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ITEM 1. FINANCIAL STATEMENTS
BECTON, DICKINSON AND COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS
Thousands of dollars
March 31,
2012

Assets
Current Assets:
Cash and equivalents
Short-term investments
Trade receivables, net
Inventories:
Materials
Work in process
Finished products

September 30,
2011

(Unaudited)

$ 1,839,490
272,569
1,237,850

$ 1,175,282
388,031
1,228,637

190,172
269,794
860,614
1,320,580
630,096
5,300,585

176,955
233,538
834,479
1,244,972
631,409
4,668,331

7,081,458
3,807,336
3,274,122

6,880,209
3,669,012
3,211,197

1,032,493
376,969
427,043
332,830
451,350
$ 11,195,392

991,121
380,899
417,636
316,634
444,610
$10,430,428

$

$

Prepaid expenses, deferred taxes and other
Total Current Assets
Property, plant and equipment
Less allowances for depreciation and amortization
Goodwill
Core and Developed Technology, Net
Other Intangibles, Net
Capitalized Software, Net
Other
Total Assets
Liabilities and Shareholders’ Equity
Current Liabilities:
Short-term debt
Payables and accrued expenses
Total Current Liabilities
Long-Term Debt
Long-Term Employee Benefit Obligations
Deferred Income Taxes and Other
Commitments and Contingencies
Shareholders’ Equity:
Common stock
Capital in excess of par value
Retained earnings
Deferred compensation
Common shares in treasury – at cost
Accumulated other comprehensive loss
Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity

206,330
1,415,159
1,621,489
3,964,143
786,335
347,137
—

332,662
1,858,241
9,998,883
18,188
(7,278,294)
(453,392)
4,476,288
$ 11,195,392

See notes to condensed consolidated financial statements
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234,932
1,588,296
1,823,228
2,484,665
1,068,483
225,877
—

332,662
1,793,160
9,633,584
18,875
(6,280,106)
(670,000)
4,828,175
$10,430,428
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BECTON, DICKINSON AND COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
Thousands of dollars, except per share data
(Unaudited)
Three Months Ended
March 31,
2012
2011

Revenues

Six Months Ended
March 31,
2012
2011

$1,990,818

$1,922,023

$3,878,464

$3,764,028

970,832
495,020
118,528
1,584,380
406,438

920,589
441,942
119,152
1,481,683
440,340

1,897,015
983,978
232,464
3,113,457
765,007

1,786,020
889,897
234,693
2,910,610
853,418

Cost of products sold
Selling and administrative
Research and development
Total Operating Costs and Expenses
Operating Income
Interest income
Interest expense
Other income (expense), net
Income From Continuing Operations Before Income Taxes

16,678
(35,140)
4,657
392,633

14,564
(23,921)
(2,522)
428,461

32,126
(64,518)
4,272
736,887

29,786
(39,474)
(7,118)
836,612

Income tax provision
Income From Continuing Operations

102,085
290,548

117,399
311,062

183,328
553,559

211,273
625,339

485
$ 291,033

957
$ 312,019

460
$ 554,019

2,617
$ 627,956

$

1.41
—
1.41

$

1.41
—
1.41

$

2.63
—
2.63

$

$

$

2.59
—
2.59

$

$

1.38
—
1.38

$

$

1.38
—
1.39

$

2.72
0.01
2.74

$

0.450

$

0.410

$

0.900

$

0.820

Income from Discontinued Operations, net
Net Income
Basic Earnings per Share:
Income from Continuing Operations
Income from Discontinued Operations
Basic Earnings per Share

$

Diluted Earnings per Share:
Income from Continuing Operations
Income from Discontinued Operations
Diluted Earnings per Share (A)

$

Dividends per Common Share
(A)

Total per share amounts may not add due to rounding.

See notes to condensed consolidated financial statements
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$

$

$

2.79
0.01
2.80
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BECTON, DICKINSON AND COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
Thousands of dollars
(Unaudited)
Six Months Ended
March 31,
2012

Operating Activities
Net income
Less: Income from discontinued operations, net
Income from continuing operations
Adjustments to income from continuing operations to derive net cash provided by continuing operating activities, net of
amounts acquired:
Depreciation and amortization
Share-based compensation
Deferred income taxes
Change in operating assets and liabilities
Pension obligation
Other, net
Net Cash Provided by Continuing Operating Activities
Investing Activities
Capital expenditures
Capitalized software
Proceeds from (purchases of) investments, net
Acquisitions of businesses, net of cash acquired
Other, net
Net Cash Used for Continuing Investing Activities
Financing Activities
Change in short-term debt
Proceeds from long-term debt
Payments of debt
Repurchase of common stock
Excess tax benefits from payments under share-based compensation plans
Dividends paid
Issuance of common stock and other, net
Net Cash Provided by (Used for) Continuing Financing Activities
Discontinued Operations
Net cash (used for) provided by operating activities
Net cash used for investing activities
Net Cash (Used for) Provided by Discontinued Operations
Effect of exchange rate changes on cash and equivalents
Net increase (decrease) in cash and equivalents

$

554,019
460
553,559

2011

$

265,881
53,626
18,879
(231,226)
(55,798)
5,498
610,419

245,397
53,720
27,030
(285,068)
33,489
6,981
706,888

(214,516)
(29,853)
122,265
(50,891)
(52,870)
(225,865)

(193,688)
(33,720)
(566,688)
(204,970)
(24,930)
(1,023,996)

1,674
1,488,285
(39,300)
(1,000,007)
7,376
(188,222)
7,705
277,511

36,787
991,265
(14)
(1,057,791)
19,133
(182,866)
37,996
(155,490)

(2,768)
(144)
(2,912)

780
(88)
692

5,055
664,208

Opening Cash and Equivalents
Closing Cash and Equivalents

1,175,282
$ 1,839,490

See notes to condensed consolidated financial statements
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627,956
2,617
625,339

4,505
(467,401)
$

1,215,989
748,588
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BECTON, DICKINSON AND COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Dollar and share amounts in thousands, except per share data
March 31, 2012
Note 1 – Basis of Presentation
The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with the instructions to Form 10-Q and, in the
opinion of the management of the Company, include all adjustments which are of a normal recurring nature, necessary for a fair presentation of the financial
position and the results of operations and cash flows for the periods presented. However, the financial statements do not include all information and
accompanying notes required for a presentation in accordance with U.S. generally accepted accounting principles. These condensed consolidated financial
statements should be read in conjunction with the consolidated financial statements and the notes thereto included or incorporated by reference in the Company’s
2011 Annual Report on Form 10-K. The results of operations for the interim periods are not necessarily indicative of the results of operations to be expected for
the full year.
Note 2 – Accounting Changes
Change in Accounting Principles
In May 2011, the Financial Accounting Standards Board (“FASB”) issued amendments to clarify guidance relating to fair value measurements. The amendments
also expand the disclosure requirements for entities’ fair value measurements, particularly those relating to measurements based upon significant unobservable
inputs. The Company adopted the amended fair value measurement guidance, which did not have an impact on the consolidated financial statements, on
January 1, 2012.
Change in Accounting Estimates
During the second quarter of fiscal year 2012, the Company changed the useful lives of certain machinery and equipment assets used in production processes
from 10 years to 13 years, to better reflect the estimated period during which these assets will remain in service. This change resulted from continuous
improvement project evaluations, which included a review of assumptions related to the expected utilization of machinery and equipment assets. The Company
accounted for the change in useful lives as a change in estimate prospectively effective January 1, 2012 and this change in estimate is expected to result in an
increase in operating income of approximately $19,900 for fiscal year 2012.
6
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Note 3 – Comprehensive Income
Comprehensive income was comprised of the following:
Three Months Ended
March 31,
2012
2011

Net Income
Other Comprehensive Income (Loss), Net of Tax
Foreign currency translation adjustments
Benefit plans adjustment
Unrealized loss on investments, net of amounts recognized
Unrealized gains on cash flow hedges, net of amounts realized
Comprehensive Income

Six Months Ended
March 31,
2012
2011

$291,033

$312,019

$554,019

$627,956

108,229
9,633
(3)
1,304
119,163
$410,196

175,338
10,764
—
249
186,351
$498,370

60,142
153,380
(31)
3,118
216,609
$770,628

136,610
21,529
—
9,147
167,286
$795,242

The gain recorded as foreign currency translation adjustments for the three months ended March 31, 2012 is mainly attributable to the strengthening of the Euro
against the U.S. dollar during this period. The gain recorded as foreign currency translation adjustments for the six months ended March 31, 2012 is mainly
attributable to the strengthening of currencies in Latin America and Asia Pacific against the U.S. dollar during this period. The gain recorded as benefit plan
adjustments for the six months ended March 31, 2012 primarily relates to the November 30, 2011 remeasurement of the Company’s U.S. pension plan. Additional
disclosures regarding the benefit plan remeasurement are included in Note 8.
Note 4 – Earnings per Share
The weighted average common shares used in the computations of basic and diluted earnings per share (shares in thousands) were as follows:
Three Months Ended
March 31,
2012
2011

Average common shares outstanding
Dilutive share equivalents from share-based plans
Average common and common equivalent shares outstanding – assuming dilution

206,426
3,377
209,803

220,894
4,573
225,467

Six Months Ended
March 31,
2012
2011

210,385
3,585
213,970

224,528
5,001
229,529

Note 5 – Contingencies
Given the uncertain nature of litigation generally, the Company is not able in all cases to estimate the amount or range of loss that could result from an
unfavorable outcome of the litigation to which the Company is a party. In accordance with U.S. generally accepted accounting principles, the Company
establishes accruals to the extent probable future losses are
7
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estimable (in the case of environmental matters, without considering possible third-party recoveries). In view of the uncertainties discussed below, the Company
could incur charges in excess of any currently established accruals and, to the extent available, excess liability insurance. In the opinion of management, any such
future charges, individually or in the aggregate, could have a material adverse effect on the Company’s consolidated results of operations and consolidated cash
flows.
The Company is named as a defendant in the following purported class action suits brought on behalf of distributors and other entities that purchase the
Company’s products (the “Distributor Plaintiffs”), alleging that the Company violated federal antitrust laws, resulting in the charging of higher prices for the
Company’s products to the plaintiffs and other purported class members.
Case

Court

Date Filed

Louisiana Wholesale Drug Company, Inc.,
et. al. vs. Becton Dickinson and Company

U.S. District Court, Newark,
New Jersey

March 25, 2005

SAJ Distributors, Inc. et. al. vs. Becton
Dickinson & Co.

U.S. District Court, Eastern
District of Pennsylvania

September 6, 2005

Dik Drug Company, et. al. vs. Becton,
Dickinson and Company

U.S. District Court, Newark,
New Jersey

September 12, 2005

American Sales Company, Inc. et. al. vs.
Becton, Dickinson & Co.

U.S. District Court, Eastern
District of Pennsylvania

October 3, 2005

Park Surgical Co. Inc. et. al. vs. Becton,
Dickinson and Company

U.S. District Court, Eastern
District of Pennsylvania

October 26, 2005

These actions have been consolidated under the caption “In re Hypodermic Products Antitrust Litigation.”
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The Company is also named as a defendant in the following purported class action suits brought on behalf of purchasers of the Company’s products, such as
hospitals (the “Hospital Plaintiffs”), alleging that the Company violated federal and state antitrust laws, resulting in the charging of higher prices for the
Company’s products to the plaintiffs and other purported class members.
Case

Court

Date Filed

Jabo’s Pharmacy, Inc., et. al. v. Becton
Dickinson & Company

U.S. District Court, Greenville,
Tennessee

June 7, 2005

Drug Mart Tallman, Inc., et. al. v. Becton
Dickinson and Company

U.S. District Court, Newark,
New Jersey

January 17, 2006

Medstar v. Becton Dickinson

U.S. District Court, Newark,
New Jersey

May 18, 2006

The Hebrew Home for the Aged at Riverdale
v. Becton Dickinson and Company

U.S. District Court, Southern
District of New York

March 28, 2007

The plaintiffs in each of the above antitrust class action lawsuits seek monetary damages. All of the antitrust class action lawsuits have been consolidated for pretrial purposes in a Multi-District Litigation in Federal court in New Jersey.
On April 27, 2009, the Company entered into a settlement agreement with the Distributor Plaintiffs in these actions. The settlement agreement provided for,
among other things, the payment by the Company of $45,000 in exchange for a release by all potential class members of the direct purchaser claims under federal
antitrust laws related to the products and acts enumerated in the complaint, and a dismissal of the case with prejudice, insofar as it relates to direct purchaser
claims. The release would not cover potential class members that affirmatively opt out of the settlement. On September 30, 2010, the court issued an order
denying a motion to approve the settlement agreement, ruling that the Hospital Plaintiffs, and not the Distributor Plaintiffs, are the direct purchasers entitled to
pursue damages under the federal antitrust laws for certain sales of BD products. The settlement agreement currently remains in effect, subject to certain
termination provisions, and the federal court of appeals has granted the Distributor Plaintiffs’ request to appeal the trial court’s order on an interlocutory basis.
The Company currently cannot estimate the range of reasonably possible losses with respect to these class action matters beyond the $45,000 already accrued and
changes to the amount already recognized may be required in the future as additional information becomes available.
In June 2007, Retractable Technologies, Inc. (“RTI”) filed a complaint against the Company under the caption Retractable Technologies, Inc. vs. Becton
Dickinson and Company (Civil Action No. 2:07-cv-250, U.S. District Court, Eastern District of Texas). RTI alleges that the BD IntegraTM syringes infringe
patents licensed exclusively to RTI. In its complaint, RTI also alleges that the Company engaged in false advertising with respect to certain of the Company’s
safety-engineered products in violation of the Lanham Act; acted to exclude RTI from various product markets and to maintain its market share through, among
other things, exclusionary contracts in violation of state and federal antitrust laws; and engaged in unfair competition. In January 2008, the court severed the
patent and non-patent claims into separate cases, and stayed the non-patent
9
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claims during the pendency of the patent claims at the trial court level. RTI seeks money damages and injunctive relief. On April 1, 2008, RTI filed a complaint
against BD under the caption Retractable Technologies, Inc. and Thomas J. Shaw v. Becton Dickinson and Company (Civil Action No.2:08-cv-141, U.S. District
Court, Eastern District of Texas). RTI alleges that the BD IntegraTM syringes infringe another patent licensed exclusively to RTI. RTI seeks money damages and
injunctive relief. On August 29, 2008, the court ordered the consolidation of the patent cases. On November 9, 2009, at a trial of these consolidated cases, the jury
rendered a verdict in favor of RTI on all but one of its infringement claims, but did not find any willful infringement, and awarded RTI $5,000 in damages. On
May 19, 2010, the court granted RTI’s motion for a permanent injunction against the continued sale by the Company of its BD IntegraTM products in their current
form, but stayed the injunction for the duration of the Company’s appeal. At the same time, the court lifted a stay of RTI’s non-patent claims. On July 8, 2011, the
Court of Appeals for the Federal Circuit reversed the District Court judgment that the Company’s 3ml BD Integra™ products infringed the asserted RTI patents
and affirmed the District Court judgment of infringement against the Company’s discontinued 1ml BD Integra™ products. On October 31, 2011, the Federal
Circuit Court of Appeals denied RTI’s request for an en banc rehearing. RTI has filed a petition for review with the U.S. Supreme Court. The trial on RTI’s
antitrust and false advertising claims has been postponed pending resolution of RTI’s appeal of the patent ruling.
With respect to RTI’s antitrust and false advertising claims, BD cannot estimate the possible loss or range of possible loss as there are significant legal and factual
issues to be resolved. These include discovery regarding RTI’s alleged damages and liability theories, which has not been completed. Each party has filed motions
seeking to exclude portions of the other party’s expert testimony and to preclude the other party from introducing certain other evidence at trial. RTI’s appeal of
the appellate court’s patent ruling to the U.S. Supreme Court adds further uncertainty to the possible future outcomes of RTI’s antitrust and false advertising
claims. In the event that RTI ultimately succeeds at trial and subsequent appeals on its antitrust and false advertising claims, any potential loss could be material
as RTI is seeking to recover substantial damages including disgorgement of profits and damages under the federal antitrust laws, which are trebled. BD believes
RTI’s allegations are without merit.
On October 19, 2009, Gen-Probe Incorporated (“Gen-Probe”) filed a patent infringement action against BD in the U.S. District Court for the Southern District of
California. The complaint alleges that the BD Viper™ and BD Viper™ XTR™ systems and BD ProbeTec™ specimen collection products infringe certain U.S.
patents of Gen-Probe. On March 23, 2010, Gen-Probe filed a complaint, also in the U.S. District Court for the Southern District of California, alleging that the
BD MaxTM instrument infringes Gen-Probe patents. The patents alleged to be infringed are a subset of the Gen-Probe patents asserted against the Company in the
October 2009 suit. On June 8, 2010, the court consolidated these cases. Gen-Probe is seeking monetary damages and injunctive relief. The Company currently
cannot estimate the range of reasonably possible losses for this matter as the proceedings are in relatively early stages and there are significant issues to be
resolved, as, among other things, fact discovery is ongoing, expert discovery, including depositions, has not commenced, expert reports (including damage
reports) have not been prepared, and summary judgment motions may still be filed.
The Company believes that it has meritorious defenses to each of the above-mentioned suits pending against the Company and is engaged in a vigorous defense
of each of these matters.
10
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The Company is also involved both as a plaintiff and a defendant in other legal proceedings and claims that arise in the ordinary course of business.
The Company is a party to a number of Federal proceedings in the United States brought under the Comprehensive Environment Response, Compensation and
Liability Act, also known as “Superfund,” and similar state laws. The affected sites are in varying stages of development. In some instances, the remedy has been
completed, while in others, environmental studies are commencing. For all sites, there are other potentially responsible parties that may be jointly or severally
liable to pay all cleanup costs.
Note 6 – Segment Data
The Company’s organizational structure is based upon its three principal business segments: BD Medical (“Medical”), BD Diagnostics (“Diagnostics”) and BD
Biosciences (“Biosciences”). These segments are strategic businesses that are managed separately because each one develops, manufactures and markets distinct
products and services. The Company evaluates performance of its business segments and allocates resources to them primarily based upon operating income.
Segment operating income represents revenues reduced by product costs and operating expenses. From time to time, the Company hedges against certain
forecasted sales of U.S.-produced products sold outside the United States. Gains and losses associated with these foreign currency translation hedges are reported
in segment revenues based upon their proportionate share of these international sales of U.S.-produced products. Financial information for the Company’s
segments was as follows:
Three Months Ended
March 31,
2012
2011

Revenues (A)
Medical
Diagnostics
Biosciences

Segment Operating Income
Medical
Diagnostics
Biosciences
Total Segment Operating Income
Unallocated Items (B)
Income from Continuing Operations Before Income Taxes
(A)
(B)

2012

2011

$1,021,187
630,019
339,612
$1,990,818

$ 981,332
605,347
335,344
$1,922,023

$1,971,584
1,250,762
656,118
$3,878,464

$1,907,877
1,207,070
649,081
$3,764,028

$ 285,251
158,052
94,375
537,678
(145,045)
$ 392,633

$ 287,313
155,866
95,237
538,416
(109,955)
$ 428,461

$ 538,986
323,416
177,343
1,039,745
(302,858)
$ 736,887

$ 562,910
317,029
185,701
1,065,640
(229,028)
$ 836,612

Intersegment revenues are not material.
Includes primarily interest, net; foreign exchange; corporate expenses; and share-based compensation expense.
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March 31,
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Three Months Ended
March 31,
2012
2011

Revenues by Organizational Units
BD Medical
Medical Surgical Systems
Diabetes Care
Pharmaceutical Systems
BD Diagnostics
Preanalytical Systems
Diagnostic Systems
BD Biosciences
Cell Analysis
Discovery Labware

Six Months Ended
March 31,
2012
2011

$ 518,939
219,245
283,003
$1,021,187

$ 504,591
207,759
268,982
$ 981,332

$1,041,249
445,164
485,171
$1,971,584

$1,017,316
421,642
468,919
$1,907,877

$ 323,313
306,706
$ 630,019

$ 306,239
299,108
$ 605,347

$ 639,935
610,827
$1,250,762

$ 618,868
588,202
$1,207,070

$ 261,543
78,069
$ 339,612
$1,990,818

$ 255,516
79,828
$ 335,344
$1,922,023

$ 505,144
150,974
$ 656,118
$3,878,464

$ 496,259
152,822
$ 649,081
$3,764,028

Revenues by geographic areas were as follows:
Three Months Ended
March 31,
2012
2011

Total Revenues
United States
International

$ 847,620
1,143,198
$1,990,818
12

$ 829,181
1,092,842
$1,922,023

Six Months Ended
March 31,
2012
2011

$1,676,413
2,202,051
$3,878,464

$1,657,783
2,106,245
$3,764,028
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Note 7 – Share-Based Compensation
The Company grants share-based awards under the 2004 Employee and Director Equity-Based Compensation Plan, which provides long-term incentive
compensation to employees and directors. The Company believes that such awards align the interests of its employees and directors with those of its shareholders.
The fair value of share-based payments is recognized as compensation expense in net income. For the three months ended March 31, 2012 and 2011,
compensation expense charged to income was $19,271 and $19,639, respectively. For the six months ended March 31, 2012 and 2011, compensation expense was
$53,626 and $53,720, respectively. Share-based compensation attributable to discontinued operations was not material.
The amount of unrecognized compensation expense for all non-vested share-based awards as of March 31, 2012 was approximately $132,169, which is expected
to be recognized over a weighted-average remaining life of approximately 2.3 years.
The fair values of stock appreciation rights granted during the annual share-based grants in November of 2011 and 2010, respectively, were estimated on the date
of grant using a lattice-based binomial valuation model based on the following assumptions:
2012

Risk-free interest rate
Expected volatility
Expected dividend yield
Expected life
Fair value derived

1.67%
22.00%
2.50%
7.9 years
$ 12.61

2011

2.40%
24.00%
2.14%
7.8 years
$ 16.80

Note 8 – Benefit Plans
The Company has defined benefit pension plans covering substantially all of its employees in the United States and certain foreign locations. The Company also
provides certain postretirement healthcare and life insurance benefits to qualifying domestic retirees. Other postretirement benefit plans in foreign countries are
not material. The measurement date used for the Company’s employee benefit plans is September 30.
On November 30, 2011, the Company remeasured its U.S. defined pension plan as a result of amendments to this plan that were approved and communicated to
affected employees during the first quarter of fiscal year 2012. Effective January 1, 2013, all plan participants’ benefits in the defined benefit traditional pension
plan will be converted to a defined benefit cash balance pension plan. The November 30, 2011 remeasurement was based upon a discount rate of 5.1%, compared
with the discount rate of 4.9% used on the September 30, 2011 measurement date. The increase in the discount rate will reduce total fiscal year 2012 net pension
cost by $5,300. An increase in plan assets held as of November 30, 2011 compared with assets held as of September 30, 2011 also will reduce total fiscal year
2012 net pension cost by $6,200. The total reduction in fiscal year 2012 net pension cost resulting from the remeasurement will be $40,200.
13
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Net pension and postretirement cost included the following components for the three months ended March 31:
Pension Plans

Service cost
Interest cost
Expected return on plan assets
Amortization of prior service credit
Amortization of loss
Curtailment/settlement loss
Net pension and postretirement cost

Other Postretirement
Benefits
2012
2011

2012

2011

$ 17,723
21,540
(24,452)
(2,594)
13,234
—
$ 25,451

$ 22,749
23,100
(25,384)
(268)
13,786
1,083
$ 35,066

$1,475
3,220
—
(172)
1,163
—
$5,686

2012

2011

Other Postretirement
Benefits
2012
2011

$ 40,752
49,529
(56,224)
(5,964)
30,430
—
$ 58,523

$ 45,653
46,358
(50,941)
(538)
27,667
1,083
$ 69,282

$1,445
3,283
—
(172)
1,115
—
$5,671

Net pension and postretirement cost included the following components for the six months ended March 31:
Pension Plans

Service cost
Interest cost
Expected return on plan assets
Amortization of prior service credit
Amortization of loss
Curtailment/settlement loss
Net pension and postretirement cost

$ 2,945
6,435
—
(345)
2,325
—
$11,360

$ 2,918
6,567
—
(344)
2,232
—
$11,373

Postemployment benefit costs for the three months ended March 31, 2012 and 2011 were $8,995 and $6,793, respectively. For the six months ended March 31,
2012 and 2011, postemployment benefit costs were $17,990 and $13,587, respectively.
Note 9 – Acquisitions
On February 9, 2012, the Company acquired a 100% interest in KIESTRA Lab Automation BV (“KIESTRA”), a Netherlands-based company that designs,
develops, manufactures, markets and sells innovative lab automation solutions for the microbiology lab. The fair value of consideration transferred was $59,457
which consisted of $50,891 in cash, net of $5,176 in cash acquired, as well as $8,566 in contingent consideration that will be paid based upon the achievement of
certain development milestones and performance targets. The fair value of the contingent consideration was estimated using a probability-weighted discounted
cash flow model that was based upon the probabilities assigned to the contingent events. This acquisition is intended to complement the Company’s existing
portfolio of microbiology platforms, reagents and supplies and allow the Company to offer innovative full lab automation solutions to hospitals and laboratories
worldwide.
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The acquisition was accounted for under the acquisition method of accounting for business combinations and KIESTRA’s results of operations were included in
the Diagnostic segment’s results from the acquisition date. Pro forma information is not provided as the acquisition did not have a material effect on the
Company’s consolidated results. The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the acquisition date.
These fair values are based upon the information available as of March 31, 2012 and may be adjusted should further information regarding events or
circumstances existing at the acquisition date become available.
Core and developed technology
Acquired in-process research and development
Other intangibles
Property, plant and equipment
Other
Total identifiable assets acquired
Deferred tax liabilities
Other
Total liabilities assumed
Net identifiable assets acquired
Goodwill
Net assets acquired

$ 12,581
7,416
4,767
5,373
10,348
40,485
(6,191)
(8,357)
(14,548)
25,937
33,520
$ 59,457

The core and developed technology asset of $12,581 represents KIESTRA’s developed lab automation solutions. The technology’s fair value was determined
based on the present value of projected cash flows utilizing an income approach which reflected a risk-adjusted discount rate of 14.5%. The technology will be
amortized over an expected useful life of 10 years, the period over which the technology is expected to generate substantial cash flows.
The acquired in-process research and development asset of $7,416 represents development projects of the existing lab automation technology for use in diagnostic
applications. The probability of success associated with the projects, based upon the applicable technological and commercial risk, was assumed to be 100%. The
projects’ fair value was determined based on the present value of projected cash flows utilizing an income approach and a risk-adjusted discount rate of 15.5%.
The $33,520 of goodwill was allocated to the Diagnostics segment. Goodwill typically results through expected synergies from combining operations of an
acquiree and an acquirer as well as from intangible assets that do not qualify for separate recognition. The goodwill recognized as a result of this acquisition
includes, among other things, the value of integrating the Company’s broad clinical microbiology portfolio through automation for maximum workflow
efficiency. Synergies are expected to result from the alignment of KIESTRA’s automated instrumentation technologies with the Company’s existing portfolio of
microbiology platforms, reagents and
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supplies. Additionally, synergies are expected to result from expanding the market for full lab automation solutions into new geographic regions through the
Company’s broader global sales organization and customer relationships. No portion of this goodwill will be deductible for tax purposes. The Company
recognized $2,500 of acquisition-related costs that were expensed in the current year-to-date period and reported in the Consolidated Statements of Income as
Selling and administrative.
Note 10 – Divestitures
In the fourth quarter of fiscal year 2010, the Company sold the Ophthalmic Systems unit and the surgical blades, critical care and extended dwell catheter product
platforms for $270,000. The Company recognized a pre-tax gain on sale from all of these divestitures of $146,478.
The results of operations associated with the Ophthalmic Systems unit, surgical blade platform and critical care platform are reported as discontinued operations
for all periods presented in the accompanying Consolidated Statements of Income and Cash Flows and related disclosures. The Company agreed to perform
contract manufacturing for a defined period after the sale of the extended dwell catheter product platform. Due to this significant continuing involvement in
operations, the associated results of operations were reported within continuing operations and $18,197 of the gain on sale was recognized in Other income
(expense).
Results of discontinued operations were as follows:
Three Months Ended
March 31,
2012
2011

Revenues

$

Income from discontinued operations before income taxes
Less income tax (benefit) provision
Income from discontinued operations, net

345
(140)
$ 485
16

22

$

119

1,334
377
$ 957

Six Months Ended
March 31,
2012
2011

$ 70

$3,007

301
(159)
$ 460

3,218
601
$2,617
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Note 11 – Intangible Assets
Intangible assets consisted of:
March 31, 2012
Gross
Carrying
Accumulated
Amount
Amortization

Amortized intangible assets
Core and developed technology
Product rights
Patents, trademarks, and other

$ 708,607
156,802
319,602
$1,185,011

Unamortized intangible assets
Acquired in-process research and development
Trademarks

$ 192,745
2,680
$ 195,425

$ 331,638
6,534
238,252
$ 576,424

September 30, 2011
Gross
Carrying
Accumulated
Amount
Amortization

$ 685,191
152,140
309,337
$1,146,668

$ 304,292
1,268
230,542
$ 536,102

$ 185,300
2,669
$ 187,969

Intangible amortization expense for the three months ended March 31, 2012 and 2011 was $16,842 and $12,701, respectively. Intangible amortization expense for
the six months ended March 31, 2012 and 2011 was $33,374 and $24,435, respectively.
Note 12 – Derivative Instruments and Hedging Activities
The Company uses derivative instruments to mitigate certain exposures. The effects these derivative instruments and hedged items have on financial position,
financial performance, and cash flows are provided below.
Foreign Currency Risks and Related Strategies
The Company has foreign currency exposures throughout Europe, Asia Pacific, Canada, Japan and Latin America. From time to time, the Company may partially
hedge forecasted export sales denominated in foreign currencies using forward and option contracts, generally with one-year terms. The Company’s hedging
program has been designed to mitigate exposures resulting from movements of the U.S. dollar, from the beginning of a reporting period, against other foreign
currencies. The Company’s strategy is to offset the changes in the present value of future foreign currency revenue resulting from these movements with either
gains or losses in the fair value of foreign currency derivative contracts. The Company did not enter into contracts to hedge cash flows for fiscal year 2011 and as
of March 31, 2012, the Company has not entered into contracts to hedge cash flows for fiscal year 2012.
The Company designates forward contracts used to hedge these certain forecasted sales denominated in foreign currencies as cash flow hedges. Changes in the
effective portion of the fair value of the Company’s forward contracts that are designated and qualify as cash flow hedges (i.e., hedging the exposure to variability
in expected future cash flows that is attributable
17

Table of Contents
to a particular risk) are included in Other comprehensive income (loss) until the hedged transactions are reclassified in earnings. These changes result from the
maturity of derivative instruments as well as the commencement of new derivative instruments. The changes also reflect movements in the period-end foreign
exchange rates against the forward rates at the time the Company enters into any given derivative instrument contract. Once the hedged revenue transaction
occurs, the recognized gain or loss on the contract is reclassified from Accumulated other comprehensive income (loss) to Revenues. The Company records the
premium or discount of the forward contracts, which is included in the assessment of hedge effectiveness, to Revenues.
In the event that the revenue transactions underlying a derivative instrument are no longer probable of occurring, accounting for the instrument under hedge
accounting is discontinued. Gains and losses previously recognized in Other comprehensive income (loss) are reclassified into Other income (expense). If only a
portion of the revenue transaction underlying a derivative instrument is no longer probable of occurring, only the portion of the derivative relating to those
revenues would no longer be eligible for hedge accounting.
Transactional currency exposures that arise from entering into transactions, generally on an intercompany basis, in non-hyperinflationary countries that are
denominated in currencies other than the functional currency are mitigated primarily through the use of forward contracts and currency options. Hedges of the
transactional foreign exchange exposures resulting primarily from intercompany payables and receivables are undesignated hedges. As such, the gains or losses
on these instruments are recognized immediately in income. The offset of these gains or losses against the gains and losses on the underlying hedged items, as
well as the hedging costs associated with the derivative instruments, is recognized in Other income (expense).
The total notional amounts of the Company’s outstanding foreign exchange contracts as of March 31, 2012 and September 30, 2011 were $1,705,388 and
$2,209,780, respectively.
Interest Rate Risks and Related Strategies
The Company’s primary interest rate exposure results from changes in U.S. dollar interest rates. The Company’s policy is to manage interest cost using a mix of
fixed and variable rate debt. The Company periodically uses interest rate swaps to manage such exposures. Under these interest rate swaps, the Company
exchanges, at specified intervals, the difference between fixed and floating interest amounts calculated by reference to an agreed-upon notional principal amount.
These swaps are designated as either fair value or cash flow hedges.
For interest rate swaps designated as fair value hedges (i.e., hedges against the exposure to changes in the fair value of an asset or a liability or an identified
portion thereof that is attributable to a particular risk), changes in the fair value of the interest rate swaps offset changes in the fair value of the fixed rate debt due
to changes in market interest rates.
Changes in the fair value of the interest rate swaps designated as cash flow hedges (i.e., hedging the exposure to variability in expected future cash flows that is
attributable to a particular risk) are offset by amounts recorded in Other comprehensive income (loss). If interest rate derivatives designated as cash flow hedges
are terminated, the balance in Accumulated other comprehensive income (loss) attributable to those derivatives is reclassified into earnings over the remaining life
of the hedged debt. The amount, related to terminated interest rate swaps, expected to be reclassified and recorded in Interest expense within the next 12 months is
$5,308, net of tax.
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The total notional amounts of the Company’s outstanding interest rate swaps designated as fair value hedges were $200,000 at both March 31, 2012 and
September 30, 2011. The outstanding swap represents a fixed-to-floating rate swap agreement that was entered into to convert the interest payments on $200,000
in 4.55% notes, due April 15, 2013, from the fixed rate to a floating interest rate based on LIBOR.
The Company had no outstanding interest rate swaps designated as cash flow hedges as of March 31, 2012. The total notional amount of the Company’s
outstanding interest rate swaps designated as cash flow hedges as of September 30, 2011 was $900,000 and included forward starting fixed-to-floating rate swap
agreements under which the Company agreed to pay a fixed interest rate and receive a floating interest rate based on LIBOR, subject to mandatory termination
and cash settlement on the forward start date. These hedges were entered into during the fourth quarter of fiscal year 2011 in anticipation of issuing new longterm debt in the first quarter of fiscal year 2012. Their purpose was to partially hedge the risk of changes in interest payments attributable to changes in the
benchmark interest rate (the U.S. Dollar LIBOR swap rate) against which the debt was issued. These swaps were terminated on November 3, 2011, concurrent
with the issuance of the new long-term debt.
Risk Exposures Not Hedged
The Company purchases resins, which are oil-based components used in the manufacture of certain products. While the Company has been able to hedge certain
purchases of polyethylene, the Company does not currently use any hedges to manage the risk exposures related to other resins. Significant increases in world oil
prices that lead to increases in resin purchase costs could impact future operating results. From time to time, the Company has managed price risks associated
with other commodity purchases. The Company had no commodity forward contracts outstanding as of March 31, 2012 or September 30, 2011.
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Effects on Consolidated Balance Sheets
The location and amounts of derivative instrument fair values in the consolidated balance sheet are segregated below between designated, qualifying hedging
instruments and ones that are not designated for hedge accounting.

Asset derivatives-designated for hedge accounting
Interest rate swap
Asset derivatives-undesignated for hedge accounting
Forward exchange contracts
Total asset derivatives (A)
Liability derivatives-designated for hedge accounting
Interest rate swaps
Liability derivatives-undesignated for hedge accounting
Forward exchange contracts
Total liability derivatives (B)
(A)
(B)

March 31,
2012

September 30,
2011

$ 4,227

$

5,959

$12,757
$16,984

$
$

37,198
43,157

$

$

69,103

—

$12,903
$12,903

All asset derivatives are included in Prepaid expenses, deferred taxes and other.
All liability derivatives are included in Accrued expenses.
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Effects on Consolidated Statements of Income
Cash flow hedges
The location and amount of gains and losses on designated derivative instruments recognized in the consolidated statement of income for the three months ended
March 31 consisted of:
Gain (Loss)
Recognized in OCI on
Derivatives
Three Months Ended
March 31,
2012
2011

Derivatives Accounted for as
Designated Cash Flow Hedging
Relationships

Interest rate swaps

$ 1,304

$ 249

Location of Gain (Loss)
Reclassified from
Accumulated OCI into
Income

Interest expense

Gain (Loss)
Reclassified from
Accumulated OCI into
Income
Three Months Ended
March 31,
2012
2011

$ (2,103)

$ (401)

The location and amount of gains and losses on designated derivative instruments recognized in the consolidated statement of income for the six months ended
March 31 consisted of:
Gain (Loss)
Recognized in OCI on
Derivatives
Six Months Ended
March 31,
2012
2011

Derivatives Accounted for as
Designated Cash Flow Hedging
Relationships

Interest rate swaps

$ 3,118

$ 9,147

Location of Gain (Loss)
Reclassified from
Accumulated OCI into
Income

Interest expense

Gain (Loss)
Reclassified from
Accumulated OCI into
Income
Six Months Ended
March 31,
2012
2011

$ (3,631)

$ (853)

The Company’s designated derivative instruments are perfectly effective. As such, there were no gains or losses, related to hedge ineffectiveness or amounts
excluded from hedge effectiveness testing, recognized immediately in income for the three-month and six-month periods ending March 31, 2012.
The gains recorded in Other comprehensive income (loss) for the three-month and six-month periods ended March 31, 2012 included the amortization of amounts
related to terminated hedges. The gain recorded in Other comprehensive income (loss) for the six months ended March 31, 2012 also included the increase in the
value of interest rate swaps entered into during the fourth quarter of fiscal year 2011 to partially hedge interest rate risk associated with the anticipated issuance of
$500,000 of 5-year 1.75% notes and $1,000,000 of 10-year 3.125% notes in the first quarter of fiscal year 2012. These swaps were designated as hedges of the
variability in interest payments attributable to changes in the benchmark interest rates against which the long-term debt was priced and they were terminated at a
loss in November 2011, concurrent with the pricing of the notes.
The gain recognized in other comprehensive income for the six months ended March 31, 2011 was attributable primarily to gains realized on interest rate swaps
that were entered into in the first quarter of 2011 in anticipation of issuing $700,000 of 10-year 3.25% notes and $300,000 of 30-year 5.00% notes. These swaps
were designated as hedges of the variability in interest payments attributable to changes in the benchmark interest rates against which the long-term debt was
priced and they were terminated at a gain in November 2010, concurrent with the pricing of the notes.
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The realized gains and losses on the swaps terminated in both November 2011 and 2010 will be amortized over the lives of the notes with an offset to interest
expense.
Fair value hedge
The location and amount of gains or losses on the hedged fixed rate debt attributable to changes in the market interest rates and the offsetting gain (loss) on the
related interest rate swap were as follows:

Income Statement
Classification

Other income (expense) (A)
(A)

Gain/(Loss) on Swap
Three Months Ended
Six Months Ended
March 31,
March 31,
2012
2011
2012
2011

$(577)

$ (1,041)

$(1,732)

$(2,771)

Gain/(Loss) on Borrowings
Three Months Ended
Six Months Ended
March 31,
March 31,
2012
2011
2012
2011

$ 577

$ 1,041

$1,732

$2,771

Changes in the fair value of the interest rate swap offset changes in the fair value of the fixed rate debt due to changes in market interest rates. There was no
hedge ineffectiveness relating to this interest rate swap.

Undesignated hedges
The location and amount of gains and losses recognized in income on derivatives not designated for hedge accounting were as follows:

(B)

Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss)
Recognized in Income on
Derivatives

Forward exchange contracts (B)

Other income (expense)

Amount of Gain (Loss)
Recognized in Income on
Derivatives
Three Months Ended
Six Months Ended
March 31,
March 31,
2012
2011
2012
2011

$8,903

$25,644

$6,039

$8,143

The gains and losses on forward contracts and currency options utilized to hedge the intercompany transactional foreign exchange exposures are largely
offset by gains and losses on the underlying hedged items in Other income (expense).
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Note 13 – Financial Instruments and Fair Value Measurements
The fair values of financial instruments, including those not recognized on the statement of financial position at fair value, carried at March 31, 2012 and
September 30, 2011 are classified in accordance with the fair value hierarchy in the tables below:
Basis of Fair Value Measurement

Assets
Institutional money market investments
Forward exchange contracts
Interest rate swap
Total Assets
Liabilities
Forward exchange contracts
Long-term debt
Contingent consideration liability
Total Liabilities

March 31,
2012
Carrying
Value

Quoted Prices in
Active Markets
for Identical
Assets (Level 1)

$1,118,703
12,757
4,227
$1,135,687
$

12,903
3,964,134
8,628
$3,985,665

Significant Other
Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

$ 1,118,703
—
—
$ 1,118,703

$

—
12,757
4,227
16,984

$

$

$

12,903
4,257,778
—
$ 4,270,681

$

$

—
—
—
—

$

$

$

—
—
—
—
—
—
8,628
8,628

Basis of Fair Value Measurement

Assets
Institutional money market investments
Forward exchange contracts
Interest rate swap
Total Assets
Liabilities
Forward exchange contracts
Interest rate swaps
Long-term debt
Total Liabilities

September 30,
2011
Carrying
Value

Quoted Prices in
Active Markets
for Identical
Assets (Level 1)

Significant Other
Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

$ 590,515
37,198
5,959
$ 633,672

$

$

—
37,198
5,959
43,157

$

$

$

39,589
69,103
2,839,697
$ 2,948,389

$

39,589
69,103
2,484,665
$2,593,357

$

$

590,515
—
—
590,515
—
—
—
—

$
$

$

$

—
—
—
—
—
—
—
—

The Company’s institutional money market accounts permit daily redemption and the fair values of these investments are based upon the quoted prices in active
markets provided by the holding financial institutions. The Company’s remaining cash equivalents were $720,787 and $584,767 at March 31, 2012 and
September 30, 2011, respectively. Short-term investments are held to their maturities and are carried at cost, which approximates fair value. The cash equivalents
consist of liquid investments with a maturity of three months or less and the short-term investments consist of instruments with maturities greater than three
months and less than one year. The Company measures the fair value of forward exchange contracts and currency options using an income approach with
significant observable inputs, specifically spot currency rates,
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market designated forward currency prices and a discount rate. The fair value of interest rate swaps is provided by the financial institutions that are counterparties
to these arrangements. The fair value of long-term debt is based upon quoted prices in active markets for similar instruments.
The contingent consideration liability was recognized as part of the consideration transferred in the Company’s acquisition of KIESTRA, which occurred in the
second quarter of fiscal year 2012. The fair value of the contingent consideration liability was estimated using a probability-weighted discounted cash flow model
that was based upon the probabilities assigned to the contingent events. The change to the contingent liability since the acquisition date is attributable to foreign
currency translation. Additional disclosures regarding the contingent consideration liability are included in Note 9.
The Company’s policy is to recognize any transfers into fair value measurement hierarchy levels and transfers out of levels at the beginning of each reporting
period. There were no transfers in and out of Level 1, Level 2 or Level 3 measurements for the three months and six months ended March 31, 2012.
Note 14 – Subsequent Events
On April 10, 2012, the Company signed a definitive agreement to sell its BD Biosciences – Discovery Labware unit, excluding its Advanced Bioprocessing
platform. Cash proceeds from the sale are expected to be approximately $730,000, subject to post-closing adjustments for inventory balances. The transaction is
expected to be completed by the end of the calendar year 2012, subject to the satisfaction of customary closing conditions, including consultations and regulatory
approvals. The Company expects to record a gain on the sale when the transaction is completed.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Company Overview
Becton, Dickinson and Company (“BD”) is a global medical technology company engaged principally in the development, manufacture and sale of medical
devices, instrument systems and reagents used by healthcare institutions, life science researchers, clinical laboratories, the pharmaceutical industry and the
general public. Our business consists of three worldwide business segments – BD Medical (“Medical”), BD Diagnostics (“Diagnostics”) and BD Biosciences
(“Biosciences”). Our products are marketed in the United States and internationally through independent distribution channels and directly to end-users by BD
and independent sales representatives.
Overview of Financial Results and Financial Condition
Second quarter revenues of $1.991 billion represented an increase of 3.6% from the same period a year ago, and reflected volume increases of approximately
5.7%, partially offset by price decreases of approximately 1.1% and unfavorable foreign currency translation of approximately 1.0%. Solid growth from our
Medical and Diagnostics segments was primarily driven by new product launches and growth from recent acquisitions. We continued to experience weaker sales
in the U.S. due to an uncertain research spending environment affecting our Biosciences segment as well as increased pricing pressures compared to the prior
year’s period. International revenues reflected continued strength in emerging market sales and strong sales of safety-engineered products. Sales in the United
States of safety-engineered devices in the second quarter of 2012 were $283 million, representing a 7.3% increase from the prior year’s period. International sales
of safety-engineered devices of $205 million in the second quarter of 2012 grew 15.5% over the prior year’s period, including an estimated $4 million, or 2.2%,
unfavorable impact due to foreign currency translation. International safety-engineered device revenue growth continues to be driven by strong growth in the
Medical segment, with the largest growth in emerging markets, including China and Latin America.
The healthcare industry continues to face a challenging economic environment. The current economic conditions and other circumstances have resulted in pricing
pressures for some of our products, and we expect this pricing pressure to continue through fiscal year 2012. In addition, healthcare utilization in the U.S. and
Western Europe remains constrained due to decreases in government and private healthcare spending, resulting in less demand for our products, and we also
expect these conditions to continue through fiscal 2012. We are also experiencing increased raw material costs.
We continue to invest in research and development spending, geographic expansion, and new product promotions to drive further revenue and profit growth. Our
ability to sustain our long-term growth will depend on a number of factors, including our ability to expand our core business (including geographical expansion),
develop innovative new products across our business segments, and continue to improve operating efficiency and organizational effectiveness. In addition to the
economic conditions in the United States and elsewhere, numerous other factors can affect our ability to achieve these goals including, without limitation,
increased competition and healthcare reform initiatives. For example, the U.S. healthcare reform law contains certain tax provisions that will affect BD. The most
significant impact is the medical device excise tax, which imposes a 2.3% tax on certain U.S. sales of medical devices, beginning in January 2013. Sales of BD
products that we estimate to be subject to this tax represented about 80% of BD’s total U.S. revenues in fiscal year 2011.
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Our financial condition remains strong, with cash flows from continuing operating activities totaling $610 million in the first six months of 2012. Cash outflows
relating to acquisitions included the purchase of KIESTRA Lab Automation BV (“KIESTRA”), a Netherlands-based company that designs, develops,
manufactures, markets and sells innovative lab automation solutions for the microbiology lab, for $51 million, net of cash acquired. In November 2011, we issued
$500 million of 5-year 1.75% notes and $1 billion of 10-year 3.125% notes, as discussed further below. Also, we continued to return value to our shareholders as
we repurchased $1 billion of our common stock and paid cash dividends of $188 million in the first six months of 2012.
In April 2012, we signed a definitive agreement to sell Biosciences’ Discovery Labware unit, excluding its Advanced Bioprocessing platform. Cash proceeds
from the sale are expected to be approximately $730 million, subject to post-closing adjustments for inventory balances. The transaction is expected to be
completed by the end of the calendar year 2012, subject to the satisfaction of customary closing conditions, including consultations and regulatory approvals. For
the full fiscal year 2012, revenues and diluted earnings per share associated with the affected asset group are forecasted at about $235 million and $0.23 to $0.27,
respectively. We expect to record a gain on the sale when the transaction is completed.
We face currency exposure each reporting period that arises from translating the results of our worldwide operations to the U.S. dollar at exchange rates that
fluctuate from the beginning of such period. We evaluate our results of operations on both an as reported and a foreign currency-neutral basis, which excludes the
impact of fluctuations in foreign currency exchange rates. We calculate foreign currency-neutral percentages by converting our current-period local currency
financial results using the prior-period foreign currency exchange rates and comparing these adjusted amounts to our current-period reported results.
From time to time, we may purchase forward contracts and options to partially protect against adverse foreign exchange rate movements. Gains or losses on our
derivative instruments are largely offset by the gains or losses on the underlying hedged transactions. We do not enter into derivative instruments for trading or
speculative purposes. As of March 31, 2012, we had not entered into contracts to hedge cash flows in fiscal year 2012.
Results of Operations
Revenues
Refer to Note 6 in the Notes to Condensed Consolidated Financial Statements for segment financial data.
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Medical Segment
Second quarter revenues of $1.021 billion represented an increase of 4.1% compared with the prior year’s quarter, including an estimated $12 million, or
approximately 1.2%, unfavorable impact due to foreign currency translation.
The following is a summary of second quarter Medical revenues by organizational unit:
Three months ended March 31,

(millions of dollars)

Medical Surgical Systems
Diabetes Care
Pharmaceutical Systems
Total Revenues*
*

2012

2011

$ 519
219
283
$1,021

$505
208
269
$981

Total
Change

2.8%
5.5%
5.2%
4.1%

Estimated
Foreign
Exchange
Impact

(1.0)%
(1.0)%
(1.9)%
(1.2)%

Amounts may not add due to rounding

Medical segment revenue growth was primarily driven by Diabetes Care, with continued strong sales of pen needles, including sales of the BD Ultra-Fine™
Nano. Pharmaceutical Systems revenue growth reflected the favorable timing of certain orders. Medical Surgical Systems revenue reflected solid growth of
safety-engineered product sales and growth resulting from the Carmel Pharma, AB (“Carmel”) acquisition that occurred in the fourth quarter of fiscal year 2011.
Global sales of safety-engineered products were $236 million, compared with $205 million in the prior year’s quarter and included an estimated $1 million
unfavorable impact due to foreign currency translation. Total Medical revenues for the six-month period ended March 31, 2012 increased by 3.3% from the prioryear six-month period, including an estimated 0.7% unfavorable impact from foreign currency translation. For the six-month period ended March 31, 2012, global
sales of safety-engineered products were $476 million, compared with $418 million in the prior year’s period, and included an estimated $.5 million unfavorable
impact due to foreign currency translation.
Medical operating income for the second quarter was $285 million, or 27.9% of Medical revenues, compared with $287 million, or 29.3% of segment revenues,
in the prior year’s quarter. Gross profit margin was lower in the current quarter than the second quarter of 2011 due to amortization of intangibles associated with
the Carmel acquisition, unfavorable pricing impacts on certain product lines, increases in certain raw material costs and unfavorable foreign currency translation.
These unfavorable impacts on gross profit margin were partially offset by lower manufacturing costs from Project ReLoCo, a global, cross-functional business
initiative to drive sustained low-cost capability primarily benefitting Medical Surgical Systems. See further discussion on gross profit margin below. Selling and
administrative expense as a percentage of Medical revenues in the second quarter of 2012 was higher than in the second quarter of 2011, primarily due to
increased spending for expansion in emerging markets and higher expenses resulting from the Carmel acquisition as compared with the prior year’s period. These
unfavorable impacts were partially offset by favorable foreign currency translation. Research and development expenses for the quarter increased $3 million, or
8.1%, above the prior year’s period. Segment operating income for the six-month period was $539 million, or 27.3% of Medical revenues, compared with $563
million, or 29.5% in the prior year’s period.
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Diagnostics Segment
Second quarter revenues of $630 million represented an increase of 4.1% over the prior year’s quarter, including an estimated $5 million, or approximately 0.9%,
unfavorable impact due to foreign currency translation.
The following is a summary of second quarter Diagnostics revenues by organizational unit:
Three months ended March 31,

(millions of dollars)

Preanalytical Systems
Diagnostic Systems
Total Revenues

2012

2011

$323
307
$630

$306
299
$605

Total
Change

5.6%
2.5%
4.1%

Estimated
Foreign
Exchange
Impact

(1.2)%
(0.7)%
(0.9)%

Diagnostics segment revenue growth was primarily driven by sales of Preanalytical Systems safety-engineered products and continued strength in our Women’s
Health and Cancer platforms sales. Segment growth was partially offset by the impact of a mild 2011-2012 flu season. Global sales of safety-engineered products
in the Preanalytical Systems unit totaled $252 million, compared with $237 million in the prior year’s quarter, and included an estimated $3 million unfavorable
impact due to foreign currency translation. Total Diagnostics revenues for the six-month period ended March 31, 2012 increased by 3.6% from the prior-year sixmonth period, including an estimated 0.5% unfavorable impact from foreign currency translation. For the six-month period ended March 31, 2012, global sales of
safety-engineered products in the Preanalytical Systems unit were $500 million, compared with $476 million in the prior year’s period, and included an estimated
$4 million unfavorable impact due to foreign currency translation.
Diagnostics operating income for the second quarter was $158 million, or 25.1% of Diagnostics revenues, compared with $156 million, or 25.7% of segment
revenues, in the prior year’s quarter. Gross profit margin was lower in the current quarter than in the prior year’s quarter due to unfavorable pricing impacts on
certain product lines, increases in certain raw material costs and unfavorable foreign currency translation. These unfavorable impacts on gross profit margin were
partially offset by the impact of increased sales of products with relatively higher gross margins. See further discussion on gross profit margin below. Selling and
administrative expense as a percentage of Diagnostics revenues in the second quarter of 2012 was higher than in the second quarter of 2011 primarily due to
increased spending for expansion in emerging markets and spending for new product launches, partially offset by favorable foreign currency translation. Research
and development expenses in the second quarter of 2012 decreased by $2 million compared with the prior year’s period. Diagnostics research and development
spending for the total fiscal year 2012 is expected to be slightly below, as a percentage of revenues, the spending in total fiscal year 2011. Segment operating
income for the six-month period was $323 million, or 25.9% of Diagnostics revenues, compared with $317 million, or 26.3% in the prior year’s period.
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Biosciences Segment
Second quarter revenues of $340 million represented an increase of 1.3% over the prior year’s quarter, including an estimated $1 million, or 0.4%, unfavorable
impact due to foreign currency translation.
The following is a summary of second quarter Biosciences revenues by organizational unit:
Three months ended March 31,

(millions of dollars)

Cell Analysis
Discovery Labware
Total Revenues*
*

2012

2011

$262
78
$340

$256
80
$335

Total
Change

2.4%
(2.2)%
1.3%

Estimated
Foreign
Exchange
Impact

(0.4)%
(0.1)%
(0.4)%

Amounts may not add due to rounding

Biosciences segment revenues in the current year’s quarter experienced moderate growth compared with the prior year’s period as strong international revenue
growth was offset by reduced research funding in the U.S. and the resulting reduced demand for high-end instruments. Biosciences segment revenues were also
unfavorably impacted by increased competition within the market for research reagents. For the six-month period ended March 31, 2012, total Biosciences
revenues increased by 1.1% from the prior-year six-month period, including an estimated 0.1% favorable impact from foreign currency translation.
Biosciences operating income for the second quarter was $94 million, or 27.8% of Biosciences revenues, compared with $95 million, or 28.4% of segment
revenues, in the prior year’s quarter. Gross profit margin, was lower in the current quarter than the first quarter of 2011, primarily due to amortization of
intangibles associated with capitalized software and the Accuri Cytometers, Inc. (“Accuri”) acquisition that occurred in the second fiscal quarter of 2011. These
unfavorable variances from the prior year’s period were partially offset by favorable foreign currency translation. See further discussion on gross profit margin
below. Selling and administrative expense as a percent of Biosciences revenues for the quarter was relatively flat compared with the prior year’s quarter and
reflected increased spending for expansion in emerging markets and the effect of moderate revenue growth in the current year’s period as compared with the prior
year’s period. These unfavorable impacts were offset by favorable foreign currency translation. Research and development spending in the quarter was also
relatively flat compared with the spending in the prior year’s period. Segment operating income for the six-month period was $177 million, or 27.0% of
Biosciences revenues, compared with $186 million, or 28.6% in the prior year’s period.
Geographic Revenues
Revenues in the United States for the second quarter of $848 million represented an increase of $18 million, or 2.2%, over the prior year’s quarter. Growth in U.S.
Medical revenues reflected strong sales of Pharmaceutical Systems and Diabetes Care products, which were partially offset
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as a result of pricing pressures for Medical Surgical Systems products. U.S. Diagnostics revenue growth was driven by solid sales of Preanalytical Systems’
safety-engineered products. Diagnostic Systems revenue growth in the U.S. was unfavorably affected by the mild 2011-2012 flu season. Sales from our
healthcare-associated infection platform also adversely affected U.S. Diagnostic Systems revenue growth due to a challenging competitive environment.
Biosciences revenue in the U.S. declined in the current year’s quarter compared with the prior year’s quarter due to reduced research funding for reagents as well
as reduced demand for high-end instruments.
International revenues for the second quarter of $1.143 billion represented an increase of $50 million, or 4.6%, over the prior year’s quarter, including an
estimated $19 million, or 1.7%, unfavorable impact due to foreign currency translation. International revenues for the second quarter of 2012 reflected growth
from all segments, including growth attributable to emerging markets, as well as strong sales of safety-engineered products.
Gross Profit Margin
Gross profit margin was 51.2% for the second quarter, compared with 52.1% for the comparable prior-year period. The decrease in gross profit margin reflected
the estimated net unfavorable impact of 60 basis points relating to operating performance and an estimated 30 basis points relating to unfavorable foreign
currency translation. Operating performance was adversely affected by an estimated 60 basis points due to amortization of intangibles associated with the fiscal
year 2011 acquisitions, Biosciences software amortization and the impact of decreased sales of Biosciences products, which have higher gross margins. Operating
performance was also adversely impacted by approximately 50 basis points due to unfavorable pricing impacts on certain product lines and 20 basis points due to
increases in certain raw material costs. The unfavorable impacts on operating performance for the current year’s quarter were partially offset by an estimated 70
basis points due to lower manufacturing costs from continuous improvement projects, such as Project ReLoCo, lower manufacturing start-up costs and lower
pension costs.
Gross profit margin in the six-month period of 2012 was 51.1% compared with the prior year’s period gross profit margin of 52.6%. The decrease in gross profit
margin reflected the estimated net unfavorable impact of 130 basis points relating to operating performance and an estimated 20 basis points relating to
unfavorable foreign currency translation. Operating performance was adversely affected by an estimated 90 basis points due to amortization of intangibles
associated with the fiscal year 2011 acquisitions, Biosciences software amortization and the impact of decreased sales of Biosciences products, which have higher
gross margins. Operating performance also reflected the estimated impacts of 60 basis points due to unfavorable pricing impacts on certain product lines and 40
basis points due to increases in certain raw material costs. The unfavorable impacts on operating performance for the current year’s six-month period were
partially offset by an estimated 60 basis points due to lower manufacturing costs from continuous improvement projects, such as Project ReLoCo, lower
manufacturing start-up costs and lower pension costs.
Selling and Administrative Expense
Selling and administrative expense was 24.9% of revenues for the second quarter of fiscal year 2012, compared with 23.0% for the prior year’s period. Aggregate
expenses for the second quarter of 2012 reflected an increase in core spending of $45 million, primarily relating to expansion of our business in emerging
markets, transactions costs relating to the KIESTRA
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acquisition and higher expenses resulting from the Carmel acquisition. Aggregate expenses for the second quarter also included $7 million in corporate legal fees
and increased spending of $6 million related to our global enterprise resource planning initiative to update our business information systems. Additionally,
aggregate expenses included a $3 million increase in the deferred compensation plan liability, as further discussed below. These second quarter 2012 spending
increases were partially offset by lower pension costs of $4 million and favorable foreign currency translation of $4 million.
Selling and administrative expense was 25.4% of revenues for the six-month period of fiscal year 2012, compared with 23.6% for the prior year’s period.
Aggregate expenses for the six-month period of 2012 reflected an increase in core spending of $67 million, primarily relating to expansion of our business in
emerging markets, transactions costs relating to the KIESTRA acquisition and higher expenses resulting from the Carmel acquisition. Aggregate expenses for the
six-month period also included $21 million in corporate legal fees and increased spending of $10 million related to our global enterprise resource planning
initiative to update our business information systems. Additionally, aggregate expenses in the six-month period included a $4 million increase in the deferred
compensation plan liability, as further discussed below. These increases were partially offset by lower pension costs of $4 million and favorable foreign currency
translation of $4 million.
Research and Development Expense
Research and development expense was $119 million, or 6.0% of revenues, for the second quarter, compared with the same amount, or 6.2% of revenues, in the
prior year’s period. Research and development expense was $232 million, or 6.0% of revenues, for the six-month period in the current year, compared with the
prior year’s amount of $235 million, or 6.2% of revenues. This decrease in research and development expenses compared with the prior year’s period reflected
the timing of expenses. Research and development spending for the total fiscal year 2012 is expected to be comparable, as a percentage of revenues, with the
spending in total fiscal year 2011.
Non-Operating Expense and Income
Interest income was $17 million in the second quarter and $32 million in the six-month period of 2012, compared with $15 million and $30 million, respectively,
in the prior year’s periods. These increases are largely the result of investment gains on assets related to our deferred compensation plan, partially offset by the
impact of lower interest rates and lower investment levels in certain non-U.S. locations. The related increase in the deferred compensation plan liability was
recorded as an increase in selling and administrative expenses. Interest expense was $35 million in the second quarter and $65 million in the six-month period of
2012, compared with $24 million and $39 million, respectively, in the prior year’s periods. The increases reflect higher levels of long-term fixed-rate debt,
partially offset by lower average interest rates on this debt.
Income Taxes
The income tax rate was 26.0% for the second quarter, compared with the prior year’s rate of 27.4%. The six-month tax rate was 24.9% compared with the prior
year’s rate of 25.3%. The income tax rate in the first six months of 2012 reflected the favorable impact of various tax settlements in multiple jurisdictions. The
income tax rate in the first six months of 2011 reflected the favorable impact due to the timing of certain tax benefits resulting from the retroactive extension of
the U.S. research tax credit and a European restructuring transaction.
31

Table of Contents
Income from Continuing Operations and Diluted Earnings Per Share from Continuing Operations
Income from continuing operations and diluted earnings per share from continuing operations for the second quarter of 2012 were $291 million and $1.38,
respectively. Income from continuing operations and diluted earnings per share from continuing operations for the prior year’s second quarter were $311 million
and $1.38, respectively. The current quarter’s earnings reflected an estimated $0.04 unfavorable impact due to foreign currency translation. For the six-month
periods, income from continuing operations and diluted earnings per share from continuing operations were $554 million and $2.59, respectively, in 2012 and
$625 million and $2.72, respectively, in 2011. The current period’s earnings reflected an estimated $0.04 unfavorable impact due to foreign currency translation.
Liquidity and Capital Resources
Cash generated from operations, along with available cash and cash equivalents, is expected to be sufficient to fund our normal operating needs in 2012. Normal
operating needs in fiscal year 2012 include working capital, capital expenditures, cash dividends and common stock repurchases. Net cash provided by continuing
operating activities was $610 million during the first six months of 2012, compared with $707 million in the same period in 2011. The current period change in
operating assets and liabilities was a net use of cash and primarily reflected higher levels of inventory and lower levels of accounts payable and accrued expenses.
Net cash provided by continuing operating activities in the first six months of 2012 was reduced by changes in the pension obligation resulting primarily from
discretionary cash contributions of approximately $100 million.
Net cash used for continuing investing activities for the first six months of the current year was $226 million, compared with $1.024 billion in the prior-year
period. Capital expenditures were $215 million in the first six months of 2012 and $194 million in the same period in 2011. Acquisitions of businesses in the
current period reflected the payment of $51 million, net of cash acquired, relating to the KIESTRA acquisition. For further discussion of this acquisition, refer to
Note 9 in the Notes to Condensed Consolidated Financial Statements. Acquisitions of businesses in the prior-year period reflected the payment of $205 million,
net of cash acquired, relating to the Accuri acquisition. Cash used for purchases of investments in the first six months of 2011 reflected the extension of maturities
of certain highly liquid investments beyond three months.
Net cash provided by continuing financing activities for the first six months of the current year was $278 million, compared with net cash used for financing
activities of $155 million in the prior-year period. The current period’s net cash provided by continuing financing activities includes the proceeds from $500
million of 5-year 1.75% notes and $1 billion of 10-year 3.125% notes issued on November 3, 2011. The net proceeds from these issuances have been and are
expected to be used for general corporate purposes, which may include funding for working capital, capital expenditures, repurchases of our common stock and
acquisitions. The prior period’s cash provided by continuing financing activities included the proceeds from $700 million of 10-year 3.25% notes and $300
million of 30-year 5.00% notes issued on November 8, 2010.
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For the first six months of the current year, we repurchased approximately 13.3 million shares of our common stock for $1 billion, compared with approximately
13.1 million shares of our common stock for $1.058 billion in the prior-year period. Aggregate common stock repurchases are estimated to be approximately $1.5
billion for the full fiscal year 2012. A total of approximately 14.8 million common shares remain available for purchase at March 31, 2012 under the Board of
Directors’ July 2011 repurchase authorization, subject to market conditions.
As of March 31, 2012, total debt of $4.2 billion represented 47.4% of total capital (shareholders’ equity, net non-current deferred income tax liabilities, and debt),
versus 35.8% at September 30, 2011. Short-term debt decreased to 5% of total debt at the end of March 31, 2012, from 9% at September 30, 2011.
We have in place a commercial paper borrowing program that is available to meet our short-term financing needs, including working capital requirements.
Borrowings outstanding under this program were $200 million at March 31, 2012. We have available a $1 billion syndicated credit facility with an expiration date
in December 2012. This credit facility, under which there were no borrowings outstanding at March 31, 2012, provides backup support for our commercial paper
program and can also be used for other general corporate purposes. This credit facility includes a single financial covenant that requires BD to maintain an
interest expense coverage ratio (ratio of earnings before income taxes, depreciation and amortization to interest expense) of not less than 5-to-1 for the most
recent four consecutive fiscal quarters. On the last eight measurement dates, this ratio has ranged from 15-to-1 to 27-to-1. In addition, we have informal lines of
credit outside the United States.
Government Receivables
Accounts receivable balances include sales to government-owned or government-supported healthcare facilities. Because these customers are government-owned
or supported, we could be impacted by declines in sovereign credit ratings or by defaults in these countries. We continually evaluate all government receivables,
particularly in Spain, Italy and other parts of Western Europe, for potential collection risks associated with the availability of government funding and
reimbursement practices.
In particular, we have experienced significant payment delays in Spain due to the government’s liquidity issues that have affected its ability to process payments
to suppliers. Accounts receivable balances at March 31, 2012 include sales to government-owned or supported healthcare facilities in Spain of approximately $85
million, net of reserves. We understand that this is an industry-wide issue for suppliers to these facilities. While we believe our allowance for doubtful accounts is
adequate as of March 31, 2012, if significant changes occur in the availability of government funding, we may not be able to collect on amounts due from these
customers. We will continue to monitor the market conditions in Spain and adjust reserves, accordingly.
We believe the current reserves related to all government receivables are adequate and this concentration of credit risk is not expected to have a material adverse
impact on our financial position or liquidity.
Cautionary Statement Regarding Forward-Looking Statements
BD and its representatives may from time to time make certain forward-looking statements in publicly released materials, both written and oral, including
statements contained in filings with the Securities and Exchange Commission, press releases, and our reports to shareholders.
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Forward-looking statements may be identified by the use of words such as “plan,” “expect,” “believe,” “intend,” “will,” “anticipate,” “estimate” and other words
of similar meaning in conjunction with, among other things, discussions of future operations and financial performance, as well as our strategy for growth,
product development, regulatory approvals, market position and expenditures. All statements that address operating performance or events or developments that
we expect or anticipate will occur in the future — including statements relating to volume growth, sales and earnings per share growth, cash flows or uses, and
statements expressing views about future operating results — are forward-looking statements.
Forward-looking statements are based on current expectations of future events. The forward-looking statements are, and will be, based on management’s thencurrent views and assumptions regarding future events and operating performance, and speak only as of their dates. Investors should realize that if underlying
assumptions prove inaccurate or unknown risks or uncertainties materialize, actual results could vary materially from our expectations and projections. Investors
are therefore cautioned not to place undue reliance on any forward-looking statements. Furthermore, we undertake no obligation to update or revise any forwardlooking statements after the date they are made, whether as a result of new information, future events and developments or otherwise, except as required by
applicable law or regulations.
The following are some important factors that could cause our actual results to differ from our expectations in any forward-looking statements. For further
discussion of certain of these factors, see Item IA. Risk Factors in our 2011 Annual Report on Form 10-K.
•

The current conditions in the global economy and financial markets, and the potential adverse effect on the cost of operating our business, the
demand for our products and services, prices for our products and services due to increases in pricing pressure, or our ability to produce our products,
including the impact on developing countries. Also, the increase in sovereign debt during the financial crisis as a result of governmental intervention
in the world economy poses additional risks to the global financial system and economic recovery. In addition, deficit reduction efforts or other
adverse changes in the availability of government funding for healthcare and research, particularly in the U.S. and Western Europe, could result in
less demand for our products and additional pricing pressures, as well as create potential collection risks associated with such sales. In that regard, in
the U.S., automatic spending cuts, or sequestration, that could affect government healthcare spending and research funding are set to go into effect
January 2013 in the absence of further legislative action.

•

The consequences of the healthcare reform in the United States, which implemented an excise tax on U.S. sales of certain medical devices, and
which could result in reduced demand for our products, increased pricing pressures or otherwise adversely affect BD’s business.

•

Future healthcare reform in the countries in which we do business may also involve changes in government pricing and reimbursement policies or
other cost containment reforms.

•

Changes in domestic and foreign healthcare industry practices that result in a reduction in procedures using our products or increased pricing
pressures, including the continued consolidation among healthcare providers and trends toward managed care and healthcare cost containment
(including changes in reimbursement practices by third party payors).
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•

Our ability to penetrate developing and emerging markets, which also depends on local economic and political conditions and how well we are able
to acquire or form strategic business alliances with local companies and make necessary infrastructure enhancements to production facilities,
distribution networks, sales equipment and technology.

•

Regional, national and foreign economic factors, including inflation, deflation, and fluctuations in interest rates and, in particular, foreign currency
exchange rates, and the potential effect on our revenues, expenses, margins and credit ratings.

•

New or changing laws and regulations affecting our domestic and foreign operations, or changes in enforcement practices, including laws relating to
trade, monetary and fiscal policies, taxation (including tax reforms that could adversely impact multinational corporations), sales practices, price
controls and licensing and regulatory requirements for new products and products in the postmarketing phase. In particular, the U.S. and other
countries may impose new requirements regarding registration, labeling or prohibited materials that may require us to re-register products already on
the market or otherwise impact our ability to market our products. Environmental laws, particularly with respect to the emission of greenhouse gases,
are also becoming more stringent throughout the world, which may increase our costs of operations or necessitate changes in our manufacturing
plants or processes or those of our suppliers, or result in liability to BD.

•

Product efficacy or safety concerns regarding our products resulting in product recalls, regulatory action on the part of the U.S. Food and Drug
Administration (FDA) or foreign counterparts, declining sales and product liability claims, particularly in light of the current regulatory environment,
including increased enforcement activity by the FDA.

•

Competitive factors that could adversely affect our operations, including new product introductions (for example, new forms of drug delivery) by our
current or future competitors, increased pricing pressure due to the impact of low-cost manufacturers as certain competitors have established
manufacturing sites or have contracted with suppliers in low-cost manufacturing locations as a means to lower their costs, patents attained by
competitors (particularly as patents on our products expire), and new entrants into our markets.

•

The effects of events that adversely impact our ability to manufacture our products (particularly where production of a product line is concentrated in
one or more plants) or our ability to source materials or components from suppliers that are needed for such manufacturing, including pandemics,
natural disasters, environmental factors or cyber attacks.

•

Fluctuations in the cost and availability of oil-based resins and other raw materials, as well as certain sub-assemblies and finished goods, the ability
to maintain favorable supplier arrangements and relationships (particularly with respect to sole-source suppliers), and the potential adverse effects of
any disruption in the availability of such items.
35

Table of Contents
•

Difficulties inherent in product development, including the potential inability to successfully continue technological innovation, complete clinical
trials, obtain regulatory approvals in the United States and abroad, obtain coverage and adequate reimbursement for new products, or gain and
maintain market approval of products, as well as the possibility of infringement claims by competitors with respect to patents or other intellectual
property rights, all of which can preclude or delay commercialization of a product. Delays in obtaining necessary approvals or clearances from the
FDA or other regulatory agencies or changes in the regulatory process (including potential 510(k) reforms) may also delay product launches and
increase development costs.

•

Fluctuations in the demand for products we sell to pharmaceutical companies that are used to manufacture, or are sold with, the products of such
companies, as a result of funding constraints, consolidation or otherwise.

•

Fluctuations in university or U.S. and international governmental funding and policies for life sciences research.

•

Our ability to achieve our projected level or mix of product sales. Our earnings forecasts are based on projected volumes and sales of many product
types, some of which are more profitable than others.

•

Our ability to implement our ongoing upgrade of our enterprise resource planning system, as any delays or deficiencies in the design and
implementation of our upgrade could adversely affect our business.

•

Pending and potential future litigation or other proceedings adverse to BD, including antitrust claims, product liability claims and patent infringement
claims, and the availability or collectibility of insurance relating to any such claims.

•

The effect of adverse media exposure or other publicity regarding BD’s business or operations, including the effect on BD’s reputation or demand for
its products.

•

The effects, if any, of governmental and media activities regarding the business practices of group purchasing organizations, which negotiate product
prices on behalf of their member hospitals with BD and other suppliers.

•

The effect of market fluctuations on the value of assets in BD’s pension plans and on actuarial interest rate and asset return assumptions, which could
require BD to make additional contributions to the plans or increase our pension plan expense.

•

Political conditions in international markets, including civil unrest, terrorist activity, governmental changes, restrictions on the ability to transfer
capital across borders and expropriation of assets by a government, including the recent civil unrest in parts of the Middle East.
36

Table of Contents
•

The impact of business combinations, including any volatility in earnings relating to acquired in-process research and development assets, and our
ability to successfully integrate any business we may acquire.

•

Our ability to obtain the anticipated benefits of restructuring programs, if any, that we may undertake.

•

Issuance of new or revised accounting standards by the Financial Accounting Standards Board or the Securities and Exchange Commission.

The foregoing list sets forth many, but not all, of the factors that could impact our ability to achieve results described in any forward-looking statements. Investors
should understand that it is not possible to predict or identify all such factors and should not consider this list to be a complete statement of all potential risks and
uncertainties.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
There have been no material changes in information reported since the end of the fiscal year ended September 30, 2011.
Item 4. Controls and Procedures
An evaluation was carried out by BD’s management, with the participation of BD’s Chief Executive Officer and Chief Financial Officer, of the effectiveness of
the design and operation of BD’s disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934) as of March 31,
2012. Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the design and operation of these disclosure controls
and procedures were, as of the end of the period covered by this report, effective and designed to ensure that material information relating to BD and its
consolidated subsidiaries would be made known to them by others within these entities. There were no changes in our internal control over financial reporting
during the fiscal quarter ended March 31, 2012 identified in connection with the above-referenced evaluation that have materially affected, or are reasonably
likely to materially affect, BD’s internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 1. Legal Proceedings
We are involved, both as a plaintiff and a defendant, in various legal proceedings which arise in the ordinary course of business, including product liability and
environmental matters as set forth in our 2011 Annual Report on Form 10-K and in Note 5 of the Notes to Condensed Consolidated Financial Statements in this
report. Since December 31, 2011, the following developments have occurred with respect to the legal proceedings in which we are involved:
Retractable Technologies, Inc. (“RTI”)
RTI has filed a petition for review with the U.S. Supreme Court of the Federal Circuit’s ruling that BD’s 3ml BD Integra™ products do not infringe RTI’s patents.
The trial on RTI’s antitrust and false advertising claims has been postponed pending resolution of RTI’s appeal of the patent ruling.
Summary
Given the uncertain nature of litigation generally, BD is not able in all cases to estimate the amount or range of loss that could result from an unfavorable outcome
of the litigation to which BD is a party. In accordance with U.S. generally accepted accounting principles, BD establishes accruals to the extent probable future
losses are estimable (in the case of environmental matters, without considering possible third-party recoveries). In view of the uncertainties discussed above, BD
could incur charges in excess of any currently established accruals and, to the extent available, excess liability insurance. In the opinion of management, any such
future charges, individually or in the aggregate, could have a material adverse effect on BD’s consolidated results of operations and consolidated cash flows.
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Item 1A.

Risk Factors

There have been no material changes to the risk factors disclosed in Part 1, Item 1A, of our 2011 Annual Report on Form 10-K.
Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds

The table below sets forth certain information regarding our purchases of common stock of BD during the quarter ended March 31, 2012.
Issuer Purchases of Equity Securities

Total Number of
Shares Purchased
(1)

For the three months ended
March 31, 2012

January 1 – 31, 2012
February 1 – 29, 2012
March 1 – 31, 2012
Total
(1)
(2)

3,626,198
1,940,777
2,303,116
7,870,091

Average Price
Paid per
Share

$
$
$
$

75.84
77.05
76.55
76.35

Total Number of
Shares Purchased
as Part of
Publicly
Announced Plans
or Programs (2)

Maximum Number
of Shares that May
Yet Be Purchased
Under the Plans or
Programs (2)

3,626,198
1,935,000
2,299,600
7,860,798

19,063,345
17,128,345
14,828,745
14,828,745

Includes 4,453 shares purchased during the quarter in open market transactions by the trust relating to BD’s Deferred Compensation and Retirement Benefit
Restoration Plan and 1996 Directors’ Deferral Plan, and 4,840 shares delivered to BD in connection with stock option exercises.
Repurchases of 4,689,543 were made pursuant to a repurchase program covering 21 million shares authorized by the Board of Directors on September 28,
2010. The remaining repurchases were made pursuant to a repurchase program covering 18 million additional shares authorized by the Board of Directors
on July 26, 2011, for which there is no expiration date.
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Item 3.

Defaults Upon Senior Securities
Not applicable.

Item 4.

Mine Safety Disclosures
Not applicable.

Item 5.

Other Information
Not applicable.

Item 6.

Exhibits
Exhibit 31

Certifications of Chief Executive Officer and Chief Financial Officer, pursuant to
SEC Rule 13a - 14(a).

Exhibit 32

Certifications of Chief Executive Officer and Chief Financial Officer, pursuant to Rule 13a - 14(b) and
Section 1350 of Chapter 63 of Title 18 of the U.S. Code.

Exhibit 101

The following materials from this report, formatted in XBRL (Extensible Business Reporting Language): (i) the
Condensed Consolidated Balance Sheets, (ii) the Condensed Consolidated Statements of Income, (iii) the
Condensed Consolidated Statements of Cash Flows, and (iv) Notes to Condensed Consolidated Financial
Statements.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
Becton, Dickinson and Company
(Registrant)
Dated: May 3, 2012
/s/ David V. Elkins
David V. Elkins
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
/s/ Suketu Upadhyay
Suketu Upadhyay
Senior Vice President and Controller
(Principal Accounting Officer)
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INDEX TO EXHIBITS

Exhibit Number

Description of Exhibits

31

Certifications of Chief Executive Officer and Chief Financial Officer, pursuant to
SEC Rule 13a-14(a).

32

Certifications of Chief Executive Officer and Chief Financial Officer, pursuant to Rule 13a-14(b) and
Section 1350 of Chapter 63 of Title 18 of the U.S. Code.

101

The following materials from this report, formatted in XBRL (Extensible Business Reporting Language):
(i) the Condensed Consolidated Balance Sheets, (ii) the Condensed Consolidated Statements of Income,
(iii) the Condensed Consolidated Statements of Cash Flows, and (iv) Notes to Condensed Consolidated
Financial Statements.
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Exhibit 31
CERTIFICATIONS
I, Vincent A. Forlenza, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Becton, Dickinson and Company;

2.

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

3.

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

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and
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5.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: May 3, 2012
/s/ Vincent A. Forlenza
Vincent A. Forlenza
Chief Executive Officer and President
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I, David V. Elkins, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Becton, Dickinson and Company;

2.

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

3.

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

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and
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5.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: May 3, 2012
/s/ David V. Elkins
David V. Elkins
Executive Vice President and Chief Financial Officer
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Exhibit 32
The certification set forth below is being submitted in connection with the Quarterly Report on Form 10-Q of Becton, Dickinson and Company for the
quarter ended March 31, 2012 (the “Report”) for the purpose of complying with Rule 13a – 14(b) of the Securities Exchange Act of 1934 (the “Exchange Act”)
and Section 1350 of Chapter 63 of Title 18 of the United States Code.
I, Vincent A. Forlenza, the Chief Executive Officer of Becton, Dickinson and Company, certify that:
1.

such Report fully complies with the requirements of Section 13(a) of the Exchange Act; and

2.

the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Becton, Dickinson
and Company.

May 3, 2012
/s/ Vincent A. Forlenza
Name: Vincent A. Forlenza
Chief Executive Officer
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The certification set forth below is being submitted in connection with the Quarterly Report on Form 10-Q of Becton, Dickinson and Company for the
quarter ended March 31, 2012 (the “Report”) for the purpose of complying with Rule 13a – 14(b) of the Securities Exchange Act of 1934 (the “Exchange Act”)
and Section 1350 of Chapter 63 of Title 18 of the United States Code.
I, David V. Elkins, the Chief Financial Officer of Becton, Dickinson and Company, certify that:
1.

such Report fully complies with the requirements of Section 13(a) of the Exchange Act; and

2.

the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Becton, Dickinson
and Company.

May 3, 2012
/s/ David V. Elkins
Name: David V. Elkins
Chief Financial Officer
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