ended June 28, 2019, respectively, compared to a gain of $8 million and $16 million for the three and six-month
periods ended June 29, 2018, respectively.
NOTE 13. COMMITMENTS AND CONTINGENCIES
For a description of the Company’s litigation and contingencies, refer to Note 17 of the Company’s financial statements as of and for the year ended
December 31, 2018 included in the Company’s 2018 Annual Report. The Company reviews the adequacy of its legal reserves on a quarterly basis and
establishes reserves for loss contingencies that are both probable and reasonably estimable. During the six-month period ended June 28, 2019, the Company
recorded a provision of $36 million ($29 million after-tax or $0.04 per diluted share) for costs and estimated liabilities related to a legal contingency.
The Company generally accrues estimated warranty costs at the time of sale. In general, manufactured products are warranted against defects in material and
workmanship when properly used for their intended purpose, installed correctly and appropriately maintained. Warranty periods depend on the nature of the
product and range from the date of such sale up to the life of the product. The amount of the accrued warranty liability is determined based on historical
information such as past experience, product failure rates or number of units repaired, estimated cost of material and labor and in certain instances estimated
property damage. The accrued warranty liability is reviewed on a quarterly basis and may be adjusted as additional information regarding expected warranty
costs becomes known.
The following is a rollforward of the Company’s accrued warranty liability ($ in millions):
Balance, December 31, 2018
Accruals for warranties issued during the period
Settlements made
Effect of foreign currency translation

$

77.4
35.3
(30.3)
0.1

Balance, June 28, 2019

$

82.5

NOTE 14. STOCK TRANSACTIONS AND STOCK-BASED COMPENSATION
Neither the Company nor any “affiliated purchaser” repurchased any shares of Company common stock during the six-month period ended June 28, 2019. On
July 16, 2013, the Company’s Board of Directors approved a repurchase program (the “Repurchase Program”) authorizing the repurchase of up to 20 million
shares of the Company’s common stock from time to time on the open market or in privately negotiated transactions. As of June 28, 2019, 20 million shares
remained available for repurchase pursuant to the Repurchase Program.
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The following table summarizes the Company’s share activity (shares in millions):
Three-Month Period Ended
June 28, 2019

Six-Month Period Ended

June 29, 2018

June 28, 2019

June 29, 2018

Preferred stock - shares issued:
Balance, beginning of period
Issuance of Mandatory Convertible Preferred Stock

1.7
—

—
—

—
1.7

—
—

Balance, end of period

1.7

—

1.7

—

Common stock - shares issued:
Balance, beginning of period
Common stock-based award activity
Common stock issued in connection with acquisitions
Common stock issued in connection with LYONs’ conversions
Issuance of common stock

832.5
1.1
—
0.4
—

814.8
0.9
0.2
0.1
—

817.9
3.1
—
0.9
12.1

812.5
2.8
0.2
0.5
—

Balance, end of period

834.0

816.0

834.0

816.0

On March 1, 2019, the Company completed the underwritten public offering of 12.1 million shares of Danaher common stock at a price to the public of
$123.00 per share (the “Common Stock Offering”), resulting in net proceeds of approximately $1.4 billion, after deducting expenses and the underwriters’
discount of $45 million. Simultaneously, the Company completed the underwritten public offering of 1.65 million shares of its 4.75% MCPS, Series A,
without par value and with a liquidation preference of $1,000 per share (the “MCPS Offering”), resulting in net proceeds of approximately $1.6 billion, after
deducting expenses and the underwriters’ discount of $50 million. The Company intends to use the net proceeds from the Common Stock Offering and the
MCPS Offering to fund a portion of the cash consideration payable for, and certain costs associated with, the GE Biopharma Acquisition. Pending completion
of the GE Biopharma Acquisition, the Company has invested the net proceeds in short-term bank deposits and/or interest-bearing, investment-grade
securities.
As a result of the dividend paid to shareholders of the Company’s common stock in April 2019, the Company triggered an anti-dilution adjustment pursuant
to the terms of the MCPS and after giving affect to this adjustment, each share of MCPS will mandatorily convert on the mandatory conversion date, which is
expected to be April 15, 2022, into between 6.6373 and 8.1306 shares of the Company’s common stock, subject to further anti-dilution adjustments. The
number of shares of the Company’s common stock issuable upon conversion will be determined based on the average volume-weighted average price per
share of the Company’s common stock over the 20 consecutive trading day period beginning on, and including, the 21st scheduled trading day immediately
before April 15, 2022. Subject to certain exceptions, at any time prior to April 15, 2022, holders may elect to convert each share of the MCPS into 6.6373
shares of common stock, subject to further anti-dilution adjustments. In the event of a fundamental change, the MCPS will convert at the fundamental change
rates specified in the certificate of designations, and the holders of MCPS would be entitled to a fundamental change make-whole dividend.
Holders of MCPS will be entitled to receive, when and if declared by the Company’s Board of Directors, cumulative dividends at the annual rate of 4.75% of
the liquidation preference of $1,000 per share (equivalent to $47.50 annually per share), payable in cash or, subject to certain limitations, by delivery of
shares of the Company’s common stock or any combination of cash and shares of the Company’s common stock, at the Company’s election. If declared,
dividends on the MCPS will be payable quarterly on January 15, April 15, July 15 and October 15 of each year (commencing on July 15, 2019 to, and
including, April 15, 2022), to the holders of record of the MCPS as they appear on the Company’s stock register at the close of business on the immediately
preceding December 31, March 31, June 30 and September 30, respectively.
If the GE Biopharma Acquisition has not closed on or before 5:00 p.m. (New York City time) on August 25, 2020, the GE Biopharma Purchase Agreement is
terminated or the Company’s Board of Directors, in its good faith judgment, determines that the GE Biopharma Acquisition will not occur, the Company has
the option to redeem the shares of MCPS, in whole but not in part, subject to certain terms and conditions.
For a full description of the Company’s stock-based compensation programs, refer to Note 18 of the Company’s financial statements as of and for the year
ended December 31, 2018 included in the Company’s 2018 Annual Report. As of June 28, 2019, approximately 47 million shares of the Company’s common
stock were reserved for issuance under the 2007 Omnibus Incentive Plan.
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The following summarizes the components of the Company’s stock-based compensation expense ($ in millions):
Three-Month Period Ended
June 28, 2019

Restricted stock units (“RSUs”)/performance stock units (“PSUs”):
Pretax compensation expense
Income tax benefit

$

27.9
(5.8)

Six-Month Period Ended

June 29, 2018

$

24.7
(5.2)

June 28, 2019

$

52.2
(10.9)

June 29, 2018

$

45.6
(9.6)

RSU/PSU expense, net of income taxes

22.1

19.5

41.3

36.0

Stock options:
Pretax compensation expense
Income tax benefit

18.3
(3.8)

15.4
(3.3)

33.2
(7.0)

27.8
(5.9)

Stock option expense, net of income taxes

14.5

12.1

26.2

21.9

Total stock-based compensation:
Pretax compensation expense
Income tax benefit

46.2
(9.6)

40.1
(8.5)

85.4
(17.9)

73.4
(15.5)

Total stock-based compensation expense, net of income taxes

$

36.6

$

31.6

$

67.5

$

57.9

Stock-based compensation has been recognized as a component of selling, general and administrative expenses in the accompanying Consolidated
Condensed Statements of Earnings. As of June 28, 2019, $219 million of total unrecognized compensation cost related to RSUs/PSUs is expected to be
recognized over a weighted average period of approximately three years. As of June 28, 2019, $194 million of total unrecognized compensation cost related
to stock options is expected to be recognized over a weighted average period of approximately three years. Future compensation amounts will be adjusted for
any changes in estimated forfeitures.
NOTE 15. NET EARNINGS PER SHARE
Basic net earnings per share (“EPS”) is calculated by dividing net earnings attributable to common stockholders by the weighted average number of common
shares outstanding for the applicable period. Diluted net EPS is computed based on the weighted average number of common shares outstanding increased by
the number of additional shares that would have been outstanding had the potentially dilutive common shares been issued and reduced by the number of
shares the Company could have repurchased with the proceeds from the issuance of the potentially dilutive shares. For both the three and six-month periods
ended June 28, 2019 and the three-month period ended June 29, 2018, no options to purchase shares were excluded from the diluted EPS calculation. For the
six-month period ended June 29, 2018, approximately two million options to purchase shares were not included in the diluted EPS calculation as the impact
of their inclusion would have been anti-dilutive.
The impact of the MCPS calculated under the if-converted method was anti-dilutive, and as such 11.9 million and 8.1 million shares underlying the MCPS
were excluded from the diluted EPS calculation for the three and six-month periods ended June 28, 2019, respectively.
Information related to the calculation of net earnings per share is summarized as follows ($ and shares in millions, except per share amounts):
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Three-Month Period Ended
June 28, 2019

Numerator:
Net earnings
Adjustment for interest on convertible debentures
MCPS dividends
Net earnings attributable to common stockholders after assumed
conversions for diluted EPS

June 28, 2019

June 29, 2018

$

731.3
0.5
(22.7)

$

673.8
0.5
—

$

1,065.1
1.0
(29.2)

$

1,240.4
1.1
—

$

709.1

$

674.3

$

1,036.9

$

1,241.5

Denominator:
Weighted average common shares outstanding used in basic EPS
Incremental common shares from:
Assumed exercise of dilutive options and vesting of dilutive RSUs and
PSUs
Assumed conversion of the convertible debentures
Weighted average common shares outstanding used in diluted EPS
Basic EPS
Diluted EPS

Six-Month Period Ended

June 29, 2018

$
$

717.6

700.2

712.6

699.4

8.8
1.5

6.9
2.4

8.8
1.8

7.6
2.5

727.9

709.5

723.2

709.5

0.99
0.97

$
$

0.96
0.95

$
$

1.45
1.43

$
$

1.77
1.75

NOTE 16. SEGMENT INFORMATION
The Company operates and reports its results in four separate business segments consisting of the Life Sciences, Diagnostics, Dental and Environmental &
Applied Solutions segments. When determining the reportable segments, the Company
aggregated operating segments based on their similar economic and operating characteristics. Operating profit represents total revenues less operating
expenses, excluding nonoperating income and expense, interest and income taxes. Operating profit amounts in the Other segment consist of unallocated
corporate costs and other costs not considered part of management’s evaluation of reportable segment operating performance. Intersegment amounts are not
significant and are eliminated to arrive at consolidated totals.
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Segment results are shown below ($ in millions):
Three-Month Period Ended
June 28, 2019

Sales:
Life Sciences
Diagnostics
Dental
Environmental & Applied Solutions
Total
Operating profit:
Life Sciences
Diagnostics
Dental
Environmental & Applied Solutions
Other
Total

Six-Month Period Ended

June 29, 2018

June 28, 2019

June 29, 2018

$

1,712.6
1,618.3
712.1
1,113.6

$

1,605.2
1,550.9
733.4
1,091.5

$

3,339.5
3,155.1
1,371.8
2,170.1

$

3,081.2
3,070.6
1,406.0
2,118.6

$

5,156.6

$

4,981.0

$

10,036.5

$

9,676.4

$

344.0
282.9
79.5
260.2
(82.8)

$

291.5
274.3
104.8
251.0
(54.1)

$

$

883.8

$

867.5

$

653.0
516.0
127.7
504.8
(193.9)
1,607.6

$

$

562.8
522.3
155.7
478.2
(108.5)
1,610.5

Segment identifiable assets are shown below ($ in millions):
June 28, 2019

December 31, 2018

Life Sciences

$

$

Diagnostics
Dental
Environmental & Applied Solutions
Other
Total

22,492.2
14,307.9
6,043.9
4,804.2
5,673.8

22,122.4
14,031.1
5,897.3
4,637.3
1,144.4

$

53,322.0

$

47,832.5
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is designed to provide a reader of Danaher
Corporation’s (“Danaher,” the “Company,” “we,” “us” or “our”) financial statements with a narrative from the perspective of Company management. The
Company’s MD&A is divided into five sections:
•

Information Relating to Forward-Looking Statements

•

Overview

•

Results of Operations

•

Liquidity and Capital Resources

•

Critical Accounting Estimates

You should read this discussion along with the Company’s MD&A and audited financial statements as of and for the year ended December 31, 2018 and
Notes thereto, included in the Company’s 2018 Annual Report on Form 10-K and the Company’s Consolidated Condensed Financial Statements and related
Notes as of and for the three and six-month periods ended June 28, 2019 included in this Report.
Unless otherwise indicated, all financial results in this report refer to continuing operations.
INFORMATION RELATING TO FORWARD-LOOKING STATEMENTS
Certain statements included or incorporated by reference in this quarterly report, in other documents we file with or furnish to the Securities and Exchange
Commission, in our press releases, webcasts, conference calls, materials delivered to shareholders and other communications, are “forward-looking
statements” within the meaning of the United States federal securities laws. All statements other than historical factual information are forward-looking
statements, including without limitation statements regarding: projections of revenue, expenses, profit, profit margins, tax rates, tax provisions, cash flows,
pension and benefit obligations and funding requirements, our liquidity position or other projected financial measures; management’s plans and strategies
for future operations, including statements relating to anticipated operating performance, cost reductions, restructuring activities, new product and service
developments, competitive strengths or market position, acquisitions and the integration thereof (including the pending GE Biopharma Acquisition),
divestitures, spin-offs, split-offs or other distributions (including the anticipated initial public offering and Distribution of Envista), strategic opportunities,
securities offerings, stock repurchases, dividends and executive compensation; growth, declines and other trends in markets we sell into; new or modified
laws, regulations and accounting pronouncements; future regulatory approvals; outstanding claims, legal proceedings, tax audits and assessments and other
contingent liabilities; future foreign currency exchange rates and fluctuations in those rates; general economic and capital markets conditions; the
anticipated timing of any of the foregoing; assumptions underlying any of the foregoing; and any other statements that address events or developments that
Danaher intends or believes will or may occur in the future. Terminology such as “believe,” “anticipate,” “should,” “could,” “intend,” “will,” “plan,”
“expect,” “estimate,” “project,” “target,” “may,” “possible,” “potential,” “forecast” and “positioned” and similar references to future periods are intended to
identify forward-looking statements, although not all forward-looking statements are accompanied by such words.
Forward-looking statements are based on assumptions and assessments made by our management in light of their experience and perceptions of historical
trends, current conditions, expected future developments and other factors. Forward-looking statements are not guarantees of future performance and actual
results may differ materially from the results, developments and business decisions contemplated by our forward-looking statements. Accordingly, you
should not place undue reliance on any such forward-looking statements. Important factors that in some cases have affected us in the past and that in the
future could cause actual results to differ materially from those envisaged in the forward-looking statements include the following:
•

We may not complete the GE Biopharma Acquisition within the time frame we anticipate or at all; any regulatory approval of the GE Biopharma
Acquisition may be subject to conditions; and the GE Biopharma Acquisition could negatively impact our business, financial statements and stock
price.

•

We have outstanding debt, and our debt will increase as a result of the GE Biopharma Acquisition. Our existing and future indebtedness may limit our
operations and our use of our cash flow and negatively impact our credit ratings; and any failure to comply with the covenants that apply to our
indebtedness could adversely affect our liquidity and financial statements.
29

Source: DANAHER CORP /DE/, 10-Q, July 18, 2019

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Table of Contents
•

We intend to conduct an initial public offering of shares of Envista in the second half of 2019. Subsequent to the initial public offering, we intend to
distribute our remaining equity interest in Envista in one or more spin-off and/or split-off transactions. Any or all of these transactions may not be
completed on the currently contemplated timeline or at all and may not achieve the intended benefits.

•

Conditions in the global economy, the particular markets we serve and the financial markets may adversely affect our business and financial statements.

•

Significant developments or uncertainties stemming from the U.S. administration, including changes in U.S. trade policies, tariffs and the reaction of
other countries thereto, could have an adverse effect on our business.

•

Our growth could suffer if the markets into which we sell our products and services decline, do not grow as anticipated or experience cyclicality.

•

We face intense competition and if we are unable to compete effectively, we may experience decreased demand and decreased market share. Even if we
compete effectively, we may be required to reduce prices for our products and services.

•

Our growth depends in part on the timely development and commercialization, and customer acceptance, of new and enhanced products and services
based on technological innovation.

•

Our reputation, ability to do business and financial statements may be impaired by improper conduct by any of our employees, agents or business
partners.

•

Certain of our businesses are subject to extensive regulation by the U.S. Food and Drug Administration and by comparable agencies of other countries, as
well as laws regulating fraud and abuse in the health care industry and the privacy and security of health information. Failure to comply with those
regulations could adversely affect our reputation, ability to do business and financial statements.

•

Our products are subject to clinical trials, the results of which may be unexpected, or perceived as unfavorable by the market, and could have a material
adverse effect on our business, financial condition or results of operations.

•

The health care industry and related industries that we serve have undergone, and are in the process of undergoing, significant changes in an effort to
reduce costs, which could adversely affect our financial statements.

•

Any inability to consummate acquisitions at our historical rate and at appropriate prices, and to make appropriate investments that support our long-term
strategy, could negatively impact our growth rate and stock price.

•

Our acquisition of businesses, investments, joint ventures and other strategic relationships could negatively impact our financial statements.

•

The indemnification provisions of acquisition agreements by which we have acquired companies may not fully protect us and as a result we may face
unexpected liabilities.

•

Divestitures or other dispositions could negatively impact our business, and contingent liabilities from businesses that we have disposed could adversely
affect our financial statements.

•

We could incur significant liability if the anticipated Envista IPO, any subsequent spin-off and/or split-off of Envista, the 2016 spin-off of Fortive
Corporation (“Fortive”) or the 2015 split-off of our communications business is determined to be a taxable transaction.

•

Potential indemnification liabilities pursuant to the anticipated Envista IPO, any subsequent spin-off and/or split-off of Envista, 2016 spin-off of Fortive
or the 2015 split-off of our communications business could materially and adversely affect our business and financial statements.

•

A significant disruption in, or breach in security of, our information technology systems or data or violation of data privacy laws could adversely affect
our business, reputation and financial statements.

•

Our operations, products and services expose us to the risk of environmental, health and safety liabilities, costs and violations that could adversely affect
our business, reputation and financial statements.

•

Our businesses are subject to extensive regulation; failure to comply with those regulations could adversely affect our financial statements and our
business, including our reputation.
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•

Our restructuring actions could have long-term adverse effects on our business.

•

We may be required to recognize impairment charges for our goodwill and other intangible assets.

•

Foreign currency exchange rates may adversely affect our financial statements.

•

Changes in our tax rates or exposure to additional income tax liabilities or assessments could affect our profitability. In addition, audits by tax
authorities could result in additional tax payments for prior periods.

•

Changes in tax law relating to multinational corporations could adversely affect our tax position.

•

We are subject to a variety of litigation and other legal and regulatory proceedings in the course of our business that could adversely affect our business
and financial statements.

•

If we do not or cannot adequately protect our intellectual property, or if third parties infringe our intellectual property rights, we may suffer competitive
injury or expend significant resources enforcing our rights.

•

Third parties may claim that we are infringing or misappropriating their intellectual property rights and we could suffer significant litigation expenses,
losses or licensing expenses or be prevented from selling products or services.

•

The U.S. government has certain rights to use and disclose some of the intellectual property that we license and could exclusively license it to a third
party if we fail to achieve practical application of the intellectual property.

•

Defects and unanticipated use or inadequate disclosure with respect to our products or services (including software), or allegations thereof, could
adversely affect our business, reputation and financial statements.

•

The manufacture of many of our products is a highly exacting and complex process, and if we directly or indirectly encounter problems manufacturing
products, our reputation, business and financial statements could suffer.

•

Adverse changes in our relationships with, or the financial condition, performance, purchasing patterns or inventory levels of, key distributors and other
channel partners could adversely affect our financial statements.

•

Certain of our businesses rely on relationships with collaborative partners and other third parties for development, supply and marketing of certain
products and potential products, and such collaborative partners or other third parties could fail to perform sufficiently.

•

Our financial results are subject to fluctuations in the cost and availability of commodities that we use in our operations.

•

If we cannot adjust our manufacturing capacity or the purchases required for our manufacturing activities to reflect changes in market conditions and
customer demand, our profitability may suffer. In addition, our reliance upon sole or limited sources of supply for certain materials, components and
services could cause production interruptions, delays and inefficiencies.

•

Changes in laws or governmental regulations may reduce demand for our products or services or increase our expenses.

•

Work stoppages, union and works council campaigns and other labor disputes could adversely impact our productivity and results of operations.

•

International economic, political, legal, compliance and business factors could negatively affect our financial statements.

•

Significant developments stemming from the United Kingdom’s referendum decision to exit the EU could have an adverse effect on our business.

•

If we suffer loss to our facilities, supply chains, distribution systems or information technology systems due to catastrophe or other events, our operations
could be seriously harmed.

•

Our defined benefit pension plans are subject to financial market risks that could adversely affect our financial statements.

See Part I—Item 1A of the Company’s Annual Report on Form 10-K for the year ended December 31, 2018 and Part II—Item 1A of the Company’s Quarterly
Report on Form 10-Q for the quarter ended March 29, 2019 for further discussion regarding reasons that actual results may differ materially from the results,
developments and business decisions contemplated by our forward-looking statements. Forward-looking statements speak only as of the date of the report,
document, press release, webcast, call, materials or other communication in which they are made. Except to the extent required by applicable
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law, we do not assume any obligation to update or revise any forward-looking statement, whether as a result of new information, future events and
developments or otherwise.
OVERVIEW
General
As a result of the Company’s geographic and industry diversity, the Company faces a variety of opportunities and challenges, including rapid technological
development (particularly with respect to computing, automation, artificial intelligence, mobile connectivity, communications and digitization) in most of
the Company’s served markets, the expansion and evolution of opportunities in high-growth markets, trends and costs associated with a global labor force,
consolidation of the Company’s competitors and increasing regulation. The Company operates in a highly competitive business environment in most
markets, and the Company’s long-term growth and profitability will depend in particular on its ability to expand its business in high-growth geographies and
high-growth market segments, identify, consummate and integrate appropriate acquisitions, develop innovative and differentiated new products and services
with higher gross profit margins, expand and improve the effectiveness of the Company’s sales force, continue to reduce costs and improve operating
efficiency and quality, and effectively address the demands of an increasingly regulated environment. The Company is making significant investments,
organically and through acquisitions, to address the rapid pace of technological change in its served markets and to globalize its manufacturing, research and
development and customer-facing resources (particularly in high-growth markets) in order to be responsive to the Company’s customers throughout the world
and improve the efficiency of the Company’s operations.
Business Performance and Outlook
During the second quarter of 2019, the Company’s revenues increased 3.5% compared to the comparable period of 2018. While differences exist among the
Company’s businesses, on an overall basis, demand for the Company’s products and services increased during the second quarter of 2019 compared to the
comparable period of 2018. This demand, together with the Company’s continued investments in sales growth initiatives and the other business-specific
factors discussed below, contributed to year-over-year core sales growth of 5.5% (for the definition of “core sales” or “core revenue” refer to “—Results of
Operations” below). Geographically, both high-growth and developed markets contributed to core sales growth during the second quarter of 2019. Core
revenues in high-growth markets increased at a high-single digit rate during the second quarter of 2019 as compared to the comparable period of 2018 led
primarily by continued strength in China. High-growth markets represented approximately 31% of the Company’s total sales in the second quarter of 2019.
Core revenues in developed markets increased at a mid-single digit rate during the second quarter of 2019 led primarily by growth in North America and
Western Europe. For the six-month period ended June 28, 2019, sales increased by a total of 3.5%, with 5.5% attributable to core sales growth, as a result of
the same factors which drove sales growth for the second quarter of 2019. The Company expects overall year-over-year sales growth for the remainder of 2019
but remains cautious about challenges due to macro-economic and geopolitical uncertainties, including global uncertainties related to trade, tariffs, monetary
and fiscal policies. For additional information regarding the Company’s sales by geographical region during the three and six-month periods ended June 28,
2019 and June 29, 2018, refer to Note 2 to the accompanying Consolidated Condensed Financial Statements.
The Company’s net earnings for the three and six-month periods ended June 28, 2019 totaled $731 million or $0.97 per diluted share and approximately $1.1
billion or $1.43 per diluted share, respectively, compared to $674 million or $0.95 per diluted share and approximately $1.2 billion or $1.75 per diluted
share, respectively, for the three and six-month periods ended June 29, 2018. Refer to “—Results of Operations” for further discussion of the drivers in the
year-over-year change in net earnings and diluted earnings per share for both the three and six-month periods ended June 28, 2019. The tax-related charges
discussed below in “—Results of Operations—Income Taxes” are the primary drivers of the year-over-year decrease in net earnings and diluted earnings per
share for the six-month period ended June 28, 2019.
Acquisitions and Proposed Envista Initial Public Offering
The Company’s growth strategy contemplates future acquisitions. Operations and results can be affected by the rate and extent to which appropriate
acquisition opportunities are available and successfully consummated, acquired businesses are effectively integrated and anticipated synergies or cost
savings are achieved. For a description of the Company’s pending acquisition of the Biopharma Business of GE Life Sciences and the anticipated financing
thereof, refer to Note 3 to the accompanying Consolidated Condensed Financial Statements. For a description of the Company’s anticipated Envista initial
public offering, refer to Note 4 to the accompanying Consolidated Condensed Financial Statements.
During the six-month period ended June 28, 2019 the Company acquired three businesses for total consideration of $327 million in cash, net of cash
acquired. The businesses acquired complement existing units of the Life Sciences segment. The aggregate annual sales of these businesses at the time of their
acquisition, based on the companies’ revenues for their last
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completed fiscal year prior to the acquisition, were $68 million. The Company preliminarily recorded an aggregate of $210 million of goodwill related to
these acquisitions.
Currency Exchange Rates
On a year-over-year basis, currency exchange rates negatively impacted reported sales by approximately 3.0% and 3.5% for the three and six-month periods
ended June 28, 2019, compared to the comparable period of 2018, primarily due to the strength of the U.S. dollar against most major currencies in the first
half of 2019. If the currency exchange rates in effect as of June 28, 2019 were to prevail throughout the remainder of 2019, currency exchange rates would
reduce the Company’s estimated full year 2019 sales by approximately 1.5% on a year-over-year basis. Any future strengthening of the U.S. dollar against
major currencies would adversely impact the Company’s sales and results of operations for the remainder of the year, and any weakening of the U.S. dollar
against major currencies would positively impact the Company’s sales and results of operations for the remainder of the year.
UK’s Referendum Decision to Exit the EU (“Brexit”)
In a referendum on June 23, 2016, voters approved for the United Kingdom (“UK”) to exit the EU. The timing of the UK’s exit from the EU remains uncertain;
the EU has extended the deadline for the UK to exit the EU until October 31, 2019. With the terms of the UK’s withdrawal and the nature of its future
relationship with the EU still being decided, the Company continues to monitor the status of the negotiations and plan for potential impacts. To mitigate the
potential impact of Brexit on the import and export of goods to and from the UK, the Company has increased its warehouse capacity and the level of
inventory within the UK. For goods the Company manufactures within the UK and exports to other countries, the Company has manufactured and shipped
additional goods for storage in countries outside the UK in an effort to maintain inventory required to meet customer demand in the event of disruption in
shipments from the UK. The ultimate impact of Brexit on the Company’s financial results is uncertain. For additional information, refer to the “Item 1A—
Risk Factors” section of the Company’s 2018 Annual Report on Form 10-K. The Company has 8 manufacturing facilities in the UK, and for the year ended
December 31, 2018, less than 5% of our sales were derived from customers located in the UK; however, the impact of Brexit could also impact our sales
outside the UK.
RESULTS OF OPERATIONS
Non-GAAP Measures
In this report, references to the non-GAAP measure of core sales (also referred to as core revenues or sales/revenues from existing businesses) refer to sales
calculated according to U.S. GAAP, but excluding:
•

sales from acquired businesses; and

•

the impact of currency translation.

References to sales or operating profit attributable to acquisitions or acquired businesses refer to sales or operating profit, as applicable, from acquired
businesses recorded prior to the first anniversary of the acquisition less the amount of sales and operating profit, as applicable, attributable to divested
product lines not considered discontinued operations. The portion of revenue attributable to currency translation is calculated as the difference between:
•

the period-to-period change in revenue (excluding sales from acquired businesses); and

•

the period-to-period change in revenue (excluding sales from acquired businesses) after applying current period foreign exchange rates to the prior
year period.

Core sales growth should be considered in addition to, and not as a replacement for or superior to, sales, and may not be comparable to similarly titled
measures reported by other companies. Management believes that reporting the non-GAAP financial measure of core sales growth provides useful
information to investors by helping identify underlying growth trends in Danaher’s business and facilitating comparisons of Danaher’s revenue performance
with its performance in prior and future periods and to Danaher’s peers. Management also uses core sales growth to measure the Company’s operating and
financial performance, and uses it as one of the performance measures in the Company’s executive short-term cash incentive program. The Company excludes
the effect of currency translation from core sales because currency translation is not under management’s control, is subject to volatility and can obscure
underlying business trends. The Company excludes the effect of acquisitions and divestiture-related items because the nature, size, timing and number of
acquisitions and divestitures can vary dramatically from period-to-period and between the Company and its peers and can also obscure underlying business
trends and make comparisons of long-term performance difficult.
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Throughout this discussion, references to sales volume refer to the impact of both price and unit sales and references to productivity improvements generally
refer to improved cost-efficiencies resulting from the ongoing application of the Danaher Business System.
Core Revenue Growth
% Change Three-Month
Period Ended June 28,
2019 vs. Comparable 2018
Period

Total sales growth (GAAP)
Less the impact of:
Acquisitions
Currency exchange rates
Core revenue growth (non-GAAP)

% Change Six- Month Period
Ended June 28, 2019 vs.
Comparable 2018 Period

3.5 %

3.5 %

(1.0)%
3.0 %

(1.5)%
3.5 %

5.5 %

5.5 %

Operating Profit Performance
Operating profit margins decreased 30 basis points from 17.4% during the three-month period ended June 29, 2018 to 17.1% for the three-month period
ended June 28, 2019.
Second quarter 2019 vs. second quarter 2018 operating profit margin comparisons were favorably impacted by:
•

Higher 2019 core sales volumes, incremental year-over-year cost savings associated with continuing productivity improvement initiatives taken in
2018, net of incremental year-over-year costs associated with various new product development, sales, service and marketing growth investments
and the impact of foreign currency exchange rates in the second quarter of 2019 - 15 basis points

•

Acquisition-related transaction costs deemed significant and fair value adjustments to inventory incurred in the second quarter of 2018 - 35 basis
points. The Company deems acquisition-related transaction costs incurred in a given period to be significant (generally relating to the Company’s
larger acquisitions) if it determines that such costs exceed the range of acquisition-related transaction costs typical for Danaher in a given period.

Second quarter 2019 vs. second quarter 2018 operating profit margin comparisons were unfavorably impacted by:
•

The incremental net dilutive effect in 2019 of acquired businesses - 5 basis points

•

Transaction costs incurred in the second quarter of 2019 related to the GE Biopharma Acquisition - 35 basis points

•

Second quarter 2018 gain on resolution of acquisition-related matters - 20 basis points

•

Costs incurred in the second quarter of 2019 related to the Envista IPO, including separation related activities and costs related to establishing a new
separate company infrastructure, primarily related to incremental salaries, benefits and rent expense - 20 basis points

Operating profit margins decreased 60 basis points from 16.6% during the six-month period ended June 29, 2018 to 16.0% for the six-month period ended
June 28, 2019.
Year-to-date 2019 vs. year-to-date 2018 operating profit margin comparisons were favorably impacted by:
•

Higher 2019 core sales volumes, incremental year-over-year cost savings associated with continuing productivity improvement initiatives taken in
2018, net of incremental year-over-year costs associated with various new product development, sales, service and marketing growth investments
and the impact of foreign currency exchange rates in the six-month period in 2019 - 30 basis points

•

Acquisition-related transaction costs deemed significant and fair value adjustments to inventory incurred in the second quarter of 2018 - 15 basis
points

Year-to-date 2019 vs. year-to-date 2018 operating profit margin comparisons were unfavorably impacted by:
•

The incremental net dilutive effect in 2019 of acquired businesses - 5 basis points
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•

Transaction costs incurred in 2019 related to the GE Biopharma Acquisition - 35 basis points

•

First quarter 2019 costs and estimated liabilities related to a legal contingency - 35 basis points.

•

Costs incurred in 2019 related to the Envista IPO, including separation related activities and costs related to establishing a new separate company
infrastructure, primarily related to incremental salaries, benefits and rent expense - 20 basis points

•

Second quarter 2018 gain on resolution of acquisition-related matters - 10 basis points

Business Segments
Sales by business segment for each of the periods indicated were as follows ($ in millions):
Three-Month Period Ended
June 28, 2019

Six-Month Period Ended

June 29, 2018

June 28, 2019

June 29, 2018

Life Sciences

$

$

1,605.2
1,550.9
733.4
1,091.5

$

3,339.5
3,155.1
1,371.8
2,170.1

$

Diagnostics
Dental
Environmental & Applied Solutions
Total

1,712.6
1,618.3
712.1
1,113.6

3,081.2
3,070.6
1,406.0
2,118.6

$

5,156.6

$

4,981.0

$

10,036.5

$

9,676.4

For information regarding the Company’s sales by geographical region during the three and six-month periods ended June 28, 2019 and June 29, 2018,
please refer to Note 2 to the accompanying Consolidated Condensed Financial Statements.
LIFE SCIENCES
The Company’s Life Sciences segment offers a broad range of research tools that scientists use to study the basic building blocks of life, including genes,
proteins, metabolites and cells, in order to understand the causes of disease, identify new therapies and test new drugs and vaccines. The segment is also a
leading provider of filtration, separation and purification technologies to the biopharmaceutical, food and beverage, medical, aerospace, microelectronics
and general industrial sectors.
Life Sciences Selected Financial Data
Three-Month Period Ended
($ in millions)

Sales
Operating profit
Depreciation
Amortization
Operating profit as a % of sales
Depreciation as a % of sales
Amortization as a % of sales

June 28, 2019

$

1,712.6
$
344.0
32.8
89.1
20.1%
1.9%
5.2%

June 29, 2018

1,605.2
$
291.5
31.6
90.5
18.2%
2.0%
5.6%

Six-Month Period Ended
June 28, 2019

3,339.5
$
653.0
65.1
178.7
19.6%
1.9%
5.4%

June 29, 2018

3,081.2
562.8
62.2
171.2
18.3%
2.0%
5.6%

Core Revenue Growth
% Change Three-Month
Period Ended June 28,
2019 vs. Comparable 2018
Period

Total sales growth (GAAP)
Less the impact of:
Acquisitions
Currency exchange rates
Core revenue growth (non-GAAP)

% Change Six- Month Period
Ended June 28, 2019 vs.
Comparable 2018 Period

6.5 %

8.5 %

(2.0)%
3.0 %

(4.5)%
3.0 %

7.5 %

7.0 %
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Price increases in the segment contributed 0.5% to sales growth on a year-over-year basis during both the three and six-month periods ended June 28, 2019,
and are reflected as a component of core revenue growth.
Core sales of the business’ broad range of mass spectrometers grew on a year-over-year basis during both the three and six-month periods ended June 28,
2019, led by strong sales growth in the high-growth markets, particularly in China, and Western Europe. In both the three and six-month periods, growth was
driven by demand in the pharmaceutical end-market and by service offerings, partially offset by lower core sales in the clinical end-market in North America
due to a difficult prior year comparison. Core sales of microscopy products grew during both the three and six-month periods across most major product lines
led by North America and China. Demand for the business’ flow cytometry and particle counting product lines increased across all major geographies in both
the three and six-month periods ended June 28, 2019, partially driven by new product releases. Core sales for filtration, separation and purification
technologies increased across most major geographies in both the three and six-month periods in 2019 versus the comparable periods in 2018, led by growth
in the biopharmaceutical, aerospace and fluid technology and process and industrial end-markets, partially offset by softness in the microelectronics endmarket.
Sales growth from acquisitions is primarily due to the acquisition of IDT in April 2018. IDT provides additional sales and earnings growth opportunities for
the segment by expanding the segment’s product line diversity, including new product and service offerings in the area of genomics consumables. During the
three and six-month periods ended June 28, 2019, IDT’s revenues grew on a year-over-year basis with growth across all major product lines and all major
geographies, primarily driven by North America.
In addition, as noted above, the GE Biopharma Acquisition is expected to be completed in the fourth quarter of 2019 subject to customary conditions,
including receipt of applicable regulatory approvals. Upon closing, the Company expects to include the GE Biopharma Business within the Life Sciences
segment. The GE Biopharma Acquisition is expected to provide additional sales and earnings growth opportunities for the Company’s Life Sciences segment
by expanding the business’ geographic and product line diversity, including new product and service offerings in the areas of process chromatography and
consumables, cell culture media, single-use technologies, development instrumentation and consumables that complement the Company’s current biologics
workflow solutions.
Operating Profit Performance
Operating profit margins increased 190 basis points during the three-month period ended June 28, 2019 as compared to the comparable period of 2018.
Second quarter 2019 vs. second quarter 2018 operating profit margin comparisons were favorably impacted by:
•

Higher 2019 core sales volumes and incremental year-over-year cost savings, net of incremental year-over-year costs associated with various new
product development, sales and marketing growth investments and the impact of foreign currency exchange rates in the second quarter of 2019 - 170
basis points

•

Acquisition-related transaction costs deemed significant and fair value adjustments to inventory incurred in the second quarter of 2018 - 100 basis
points

Second quarter 2019 vs. second quarter 2018 operating profit margin comparisons were unfavorably impacted by:
•

The incremental net dilutive effect in 2019 of acquired businesses - 25 basis points

•

Second quarter 2018 gain on resolution of acquisition-related matters - 55 basis points

Operating profit margins increased 130 basis points during the six-month period ended June 28, 2019 as compared to the comparable period of 2018.
Year-to-date 2019 vs. year-to-date 2018 operating profit margin comparisons were favorably impacted by:
•

Higher 2019 core sales volumes and incremental year-over-year cost savings, net of incremental year-over-year costs associated with various new
product development, sales and marketing growth investments and the impact of foreign currency exchange rates in the six-month period in 2019 140 basis points

•

Acquisition-related transaction costs deemed significant and fair value adjustments to inventory incurred in the second quarter of 2018 - 50 basis
points

Year-to-date 2019 vs. year-to-date 2018 operating profit margin comparisons were unfavorably impacted by:
•

The incremental net dilutive effect in 2019 of acquired businesses - 30 basis points
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•

Second quarter 2018 gain on resolution of acquisition-related matters - 30 basis points

DIAGNOSTICS
The Company’s Diagnostics segment offers analytical instruments, reagents, consumables, software and services that hospitals, physicians’ offices, reference
laboratories and other critical care settings use to diagnose disease and make treatment decisions.
Diagnostics Selected Financial Data
Three-Month Period Ended
($ in millions)

Sales

June 28, 2019

$

Operating profit
Depreciation
Amortization
Operating profit as a % of sales
Depreciation as a % of sales
Amortization as a % of sales

1,618.3
$
282.9
94.2
51.8
17.5%
5.8%
3.2%

June 29, 2018

1,550.9
$
274.3
98.0
52.6
17.7%
6.3%
3.4%

Six-Month Period Ended
June 28, 2019

3,155.1
$
516.0
185.8
103.8
16.4%
5.9%
3.3%

June 29, 2018

3,070.6
522.3
192.3
105.7
17.0%
6.3%
3.4%

Core Revenue Growth
% Change Three-Month
Period Ended June 28,
2019 vs. Comparable 2018
Period

% Change Six- Month Period
Ended June 28, 2019 vs.
Comparable 2018 Period

Total sales growth (GAAP)

4.5%

3.0%

Less the impact of:
Currency exchange rates
Core revenue growth (non-GAAP)

3.0%

3.5%

7.5%

6.5%

Price increases in the segment contributed 0.5% to sales growth on a year-over-year basis during the three-month period ended June 28, 2019, and are
reflected as a component of core revenue growth. Pricing in the segment did not significantly impact sales growth on a year-over-year basis during the sixmonth period ended June 28, 2019.
Core sales in the segment’s clinical lab business increased on a year-over-year basis for both the three and six-month periods ended June 28, 2019 due to
continued demand in the high-growth markets, led by China. The immunoassay and automation product lines drove the core sales growth. During both the
three and six-month periods, core sales increased in the molecular diagnostics business, driven by demand in North America and the high-growth markets.
Core sales in the acute care diagnostic business increased year-over-year in both the three and six-month periods ended June 28, 2019, as demand for both the
blood gas and immunoassay product lines increased sales in China, Western Europe and North America. Core sales in the pathology diagnostics business
grew year-over-year in both the three and six-month periods, as demand for both the core histology and advanced staining product lines increased core sales
in North America, China and Western Europe.
Operating Profit Performance
Operating profit margins decreased 20 basis points during the three-month period ended June 28, 2019 as compared to the comparable period of 2018. The
following factors unfavorably impacted year-over-year operating profit margin comparisons:
•

Incremental year-over-year costs associated with various new product development, sales, service and marketing growth investments, unfavorable
product mix and the impact of foreign currency exchange rates and tariffs in the second quarter of 2019, net of higher 2019 core sales volumes and
incremental year-over-year cost savings associated with the restructuring actions and continuing productivity improvement initiatives taken in 2018
- 20 basis points
37

Source: DANAHER CORP /DE/, 10-Q, July 18, 2019

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Table of Contents
Operating profit margins decreased 60 basis points during the six-month period ended June 28, 2019 as compared to the comparable period of 2018. The
following factors unfavorably impacted year-over-year operating profit margin comparisons:
•

Incremental year-over-year costs associated with various new product development, sales, service and marketing growth investments, unfavorable
product mix and the impact of foreign currency exchange rates in 2019, net of higher 2019 core sales volumes and incremental year-over-year cost
savings associated with the restructuring actions and continuing productivity improvement initiatives taken in 2018 - 60 basis points

DENTAL
The Company’s Dental segment provides products that are used to diagnose, treat and prevent disease and ailments of the teeth, gums and supporting bone,
as well as to improve the aesthetics of the human smile. With leading brand names, innovative technology and significant market position, the Company is a
leading worldwide provider of a broad range of dental consumables, equipment and services, and is dedicated to driving technological innovations that help
dental professionals improve clinical outcomes and enhance productivity. The specialty products and technologies business develops, manufactures and
markets dental implant systems, dental prosthetics and associated treatment software and technologies, as well as orthodontic bracket systems, aligners and
lab products. The equipment and consumables business develops, manufactures and markets dental equipment and supplies used in dental offices, including
digital imaging systems, software and other visualization/magnification systems; handpieces and associated consumables; treatment units and other dental
practice equipment; endodontic systems and related consumables; restorative materials and instruments, rotary burs, impression materials, bonding agents
and cements and infection prevention products.
Dental Selected Financial Data
Three-Month Period Ended
($ in millions)

Sales

June 28, 2019

$

712.1
$
79.5
10.0
22.5
11.2%
1.4%
3.2%

Operating profit
Depreciation
Amortization
Operating profit as a % of sales
Depreciation as a % of sales
Amortization as a % of sales

Six-Month Period Ended

June 29, 2018

733.4
$
104.8
9.8
22.6
14.3%
1.3%
3.1%

June 28, 2019

1,371.8
$
127.7
19.8
45.0
9.3%
1.4%
3.3%

June 29, 2018

1,406.0
155.7
19.7
45.5
11.1%
1.4%
3.2%

Core Revenue Growth
% Change Three-Month
Period Ended June 28,
2019 vs. Comparable 2018
Period

Total sales growth (GAAP)
Less the impact of:
Currency exchange rates
Core revenue growth (non-GAAP)

% Change Six- Month Period
Ended June 28, 2019 vs.
Comparable 2018 Period

(3.0)%

(2.5)%

2.5 %

3.5 %

(0.5)%

1.0 %

Price in the segment negatively impacted sales growth by 1.0% on a year-over-year basis during both the three and six-month periods ended June 28, 2019,
and is reflected as a component of core revenue growth.
Core sales of the equipment and consumables business declined in the three-month period and were essentially flat in the six-month period ended June 28,
2019, as demand in the high-growth markets was offset by lower sales of traditional consumables in the developed markets. Core revenue growth for the
specialty products and technologies business, which consists of implant systems and orthodontic products, was led by high-growth markets, primarily China,
for the three and six-month periods ended June 28, 2019. North America also contributed to core revenue growth in the six-month period. Core sales growth
in the three and six-month periods was driven by demand for orthodontic products due partially to recent product launches as well as by demand for premium
implant systems and equipment in the six-month period.
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In July 2018, the Company announced its intention to spin-off its Dental business (now named Envista), into a separate publicly-traded company. On
February 25, 2019, in connection with the announcement of the GE Biopharma Acquisition, the Company also announced a modification of its plans with
respect to Envista, specifically that it now intends to conduct an initial public offering of Envista shares in the second half of 2019, subject to the satisfaction
of certain conditions, including obtaining final approval from the Danaher Board of Directors, favorable rulings from the Internal Revenue Service (“IRS”)
and other regulatory approvals.
Subsequent to the anticipated Envista IPO, the Company currently intends to distribute to our shareholders all or a portion of our remaining equity interest in
Envista, which may include the spin-off of Envista shares effected as a dividend to all our shareholders, the split-off of Envista shares in exchange for
Danaher shares or other securities, or any combination thereof in one transaction or in a series of transactions (collectively, the “Distribution”). While the
Company currently intends to effect the Distribution, the Company has no obligation to pursue or consummate any further dispositions of our ownership in
Envista, including through the Distribution, by any specified date or at all. If pursued, the Distribution may be subject to various conditions, including
receipt of any necessary regulatory or other approvals, the existence of satisfactory market conditions, and the receipt of an opinion of counsel to the effect
that the separation of Envista in connection with the Envista IPO, together with such Distribution, will be tax-free to the Company and the Company’s
shareholders for U.S. federal income tax purposes. The conditions to the Distribution may not be satisfied; the Company may decide not to consummate the
Distribution even if the conditions are satisfied; or we may decide to waive one or more of these conditions and consummate the Distribution even if all of
the conditions are not satisfied. The Company cannot assure whether or when any such transaction will be consummated or as to the final terms of any such
transaction.
Operating Profit Performance
Operating profit margins decreased 310 basis points during the three-month period ended June 28, 2019 as compared to the comparable period of 2018. The
following factors unfavorably impacted year-over-year operating profit margin comparisons:
•

Lower overall pricing, incremental year-over-year costs associated with sales and marketing growth investments and the impact of foreign currency
exchange rates in the second quarter of 2019, net of higher 2019 core sales volumes, lower spending on productivity initiatives in 2019 and cost
savings associated with productivity initiatives taken in 2018 - 310 basis points

Operating profit margins decreased 180 basis points during the six-month period ended June 28, 2019 as compared to the comparable period of 2018. The
following factors unfavorably impacted year-over-year operating profit margin comparisons:
•

Lower overall pricing and incremental year-over-year costs associated with sales and marketing growth investments, net of higher 2019 core sales
volumes, lower spending on productivity initiatives in 2019 and cost savings associated with productivity initiatives taken in 2018 - 180 basis
points

ENVIRONMENTAL & APPLIED SOLUTIONS
The Company’s Environmental & Applied Solutions segment offers products and services that help protect important resources and keep global food and
water supplies safe. The Company’s water quality business provides instrumentation, services and disinfection systems to help analyze, treat and manage the
quality of ultra-pure, potable, industrial, waste, ground, source and ocean water in residential, commercial, municipal, industrial and natural resource
applications. The Company’s product identification business provides equipment, software, services and consumables for various color and appearance
management, packaging design and quality management, packaging converting, printing, marking, coding and traceability applications on consumer,
pharmaceutical and industrial products.
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Environmental & Applied Solutions Selected Financial Data
Three-Month Period Ended
($ in millions)

Sales

June 28, 2019

$

Operating profit
Depreciation
Amortization
Operating profit as a % of sales
Depreciation as a % of sales
Amortization as a % of sales

1,113.6
$
260.2
12.6
15.4
23.4%
1.1%
1.4%

June 29, 2018

1,091.5
$
251.0
12.1
15.4
23.0%
1.1%
1.4%

Six-Month Period Ended
June 28, 2019

2,170.1
$
504.8
25.0
31.2
23.3%
1.2%
1.4%

June 29, 2018

2,118.6
478.2
23.8
31.0
22.6%
1.1%
1.5%

Core Revenue Growth
% Change Three-Month
Period Ended June 28,
2019 vs. Comparable 2018
Period

Total sales growth (GAAP)
Less the impact of:
Acquisitions
Currency exchange rates
Core revenue growth (non-GAAP)

% Change Six- Month Period
Ended June 28, 2019 vs.
Comparable 2018 Period

2.0 %

2.5 %

(0.5)%
2.5 %

(1.0)%
3.5 %

4.0 %

5.0 %

Price increases in the segment contributed 1.5% to sales growth on a year-over-year basis during both the three and six-month periods ended June 28, 2019,
and are reflected as a component of core revenue growth.
Core sales in the segment’s water quality business increased at a mid-single digit rate during both the three and six-month periods ended June 28, 2019 as
compared to the comparable periods of 2018. Year-over-year core sales in the analytical instrumentation product line grew in the three and six-month
periods, driven by increased demand in North America and Western Europe, partially offset by lower core sales in China as a result of a difficult prior year
comparison. Core revenue growth in the business’ chemical treatment solutions product line for the three and six-month periods was driven by higher
demand in the oil and gas, primary metals, food and beverage, and consumer and industrial end-markets. Geographically, year-over-year core revenue growth
for chemical treatment solutions was driven by increased demand in North America and Latin America. Core sales in the business’ ultraviolet water
disinfection product line increased across all major end-markets during the three and six-month periods, led by the completion of several municipal projects.
Geographically, year-over-year core sales growth for ultraviolet water disinfection products was driven by North America, Western Europe and China.
Core sales in the segment’s product identification businesses increased at a low-single digit rate during the three and six-month periods ended June 28, 2019
as compared to the comparable periods of 2018. Increased demand for marking and coding equipment and related consumables drove core sales growth in
Western Europe, North America and high-growth markets despite a difficult prior year comparison. For packaging and color solutions products and services,
core sales increased in both the three and six-month periods. Geographically, year-over-year core revenue growth for packaging and color solutions products
and services was driven by North America and Western Europe.
Operating Profit Performance
Operating profit margins increased 40 basis points during the three-month period ended June 28, 2019 as compared to the comparable period of 2018.
Second quarter 2019 vs. second quarter 2018 operating profit margin comparisons were favorably impacted by:
•

Higher 2019 core sales volumes, incremental year-over-year cost savings associated with the restructuring actions and continuing productivity
improvement initiatives taken in 2018 and the impact of foreign currency exchange rates in the second quarter of 2019, net of incremental yearover-year costs associated with sales, service and marketing growth investments - 45 basis points
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Second quarter 2019 vs. second quarter 2018 operating profit margin comparisons were unfavorably impacted by:
•

The incremental net dilutive effect in 2019 of acquired businesses - 5 basis points

Operating profit margins increased 70 basis points during the six-month period ended June 28, 2019 as compared to the comparable period of 2018.
Year-to-date 2019 vs. year-to-date 2018 operating profit margin comparisons were favorably impacted by:
•

Higher 2019 core sales volumes, incremental year-over-year cost savings associated with the restructuring actions and continuing productivity
improvement initiatives taken in 2018 and the impact of foreign currency exchange rates in 2019, net of incremental year-over-year costs associated
with sales, service and marketing growth investments - 85 basis points

Year-to-date 2019 vs. year-to-date 2018 operating profit margin comparisons were unfavorably impacted by:
•

The incremental net dilutive effect in 2019 of acquired businesses - 15 basis points

COST OF SALES AND GROSS PROFIT
Three-Month Period Ended
($ in millions)

June 28, 2019

Sales

$

Cost of sales
Gross profit

$

Gross profit margin

5,156.6
(2,279.2)

Six-Month Period Ended

June 29, 2018

$

2,877.4
$
55.8%

4,981.0
(2,163.9)

June 28, 2019

$

2,817.1
$
56.6%

10,036.5
(4,441.1)

June 29, 2018

$

9,676.4
(4,215.7)

5,595.4
$
55.8%

5,460.7
56.4%

The year-over-year increase in cost of sales during both the three and six-month periods ended June 28, 2019 as compared to the comparable periods in 2018
was due primarily to the impact of higher year-over-year sales volumes, including sales from recently acquired businesses, partly offset by incremental yearover-year cost savings associated with the restructuring and continued productivity improvement actions taken in 2018.
The year-over-year decrease in gross profit margins during both the three and six-month periods ended June 28, 2019 as compared to the comparable periods
in 2018 was due to the impact of product mix and higher freight and tariffs costs, partially offset by the impact of higher year-over-year sales volumes,
including sales from recently acquired businesses, increased leverage of certain manufacturing costs and incremental year-over-year cost savings associated
with the restructuring activities and continued productivity improvement actions taken in 2018.
OPERATING EXPENSES
Three-Month Period Ended
($ in millions)

Sales
Selling, general and administrative (“SG&A”) expenses
Research and development (“R&D”) expenses
SG&A as a % of sales
R&D as a % of sales

June 28, 2019

$

5,156.6
$
1,671.8
321.8
32.4%
6.2%

June 29, 2018

4,981.0
$
1,637.9
311.7
32.9%
6.3%

Six-Month Period Ended
June 28, 2019

10,036.5
$
3,355.2
632.6
33.4%
6.3%

June 29, 2018

9,676.4
3,239.8
610.4
33.5%
6.3%

The year-over-year decrease in SG&A expenses as a percentage of sales for both the three and six-month periods ended June 28, 2019 as compared to the
comparable periods in 2018, was primarily driven by the benefit of increased leverage of the Company’s general and administrative cost base resulting from
higher 2019 sales volumes, partially offset by investments in sales and marketing growth initiatives. A provision for legal matters of $36 million also
partially offset the year-over-year decrease in SG&A expenses as a percentage of sales for the six-month period ended June 28, 2019.
Year-over-year, R&D expenses (consisting principally of internal and contract engineering personnel costs) as a percentage of sales decreased slightly for the
three-month period, resulting from higher 2019 sales volumes, and remained constant as a
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percentage of sales for the six-month period ended June 28, 2019 as compared to the comparable period in 2018, as year-over-year increases in the
Company’s new product development initiatives roughly corresponded to the increase in sales.
NONOPERATING INCOME (EXPENSE)
The Company disaggregates the service cost component of net periodic benefit costs of the noncontributory defined benefit pension plans and other
postretirement employee benefit plans and presents the other components of net periodic benefit cost in other income, net. These other components include
the assumed rate of return on plan assets partially offset by amortization of actuarial losses and interest and aggregated to a gain of $6 million and $12
million for the three and six-month periods ended June 28, 2019, respectively, compared to $8 million and $16 million for the three and six-month periods
ended June 29, 2018, respectively.
INTEREST COSTS AND FINANCING
For a discussion of the Company’s outstanding indebtedness, refer to Note 8 to the accompanying Consolidated Condensed Financial Statements.
Interest expense of $21 million and $44 million for the three and six-month periods ended June 28, 2019, respectively, was $23 million lower and $38
million lower than the comparable periods of 2018, respectively, due primarily to the impact of the Company’s cross-currency swap derivatives. In January
2019, the Company entered into cross-currency swap derivative contracts with respect to approximately $1.9 billion of its U.S. dollar-denominated bonds to
effectively convert these U.S. dollar-denominated bonds to obligations denominated in Danish kroner, Japanese yen, euro and Swiss franc. Interest income of
$26 million and $42 million for the three and six-month periods ended June 28, 2019, respectively, was $24 million higher and $38 million higher than the
comparable periods of 2018, respectively, due primarily to higher average cash balances during 2019 attributable to the cash received from the first quarter
2019 Common Stock and Mandatory Convertible Preferred Stock (“MCPS”) Offerings completed in preparation for the GE Biopharma Acquisition. In June
2019, the Company entered into interest rate swap agreements with a notional amount of $850 million which represents a portion of the amount of U.S.
dollar-denominated bonds (with terms ranging from 10 to 30 years) the Company anticipates issuing to finance a portion of the GE Biopharma Acquisition.
These contracts effectively fix the interest rate for a portion of the Company’s anticipated U.S. denominated debt issuance equal to the notional amount of
the swaps to the rate specified in the interest rate swap agreements.
INCOME TAXES
The following table summarizes the Company’s effective tax rate:
Three-Month Period Ended
June 28, 2019

Effective tax rate

18.4%

Six-Month Period Ended

June 29, 2018

19.3%

June 28, 2019

34.1%

June 29, 2018

19.9%

The effective tax rate for the three-month period ended June 28, 2019 differs from the U.S. federal statutory rate of 21.0% principally due to the impact of
earnings outside the United States which generally are taxed at rates lower than the U.S. federal rate. The effective tax rate for the three-month period ended
June 28, 2019 also includes net discrete tax benefits of $15 million ($0.02 per diluted share) from the release of reserves for uncertain tax positions due to the
expiration of statutes of limitation, benefits from changes in tax law in a certain foreign jurisdiction and excess tax benefits from stock-based compensation,
partially offset by charges from audit settlements. These discrete tax benefits decreased the reported tax rate by 1.7%.
The effective tax rate for the six-month period ended June 28, 2019 differs from the U.S. federal statutory rate of 21.0% principally due to the impact of net
discrete charges of $227 million ($0.31 per diluted share) related primarily to changes in estimates associated with prior period uncertain tax positions and
audit settlements, net of the release of reserves for uncertain tax positions due to the expiration of statutes of limitation, release of valuation allowances
associated with certain foreign tax credits, tax benefits resulting from changes in tax law and excess tax benefits from stock-based compensation. These
discrete income tax charges increased the reported tax rate by 14.0%. These charges were partially offset by benefits from the impact of earnings outside the
United States which generally are taxed at rates lower than the U.S. federal rate.
The Company’s effective tax rates for both the three and six-month periods ended June 29, 2018 were slightly lower than the U.S. federal statutory rate of
21.0% due principally to the impact of the Company’s earnings outside the United States which overall are taxed at rates lower than the U.S. federal rate. The
effective tax rate for the three and six-month periods ended June 29, 2018 reflects a U.S. corporate income tax rate of 21.0% from the enactment of the Tax
Cuts and Jobs Act (“TCJA”), partially offset by a new minimum tax on certain non-U.S. earnings as a result of the TCJA. The effective tax rate for the three
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and six-month periods ended June 29, 2018 also includes net tax benefits of $9 million ($0.01 per diluted share) for release of reserves upon the expiration of
statutes of limitation and excess tax benefits from stock-based compensation which were partially offset by increases in estimates associated with prior period
uncertain tax positions and other matters.
The Company conducts business globally, and files numerous consolidated and separate income tax returns in federal, state and foreign jurisdictions. The
non-U.S. countries in which the Company has a significant presence include China, Denmark, Germany, Singapore, Switzerland and the United Kingdom.
The Company believes that a change in the statutory tax rate of any individual foreign country would not have a material effect on the Company’s financial
statements given the geographical dispersion of the Company’s taxable income.
The Company and its subsidiaries are routinely examined by various domestic and international taxing authorities. The IRS has completed the examinations
of substantially all of the Company’s federal income tax returns through 2011 and is currently examining certain of the Company’s federal income tax returns
for 2012 through 2017. In addition, the Company has subsidiaries in Austria, Belgium, Canada, China, Denmark, France, Germany, India, Japan, New
Zealand, Singapore, Sweden, Switzerland and the United Kingdom and various other countries, states and provinces that are currently under audit for years
ranging from 2004 through 2017.
In the fourth quarter of 2018 and in the first quarter of 2019, the IRS proposed significant adjustments to the Company’s taxable income for the years 2012
through 2015 with respect to the deferral of tax on certain premium income related to the Company’s self-insurance programs. For income tax purposes, the
recognition of premium income has been deferred in accordance with U.S. tax laws related to insurance. The IRS is challenging the deferral of premiums for
certain types of insurance policies. The proposed adjustments would increase the Company’s taxable income over the 2012-2015 period by approximately
$2.7 billion. Management believes the positions the Company has taken in its U.S. tax returns are in accordance with the relevant tax laws, intends to
vigorously defend these positions and is currently considering all of its alternatives. Due to the enactment of the TCJA in 2017 and the resulting reduction in
the U.S. corporate tax rate for years after 2017, the Company revalued its deferred tax liabilities related to the temporary differences associated with this
deferred premium income from 35.0% to 21.0%. If the Company is not successful in defending these assessments, the taxes owed to the IRS may be computed
under the previous 35.0% statutory tax rate and the Company may be required to revalue the related deferred tax liabilities from 21.0% to 35.0%, which in
addition to any interest due on the amounts assessed, would require a charge to future earnings. The ultimate resolution of this matter is uncertain, could take
many years and could result in a material adverse impact to the Company’s Consolidated Condensed Financial Statements, including its cash flows and
effective tax rate.
Tax authorities in Denmark have raised significant issues related to interest accrued by certain of the Company’s subsidiaries. On December 10, 2013, the
Company received assessments from the Danish tax authority (“SKAT”) totaling approximately DKK 1.7 billion including interest through June 28, 2019
(approximately $262 million based on the exchange rate as of June 28, 2019), imposing withholding tax relating to interest accrued in Denmark on
borrowings from certain of the Company’s subsidiaries for the years 2004-2009. The Company appealed these assessments to the Danish National Tax
Tribunal in 2014, which appeal has been pending awaiting the outcome of other cases brought to the Court of Justice of the European Union (“CJEU”). The
Company is currently in discussions with SKAT and anticipates receiving an assessment for similar withholding tax matters for the years 2010-2012 and
2013-2015 totaling approximately DKK 1.0 billion and DKK 720 million, respectively, including interest through June 28, 2019 (approximately $155
million and $110 million, respectively, based on the exchange rate as of June 28, 2019). In February 2019, the CJEU decided several other cases related to
Danish withholding tax on dividends and interest. In these cases, the CJEU ruled that the exemption of interest payments from withholding taxes provided in
the applicable EU directive should be denied where taxpayers use the directive for abusive or fraudulent purposes, and that it is up to the national courts to
make this determination. Management believes the positions the Company has taken in Denmark are in accordance with the relevant tax laws and is
vigorously defending its positions. The Company intends on pursuing this matter through the Danish High Court should the appeal to the Danish National
Tax Tribunal be unsuccessful. The Company will continue to monitor decisions of both the Danish courts and the CJEU and evaluate the impact of these
court rulings on the Company’s tax positions in Denmark. The ultimate resolution of this matter is uncertain, could take many years, and could result in a
material adverse impact to the Company’s Consolidated Condensed Financial Statements, including its effective tax rate.
The Company expects its effective tax rate for the remainder of 2019 to be approximately 20.0%. The Company’s effective tax rate could vary as a result of
many factors, including but not limited to the following:
•

The expected rate for the remainder of 2019 includes the anticipated discrete income tax benefits from excess tax deductions related to the
Company’s stock compensation programs, which are reflected as a reduction in tax expense, though the actual benefits (if any) will depend on the
Company’s stock price and stock option exercise patterns.

•

The actual mix of earnings by jurisdiction could fluctuate from the Company’s projection.
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•

The tax effects of other discrete items, including accruals related to tax contingencies, the resolution of worldwide tax matters, tax audit settlements,
statute of limitations expirations and changes in tax regulations.

•

Any future legislative changes or potential tax reform, the impact of future regulations and guidance implementing the TCJA and any related
additional tax planning efforts to address these changes.

As a result of the uncertainty in predicting these items, it is reasonably possible that the actual effective tax rate used for financial reporting purposes will
change in future periods.
COMPREHENSIVE INCOME
For the three and six-month periods ended June 28, 2019, comprehensive income increased $644 million and increased $105 million, respectively, as
compared to the comparable periods of 2018, primarily driven by changes in net earnings and changes in foreign currency translation adjustments in the
periods. Net earnings increased $58 million in the three-month period ended June 28, 2019 versus the three-month period in 2018, and net earnings
decreased $175 million in the six-month period in 2019 versus the comparable period in 2018. For the three and six-month periods ended June 28, 2019, the
Company recorded foreign currency translation losses of $47 million and $57 million, respectively, as compared to foreign currency translation losses of
$641 million and $347 million for the three and six-month periods ended June 29, 2018, resulting in a decrease in losses from foreign currency translation
adjustments of $595 million and $290 million for the three and six-month periods, respectively.
INFLATION
The effect of inflation on the Company’s revenues and net earnings was not significant in the three and six-month periods ended June 28, 2019.
LIQUIDITY AND CAPITAL RESOURCES
Management assesses the Company’s liquidity in terms of its ability to generate cash to fund its operating, investing and financing activities. The Company
continues to generate substantial cash from operating activities and forecasts that its operating cash flow and other sources of liquidity (including the
anticipated financing for the GE Biopharma Acquisition) will be sufficient to allow it to continue investing in existing businesses, consummating strategic
acquisitions and investments (including the anticipated GE Biopharma Acquisition), paying interest and servicing debt and managing its capital structure on
a short and long-term basis.
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Following is an overview of the Company’s cash flows and liquidity ($ in millions):
Overview of Cash Flows and Liquidity
Six-Month Period Ended
($ in millions)

June 28, 2019

Total operating cash flows

$

Cash paid for acquisitions
Payments for additions to property, plant and equipment
Proceeds from sales of property, plant and equipment
Payments for purchases of investments
Proceeds from sale of investments
All other investing activities
Net operating cash used in investing activities

$

1,874.8

June 29, 2018

$

1,864.9

(326.6)
(336.5)
12.1
(92.3)
—
15.9

$

(2,067.8)
(291.7)
1.4
—
22.1
(29.3)

$

(727.4)

$

(2,365.3)

Proceeds from the issuance of common stock in connection with stock-based compensation
Proceeds from the public offering of common stock, net of issuance costs
Proceeds from the public offering of preferred stock, net of issuance costs
Payment of dividends
Net proceeds from borrowings (maturities of 90 days or less)
Net repayments of borrowings (maturities longer than 90 days)
All other financing activities

$

83.0
1,443.2
1,599.6
(233.9)
599.6
(3.9)
(4.8)

$

49.7
—
—
(209.3)
1,030.1
(3.9)
(16.2)

Net operating cash provided by financing activities

$

3,482.8

$

850.4

•

Operating cash flows increased $10 million, or approximately 0.5%, during the six-month period ended June 28, 2019 as compared to the
comparable period of 2018, primarily due to higher net earnings (after excluding the noncash discrete tax charges during the period) and the timing
of payments for income taxes, partially offset by higher cash used for funding trade accounts receivable, inventories and accounts payable during
the period compared to the prior year.

•

On March 1, 2019, the Company completed the underwritten public offering of 12.1 million shares of Danaher common stock at a price to the public
of $123.00 per share resulting in net proceeds of approximately $1.4 billion. Simultaneously, the Company completed the underwritten public
offering of 1.65 million shares of its MCPS resulting in net proceeds of approximately $1.6 billion, after deducting expenses and the underwriters’
discount. The Company intends to use the net proceeds from the Common Stock Offering and the MCPS Offering to fund a portion of the cash
consideration payable for, and certain costs associated with, the GE Biopharma Acquisition.

•

During the six-month period ended June 28, 2019, the Company invested $92 million in strategic non-marketable equity securities.

•

As of June 28, 2019, the Company held approximately $5.4 billion of cash and cash equivalents.

Operating Activities
Cash flows from operating activities can fluctuate significantly from period-to-period as working capital needs and the timing of payments for income taxes,
restructuring activities, pension funding and other items impact reported cash flows.
Operating cash flows were $1,875 million for the first six months of 2019, an increase of $10 million, or approximately 0.5%, as compared to the comparable
period of 2018. The year-over-year change in operating cash flows from 2018 to 2019 was primarily attributable to the following factors:
•

2019 operating cash flows reflected a decrease of $175 million in net earnings for the first six months of 2019 as compared to the comparable period
in 2018. However, included in net earnings for the first six months of 2019 are
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$227 million of net discrete noncash tax charges, which decrease earnings without a corresponding impact to operating cash flows.
•

Net earnings for the first six months of 2019 reflected an increase of $4 million of depreciation and amortization expense as compared to the
comparable period of 2018. Amortization expense primarily relates to the amortization of intangible assets acquired in connection with acquisitions
and increased due to recently acquired businesses. Depreciation expense relates to both the Company’s manufacturing and operating facilities as
well as instrumentation leased to customers under OTL arrangements and increased due primarily to the impact of increased capital expenditures.
Depreciation and amortization are noncash expenses that decrease earnings without a corresponding impact to operating cash flows.

•

The aggregate of trade accounts receivable, inventories and trade accounts payable used $211 million in operating cash flows during the first six
months of 2019, compared to $50 million of operating cash flows provided in the comparable period of 2018. The amount of cash flow generated
from or used by the aggregate of trade accounts receivable, inventories and trade accounts payable depends upon how effectively the Company
manages the cash conversion cycle, which effectively represents the number of days that elapse from the day it pays for the purchase of raw materials
and components to the collection of cash from its customers and can be significantly impacted by the timing of collections and payments in a
period.

•

The aggregate of prepaid expenses and other assets and accrued expenses and other liabilities provided $276 million of operating cash flows during
the first six months of 2019, compared to $154 million of operating cash flows used in the comparable period of 2018. The cash flows provided in
the first six months of 2019 resulted primarily from the noncash discrete tax charges noted above and the timing of cash payments for income taxes.

Investing Activities
Cash flows relating to investing activities consist of cash used for acquisitions and capital expenditures, including instruments leased to customers, cash used
for investments and cash proceeds from divestitures of businesses or assets.
Net cash used in investing activities decreased approximately $1.6 billion in the six-month period ended June 28, 2019 compared to the comparable period
of 2018 primarily as a result of the Company’s acquisition of IDT in the second quarter of 2018. For a discussion of the Company’s acquisitions during the
first six months of 2019 refer to “—Overview”. In addition, for a description of the Company’s pending GE Biopharma Acquisition, refer to Note 3 to the
accompanying Consolidated Condensed Financial Statements; and for a description of the anticipated Envista IPO, refer to Note 4 to the accompanying
Consolidated Condensed Financial Statements.
Capital expenditures are made primarily for increasing capacity, replacing equipment, supporting new product development, improving information
technology systems and the manufacture of instruments that are used in OTL arrangements that certain of the Company’s businesses enter into with
customers. Capital expenditures increased $45 million on a year-over-year basis for the first six months of 2019 compared to 2018 due to increased
investments in operating assets at newly acquired businesses such as IDT and increased investments in facilities and operating assets across the Company. For
the full year 2019, the Company forecasts capital spending to be approximately $750 million, though actual expenditures will ultimately depend on business
conditions.
Financing Activities and Indebtedness
Cash flows relating to financing activities consist primarily of cash flows associated with the issuance and repayments of commercial paper, issuance and
repurchases of common stock, issuance of preferred stock and payments of cash dividends to shareholders. Financing activities provided cash of
approximately $3.5 billion during the first six months of 2019 compared to $850 million of cash provided in the comparable period of 2018. The year-overyear increase in cash provided by financing activities was due primarily to the public offerings of common and preferred stock during the first quarter of
2019, partially offset by lower net proceeds from commercial paper borrowings in 2019 compared to the comparable 2018 period.
For a description of the Company’s outstanding debt as of June 28, 2019, and the Company’s commercial paper programs and credit facilities, refer to Note 8
to the accompanying Consolidated Condensed Financial Statements. As of June 28, 2019, the Company was in compliance with all of its debt covenants.
The Company satisfies any short-term liquidity needs that are not met through operating cash flow and available cash primarily through issuances of
commercial paper under its U.S. dollar and euro-denominated commercial paper programs. Credit support for the commercial paper programs is generally
provided by the Company’s $4.0 billion Credit Facility.
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As of June 28, 2019, Danaher had the ability to incur an additional approximately $1.0 billion of indebtedness in direct borrowings under the Credit Facility,
and/or under outstanding commercial paper facilities (based on aggregate amounts available under the Credit Facility that were not being used to backstop
outstanding commercial paper balances).
For a description of the Company’s anticipated financing of the pending GE Biopharma Acquisition, refer to Note 3 to the accompanying Consolidated
Condensed Financial Statements.
The Company repaid the €600 million aggregate principal amount of the 2019 Euronotes and accrued interest upon their maturity on July 8, 2019 using
proceeds from the issuance of euro-denominated commercial paper. The Company has classified the 2019 Euronotes, the 2020 Assumed Pall Notes and
approximately $2.9 billion of its borrowings outstanding under the euro-denominated commercial paper program as of June 28, 2019 as long-term debt in the
accompanying Consolidated Condensed Balance Sheet as the Company had the intent and ability, as supported by availability under the Credit Facility, to
refinance these borrowings for at least one year from the balance sheet date. As commercial paper obligations mature, the Company may issue additional
short-term commercial paper obligations to refinance all or part of these borrowings.
Common Stock Offering and MCPS Stock Offering
For a description of the Common Stock and MCPS Offerings, refer to Note 14 to the accompanying Consolidated Condensed Financial Statements.
Stock Repurchase Program
For information regarding the Company’s stock repurchase program, please see Part II—Item 2, “Unregistered Sales of Equity Securities and Use of Proceeds”.
Dividends
Aggregate cash payments for dividends on Company common stock during the six-month period ended June 28, 2019 were $234 million. The increase over
the comparable period of 2018 results from an increase in the quarterly dividend rate effective with respect to the dividend paid in the second quarter of 2018
and with respect to the dividend paid in the second quarter of 2019.
In the second quarter of 2019, the Company declared a regular quarterly dividend of $0.17 per share of Company common stock payable on July 26, 2019 to
holders of record on June 28, 2019, reflecting a 6% increase in the per share amount of the Company’s quarterly dividend. In addition, the Company declared
a quarterly cash dividend of $17.681 per share of MCPS payable on July 15, 2019 to holders of record on June 30, 2019.
Cash and Cash Requirements
As of June 28, 2019, the Company held approximately $5.4 billion of cash and cash equivalents that were held on deposit with financial institutions or
invested in highly liquid investment-grade debt instruments with a maturity of 90 days or less with an approximate weighted average annual interest rate of
2.2%. Of this amount, approximately $3.1 billion was held within the United States and approximately $2.3 billion was held outside of the United States. The
Company will continue to have cash requirements to support working capital needs, capital expenditures and acquisitions (including the GE Biopharma
Acquisition), pay interest and service debt, pay taxes and any related interest or penalties, fund its restructuring activities and pension plans as required, pay
dividends to shareholders, repurchase shares of the Company’s common stock and support other business needs. For a description of the Company’s
anticipated financing of the GE Biopharma Acquisition, please refer to Note 3 to the accompanying Consolidated Condensed Financial Statements.
The Company generally intends to use available cash and internally generated funds to meet these cash requirements, but in the event that additional
liquidity is required, particularly in connection with acquisitions (including as noted above in connection with the GE Biopharma Acquisition), the
Company may also borrow under its commercial paper programs or the credit facilities, enter into new credit facilities and either borrow directly thereunder or
use such credit facilities to backstop additional borrowing capacity under its commercial paper programs and/or access the capital markets. The Company
also may from time to time access the capital markets to take advantage of favorable interest rate environments or other market conditions. With respect to the
commercial paper scheduled to mature during the remainder of 2019, the Company expects to repay the principal amounts when due using available cash,
proceeds from the issuance of commercial paper and/or proceeds from other debt issuances.
While repatriation of some cash held outside the United States may be restricted by local laws, most of the Company’s foreign cash could be repatriated to the
United States. Following enactment of the TCJA and the associated Transition Tax, in general,
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repatriation of cash to the United States can be completed with no incremental U.S. tax; however, repatriation of cash could subject the Company to non-U.S.
taxes on distributions. The cash that the Company’s non-U.S. subsidiaries hold for indefinite reinvestment is generally used to finance foreign operations and
investments, including acquisitions. The income taxes, if any, applicable to such earnings including basis differences in our foreign subsidiaries are not
readily determinable. As of June 28, 2019, management believes that it has sufficient sources of liquidity to satisfy its cash needs, including its cash needs in
the United States.
During 2019, the Company’s cash contribution requirements for its U.S. and non-U.S. defined benefit pension plans are forecasted to be approximately $10
million and $50 million, respectively. The ultimate amounts to be contributed depend upon, among other things, legal requirements, underlying asset
returns, the plan’s funded status, the anticipated tax deductibility of the contribution, local practices, market conditions, interest rates and other factors.
CRITICAL ACCOUNTING ESTIMATES
There were no material changes to the Company’s critical accounting estimates described in the Annual Report on Form 10-K for the year ended
December 31, 2018 that have a material impact on the Company’s Consolidated Condensed Financial Statements and the related Notes.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Quantitative and qualitative disclosures about market risk appear in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Financial Instruments and Risk Management,” in the Company’s 2018 Annual Report. There were no material changes during the quarter ended
June 28, 2019 to this information reported in the Company’s 2018 Annual Report.
ITEM 4. CONTROLS AND PROCEDURES
The Company’s management, with the participation of the Company’s President and Chief Executive Officer, and Executive Vice President and Chief
Financial Officer, has evaluated the effectiveness of the Company’s disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of the end of the period covered by this report. Based on such
evaluation, the Company’s President and Chief Executive Officer, and Executive Vice President and Chief Financial Officer, have concluded that, as of the
end of such period, the Company’s disclosure controls and procedures were effective.
There have been no changes in the Company’s internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the
Exchange Act) that occurred during the Company’s most recent completed fiscal quarter that have materially affected, or are reasonably likely to materially
affect, the Company’s internal control over financial reporting.
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PART II - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
For additional information regarding legal proceedings, refer to the section titled “Legal Proceedings” in MD&A in the Company’s 2018 Annual Report on
Form 10-K.
ITEM 1A. RISK FACTORS
There were no material changes during the quarter ended June 28, 2019 to the risk factors reported in the Company’s 2018 Annual Report and the Company’s
Quarterly Report on Form 10-Q for the quarter ended March 29, 2019. Additional information regarding risk factors can be found in “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Information Related to Forward-Looking Statements,” in Part I—Item 2 of this
Form 10-Q, in Part I—Item 1A of the Company’s 2018 Annual Report on Form 10-K and in Part II—Item 1A of the Company’s Quarterly Report on Form 10Q for the quarter ended March 29, 2019.
We may not complete the GE Biopharma Acquisition within the time frame we anticipate or at all; any regulatory approval of the GE Biopharma
Acquisition may be subject to conditions; and the GE Biopharma Acquisition could negatively impact our business, financial statements and stock price.
The GE Biopharma Acquisition discussed above would constitute Danaher’s largest acquisition to date based on purchase price, would expand Danaher’s
business into new segments and involves a number of financial, accounting, managerial, operational, legal, compliance and other risks and challenges,
including the following. Any of these risks or challenges could adversely affect our business, financial statements and stock price.
•

If the GE Biopharma Acquisition is not completed on the anticipated timetable or at all, or if regulatory approval of the acquisition is subject to
conditions, we may fail to realize the anticipated benefits of the GE Biopharma Acquisition on the anticipated timetable or at all.

•

The GE Biopharma Business could under-perform relative to our expectations and the price that we pay or not perform in accordance with our
anticipated timetable, or we could fail to operate such business profitably.

•

The GE Biopharma Acquisition could cause our financial results to differ from our own or the investment community’s expectations in any given
period, or over the long-term.

•

Pre-closing and post-closing earnings charges related to the GE Biopharma Acquisition could adversely impact operating results in any given
period, and the impact may be substantially different from period-to-period.

•

The GE Biopharma Acquisition could create demands on our management, operational resources and financial and internal control systems that we
are unable to effectively address.

•

The GE Biopharma Acquisition could divert management’s attention and other resources, which could have a negative impact on our ability to
manage existing operations or pursue other strategic transactions.

•

We could experience difficulty or greater-than-anticipated costs in integrating the personnel, operations and financial and other controls and
systems of GE Biopharma, and could experience difficulty attracting and retaining key employees and customers.

•

We may be unable to achieve anticipated cost savings or other synergies on the timetable we expect or at all.

•

We may assume unknown liabilities, known contingent liabilities that become realized, known liabilities that prove greater than anticipated,
internal control deficiencies or exposure to regulatory sanctions resulting from GE Biopharma’s activities and the realization of any of these
liabilities or deficiencies may increase our expenses, adversely affect our financial position or cause us to fail to meet our public financial reporting
obligations.

•

The GE Biopharma Purchase Agreement includes provisions relating to purchase price adjustments, which may have unpredictable financial results.

•

As a result of the GE Biopharma Acquisition, we expect to record significant goodwill and other assets on our balance sheet and if we are not able to
realize the value of these assets, we may be required to incur impairment charges.

We have outstanding debt, and our debt will increase as a result of the GE Biopharma Acquisition. Our existing and future indebtedness may limit our
operations and our use of our cash flow and negatively impact our credit ratings; and any
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failure to comply with the covenants that apply to our indebtedness could adversely affect our liquidity and financial statements.
As of June 28, 2019, we had approximately $10.3 billion in outstanding indebtedness and had the ability to incur approximately an additional
approximately $1.0 billion of indebtedness in direct borrowings or under our outstanding commercial paper facility based on the amounts available under
the Company’s $4.0 billion Credit Facility which were not being used to backstop outstanding commercial paper balances. We expect to incur up to
approximately $18 billion of additional indebtedness to fund a portion of the purchase price of the GE Biopharma Acquisition.
Our debt level and related debt service obligations can have negative consequences, including (1) requiring us to dedicate significant cash flow from
operations to the payment of principal and interest on our debt, which reduces the funds we have available for other purposes such as acquisitions and other
investments; (2) reducing our flexibility in planning for or reacting to changes in our business and market conditions; and (3) exposing us to interest rate risk
since a portion of our debt obligations are at variable rates.
We anticipate that the additional indebtedness we expect to incur in connection with the GE Biopharma Acquisition will likely result in a negative change to
our credit ratings and a potential downgrading compared to our credit rating prior to the public announcement of the GE Biopharma Acquisition. This
anticipated reduction in our credit ratings will limit our ability to borrow at interest rates consistent with the interest rates that have been available to us prior
to the GE Biopharma Acquisition. If our credit ratings are further downgraded or put on watch for a further potential downgrade, we may not be able to sell
additional debt securities or borrow money in the amounts, at the times or interest rates or upon the more favorable terms and conditions that might be
available if our current credit ratings were maintained.
Our current revolving credit facility and long-term debt obligations also impose certain restrictions on us, including certain restrictions on our ability to incur
liens on our assets, and a requirement under the revolving credit facility to maintain a consolidated leverage ratio (the ratio of consolidated indebtedness to
consolidated indebtedness plus shareholders’ equity) of 0.65 to 1.0 or less. If we breach any of these restrictions and cannot obtain a waiver from the lenders
on favorable terms, subject to applicable cure periods, the outstanding indebtedness (and any other indebtedness with cross-default provisions) could be
declared immediately due and payable, which would adversely affect our liquidity and financial statements.
If we add new debt in the future, the risks described above would increase.
We intend to conduct an initial public offering of shares of Envista in the second half of 2019. Subsequent to the initial public offering, we intend to
distribute our remaining equity interest in Envista in one or more spin-off and/or split-off transactions. Any or all of these transactions may not be
completed on the currently contemplated timeline or at all and may not achieve the intended benefits.
In July 2018, the Company announced its intention to spin-off Envista into an independent publicly-traded company. On February 25, 2019, in connection
with the announcement of the GE Biopharma Acquisition, the Company also announced a modification of its plans with respect to Envista, specifically that
it now intends to conduct an initial public offering of shares of Envista in the second half of 2019, subject to the satisfaction of certain conditions, including
obtaining final approval from the Danaher Board of Directors, receipt of favorable rulings from the IRS and receipt of other receipt of regulatory approvals.
Subsequent to the Envista IPO, we intend to distribute our remaining equity interest in Envista in one or more spin-off and/or split-off transactions.
Unanticipated developments, including adverse market conditions, possible delays in obtaining various tax rulings, regulatory approvals or clearances,
uncertainty of the financial markets or changes in the Company’s cash requirements, business performance and challenges in establishing infrastructure or
processes, could delay or prevent the proposed Envista IPO and/or any of the other potential transactions described above, or cause the proposed Envista IPO
and/or any of the other potential transactions described above to occur on terms or conditions that are less favorable and/or different than expected. Even if
these transactions are completed, we may not realize some or all of the anticipated benefits therefrom. Expenses incurred to accomplish these transactions
may be significantly higher than what we currently anticipate.
Executing the proposed separation also requires significant time and attention from management, which could distract them from other tasks in operating our
business. We cannot assure you that the Envista IPO and the other transactions described above, if consummated, will yield greater net benefits to Danaher
and its shareholders than if the Envista IPO and other transactions described above had not occurred.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Neither the Company nor any “affiliated purchaser” repurchased any shares of Company common stock during the six-month period ended June 28, 2019. On
July 16, 2013, the Company’s Board of Directors approved a repurchase program (the “Repurchase Program”) authorizing the repurchase of up to 20 million
shares of the Company’s common stock from time to time on the open market or in privately negotiated transactions. There is no expiration date for the
Repurchase Program, and the timing and amount of any shares repurchased under the program will be determined by the Company’s management based on
its evaluation of market conditions and other factors. The Repurchase Program may be suspended or discontinued at any time. Any repurchased shares will be
available for use in connection with the Company’s equity compensation plans (or any successor plans) and for other corporate purposes. As of June 28,
2019, 20 million shares remained available for repurchase pursuant to the Repurchase Program. The Company expects to fund any future stock repurchases
using the Company’s available cash balances or proceeds from the issuance of debt.
During the second quarter of 2019, holders of certain of the Company’s Liquid Yield Option Notes due 2021 (“LYONS”) converted such LYONS into an
aggregate of 369 thousand shares of Danaher common stock, par value $0.01 per share. In each case, the shares of common stock were issued solely to
existing security holders upon conversion of the LYONs pursuant to the exemption from registration provided under Section 3(a)(9) of the Securities Act of
1933, as amended.
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ITEM 6. EXHIBITS
(a) Exhibits:
3.1 Restated Certificate of Incorporation of Danaher Corporation (incorporated by reference from Exhibit 3.1 to Danaher Corporation’s
Quarterly Report on Form 10-Q for the quarter ended June 29, 2012 (Commission File Number: 1-8089))
3.2 Amended and Restated By-laws of Danaher Corporation (incorporated by reference from Exhibit 3.2 to Danaher Corporation’s Current
Report on Form 8-K filed December 6, 2016 (Commission File Number: 1-8089))
3.3 Certificate of Designations of the 4.75% Mandatory Convertible Preferred Stock, Series A, filed with the Secretary of State of the State of
Delaware on February 28, 2019 (incorporated by reference from Exhibit 3.1 to Danaher Corporation’s Current Report on Form 8-K filed
March 1, 2019 (Commission File Number: 1-8089))
31.1 Certification of Chief Executive Officer Pursuant to Item 601(b)(31) of Regulation S-K, As Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002
31.2 Certification of Chief Financial Officer Pursuant to Item 601(b)(31) of Regulation S-K, As Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002
32.1 Certification of Chief Executive Officer, Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002
32.2 Certification of Chief Financial Officer, Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002
101.INS XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded
within the Inline XBRL document.
101.SCH XBRL Taxonomy Extension Schema Document
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF XBRL Taxonomy Extension Definition Linkbase Document
101.LAB XBRL Taxonomy Extension Label Linkbase Document
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
DANAHER CORPORATION
Date:

July 17, 2019

By:

/s/ Matthew R. McGrew
Matthew R. McGrew
Executive Vice President and Chief Financial Officer

Date:

July 17, 2019

By:

/s/ Robert S. Lutz
Robert S. Lutz
Senior Vice President and Chief Accounting Officer

53

Source: DANAHER CORP /DE/, 10-Q, July 18, 2019

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Exhibit 31.1
Certification
I, Thomas P. Joyce, Jr., certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Danaher Corporation;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:
a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
b. designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
c. evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d. disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a. all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
b. any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.
Date:

July 17, 2019

By:

/s/ Thomas P. Joyce, Jr.
Thomas P. Joyce, Jr.
President and Chief Executive Officer
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Exhibit 31.2
Certification
I, Matthew R. McGrew, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Danaher Corporation;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:
a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
b. designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
c. evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d. disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a. all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
b. any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.
Date:

July 17, 2019

By:

/s/ Matthew R. McGrew
Matthew R. McGrew
Executive Vice President and Chief Financial Officer
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Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Thomas P. Joyce, Jr., certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my
knowledge, Danaher Corporation’s Quarterly Report on Form 10-Q for the fiscal quarter ended June 28, 2019 fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in such Quarterly Report on Form 10-Q fairly presents in all
material respects the financial condition and results of operations of Danaher Corporation.
Date:

July 17, 2019

By:

/s/ Thomas P. Joyce, Jr.
Thomas P. Joyce, Jr.
President and Chief Executive Officer

This certification accompanies the Quarterly Report on Form 10-Q pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed filed
for purposes of Section 18 of the Exchange Act, or otherwise subject to the liability of that section. This certification shall not be deemed to be incorporated
by reference into any filing under the Securities Act or the Exchange Act, except to the extent that Danaher Corporation specifically incorporates it by
reference.
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Exhibit 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Matthew R. McGrew, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my
knowledge, Danaher Corporation’s Quarterly Report on Form 10-Q for the fiscal quarter ended June 28, 2019 fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in such Quarterly Report on Form 10-Q fairly presents in all
material respects the financial condition and results of operations of Danaher Corporation.
Date:

July 17, 2019

By:

/s/ Matthew R. McGrew
Matthew R. McGrew
Executive Vice President and Chief Financial Officer

This certification accompanies the Quarterly Report on Form 10-Q pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed filed
for purposes of Section 18 of the Exchange Act, or otherwise subject to the liability of that section. This certification shall not be deemed to be incorporated
by reference into any filing under the Securities Act or the Exchange Act, except to the extent that Danaher Corporation specifically incorporates it by
reference.
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