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Item 2.01. Completion of Acquisition or Disposition of Assets.

On March 17, 2015, Becton, Dickinson and Company, a New Jersey corporation (“BD”), completed the acquisition of CareFusion Corporation, a Delaware corporation
(“CareFusion”). Pursuant to the terms of the previously announced Agreement and Plan of Merger (the “Merger Agreement”), dated as of October 5, 2014, among BD,
CareFusion and Griffin Sub, Inc., a Delaware corporation and wholly-owned subsidiary of BD (“Merger Corp”), Merger Corp merged with and into CareFusion, with
CareFusion as the surviving entity (the “Merger”). As a result of the Merger, CareFusion became a wholly-owned subsidiary of BD.

At the effective time of the Merger, each outstanding share of common stock, par value $0.01 per share, of CareFusion (other than shares, if any, held by BD, Merger
Corp and CareFusion and the shares with respect to which appraisal rights have been properly demanded and not withdrawn in accordance with the Delaware General
Corporation Law) was converted into the right to receive (i) $49.00 in cash, without interest and (ii) 0.0777 of a share of common stock, par value $1.00 per share, of BD ((i)
and (ii) together, the “Merger Consideration”).

The foregoing description of the Merger Agreement and the transactions contemplated thereby is not complete and is subject to and qualified in its entirety by reference
to the Merger Agreement, a copy of which was filed as Exhibit 2.1 to BD’s Current Report on Form 8-K filed with the Securities and Exchange Commission (the “SEC”) on
October 6, 2014 and is incorporated herein by reference.

Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

A portion of the cash component of the Merger Consideration was funded from a borrowing on March 17, 2015 of $1.0 billion under BD’s previously announced 364-
Day Term Loan Agreement, dated December 19, 2014, by and among BD, as borrower, Goldman Sachs Bank USA, as administrative agent and the lenders party thereto (the
“Term Loan”).

Additional information and details regarding the Term Loan are contained in Item 1.01 of BD’s Current Report on Form 8-K filed on December 19, 2014, and the
foregoing description of the Term Loan is qualified in its entirety by reference to the 364-Day Term Loan Agreement, a copy of which was filed as Exhibit 10.1 to BD’s Current
Report on Form 8-K filed with the SEC on December 19, 2014 and is incorporated herein by reference.

Item 7.01. Regulation FD Disclosure.

On March 17, 2015, BD issued a press release announcing the consummation of the Merger. A copy of the press release is attached hereto as Exhibit 99.1 and is
incorporated herein by reference.

The information in this Item 7.01 and in Exhibit 99.1 to this Current Report on Form 8-K is being furnished and shall not be deemed “filed” for purposes of Section 18 of
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities thereof, nor shall it be incorporated by reference into future filings
by BD under the Exchange Act or under the Securities Act of 1933, as amended, except to the extent specifically provided in any such filing.

 
Item 9.01. Financial Statements and Exhibits.

(a) The unaudited consolidated condensed financial statements (and notes thereto) of CareFusion for the six-month periods ended December 31, 2014 and 2013 are filed
herewith as Exhibit 99.2 hereto and incorporated herein by reference.

(b) The unaudited pro forma condensed combined financial information (and notes thereto) of BD giving effect to the Merger and the related financing transactions is filed
herewith as Exhibit 99.3 and incorporated herein by reference.



(d) Exhibits
 
Exhibit

No.   Description of Exhibit

  2.1
  

Agreement and Plan of Merger, dated October 5, 2014, among Becton, Dickinson and Company, CareFusion Corporation and Griffin Sub, Inc. (filed as Exhibit
2.1 to BD’s 8-K on October 6, 2014)

99.1   Press Release, dated March 17, 2015

99.2   Unaudited consolidated condensed financial statements (and notes thereto) of CareFusion for the six-month period ended December 31, 2014 and 2013

99.3   Unaudited pro forma condensed combined financial information (and notes thereto) of BD giving effect to the Merger and the related financing transactions



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 hereunto duly
authorized.
 

BECTON, DICKINSON AND COMPANY
(Registrant)

By: /s/ Gary DeFazio

Name: Gary DeFazio
Title: Vice President and Corporate Secretary

Date: March 17, 2015
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1 Becton Drive
Franklin Lakes, NJ 07417
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News Release

Investors: Monique N. Dolecki
201-847-5378
monique_dolecki@bd.com

Media: Kristen Cardillo
(858) 617-2317
kristen.cardillo@carefusion.com

BECTON DICKINSON COMPLETES ACQUISITION OF CAREFUSION

Franklin Lakes, NJ (March 17, 2015) – Becton, Dickinson and Company (NYSE: BDX) (“BD”) today announced that it completed its acquisition of CareFusion Corporation
(“CareFusion”) pursuant to the terms of its previously announced Agreement and Plan of Merger, dated October 5, 2014 (the “Merger Agreement”).

Vincent A. Forlenza, BD’s Chairman, Chief Executive Officer and President, said, “We are very excited to announce the consummation of the CareFusion acquisition, as it
represents a major milestone in BD’s 118 year history. This acquisition significantly accelerates BD’s strategy and builds scale and depth in medication management and
patient safety solutions. We look forward to the future with confidence as we become one of the largest, global leaders in medical technology and are better positioned to partner
with healthcare providers around the world to provide safer, more economical and improved care.”

Pursuant to the terms of the Merger Agreement, upon completion of the acquisition, CareFusion became a wholly-owned subsidiary of BD and each outstanding share of
common stock, par value $0.01 per share, of CareFusion (other than shares with respect to which appraisal rights have been properly demanded and not withdrawn) was
converted into the right to receive (i) $49.00 in cash, without interest and (ii) 0.0777 of a share of common stock, par value $1.00 per share, of BD. As a result of the completion
of the acquisition, CareFusion shares will cease trading, and will be delisted from, the New York Stock Exchange.



Excluding transaction-related expenses relating to the closing, BD expects the acquisition to have an immaterial impact on the Company’s results of operations in the second
fiscal quarter, which ends on March 31, 2015. The Company will provide an update to its fiscal year 2015 outlook on its second fiscal quarter earnings conference call in May.
Beginning in the second half of fiscal year 2015, BD will report a new Medical segment structure, which will include CareFusion. For more detailed information on BD’s
reporting changes, please refer to the BD Reporting Changes slide presentation available on BD’s website, www.bd.com/investors.

About BD
BD is a leading medical technology company that partners with customers and stakeholders to address many of the world’s most pressing and evolving health needs. Our
innovative solutions are focused on improving medication management and patient safety; supporting infection prevention practices; equipping surgical and interventional
procedures; improving drug delivery; aiding anesthesiology and respiratory care; advancing cellular research and applications; enhancing the diagnosis of infectious diseases
and cancers; and supporting the management of diabetes. We are more than 45,000 associates in 50 countries who strive to fulfill our purpose of “Helping all people live
healthy lives” by advancing the quality, accessibility, safety and affordability of healthcare around the world. In 2015, BD welcomed CareFusion and its products into the BD
family of solutions. For more information on BD, please visit www.bd.com.

Forward-Looking Statements
This release includes forward-looking statements subject to the safe harbor provisions of the federal securities laws. These forward-looking statements include statements
regarding BD’s current expectations regarding the expected benefits of the acquisition of CareFusion, and anticipated future financial and operating performance and results.
Such expectations are based upon certain preliminary information, internal estimates, and management assumptions, expectations, and plans, and are subject to a number of
risks and uncertainties inherent in projecting future conditions, events, and results. Actual results could differ materially from expectations expressed in the forward-looking
statements if one or more of the underlying assumptions or expectations prove to be inaccurate or are unrealized. Important factors that could cause actual results to differ
materially from such expectations are and will be detailed in the company’s filings with the Securities and Exchange Commission (“SEC”). Filings made by BD are available
when filed with the SEC on the BD web site at www.bd.com.
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Exhibit 99.2

PART I – FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CAREFUSION CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
 

   
Quarters Ended

December 31,    
Six Months Ended

December 31,  
(in millions, except per share amounts)   2014   2013    2014   2013  
Revenue   $1,069   $ 922    $1,991   $1,752  
Cost of Products Sold    534    456     999    863  

    

Gross Profit  535   466   992   889  
Selling, General and Administrative Expenses  279   257   544   505  
Research and Development Expenses  49   47   98   95  
Restructuring and Acquisition Integration Charges  32   10   51   21  
Share of Net (Earnings) Loss of Equity Method Investee  (3)  —     (5)  —    

    

Operating Income  178   152   304   268  
Interest Expense and Other, Net  26   21   54   41  

    

Income Before Income Tax  152   131   250   227  
Provision (Benefit) for Income Tax  (21)  34   1   52  

    

Net Income $ 173  $ 97  $ 249  $ 175  
    

PER SHARE AMOUNTS:
Basic Earnings per Common Share:

Basic Earnings per Common Share $ 0.85  $ 0.46  $ 1.22  $ 0.83  
Diluted Earnings per Common Share:

Diluted Earnings per Common Share $ 0.83  $ 0.45  $ 1.20  $ 0.81  
Weighted-Average Number of Common Shares Outstanding:

Basic  204.1   210.5   204.1   212.2  
Diluted  207.3   213.7   207.2   215.5  

See accompanying notes to unaudited condensed consolidated financial statements
 



CAREFUSION CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
 

   
Quarters Ended

December 31,    
Six Months Ended

December 31,  
(in millions)   2014   2013    2014   2013  
Net Income   $ 173   $ 97    $ 249   $ 175  

    

Other Comprehensive Income (Loss), Net of Tax:
Foreign Currency Translation Adjustments  (38)  2   (91)  19  
Unrealized Loss on Minimum Pension Liability  —     —     (1)  —    
Unrealized Gain on Derivatives  —     7   —     11  

    

Comprehensive Income, Net of Tax $ 135  $ 106  $ 157  $ 205  
    

See accompanying notes to unaudited condensed consolidated financial statements
 



CAREFUSION CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
 
(in millions, except per share data)   

December 31,
2014   

June 30,
2014  

ASSETS    
Current Assets:    

Cash and Cash Equivalents   $ 1,846   $ 2,303  
Trade Receivables, Net    517    574  
Current Portion of Net Investment in Sales-Type Leases    228    290  
Inventories, Net    503    441  
Prepaid Expenses    34    29  
Other Current Assets    147    84  

  

Total Current Assets  3,275   3,721  
  

Property and Equipment, Net  435   448  
Net Investment in Sales-Type Leases, Less Current Portion  1,009   970  
Goodwill  3,312   3,311  
Intangible Assets, Net  972   1,016  
Investments in Unconsolidated Entities  104   99  
Other Assets  91   90  

  

Total Assets $ 9,198  $ 9,655  
  

LIABILITIES AND EQUITY
Current Liabilities:

Current Portion of Long-Term Obligations and Other Short-Term Borrowings $ 4  $ 454  
Accounts Payable  177   206  
Deferred Revenue  100   95  
Accrued Compensation and Benefits  168   194  
Other Accrued Liabilities  244   246  

  

Total Current Liabilities  693   1,195  
  

Long-Term Obligations, Less Current Portion  1,988   1,990  
Deferred Income Taxes  610   607  
Other Liabilities  400   473  

  

Total Liabilities  3,691   4,265  
  

Commitments and Contingencies
Stockholders’ Equity:

Preferred Stock (50.0 Authorized Shares; $.01 Par Value) Issued – None  —     —    
Common Stock (1,200.0 Authorized Shares; $.01 Par Value) Issued – 236.6 and 234.5 shares at December 31, 2014 and June 30, 2014,

respectively  2   2  
Treasury Stock, at cost, 32.4 and 30.1 shares at December 31, 2014 and June 30, 2014, respectively  (1,185)  (1,082) 
Additional Paid-In Capital  5,111   5,048  
Retained Earnings  1,714   1,465  
Accumulated Other Comprehensive Loss  (135)  (43) 

  

Total Stockholders’ Equity  5,507   5,390  
  

Total Liabilities and Stockholders’ Equity
$ 9,198  $ 9,655  

  

See accompanying notes to unaudited condensed consolidated financial statements
 



CAREFUSION CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
 

   
Six Months Ended

December 31,  
(in millions)   2014   2013  
Cash and Cash Equivalents at July 1   $2,303   $1,798  

  

Cash Flows from Operating Activities:
Net Income  249   175  
Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities:

Depreciation and Amortization  99   93  
Other Non-Cash Items  52   56  
Change in Operating Assets and Liabilities, Excluding Impact of Acquired Assets and Assumed Liabilities:

Trade Receivables  53   15  
Inventories  (60)  (9) 
Net Investment in Sales-Type Leases  22   59  
Accounts Payable  (30)  (13) 
Other Accrued Liabilities and Operating Items, Net  (179)  (79) 

  

Net Cash Provided by Operating Activities  206  297  
  

Cash Flows from Investing Activities:
Cash Paid for Acquisitions, Net of Cash Received  (37)  (501) 
Additions to Property and Equipment  (49)  (37) 
Other Investing Activities  (4)  (1) 

  

Net Cash Used in Investing Activities  (90)  (539) 
  

Cash Flows from Financing Activities:
Repayment of Current Portion of Long-Term Obligations  (452)  (1) 
Share Repurchase Programs  (111)  (301) 
Proceeds from Stock Option Exercises  34   51  
Other Financing Activities  (2)  (8) 

  

Net Cash Used in Financing Activities  (531)  (259) 
  

Effect of Exchange Rate Changes on Cash  (42)  12  
Net Decrease in Cash and Cash Equivalents  (457)  (489) 

  

Cash and Cash Equivalents at December 31, Attributable to Net Income $1,846  $1,309  
  

Non-Cash Investing and Financing Activities:
Asset Acquired by Entering into Capital Lease $ —    $ 4  

See accompanying notes to unaudited condensed consolidated financial statements
 



CAREFUSION CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

NOTE 1. BASIS OF PRESENTATION

Basis of Presentation. Unless the context otherwise requires, references in these notes to the unaudited condensed consolidated financial statements to “CareFusion
Corporation”, “CareFusion”, “we”, “us”, “our”, “the company” and “our company” refer to CareFusion Corporation and its consolidated subsidiaries. References in these notes
to the unaudited condensed consolidated financial statements to “Cardinal Health” refer to Cardinal Health, Inc., an Ohio corporation, and its consolidated subsidiaries.

We were incorporated in Delaware on January 14, 2009, for the purpose of holding the clinical and medical products businesses of Cardinal Health in anticipation of spinning
off from Cardinal Health. We completed the spinoff from Cardinal Health on August 31, 2009.

The unaudited condensed consolidated financial statements included herein have been prepared in accordance with the U.S. Securities and Exchange Commission (“SEC”)
instructions for Quarterly Reports on Form 10-Q. Accordingly, the condensed consolidated financial statements are unaudited and do not contain all the information required by
U.S. Generally Accepted Accounting Principles (“GAAP”) to be included in a full set of financial statements. The unaudited condensed consolidated balance sheet at June 30,
2014, has been derived from the audited consolidated financial statements at that date but does not include all of the information and footnotes required by GAAP for a
complete set of financial statements. The audited consolidated financial statements for our fiscal year ended June 30, 2014, filed with the SEC with our Annual Report on Form
10-K on August 11, 2014, include a summary of our significant accounting policies and should be read in conjunction with our Form 10-Q, filed with the SEC on February 6,
2015, and the information contained in this Exhibit 99.2. In the opinion of management, all material adjustments necessary to present fairly the results of operations for such
periods have been included herein. All such adjustments are of a normal recurring nature. The results of operations for interim periods are not necessarily indicative of the
results of operations for the entire year.

We have evaluated subsequent events for recognition or disclosure through the date these financial statements were issued.

Our two global operating and reportable segments are Medical Systems and Procedural Solutions, which focus primarily on our medical equipment business lines and
disposable products business lines, respectively:

Medical Systems. The Medical Systems segment is organized around our medical equipment business lines. Within the Medical Systems segment, we operate our Dispensing
Technologies, Infusion Systems and Respiratory Technologies business lines. The Dispensing Technologies business line includes equipment and related services for
medication and supply dispensing. The Infusion Systems business line includes infusion pumps and dedicated disposable infusion sets and accessories. The Respiratory
Technologies business line includes respiratory ventilation and diagnostics equipment and dedicated consumables used during respiratory diagnostics and therapy. We also
include our data mining surveillance service business within the Medical Systems segment, which we report as “Other.”

Procedural Solutions. The Procedural Solutions segment is organized around our disposable products and reusable surgical instruments business lines. Within the Procedural
Solutions segment, we operate our Infection Prevention, Medical Specialties and Specialty Disposables business lines. The Infection Prevention business line includes single-
use skin antiseptic and other patient-preparation products and specialty intravenous (“IV”) infusion valves, administration sets and accessories. The Medical Specialties business
line includes interventional specialty products used for biopsy, drainage and other procedures, as well as reusable surgical instruments. The Specialty Disposables business line
includes non-dedicated disposable ventilator circuits and oxygen masks used for providing respiratory therapy, as well as single-use consumables for respiratory care and
anesthesiology.

New Accounting Pronouncements

ASU 2014-09. In May 2014, the FASB issued ASU 2014-09 - Revenue from Contracts with Customers (“ASU 2014-09”). ASU 2014-09 outlines a single comprehensive model
for accounting for revenue arising from contracts with customers and supersedes most current revenue recognition guidance. ASU 2014-09 requires an entity to recognize
revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for
those goods or services. We will adopt the requirements of ASU 2014-09 once it becomes effective beginning with the Company’s first quarter of fiscal year 2018. We are
currently assessing the impact on our financial condition, results of operations and cash flows as a result of the adoption of ASU 2014-09.
 



CAREFUSION CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
 
NOTE 2. PROPOSED MERGER WITH BECTON, DICKINSON AND COMPANY

On October 5, 2014, we entered into an Agreement and Plan of Merger (the “Merger Agreement”) with Becton, Dickinson and Company, a New Jersey corporation (“BD”), and
Griffin Sub, Inc., a Delaware corporation and wholly owned subsidiary of BD (“Merger Corp”). The Merger Agreement provides, among other things, that, upon the terms and
subject to the conditions set forth therein, Merger Corp will merge with and into our company, with our company surviving as a wholly-owned subsidiary of BD (the “Merger”).
In the Merger, holders of our common stock will receive (i) $49.00 in cash, without interest and (ii) 0.0777 of a share of common stock, par value $1.00 per share, of BD.
Completion of the Merger is subject to customary closing conditions, including, among others, (1) the adoption of the Merger Agreement by our stockholders, (2) declaration of
the effectiveness by the Securities and Exchange Commission (the “SEC”) of the Registration Statement on Form S-4 filed by BD in connection with the registration of the
shares of BD Stock to be issued in the Merger, (3) approval for listing on the New York Stock Exchange of the BD Stock to be issued in the Merger, (4) obtaining antitrust
approvals in the United States and Europe, (5) subject to certain exceptions, the accuracy of the representations and warranties in the Merger Agreement and (6) material
compliance with the obligations under the Merger Agreement.

As of the date hereof, several of the closing conditions have been satisfied. On December 17, 2014, the SEC declared effective the Registration Statement on Form S-4 filed by
BD, and on January 21, 2015, our stockholders voted to adopt the Merger Agreement. In addition, the closing condition related to antitrust approval in the United States was
satisfied on November 19, 2014, when the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended expired.

For additional information related to the Merger Agreement, please refer to our Current Report on Form 8-K filed with the SEC on October 6, 2014 (the “October 6th Form 8-
K”) and our definitive proxy statement related to the Merger filed with the SEC on December 19, 2014, and additional proxy materials filed with the SEC on January 5, 2015.
The foregoing description of the Merger Agreement is qualified in its entirety by reference to the full text of the Merger Agreement attached as Exhibit 2.1 to the October 6th
Form 8-K.
 



CAREFUSION CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
 
NOTE 3. ACQUISITIONS

Acquisition of Vital Signs. On November 18, 2013, we announced the signing of a definitive agreement to acquire the Vital Signs business of General Electric Company’s
Healthcare division (“Vital Signs”) for $500 million. Vital Signs is a leading manufacturer of single-use consumables for respiratory care and anesthesiology, and also markets
products for temperature management and patient monitoring consumables. On December 30, 2013, we acquired the outstanding equity of certain entities included within the
Vital Signs business and other business assets and liabilities in the U.S., China and certain other geographies using approximately $473 million of cash on hand. In March 2014,
we completed additional closings for various countries using approximately $17 million of cash on hand. During the six months ended December 31, 2014, we completed the
closing of the Vital Signs business in Germany, using approximately $8 million of cash on hand. The payment of purchase prices in connection with each closing is subject to
customary closing conditions and regulatory review. The results of operations of all closings completed as of December 31, 2014, for the Vital Signs transaction are included in
the Procedural Solutions segment.

The transaction has been accounted for as a business combination and requires, among other things, that assets acquired and liabilities assumed are recognized at their fair
values as of the acquisition date.

Based on our estimate for the net working capital adjustment, and net of cash and cash equivalents acquired, we determined a net purchase price associated with the fiscal year
2014 and the fiscal year 2015 closings, as set forth below. The following table summarizes the assignment of the net purchase price to the fair values of the tangible and
identifiable intangible assets acquired and liabilities assumed in these closings, based on their estimated fair values at the applicable acquisition date. Balances are reflected in
the accompanying condensed consolidated balance sheets as of December 31, 2014.
 

(in millions)   
Fiscal Year

2014 Closings   
Fiscal Year

2015 Closings 
Cash Paid   $ 492   $ 10  
Cash and Cash Equivalents Acquired, Net of Net Working Capital Adjustments    (2)   —    

    

Net Purchase Price $ 490 $ 10  
 

(in millions)   
Fiscal Year

2014 Closings   
Fiscal Year

2015 Closings 
Trade Receivables   $ 19   $ —    
Inventories    40    7  
Other Current Assets    13    —    
Property and Equipment    37    —    
Intangible Assets    298    —    
Goodwill    230    3  
Current Liabilities and Borrowings    (41)   —    
Deferred Income Taxes    (101)   —    
Other Long-Term Liabilities    (5)   —    

    

Net Assets Acquired $ 490 $ 10  
    

Intangible assets represent customer relationships ($257 million), developed technology ($31 million), and trademarks and patents ($10 million) which have estimated weighted
average useful lives of 20 years, 7 years and 6 years, respectively. The intangible assets have a total estimated weighted average useful life of 18 years. The estimated fair value
of the identifiable intangible assets was determined using the “income based approach,” which is a valuation technique that provides an estimate of the fair value of an asset
based on market participant expectations of the cash flows an asset would generate over its remaining useful life. Some of the more significant assumptions inherent in the
development of those asset valuations include the estimated net cash flows for each year for each asset or product (including net revenues, cost of sales, research and
development expenses, selling and marketing costs and working capital/asset contributory asset charges), the appropriate
 



CAREFUSION CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
 
discount rate to select in order to measure the risk inherent in each future cash flow stream, the assessment of each asset’s life cycle, competitive trends impacting the asset and
each cash flow stream as well as other factors. The discount rates used to arrive at the present value of intangible assets as of the acquisition date ranged from 10.5% to 12.5%
to reflect the internal rate of return and incremental commercial uncertainty in the cash flow projections. No assurances can be given that the underlying assumptions used to
prepare the discounted cash flow analysis will not change. Actual results may vary significantly from estimated results.

Various factors contributed to the establishment of goodwill, including an expanded global footprint and scale, Vital Signs’ history of operating margins and profitability, and
the opportunity for us to generate revenue by supplementing our existing respiratory and anesthesia consumables product portfolios. The goodwill recognized from the Vital
Signs acquisition may be deductible for tax purposes to the extent related to the acquisition of identifiable intangible assets. All goodwill from the Vital Signs acquisition was
assigned to the Procedural Solutions segment.

Deferred income taxes primarily result from fair value adjustments to identifiable intangible assets. In a stock acquisition associated with the purchase of a business, the fair
value adjustments create excess book basis over the tax basis of those assets for which we record deferred income tax liabilities using the statutory tax rate for the jurisdiction in
which the deferred income taxes exist.

For the quarter and six months ended December 31, 2014, revenue associated with Vital Signs was $70 million and $138 million, respectively. Pro forma results of operations
have not been presented because the effect of the acquisition was not material to our unaudited condensed consolidated financial statements.

NOTE 4. INVESTMENTS IN UNCONSOLIDATED ENTITIES

Investments in unconsolidated entities reflect investments that we make from time to time in privately held companies. When an investment allows us to exert significant
influence over the investee, we account for the investment under the equity method, and we record a share of the net earnings of the investee in our consolidated statements of
income. When an investment does not allow us to exert significant influence, and it lacks a readily determinable fair value, we account for the investment under the cost method.
The following table sets forth information relating to these investments:
 

(in millions)   
December 31,

2014    
June 30,

2014  
Equity Method Investments     

Cost   $ 87   $ 87  
Share of Net Earnings of Equity Method Investee    7    3  

    

Carrying Value of Equity Method Investments $ 94 $ 90  
    

Cost Method Investments
Carrying Value of Cost Method Investments $ 10 $ 9  

    

Total Investments in Unconsolidated Entities $ 104 $ 99  
    

As of December 31, 2014, our equity method investments consisted primarily of our investment in Caesarea Medical Electronics Ltd. (“CME”), a global infusion pump
manufacturer. CME, headquartered in Israel, designs, manufactures and markets a range of infusion and syringe pumps as well as related accessories and disposable
administration sets for both homecare and hospital settings. We completed this investment transaction in March 2014 and received a 40 percent non-controlling equity interest in
CME for approximately $86 million, which we funded with existing cash on hand. CME continues to operate independently from us. Additionally, we have the right to increase
our ownership percentage by purchasing an additional 40 percent equity interest of CME (“Call Option”), exercisable any time before March 2017. The seller also has the right
to require CareFusion to acquire the remaining 60 percent of CME (“Put Option”), which is exercisable only upon certain conditions, one of which is if we fail to exercise our
Call Option. The Call Option and Put Option were deemed to be freestanding financial instruments. The Call Option does not meet the definition of a derivative and the Put
Option’s fair value is not significant. The Company determined that CME did not meet the definition of a Variable Interest Entity (“VIE”).
 



CAREFUSION CORPORATION
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NOTE 5. EARNINGS PER SHARE

For the quarters and six months ended December 31, 2014 and 2013, basic earnings per common share is computed by dividing net income by the weighted average number of
common shares outstanding during the period. Diluted earnings per common share is calculated to give effect to all dilutive securities, using the treasury stock method.

The following table sets forth the reconciliation of basic and diluted earnings per share for the quarters and six months ended December 31, 2014 and 2013:
 

   
Quarters Ended

December 31,    
Six Months Ended

December 31,  
(shares in millions)   2014    2013    2014    2013  
Denominator for Basic Earnings per Share    204.1     210.5     204.1     212.2  
Effect of Dilutive Securities:         

Stock Options    2.3     2.1     2.1     2.1  
Restricted Stock Units and Performance Stock Units    0.9     1.1     1.0     1.2  

        

Denominator for Diluted Earnings per Share - Adjusted for Dilutive Securities  207.3   213.7   207.2   215.5  
        

The potentially dilutive stock options, restricted stock units and performance stock units that would have been excluded because the effect would have been antidilutive for the
quarters and six months ended December 31, 2014 were 0.0 million and 0.4 million, respectively, as compared to 2.0 million and 1.7 million for the quarter and six months
ended December 31, 2013, respectively. Basic and diluted earnings per share amounts are computed independently in the unaudited condensed consolidated statements of
income. Therefore, the sum of per share components may not equal the per share amounts presented.

From time to time, our Board of Directors authorizes share repurchase programs for the repurchase of our common stock through open market and private transactions. The
manner and pace of our repurchases under these programs is based on market conditions and other relevant factors. As a result of the proposed merger with BD, we have
suspended repurchases of our common stock under our share repurchase programs.

In August 2013, we announced that our Board of Directors had approved a share repurchase program authorizing the repurchase of up to $750 million of our common stock.
We have repurchased a total of 16.9 million shares of our common stock under this program for an aggregate of $680 million (excluding commissions and fees). Under this
program, we repurchased a total of 2.3 million shares for an aggregate of $103 million (excluding commissions and fees) during the quarter ended September 30, 2014. We did
not repurchase any shares under this program during the quarter ended December 31, 2014.

In August 2014, our Board of Directors authorized the repurchase of an additional $750 million of our common stock through June 2016. We have not repurchased any shares
under this program.
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NOTE 6. RESTRUCTURING AND ACQUISITION INTEGRATION CHARGES

Restructuring liabilities are measured at fair value and recognized as incurred. Acquisition integration charges are expensed as incurred.

The following is a summary of restructuring and acquisition integration charges for the quarters and six months ended December 31, 2014 and 2013:
 

   
Quarters Ended

December 31,    
Six Months Ended

December 31,  
(in millions)   2014    2013    2014    2013  
Restructuring Charges   $ 7   $ 10   $ 17   $ 21  
Acquisition Integration Charges    25    —      34    —    

        

Total Restructuring and Acquisition Integration Charges $ 32 $ 10 $ 51 $ 21  
        

Restructuring Charges

We periodically incur costs to implement restructuring efforts for specific operations, which are recorded within our unaudited condensed consolidated statements of income as
they are incurred. Our restructuring efforts focus on various aspects of operations, including closing and consolidating certain manufacturing operations, rationalizing
headcount, and aligning operations in the most strategic and cost-efficient structure.

The following tables include information regarding our current restructuring programs:
 

   Six Months Ended December 31, 2014  

(in millions)   
Accrued at

June 30, 20141   Accrued Costs   Cash Payments   

Accrued at
December 31,

20141  
Total Restructuring Programs   $ 10    $ 17    $ (19)   $ 8  

        

 
1 Included within “Other Accrued Liabilities” in the unaudited condensed consolidated balance sheets.
 

   Six Months Ended December 31, 2013  

(in millions)   
Accrued at

June 30, 20131   Accrued Costs   Cash Payments   

Accrued at
December 31,

20131  
Total Restructuring Programs   $ 7    $ 21    $ (14)   $ 14  

        

 
1 Included within “Other Accrued Liabilities” in the unaudited condensed consolidated balance sheets.

The following table segregates our restructuring charges into our reportable segments for the quarters and six months ended December 31, 2014 and 2013:
 

   
Quarters Ended

December 31,    
Six Months Ended

December 31,  
(in millions)   2014    2013    2014    2013  
Medical Systems   $ 3    $ 6    $ 10    $ 13  
Procedural Solutions    4     4     7     8  

        

Total Restructuring Charges $ 7  $ 10  $ 17  $ 21  
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Acquisition Integration Charges

Costs of integrating operations of various acquired companies are recorded as acquisition integration charges when incurred. The acquisition integration charges incurred during
the quarter and six months ended December 31, 2014 were primarily costs related to the proposed merger with BD consisting of legal, advisory, and related transaction fees. For
the quarter and six months, acquisition integration charges also include integration charges related to the acquisition of Vital Signs.

Certain restructuring and acquisition costs are based upon estimates. Actual amounts paid may ultimately differ from these estimates. If additional costs are incurred or
recognized amounts exceed costs, such changes in estimates will be recognized when they occur.

NOTE 7. INVENTORIES

Inventories, accounted for at the lower of cost or market on a first-in, first-out basis, consisted of the following:
 

(in millions)   
December 31,

2014    
June 30,

2014  
Raw Materials   $ 170    $ 154  
Work-in-Process    26     26  
Finished Goods    307     261  

    

Inventories, Net $ 503  $ 441  
    

The allowance for excess and obsolete inventories was $51 million and $52 million at December 31, 2014 and June 30, 2014, respectively.

NOTE 8. FINANCING RECEIVABLES

Our net investment in sales-type leases are considered financing receivables. As our portfolio of financing receivables primarily arise from the leasing of our dispensing
equipment, the methodology for determining our allowance for credit losses is based on the collective population and not stratified by class or portfolio segment. Allowances for
credit losses on the entire portfolio are based on historical experience loss rates and the potential impact of anticipated changes in business practices, market dynamics, and
economic conditions. We also reserve individual balances based on the evaluation of customers’ specific circumstances. We write off amounts that are deemed uncollectible.
Financing receivables are generally considered past due 30 days after the billing date. We do not accrue interest on past due financing receivables.
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The change in the allowance for credit losses on financing receivables for the six months ended December 31, 2014, consisted of the following:
 

(in millions)     
Balance of allowance for credit losses at June 30, 2014   $ 6  

Charge-offs    (1) 
Recoveries    —    
Provisions    1  

  

Balance of allowance for credit losses at December 31, 2014 $ 6  
  

The following table summarizes the credit losses and recorded investment in sales-type leases as of December 31, 2014:
 

(in millions)     
Allowance for credit losses:   
Balance at December 31, 2014   $ 6  

  

Balance: individually evaluated for impairment $ 2  
  

Balance: collectively evaluated for impairment $ 4  
  

Net Investment in Sales-Type Leases:
Balance at December 31, 2014 $1,237  

  

Balance: individually evaluated for impairment $ 2  
  

Balance: collectively evaluated for impairment $1,235  
  

NOTE 9. GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill

The following table summarizes the changes in the carrying amount of goodwill:
 

(in millions)   Total  
Balance at June 30, 2014   $3,311  

Goodwill Acquired, Net of Purchase Price Adjustments    20  
Foreign Currency Translation Adjustments    (19) 

  

Balance at December 31, 2014 $3,312  
  

As of December 31, 2014, goodwill for the Medical Systems segment and the Procedural Solutions segment was $2,095 million and $1,217 million, respectively. As of June 30,
2014, goodwill for the Medical Systems segment and the Procedural Solutions segment was $2,107 million and $1,204 million, respectively. The amount set forth above for
goodwill acquired reflects the impact of business acquisitions. See note 3 for further information.
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Intangible Assets

Intangible assets with definite lives are amortized over their useful lives which range from 3 to 20 years. The detail of intangible assets by class is as follows:
 

(in millions)   

Weighted
Average

Life (years)  
Gross

Intangibles   
Accumulated
Amortization   Net Intangibles 

December 31, 2014         
Unamortized Intangibles:         

Trademarks   Indefinite   $ 307    $ —      $ 307  
        

Total Unamortized Intangibles  307   —     307  
Amortized Intangibles:

Trademarks and Patents 10  101   56   45  
Developed Technology 10  444   260   184  
Customer Relationships 18  740   320   420  
Other 6  60   44   16  

        

Total Amortized Intangibles 14  1,345   680   665  
        

Total Intangibles $ 1,652  $ 680  $ 972  
        

June 30, 2014
Unamortized Intangibles:

Trademarks Indefinite $ 307  $ —    $ 307  
        

Total Unamortized Intangibles  307   —     307  
Amortized Intangibles:
Trademarks and Patents 10  100   55   45  
Developed Technology 10  451   245   206  
Customer Relationships 18  741   304   437  
Other 7  61   40   21  

        

Total Amortized Intangibles 14  1,353   644   709  
        

Total Intangibles $ 1,660  $ 644  $ 1,016  
        

Amortization expense is as follows:
 

   
Quarters Ended

December 31,    
Six Months Ended

December 31,  
(in millions)   2014    2013    2014    2013  
Amortization Expense   $ 22    $ 18    $ 44    $ 37  

Amortization expense for each of the next five fiscal years is estimated to be:
 
(in millions)   2015   2016   2017   2018   2019 
Amortization Expense   $ 88    $ 84    $ 77    $ 67    $ 45  
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NOTE 10. RECLASSIFICATIONS OUT OF ACCUMULATED OTHER COMPREHENSIVE INCOME

The summary of activity of comprehensive income (loss) for the quarter and six months ended December 31, 2014 and 2013, is as follows:
 
   Quarter Ended December 31, 2014   Six Months Ended December 31, 2014  

(in millions)   
Before-Tax

Amount   

Tax
(Expense)
or Benefit   

Net-of-Tax
Amount   

Before-Tax
Amount   

Tax
(Expense)
or Benefit   

Net-of-Tax
Amount  

Foreign Currency Translation Adjustments:          
Translation Adjustments Arising During the Period   $ (38) $ —      $ (38)  $ (92)  $ 1    $ (91) 
Reclassification Adjustments Recognized in Net Income    —     —       —      —      —       —    

      

Net Foreign Currency Translation Adjustments  (38)  —     (38)  (92)  1   (91) 
      

Minimum Pension Liability:
Net Loss on Minimum Pension Liability Arising During the Period  —    —     —     (1)  —     (1) 
Reclassification Adjustments Recognized in Net Income  —    —     —     —     —     —    

      

Net Loss on Minimum Pension Liability  —    —     —     (1)  —     (1) 
      

Total Other Comprehensive Income (Loss) $ (38) $ —    $ (38) $ (93) $ 1  $ (92) 
      

 
   Quarter Ended December 31, 2013    Six Months Ended December 31, 2013  

(in millions)   
Before-Tax

Amount    

Tax
(Expense)
or Benefit  

Net-of-Tax
Amount    

Before-Tax
Amount    

Tax
(Expense)
or Benefit  

Net-of-Tax
Amount  

Foreign Currency Translation Adjustments:           
Translation Adjustments Arising During the Period   $ 2   $ —    $ 2   $ 21   $ (2) $ 19  
Reclassification Adjustments Recognized in Net Income    —      —     —      —      —     —    

        

Net Foreign Currency Translation Adjustments  2  —    2  21  (2)  19  
        

Interest Rate Swaps:
Unrealized Gain (Loss) Arising During the Period  11  (4)  7  18  (7)  11  
Reclassification Adjustment Recognized in Net Income  —    —    —    —    —    —    

        

Net Gain (Loss) on Interest Rate Swaps  11  (4)  7  18  (7)  11  
        

Total Other Comprehensive Income (Loss) $ 13 $ (4) $ 9 $ 39 $ (9) $ 30  
        

Reclassification adjustment gains and losses are included in the unaudited condensed consolidated statements of income in “Interest Expense and Other, Net”.
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NOTE 11. BORROWINGS

Borrowings consisted of the following:
 

(in millions)   
December 31,

2014    
June 30,

2014  
Senior Notes due 2014, 5.125% Less Unamortized Discount of $0.0 million at December 31,

2014 and $0.1 million at June 30, 2014, Effective Rate 5.360%   $ —      $ 450  
Senior Notes due 2019, 6.375% Less Unamortized Discount of $8.6 million at December 31,

2014 and $9.4 million at June 30, 2014, Effective Rate 6.601%    691     691  
Senior Notes due 2023, 3.300% Less Unamortized Discount of $1.9 million at December 31,

2014 and $2.0 million at June 30, 2014, Effective Rate 3.311%    298     298  
Senior Notes due 2017, 1.450% Less Unamortized Discount of $1.4 million at December 31,

2014 and $1.7 million at June 30, 2014, Effective Rate 1.498%    299     298  
Senior Notes due 2024, 3.875% Less Unamortized Discount of $3.1 million at December 31,

2014 and $3.2 million at June 30, 2014, Effective Rate 3.895%    397     397  
Senior Notes due 2044, 4.875% Less Unamortized Discount of $4.6 million at December 31,

2014 and $4.7 million at June 30, 2014, Effective Rate 4.919%    295     295  
Euro Denominated Debt, Interest Averaging 3.52% at both December 31, 2014 and June 30,

2014, Due in Varying Installments through 2020    8     10  
Other Obligations; Interest Averaging 8.86% at December 31, 2014 and 8.07% at June 30,

2014, Due in Varying Installments through 2017    4     5  
    

Total Borrowings  1,992   2,444  
Less: Current Portion  4   454  

    

Long-Term Portion $ 1,988  $ 1,990  
    

Senior Unsecured Notes. We have outstanding unsecured senior obligations, including those indicated as “Senior Notes” in the borrowings table above (collectively, the
“Senior Notes”). The Senior Notes are unsecured obligations and the discount on sale of the Senior Notes is amortized to interest expense utilizing the effective interest rate
method. The indentures under which the Senior Notes were issued contain customary covenants, all of which we were in compliance with at December 31, 2014. We use the net
proceeds from the sale of these Senior Notes for general corporate purposes, which include the repayment of our existing indebtedness.

On August 1, 2014, we used $450 million of our cash balances to repay upon maturity the $450 million aggregate principal amount of 5.125% senior notes due 2014.

For additional information regarding the terms of the Senior Notes, refer to note 13 to the audited consolidated financial statements included in our 2014 Annual Report on
Form 10-K for the fiscal year ended June 30, 2014, filed with the SEC on August 11, 2014.

Euro Denominated Debt. In connection with our acquisition of Rowa in August 2011, we assumed a 9 million Euro debt facility comprised of four tranches with annual interest
rates ranging from 2.65% to 3.75%. These loans are subject to certain customary covenants and payable in quarterly or semi-annual installments, with the final payment due in
September 30, 2020. The aggregate outstanding balance on these loans was $8 million and $10 million at December 31, 2014 and June 30, 2014, respectively.

Revolving Credit Facility. We maintain a $750 million senior unsecured revolving credit facility which is set to mature on February 13, 2019. The credit facility, subject to
certain conditions, provides us the option to increase the commitments by up to $250 million. At both December 31, 2014 and June 30, 2014, we had no amounts outstanding
under the credit facility.

Borrowings under the credit facility bear interest at a rate per annum that is comprised of a reference rate, which is generally based upon the British Bankers Association
LIBOR Rate, Federal Funds Rate, or prime rate, plus an applicable margin, which varies based upon CareFusion’s debt ratings. The credit facility also requires us to pay a
quarterly commitment fee to
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the lenders under the credit facility on the amount of the lender’s unused commitments thereunder based upon CareFusion’s debt ratings. The credit facility also contains
several customary covenants, all of which we were in compliance with at December 31, 2014. While entering into the Merger Agreement constituted an event of default under
the credit facility, we obtained a waiver for this event of default from the lenders under the credit facility. For additional information regarding the terms of the credit facility,
refer to note 13 to the audited consolidated financial statements included in our 2014 Annual Report on Form 10-K, filed with the SEC on August 11, 2014.

Other Borrowings. We maintain other borrowings that consist primarily of additional notes, loans and capital leases, which totaled $4 million and $5 million at December 31,
2014 and June 30, 2014, respectively. Obligations related to capital leases are secured by the underlying assets.

Letters of Credit and Bank Guarantees. At December 31, 2014 and June 30, 2014, we had $20 million and $23 million, respectively, of letters of credit and bank guarantees
outstanding.
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NOTE 12. INCOME TAXES

The effective tax rate was -14.1% and 0.4% for the quarter and six months ended December 31, 2014, respectively, as compared to 26.0% and 22.8% for the quarter and six
months ended December 31, 2013, respectively.

The difference between the effective tax rate for the quarter and six months ended December 31, 2014, and the U.S. federal statutory rate of 35% is attributable to the favorable
impact of settlements with tax authorities, the remeasurement of prior year uncertain tax benefits, and foreign earnings taxed at less than the U.S. statutory rate partially offset
by unfavorable adjustments related to the United States taxation of certain foreign earnings as Subpart F income.

During the quarter ended December 31, 2010, we received an IRS Revenue Agent’s Report for fiscal years 2006 and 2007 that included Notices of Proposed Adjustment for
additional taxes related to transfer pricing arrangements between foreign and domestic subsidiaries. Additionally, during the quarter ended September 30, 2014, we received an
IRS Revenue Agent’s Report for fiscal years 2008 and 2009 that included Notices of Proposed Adjustment for additional taxes related to certain foreign earnings. We and
Cardinal Health disagree with the IRS regarding its application of the United States Treasury regulations to the arrangements under review and the valuations underlying such
adjustments and intend to vigorously contest them. The tax matters agreement that we entered into with Cardinal Health in connection with the spinoff generally provides that
the control of audit proceedings and payment of any additional liability related to our business is our responsibility. We are currently before the IRS Appeals office for fiscal
years 2006 and 2007, and continue to engage in substantive discussions related to these fiscal years. We expect to appeal the Notices of Proposed Adjustment for fiscal years
2008 and 2009.

During the quarter ended December 31, 2014, we entered into a settlement with the IRS in connection with an IRS Revenue Agent’s Report for the short period September 1,
2009 through June 30, 2010 that included Notices of Proposed Adjustment for additional taxes related to various matters. As a part of the settlement, we agreed to pay $4
million ($3 million, net of tax) including $1 million of interest to resolve certain matters included in the Notices of Proposed Adjustment. As a result of this settlement, we
remeasured prior year uncertain tax benefits which resulted in a $54 million benefit, the impact of which is included in our financial results for the quarter ended December 31,
2014. The IRS Revenue Agent’s Report for the short period September 1, 2009, through June 30, 2010 included Notices of Proposed Adjustment for additional taxes related to
certain foreign earnings. We disagree with the IRS regarding its application of the United States Treasury regulations to the arrangements under review and we expect to appeal
this Notice of Proposed Adjustment.

We are currently subject to IRS audits for fiscal years 2011 through 2013.

It is reasonably possible that the amount of unrecognized tax benefits will significantly change due to one or more of the following events in the next twelve months: expiring
statutes, audit activity, tax payments, other activity, or final decisions in matters that are the subject of controversy in various taxing jurisdictions in which we operate. The
majority of this possible change relates to issues involving transfer pricing among our subsidiaries. Depending upon open tax examinations and/or the expiration of applicable
statutes of limitation, we believe that the total amount of unrecognized tax benefits may decrease in an amount up to $100 million a portion of which, if recognized upon audit
settlement, statute expiration, or other activity, would affect the 2015 effective tax rate.

We believe that we have provided adequate tax reserves for these matters. However, if upon the conclusion of these audits, the ultimate determination of taxes owed is for an
amount that is materially different than our current reserves, our overall tax expense and effective tax rate may be materially impacted in the period of adjustment.
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NOTE 13. COMMITMENTS AND CONTINGENCIES

In addition to commitments and obligations in the ordinary course of business, we are subject to various claims, other pending and potential legal actions for damages,
investigations relating to governmental laws and regulations and other matters arising out of the normal conduct of our business. We assess contingencies to determine the
degree of probability and range of possible loss for potential accrual or disclosure in our consolidated financial statements. An estimated loss contingency is accrued in our
consolidated financial statements if it is probable that a liability has been incurred and the amount of the loss can be reasonably estimated. Because litigation is inherently
unpredictable and unfavorable resolutions could occur, assessing contingencies is highly subjective and requires judgments about future events. When evaluating contingencies,
we may be unable to provide a meaningful estimate due to a number of factors, including the procedural status of the matter in question, the presence of complex or novel legal
theories, and/or the ongoing discovery and development of information important to the matters. In addition, damage amounts claimed in litigation against us may be
unsupported, exaggerated or unrelated to reasonably possible outcomes, and as such are not meaningful indicators of our potential liability. We regularly review contingencies
to determine the adequacy of our accruals and related disclosures. The amount of ultimate loss may differ from these estimates. It is possible that cash flows, financial position,
or results of operations could be materially affected in any particular period by the unfavorable resolution of one or more of these contingencies. Whether any losses finally
determined in any claim, action, investigation or proceeding could reasonably have a material effect on our business and financial condition will depend on a number of
variables, including: the timing and amount of such losses; the structure and type and significance of any remedies; and the unique facts and circumstances of the particular
matter that may give rise to additional factors.

Administrative Subpoenas. In April 2011, we received a federal administrative subpoena from the U.S. Department of Justice (“Department of Justice”) through the U.S.
Attorney for the District of Kansas. In addition, in September 2011, we received a federal administrative subpoena from the Office of Inspector General (“OIG”) of the
Department of Health and Human Services. In August 2012, we received another federal subpoena from the Department of Justice containing additional information requests.
All three subpoenas requested documents and other materials that related primarily to our sales and marketing practices for our ChloraPrep skin preparation product and
information regarding our relationships with healthcare professionals. In April 2013, we announced that we had reached an agreement in principle to pay the government
approximately $41 million to resolve the government’s allegations. In connection with these matters, we also entered into a non-prosecution agreement and agreed to continue to
cooperate with the government. During the year ended June 30, 2013, we recorded a charge to establish a reserve for the amount of the expected payment. In January 2014, we
entered into a final settlement agreement with the government, and we paid the settlement.

FDA Consent Decree. We are operating under an amended consent decree with the FDA related to our infusion pump business in the United States. We entered into a consent
decree with the FDA in February 2007 related to our Alaris SE pumps, and in February 2009, we and the FDA amended the consent decree to include all infusion pumps
manufactured by or for CareFusion 303, Inc., our subsidiary that manufactures and sells infusion pumps in the United States. The amended consent decree does not apply to
intravenous administration sets and accessories.

While we remain subject to the amended consent decree, which includes the requirements of the consent decree, we have made substantial progress in our compliance efforts. In
accordance with the consent decree, we reconditioned Alaris SE pumps that had been seized by the FDA, remediated Alaris SE pumps in use by customers, and had an
independent expert inspect the Alaris SE pump facilities and provide a certification to the FDA as to compliance. As a result of these efforts, in January 2010, we announced
that the FDA had given us permission to resume the manufacturing and marketing of our Alaris SE pumps. In accordance with the amended consent decree, and in addition to
the requirements of the original consent decree, we also implemented a corrective action plan to bring the Alaris System and all other infusion pumps in use in the United
States market into compliance, had our infusion pump facilities inspected by an independent expert, and had our recall procedures and all ongoing recalls involving our infusion
pumps inspected by an independent recall expert. In July 2010, the FDA notified us that we could proceed to the audit inspection phase of the amended consent decree, which
included the requirement to retain an independent expert to conduct periodic audits of our infusion pump facilities over a four-year period. While we are no longer subject to
these periodic audits, the FDA maintains the ability to conduct inspections of our infusion pump facilities. In addition, the amended consent decree authorizes the FDA, in the
event of any violations in the future, to order us to cease manufacturing and distributing, recall products and take other actions. We may be required to pay damages of $15,000
per day per violation if we fail to comply with any provision of the amended consent decree, up to $15 million per year.
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We cannot currently predict the outcome of this matter, whether additional amounts will be incurred to resolve this matter, if any, or the matter’s ultimate impact on our
business. We may be obligated to pay more costs in the future because, among other things, the FDA may determine that we are not fully compliant with the amended consent
decree and therefore impose penalties under the amended consent decree, and/or we may be subject to future proceedings and litigation relating to the matters addressed in the
amended consent decree. As of December 31, 2014, we do not believe that a loss is probable in connection with the amended consent decree, and accordingly, we have no
reserves associated with compliance with the amended consent decree.

Other Matters. In addition to the matters described above, we also become involved in other litigation and regulatory matters incidental to our business. These matters arise in
the ordinary course and conduct of our business, and at times, as a result of our mergers, acquisitions and divestitures. They include, but are not limited to, product liability
claims, employment matters, commercial disputes, intellectual property matters, inclusion as a potentially responsible party for environmental clean-up costs, and employment
matters. As a result of the proposed Merger with BD, we are also subject to putative class action lawsuits in Delaware and California challenging the proposed merger
transaction. On December 31, 2014, we entered into a memorandum of understanding providing for the settlement of the Delaware actions. If the proposed settlement is finally
approved by the Delaware Court of Chancery, it will release all claims in all actions, including the Delaware actions and California actions, that were or could have been brought
challenging any aspect of the proposed merger or the merger agreement and any disclosure made in connection therewith (excluding any demand for appraisal under
Section 262 of the General Corporation Law of the State of Delaware). The impact of the settlements is not expected to be material to our consolidated financial statements.

We may also determine that products manufactured or marketed by us, or our sales and marketing practices for such products, do not meet our specifications, published
standards or regulatory requirements. When a quality or regulatory issue is identified, we investigate the issue and take appropriate corrective action. We may be required to
report such issues to regulatory authorities, which could result in fines, sanctions or other penalties. In some cases, we may also withdraw a product from the market, correct a
product at the customer location, notify the customer of revised labeling and take other actions. We have recalled, and/or conducted field alerts relating to, certain of our
products from time to time. These activities can lead to costs to repair or replace affected products, temporary interruptions in product sales and action by regulators, and can
impact reported results of operations. We currently do not believe that these activities (other than those specifically disclosed herein) have had or will have a material adverse
effect on our business or results of operations.

NOTE 14. FINANCIAL INSTRUMENTS

We use derivative instruments to partially mitigate our business exposure to foreign currency exchange and interest rate risk. We may enter into foreign currency forward
contracts to offset some of the foreign exchange risk of expected future cash flows on certain forecasted revenues and expenses and on certain assets and liabilities. We hedge
foreign currency exposure up to a maximum period of twelve months. We may also enter into interest rate swap agreements to manage variability of expected future cash flows
and interest expense related to our existing debt, and future debt issuances.

We had no derivatives designated as hedging instruments as of December 31, 2014 and June 30, 2014.

Cash Flow Hedges. We may enter into foreign currency forward contracts to protect the value of anticipated foreign currency revenues and expenses associated with certain
forecasted transactions. We also enter into interest rate swap contracts to manage the variability of expected future cash flows from changing interest rates. These derivative
instruments are designated and qualify as cash flow hedges. Accordingly, the effective portion of the gain (loss) on the derivative instrument is reported as a component of
Accumulated Other Comprehensive Income (“AOCI”) and reclassified into earnings in the same line item associated with the forecasted transaction and in the same period
during which the hedged transaction affects earnings. The ineffective portion of the gain (loss) on the derivative instrument is recognized in earnings immediately. The impact
of interest rate swap contract and foreign currency forward contract cash flow hedges is included in the unaudited condensed consolidated statements of cash flows in “Other
Accrued Liabilities and Operating Items, Net”.
 



CAREFUSION CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
 
No foreign currency forward contracts were outstanding at December 31, 2014 and June 30, 2014.

No interest rate swap contracts were outstanding at December 31, 2014 and June 30, 2014.

The amounts reclassified from AOCI to the consolidated statements of income related to the interest rate swaps, which were settled in May 2014, were not material for the
quarters and six months ended December 31, 2014 and 2013.

Fair Value (Non-Designated) Hedges. We enter into foreign currency forward contracts to manage foreign exchange exposure related to intercompany financing transactions
and other balance sheet items subject to revaluation that do not meet the requirements for hedge accounting treatment. Accordingly, these derivative instruments are adjusted to
current market value at the end of each period. The gain (loss) recorded on these instruments is substantially offset by the remeasurement adjustment on the foreign currency
denominated asset or liability. The settlement of the derivative instrument and the remeasurement adjustment on the foreign currency denominated asset or liability are both
recorded in the unaudited condensed consolidated statements of income in “Interest Expense and Other, Net”. The maximum period of time that we hedge exposure for foreign
currency fair value hedges is 31 days.

The following table summarizes the notional amount of the fair value hedges outstanding as of December 31, 2014 and June 30, 2014:
 

(in millions)   
December 31,

2014    
June 30,

2014  
Foreign Currency Forward Contracts   $ 77    $ 60  

    

The following table summarizes the gain (loss) recognized in earnings for fair value hedges outstanding for the quarters and six months ended December 31, 2014 and 2013:
 

   
For the Quarters Ended

December 31,    
For the Six Months

Ended December 31,  
(in millions)   2014    2013    2014    2013  
Foreign Currency Forward Contracts   $ 2   $ —     $ 4   $ (2) 

        

 



CAREFUSION CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
 
NOTE 15. FAIR VALUE MEASUREMENTS

Assets and Liabilities Measured at Fair Value on a Recurring Basis. The following table presents information about our financial assets and liabilities that are measured at
fair value on a recurring basis, and indicates the fair value hierarchy of the valuation techniques we utilize to determine such fair value as of December 31, 2014 and June 30,
2014:
 

   As of December 31, 2014  
(in millions)   Total    Level 1    Level 2   Level 3 
Financial Assets:         

Cash Equivalents   $1,494    $1,494    $ —      $ —    
Other Investments    28     24     4     —    

        

Total Financial Assets $1,522  $1,518  $ 4  $ —    
        

Financial Liabilities:
Contingent Consideration $ 2  $ —    $ —    $ 2  

        

Total Financial Liabilities $ 2  $ —    $ —    $ 2  
        

   As of June 30, 2014  
(in millions)   Total    Level 1    Level 2   Level 3 
Financial Assets:         

Cash Equivalents   $1,988    $1,988    $ —      $ —    
Other Investments    25     22     3     —    

        

Total Financial Assets $2,013  $2,010  $ 3  $ —    
        

Financial Liabilities:
Contingent Consideration $ 8  $ —    $ —    $ 8  

        

Total Financial Liabilities $ 8  $ —    $ —    $ 8  
        

The cash equivalents balance is comprised of highly liquid investments purchased with a maturity of three months or less from the original purchase date. The other investments
balance includes investments in mutual funds classified as “Other Assets” in the unaudited condensed consolidated balance sheets, all related to our deferred compensation plan.
Both the cash equivalents and other investments classified as Level 1 were valued based on quoted market prices for identical instruments. Assets classified as Level 2 relate to a
portion of other investments not classified as Level 1. The fair value of other investments classified as Level 2 is determined based on quoted market prices for similar
instruments or observable inputs other than quoted market prices. The amount of assets classified as Level 3 at December 31, 2014 and June 30, 2014 were not material.
Liabilities classified as Level 3 relate to business combination contingent consideration arrangements and are recorded within either “Other Accrued Liabilities” or “Other
Liabilities” in the unaudited condensed consolidated balance sheets based on the timing of the associated underlying payments. The corresponding purchase agreements require
future payments based on the achievement of certain post-combination performance metrics of the acquired businesses, such as net revenues, gross profit, or date of first
commercial sale and are summarized in the table below for the quarter ended December 31, 2014.
 



CAREFUSION CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
 
The following table summarizes the changes in liabilities classified as contingent consideration:
 

(in millions)   Total  
Future Gross Expected Payments at June 30, 2014   $ 16  

  

Carrying Value at June 30, 2014 $ 8  
Acquisition Date Fair Value of Contingent Consideration  2  
Change in Fair Value Included in Expense  (8) 
Payments  —    

  

Carrying Value at December 31, 2014 $ 2  
  

Future Gross Expected Payments at December 31, 2014 $ 2  
  

Other Instruments. The estimated fair value of our long-term obligations and other short-term borrowings was $2,145 million and $2,588 million as of December 31, 2014 and
June 30, 2014, respectively, as compared to the net carrying amounts of $1,992 million and $2,444 million at December 31, 2014 and June 30, 2014, respectively. The fair value
of our senior notes at December 31, 2014 and June 30, 2014 was based on quoted market prices, which involved the use of Level 1 inputs. The fair value of the other
obligations at December 31, 2014 and June 30, 2014, was based on the quoted market prices for either the same or similar debt, which involved the use of observable Level 2
inputs. The fair value of the Rowa debt facility at December 31, 2014 and June 30, 2014 were determined using a discounted cash flow analysis, which approximated its
carrying value. We considered the interest rates of European instruments with similar maturity dates, which involved the use of significant unobservable Level 3 inputs. See
note 11 for further information.

NOTE 16. PRODUCT WARRANTIES

We offer warranties on certain products for various periods of time. We accrue for the estimated cost of product warranties at the time revenue is recognized. Our product
warranty liability reflects management’s best estimate of probable liability based on current and historical product sales data and warranty costs incurred.

The tables below summarize the changes in the carrying amount of the liability for product warranties for the quarters ended December 31, 2014 and 2013:
 

(in millions)     
Balance at June 30, 2014   $16  
Warranty Accrual    8  
Warranty Claims Paid    (6) 
Adjustments to Preexisting Accruals    (2) 

  

Balance at December 31, 2014 $16  
  

 
(in millions)     
Balance at June 30, 2013   $18  
Warranty Accrual    5  
Warranty Claims Paid    (4) 
Adjustments to Preexisting Accruals    (4) 

  

Balance at December 31, 2013 $15  
  

As of December 31, 2014 and 2013, approximately $2 million and $4 million, respectively, of the ending liability balances related to accruals for product recalls.
 



CAREFUSION CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
 
NOTE 17. SEGMENT INFORMATION

Our operations are principally managed on a products and services basis, and the Medical Systems and Procedural Solutions segments focus primarily on our medical
equipment business lines and disposable products business lines, respectively.

We report segment information based on the management approach. The management approach designates the internal reporting used by the Chief Operating Decision Maker
(“CODM”), for making decisions and assessing performance as the source of our reportable segments. The CODM is our Chief Executive Officer. The CODM allocates
resources to and assesses the performance of each operating segment using information about its revenues and operating income (loss) before interest and taxes. We have
determined our reportable segments as follows based on the information used by the CODM.

Medical Systems. The Medical Systems segment is organized around our medical equipment business lines. Within the Medical Systems segment, we operate our Dispensing
Technologies, Infusion Systems and Respiratory Technologies business lines. The Dispensing Technologies business line includes equipment and related services for
medication and supply dispensing. The Infusion Systems business line includes infusion pumps and dedicated disposable infusion sets and accessories. The Respiratory
Technologies business line includes respiratory ventilation and diagnostics equipment and dedicated consumables used during respiratory diagnostics and therapy. We also
include our data mining surveillance service business within the Medical Systems segment, which we report as “Other.”

Procedural Solutions. The Procedural Solutions segment is organized around our disposable products and reusable surgical instruments business lines. Within the Procedural
Solutions segment, we operate our Infection Prevention, Medical Specialties and Specialty Disposables business lines. The Infection Prevention business line includes single-
use skin antiseptic and other patient-preparation products and specialty IV infusion valves, administration sets and accessories. The Medical Specialties business line includes
interventional specialty products used for biopsy, drainage and other procedures, as well as reusable surgical instruments. The Specialty Disposables business line includes non-
dedicated disposable ventilator circuits and oxygen masks used for providing respiratory therapy, as well as single-use consumables for respiratory care and anesthesiology.

We evaluate the performance of our operating segments based upon, among other things, segment profit. Segment profit is segment revenue less segment cost of products sold,
SG&A expenses, research and development expenses and restructuring and acquisition integration charges. With the exception of testing for goodwill impairment, we do not
identify or allocate assets by operating segment; accordingly, certain segment related disclosures with respect to assets have been omitted. See note 9.
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(Unaudited)
 
The following table presents information about our reportable segments for the quarters ended December 31, 2014 and 2013:
 

(in millions)   
Medical
Systems   

Procedural
Solutions    Total  

December 31, 2014:       
External Revenues   $ 645    $ 424    $1,069  
Depreciation and Amortization    28     22     50  
Operating Income    125     53     178  

December 31, 2013:       
External Revenues   $ 587    $ 335    $ 922  
Depreciation and Amortization    32     15     47  
Operating Income    109     43     152  

The following table presents information about our reportable segments for the six months ended December 31, 2014 and 2013:
 

(in millions)   
Medical
Systems   

Procedural
Solutions    Total  

December 31, 2014:       
External Revenues   $ 1,173    $ 818    $1,991  
Depreciation and Amortization    56     43     99  
Operating Income    209     95     304  

December 31, 2013:       
External Revenues   $ 1,111    $ 641    $1,752  
Depreciation and Amortization    64     29     93  
Operating Income    183     85     268  

The following table presents revenue and net property and equipment by geographic area:
 
   Revenue    Property and Equipment, Net  

   
Quarters Ended

December 31,    
Six Months Ended

December 31,    
As of

December 31,    
As of

June 30,  
(in millions)   2014    2013    2014    2013    2014    2014  
United States   $ 811    $709    $1,506    $1,358    $ 322    $ 329  
International    258     213     485     394     113     119  

            

Total $1,069  $922  $1,991  $1,752  $ 435  $ 448  
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The following table presents the revenue information for select business lines within each of the segments for the quarters and six months ended December 31, 2014 and 2013:
 

   
Quarters Ended

December 31,    
Six Months Ended

December 31,  
(in millions)   2014    2013    2014    2013  
Medical Systems         

Dispensing Technologies   $ 264    $236    $ 489    $ 447  
Infusion Systems    269     247     482     466  
Respiratory Technologies    106     96     191     184  
Other    6     8     11     14  

        

Total Medical Systems $ 645  $587  $1,173  $1,111  
Procedural Solutions

Infection Prevention $ 180  $168  $ 347  $ 317  
Medical Specialties  96   89   187   178  
Specialty Disposables  148   78   284   146  

        

Total Procedural Solutions $ 424  $335  $ 818  $ 641  
        

Total CareFusion $1,069  $922  $1,991  $1,752  
        

 



Exhibit 99.3

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

The preliminary unaudited pro forma condensed combined financial information and notes thereto set forth below give effect to the acquisition (the “CareFusion
Acquisition”) of CareFusion Corporation (“CareFusion”) and related financing transactions (collectively, the “Transactions”) as if they had occurred as of the end of each period
presented, with respect to the balance sheet, and as of October 1, 2013, for the statement of income. Certain financial information of CareFusion as presented in its consolidated
financial statements has been reclassified to conform to the historical presentation of BD’s consolidated financial statements for purposes of preparation of the unaudited pro
forma condensed combined financial information. The unaudited pro forma condensed combined financial information shows the impact of the CareFusion Acquisition on the
combined balance sheet and the combined income statement under the acquisition method of accounting with BD treated as the acquirer. Under this method of accounting,
identifiable tangible and intangible assets acquired and liabilities assumed are recorded by BD at their estimated fair values as of the date the CareFusion Acquisition is
completed. Any excess of the purchase price over the fair value of identified assets acquired and liabilities assumed is recognized as goodwill. The purchase price allocation
adjustments are estimates and may be further refined as additional information becomes available following completion of the CareFusion Acquisition.

The unaudited pro forma condensed combined financial information has been prepared by management in accordance with the regulations of the SEC and is not
necessarily indicative of the condensed consolidated financial position or results of operations that would have been realized had the CareFusion Acquisition occurred as of the
dates indicated above, nor is it meant to be indicative of any anticipated condensed consolidated financial position or future results of operations that the combined company
will experience after the CareFusion Acquisition. As required, the unaudited pro forma condensed combined financial information includes adjustments which give effect to
events that are directly attributable to the CareFusion Acquisition and are factually supportable; as such, any planned adjustments affecting the balance sheet, income statement,
or shares of common stock outstanding subsequent to the CareFusion Acquisition completion date are not included. The accompanying unaudited pro forma condensed
combined income statement also does not include any expected cost savings or restructuring actions which may be achievable subsequent to the CareFusion Acquisition or the
impact of any non-recurring activity and one-time transaction related costs.

The acquisition closed on March 17, 2015. The value of the consideration transferred for accounting purposes is based on the closing share price of BD’s stock on the last
trading day prior to the closing date of the transaction.

The unaudited pro forma condensed combined financial information is derived from and should be read in conjunction with (i) the audited consolidated financial
statements (and notes thereto) of BD for the years ended September 30, 2014, 2013 and 2012 (which are available in BD’s Annual report on Form 10-K for the fiscal year ended
September 30, 2014, as revised by Exhibit 99.2 to BD’s Current Report on Form 8-K, filed with the SEC on March 13, 2015) and the unaudited condensed consolidated
financial statements (and notes thereto) of BD for the three month period ended December 31, 2014 (which are available in BD’s Quarterly Report on Form 10-Q for the three
month period ended December 31, 2014) and (ii) the audited consolidated financial statements (and notes thereto) of CareFusion for the years ended June 30, 2014, 2013 and
2012 and the unaudited condensed consolidated financial statements (and



notes thereto) of CareFusion for the three month period ended September 30, 2014 (which are both available as Exhibit 99.1 to BD’s Current Report on Form 8-K, filed with the
SEC on December 4, 2014) and the unaudited condensed consolidated financial statements (and notes thereto) of CareFusion for the six month period ended December 31, 2014
(which are available as Exhibit 99.2 to this Current Report on Form 8-K).



BECTON, DICKINSON, AND COMPANY
UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET

AS OF DECEMBER 31, 2014
 

(In millions)
Historical

BD  
Historical

CareFusion(1) Reclassifications(2) 
Acquisition

Adjustments(3) 
Financing

Adjustments 
Note

References

Pro
Forma

Combined 
Assets:
Current Assets:
Cash and cash equivalents $ 8,540  $ 1,846  $ —    $ (10,308) $ 1,490  5a, 5b $ 1,568  
Short-term investments  244   —     —     —     —     244  
Trade receivables, net  1,031   517   —     —     —     1,548  
Current Portion of Net Investment in Sales-Type Leases  —     228   —     —     —     228  
Inventories:

Materials  227   170   —     60   —    5g  457  
Work in process  272   26   —     9   —    5g  307  
Finished products  1,013   307   —     107   —    5g  1,427  

Prepaid expenses, deferred taxes and other  784   181   —     —     —     965  
Total Current Assets  12,111   3,275   —     (10,132)  1,490   6,744  
Property, Plant and Equipment, Net  3,565   435   (101)  128  4, 5g  4,027  

Goodwill  1,140   3,312   —     3,533   —    5e, 5k  7,985  
Core and Developed Technology, Net  496   —     184   2,056   —    4, 5e, 5f  2,736  
Other Intangible Assets, Net  324   972   (203)  3,276   —    4, 5e, 5f  4,369  
Capitalized Software, Net  361   —     64   (64)  —    4  361  
Investments in unconsolidated entities  —     104   (104)  —     —    4  —    
Net investment in sales-type leases, less current portion  —     1,009   —     —     —     1,009  
Other Assets  506   91   160   49   2  4, 5i, 5j  808  
Total Assets $18,503  $ 9,198  $ —    $ (1,154) $ 1,492  $28,039  

Liabilities and Shareholders’ Equity
Current Liabilities:
Short-term debt $ 202  $ 4  $ —    $ —    $ 1,500  5a $ 1,706  
Payables and accrued expenses  1,878   689   —     (45)  —    5i  2,522  
Total Current Liabilities  2,081   693   —     (45)  1,500   4,228  

Long-Term Debt  9,940   1,988   —     145   —    5h  12,073  
Long-Term Employee Benefit Obligations  983   —     —     —     —     983  
Deferred Income Taxes and Other  432   1,010   —     1,955   —    5j  3,397  
Total liabilities  13,436   3,691   —     2,055   1,500   20,682  

Shareholders’ Equity:
Common stock  333   2   —     14   —    5c, 5d  349  
Capital in excess of par value  2,254   5,111   —     (2,581)  —    5b, 5c, 5d  4,784  
Retained earnings  12,224   1,714   —     (1,962)  (8) 5d  11,968  
Deferred compensation  20   —     —     —     —     20  
Common shares in treasury – at cost  (8,623)  (1,185)  —     1,185   —    5d  (8,623) 
Accumulated other comprehensive (loss) income  (1,139)  (135)  135   —    5d  (1,139) 
Total Shareholders’ Equity:  5,068   5,507   —     (3,209)  (8)  7,358  
Total Liabilities and Shareholders’ Equity $18,503  $ 9,198  $ —    $ (1,154) $ 1,492  $28,039  

Amounts may not add due to rounding.
 
(1) CareFusion’s balance sheet as of December 31, 2014.
(2) See Note 2, 3, and 4 to the Unaudited Pro Forma Condensed Combined Financial Statements for a description of the presentation reclassifications included in this column.
(3) See Note 5 to the Unaudited Pro Forma Condensed Combined Financial Statements.



BECTON, DICKINSON, AND COMPANY
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF INCOME

FOR THE THREE MONTHS ENDED DECEMBER 31, 2014
 

(In millions, except per share data)  
Historical

BD   
Historical

CareFusion(1)  Reclassifications(2)  
Acquisition

Adjustments (3)  
Financing

Adjustments (3)  
Note

References 

Pro
Forma

Combined 
Revenues  $ 2,051   $ 922   $ —     $ —     $ —      $ 2,973  

Cost of products sold   1,006    465    2    93    —     4, 6a   1,566  
Selling and administrative expense   544    265    8    7    —     4, 6a   823  
Research and development expense   129    49    —      —      —       178  
Restructuring and acquisition integration charges   —      19    (19)   —      —     4   —    
Acquisition-related costs   23    —      9    (21)   —     4, 6d   11  
Share of net (earnings) loss of equity method investee   —      (2)   2    —      —     4   —    

Total Operating Costs and Expenses  1,702   796   2   78   —     2,578  
Operating income  349   126   (2)  (78)  —     395  

Interest expense  (76)  —     (26)  (4)  (45) 4, 6b  (151) 
Interest income  10   —     1   —     —    4  11  
Other (expense) income, net  2   (28)  27   —     —    4  1  
Income Before Income Tax  285   98   —     (82)  (45)  256  
Income tax provision  50   22   —     (29)  (16) 6c  27  
Net income $ 236  $ 76  $ —    $ (53) $ (29) $ 229  
Per share amounts

Basic $ 1.22  $ 0.37  $ 1.10  
Diluted $ 1.20  $ 0.37  $ 1.07  

Weighted average number of shares outstanding:
Basic  192.8   15.9   208.7  
Diluted  197.0   17.0   214.0  

Amounts may not add due to rounding.
 
(1) CareFusion’s statement of income for the three months ended September 30, 2014.
(2) See Note 4 to the Unaudited Pro Forma Condensed Combined Financial Statements.
(3) See Note 6 to the Unaudited Pro Forma Condensed Combined Financial Statements.



BECTON, DICKINSON, AND COMPANY
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF INCOME

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014
 

(In millions, except per share data)  
Historical

BD   
Historical

CareFusion(1)  Reclassifications(2)  
Acquisition

Adjustments (3)  
Financing

Adjustments (3)  
Note

References 

Pro
Forma

Combined 
Revenues  $ 8,446   $ 3,842   $ —     $ —     $ —      $ 12,288  

Cost of products sold   4,145    1,934    14    372    —     4, 6a   6,465  
Selling and administrative expense   2,145    1,061    29    28    —     4, 6a   3,263  
Research and development expense   550    190    —      —      —       740  
Restructuring and acquisition integration charges   —      43    (43)   —      —     4   —    
Gain on sale of assets   —      (4)   4    —      —     4   —    
Share of net (earnings) loss of equity method investee   —      (3)   3    —      —     4   —    

Total operating costs and expenses  6,840   3,221   7   400   —     10,468  
Operating income  1,606   621   (7)  (400)  —     1,819  
Interest expense  (135)  —     (89)  (17)  (213) 4, 6b  (454) 
Interest income  46   —     3   —     —    4  49  
Other (expense) income, net  5   (89)  93   —     —    4  9  

Income From continuing operations before income taxes  1,522   532   —     (417)  (213)  1,423  

Income tax provision  337   115   —     (146)  (75) 6c  231  
Income from continuing operations $ 1,185  $ 417  $ —    $ (271) $ (138) $ 1,192  

Income from continuing operations per common share:
Basic $ 6.13  $ 1.99  $ 5.70  
Diluted $ 5.99  $ 1.96  $ 5.55  

Weighted average number of shares outstanding:
Basic  193.3   15.9   209.2  
Diluted  197.7   17.0   214.7  

 
(1) CareFusion’s statement of income for the fiscal year ended June 30, 2014.
(2) See Note 4 to the Unaudited Pro Forma Condensed Combined Financial Statements.
(3) See Note 6 to the Unaudited Pro Forma Condensed Combined Financial Statements.



Note 1 – Description of CareFusion Acquisition

On October 5, 2014, BD announced a definitive agreement under which BD will acquire CareFusion for $58 per share in cash and stock to create a global leader in
medication management and patient safety solutions. The acquisition closed on March 17, 2015.

Pursuant to the agreement, BD acquired 100 percent of CareFusion at a purchase consideration of approximately $12.6 billion as follows:
 

 •  $10.0 billion in cash consideration; BD will pay this consideration with $6.2 billion of senior unsecured notes issued in December 2014 and with available cash on
hand as well as permanent financing of $500 million of commercial paper and $1 billion of term loan financing;

 

 •  $2.3 billion of BD common stock to be issued to CareFusion stockholders and share award holders; and
 

 •  $277 million of BD stock options and awards to be issued to holders of CareFusion options and awards.

Under the terms of the transaction, CareFusion shareholders will receive $49.00 in cash and 0.0777 of a share of BD for each share of CareFusion. The value of the
consideration transferred for accounting purposes is based on the closing share price of BD’s stock on the last trading day prior to the closing date of the transaction, or $142.29.

Note 2 – Basis of Pro Forma Presentation

The unaudited pro forma condensed combined financial information shows the impact of the CareFusion Acquisition on the combined balance sheet and the combined
statements of income under the acquisition method of accounting with BD treated as the acquirer. The acquisition method of accounting, provided by ASC 805 Business
Combinations, uses the fair value concepts defined in ASC 820 Fair Value Measurement. Under this method of accounting, the assets and liabilities of CareFusion are recorded
by BD at the date of the CareFusion Acquisition estimated fair values, where fair value is defined in ASC 820 as “the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date.” The fair values of CareFusion’s identifiable tangible and intangible assets
acquired and liabilities assumed are based on fair value estimates as if the businesses had actually been combined as of December 31, 2014. Any excess of the purchase price
over the fair value of identified assets acquired and liabilities assumed will be recognized as goodwill. Fair value measurements may require extensive use of significant
estimates and management’s judgment, and it is possible the application of reasonable judgment could produce varying results based on a range of alternative estimates using
the same facts and circumstances. Since the CareFusion Acquisition has just been consummated, our access to information to make such estimates is limited. As such, certain
market based assumptions were used when data was not available; however, management believes the fair values recognized for the assets to be acquired and liabilities to be
assumed are based on reasonable estimates and assumptions. Subsequent to the CareFusion Acquisition completion date, there may be further refinements of the business
combination adjustments as additional information



becomes available. Increases or decreases in fair value of certain balance sheet amounts and other items of CareFusion as compared to the information presented here may
change the amount of the business combination adjustments to goodwill and other assets and liabilities and may impact the income statement due to adjustments in yield and/or
amortization of adjusted assets and liabilities.

Note 3 – Conforming Accounting Policies

Following the CareFusion Acquisition, BD will conduct a review of CareFusion’s accounting policies in an effort to determine if differences in accounting policies
require reclassification of CareFusion’s results of operations or reclassification of assets or liabilities to conform to BD’s accounting policies and classifications. As a result of
that review, BD may identify differences between the accounting policies of the two companies that, when conformed, could have a material impact on these pro forma
condensed combined financial statements. During the preparation of these unaudited pro forma condensed combined financial statements, BD was not aware of any material
differences between accounting policies of the two companies and accordingly, these unaudited pro forma condensed combined financial statements do not assume any material
differences in accounting policies between the two companies.

Note 4 – Reclassifications

Certain balances from the consolidated financial statements of CareFusion were reclassified to conform their presentation to that of BD:

The following reclassifications were made to the unaudited pro forma condensed combined balance sheet as of December 31, 2014 (in millions):
 

Description   
December 31, 2014

Increase / (Decrease) 
Property, plant, and equipment   $ (101) 
Core and developed technology    184  
Other intangibles, net    (203) 
Capitalized Software, net    64  
Investments in unconsolidated entities    (104) 
Other assets    160  

The following reclassifications were made to the unaudited pro forma condensed combined income statements for the year fiscal year ended September 30, 2014 and for
the three months ended December 31, 2014 (in millions):
 

Description   

September 30,
2014

Increase /
(Decrease)    

December 31,
2014

Increase /
(Decrease)  

Cost of products sold   $ 14     2  
Selling and administrative expense    29     8  
Restructuring and acquisition integration charges    (43)    (19) 
Gain on sale of assets    4    
Acquisition-related costs    —       9  
Share of net (earnings) loss of equity method investee    3     2  
Interest expense    (89)    (26) 
Interest income    3     1  
Other (expense) income, net    93     27  



Note 5 - Unaudited Pro Forma Condensed Combined Balance Sheet Adjustments

This note should be read in conjunction with “Note 1 - Description of CareFusion Acquisition”, “Note 2 - Basis of Pro Forma Presentation”, “Note 3 - Conforming
Accounting Policies”, and “Note 4 –Reclassifications.” Adjustments included in the columns “Acquisition Adjustments” and “Financing Adjustments” to the accompanying
unaudited pro forma condensed combined balance sheet as at December 31, 2014 are represented, in part, by the following considerations arising out of the allocation of the
purchase price to CareFusion’s assets and liabilities (in millions):
 

Description   Note   Amount  
Calculation of consideration to be transferred     

Cash consideration to be paid to CareFusion Stockholders    (5a)   $10,060  
Fair value of common stock to be issued to CareFusion stockholders and share award holders    (5c)    2,269  
Fair value of stock options and awards    (5b)    277  

    

Total Consideration Transferred $12,606  
Recognized amounts of identifiable assets acquired and liabilities assumed

Net book value of assets acquired  (5d) $ 5,507  
Less write-off of pre-existing CareFusion goodwill and intangible assets  (5e)  (4,284) 

    

Adjusted net book value of assets acquired  1,223  
Identifiable intangible assets at fair value  (5f)  6,285  
Increase property, plant, and equipment to fair value  (5g)  83  
Increase inventory to fair value  (5g)  176  
Increase debt assumed to fair value  (5h)  (145) 
Other fair value adjustments, net  (5i)  59  
Deferred tax impact of fair value adjustments  (5j)  (1,920) 

    

Total Goodwill  (5k) $ 6,845  
    

 

 
a. Cash outflows for acquisition adjustments represent cash consideration to be transferred of $49.00 per outstanding CareFusion share based on approximately

205.3 million shares outstanding at closing. Additional cash adjustments in the unaudited pro forma condensed combined balance sheet include $248 million in
acquisition-related transaction costs as a reduction of cash with a corresponding decrease to retained earnings.

The cash consideration will be partially funded by $6.2 billion of senior unsecured notes issued in December 2014. The remaining balance will be funded by
available cash and $500 million of commercial paper and $1 billion of a term loan facility. In connection with obtaining the debt financing, $43 million of deferred
financing costs have been recorded as of December 31, 2014 and $2 million of deferred financing costs are



expected to be capitalized and amortized over the life of the underlying debt. In addition, $8 million of costs related to BD’s bridge financing are reflected as a
reduction of cash with a corresponding decrease to retained earnings.

 

 b. BD will issue stock options and awards in BD’s shares to holders of CareFusion options and awards with an estimated fair value of approximately $277 million.
 

 
c. The acquisition date fair value of BD’s ordinary shares to be issued to CareFusion shareholders was based on approximately 205.3 million of CareFusion’s shares

outstanding as of December 31, 2014, multiplied by the exchange ratio of 0.0777, and BD’s closing share price as of March 16, 2015 of $142.29 per share. Refer to
the calculation below:

 
(in millions, except per share data)     
Total CareFusion shares outstanding    205.3  
Conversion factor    0.0777  

  

Shares of BD to be issued (par value $1.00)  15.9  
Value per share of BD common stock as of March 16, 2015 $142.29  

  

Fair value of BD stock to be issued in respect of outstanding CareFusion shares $ 2,269  
  

 

 
d. Reflects the historical book value of the net assets acquired from CareFusion as of December 31, 2014. The unaudited pro forma condensed combined balance

sheet reflects the elimination of CareFusion’s historical common stock, capital in excess of par value, retained earnings, common shares in treasury – at cost, and
accumulated other comprehensive loss as part of purchase accounting.

 

 e. Reflects the reversal of previously recorded goodwill and intangible assets recorded in the historical book value of net assets acquired of CareFusion as of
December 31, 2014.

 

 f. Intangible assets

Identifiable intangible assets expected to be acquired consist of the following (in millions):
 

Description   Estimated Value 
Trademarks / trade names   $ 445  
Developed products    2,240  
Customer relationships    3,150  
Backlog    305  
In process research and development    135  
Other    10  

  

Total identifiable intangible assets $ 6,285  
  

The fair value estimate for identifiable intangible assets is preliminary and is determined based on the assumptions that market participants would use in pricing an
asset, based on the most advantageous market for the asset (i.e., its highest and best use). This preliminary fair value estimate could include assets that are not
intended to be used, may be sold or are intended to be used in a manner other than their best use. For purposes of the accompanying unaudited pro forma condensed
combined financial information, it is assumed that all assets will be used in a manner that represents their highest and best use. The final fair value determination for
identifiable intangibles may differ from this preliminary determination.



 g. Asset fair value step-up

This adjustment represents an increase in book value for CareFusion’s inventory and property, plant, and equipment balances of $176 million, and $83 million,
respectively, to reflect fair value.

The fair value estimate for inventory and property, plant, and equipment is preliminary and is determined based on the assumptions that market participants would
use in pricing an asset, based on the most advantageous market for the asset (i.e., its highest and best use). This preliminary fair value estimate could include assets
that are not intended to be used, may be sold or are intended to be used in a manner other than their best use. For purposes of the accompanying unaudited pro
forma condensed combined financial information, it is assumed that all assets will be used in a manner that represents their highest and best use. The final fair value
determination for inventories and property, plant, and equipment may differ from this preliminary determination.

 
 h. Fair value step-up on CareFusion’s existing debt

To record the fair value step-up of $145 million on CareFusion’s existing debt, which will remain outstanding after the acquisition at fair value.

 
 i. Other fair value adjustments, net

To record the fair value step-up of $14 million on CareFusion’s dispensing equipment, which is presented in the “Other assets” line item on the accompanying
unaudited pro forma condensed combined balance sheet, and a write down of CareFusion’s deferred revenue of $45 million, which is presented in the “Payables
and accrued expenses” line item on the unaudited pro forma condensed combined balance sheet. Deferred revenue was reduced to reflect the assumed performance
obligation at fair value.

 
 j. Deferred tax impact of fair value adjustments

Reflects the adjustment to deferred income tax assets of $35 million and liabilities of $1,955 million resulting from pro forma fair value adjustments for the assets
and liabilities to be acquired. This estimate of deferred taxes was determined based on the excess book basis over the tax basis of the fair value pro forma
adjustments attributable to the assets and liabilities to be acquired. The U.S. statutory tax rate was applied to each adjustment as the majority of fair value
adjustments relate to entities domiciled in the United States. This estimate of deferred income tax assets and liabilities is preliminary and is subject to change based
upon management’s final determination of the fair value of assets acquired and liabilities assumed by jurisdiction.

 
 k. Goodwill

Goodwill is calculated as the difference between the fair value of the consideration transferred and the values assigned to the identifiable tangible and intangible
assets acquired and liabilities assumed. The amount of goodwill presented in the above table reflects the estimated goodwill as a result of the acquisition of $6.8
billion as of December 31, 2014. This amount, reduced by CareFusion’s existing goodwill at December 31, 2014 of $3.3 billion resulted in an acquisition
accounting adjustment in the unaudited pro forma condensed combined balance sheet as of December 31, 2014 of $3.5 billion.



Note 6 - Unaudited Pro Forma Condensed Combined Income Statement Adjustments

This note should be read in conjunction with “Note 1 - Description of CareFusion Acquisition”, “Note 2 - Basis of Pro Forma Presentation”, “Note 3 - Conforming
Accounting Policies”, “Note 4 - Reclassifications”, and “Note 5 - Unaudited Pro Forma Condensed Combined Balance Sheet Adjustments”. Adjustments included in the
columns “Acquisition Adjustments” and “Financing Adjustments” to the accompanying unaudited pro forma condensed combined income statement for the three months ended
December 31, 2014 are represented by the following:

 
 a. Amortization and depreciation

This adjustment represents the increased amortization for the fair value of identified intangible assets with definite lives for the fiscal year ended September 30,
2014 and the three months ended December 31, 2014. The following table shows the pre-tax impact on amortization expense (amounts in millions):

 

Description   

Weighted
Average

Useful life   
Fair
value    

September 30,
2014    

December 31,
2014  

Core and Developed Technology    13.5    $2,240    $ 166    $ 41  
Other Intangibles    13.8     3,600     293     74  

        

Less: Historical amortization  (87)  (22) 
        

Additional amortization $ 372  $ 93  
        

The adjustment to selling and administrative expense of $7 million and $28 million for the three months ended December 31, 2014 and fiscal year ended
September 30, 2014 is related to fair value step up and corresponding increased depreciation of property, plant, and equipment. The income statement effect of the
fair value step-up to increase the book value of CareFusion’s inventory is not reflected as such adjustment is not recurring in nature.

 
 b. Interest expense

This adjustment represents the additional interest expense for the fiscal year ended September 30, 2014 and the three months ended December 31, 2014 taking into
consideration the additional borrowings incurred by BD for financing the CareFusion Acquisition as well as the accretion on the fair value step-up on CareFusion’s
existing debt. Refer to the table below for the breakdown of this amount (in millions):

 
Description   

September 30,
2014    

December 31,
2014(i)  

Interest on additional borrowings   $ 213    $ 45  
Accretion on fair value step-up    17     4  

 
 (i) Reflects the interest on debt as currently anticipated. The actual allocation of the type and amount and the terms of the financing may differ from those

contemplated herein. Interest includes the amortization of the related debt issuance costs.



 c. Provision for income taxes

This adjustment represents the tax effects of all the adjustments described in Notes 6a and 6b above using BD’s statutory rate.

 
 d. Represents $21 million of one-time transaction costs reflected in BD’s Condensed Statement of Income for the three months ended December 31, 2014.

Note 7 – Unadjusted Pro Forma Balances

Trade receivables and sales-type leases

At this time, BD does not have sufficient information necessary to make a reasonable preliminary estimate of the fair value of CareFusion’s trade receivables and sales-
type leases. Therefore, no adjustment has been recorded to modify the current book values.

Deferred tax liabilities

CareFusion does not record deferred taxes on the unremitted earnings of subsidiaries outside of the United States, when it is expected that these earnings will be
indefinitely reinvested. At this time, BD does not have sufficient information necessary to make any changes to this assertion. Therefore, there have been no adjustments
reflected in the book value of deferred tax liabilities related to this assertion in the accompanying unaudited pro forma condensed combined financial statements. The deferred
tax assets recorded on the unaudited pro forma condensed combined balance sheet have not been assessed for the need of a valuation allowance.


