TYCO INTERNATIONAL

2008 ANNUAL REPORT

tyco

a vital part of your worlcl

[y ]
<
L]
]
Ty
~1
2
-




THIS IS (ield= THAN CABLE

It's a key element in maintaining temperature in a wide range
of critical industrial processes.
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Tyco Thermal Controls, a part of the cormpany’s responded by providing a turnkey heat management

Flow Control business, provides complete heat system to meet IMTT's specialized needs. Our ability
managemernt systems to the power generation, to design, engineer, construct and maintain reliable and
chemical. oil & gas and food & beverage industries. efficient heat management sclutions, combined with
When International-Matex Tank Terminals (IMTT} high-auality heat-tracing products, is an example of
decided tc build a state-of-the-art chemical storage how Tyco delivers innovative solutions to customers,

facility in Geismar, Louisiana, our Tracer® division

Prefabricated
heated safety shower
and eyewash units
provide emergency
water even in freezing
lemperatures.

Specialized Tracer®
Trac-Loc® panel
systems insulate
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THIS IS oIS HAN A FIRE ALARM

It's an important component in a comprehensive life-safety solution
designed to protect and inform people in environments such as schools
and universities.

The Simplex®
TrueAlert® Emergency
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Schools and universities everywhere place emergency communications system gives CSU

a high priority on safety. When Cleveland State the ability to send real-time messages through its
University (CSU) decided to enhance its own secure network to the entire campus of 16,500
emergency communications capability, it turned students and faculty. This solution demonstrates

to SImplexGrinnell® 1o upgrade the university's how Tyco's Fire Protaection Services business offers
life-safety network that includes fire alarm, fire customaers cost-effective approaches that maximize
sprinkler, emergency communications, aCcess existing technology and infrastructure.

control, video and intrusion systems. The new
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THIS 1S gylels 1 HAN A SIGN.

It's the peace of mind knowing that a team of more than
60,000 professionals is poised around the clock to protect life and property
in homes and businesses around the world.
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Qur residentiat
security business
helps to guard more
than 55 milliory
homes worldwide.

ADT security
cameras can capture
license plate numbers

as far away as 1 mie
(16 kilometers).

the world's top
retailers count on us
to help themn
protect their goods
from theft.




Tyco's ADT® business is the world's largest

provider  networks with wireless cameras, focusing on the

of electronic security services to a broad range of city's high-crime areas and the port's 15-mile
residential. commercial, industrial and governmental  perimeter. This is just one example of ADT's ability

customers. The city of Richmond, Californi

a turned to provide state-of-the-art, integrated security

to ADT in 2008 to enhance public safety for its solutions to meet the needs of its global customers.

100,000 citizens and to protect its husy w
port. The solution? Advanced video survei

aterfront
llance

300 internatipnal girports
| andsomeof the worlds |
W\ largest mining operations J;

We help protect
goods transported
by some of the
world's fargest logistics
companies.

We provide
security solutions for

and most prominent
structures.

Our video
solutions help secure
not just commercial
facilities but
governmeant
locations as well.




CHAIRMANS LET TER

TO OUR SHAREHOLDERS:

Tyco International delivered strong results and made substantial
operational and strategic progress in ihe first full year since spinning off
its electronics and healthcare businesses. We finished fiscal year 2008
in socund financial health, with a strong balance sheet. good cash flow
and the flexibility to strengthen our diverse mix of businesses even
during this time of uncertainty and turbulence in the global econcmy.

Revenue increased 9% from fiscal 2007 to $20.2 tillion. Organic
revenue growth, which excludes the impact of acquisitions, divestitures
and fareign currency translation, was 5%—similar to the growth rate

of the pravious year, We were particularly encouraged by the growth of
our service revenue, which increased 7%. This portion of our business,
which includes a significant amount of recurring or contractual
revenue, constitutes 35% of our total revenue stream and is an important
area of focus for our company.

We reported income from continuing operations of $11 billion, or
$2.25 per diluted share, compared to a net loss from continuing
operations of $2.5 billion, or $5.10 per share. for fiscal 2007, Included
in these figures are a number of special items. (The special items for
2008 refated mostly to ongeing restructuring activities to enhance
the efficiency of our businesses, plus separation costs. Those for 2007
consisted primarily of a charge for the settlement of a class-action
lawsuit involving the company's former management team, plus
separation costs and resiructuring charges.} Excluding special iiems,
2008 income from continuing operations totaled $15 billion, or $3.06
per diluted share, compared with 2007 income from continuing
operations of $948 million, or $1.89 per share.

All of our business segments contributed 1o the growth in revenue
and income. At ADT Worldwide, our largest segment. revenue grew
5% overall and 2% organically. Recurring revenue grew organically

by nearty 5%, fueled by a healthy increase in average revenue per user.
ADT contributed 40% of our total revenue last year.

Flow Control, our second-largest segment, delivered very strong
results for the year, including total revenug growth of 17% and organic
revenue growth of 9%. The revenue growth was led by our valves
business. which serves a broad range of customers in the energy,
nrocess and water industries. Flow Conircl generated 22% of our
revenue in fiscal 2008.

We made considerable progress as well in our Fire Protection Services
segment—both in North America and internationally. Revenue
increased by 6% overall and by 2% aorganically. Our North American
SimplexGrinnell busingss, which represents about 60% of total segment
revenue, derives more than half of its revenue from service activities.

As a whole, Fire Protection Services generated 18% of the company’s
revenue last year.

Electrical & Metal Products achieved revenue growth of 15% and
organic revenue growth of 13%. A strong pricing environment for our
products, combined with better operating efficiency, doubled our
operating margin. This segment accounted for 1% of the company’s
2008 revenue.

Finally, Tyco Safety Products achieved revenue growth of nearly

13% and organic revenue growth of 8%, The improvement was driven
by higher sales to emerging markets and higher prices. particularly
for fire suppression systems. Our operating margin continued to be
strong even as we increased our investrment in sales, marketing and
research and development (R&D). Tyco Safety Products contributed
9% of the company's revenue in fiscal 2008.

RELYING ON OUR FUNDAMENTAL STRENGTHS

It's difficult to predict how long or severe the slowdown in the global
economy will be. But in this ¢hallenging economic environment, Tyco's
fundamental strengths provide the foundation we need to weather

the economic storm and, in fact, improve our market position. We are

a financially sound company with a strong balance sheet and solid
credit ratings that were raised last fall. Further, we generate strong cash
flow that gives us the flexibility to invest in the growth of our businesses
and to return capital to our sharehelders. During 2008, we completed a
$1 billion share repurchase program. launched a new 31 billion program
and increased our quarterly dividend by 33% to 20 cents per share.

Equally important, we have made excellent progress in improving our
cost structure. Last year, our Operational Excellence initiatives, including
strategic sourcing and Six Sigma, vielded nearly $300 million in savings
for Tyco. We continue to look for further cost-reduction opportunities
through these ongoing programs.




INVESTING TO GROW QUR BUSINESSES

We firmly believe thai our financial and operational strength

gives us the ability 1o carry out our plans. We will continue to make
substantial investments to grow our businesses and gain market
share. while maintaining a strong balance sheet.

Some of our greatest opportunities are in technology and innovation,
In fiscal 2008, we increased our R&D expenditures by 6%, and we
completed a number of "bolt-on™ acquisitions to expand our praduct
and service offerings. Qur goal is to be not just & suppiier of products
and services, but a provider of value-added solutions for our customers
in each of the three large global industries where we are the market
leader: Electronic Security, Fire Protection and Flow Control. In the
pages of this report, we use the theme "more than..” to hightight some
of the solutions we provide to our customers.

To strengthen the technelogy offerings in our ADT busingss. we
purchased FirstService Security in June 2008, Renamed ADT
Advanced Integration, this business provides additional systems
integration capability for our electronic security platform. We also
acquired IntelliVid, a video analytics technology company that expands
the theft prevention and business inielligence solutions we're abie

to offer global customers. In addition, we acquired Vue Technology,

a leading provider of radio freguency identification (RFID) technology
that nicely complements cur Sensormatic business. Finally, we
acquired two franchisees in our Sensormatic business.

At the same time, we have divested businesses no longer considered
to be a strategic fit for Tyco. Last year, we generated approximately
31 billion in cash proceeds from the divestiture of these businesses.

THE CRITICAL ROLE OF EMERGING MARKETS

It's hard to overstate the importance of emerging markets to the future
of our business. Led by Karea, Scuth Africa, China. India, Argentina

and the Middle East countries, emerging rmarkets accounted for 13%

of Tyco's revenue and made a major contribution 10 our organic growth
in 2008, The need for significant infrastructure development in these
emerging markets represents an important growth cpportunity for
Tyco. and one way weTe investing in them is by establishing R&D
Centers of Excellence in important locations around the world.

EDWARD D. BREEN
CHAIRMAN AND CHIEF EXECUTIVE OFFICER
TYCO INTERNATIONAL LTD.



FINANCIAL HIGHLIGHTS

SELECTED FINANCIAL DATA

(IN US$ MILLIONS, EXCEPT PER SHARE DATA) 2006 2007 2008
Revenue $ 17060 $ 18477 $ 20199
Income (Loss ) from Continuing Operations 3 817 $ (2524) $ 1095
Income from Continuing Gperations Before Special ltermns? % 818 $ 548 % 1493
Net Income {Loss) $ 3590 $ (1742} $ 1553
Diluted Farnings (Loss ) Per Share from Continuing Operations % 159 $  (5i0) 3 2.25
DGiluted Earnings Per Share from Continuing Operations Before Special ltems* 5 159 $ 189 $ 3.06
Total Assets™ $ 63001 $ 32815 $ 28,804
Long-term Debt* $ 8858 $ 4082 $ 3709
Shareholders’ Equity** $ 35387 $ 15624 % 15494

06 o7 08 06 o7 08
TOTAL ORGANIC OPERATING MARGIN
REVENUE GROWTH"® BEFORE SPECIAL ITEMS”
2008 REVENUE BY SEGMENT

{IN US5 BILLIONS}

$1.9
Safety
Products
$8.0
$2.3 ADT
Etectrical & Worldwide
Metal Products
$3.6
Fire Protection
Services
$4.4
Flow Control

* These are Non-GAAP Financial Measures. See GAAP reconciliations on inside back cover.

5409
$6,335

$734

$666

$10,731

06 o7 08 06 o7 o8
CAPITAL EXPENDITURES PRODUCT AND SERVICE REVENUE
(IN US$ MILLIONS) (IN US$ MILLIONS)
& Investment in ADT Deafer Accounts ® Service # Product

# Capital Expenditures

2008 REVENLUE BY REGION
{IN USS BILLIONS}

$5.7

%97 Europe,
United States Middle East
e and Africa ' £33
Asia Pacific

Y

e Y

$1.5 '
Other Americas

v

** The decrease in Total Assets. Long-term Debt and Shareholders’ Equity in 2007 is primariy related to the spin-offs of Tyco's electronics and healthcare businesses




OUR GOAL 15 TO BE NOT JUST A SUPPLIER
OF PRODUCTS AND SERVICES, BUT A PROVIDER
OF VALUE-ADDED SOLUTIONS FOR OUR

CUSTOMERS.

The mission of these centers is to develop innovative products

geared to the specific needs of local markets. WeTe staffing the centers
with local people who understand local needs and local business
customs. These centers also serve as a training grounad for future
company leadership.

tast year, we opened our first China Center of Excellence in Shanghai.
At the center’s ocpening in April, | met with a senior official from the
City of Shanghai Fire Department whe stressed to me the urgent need
for high-quality protective equipment for the city's 10.000 firefighters.
Our Center of Excellence—where we will have 100 engineers on board
by the end of 2009—is now addressing that need. We opened our first
India Center of Excellence last November in Bangalore. With these
two additions, we now have 16 centers in a global network of facilties
in North America, Europe and Asia.

CHANGE OF DOMICILE

There's another step we'e taking to ensure our continued
competitiveness in global markets. We recently announced that cur
board of directors has approved moving the company’'s country

of incorporation from Bermuda to Switzerland. We believe this move
will provide important economic and operational benefits for cur
company, including enhancing our ability to maintain a competitive
warldwide corporate tax rate. Tyco's shareholders will vote on the
proposed move at 4 special meeting to be held this spring.

THE ROAD AHEAD

I'm proud of the great progress we made in fiscal 2008. A key factor

in our continued progress 1S the commitment, passion and diversity of
our 113,000 colleagues around the world. By promoting from within

as well as reaching outside our crganization, we're working to assemble
the best possible team, while building bench strength for the future.
One example of this focus on building our bench is in the engineering
fleld where, in just the last three years, we have hired 2,300 engineers,
one-third of them in our emerging markets. As a company with a global
footprint and operations in more than 60 countries, we provide our
employees with the chance to pursue challenging assignments not
only in their horme country but also in other locations around the world.

Our company is also fortunate to have a board of directors with
exceptional skill and experience. Timothy Donahue, the farmer executive
chairrman of Sprint Nextel Corporation, joined the board in 2008, while
Bruce Gordon. a member of our board since 2003, was named as our
new lead director.

The breadth and depth of Tyco's talent and resources give us
confidence abeut the road ahead and our ability to capitalize on our
many opportunities. By staying close to our custormers and providing
them with value-added solutions, we are continuing te strengthen
our company for the future. We thank you, our shareholders, for yaur
continued and loyal support.

EDWARD D. BREEN
CHAIRMAN AND CHIEF EXECUTIVE OFFICER



OUR BUSINESSES

Tyco International is a diversified, global company
that provides vital products and services o customers
N Mmore than 60 countries. With 113000 employees
woridwide, Tyco is & leading provider of security
Droaucts and services, fire protection and detection
Oroducts and services, valves ana controls, and other
naustrial products,

ADT WORLDWIDE

As the world's largest etectronic security provider, ADT helps to protect more than
72 million residential, commercial, industrial and governmental customers. From
homes and small businesses o large, international companies, ADT provides a full
portfolio of security and safety solutions, backed by dedicated and responsive local
service teams. Our global strength and local service are why customers around
the world put their trust in us.

MORE THAN

. 62000 . 20000

IN THE EMPLOYEES DEDICATED
$65 BILLION FOCUSED AND HIGHLY TRAINED
GLOBAL ELECTRONIC ON CUSTOMER SERVICE

SECURITY INDUSTRY SERVICE TECHNICIANS




FIRE PROTECTION SERVICES

As a global leader in fire and life safety, we provide fire detection, sprinkler,
suppression and special-hazard solutions to customers in 43 countries. We've built
our reputation on the strength of our industry-leading brands and the experience
of our people. Teday, we deliver turnkey solutions in environments where life-safety
protection is vital: schools and universities, hospitals, airports, hotels, commercial
properties, petrochemical plants, government facilities and even seagoing vessels,

LEADER IN THE : INSTALL MORE THAN SERVICE MORE THAN

$11 BILLION 28 MILLION 50 MILLION
GLOBAL FIRE ALARM FIRE SPRINKLERS | FIRE DETECTORS

MARKET EACH YEAR WORLOWIDE EACH YEAR WORLDWIDE

SAFETY PRODUCTS

Tyco Safety Products designs, manufactures and sells products across three key
business platforms: elecironic security, life safety and fire suppression. Qur diverse
product lines include: intrusion security. access control, video management systems,
electronic fire detection, retail anti-theft electronic article surveillance, radio frequency
identification (RFID) products, personal protective equipment, mechanical building
solutions, and water and chemical fire suppression systems. With 36 manufacturing -
facilities worldwide, we provide safety and security for millions of customers around
the world every day.

17000 SENSORMATIC® AN ANSUL® AQUASONIC™
. . ANTITHEFT LABELS ANDTAGS FIRE SUPPRESSION SYSTEM
US. FIRE PROTECT MQORE THAN RELEASES

DEPARTMENTS;f 6 BILLION 15 TRILLION
USE SCOTT* SELF-CONTAINED CONSUMER WATER

W | PRODUCTS  DROPLETS

FIREFIGHTERS SAFE PER YEAR PER SECOND




FLOW CONTROL

Tyco Flow Control is a leading global manufacturer and marketer of valves and
controls, water and environmental systems, and therrmal control solutions for

vital industries, including energy, power, water, mining, chemical, food & beverage,
and censtruction. Tyco Flow Control has 15000 employees in more than

100 locations arcund the world.

INSTALLED MORE THAN

NEARLY MANUFACTURED AND 5,000
70% INSTALLED MORE THAN S EN SO RS

OF THE WORLD'S 1BILLIONFEET THROUGHOUT THE WORLD

CLEAN-OPERATING OF HEAT-TRACING CABLE
NUCLEAR POWER UNITS O DATE FOR WATER QUALITY
USE OUR VALVES AND CONTINUOUS

EMISSIONS MONITORING

ELECTRICAL & METAL PRODUCTS

Tyco Electrical & Metal Products is an industry leader in the manufacture of
galvanized steel tubing and pipe, metat clad cable, metal framing and cable tray
systems, as well as bullding components. We serve a wide range of electrical,
mechanical, construction, fire and security applications. With 45 manufacturing
and distribution facilities worldwide, Tyco Electrical & Metal Products provides
quality producis that help customers and end-users reduce installation and
operational costs without sacrificing performance.

MANUFACTURED STGCKED DELIVERED

550,000 9 80,000
MILES oF uZ EicémCAL TRUCKLOADS

WHOLESALERS WITH OF PRODUCTS 7O
OUR PRODUCTS CUSTOMERS
AND END-USERS

OF CABLE AND
TUBULAR PRODUCTS




Tyco International Ltd,
c a Second Floor

90 Pitts Bay Road

Pembroke HM 08, Bermuda

Tele: 441 292-8674
Fax: 441 295-9647

January 21, 2609 |

Dear Shareholder,

You are cordially invited to attend the 2009 Annual General Meeting of
Shareholders of Tyco International Ltd., which will be held on March 12, 2009 at
9:00 a.m., Atlantic Time, at the Fairmont Hamilton Princess Hotel, 76 Pitts Bay Road,
Pembroke HM 08, Bermuda. Details of the business to be presented at the meeting
can be found in the accompanying Notice of Annual General Meeting and Proxy
Statement. We hope you are planning to attend the meeting. Your vote is important.
Whether or not you are able to attend, it is important that your common shares be
represented at the meeting. Accordingly, we ask that you please complete, sign, date
and return the enclosed proxy card at your earliest convenience.

On behalf of the Board of Directors and the management of Tyco, 1 extend our
appreciation for your continued support.

Yours sincerely,

Edward D. Breen
Chairman and Chief Executive Officer

Tyco International Ltd.
Second Floor, 90 Pitts Bay Road, Pembroke HM 08, Bermuda

2009 Proxy Statement



TYCO INTERNATIONAL LTD.

NOTICE OF 2009 ANNUAL GENERAL MEETING OF SHAREHOLDERS
TO BE HELD MARCH 12, 2009

NOTICE IS HEREBY GIVEN that the 2009 Annual General Meeting of Shareholders of Tyco
International Ltd. will be held on March 12, 2009 at 9:00 a.m., Atlantic Time, at the Fairmont
Hamilton Princess Hotel, 76 Pitts Bay Road, Pembroke HM 08, Bermuda for the following purposes:

1. To elect the Board of Directors;

2. To re-appoint Deloitte & Touche LLP as the independent auditors and to authorize the Audit
Committee of the Board of Directors to set the auditors’ remuneration;

3. To adopt amendments to the Company’s 2004 Stock and Incentive Plan; and

4, To consider and act on such other business as may properly come before the meeting or any
adjournment thereof.

During the meeting, management also will present Tyco’s audited consolidated financial statements
for the fiscal year ended September 26, 2008.

This Notice of Annual General Meeting and Proxy Statement and the enclosed proxy card are first
being sent on or about January 21, 2009 to each holder of record of Tyco common shares at the close
of business on January 6, 2009, Only hoiders of record of Tyco common shares on January 6, 2009 are
entitled to notice of, and to attend and vote at the Annual General Meeting and any adjournment or
postponement thereof. Whether or not you plan to attend the meeting, please complete, sign, date and
return the enclosed proxy card to ensure that your common shares are represented at the meeting.
Tyco shareholders of record who attend the meeting may vote their common shares personally, even
though they have sent in proxies.

* " By'Order of the Board of Directors,

s =

Judith A. Reinsdorf
Executive Vice President and General Counsel

January 21, 2009

PLEASE PROMPTLY COMPLETE, SIGN, DATE AND RETURN THE ENCLOSED PROXY CARD.
THE PROXY IS REVOCABLE AND IT WILL NOT BE USED IF YOU: GIVE WRITTEN
NOTICE OF REVOCATION TO THE SECRETARY AT TYCO INTERNATIONAL LTD., SECOND
FLOOR, 90 PITTS BAY ROAD, PEMBROKE HM 08, BERMUDA PRICR TC THE VOTE TO BE
TAKEN AT THE MEETING; LODGE A LATER-DATED PROXY; OR ATTEND AND VOTE
PERSONALLY AT THE MEETING.

2009 Proxy Statement
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. INFORMATION ABOUT THIS PROXY STATEMENT AND
THE ANNUAL GENERAL MEETING

Questions and Answers About Voting Your Common Shares

Why did I receive' this Proxy Statement?

Who is entitled to vote?

Tyco has sent this Notice of Annual General Meeting and

- Proxy Statement, together with the enclosed proxy card or

voting instruction card, because Tyco’s Board of Directors is
soliciting your proxy to vote at the Annual General Meeting
on March 12, 2009. This Proxy Statement contains
information about the items being voted on at the Annual
General Meeting and important information about Tyco.
Tyco’s 2008 Annual Report to Shareholders and Annual
Report on Form 10-K for the fiscal year ended September 26,
2008, which includes the audited consolidated financial
statements of Tyco for the fiscal year ended September 26,
2008, are enclosed with or have been sent in advance of these
materials.

Tyco has sent these materials to each person who is registered
as a holder of its common shares in its register of
shareholders (such owners are often referred to as “holders
of record”) as of the close of business on January 6, 2009, the
record date for the Annual General Meeting. Any Tyco
shareholder as of the record date who does not receive a copy
of this Notice of Annual General Meeting and Proxy

. Statement, together with the enclosed proxy card or voting

instruction card, may obtain a copy at the Annual General
Meeting or by contacting Tyco at (441) 298-9732.

. Tyco has requested that banks, brokerage firms and other
nominees who hold Tyco common shares on behalf of the

owners of the common shares (such owners are often referred
to as “beneficial shareholders” or “street name holders”) as
of the close of business on January 6, 2009 forward these
materials, together with a proxy card or voting instruction
card, to those beneficial shareholders. Tyco has agreed to pay
the reasonable expenses of the banks, brokerage firms and
other nominees for forwarding these materials.

Finally, Tyco has provided for these materials to be sent to
persons who have interests in Tyco common shares through
participation in the Company share funds of the Tyco
retirement savings plans and employee share purchase plans.
These individuals are not eligible to vote directly at the
Annual General Meeting. They may, however, instruct the

. trustees of these plans how to vote the common shares

represented by their interests. The enclosed proxy card will
also serve as voting instructions for the trustees of the plans.

Each holder of record of Tyco common shares on January 6,
2009, the record date for the Annual General Meeting, is
entitled to attend and vote at the Annual General Meeting. A

2009 Proxy Statement 1



How many vofes do I have?

What p;opdsalf are béing presented af the
Annual General Mecting?

How do I attend the Annual General,

Meeting?

[ SE—

2

2009 Proxy Statement

poll will be taken on €dch proposal to be put to the Annual
General Meeting. *

Every. holder of a common share on the record date will be
entitled to one vote per share for each Director to be elected
-at the Annual General Meeting and to one,vote per share on
each other matter presented at the Annuat General Meeting,
On January 6, 2009, there were 473,275,987 common shares
outstanding and entitied to vote at the Annual General
Meeting,

Tyco intends to present proposals numbered one through
'three for shareholder consideration and voting at the Annual
' General Meeting. These proposals are for:

+ Election of the Board of Directors;

* Re-appointment of Deloitte & Touche LLP as the
" independent auditors and authorization of the Audit
Committée of the Board to set the auditors’ remuneration.

"« Amendnients to the Company’s 2004 Stock and Incentive

Plari intended to ensure that certain awards under the plan

¢ Contmue to qualify as “performance-based compensation”
“under’ US. federal tax rules; to expressly include two
" additional * metrics that may be used as performance
measures; to provide additional flexibility regarding the
types of equity that may be used for Director remuneration
purposes and to make a clarifying amendment regarding
pay- outs of performance based awards.

Other than matters incident to the conduct of the Annuai
General Meeting and those set forth in this Proxy Statement,
Tyco does not know of any business or proposals to be
considered at the Annual General Meeting. If any other
business is proposed and properly presented at the Annual
General Meeting, the prexies received from our shareholders
give the proxy holders the authority to vote on the matter at
their discretion.

All shareholders are invited to attend the Annual General
Meeting. For admission to the Annual General Meeting,
sharcholders " of record should- bring the admission ticket
attached to the enclosed proxy card to the Registered
Shareholders check-in area and a form of photo
identification, where their ownership will be verified. Those
who have beneficial ownership of common shares held by a
bank, brokerage firm or other nominee should come to the
Beneficial Owners check-in area. To be admitted, beneficial
owners must bring account statements or letters from their

" banks or brokers showing that they own Tyco common shares

as of January 6, 2009 along with a form- of .photo
identification.. Registration wil! begin at 8:00 a.m. Atlantic




How do I vote?

.
< ' 3

What if I return my proxy or voting
instruction card but do not mark it to show
how I am voting? . |

May I change or revoke my vote after |
return my proxy or voling instruction card?

What does it mean if I receive more than
one proxy or veting instruction card?

Time and the Annual General Meeting will begin at 9:00 a.m.
Atlantic Time.

You can vote in the following ways:

* By Mail: If you are a holder of record, you can vote by
marking, dating and signing your proxy card and returning
it by mail in the enclosed postage-paid envelope. If you

.. hold your common shares in street name, you can vote by
following the instructions on your voting instruction card.

* At the Annual General Meeting: 1f you are planning to attend
the Annual General Meeting and wish to vole your
common shares in person, we will give you a ballot at the
meeting. Sharecholders who own their common shares in
street name dre not able to vote at the Annual General
Meeting unless they have a proxy, executed in their favor,
from the holder of record of their shares.

Even if you plan to be present at the Annual General Meeting,
we encourage you to complete and mail the enclosed card to
vote your common shares by proxy.

* Your .common shares will be voted according to the
- instructions you have indicated on your proxy or voting

instruction card. If you sign and return your proxy card or
votmg instruction card but do not indicate instructions for
voting, your common shares will be voted: “FOR” the
election of all nominees to the Board named on the proxy
card; “FOR” proposals two and three; and, with respect to
any other matter which may properly come before the Annual
General Meeting, and any adjournment or postponement
thereof, at the discretion of the proxy holders.

You may change your vote in one of three ways at any time
beforé it is exercised:

* Notify our Secretary in writing before the Annual General
Mecting that you are revoking your proxy or, if you hold
your shares in street name, follow the instructions on the
voting instruction card,;

* Subniit another proxy card (or voting instruction card if you
hold your common shares in street name) with a later date;
or

- » If you are a holder of record, or a beneficial holder with a

proxy from the holder of record, vote in person at the
Annual General Meeting.

It-means you have multiple accounts at the transfer agent
and/or with banks and stockbrokers. Please vote all of your
common shares. Beneficial shareholders sharing an address

_who are receiving multiple copies of the proxy materials,

Annual Report and Form 10-K will need to contact their
broker, bank or other nominee to request that only a single
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What cohistitutes a quorum?

1

What vote is required in order to approve
each proposal?

How will voting on any other busmess be
conducted?

Who will count the votes?
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copy of each document be mailed to all shareholders at the
shared address in the future. In addition, if you are the
beneficial owner, but not the record holder, of Tyco’s
common shares, your broker, bank or other nominee may
deliver only one copy of the Proxy Statement, Annual Report
and Form 10-K to multiple shareholders who share an
address unless that nominee has received contrary
instructions from one or more of the shareholders. Tyco will
deliver promptly, upon written or oral request, a separate
copy of the Proxy Statement, Annual Report and Form 10-K
to a shareholder at a shared address to which a single copy of

-the ‘documents was delivered. Shareholders who wish to
_Teceive a separate written copy of the Proxy Statement,

Annual Report and Form 10-K, now or in the future, should
submit their request to Tyco by telephone at (441) 298-9732
or by submitting a written request to Tyco Sharcholder
Services, Tyco International Ltd., Second Floor, 90 Pitts Bay
Road, Pembroke HM 08, Bermuda.

"The prescnéc, in person or by proxy, of the holders of a

majority of thie common shares outstanding and entitled to
vote at the Annual General Meeting constitutes a quorum for
the conduct of business.

" The affirmative vote of a majority of the common shares

represented and voting at the Annual General Meeting is
required for election of Directors, the re-appointment of
Tyco’s independent auditors and authorization of the Audit
Committee of the Board to set the auditors’ remuneration,
and the amendments to the Company’s 2004 Stock and
Incentive Plan. Pursuant to Bermuda law, (i) common shares
which are represented by “broker non-votes” (i.e., common
shares held by brokers which are represented at the Annual
General Meeting but with respect to which the broker is not
empowered to vote on a particular proposal) and
(ii) common shares which abstain from voting on any matter,
are not included in the determination of the common shares
voting on such matter, but are counted for quorum purposes.

,Other than matters incident to the conduct of the Annual
'General Meeting and those set forth in this Proxy Statement,
we do not know of any business or proposals to be considered
at the Annual General Meeting. If any other business is

. proposed and properly presented at the Annual General

Meeting, the proxies received from our shareholders give the
proxy holders the authority to vote on the matter at their

discretion. ‘

BNY Melion Shareowner Services will act as the inspector of
election and will tabulate the votes.

i




Important notice regarding the availability
of proxy materials for the shareholder
meeting to be held on March 12, 2009:

Returning Your Proxy Card

consent,

- You.can access Tycd’s dnnual report and proxy statement at
¥ P proxy

www.tycoproxy.com. For future meetings, shareholders can
help reduce the amount of energy and paper consumed by the

- Company, and.save the Company the expense of mailing

printed proxy materials, by consenting ‘to receive them in

‘electronic format- instead. You can choose this option by

completing the required- -information - at
http://enroll.icsdelivery.com/TYC. Your choice will remain in
effect until you revoke it. If you choose to receive proxy
materials in electronic format, you will receive an e-mail
notice ‘prior to the next annuai meetmg that will’ provnde the

links to the annual meeting materials online. You may later

revoke your consent or specifically request that a copy of the
proxy materials be sent_to you. To change or revoke your
follow the instructions on
http://enroll. 1csde11very com/TY C ' o

Tyco shareholders should complete and return the proxy card as soon as p0531ble in order to ° '
assure that your proxy is received in time to be voted at the meeting, the proxy card must be
completed in. accordance with the instructions on it and received-at any one of the addresses set forth
below by the times (bemg local- umes) and dates spec1f1ed - 5 T oo

.-

“ao v (AR |

In Bermuda: UL I

by 5:00 p.m. on March 11, 2009 by hand or mail at:

Tyco International Ltd.
Second Floor, 90 Pitts Bay Road
Pembroke HM 08 Bermuda i

In the United Kingdom:

by 5:00 p.m. on March 11, 2009 by hand or mail at:

Tyco International Ltd. | X
¢/o Tyco Holdings (UK) Limited ..,
, Law Department
| 7th Floor '
‘ Broadgate West
| 9 Appold Street | ‘
‘ London EC2A 2ZAP

.

United Kingdom

T, " 7"|

" In the United States:
by 7:00 a.m. on March 12, 2009 by mail at:

Tyco International Ltd.
¢/o BNY Mellon Shareowner Servnces
PO. Box 3550

-’ _ -South Hackensack, NJ 07606- .3550

‘United States of America’
In Australia:
by 5:00 p.m. on March 11, 2009 by hand or mail at:

- Tyco International Ltd. - .
c/o Tyco International Pty Limited
Unit 38, 38 South Street,
Rydalmere NSW 2116
Australia

T ’ 1

P

If your common shares are held in street name, you should return your proxy card or voting
instruction card in accordance with the mstructlons on that card or as provided by the bank, brokerage

; firm or other nommee who holds Tyco common shares on your behalf -

s

R T A 1
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Cov oL .~ s+ . GOVERNANCE OF THE COMPANY . L

L3
'

0ur Corporate Governance Prmcrples

.+ Our corporate governance principles are embodled in a formal document that has been approved
by Tyeo s Board of-Directors (the “Board”). It is posted on our website at www.tyco.com under the
heading “Corporate Responsibility—Governance”. We-will also provide a copy of the corporate
governance principles to shareholders upon request.

I ' - 1 :7 ’ o E . e 1.

Vision and Values of Our. Board: : .

) Tyco s Board is responsrble for drrectmg and overseeing the management of Tyco’s business in the
Best interests of the shareholders and consistent with good corporate citizenship. In carrying out its
responsrbﬂltles the Board selects and momtors 'top management, provides oversight for financial
reporting ‘and Iegal compliance, deterrmnes Tyco’s governance principles and implements its governance
pohmes The Board, together with management is responsrble for establishing the Company’s values
and code of conduct and for settmg strateglc dlrectron and priorities.

While Tyco’s strategy evolves in response to changmg market conditions, the Company’s vision and
values are enduring. Our governance principles, along with the Company’s vision and values, constitute
the foundation upon which the Company s governance policies are but!t Our vision, values and
principles are dlscussed be;low g

iTyco-believes.that-good governance requrres not only an .effectwe set of specific practrces'but also
a culture of responsibility throughout the firm, and governance at Tyco is intended to optimize both..
Tyco also believes that good governance ultimately depends on the quality of its leadership, and it is
committed to recruiting and. retaining Directors and officers of proven leadership and personal-. |
integrity.

|

' Lo 0 t i : v ) . [ |
Tyco Vision: Why We Exist ard the Essence of Our Business oo
Co ce

To be our customers’ first chorce in every market we serve by exceedmg commltments prowdmg ‘
new technology solutions, leveraging our diverse brands, driving operational excellence, and committing
to the highest standards of business practices—all of which will drive Tyco’s long-term growth, value,
and success.
o . LI L e

Tvco Values: How We Condiict Qurdelves 3 7" st B vtL

Integrity: 'We demand of each other and ourselves the highest standards of individual ‘and-
corporate integrity with our customers, suppliers vendors, agents and stakeholders. We vigorously
protect Company assets and have pohcres and ‘comphance systems designed to ensure compliance with *
all Company policies and laws. - :

4 .
- L
.

Excellence: 'We continually challenge each other to improve our products, our processes and
ourselves. We strive always to understand our customers’ and suppliers’ businesses and help them
achieve their goals, We are dedicated to diversity, fair treatment, mutual respect and trust of our
employees and customers, , .- : =

Ve : .

e L

' Teamvork: We foster an envrronment that encourages innovation, creattvrty and results through
teamwork and mutual respect. We practice leadership that teaches, inspires and promotes full
participation and career development. We encourage open and effective communication and

. interaction.
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Accountability: We will meet the commitments we make and take personal responsibility for all
actions and results. We will create an operating discipline of continuous improvement that will be
integrated into our culture.

Tyco Goals: What We Seek to Achieve oo

Governance: Adhere to the highest standards of corporate governance by establishing processes
and practices that promote and ensure integrity, compllance and accountability.

3 - ' .t
» i

-, Customers:, Fully understand and exceed-our customers. needs, wants and preferences and provide
grcater value to our customer% "than our compeutlon

[ 1 -

Growth Focus on strategnes to achleve orgamc growth targets and deploy cash for growth and
value ¢reation.

Teamwork and Culture: Build on the Company’s reputation and image internally and externally
while dnvmg mmatwes to ensure Tyco remains an employer of choice.

Operational Fxcellence: Implement best-in-class opérating practices and leverage Company-wide
opportunities -and best practices. . . .

Financial Strength & Flexibility: Ensure that financial measures and sharcholder return objectives
are met. o e o

Board of Directors

1 ' '

MISS!OR of the Board of D:rectors. What the Board Imends to Accomplish

The mission of Tyco’s Board is to promote the long-term value and health of the Company in the
interests of the shareholders and:set an ethical “tone at the tops” To this end, the Board provides
management with strategic guidance, and also ensures that management adopts and implements
procedures designed to promote both legal compliance and the highest standards of honesty, integrity
and ethics throughout the organization.

Govemance Pnncrples How the Board Oversees the Company

Actwe Board The Dlrectors are well mformed about the Company and vngorous in their 0vers1ght
of management.

Company Leadership: The Directors; together with senior management, set Tyco’s strategic
direction, review financial objectives, and establish the ethical tone for the management and leadership-
of the Company. : .

Compliance with Laws and Ethics: The Directors ensure that procedures and practices are in place
designed to prevent and identify illegal or unethical conduct and to permit appropriate and timely
redress should quch conduct occur.

.

Inform and Listen to Investors and Regulatars The Directors take steps to see that management
discloses appropriate information falrly, fully, timely and accurately to investors and regulators, and that
the Company maintains a two-way communication channel with its investors and regulators.

Continuous Improvement: The Directors remain abreast of new developments in corporate
governanicé and they implement new:procedures and practices as they deem appropriate.

13 . -
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Board Responsibilities S - . | Ce
The Board is responsible for: a b o H ‘
* reviewing and approving management’s strategic and business plans;

* reviewing and approving financial plans objectlves and actions, 1ncludlng significant capltal
allocations and expendltures CoL P e o veoo .

* monitoring management’s execution of corporate plans and objectives;

¢ ‘advising management on significant decisions and rewewmg and approving major transactlons

. 1dent1fylng and recommendmg Director candldates for electlon by shareholders; 0T

'» appraising the Company s ma]or risks and overseemg that appropnate risk management and
control procedures are in place; :

'+ selecting, monitoring, evaluating, compensating and, if necessary, replacmg the Chief Executwe
Officer and other senior executives, and seeing that organizational development and sucéession
plans are maintained for these executive positions; ] | . o

* determining the Chief Executive Officer’s compensation, and approving the compensation of -
senior officers; . . .

* overseeing that procedures are in place de51gned to promote compliance with laws and U
regulations;

* overseeing that procedures are in place designed to promote integrity and candor in the audit of
the Company’s financial statements and operations, and in all financial reporting and disclosure;’
and . .

e s
¥ i . PPN .

* designing and assessing the effecuveness of its own governance practices. and procedures as well
as Board and committee perforrnance ot . A

A r i g B . LT S S v V! '
Board Leadership >

The business of the Company is managed under. the direction of the Company’s Board, in the
interest of the shareholders. The Board delegateés its authority to senior management for managing the
everyday affairs of the Company The Board requires-that senior management review major actions and
initiatives with the Board prior to implementation. Sl st

The Company-believes the positions of Chairman and Chief Executive Officer should be held by
the same person, unless circumstances dictate otherwise: The Company has adopted a counterbalancing,
governance structure, including: .

.* a designated lead Director; . . - .. .
= a substantial majority of indépendént Directors;

* annual election of Directors by a majonty of votes cast at the annual general meetmg of
shareholders; . .

. o - e T . . o . .
. committees entirely compos_ed of lnd_epeﬁ'dent Directors; and_
» established governance gmdellnes

The lead Director acts as an intermediary between the Board and senior management Among:

other things, the lead director is responsible for setting the agenda for Board meetings with Board and

management input, facilitating communication among Directors and between the Board and the Chief
Executive Officer, working with the CEO to provide an appropriate information flow to the Board, and
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chairing an executive session of the independent Directors at each formal Board meeting. The lead
director is expected to foster a cohesive board that cooperates with the CEO towards the ultimate goal
of creating shareholder value. ‘ . . :

Board Capabilities

b

The Tyco Board as a whole is strong in its diversity and collective knowledge of accounting and .
finance, management and leadership, vision and strategy, business operations, business judgment, crisis
management, risk assessment, industry knowledge, corporate governance and global markets.

The cuiture of.the Board is such that the Board can operate swiftly and effectively in making key.
decisions and facing major challenges. Board meetings are conducted in an environment of trust, open
d1alogue and mutual respect that cncourages constructive commentary.” . =

The Bdard strives to be mformed proactive and v1gllant in its oversight of the Company and
protection of shareholder assets.

Board Committees

To conduct its business the Board mamtams threc standmg committees: Audit, Compensatnon and
Human Resources (the “Compensation Committee”), and Nominating and Governance, and they are
each entirely composed of independent Directors. Ass1gnn1ents to, and chairs of, the Audit and
Compensation Committees are recommended by the Nominating and Governance Committee and
selected by the Board. The independent Directors as a group elect the members and the chair of the
Nommatmg and. Governance committee. All committees report on their activities to the Board.

The lead Dlrector may convene specral commmees to reviéw material matters being considered
by the Board Specral committees report their activities to the Board

To ensure effective discussion and decision making while at the same time havmg a sufficient
number of independent Directors for its three committees, the Board is normally constituted of
between ten and thirteen Directors. Shareholders have thie authority to set the number of Directors at
the annual general.meeting, and the Directors.have the authority to fill any vacancy that may arise
during the year.

' f LI ] ) LN .
The Nominating and Governance Commrttee reviews the Board s governance gmdelmes annually
and recommends approprlate changes to the Board.. .. - T St
LT P . i . Lo - ' . Al

Board Meetings - R - U Y T 4 ‘ Wl -

The Board meets at least five times annually, and additional meetings rnay be called in accordance
with the Company’s Bye-laws. Frequent board meetings are critical not only for timely decisions but
also for Directors to be well informed about the Company’s operations and issues. On¢ of these
meetings will be scheduled in conjunction with the Company’s annual general meeting.and board
members are required.to be in attendance at the annual general meeting either in person or by
telephone. The lead.Director, in consultation with the Chairman of the Board /. Chief Executive
Officer, is responsible for setting meeting agendas with input from the Directors. :

Committee meetings are normally held in conjunction with Board meetings. Major committee
decisions are reviewed and approved by the Board. The Board chair and committee chairs are
responsible for conducting meetings and informal consultations in a fashion that encourages informed,
meaningful and probing deliberations. Presentations at Board meetings are concise and focused, and
they include adequate time for discussion and decision-making. An executive session of independent
Directors, chaired by the lead Director, is held at each formal meeting of the Board.
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Directors receive the agenda and materials for regularly scheduled meetings in advance, Best
efforts are made to make materials available as soon as one week in advance, biit no later than three
days in advance. When practical, the same applies to special meetings of the.Board. Directors: may ask
for additional information from, or meetings with, senior managers at any time.

Strategic planning and succession planning sessions are held annually at a regular Board meeting,
The succession-planning meeting focuses on the development and succession of not only.the chief
executive but also the other senior executives.. - . - . n

The Board’s intent is for Directors to attend all régularly scheduled Board and committee
meetings. Directors. are expected to-use their best efforts to-attend regularly scheduled-Board and
committee meetings-in person.:The decisions by -the Board and its committees are recorded in the
minutes of their meetings, and copies of the minutes are forwarded promptly to all Directors. after each.
Board and commlttee meeting. All independent Board members are welcome to attend any commmee

meeting. ,

3 .

Board and Committee Calendars

A calendar of regular agenda items for the regularly scheduled Board meetmgs and all regularly
scheduled committee meetings is prepared annually by the Chalrman of the Board / Chief Executwe

Officer in consultatron with the lead Director, comm1ttee chalrs, and al] mterested D:rectors

.
N K

Board Commumcatron

o N . ot

. . Ky R . S

Management speaks on behalf of the Company, and the Board normally commumcates through
management with outside parties, including Tyco sharcholders, business journalists, equity,analysts,
rating agencres and’ government regulators. The Board has estdbllshed a process for shareholders to
communicate with members of the Board, including the lead Director. If you have any concern,
question or complaint regarding our compliance with any policy or law, or would otherwise like to
contact the Board, you can reach the Tyco Board of Directors.via email at directors@tyco.com..
Shareholders, customers,. vendors, suppliers and employees can-also raise concerns at- . - .
https:/iwww.vitaltycaconcerns.com. Inquiries can be submitted anonymously and confidentially, . - -

All inquiries are received and reviewed by the Corporate Ombudsman, who has a direct reporting
relationship to the ‘Audit Committee Chair of the Board:of Directors. A report summarizing all iteins
received resulting in cases is prepared for the Board.. The Corporate .Ombudsman. directs cases to the
applicable department (such as customer service, human resources or in the cases of accounting, audit
or internal controls-forensic audit) and follows up with the assigned case owner to ensure that the cases
are responded o in a timely ‘manner. . '

doa . . ' n -

} - . - Ty e

Board Comact wzth Operatzons and Management

Members of the Board perform site,visits of Company operations as part of its enterprlse risk
managemeint process: The lead Director.and management determine the appropriate operation site and
timing of the enterprise risk assessment meeting. During fiscal 2008, -members of the Board
participated in enterprise:risk assessments at operational sites.of ;Tyco Flow Control and Tyco Fire and
Security. . _ '

T . Lot N, - .
The Cha1rman of the Board / Chief Executlve Officer arranges for senior managers to attend
Board meetings and .meet informatly with. Directors before and after the - meetrngs . A

. t . .-
. : . S c o oL .

i
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Board Advisors - ' . v < ' _ . R .

The Board and its cominittees’ (conSIstent with the prowsnons of their respecme charters) may
retain their own advisors, at the expense of the Company, as they deem necessary in order to carry out
their'responsibilities. - ' v _ . :

Board Evaluation LT T ‘ . .

The Nominating and Governance Committee coordinates an annual evaluation process by the
Directors of the Board’s performance and. procedures, as well as that of each committee. This . *
evaluation leads to a full Board discussion of the results. In connection with the evaluation process:

+ the lead Director.informally consults with each of the Directors; - . S

[ . B .o . . . ‘o I -
* the qual:ﬂcanons and performance of ajl Board members are reviewed in connection with their
re- nomlnauon to the Board;

+ .the Nominating and Governance Committee, the Audrt Committee and the Compensatlon
Committee each conduct an annual self-evaluation of their performance and procedures;
including the adequacy of their charters. o vea

Board Compensation and Stock Ownership . ' . .

- "‘ . ' N Tt
The Compensation Committee, in collaboration with' the Nominating and Governance Committee,:
periodically reviews the Directors’. compensation and recommends changes. in the level and mix of ,
compensation to thie full Board. See the Compensation Discussion and Analysis for a detailed > ...
discussion of the Compensation Committee’s role in determining executive compensation. - '.

To help align Board and shareholder interests, Directors are encouraged to own, at a minimum, 1
Tyco stock or stock units equal to three times their annual retainer (a total of $240,000, based on the
current $80,000 annual cash retainer) within three years of joining the Board. Once a Director satisfies
| the minimum stock ownership-recommendation, the Director will remain qualified, regardless of market
| fluctuations, under the guidelines as long as the Director does not sell any stock. A majority of the -
‘ Directors’ annual compensation 1is provided as equity, and each of our.current Directors is in ' :
, compliance with these stock ownership guidelines. Directors who are Company offlcers reccive no .
| additional compensatton for service as. Directors. :
. ' ) S

Director.lndependence : e y T R AN

4 !" ’ ' ST ‘\ . * ! I 'l.. 1 .'I

| To maintain its objective oversight of management, the Board consists of a substantial m'ajorilty of
independent Directors. Directors meet stringent definitions of independence and for those Directors
that meet this definition, the Board will make an affirmative determination that a Director. is
independent. Independent Directors: .- . ! N : AN

+ are not former officers or employees of the Company or its subSIdlanes or affiliates, nor have
. - they served in that capacity .within thé last five years; - : R o

* have no current or prior matetial relanonshlps w1th Tyco aside from thelr Dlrectorshlp that |
could affcct their judgment ‘ .

* have not worked for, nor have any immediate family members worked for, l)een retamed by, or
received anything of substantial value from the Company agide, from hlS or her compensatlon as
a Director; '

* have no immediate family member who is an officer of the Company or |ts subsidiaries or who
has-any current or past material relationship with the Company,. TenL o
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* do not work for, nor does any immediate family member work for, consult with, or otherwise
provide services to, another publicly traded company on whose Board of Directors the Tyco
Chief Executive Officer or other member of senior management serves;

* do not serve as, nor does any immediate family member serve as, an executive off icer of any
entity with respect to which the Company’s annual sales to, or purchases from, exceed one
percent of either entity’s annual revenues for the prior fiscal year; v

* do not serve, nor does any immediate family member. serve; on either the board of directors or
the compensation committee of any corporanon that employs either a nominee for Director or a
member of the immediate family of any nominee for Director; and "o : :

* do not serve, nor does any immediate family member serve, as a director, trustée, executive
officer or similar position of a charitable or non-profit organization with respect to which the
Company or its subsidiaries made charitable contributions or payments in excess of one percent
of such organization’s charitable receipts in the last fiscal year. In addition, a Director is not
independent if he or she serves as a director, trustee, executive officer or similar position of a
charitable organization if Tyco made payments to such charitable organization in an amount that
exceeds one percent of Tyco’s total annual charitable contributions made during the last fiscal
year.

The Board has determined that all of the Director nominees, with the exception of the Chief
Executive Officer, meet these standards and are therefore independent of the Company. The .
independent Director nominees are Timothy.M. Donahue, Brian Duperreault, Bruce S. Gordon; §
Rajiv L. Gupta, John A. Krol, Brendan R. O’Nelll William S. Stavropoutos, Sandra S. W1]nberg,
Jerome B. York and David Yost. . - S D : :

t . ' H .
. - .

Dlrector Servnce ' . ' .
D‘ll‘ﬁCtOI‘S are elected by an afﬁrmatwe vote of a majomy of the .votes casi by sharcholders at the
annual general meeting of .shareholders and they serve for.one-year terms. Each Director must tender
his or her resignation from the.Board at the annual general meeting of shareholders following his or -
her 72nd birthday. The Board may, in its discretion, waive: this limit-in.special circumstances, as:it has:
done this year with.respect to Mr. Krol, whom the Nominating and'Governance Committee has
nominated to serve an additional term in light of his extensive experience and knowiedge as lead .
Director from 2002 through 2007. Any nominee for Director who does not receive a majority of votes
cast from the shareholders is not elected to the Board. The sitting Director will remain in office until a

new Director is elected, which shall take place in a umely Manner.

The Nominating and Governance. Commlttee is responsible for the review of all Directors, and -
where necessary will take action to.remove a Director for performance, which requires: the unanimous
approval of the Board. This unanimous approval does not include the approval of the Director whose
removal is sought. . G .

Directors are expected to mform the Nominating and Governance Commlttee of any significant
change in their employment or professional respon51b1ht1es and are required to offer their re51gnatlon
to the Board in the event of such a change. This allows for discussion w1th the Nommatmg and
Governance Committee to determine if it is in the mutual interest of both partles for the Director to

continue on the Board. =~ . - o e o S e

The gu1delme is for committee chairs and the lead Director to:

* serve in the1r respectlve roles five years, and e _ .

* to rotate at the time of the annual meeting followmg the completlon of their fifth year- of
service.
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The Board may choose to override these guiding principles in special circumstances or if it . ;

otherwise believes it is appropriate to do so. For example, Mr. York has been asked to serve as
chairman of the Audit Committee for an additional term in light of his extensive experience and
knowledge.

When the Chairman of the Board / Chief Executive Officer steps down, he or she must .
simultaneously resign from the Board, unless the Board decides that his or her services as a Director
are in the best interests of the Company. If is only in unusual circumstances that the Board decides
that the retired Chlef Executive: Officer should contmue to serve. ’ ) '

Dot . Cey . .

Director Onentatlon and Education -

..

A formal orlentatlon program is provnded to new Dlrectors by the Corporate Secretary on Tyco’s
mission, values, governance,,comph@nce and business operatlons In addition, a program of contmumg
education is annually prov1ded to 1ncumbent Dnrectors and lt'mcludes review of the Company’s Gmde
to Ethical Conduct. Directors are also encouraged to take advantage of outside continuing education
relating to their duties as a Dlrector and to subscribe to appropnate publications at the Company’s |
expense.

Other Directorships, Conflicts and Related Party Transactions
In order to provide' sufficient time for i.nformed participation in their board resporisi-bilitiaes:

* non-execitive Directors who are employed as chief executive officer of a publicly traded -
company-are requ1red to limit their-external dlrectorshlps of other publlc companies to 4wo;

* non- executwe Dlrectors who are, otherwrse fully employed are requlred 10 llmrt their external
dlrectorshrps of other pubhc compames to three; and

1 . f . t

*» non-executive Directors who are not fully employed are’ requrred to llmlt their external .
dlrectorshlps of other publlc companies to five." . . ‘

The Board may, in its dlscreuon waive these limits in specnal c1rcumstances When a Dlrector the
chief executive or other senior managers intend to serve on another board, the Nommatmg and
Governance Committee is required to be notified. The Committee reviews the poss1b1]|ty of conflicts of
interest or time constraints and must approve the officer’s or Director’s appointment to the outside
board. Each Director is reqmred to notify the chair of the Nominating and Governance Committee of
any oonfhcts 'I'he chief executive may serve on no more than two other pubhc company boards. "

.The- company has a formal, written procedure mtended to ensure comphance with the related
party provisions in our guide to ethical conduct, Bye- -laws and with our corporate governance prrncrples.
For the purpose of the pollcy, a “related party transactlon” is a transaction in which we participate and
in which any related party has a direct or mdrrect material interest, other than orclmary course,
arms-length transactions of less than 1% of the revenue of the counterparty., Tranc;actlons exceedmg the
1% threshold, and any transaction mvolvmg consulting, financial advisory, legal or accounting services
that could impair a Director’s mdependence must be approvecl by our Nominating and Corporate
Governance Committee. Any related party transaction in which an executive officer or a Director has a
personal interest, or which could present a-possible conflict under the guide to ethical conduct, must be
approved by a majority of disinterested directors, following approprlate disclosure of all matenal
aspects of .the transaction. <o . ‘

Under the rules of the Securities and Exchange Commission, public issuers such as the Company
must disclose certain “related person transactions.” These are transactions in which the Company is a
participant where the amount involved exceeds $120,000, and a Director, executive officer or holder of
more than 5% of our common stock has a direct or indirect material interest. Although the Company
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engaged in commercial transactions in the normal course of business with. companies where the-
Company’s Directors were employed and sérved as officers, none of these transaction exceeded 1% of
the Company’s gross revenues and these transactions are not considered to be.related party
transactions. o

Guide to Ethlcal Conduct ' ' o4

-

We have adopted the Tyco Gulde to Eth1cal Conduct, which applles to all empioyees, off cers, and
Directors of Tyco. The Guide to Ethical Conduct meets the requirements of a “code of ethics?’ as
defined by Item 406 of Regulation $-K and applies to our Chief Executive Officer, Chief Financial
Officer and Chief Accounting Officer, as well as all other employees. The Guide to Ethical Conduct
also meets the requirements of a code of business, conduct and ethics under the listing standards of the
New York Stock Exchange (“NYSE”). The Guide to Ethical' Conduct is posted on our website at
www.tyco.com under the heading “Corporate Responsibility—Governance”, We will also provide a copy
of the Guide to Ethical Conduct to shareholders upon request. We disclose any amendrhents to the '’
Guide to Ethical Conduct, as well as any waivers for executive officers or Directors on our web51te at, -
www.tyco.com under the heading “Corporate Responsibility—Governance.” F '

Charitable Contributions

Y. ' -4 .

The Board understands that its members, or their 1mmed1ate famlly members, serve as dlrectors
trustees, executivés, advisors and in other capacities with a host of other organizations. If Tyco ‘dirécts a
charitable donation to an organization in which a Tyco Director, or their immediate family member,
serves as a director, .trustee, executive, advisor, or in other capacitics with the organization, the Board
must approve the donation. Any such donation approved by the Board will be limited to an amount
that is less than one percent of that organization’s annual charitable recelpts and less than one percent
of Tyco’s total annual charitable contributions. Furthérmore, charitablé donations by the Company to
organizations at the request of a Director are limited to matching donations in an-amount no. greater
than the amount contributed by the Director, and may not exceed the maximum amount of $10,000 per
calendar year permitted under Tyco’s employee matching gift program. All matching contributions
made by the Company on ‘behalf of a Direcior in fiscal 2008 are dlsclosed below under “Compensatlon
of Non-Employee Directors.”

. 1 \ .
N a . " . . . [ ]

COMPENSATION OF NON-EMPLOYEE DIRECTORS BRI

The fiscal year 2008 compensation package for non- employee Directors, _consisted of an annual
retainer of $80,000 and deferred stock units (“DSUs"”) with a value at grant of approximately $120,000.
The lead Director and the Chair of the Audit Commlttee receives an additional annual fee of $20 000
and the Chairs of the Conipensation Committee and the Nommatmg and Governance Committee each
receives an additional annual fee of $15,000, in recognition of the responsibilities required in these
roles. In addition; any member of a ‘special committee of the Board receives meeting fees in an amount
up to $1,500 per day for each specml committee meeting that he or she attends. No such fees were
pald in fiscal 2008. A Director who is also an employee recewe’s o additional remunerat:on for
serv1ces as a Dlrector :

As a result of recent U.S. federal tax Iaw changes, the equity component of our Dlrector s annual
remuneration has been pr0posed to be changed as part of the-amendment to the 2004 Stock and

Incentive Plan described in Proposal No. 3. If the change is approved, Directors will be eligible. to

3
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receive grants of DSUs, common shares, options, restricted shares or restricted stock units (“RSUs™),
or any combination thereof in lieu of the annual grant of DSUs that is currently mandated by the Plan.

' - 1
Fees Earned or Stock All Other

e ", 0 ' Paid in Cash Awards Compensation Total
Name i ) . L L L () ,,(S)m el $)
Adm. Dennis.C. Blait® .. . . .........:........ -§ 80,000 $128,805, —  $208,895
Mr. Timothy Donahue . . ...:... .. ... ..., ... % 43516, $ 66932 . - — , $110,448
Mt. Brian Duperreault .............. LN $ 80,000 ., $127411 e — $207,411
Mr. Bruce S. Gordon (LYNC) ................ $ 99,038 $128,805 . — $227.933
Mr. Rajiv L. L. Gupta (CC) . . . ............... $ 95,000 $125,767 $10,000 $230,767
Mr.John A . Krol ...... ... ... .t $ 96,058 $128,895 $10,000 $234,953
Dr.Brendan R.O'Neill .. ...... ... ... ..., $ 80,000 $128,895 — $208,895
Dr. William S. Stavropoulos . . ................ $ 80,000 $122,437 $10,000 $212,437
Ms. Sandra S. Wijnberg ... ... ... ...l $ 80,000 $128,895 $ 105 $209,946
Mr. Jerome B. York (AC) . ......... ... .. ... $100,000 $128,895 $§ 372 $229,267
Former Directors:
Mr, H. Carl McCall® .. ... ... ... .. . ... $ 36,703 $124,435 $ 1,000 $162,138
(L)= Lead Director
(AC)=  Audit Committee Chair
(CC)=  Compensation Committee Chair
(NC)=  Nominating and Governance Committee Chair

() Consists of meeting fees, as described above. Mr. Donahue was paid a prorated fee for his services
for the period from March 13, 2008, when he joined the Board, through the end of the fiscal year.
Mr. Gordon was paid a prorated fee for his services as Lead Director for the period from
March 13, 2008 to March 28, 2008, and for his services as Nominating and Governance Chair for
the period March 13, 2008 to March 28, 2008. Mr. Krol was paid a prorated fee for his services as
Lead Director for the period December 29, 2007 to March 13, 2008, and his services as
Nominating and Governance Committee Chair for the period December 29, 2007 to March 13,

. 2008. Mr. McCall was paid a prorated fee for his services as a Director for the period

December 29, 2007 to March 13, 2008.

@  As noted above, Directors receive an annual grant worth approximately $120,000 of DSUs of the
Company. The table above includes the value of dividend equivalent units (“DEUs”) that accrued
during fiscal 2008, but which are paid on a deferred basis. This column reflects the expense
recognized in the Company’s audited consolidated financial statements for the year ended
September 26, 2008 for DSUs granted to each Director in 2008. Each DSU and all prior DSUs are
fully vested when they are granted, meaning that they are not subject to forfeiture (except in the
case of dismissal for cause), but do not carry voting rights until they are actually issued. However,
the shares are not actually issued to the Director until the earlier of retirement from the Board or
a change-in-control of the Company.

®  All other compensation includes the aggregate value of all matching charitable contributions made
by the Company on behalf of the Director during the fiscal year. The Company matches the
contributions of Directors made to qualifying charities up to a maximum of $10,000 per calendar
year. In addition, all other compensation includes the value of the discount on home security
systems installed by the Company in Directors’ homes and discounts on security monitoring
services. These discounts did not exceed $1,051 for any Director in fiscal 2008.

¢ Admiral Blair's term on the Board will expire no later than the date of the 2009 Annual General
Meeting.
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5} Mr. McCall retired from the Board on March 13, 2008.

e
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Dzrector Deferred Compensarmn Plan

Until December 2008, under the Director Deferred Compensation Plan (“Deferred Compensation
Plan’"), each non-employec Director was-permitted to make an election to defer some or all of his of
her cash remuneration for that year. As a result of the- U.S. federal tax law changes and the lacK of
significant Director participation therein, the Deferred Compensation Plan was discontinued effective

December 4, 2008. No elections were made by Directors to defer any compensanon under the Deferred
Compensation Plan in fiscal 2008. . e
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PROPOSAL NUMBER ONE—ELECTION OF DIRECTORS

Upon the recommendatlon of the Nommatmg and Governance Committee, the Board has
nominated for election at the 2009 "Annual General Meeting a slate of 11 nominees, consisting of 10
individuals who are currently serving on the Board and one new nominee. The nominees who are
currently serving on the Board are Ms. Wijnberg, Drs. O’Neill and Stavropoulos and Messrs. Breen,
Donahue, Duperreault, Gordon, Gupta, Krol and York, and the new nominee is Mr. David Yost. -
Biographical information regarding each of the nominees is set forth below. The election of Directors
will take place at the Annual General Meeting. Election of each Director requires the affirmative vote
of a majority of the votes cast by the holders of common shares represented at the Annual General
Meeting in person or by proxy. Sharcholders are entitled to one vote per share-for each of the
Directors to be elected. Tyco is not aware of any reason why any of the nominees will not be able to
serve if elected. Each of the Directors elected will serve until the 2010 Annual General Meeting and
until their successors, if any, are ¢lected and qualified. The Nominating and Governance Committee
has not nominated Admiral Dennis Blair, a current Board member, for election at the 2009 Annual
General Meeting because Admiral Blair has been nominated by U.S. President-elect Barack Obama to
serve as the Director of National Intelligence in his administration. If he is confirmed, we expect
Admiral Blair will tender his resignation from our Board effective at the time of confirmation. The
Board wishes to thank Admiral Blair for his Slgmﬁcant contributions to Tyco during his six years of
service on the Board.

] .. -

Current Di_rectors Nominated for Re-_Electien

Edward D. Breen—MTr. Breen, age 52, has been our Chairman and Chief Executive Officer since
July 2002. Prior to joining Tyco, Mr. Breen was President and Chief Operating Officer of Motorola.
from January 2002 to July 2002; Executive Vice President and President of Motorola’s Networks Sector
from January. 2001 to January 2002; Executive Vice President and President of Motorola’s Broadband
Communications$ Sector from Jahuary 2000 to January 2001 Chairman, President and Chief Executive
Officer of General Instrument Corporation from December 1997 to January 2000; and, prior to
December 1997, President of General Instrument’s Broadband Networks ‘Group. Mr. Breen also serves
as a director of Comcast Corporation and i isa member of the Adv1sory Board of New Mountain
Capital LLC a private equity firm.

Timothy M. Donahue—Mr. Donahue, age 60, ]omed our Board in March 2008. Prior to his
retirement, Mr. Donahue was Executive Chairman of Sprint Nextel Corporation from August 2005 to
December 2006. He previously served as president, and chief executive officer of Nextel
Communications, Inc. He began his career with Nextel in January 1996 as president and chief operating
officer. Before joining Nextel, Mr. Donahue, served as northeast regional president for AT&T Wircless
Services operatlons from 1991 to 1996. Prlor to that, he served as president for McCaw Cellular’s
paging division in 1986 and was named McCaw's pre51dent for the U.S. central region in 1989. He is
also a director of the Eastman Kodak Company, Covidien Ltd. and NVR Inc. Mr. Donahue is a
graduate of John Carroll Umversny, with a BA degree in English therature

Brian Duperreault—Mr. Duperreault, age 61, joined our Board in March-2004. Mr. Duperreault
has served as President, Chief Executive Officer and director of Marsh & McLennan Companies, Inc.
since January 2008. Previously he served as Chairman of ACE Limited, an international provider of a™
broad range of insurance and reinsurance products, from October 1994 to May 2007. He served as
Chief Executive Officer of ACE Limited from October 1994 through May 2004, and as its President
from October 1994 through November 1999. Prior to joining ACE, Mr. Duperreault had been
employed with American Insurance Group (“AIG”) since 1973 and served in various senior executive
positions with AIG and its affiliates from 1978 until September 1994, most recently as Executive Vice
President, Forelgn General Insurance, and, concurrently, as Chairman and Chief Executive Officer of
American International Underwriters Tnc. (“AIU”) from April 1994 to September 1994,
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Mr. Duperrcault was. President of AIU from 1991 to April 1994, and Chief Executive Officer of AIG

- affiliates in Japan and Korea from 1989 until 1991. Mr, Duperreault serves as Chairman of the Centre

on Philanthropy, Chairman of Bermuda Institute of Ocean Sciences, and Chairman of the lnterndtlonal
Insurance Society. He is also a member of the Board of Directors of the Insurance Informanon
Institute, and the Board of Overseérs of the School of Risk Management of St. John’s Umver51ty

Bruce S. Gordon—Mr. Gordon, age 62, joined our Board in January 2003. From. August 2005
through April 2007, Mr. Gordon served as President- and Chief Executive Officer of the NAACP. Uniil
his retirement in December 2003, Mr. Gordon was the President of Retail Markets at Verizon -
Communications, Inc., a provider of wireline and wireless communications. -Prior to the merger of Bell
Atlantic Corporation and GTE, which formed Verizon in July-2000, Mr. Gordon fulfilled 2 variety of
positions at Bell Atlantic Corporation, including Group President, Vice President, Marketing and Sales,
and Vice President, Sales. Mr. Gordon graduated from Gettysburg College and received an M.S. from
Massachusetts Institute of Technology. Mr. Gordon also serves as a director of CBS Corporation and
Northrup Grumman Corporation. Mr. Gordon is the Lead Dlrector of our Board and the Chair of the
Nominating and Governance Committee.

Rajiv L. Gupta—Mr. Gupta, age 63, joined our Board in March 2005. Mr. Gupta has served as .
Chairman and Chief Executive Officer of Rohm and Haas Company, a worldwide producer of specialty
materials, from 1999 to the present. Previously, he served as Vice Chairman of Rohm and Haas
Company from 1998 to 1999, Director of the Electronic Materials business from 1996 to 1999, and Vice
President and Regional Director of the Asia-Pacific Region from 1993 to 1998, Mr. Gupta holds a B.S..
degree in mechanical engineering from the Indian Institute of Technology, an M.S. in operanons
research from Cornell University and an M.B.A. in finance from Drexel University. Mr. Gupta also is a
director of The Vanguard Group and will join the board of Hewlett-Packard Company.in January 2009
Mr. Gupta is the Chair of-the Company s Compensatlon and Human:Resources Committee. .

John A. Krol—Mr Kro[ age 72, joined our Board in August 2002. Mr. Krol served as the
Chairman and Chief Executive Officer of E.L 'du Pont de Nemours & Coipany, where he spent h15
entire carcer until his retlrement in 1998. E.I. du Pont de Nemours is a global research and technology-
based company serving worldWlde markets, including food and nutrition, health care, dgrlculture
fashion and apparel, home and construction; electronics and transportation, Mr. Krol also serves as a
director of ACE Limited, and the private companies Norvax, Inc. and Milliken & Company, and is on
the Advisory Board of Bechtel Corporation. Mr. Krol graduated from Tufts Univeisity where-he
received a B.S, and M.S. in chemistry. , . ' RN

Brendan R. O'Neill—Dr. O Neill, age 60 joined our, Board in March 2003. Dr. O Nelll was Chlcf
Executive Officer and director of [mperml Chemical Industries PLC (“ICI”) a manufacturer of :
specialty products and paints, ‘untii April 2003, Dr. o Neill ]omed ICI in 1998 as its Ch:ef Operatmg
Officer and Director, and was promoted to Chief Executlve Officer in_ 1999. Prior to Dr. O’Nelll’
career at ICI, he held numerous positions at Guinness PLC, mcludmg Chief Exccutive of Gumness
Brewing Worldwide Ltd, Mandgmg Dlreclor lnternatlondl Region of Umted Distillers, and ‘Director of
Financial Control. Dr. O’Neill also held positions at HSBC Holdings PLC, BICC PLC and thie Ford”
Motor Company. He has an'M.A. from the University of. Cambridge and a Ph.D. in chemistry from the
University of East Anglia, and is a Fellow of the Chartered Institute of Management Accountants
(U.K.). Dr. O’Neill is a director of Endurance Specialty Holdings Ltd., Aegis Group Plc., Informa plc
and Watson Wyatt Worldwide, Inc He -chairs the Audit Committees of Aegis Group Plc and .

Informa plc. S REEE

-----

William §. Stavropoulos———Dr Stavropoulos, age 69, joined our Board i in March 2007,
Dr. Stavropoulos was the Chairman, President and Chief Executive Officer of Dow Chem:cal Company,

where his career spanned 39 years until his retirement in 2006. While at Dow, Dr. Stavmpoulos served '

in a varlety of positions in research, marketing and general mdnagcmem Dr. Stavropoulos graduated
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from Fordham University with a B.S..in pharmaceutical chemistry and from the University of
Washington with a Ph.D. in medicinal chemistry. Dr. Stavropoulos serves as a director of Chemical
Financial Corporation and "Teradata Corporation, is a trustee to the Fidelity Group of Funds, on the
advisory boards of Maersk Corporation and Metalmark Capital LLC and is a special advisor to
Clayton, Dubilier & Rice, Inc. Dr Stavropoulos is also President and Founder of Michigan Baseball
Foundation. -

Sandra S. Wijnberg—Ms. Wijnberg, age 52, joined our Board in March 2003. In March 2007,
Ms: Wijnberg was named Chief Administrative Officer of Aquiline Holdings LLC. From January 2000
to April 2006, Ms. Wijnberg was thé Senior Vice President and Chief Financial Officer at Marsh &
McLennan Companies, Inc., a professional services firm with insurance and reinsurance brokerage,
consultmg and investment management businesses. Before joining Marsh & McLennan Companies, Inc.
Ms. Wijnberg served as a Senior Vice President and Treasurer of Tricon Global Restaurants, Inc. and
held various positlons at PepsiCo, Inc., Morgan Stanley Group, Inc. and American Express Company.
Ms. lenberg is a graduate of the University of California, Los Angeles and received an M.B.A. from
the Umversnty of Southern California. Ms. Wijnberg has submitted her resignation from the board of
directors of Tyco Electronics Ltd., where she was the also the Chair of the Audit Committee, effective -
January 31, 2009. Ms. Wijnberg is a director of the private companies Tygris Commerual Finance
Group and Futurlty Flrst Financial Corporation.

Jerome B. Yorkm-—Mr York age 70, joined our Board in November 2002. Since 7000 Mr. York has
been Chief Executive Officer of Harwinton Capital; LLC, a private investment company that he
controls. From 2000 to 2003, he was the Chairman, President and Chief Executive Officer of
MicroWarehouse, Inc. a computer reseller, and prior to that he was the Vice Chairman of Traginda .
Corporation from 1995 to 1999, Chief Financial Officer of IBM Corporation from 1993 to 1995 and
held various 'pomtlons at Chrysler Corporation from 1979 to 1993. Mr. York graduated from the United
States Mllltary Academy, and received an M.S. from the Massachusetts Institute of Technology and an
M.B.A! fromthe Umversny of Michigan. Mr. York dlso serves as a director and chair of‘the Audit -
Committees of Apple, Inc. and Dana Holding Corporation. Mr. York is the Chair of the Company ]
Audit Committee.

New Diqeqtor Nominated for Elect.ion

- R. David Yost—Mr. Yost, age 61, has served as Director and Chief Executive Officer of
AmeritourceBergen, a comprehensive' pharmaceutical services provider, from August 2001 to the
present. He was President of AmerisourceBergen from August 2001 to Octeber 2002, Chairman and:
Chief Executive Officer of AmeriSource Health Corporation from December 2000 to August 2001, and
President and Chief Executive Officer of AmeriSource from May 1997 to Decémber 2000. Mr. Yost
also held a’variety of -other posmons with AmeriSource Health Corporation and its predecessors from
1974 fo 1997. ~ ° - ‘ ‘ .

. jl‘_he _Board recm_t_lmends thaf shareholdefs vote FOR the election of allr 11 nominees. for Di_rector.

-

. L . ' e

s
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* COMMITTEES OF THE BOARD

The table below provides fiscal year 2008 membershlp and meetmg information for each of the
Board Committees.

! . " Nominating & Compensation &  Date Elected

Name Audit Governance Human Resources  to Board

Adm. Dennis C. Blair™ . ... ....... [ ) X 03/06/2003
Mr. Timothy M. Donahue ... ................ o X 03/13/2008
Mr. Brian Duperreaunlt. . ... ... ... ... ... .. ... : X 03/25/2004
Mr. Bruce S. Gordon (L)( ) ................. X 01/13/2003
Mr. Rajiv L. Gupta (C) .. ... e . . X . 03/10/2005
Mr. John A. Krol ........ e , X 08/06/2002
Dr. Brendan R. O'Neill ..................... X ' 03/06/2003
Dr. William S. Stavropoulos . . ... ........... .. X " 03/08/2007
Ms. Sandra S. Wijnberg .. .. ............ ... .. . X . ‘ 03/06/2003
Mr. Jerome B, York (C) . ............c.oo.... - X o 11/11/2002
Number of Meetings During Fiscal Year 2008® ... 12 14 15 o

M If elected, Mr. Yost is expected to replace Admiral Blair on the Compensation Committee.
@  Includes joint committeec meetings held during the fiscal year

(L) = Lead Director
(C) = Committee Chair

Durmg fiscal 2008, the Board met nine tlmes All of our Dlrectors attended over 75% of the
meetings of the Board and the committees on which they served in fiscal 2008. The Board’s governance
principles provide that Board members are expected to attend each annual general meeting. At the
2008 Annuat General Meeting, all of the current Board members were in attendance.

Audit Committee. 'The Audit Commitiee monitors the integrity of Tyco’s financial statements, the
independence and qualifications of the independent auditors, the performance of Tyco’s internal
auditors and independent auditors, Tyco’s compliance with legal and regulatory requirements and the
effectiveness of Tyco’s internal controls. The Audit Committee is also responsible for retaining, subject
to shareholder approval; evaluating, setting the remuneration of, and, if appropriate, recommending the
termination of Tyco’s independent auditors. The Audit Committee has been established in accordance
with Section 3(a)(58)(A) of the Securities Exchange Act of 1934, as amended. The Audit Committee
operates under a charter approved by the Board: The-charter is posted on Tyco’s website at.
www.tyco.com and we will provide a copy of the charter to shareholders upon request. The Audit
Commitice held twelve meetings during fiscal 2008, including one joint meeting with another Board
committee. During 2008, the members of the Audit Committee were Messrs. Gordon and York and
Drs. O'Neill and Stavropoulos, each of whom is independent urider NYSE listing standards and SEC
rules for audit committee members. Mr. York is the chair of the Audit Committee. The Board has
determined that each of Mr. York and Drs, Stavropoulos and O’Neill are audit committee financial
experts. In March 2008, Mr. Gordon resigned from the Audit Committee upon his appointment as
Lead Director and chair of the Nominating and Governance Committee.

Nominating and Governance Committee. The Nominating and Governance Committee is
responsible for identifying individuals qualified to become Board members, recommending to the Board
the Director nominees for the annual general meeting of shareholders, developing and recommending
to the Board a set of corporate governance principles, and playing a general leadership role in Tyco’s
corporate governance. In addition, the Nominating and Governance Committee oversees our
environmental, health and safety management system. The Nominating and Governance Committee
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operates under.a charter approved by the Board. The charter is posted on Tyco's website at
www.tyco.com and we will provide a copy of the charter to shareholders upon request. The Nominating
and Governance Committee held fourteen meetings during fiscal 2008 including three joint meetings
with another Board committee. The.members of the Nominating and Governance Committec are

Ms. Wijnberg and Messrs. Krol, Gordon and Duperreault, each of whom is independent under NYSE
listing standards. Mr. Gordon replaced Mr. Krol as Lead Director and chair of the Nominating and
Governance Committee in March 2008

Compensation and Human Resources Commmee "The Compensation Committee reviews and
approves compensation and benefits p011c1es and objectives, determines whether.Tyco s officers, .
Directors and employees are compensated according to these objectives, and carries out certain of the
Board’s responsibilities relating to the compensation of Tyco s executives. The Compensathn
Committee operates under a charter approved by the Board. The charter is posted on Tyco’s website at
www.tyco.com and we wilt provide a copy of the charter to sharcholders upen request. The
Compensation Committee held fifteen meetings during fiscal 2008 including four joint meetmgs with
other board commlttees During 2008, the members of the Compensatlon Committee were Admiral
Blair and Messrs. Duperrea.ult Danahue and Gupta. Mr. Gupta is the chalr of the Compensauon
Committee.,In March of 2008, Mr. Duperreault resigned from the, Committee to join the Nominating
and Governance Commlttee Due to his nomination as the U.S. Director of National Inteiligence,
Admiral Blair has not been nominated for re-election to the Board at, the 2009 Annual Generat
Meeting. We expect that the Board will replace Admiral Blair on the Compensation Committee with
Mr. Yost if he is elected to the Board at the Annual General Meetmg The Board of Directors has
detcrmined that each of the members of the Compensation Committee, including Mr. Yost, is
mdependent under NYSE listing standards. In addition, each member is a “Non- Employee” Dlrector as
defined in the Securities Exchange Act of 1934 and is an “outside director” as defined in
section 162(m) of the Internal Revenue Code. For more information regarding the Compensation
Committee’s roles and responsibilities, see the discussion under the heading “Rolé of the
Compensation Committee” in the Compensation Discussion dnd Analysis. . -~

Compensation Committee Interlocks and Insider Participation

.

None of the members of the Compensation Committee during fiscal 2008 or as of the date of.this
proxy statement is or has been an officer or employee of the Company and no executive ‘officer of the
Company served on the compensation committee or board of any company that empioyed any member
of the Company’s Compensation Committee or Board of Directors.

' : . M . i

Nomination of Directors

The Nominating and Governance Committee, in accordance with the Board’s governance
principles, seeks to create a Board that as a whole is strong in its collective knowledge and has a
diversity of skills apd experience wnh respect to accountmg and finance, management and leadership,
vision and strategy, business operdtlons business judgment, crisis management, risk assessment, industry
knowledge, corporate governance and global markets. When the Committee reviews a ‘potential new
candidate, the Committee looksspecifically at the candidate’s qualtflcatlons in light of the needs of the
Board and the Company at that time, given the then-current mix of Dlrector attributes.

P e

) General cnterla for the nommatmn of Director candidates mclude

- * the hlghest ethlcal standards and integrity;
-{- a wnlimgness to act on dl‘ld bc accountable for Board decnsrons - .

1

+ +'» an ability to provide wise, informed and thoughtful counscl to top managenient on a range of
issues;

2009 Proxy Statement 21

o o |




* a history- of achievement that reflects superlor standards for themselves and others ‘

loyalty and commltment to drlvmg the success of the Company,

Ty

an. ablllty to take tough posmons while at the same time workmg as a team player; and

. 1nd1v1dual backgrounds that prov1de a portfoho of expenence and knowledge commensurate w1th
the Company’s needs.

The Company also strives to have all non- employee Directors be independent In addition to
having' such Directors meet the NYSE definition of 1ndependence, the Board has set its éwn more’
rigorous standard of mdependence The Committee Tust also énsure that the mémbers of the Board as
a group maintain the requ151te qualifications under NYSE llstmg standards for populating the Audit,
Compensation and Nominafing and Governance Committees. In addition, the Committee ensures that
each member of the Compensation and Human Resources Committee is a “Non-Employee” Director
as defined in the Securities Exchange Act of 1934 and is an “outside’ director” as defined in
section 162(m) of the Internal Revenue Code. Ih November 2005, the Board governance prmctples '
were aimended to limit the number of other public company boards of directors on which a Director
can serve to no more than twé for Directors who are employed as chief executive officer of a pubhcly
traded company, no ‘more than three for Diréétors who are otherwise fully employed and no'more than
five for Dnrectors who are not fully employed.’ A Director currently serving on boards in excess of these
limits may continue to serve, provided the Board determines that doing so would not impair the =
Director’s Serv1ce on the Company ] Board 'All of our Directors meet the board service crlterla

As provnded in 1ts charter, the Nommatmg and Governance committee will con51der Director
candidatesirecommended by shareholders. To recommend a Director candidate, a sharcholder should | .
write to Tyco’s Secretary at Tyco’s current registered address: 90 Pitts Bay Road, Pembroke HM 08,
Bermuda. 1f the proposals regarding Tyco’s change of domicile to Switzerland are approved by .
shareholders at the Special General Meeting- scheduled to occur immediately after the Annual General
Meeting, Tyco’s registered address would become: Freier Platz 10, 8200 Schaffhausen; Switzertand. In
any event, any such recommendation must include:

* the name and address of the candidate; "

" * a brief blographlcal descnpt:on mcludmg his or her occupatlon for at least the last five years,
" anda statement of the qualifications of the cand1date takmg into account the quahflcanon

requnrements set forth above; - v
. - ,
* the candidate’s signed consent to serve as a Director if elected and to be named in the proxy

statement; and R
* evidence of share ownership: oo . : o

The recommendatlon must ‘also include documentaly ev1dence of ownership of Tyco common
shares if the shareholder is a beneficial owner, as well as the ddte the shares were acquxred as requlred‘
by the Company § Amended and Restated Bye laws

. -

. To be considered by.the- Nommatmg and Governance Comm:ttee for nommatlon and mclusmn in
the Company’s proxy statement for the 2010-Annual General Meeting of Shareholders, shargholder
recommendations for Director must be received by Tyco’s Secretary no later than September 23, 2009.
Once the Company receives the recommendation, the Company will' deliver a questionnaire to the
candidate that requests additional information about the candidate’s independence, qualifications and
other information that would assist the Nommatmg and Governance Committee in evaluating the
candidate, as well as certain information that mfust bé disclosed about the candidate in the Company’s
proxy statement, if nominated. Candidates must complete and return the questionnaire within the time
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frame provided to be considered for nominatjon by the Nominating.and Governance Committee. No
candidates were recommended by shareholders in connection-with the 2009 Annual General Meeting.

If the proposals regarding Tyco’s change of domicile to Switzerland are approved by shareholders
at the Special General Meetmg, the above requirements will, remain substantially the same except that.
Tyco’s reglstered office would_ change 1o the address stated above ’

The Nommatmg and Governance Committee currently employs a third party search ﬁrm to assist
the ‘Committee in ldentlfymg candldates for Director. The Committee also receives suggesnons for
Dlrectbr candidates from Board members Ten of our nominees for D1rector are current 'members of
the Bdard. In evaluatmg candldates for Director, the Committee uses the quallf ications descrlbed
above, and evaluates shareholder candldates in the same manner as candidates from all other sources.
Based on the Nommatmg and Governance Committee’s ‘evaluation of the current Directors, each
nominee was, recommended for electlon i p . nt

e . - [N | ' ’ . L LI

Executive, Officers - X Cy - L . g

In addition.to Mr. Breen, Tyco’s Chief Executive Officer who also serves as Chairman of the ¢
Board and whose biographical information is set forth-above, the executive officers of Tyco are: . »

Chnstopher] CoughIm—Mr Coughlm age '56, has been our Exccutive Vice Pre51denl and Chief
Financial Officér, singe March 2005 ‘Prior to joining Tyco, Mr. Coughlin served as Chief Operatmg
Officer at lnterpubllc Group. He joined Interpublic from Pharmacia Corporatlon whete' he 'was Chief
Financial, Officer-for, six years. Mr: Coughlin-also serves as a director of The Dun & Bradstreet -
Corporation and Covidien Ltd. - Co . . :

Naren K. Gursahaney—Mr Gursahaneéy, age 47, has Been President of ADT Worldwide since May
2007. Mr. Gursahaney joined Tyco in 2003 as Senior Vice ‘President of Operanonal Excélience and !
became the’ President of Tyco Flow Control in January 2005 and Presrdent of the Tyco Engineered
Products and Sérvices’ segment in January 2006: Prior to joining Tyco, Mr. Gursahaney was the
President and Ghief Executive Officer of GE Medical Systems-Asia. During his ten year tenure at GE,
Mr. Gursahaney Held-senior:leadership positions in services, marketing and information*management -
within the: Medical -Systems and Power. Systems divisions and also worked at-GE’s corporate ..
headquarters as ‘the staff-executive for the vice chairman and manager of business development. Prior
to GE, Mr. Gursahaney spent four years with Booz Allen & Hamilton in Cleveland, Ohio and,worked
as an engineer for, Westinghouse. Electric Corporation in Baltimore, Maryland and Ashdod, Israel..

Patrick Decker—MTr. Decker, age 44, has been President of Flow Control since May 2007 and was
previously Chief Financial Officer of Tyco Engineered Products and Secrvices and 'cho Plastics and
Adhesives. Prior to joining Tyco in 2003, Mr. Decker spent 13 years serving in a series of key financial
roles at Bristol-Myers Squibb, both in the United States and internationally. Mr. Decker began his
career as an auditor for PricewaterhouseCoopers.

George Oliver—Mr. Oliver, age 48, has been President of Tyco Safety Products since 2006 and, in
addition, was named President of the Tyco Electrical & Metal Products businesses in March 2007. Prior
to joining Tyco in 2006, Mr. Oliver served in operational roles of increasing responsibility at several
General Electric divisions, most recently as President and Chief Executive Officer of GE Water and
Process Technologies.

Edward C. Arditte—Mr. Arditie, age 53, has been our Senior Vice President, Strategy and Investor
Relations since February 2006, and prior to that was Senior Vice President, Investor Relations from
May 2003. Prior to joining Tyco, Mr. Arditte was employed by BancBoston Capital, where he served as
Chief Financial Officer from January 2002. Prior to that, Mr. Arditte spent over 15 years at Textron
Inc, where he held a number of positions, including Vice President and Treasurer; and Vice President,
Finance and Business Development at one of the Company’s operating segments.
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Carol Anthony (*John”’) Davidson-—Mr. Davidson, age 53, has been our Senior Vicé President,
Controller and Chief Accounting Officer since Janiary 2004.-Prior to joining Tyco, Mr. Davidson was
employed by Dell Inc,, where he.served as Vice President, Audit, Risk and Compliance. While at Dell
he also served in other senior capacmes including Chief Comphance Officer, Vice President and
Corporate Controller. He joined Dell in 1997 from Eastman Kodak Company, where he worked
16 years in a vanety of financial, accountmg and audltmg posmons of increasing responsibility.

John E. Evard Jr—Mr Evard, age 621 has been our Senior Vice President and Chief Tax Officer
since December 2002. Prior to joining Tyco, Mr. Evard was Vice President, Tax of United 'Iéchnologles
Corporation from August 2000. Prior to joining United Technologies, Mr. Evard held a numbcr of
positions at CNH. Global N.V. and its predecessor company, Case Corp., mc]udmg Senior Vice . .
President, Corporate Development, and General Tax Counsel from December 1989 to August 2000.

Arun Nayar-—Mr. Nayar, age 58, has been our Senior Vice President and Treasurer since March
2008. Prior to joining Tyco, Mr. Nayar spent six years at PepsiCo, Inc., most recently as Chief Financial
Officer of Operations, and before that as Vice President and Assistant Treasurer of Capital Markets.

Judith A, Reinsdorf—Ms. Reinsdorf, age 45, has been our Executive Vice President and General
Counsel since March 2007.-From October 2004 to February 2007, Ms, Reinsdorf served as Vice
President, Gengral Counsgl and Secretary of C. R. Bard, Inc., a medical device company. Previously,
she had served as Vlce Pre31dent and Corporate Secretary of Tyco from 2003 to 2004 and as Vice
Presndent and Assoc1ate General Counsel of Pharmac1a Corporatlon from 2000 to 2003.

Laurie 4. Siegel--Ms. Siegel, age 52, has been our Semor Vice President, Human Resouices and:: ~
Internal Communications since January 2003. Ms. Siegel was emptoyed by Honeywell International
from 1994 to 2002, where she held various positions in Human Resources. After leading the
compensatlon organization from 1994 to 1997, she served .as Corporate Vice President of Human
Resources until 1999. Thereafter, she ‘served as Vlce Presrdent of Human Resources in the Aerospace
and Specialty Materlals divisions. Ms. Slegel Serves as a dlrector of Embarq Corporatlon '

Shelley: Stewart; Jr—Mr. Stewart, age 55, has been our Senior Vice President of Operational
Excellence and-Chief Procurement Officer since January 2006 and prior to that served as Vice
President of Supply Chain Management. Before joining Tyco in 2003 Mr. Stewart was Senior Vice
President of Supply Chain Management at Invensys plc and Vice President of Supply: Chain
Management with the Raytheon Conipany. He also spent 18 years with United Technologies
Corporation where he held numerous senior level supply chain and operational positions.

ey T o, L R T T -
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SECURITY OWNERSHIP OF CERTAIN‘BENEFICIAL OWNERS AND MANAGEMENT

:Ti'le;lfoll()\a;ihg_table sets forth the number of shares of common stock beneficially. owned as of
December 31, 2008 by each current Director, nominee for Director, executive officer named in the
Summary Compensation Table under “Executive Officer Compensation” and the Directors and -
executive officers of the Company as a group.

i e . +

‘Nﬁrhber of Common‘ Shares Percentage of

Beneficial Owner e , Title . ¢, Beneficially Owned™" + ' Class
Dennis C. Blair . . .....,.. Director . o _ 18,623@. , . . *
Edward D. Breen .. ...... Chairman and Chief C L L . '
_ ' Executive Officer 3,561,549(3)@) 0.8%

Christopher J. Coughlin’. . . .,. Executive Vice President and

- : L “Chief Financial Officer 324,600006) - o E
Timothy M. Donahue ... .:.: Director . C 05,1949, . . .,
Brian Duperreault . . ... ... Director . 16,580@ . . *
JohnE.EBvard........... Senior Vice President, Tax 181,462 ~=..» . 7 *
Bruce S. Gordon ... ...... Lead Director 24,097@3) . . *
Rajiv L. Gupta . ....w... -Director P o 1432@ *
Naren K.'Gursahaney '. . . ..  President, ADT Worldwide L 270,687 T *
John A. Krol... ... .:.. Director ‘ ' 27,0692 : *
George Oliver .. ......... President, Tyco Safety

Products 59,715 *

Brendan R. O'Neill ....... Director 23,597@06) *
William S. Stavropoulos . . .. Director 8,419% *
Sandra S. Wijnberg ....... Director 23,5972 ’
Jerome B. York .. ........ Director 32,347@H3 *
R.David Yost . .......... Director Nominee 0 —
All current Directors and executive

officers as a group (22 persons) . .. ... ... 5,187,143 1.1%

*  Less than 0.1%

(' The number shown reflects the number of common shares owned beneficially as of December 31,
2008, based on information furnished by the persons named, pubtic filings and Tyco’s records. A
person is deemed to be a beneficial owner of common shares if he or she, cither alone or with
others, has the power to vote or to dispose of those common shares. Except as otherwise indicated
below and subject to applicable community property laws, each owner has sole voting and sole
investment authority with respect to the shares listed. To the extent indicated in the notes below,
common shares beneficially owned by a person include common shares of which the person has
the right to acquire beneficial ownership within 60 days after December 31, 2008. All current
Directors and executive officers, as a group, were beneficial owners of approximately 1.1% of the
outstanding common shares as of December 31, 2008. There were 473,264,081 Tyco common
shares outstanding on such date (excluding shares held directly or indirectly in treasury).

@ Includes vested DSUs as follows: Admiral Blair, 18,623; Mr. Breen, 906,821; Mr. Donahue, 5,194;
Mr. Duperreault, 16,109; Mr. Gordon, 18,623; Mr. Gupta,13,322; Mr. Krol, 18,623; Dr. O’Neill,
18,623; Dr. Stavropoulos, 7,669; Ms. Wijnberg, 18,623; and Mr. York, 18,623. Distribution of the
DSUs will oceur upon (i) the termination of the individual from the Company or the Company’s
Board (other than for cause) or (ii) a change in control of the Company. Upon such termination
or change in control, as the case may be, the Company will issue the number of Tyco common
shares equal to the aggregate number of vested DSUs credited to the individual, including DSUs
received through the accrual of dividend equivalents. )
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@) Includes the maxithum number of ‘shares for which these individuals can acquire beneficial .
ownership upon the exercise of stock options that are currently vested or will vest before March 1,
2009 as follows; Mr. Breen, 2,524,026; Mr. Coughlin, 278,419; Mr. Evard, 170,742; Mr. Gordon,
4,974; Mr. Gursahaney, 250,651; Mr. Krol, 5,996; Mr. Ollver 59 715 Dr. O’Nelll 4,974
Ms. Wijnberg, 4.974; and Mr. York 4,974.

@ TIncludes 83,748 shares held in the Edward D. Breen 2008-1 Trust '

-

G} Intludes 36,000 options held in the Christopher J. Coughlin 2008 Equity Trust - .
The following table sets forth the information indicated for personé or groups known to the
Company to be beneficial owners of more than 5%-of the outstandmg common shares. - '
Number of Percentage of Common

s Common Shares Stock Outstanding on
- Beneficially Owned December 31, 2008

Davis Selected Advisers LP® . ... ... ... ... ... T 28911245 - - '5.8%
2949 East Elvira Road, Suite 101 t -
Tucson, Arizona 85706 . o ‘
() The amount shown for the number of common shares over Wthh Dav1s Selected Advisers LP
exercised investment discretion was provided pursuant to the Schedule 13G/A dated February 1 13,
2008 that it filed with, the SEC, indicating beneficial ownershlp as of December 31, 2007.

Name and Address of Beneficial Owner

+ 0

-
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*EXECUTIVE OFFICER COMPENSATION PR i

Compensation Discussion and Analysis

Introduction o

The Compensation Discussion and Analysis section of this proxy discusses the role of the
Compensation and Human Resources Committee (the “Compensanon Committee™) in establishing the
objectives of the Company s executive compensation plans; the Compensation Committee’s executlve
compensation philosophy, and the application of this philosophy to Tyco’s executive compensatton
plans. It also provides an analysis of the compensation design, and the decisions the Compensation
Committee made in fiscal 2008 with respect to the five “named executive officers” of Tyco: Edward D.
Breen, the Chairman and Chief Executive Officer; Christopher J. Coughlin, the Executive Vice
Presidenit and Chief Flnanc1al Officer; George R. Oliver, President, Safety Products and Electrical &
Metal Products; John E. Evard, Senior Vice President and Chtef Tax Officer; and Naren K. i
Gursahaney, Presmlent ADT Worldwide. ' B

In des1gn1ng the Company S executwe compensanon program the Compensation Committee
focuses on reinforcing both the Company s'business objectives and its efforts to cteate shareholder
value. It is guided by a philosophy which holds that our executive compensation program must '

(i) provide for performance-based reward opportunities that support our business objectives; (ii) align
payouts with the attainment of those objectives; (iii) reward superior long-term performance by linking
a significant portlon of cach executive’s total pay opportunity to sustained shareholder returns;

(iv) attract, retain “and rnotlvatc key executwes by providing appropriate levels of fixed and variable
compensation, short-term ‘and long-term inceritives, and cash-based ‘and stock-based pay; (v) offer those
most accountable for our long-term performance the opportunity to acquire and hold a 51gn1f1cant
amount of Tyco equity; and (vi) recognize and support outstanding individual performance and
behaviors that support our core values—Integrity, Excellence, Teamwork and Accountability. -

Role of the Compensatlon Commlttee .

FE LI ' r L
. The Compensation Commlttee consists exclusively of tndcpendent directors, who are also * out51de~
directors” as defined in Section 162(m) of the Internal Revenue Code. . - - oo

Under the Company $ ‘governance stricture and the Compensatton Commrttee ] charter the '
Compensation Committee is responsible for: )

. revtcwmg and approvmg the Company s compensatlon benefits, Human - Resources pohc1es and
objectives; v P T . S e

* determining whether the Company’s o%ficers, directors and empldydes are compensated in
accordance with those .policies and objectives; and . ) T .

« fulfilling the Board’s responsibilities relating to compensation of the Company’s executives.-

In executing’its responsibilities, the Compensation Committee conducts six regularly=scheduled
meetings, plus additional meetings and conferences as appropriate. The Compensation Committee
relies on information ahd advice prowded by its independent consultant and on infofmation purchased
from other data providers. It also relies on the support of the Company’s Human Resources:
Department. The Compensation Committee benchmarks plan design and operation against the
executive compensation plans of a carefully chosen roster of companies that qualify (under the
Compensation Comm1ttee S criteria) as competitors for similar business and executive talent.
Additionally, the Compcnsauon Committee regularly reviews compensation- related taily sheets
prepared for certain Key executlves mcluding those who aré considered “Section 16” officers for
purposes of reportmg beneéficial “stock ownershtp under the Securities and Exchange ‘Act of 1934. (Each
of these’ executives is referred to as a “Senior Officer”: collectwely, they are referred to ‘as the “Senior
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Officers”). The Compensation Comrmittee submits the recommendations it develops to the full Board
for review and/or approval. -

I . . v
L

Since the beginning of fiscal 2008, the Compensation Committee has addressed a number of
additional items, mcludrng

* the eontmumg refmement of ‘the executrve compensat1on phllOSOphy to reflect the Company s
transformation followmg spm-off of 1ts electronlcs and healthcare businesses in flscal 2007 (the
“Separatlon”), .

A M 1 L) o A L

+ the reconfiguratlon ofithe peer group of compames against which the Companys'executtve .
. compensatron plan is.benchmarked; . , ! . . .

* the ongomg consrderatron of whether shareholders should play an advtsory role in executive
compensation via a “say on pay” process in which shareholders can cast an annual nonbinding
vote regarding a company’s compensation phllosophy and Jprograms;

fr o L

*+ the applrcatron to the fiscal 2009 annual and long- term incentive plans of the results of a study
mtended to determrne the most approprrate performance metncs for the Company 5 varrous
busmesses . o y .

. RIS B ! L Y T B
» the review of the des1gn of the fiscal 2009 equrty award program to better align Senior. Offlcer
S .compensatlon with shareholder returns; and =~ - L N TR ‘

* the negottatron of an amended employment agreement wrth Mr Breen that includes reducttons
and/or phase -downs of severance and change in- control benefits, among other modlﬁcattons
Tools Utit’ized by the Compensarion 'Com_n'u'ttee I
ety ST ) LR L.

Independent Compensation’ Consuttant ... ., .- ‘ T . o

Under its charter, the Compensation Committee has the sole authority to retain, compensate and.
terminate the independent compensation consultants and any other advisors nedessary to assist it in its

evaluation .of director, CEQ.or other senior executive-compensation. In fiscal 2007, ‘after a competitive

review, the Compensation Committee engaged ExeQuity LLP (“ExeQuity’’) as its’ independent + ..
consultant. ExeQuity continued to advise the Compensatron Commrttee m fiscal 2008 Among the
responsibilities of ExeQuity are the following: o

L ot Wt

* conducting an ongoing review and critique of Tyco’s director compensation programs;

* providing an ongoing review and critique of Tyco’s executive compensation philosophy, the
strategres assocrated w1th it, and the composmon of the peer group ¢ of companies;

* preparing perrodrc analyses of data including data qn compettttve executive compensanon

r [

* presenting updates on market trends;- - = AN ST o
- artending all regular and special meetings of the Compensation Committee; and . .. .-
* regularly conducting private meeting's.with the Board witholit managément Tepresentatives.
f I ' Tl R . ) LA .

Benchmarking - e s oy e

The Compensatlon Committee cvaluates many factors when de51gmng and establtshmg executive
compensation plans and targets. Tyco typ:cally does not posmon executive pay to reﬂect a single
percentile within .the peer group for each executwe Rather, in determmlng the compensatron level for
each executive, it looks at factors such as the executive’s location on our Career Band (see “Elements
of Compensatron below), the relative complexny of the exétiitive’s role ‘withii the orgamzatron the
executwe ] performance and potentral for future advancement the" compensatton pa1d by our peer .
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group and other companies identified by relevant .market survey -data, and internal pay eqmty
considerations. - - : . . e AR

The starting point for the Compensation Committee’s benchmarking analysis is the analysis of
comparable market data. For fiscal 2008 and beyond, the Compensation Committee determined that
the companies identified below ‘would constitute the Company’s peer group for benchmarking purposes.
The Compensation Committee then used market data for the peer group to determine that base
salaries for our named executive officers should be positioned around the market 50" percentile, and
that the sum of base salaries and performance-based pay should be positioned between the market
50t ‘and 75" percentile. While these benchmarks represent useful guidelines, the Compensation
Committee exercises discretion in setting individual executive pay so that it appropriately reflects the
“value and contributions of each'executive, as well as the executlve s leadership, commltment to our -
values, and potentlal for advancement. ' 5

The peér group lclentlfled by the Compensatron Comm:ttee consists of industrial compames ‘and
service-based companies (including compames outside of our industry) that reflect the competitive
landscape in which Tyco has been operating since the Separation. Peer group members are as.follows.

Peer Group Companies * .'"

«3M. . c + Honeywell International® ¢ Sprint Nextel

* Deere & éo.' + Tllinois Tool Works " .* United Technologies
* DirecTV' .. . + . * Ingersoll-Rand - . ©* Waste Management
. _I?Zmerson‘Eiectrie * L3 Communicat;ions - UPS

« FedEx * Masco | .. . -

‘e Genera] Dynamics - . Raytheon A T o . .

The' peer group was drawn’ from companies 1n the S&P 500 Index The Compensatron Committee
analyzed a range of factors for each member (i) rank within the S&P'500 Index, (ii) various financial
size and performance metrics, (iii) number of employees, and (lv) ‘business lines and the extent that
they overlap Tyco’s business lines, ‘and (v) other indicia of common managenal sklll sets.

The Compensation Committee considers summary statistical information regarding general industry
practices: (excepting those of financial service companies) as a second potential source of executive
compensation market data. The Compensation Committée believes that this information provides
important additional ‘data’ that the Committee should consider in its:decision-making process. The
Compénsation Committee anticipates that the peer group will change if the Company’s size or lines of
business change, or if the peer- companies show'changes in their businesses or operations. Any change
toithe compensatlon peer group is Sub_]eCt to the Compensation Commrttee s approval.

IR ! 1 B f ) o

Recommendations of Company Management

In general, the independent compensation consultant develops pay strategies and recommendations
for the Chief Executive Officer, which the consultant provides to the Compensation Committee. The
Committee and the consultant then review and discuss all matters involving the Chief Executive
Officer’s compensation. After this review, the Compensation Committee prepares its own
recommendation for the Board to review and discuss. The independent members of our Board have the
sole authority to approve compensation decisions made with respect to the Chief Executive Officer, and
the Board has established the scorecard against which the performance of the Chief Executive Officer
is measured. The basis of the scorecard is the financial plan, as approved by the Board. However, the
Compensation Committee reviews and approves the performance goals and objectives relevant to the
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Chief Executive Officer’s compensation, evaluates his performance in light of those goals and - .. . -
objectives, and, based upon this evaluation, recommends his compensation for approval by the . , | -
independent members of the Board.

With respect to the Company ] other Semor Officers and employees it is the Chlef Executive
Officer and.the Senior Vice President, Human Resources and Internal Communications, who develop
the pay strategies and recommendations, which the Compensation Committee then reviews and .
discusses. However, the authority to approve those strategies and recommendations resides with .
different parties according to the employee’srevel. For:Senior Officers, decisions must be approved by
the independent members.of the Board, subject to the Compensation Committee’s -authority regarding:~
performance measures. For employees below the level of Senior Officer, the Board has-grantedithe -

Chief Executive Officer and his designees the authority to approve pay actions. However, the . P

Compensation Committee is responsible for approving actions related to other aspects of these |

employee’s compensanon such as the size of bonus pools, annual incentive plan performance goals,

equity award desrgn equity value ranges and 'share pools :
l . . -

Tally Sheets and Coimposite Pay Mix Anab?sis

The Compensation Committee assesses all components of pay when evaluating pay decisions for
the Company’s Senior Officers, including the named executive officers. The Committee bases its
assessment on tally sheets prepared by Company, management for each officer. Tally sheets identify the
value of cach pay etement, including base salary, annual bonus, sign-on or other cash payments,
long-term incentives, and benefit and perquisite payments. The tally sheets help the Committeé’
understand the effect that changing any pay element will have on the total pay provided to each
executive, and the effect that changing core elements (base salary, target bonus and share-based
compensauon) will have on our competmve positioning. Tally sheets also reveal how well each pay
element is aligned with our philosophy and objectives. PELENT

The pie chart below summarizes, for the named executive officers as a group, the distribution of
total pay by pay element for fiscal 2008. This composrte view is based on tally sheet mformatron that
the Committee reviews for cach individual officer ‘during the year. The information summarized
consists of each executive’s base salary and target bonus opportumty during the fiscal year; the valué of
any retention payments pald durmg the fiscal year; the grant date’ fair. value of stock optlons and -
restricted units; the grant date target value of long-term performance awards granted on July 2, 2007
(in connection with the accelerated fiscal 2008 annual equity award) and August 18,-2008 (in .
connection with special awards granted to Messrs. Gursahaney and Oliver); the value of Mr. Breen’s
change in pension benefits from September. 2006 to September 2007, and the value of all other :
compensation provided to the-executive at-the end of the preceding fiscal year.. In the case of all other
compensation, the previous year’s value is used because-the final value is not determined until after the-
end of the fiscal year during which the compensation is paid. As.for, the July 2007 grant, the Company -+
did not grant its 2008 annual equity award in fiscal 2008. Rather, the grant was accelerated to.coincide
with the Separation, which occurred in the third quarter of fiscal 2007 As a result, the value of these

- 4
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equity awards was included in the Summary Compensation table for fiscal 2007 that appeared in the -
Company’s proxy statement for the 2008 Annual General Meeting.

- Fiscal 2008 Composite Pay Mix for Named Executive Officers

4

FYO7All Other
Compensation
4%

FY07Change in
Pension Value
%

FY08 Base Salary
9%

FYO08 Target Bonus
%%

FY08 Cash Ratention
. 1% 7"
v f I +
o
.
14
. FY08 Share-basod R .
! "' Compensation — Lot .
74% Thov e o . R

With'input from ‘its independent consultant, the Compensation Committee structured fiscal 2008
pay to support our objectives of linking a significant portion of €xecutive pay with investor returns and
attracting.and retaining executive talent. To accomplishithese goals, the Commitiee.allocated the pay of
the. named executive officers across the following categories of compensation: fixed pay and “at risk” -
variablé pay, cash compensation and share-based compensation, and short-term and long-term
compensation. The percentage allocation of each type of pay for fiscal 2008 appears in the following
tablei-  + v ' ' -

T A . . . ) .

' e
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Aggregate Percentage Allocation 0f Pay for Named Executive Officers for Fiscal 2008 .

Type of Pay Pay E!ements % of Total Pay % of Type of Pay
FixedPay ........... e .. FY08 Base Salary e 9% 43%
FY08 Cash Retention . 1%
FY08 Restricted Units 26%
FY07 Change in Pension Value 3%
FY07 All Other Compensation. 4%
“At risk” Variable Pay............. FYO08 Target Bonus 0% 57%
. FYO08 Performance Share Units 23%
“FYO08 Stock Options 25%
\ ' 100%
Cash Compensation . ............. " FY08 Base Salary 9% 26%
Short-term Compensation FYO8 Target Bonus 9%
' FYO8 Cash Retention 1%
. FY07 Change in Penston Value 3%
, FY07 All Other Compensation, 4%
Share-based Compensation . . ....... FYO08 Stock Options 25% 4%
Long-term Compensation FY08 Performance Share Units 23%
FYO08 Restricted Stock Units 20%
100%

Based on its most recent assessment of competitive pay and its tally sheet review, the
Compensation Committee determined that existing base salaries and resulting target bonus
opportunities remained appropriate for Messrs. Breen, Coughlin and Gursahaney, and that increases in
the base salaries and resulting target bonus opportunities were appropriate for Messrs. Evard and
Oliver (to $460,000 and $600,000, respectively).

Further, the Compensation-Committee determined that a special award .was appropriate for.”7
Mr.. Gursahaney, the leader of our ADT business segment, and Mr: Oliver, the leader of our-Safety -
Products and Electrical and Metals business segments. Consequently, the Committee granted each of
them an award of equity with a grant date value of §1. million. The grants were awarded to recogmze X
the contributions and leadership of each executive since joining Tyco, the critical importance of the,

businesses' they lead to Tyco’sioverall success, the potential of cach executive to be successful'in new -

leadership roles within Tyco, and the Company’s perception of their marketability. The grants consisted
of time-based stock options (50%) and RSUs (50%). The structure of the awards—including grant date
present value, mix of stock options and restricted units, and vesting requirements—was designed to
reflect the value and mix of all vested and unvested equity held by each executive. At the same time,
the grants provided retentive benefits to the Company, since the value of the awards would only be
realized by Messrs. Gursahaney and Oliver over time. The Board approved these grants in August
2008.

Executive Compensation Philosophy

The Compensation Committee believes that the Company’s executive compensation plans reflect
the philosophy set forth in the “Introduction” to this Compensation Discussion and Analysis. The
Committee has continued to refine the components of the executive compensation plans to recognize
both the short-term and long-term goals of the Company, and the changed environment in which the
Company now operates. For example, following the fiscal 2007 Separation, the Committee modified the
executive compensation program to better reflect Tyco’s transformation into a smaller enterprise with a
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different business composition, a sharper focus and a different group of companies counted as peers for
benchmarking purposes.

Similarly, during fiscal 2008, the Compensation Committee commissioned a study to analyze the
specific and measurable metrics which best support value creation. Based on the study results, it
aligned a portion of “at risk” compensation more directly with these metrics, The Committee also
examined how to' further align long-term incentive compensation with shareholder returns. As a result,
the performance-metrics used in the Company’s annual incentive programs have evolved since’ the
Separation, as reflected in the fiscal 2008 performance measures described below under “Annual
Incentive Compensation.” Although the concept of “pay for performance” remains the cornerstone of
the Compensation Committee’s philosophy, the Committee recognizes that “performance” is not a
static concept. Therefore in fiscal 2008, the Committee updated the definition of “performance” from
the one used in 2007 to better meet the needs of the post-Separation Tyco and its shareholders.

Our ability to successfully ‘implement our compensation philosophy depends on the governance
structure that supports it. Accordingly, we have established disciplined procedures for overseeing the
setting of performance measures and goals, long-term incentive compensation, base salaries and annual
incentive awards. We have also established strict procedures for overseeing the ultimate payout of
awards. For examp}e our independent Board members have the sole authority to approve payments
made to our Chief Executive Officer and all of our other named executive officers.

Elements of 'Cqmpen_satién"

We use a Career Band structure to (i) increase control over compensation and benefit programs
and costs, (ii) align our programs with market practices, and (iii) provide internal pay equity across all
of our businesses. The Career Band structure incorporates four primary elements of compensation:

* base salary, . R o ,

* annual:incentive compensation paid in the form of cash bonuses; . '

. long-t_e}m incentive compensation, which includes stock options, time-vested stock units and
performance-based stock units; and

* benefit [jr'og'rams that ‘are specifically designed for the Company’s executive m'anagerﬁent.

The Career Band structure establishes minimum, midpoint and maximum base salary levels for
eight career categories. It also establishes eligibility levels and target levels for annual incentive
compensation, eligibility for long-term incentive compensation, and eligibility for participation in the'
benefit and perquisite programs. The key features of the four pnmary elements of compensation are
described below.

In determining compensation packages for our named executive officers, the Compensation
Committee seeks to strike an appropriate balance between fixed and variable compensation and
between annual and long-term compensation. We believe that making a significant portion of our
named executive officers’ compensation both variable and long-term supports our executive
compensation philosophy, as these forms of compensation primarily depend on performance. At the
same time, we emphasize stock-based compensation to altow those most accountable for our long-term
success to acquire and hold Company stock.

Base Salary

Base salary recognizes the value of an individual to Tyco based on his/her role, skill, performance,
contributions, leadership and potential. It is critical in attracting and retaining executive talent in the
markets in which we compete for talent. Base salaries for our Senior Officers are managed by
reference to Career Bands, and are reviewed annually by both the Compensation Committee and the
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Board. As discussed above, during its annual review.of base salaries in fiscal 2008, . the Board approved
base salary increases for Messrs. Evard and Oliver.

Annual Incentive Compemanon

The annual incentive compensationy or performdnce bonua for our executives is generally paid in.’
the form of the Annual Performance Bonus, which is an element of the Company’s 2004 Stockand
Incentive Plan (the “2004 SIP”). However, in special circumstances, discretionary bonuses may be paid
outside the scope of the 2004 SIP. Annual incentive compensatlon generally takes the form' of cash ‘

bonuses for all of our Senior Officers. O . . P )

Annual incentive compcnsatlon rewards the individual for histher executlon of the operatmg plan
and other strateglc initiatives, as well as for financial performance which benefits the, Company’s” v
business and’drives long-term shareholder value creation. It places a meaningful proportion of total
cash compensation at risk, thereby ‘aligning the pay of the executive with the Company’s findncial
performance. [t alse offers an opportunity for meaningful - pay differentiation tied to the petfermance of
individuals and groups . . C RO T

Performdnce measures and targets for' the Company (and for each group, division and busmess
unit) were primarily set in the first quarter of fiscal 2008. For corporate-level employees (mcludmg
Messrs. Breen, Coughlin, and Evard) the performance measure$ consisted of earnings per ‘share and
adjusted free cash flow for the entire Company. For Mr. Gursahaney, the measures consisted of ADT
Worldwide operating income and adjusted free cash flow, and earnings per share and adjusted free '
cash flow for the entire company. For Mr. Oliver, the measures consisted of Tyco. Safety Products
operating income, working capital days and organic revenue growth; Tyco Electrical and Metal Products
operating income and working capital days; and carnings per share and adjusted free cash flow for the*
entire company. An additional measure that was applicable to all named executive officers was a,
minimum performance threshold equal to 35% of targeted adjusted net income. The Commiittee and
the Board believe that these arc the.measures that result in the best alignment of managenient
objectives and performdn(:e wlth shareholder mtercsts over time, and for this reason have estabhshed
these measures. ' -

Threshold, target and maximum incentive compensation vary by Career Band. Target mcentwe
opportunities ranged from 75% to 100% of base salary for our named executive officers for fiscal 2(](]8
Potential payouts range from 0% to 200% of the target incentive opportunity; with discretionary -,
adjustments of plus or minus 25% possrble for any individual award, based upon quahtauve PR
performance measures: . T i (ORI

The table below summarizes the performdnce measures and weights used for both corporate and
non- corporate employees. e
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Tyco Fiscal Year 2008 Annual Incentive Compensation Design Summary

. . Performance . Actual
Performance Measure" ' Weights * Target Performance
Messrs. Breen, Coughlin, and Evard : ,
« Earnings per Share before special items (“EPS”) - = - 50% $2.56 per share $3.06 per share
* Adjusted Free Cash Flow (“Adjusted FCF”) before 50% $1.19 billion $1.30 billion
“special items o
Mr Gursahaney ) ' .
. Corporate split equally between Earnings Per Share and 20% See above See above
. Adjusted ECF .
*  ADT Worldwide Operating Income before special ttems 40% $L.18 billion $1.11 bitlion
* ADT Worldw:de Adjusted FCF before special items 40% $1.14 billion $1.16 billien
M. Oliver |
Corporate split equally between Earnmgs Per Share-and 20% See above See above
Adjusted FCF . .
Tyco Safety Products Operating Income before special 20% $339 million $358 million
items ) _
Tyco Safety Products Workmg Capltal Days . - 20% . 72 days 72 days -
Tyco Safety Products Orgamc Revenue Growth 20 + S57% - 8.3%
Tyco Electrical and Metal Products Operating lncome 10% $207 million © $385 million
before special jtems ' '
. i
Tyco Electrlcal and Metal Products Working Capltal 10% 92 days 89 days
Days

(1)

For compensation purposes, EPS, Adjusted FCF, net income and operating income are adjusted to
exclude the effects of events that the Compensation Committee deems do not reflect the
petformiance-of the named executive officers. The categories of special items are identified at the
time the performance measure is approved at the beginning of the fiscal year. They include
charges'and gains related to divestitures, and other income charges or cash outlays that may mask
the underlying operating results and/or business trends of the Company or business segment, as
applicable. To arrive at Adjusted FCEF, operating cash flow is first adjusted by deducting the effects
of the sale of accounts receivable programs, cash paid for purchase accounting and holdback |
liabilities, and voluntary pension contributions from operating cash flow, and then adding back
specnfled cash items that impacted operating cash flows, such as Separation-related items and_
restructuring costs. For fiscal 2008, the approved categories of adjustments at the corporate level
included elimination of the effects ‘of (i) business disposals, (i} charges for the early
extinguishment of debt, (111) charges and income related to former management or shareholder
litigation, (iv) certain income tax adjustments, (v) goodwill or other intangible asset impairments,
(vi) new accounting pronouncements and the cumulative effect of changes in accounting policy,

* (vii} restructuring and asset impairment charges and (viii) Separation-related expenses. Similar

adjustments were authorized at the operating unit level for the performance measures governing
Mr. Gursahaney’s and Mr. Oliver’s bonuses. Organic revenue growth is calcuiated by excluding the
impact of acquisitions, divestitures and foreign currency translation. Working capital days are
generally- ca]culated by dmdmg annualized averagc workmg Cdplta] by revenue of the applicable
unit. . e
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The table below shows the maximum and target bonus payments set by the annual incentive plan
for fiscal 2008, and the actual bonus payments that each of our named executive officers received.
These amounts are reported in the “Non-Equity Incentive Plan Compensation™ column of the
“Summary Compensation™ table.

Fiscal Year 2008 Performance Bonus Summary

Named Executive Officer (Current) Maximum" Target Actual

Edward Breen . . ... ..o i it ittt it it $4,062,500 $1,625,000 $3,250,000
Christopher Coughlin . ... ... ... ... .. . . . .. $2,000,000 § 800,000 $1,600,000
George Oliver . .. ... ... .. . i e $1,500,000 $ 600,000 $1,146,000
John Evard . . . .. .. e e $ 862,500 § 345000 $ 690,000
Naren Gursahaney. . . . .. e e e $1,400,000 $ 560,000 $ 638,000

() In November 2007 the Board approved maximum bonus payouts of 0.50% of net income before
special items for Mr. Breen, subject to a cap of $5.0 million imposed by the 2004 SIP, and 0. 25%
for the other Senior Officers, subject to a cap of $2.5 million. At the same time, for purposes of
the annual incentive plan, the Compensation Committee established a maximum payout of 200%
of target, plus or minus 25% based on individual qualitative performance measures.

The Board approved performance bonus payouts for each of our named executive officers in
November 2008. The Board approved the bonuses based on (i) the achievement of the quantitative
performance measures shown in the “Annual Incentive Compensation Design Summary” above and
(ii) the achievement of certain qualitative performance measures, which for Mr. Breen consisted of
measures related to growth, operational excellence, management of cur business portfoho and talent
development. These qualitative goals were set forth in the Chief Executive Officer performance
scorecards which the Board regularly reviews. Similar qualitative goals were set forth for each of the
other named executive officers.

Long-Term Incentive Awards

The Company grants long-term eqmty incentive awards (“LTI compensatlon "} to Senior Officers as
part of its overall executive compensation strategy. For a description of the material terms of stock
options, RSUs and performance shares granted under the 2004 SIF, see the narrative following the
“Grants of Plan-Based Awards” table. - . '

The Compen%atlon Committee believes that LTI compensation serves the Company’s executive
compensation philosophy in several ways. It helps attract, retain'and motivate talent. It allgns the
interests of the named executive officers with those of shareholders by linking a significant portion’ of
the offitér’s total pay opportunity to share price. It provides long-term accountablllty for named
executive officers. And it offers the incentive of performance-based opportunities for capital
accumulatlon in licu of a pension plan for most of the' Company’s exécutive management.

Fiscal 2008 Equity Awards

The annual equity awards that our named executive officers would have received during fiscal 2008
were actually granted in the third guarter of fiscal 2007, immediately after the Separation. This was
done to align our named executive officers and other key employees with the long-term performance of
post-Separation Tyco. (The: accelerated equity awards were reported in the “Grants of Plan Based
Awards” table included in our proxy statement for the 2008 Annual General Meeting). The
Compensation Committee structured the fiscal 2008 awards so that %5 would be in stock options, ¥ in
RSUs, and % in performance shares. The purpose of this structure was to reward the named executive
officers for their contributions to any appreciation in the value of new Tyco’s common shares over time;
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to incentivize them to outperform the companies in the S&P Industrials Index between July 2, 2007
and June 30, 2010, and to help Tyco retain its key talent.

The only other LTI compensation granted to named executive offlcers in fiscal 2008 were grants
made to Messrs. Gursahaney and Oliver. These awards are discussed above under “Tally Shects and-
Composite Pay Mix Analysis.”. T ' R

Ftscal 2009 Annual Eqmty Award - - . : o ' pae

Durmg fiscal 2008, ‘the Compensaflon Committee decided to moshfy thé structure of the LTI
compensation program for fiscal 2009 to better align it with the returns our investors realize from thelr
Tyco common shares. As a result, time-based RSUs were eliminated from the annual equity program
for Senior Officers. Instead, our named executive officers and other key leaders received one-half of
the grant-date value in stock-options that.vest ratably over four years, and one-half of the value in
performance shares. The uitimate value of the performance shares will depend on Tyco's total ..
shareholder return compared to the total shareholder returns of companies in the S&P Industrials
Index over a three-year period. This change better-aligns the largest component of our executive
compensation with investor returns and reinforces our commitment to pay for long-term performance.
Executive Benefit Plans and Other Elements of Compensation C o

All of ourrnamed executive officers are eligible.to participate in the benefit plans that arc available
to substantially all of our other.t).S.-employees. These benefit programs include Tyco’s tax-qualified
401(k) Retirement Savings and Investment Plans (“RSIPs”) and its medical insurance, dental insurance,
life insurance, long-term disability and long-term care plans. The retirement programs at Tyco do not
include active defined benefit plans for our named executive officers or for other U.S: executives,
except that Mr. Breen is entitled to pension. benefits under his employment agreement, Besides the
plans that are available to substantially all of its U.S. employees, Tyco offers additional limited .. .
perquisites and other benefits to its named executive officers. These perquisites and benefits are
competitive with those provided to similarly situated executives and consistent with our overall
compensation philosophy. They are designed 1o ensure that we can effectlvcly retain our named |
executive officers and compete for new talent whlle constrammg costs and admlmstratwe burdem
These addlthl’ld] beneflts prlmdnly COl‘lSlSt of:

PR N e ; A K

* Tyco's Supplememai Savings and Retlrement Plan (the “SSRP”) “ -
* supplemental insurance “benefits (executive life, disability and long-term care);
* a cash perquisite allowance program; and

. * use of-the corporate-aircraft. ' B oo
-Jl . ' 7',.' - N v vy ’ o PN

"» Tyco Supplemental Savings and Retirement Plan T .-

This plan permits the deférral of base salafy and performdnce -based-bonus. All cxecuuvcs carnmg
more than $105,000 per year are ellgxble to partu:lpate in the SSRP. The SSRP prowdes our exccutwes
with'the opportunity to v . -

1 . ' ot 4

s« contribute retlrement savmgs in addltlon to amounts permitted under the RS[PS

+ defer compensation on ‘a tax-deferred basis and receive tax-deferred garnings growth; and

* receive any Company contributions that were reduced under the RSIPs due to IRS
compensation limits. S N T

-7 - . v t
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Other Supplemental Insurance Benefits - - NI LI ' A
¥ LR

These programs provide life insurance, long-term disability insurance and long-term care insurance
to certain Senior Officers. Qur executive life insurance program.typically provides a death benefit equal
to approximately two times base salary, and allows the Senior Officer to elect to pay.additional '
premiums into the plan. Our executive disability insurance program ensures salary continuation above
the $15,000 monthly benefit provided by our broad-based disability plan. The executive long-term care
insurance program covers certain Senior Officers and their spouscs in the event of chronic illness or
disability. Under the program, Tyco pays the long -term care premlum for 10 years, after which the .
insurance is fully paid. If the executive leaves prlor to the end of the 10—year payment perlod he or she
has the option to contmue makmg the premlum payments to mamtam the coverage.

ot

In connection with the life insurance dnd long-term disability insurance programs, Tyco also. .
provides tax gross-ups for the Senior Officers on the imputed income -attributable to.these plans. In
addition, our Senior Officers can elect to continue to receive supplemental insurancebenefits at their -
expense when they leave the Company. In limited instances, Tyco is responsible for paying the
Company’s cost of the supplemental insurances for Mr. Breen in connection with hlS termination, as sef
forth in his'employment agreement. .- SR o .o C p

Cash Perquisite Allowance Plan o ey -

Our cash perquisite allowance plan, implemented in 2003, replaced our prior executive perqiiisite
programs, Those programs had provided a number of benefits to our exeeutives (including company - .’
cars, club dues and tax preparation services) that were costly and -administratively burdensome. The '
current plan provides our Senior Officers with a cash payment equal to 10% of their annual base
salary, up to a maximum annual benefit of $70,000. Senior. Officers receive-their cash-perquisite .
allowance in four quarterly instaliments. We do not restrict:the types of expenses to which the
allowance can be applied There are no gross-ups paid with respect to this-benefit!-:».

. A ‘ ! v LA A e 10 i

3

Use of Corporate A}rcraft : o ’ . ‘ S T E

Mr. Breen and the other Senior Officers are permltted to use corporate aircraft or chartered
aircraft for business travel. Mr. Breen is the only executive currently pre- approved to use Company
aircraft for non-business purposes, although other named executive officers may do s, by exceptlon if
expressly approved by the Board or'Mr. Breen. - -~ I EDE R

Tax Deductibility of Executive Compensation

Section 162(m) of the Internal Revenue Code imposes a limit of $1.0 million on the amount of
compensation that can be deducted by Tyco with respect to each named executive officeri(other than
Mr. Coughlin, our chief financial officer). This limitation does not apply to compensation that qualifies
as “performance-based” under federal tax law. It is our policy to structure compensation arrangements
with our executive officers to qualify as performance -based so that compensatlon payments are
deductible under U.S. federal tax law, unless the beneflt of such deductlblllty is outweighed by the need
for ﬂex1b111ty or the attainment of other corporate ob]ectlves Non-deductible forms of compensatlon '
include payments in connection with the recruitment and retention of key employees 'base salary in
excess of $1.0 million, discretionary bonus payments and grants. of time-based RSUs. In addition, stock
options granted to Mr. Breen when he was hired in July 2002 may not qualify for deduction under
Section 162(m)

Change-in-Control and Severance Benefits | T

We believe that our severance arrangements are competitive with those provided to executive
officers at other large publicly traded U.S. companies. Mr. Breen’s employment agreement provides for
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benefits if he is terminated in connection with a change in control or under other specified
circumstances. Mr. Breen's employment agreement was amended on December 19, 2008, and the ..
information-in the table below reflects the terms of the amended agreement The changes made were
primarily to reduce or phase down certain benefits, including cash paymen{s that Mr. Breen is entitled
to receive upon his termination, both under normal circumstances and in connection with a change in
control of the Company. ' .

. Lo

For out other named executive officers, the Tyco International Severance Plan for U.S. Officers
and Executives (the “Severance Plan”) and the Tyco Inteinational Change-in-Control Severance Plan
for Certain U.S. Officers and Executives (the “CIC Severance Plani”’) generally govern the benefits that
accrue upon termination. As described below, a “double trigger” i$ required under the CIC Severance
Plan before beneﬁts become available to the executives covered by ihat plan. Effective January 1, 2009,
these plans were amended to comply with certain provisions of the Internal Revenue Code. In addition,
certain changes were made to reduce the period durmg Wthh Tyco must provide employer-sponsored
health and dental benefits.

The key terms and prowsmns of the severance plans that are currently in effect are summarized in
the following table. Refer to the “Potential Payments Upon Termination and Change in Control” table
for the estimated dollar value of the benefits avallable under the severance plans in effect as of our
fiscal year end. '

Severance Arrangeinents Without a Change in Control '
l. - -

Description ‘ Chief Executive Officer P Other Named Executive Officers

Governing document: Employment agreement, -+ “The Severance Plan,

e ~+ For equity awards, the Severance
T : Plan and individual award

v agreements.

Termination events ‘ * Involuntary termination without  Involuntary termination other than
triggering severance cash Cause, Other than for death or ' Cause, permanent disability or
benefits and benefits * disability. B death.
continuation: - * Termination by Mr. Breen for
v ' '+ Good Reason: . '
Severance cash benefit: ) .Two times base salary and twd Two times base salary and two

, times higher of target annual ... times target annual bonus.

bonus or most recent annual |
bonus payment. The multiplier on.
the cash benefit is reduced from
. wo times to 1.5 times at age | 62
. and further reduced to 1.0 times
at age 63 or older.

w?

Executive must sign release  Yes. Yes.
to receive severance
bénefits:
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Description -

1 . Chief Executive Officer »-

Other Named Executive'Officers :1:

Health aiid welfare benefits: '

continuation:

Pension benefits consisting
of accrued amounts in
supplemental retirément .
plans:

Prorated bonus.in year of
termination;

Equity treatment:

Outplacement assistance:
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Company’s health and welfare

Continued participation in the
plans over the same time period’
for which severance is payable, ' "
subject to an 18 month limit on

, continuation of medical benefits. ..
.. If Mr. Breen'’s severance period is
- greater than 18 months, an

equivalent cash payment is made.
for the monthly- COBRA premium

cost of the coverage multiplied by. .

the .number of months by which
the severance period exceeds
18 months, with a tax gross-up on

'such amounts. ~ i -

+ ' Ny LI

Y [ T |
Voluntary termination by
Mr. Breen without Good Reason
or termination by the Company
with Cause prior 1o age 60—
vested pension benefits are subject

to a reduction. - i

1-

4

Yes, subject to applicable
performance conditions.

All awards vest in full upon an:

.. involuntary termination w1th0ut

. Cause, a termination for Good

Reason or death or disability:

* Options remain exercisable for
the remainder of their term.
Upon deathi or disability,” -
" options remain exercisable until
the earlier of the original ’
expiration 'date of the option of.
the third anmversary of
termination.  © " '

R
oy *

No.

-period. In addition, if the .
. executive’s severance period is

"Tivelve 'months from date of-

termination for medical and 'dental
and health care rclmbursement

“*account benefits only, 'if the

exccutive does not commence
employment with another .-
company during the severance |

"

greater than 12 months, the
executive will be entitled to a cash

.. payment equal to the projected ..

value of the employer portion of -
medical and dental benefit
premlums over the EXCESS
severancc penod

N/A o 4

I

- ) " Lo 4 .

At the Company’s discretion and

per the terms of the applicable
incentive plan.

+Substantially all of the jndividual
,award agreements are consistent
-with the terms and conditions of. ;
. the Severance Plan, which . .,
,..provides that, upon an involuntary

termination without Cause: .
* OQuistanding stock options =~ /'
continue to vest for 12 months.

* The executive has 12 months

- {(or 36 months in the case of
retirement eligible employees)
"to exercise vested stock options,
subject to the original term.

* 'All unvested restricted stock
and RSUs are forfeited. . -

Each individual award specifies |

treatment of equity upon death, or;

disability.

At Company’s discretion for up to
12 months.




Description . ; ,, L + Chief Executive Officer 1 s ., Other Named Executive Officers

Restrictive covenants:.- ~ -+ * Prohibited from soliciting - : -~ "¢ Prohibited from soliciting
. .., . customers and employees of | customers and employees of
Tyeo for one year from the date - Tyco for two.years. from the
of termination. ' date of termination.
' ¢4 * e e Prohibited from competing with: ¢ *.'“Prohlblted from competing with
v Tyeo for. one year from the date  * Tyco for-one year.from the date
it . ~of termination (two.years with, . of termination., ._ |
o ' " respect to a competing. busmess . Sub]ect to. conf1dentlahty and
that generates more than 30% ’ non-dlsparagement covenants
v . "of its gross revenues fromh the -+ o .
*-security business). o S : -
AL PR ~'  «'Subject to confidentiality and . "u1’ - ‘

non- Hispafag'ement'covenants v . cote R
Mr. Breens employment agreement generally defmes Cause as . f . L r';

* Indictment for a felony other than one stemming from Hability that is based on-acts of the - .-
Company for which Mr. Breen is responsible solely as a result of his office(s) with the Company.
This exception applies provided that (i) he was not. directly involved in such acts and either had
no prior knowledge of such intended actions or, upon obtaining such knowledge, promptly acted
. --. reasonably and in good faith to attempt to prevent the acts causing such liability or (ii) after
consulting with the. Company’s counsel, he reasonably believed that no law was being violated by
s such acts, or,

* Termination -evidenced by a resolution adopted in good faith by at least two-thirds of the
members of the Board. Such resolution must conclude that Mr. Breen intentionally and .
contmually failed Substantially to perform his reasonably assigned duties with the Company
(other, than a failure resultmg from his mcapac1ty due to, physical or mental 1llness or from the .
assignment to Mr. Breen of duties that would eonstltute “Good Reason B which fallure has *
continued for a penod of at least 30 days after a written notice ‘of démand for substautlal
performance signed by a duly authorlzed member of the Board, has been delivered to
Mr. Breen specifying the manner in Wthh Mr. Breen has failed substantially to perform; or
intentionally engaged in conduct whlch is demonstrably and materially injurious to the Company;
provided, however, Mr. Breen has been’ given a detalled notice of the termination under this
paragraph and he has been given the opportunlty to Jbe heard in person by the Board.

Mr. Breen’s employment agreement generally defines. *Good Reason” as any of the following
EVEDtS

- e, : e T B e g y1, 0% e

e Assignment to Mr. Breen of any dutles inconsistent in any’material respect with his position
(including titles and reporting relationships); authority;:duties or responsibilities as contemplated
- by the émployment agreement, or any other action by the Company which results in a significant

dlmmutzon in such position, authority, dutles or responsnbllmes

. Any failure by the Company to comply Wlth any of the materlal provisions regarding Mr. Breen’s
base salary, bonus, annual equity incentive, benefits and perquisites, retirement benefit,
relocation, and other benefits and amounts payable to Mr. Breen under the agreement;

. s + : "1

.
N
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"¢ Mr. Breen being required to relocate to a new principal place of employment mote: than 60
miles from his established principal place ,of employment with the Company;.- -, = ., !

b The dehvery by the Company of a not1Ce of ‘non- renewal of hlS employment at the end of his
‘cutrent employment perlod ' "

-
1 4w

1 * The fallure by the Company to elect or.to- re-elect Mr Breen-as a Director and as Chairman of
< .the Board, or the-removal of Mr. Breen from either such position; or

* Any termmatlon by Mr.! Breen durmg the 30- day period 1mmed1ately following the first

o annwersary of’ the date of any change in control
T W o

For the other named execut;ve OfflCCI‘S the Severance Plan generally defines “Cause” as an
executive’s (i) substantial failure or refusal to perform duties and, responsibilities of his or her job as
required by the Company, (ii) violation of any fiduciary duty owed to* the Company, (iii) conviction of a
felony or misdemeanor, (iv) dishonesty, (v) theft, (vi) violation of Company rules or policy, or
(vii) other egregious conduct, that has or could have a serious and detrimental impact on the Company
and its employees. The admmlstrator of the Severance Plan, in lts sole and absolute discretion, °
determines whether Cause exists. . Lo - 7 v e o

)

e R . co vty : . ol e . o [ N

bate® f.. " C Severance Arrangements Upon a Change in, Control R
A L I S . N . : . N e
Descrlptmn o : . Chief Executlve Oﬂ"icer .. . ‘Named Execuuve Olﬁcers -
Govemxng document: + ., . Employment agreement... .. . .-CIC Severance Plan. e
For equity awards, individual
Wt Y award agreements1
Termmatlon events trlggenng v ',.' Involuntary tenlnnanon _"' . Involuntary termmatron
severance -cash beneﬁts and ‘- without Cause. ? ' other thari for Cause

benefits contmuat]on (requnres are ‘- Termmatlon by Mr Breen for ' permanent dlsabﬂlty or

change-i in® co_ntrol and Itermmanon Good Reason g _' -+ death. T e
for beneﬁt) AL ' A change-in-conirol is’ . Good Reason Resignation.

P

o e S, "+ treated as a termindtion for SR )
. g Good Reasoh at Mr. Bréen’s .
PoeTerd Do R glection within the'30-'da}’; ' v BN o
o et ‘o period following the first c o
e DT e annlversary of the "~ ' B !
ety .1+ change-in‘control, . - - N
Severance cash benefit: Three times base salary and Two times base salary and two
€ BT .1 - three times higher, of target- . . times annual target bonus.for
‘- uevn . Ui e . annual bonus or most recent .. Mr. Gursahaney.and -,
S T . annual bonus payment. The - Mr. Oliver; an‘d-2.99,times base
multiplier is reduced to two . - . salary and 2.99 times annual
gt . ‘ . times at age 62, 1.5 t1mes at  target bonus for the other
e T n“ L © " age63and 1. 0 tlmes at age 64 named executlve officefs.
or older |
T co N o BRI & P Ce ottt
Executive must sign release to Yes. : Yes.

receive severance benefits:
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Description - -, % A

Chief Executive Officer -

Named Executive Officers . Y

Health and welfare benefits

continuation:; . wu .+

Pension benefits: -+ .

r . e
- .

' r f

Prorated bonus in year of '
termination: . . v

Equity treatment:
X LT

-

Excise tax gross-up payment:

IRC Section 280G Cap on
Benefits: . - .~ .« .

" CTeon
Outplacement assistance:
. . f' -7 N

Continued participation in the
Company’s health and welfare
plans over the same time
period for which.severance is
payable, subject to.an 18.month
limit on continuation of .
medical benefits. If Mr., Breen’s
severance period is greater than
18 months, an equivalent cash

‘payment is made. for the

monthly COBRA premium‘ cost
of the coverage multiplied by

* the number of months by which

the severance period exceeds
18 months, with a tax gross-up
on such amounts.

‘J

Fuily vested. Immediately ‘.
payable upon a N
_ change-in- contro} No reducnon
for early commencement

Yes. - . o o

M 1

" All awards vest in full,
» Options refain exercisable '

* for the remainder of their’
-term. -

Twelve months from- date -of
termination for medical and
dental and health care
reimbursement account benefits
only, if the executive does not
commence employment with
another company during the
severance period. In addition, if
the executive’s severance period
is greater than 12 months, the
exccutive will be entitled to a
cash payment equal to the
projected value of the employer
portion of medical and dental
benefit premiums over the
excess severance period.

NIA L N a o

Substanually all of the’
"individhial equity awards for our
named exécutive officers '
-provide that; upon a change in
control: -« . C oy

- ¢ All options, restncted stock

+ and RSUs vest in full.:

Ce Al performance-based

" shares vest at target.

‘o Opuons remam exercnsable
"until theearlier of (i) the
expiration of the' remainder

, of their term and (ii) up-to
three years following the
executive’s termination date,

“No. .. T

Yes—if the cap redults in
greater after tax payments to
executive, otherwise benefits
are not capped.

At Company’s dlscretlon for up
to 12 months.-
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Description el Chief Executive Officer - T Named Executive Officers

Restrictive covenants: - - *. Prohibited from soliciting + Prohibited from soliciting
e e : .-customers and employees of customers and employees of -
' Tyco for one year from the Tyco for two years from the

T S T <date of termination. date of termination.

. v +. *. . e Prohibited from’'competing ¢ Prohibited from competing

S P . with Tyco for one year from with Tyco for one year from

NI . *: .the date of termination (two the date of termination.
L ey . .~ years.with respect to ¢ * Subject to confidentiality and
: Lo - competing business that non-disparagement
, generates more than 30%: of covenants.
Cate e . its gross revenues from the
SR L security. business).

Co p o .+ ¢ Subject to confidentiality and
- o . x rnon-disparagement
R ’ + covenants.’ o k

Under Mr. Breen’s employment agreement, a change in control is treated as a termination for
“Good Reason” if Mr. Breen clicoses to terminatehis employmient within the 30-day period
commencing on the first anniversary of the change in control:

For the other named executive officérs, thé CIC Severance Plan generally defines “Cause” as
(i) substantial failure or refusal to perform duties and responsibilities of his or her job as required by
the Company, (ii) a material violation of any fiduciary duty owed:to the Company, (iii) conviction of,
or entry of a plea of nolo contendere with respect to, a felony or misdemeanor, (iv) dishonesty, :
(v) theft, or (vi) other egregious conduct, that is likely to have a materially detrimental impact on the .
Company and its employees. Whether an executive’s termination is due to “Cause” under the CIC
Severance Plan is diet'én'nined by the administrator of the CIC Severance Plan.

" The CIC Severance Plan generally defines “Good Reason Resignation” as any retirement or

_ termination of employment by an executive that is not initiated by the Company and that is caused by
any one or more of thé' following events, provided the event occurs in the period beginning 60 days
before the change-in-control date and ending two years after that date:

+ Without the executive’s written consent, the Company assigns the executive any duties
. inconsistent in any material respect with his or her authority, duties or responsibilities, or any
‘other action by the Company which results in a significant diminution in such authority, duties
or responsibilities;
¢ » Without the executive’s written consent, the Company makes a material change in the
‘geographic location at which the executive performs services to a location that is more than 60
ymiles from.his or het existing principal place of employment;

« Without the executive’s written consent, the Company reduces the executive’s base compensation

and benefits, taken as a whole; or J
[y PR . -

- » .the Company fails to obtain a satisfactory agreement from any successor to assume and agree to.
perférm the Company’s obligations to the executive under the CIC Severance Plan.

If an executive remains employed for more than 150 days following the occurrence of any event set
forth above, any subsequent retirement or termination of employment by the executive'that isnot | ..
initiated by the Company will not constitute a “Good Reason Resignation.” Whether an executive’s
termination is as a result of a “Good Reason Resignation” is determined by the administrator of the
CIC Severance Plan.
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Pay Recoupment Policy e

Tyco has a successful track record of recouping pay it considers wrongfully earned by executives.
To demonstrate our full commiiment to shareholders on this i issue, the Board approved a Pay
Recotipment Pollcy for Tyco. The pohcy prov:des that:

“In addmon to any other remedtes available 10 the Company and subjec! to the apphcab[e law, -if the -
Board or any Compensation Committee of the Board determines that any Annual Incentive Plan (“AIP")
payment, incentive payment,; equity award or other compensation received by a Senior Officer resulted from
any financial result or operating metric that was impacted by the Senior -Officer’s fraudulent or illegal
conduct, the Board or a Board Committee may recover from the Senior Officer that compensation it
considers appropriate under the circumstances. The Board has the sole discretion to make any and all

determinations under this policy.

]
Stock Ownership Guidelines '

In 2003, the Board, establlshed stock ownership and share retention guidelines for all Senior
Officers. The Board believes that executives who own and hold a significant amount of Company stock
are aligned with long-term shareholder interests. Currently, 12 Senior Officers, including our five
current named executive officers, are covered by the stock ownership and retention guidelines. The
Compensation Comm:ttee reviews our Senior Offlcers comphance with our stock ownership gu1del1nes
annually - . :

The stock ownership requnrement for our Semor Officers ranges from two times base salary for
our corporate Senior Vice Presidents to 10 times base salary for our Chief Executive Officer. Tyco
shares that count towards meeting the stock ownership requirement include restricted stock, RSUs,
DSUs, performance shares, shares acquired through our 401(k) plan or the Employee Stock Purchase
Program, and shares otherwise owned by the executive. We do not require that the stock ownershlp
guidelines be attained within a certain period of time. Irstead, the Compensatlon Committee reviews
executive stock ownership regularly to ensure that our Senior Officers are making progress towards
meeting., thelr goals or maintaining their requisite ownership.

Tyco s stock retention guldelmes reqmre that the Senior Officers retain a specified percentage of
net (after-tax) shares acquired from the exercise of stock options or the vesting of restricted shares.
Spec1ﬁcal]y, our Senior Officers must retain 75% of all-net shares until they attain their target stock
ownership goal. Once that goal is attained, they must retain at least 25% of subsequently acquired net .
shares received upon exercise or vesting for a minimum period of three years. Senior Officers who are
62 or older may dispose of 50% of their accumulated holdings. All of the named executive officers
remairied in compliance'with the stock OWnershlp guidelines ‘in ‘fiscal 2008.

Compensation and Human Resources Committee Report on Executwe Compensatmn

The Compcnsatlon Commlltee has rev1ewed and discussed with management this Compensation
Dlscusslon and Analysis and, based on. such review and dlSCUSSlOI‘lS has recommended to the Board of
Directors that. the Compensauon Discussion and Analysis be mclnded in the Companys Annual Report
on Form 10K and this Proxy Statement . L.k
Submltted by the Compensatic'm‘ an'd'I_-Iuman Resources 'Cpm'tﬁittee:

Rajiv-L. Gupta, Chair Coe . . . oo

Dennis C. Blair ' s o T e T "o
Timothy M. Donahue' "~ .” ~ T e T 0 S ‘
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Executive Compensation Tables
Summary Compensation Table - . == . - .o

The following_table sets forth inforrﬁatfon regarding the compensation of our named executive
officers, who are Edward D. Breen, the Chairman and Chief Executive Officer, Chi'istopher 1.
Coughlin, the Executive Vice President and Chief Financial Officer; George R. Oliver, President, Safety
Products and- Electrical & Metal Products; John E. Evard, Senior Vice President and Chief Tax Officér;
and Naren K. Gursahanéy, President; ADT- Worldwide. Salary and bonus include amounts that may be
deferred at the named executive officer’s election.

Summary Compensation Table

Change in
Pension
Value and . ' Ve
Non-Equity  Nonqualifled
L Wb . Incentive. Deferred . Al
' . Stock/Unit  Option Plan ‘Compensation Other
Name and : Salary ' Bonus. . Awards Awards Compensation - Earnings  Compensation Total
Principal Position . Year % Y (5=, e e & . (99 3
" {a) (h) € - (e} N (8) () ) R
Current Officers I 1 o : ’ ’ . ' ’ ’
. . . 1 4 ' 4 * 3 . .
Edward D. Breen . . . . 2008[$1,625,000(% —|% 8,198,879($4,705,629| $3,250,000 | $1,542,000 | §1,293,683 |$20,615,191
Chairman and Chief  2007[3$1,625,0001% —|$10,505,034|$7,186,796| $3,250,000 | $1,263,270 | § 911,518 ($24,741,618
Executive Officer - . ) ] . ) :
Christopher J. Coughlin . 2008{$ B00,000[$ -.—{$ 3,591,691{$2,731,195| $1,600,000 $ — | § 332,197 |$ 9,055,083
Executive Vice . 2007($ 766,667|3, —{$ 3,805,034|$2,956,702 $1,605,000 | § — | § 229,753 {$ 9,363,156
President and Chief A L) O . .
Financial Officer - ' . if : T
. PR i , v
George Oliver . . . . .. 2008 (% 593,739|3 —|%$,1,478,055|8 601,060| $1,146,000 $ . — | § 213,111 |§ 4,031,965
President, Tyco Safety ' v _ ‘
Products - . ' '
John Evard . ... ... 2008[$ 455,040|$420,000(% 1,206,561|% 924,303| $ 690,000 | $° — | § 179439 {3$ 3,875,343
Senior Vice President, 2007|$ 440,160($420,000{8 964,359 $1,035422| § 660000 | $ — | § 166,148 |3 3,686,089
Tax t .t * - . T
Naren Gursahane)'r. .. 2008|$ s560,000{8 " — $_1,3E§9,21'5 $ 920,618| $ 638000 | § — | $ 199,627 |$ 3,657,460
President, ADT - 2007($ 520,000|8 - 1§ 962577 $-877,226| § 880,000 | § — | § 175362 |$ 3,415,165
Worldwide M BT L . o . . . v

L , '

() Bonmus: Amounts shown-in'column (d) reflect payments made to Mr. .Evard in fiscal 2008 and
fiscal 2007 for a retention award granted to, him in connection with the Separation, as discussed in
our 2007 Proxy Statement. '

@ Stock/Unit Awards and Option' Awards:" The amounts in columns (e) and (f) reflect accounting
expense recognized in fiscal 2008.and 2007 for all outstanding equity-based compensation in the
‘form of stock options, restricted shares, RSUs, DSUs and performance-based shares. The amounts
reported in columns () and (f) for each named executive officer were recognized in accordance”

. with Statement of Financial Accounting Standard Number 123 as Revised (“FAS 123R”), which
generally requires recognition of the fair value of equity-based compensation over the applicable
vesting period for the award. Assumptions used in the calculation of these compensation costs are
discussed in Note 19 to the Company’s audited consolidated financial statements included in the
Company’s Form 10-K for the fiscal year ended September 26, 2008. However, the table above * -
does not reflect equity compensation expense net of a forfeiture assumption. A description of the
material terms of each type of award appears in the narrative following the “Grants of Plan-Based
Awards” table.

@) Non-Equity Incentive Plan Compensation: The amounts reported in column (g) for each named
executive officer reflect annual cash incentive compensation for fiscal 2008 (which was based on
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Company and individual performance in fiscal 2008 and paid in the first quarter of fiscal 2009) and
for fiscal 2007 (which was based on Company and individual performance in fiscal 2007 and paid
in the first quarter of fiscal 2008). Annual incentive compensation is discussed in further detail
above under the heading “Elements of Compensation—Annual Incentive Compensation.”

“  Change in Pensmn Value and Non-Qualified Deferred Compensatmn Earnings: The amounts
reported’in column (h) for Mr. Breen reflect the aggregate increase in the actuarial present value
of his accumulated benefits under all pension plans during fiscal 2008 and 2007, determined using
interest rate and mortality rate assumptlons consistent with those used in the Company s financial

 statements. Information regardmg the perision plans is set forth in further detail below following
" the “Pension Bencflts” table. :

.
.

) All Other Compensatlon. The : amounts reported in column (i) for each named executive officer
represent cash perquisites, insurance premiums_paid by the Company for the benefit of the officer
(and, in some cases, the officer’s spousé), costs related to personal use of Company aircraft, tax
gross-up payments, Company contributions to 401(k) plans and non-qualified plans of the
Company and its subsidiaries providing similar benefits, and bther miscellancous benefits. The
components of All Other Compensatlon for each named executive ofﬁcer are shown in the
following table. . .. : .

All Other Com"ﬁensa'tion Table

Supplemental Executive Insurance
Benefits'™

Personal
Varlable  Individual Group Use of Hetirement Total All
Cash Unlversal Supplementat Supplemental Long-  Company Tax Plan Other
Named Executive Year Perquisite™ Life Disability Disabllity Term Care Aircraft'® Gross-Ups"' Contributions'® Miscellaneous'® Compensation
Current Officers
Edward D. Breen . . . . 2008 $70,000 350,405 $33,611 $2,410 $15420  $246,347  $632,091 $243,083 $ 307 $1,203,683
2007 $70,000  $50,405 $32,415 $2410 $15,428 $249,431  $330,200 $155,729 § 5,500 $ 911,518
Christopher J. Coughlin . 2008  $70,000  $28,262  $15,580 $2,410 $21.211 —  $ 64375 $120,250 $10,109 $ 33,197
2007 §70,000  $28,262  $15,580 $2,410 $21,210 — —_ § 82,291 $10,000 § 229,753
George Oliver . . . . . . 2008  $59,375  $14,83%  $12428 $4.820 $20,347 —  § 18617 $ 71,478 §11,207 $ 213,11
John Evard . ... ... 2008 $45504  $20,798 $ 3,807 $2,410 $18,344 —  $33519 § 54,920 $ 137 5 179439
2007 $44,016  $20,798 $15,229 $2,410 $18,343 —  §$23692 $ 36,398 $ 5,262 $ 166,148
Naren Gurszhaney . . . 2008  $56,000  $10,109  $12,598 $4,820 $19.275 —  $21,700 § 72,000 $ 3,125 $ 199,627
2007 $51,500 $10,109 $12,598 —_ $19.274 — $ 10315 $ 65,606 $ 5,960 $ 175,362

@ Cash Perquisites reflect an annual cash perquisite payment equal to the lesser of (i) 10% of the
executive’s base salary and (if) $70,000. Payments are made quarterly and are adjusted to reflect
changes in salary.

®  Supplemental Executive Insurance Benefits reflect premiums paid by the Company for insurance
benefits for the executive and, in the case of long-term care, for the executive’s spouse as well.
These benefits are provided to certain Senior Officers of the Company upon the approval of the
Compensation Committee.

@ For security purposes, the Chief Executive Officer is encouraged to use Company-owned or -leased
aircraft for personal travel. Other named executive officers are permitted to use Company-owned
or -leased aircraft if expressly approved by the Board or Mr. Breen. For purposes of the Summary
Compensation Table, the aggregate incremental pre-tax cost to the Company for personal use of
Company aircraft is calculated using a method that takes into account the incremental cost of fuel,
trip-related maintenance, crew travel expenses, on-board catering, landing fees, trip-related hangar/
parking costs and other variable costs, including incremental costs associated with executives that
are not in control of the aircraft. Because our aircraft are used primarily for business travel, the
calculation does not include the fixed costs that do not change based on usage, such as pilots’
salaries, the acquisition costs of the Company-owned or -leased aircraft, and the cost of
maintenance not related to trips.
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@ . The amounts shown in this column.as Tax Gross-Ups for Messrs. Coughlin, Oliver, and.
Gursahaney represent. tax.gross-up payments made with respect to taxable insurance benefits. The
amounts shown for Mr. Evard represent tax.gross-up payments made with respect to taxable
insurance benefits and relocation. Amounts for Mr. Breen include. tax gross-up payments made
with respect to taxable insurance benefits and the reimbursement of state taxes owed by him to

~New York for Tyco work performed in that state. Generally, the Company pays the increased tax

" cost (including a gross-up) that Mr. Breen owes as a result of working in New York rather than in

* his principal work location. The amount related to state taxes for Mr. Breen is an estimate,
pending réceipt of the relevant persondl state tax return information for calendar year 2008. This
estimate is based primarily on compensation payable in fiscal 2008 to Mr. Breen and the estimated
amount of such compensation attributable to New York services, based on information previously
.provided to the Company by Mr. Breen. . L

©)  Retirement plan contributions inclide ma_téhing contributions made by the Company on' behalf of
each ‘exccutive to its tax-qualified 401(k) Retiremént, Savings and Investment Plan and to its’
non-qualified Supplemental Savings and Retirement Plan. ‘ ' -

®  Miscellancous compensation includes matching charitable contributions made by the Company on
behalf of each of Messrs. Coughlin, Gursahaney and Oliver, and payments for fractional shares
made to Messrs. Breen, Coughlin, Evard and _Oliver.

48 2009 Proxy Statcment




) 5193130 Y10q 01 pajueid s(1$Y oY) pue spieae uondo sy jo anfea Jigy syep-jueid ayl moys (W) uwnjod
Ul SIUNOWE ASUBYRSIND PUE IIA[Q "SISSSN O} piuesd spreme uondo oy Jo 9ord asp1axa 341 MOYS () UWN[OD Ul SJUNOWY ©

‘Aoueyesing) pue JLATQ SISSI O) papieme ‘Apandadsal ‘suondo pue snSy Jo J2qunu

a1 33l () pue () suwnjod ur spugowy ,'spiemy sanusou] unag, uor,, Sulpeay ay 19pun UCISSNISIP IH[IED 3yl 9938 ‘sjuerd
92U} INOQE UOHELLIOJUL JI0W 104 "80(T ‘g1 1SNIny uo Asueyesing pue IsalQ "SISS3|y 10§ sjuesd Aunba (ermads paoidde pieog sy, @

uodn nmm..mn UST mrEE 10 snid 19813 Jo 294007 Jo noked wnunxew e puw 158183 JO 940S

"saansesw aouewioliad sanelenb Enpaput
30O noded .untupw € POYSIQEISS 93)IWWO))

uonesuaduto?) ayr ‘SNUOY JOUBULIOKS] [enUUY oY) Jo sasodind 10§ ‘ourl) swres ay) 1y -uolfnu §'z$. 3o deds e 01 193[qns ‘S19dYpQ JOIUSS

1ay10 2} 10] 95¢7°0 pue IS $00Z 2Y) Aq pasodun uorne g°g¢ Jo deo e 01 100lqns ‘udaig "I Joj swa jerads a10jaq wWodul 10U

0 9%06°0 30 1noArd snuoq wnwixew e pasoidde pieog oyj, ‘g0z 1805y 10 ueld sanussin [enuue s Auedwoy) Ai) I9pUN PIUIBD IARY
P[MOJ SIAOIJO SAUNIIXS pawey Y} jey) sasnuoq ouewiojpad jenuue [enuajod juasordar (3) ySnoy) (p) suwnjos ur parsodal spunowry w

88Z°86¢S

-

00z 11 800Z/81/8
TII'8SHS 6v'rrs " 00'SE . 8002/81/8
) 00000V 1S 000'09S §  000°0ITS  LO0T/6I/II
-7 005798 $ 000'StE §  SLEGTIS  LOOT/6I/II
88C86¥% 00Tt ) 800Z/81/8
TII'gses 6V S 000°5€ - _ BO0Z/8L/8
000°00§°1$ 000009 §  000°CTTS  LOOZ/61/1E
' . 000°000'Z8 000008 §  000'00SS  LOOT6I/LI
00S°790'%%  000'S79'LS mhm.o%m. LO0Z/6L/11
{u) (}] oD n . ()] ) (8) 1] (3 Y] (]
€y] (uss$) (€73] (#) @ - (). ) ($) ($) 3 aeq
SPIBRY o SpIAY 7 SuoI3d() @SN wnwpely  (Quiod  ploysasy)  wnmxey  19dag), ploysayy,  jumig
wondQ uondQ UidLIapup) - 0 -PII)
pue Jo g SAWNIAG - YOG Jo yadae], )
32038 Jo asey JO JsquInp saIeys . : N
’ pIesy mSpIEMY
Tewg™ TP ctmdo Mgy Umd o b span - and ssuasdl i vox sspun
e 2P0 IV No0IS nodeg ajqissog pajewnsy ode] a|qIsso pAyewInsy
nPYO Nv ’ . - .

919Mm JBY1 SJ9DIJJO 3ANND3XS pawrey s Auedwor) o1 JO YOBS 10] SPIEme paseq

JlqeL, Spiesy paseg-ueld Jo sjuels)

AduegESING UdIRN

e * -+ paeag ugop

** I1aANQ 21030
< unydnoy ot Jaydoisuyy

Tt ussMg (g plempg
sonffo masmy

(B}

aweyN

dIS Y00z Y1 12pun ooz [edosy Suunp pajueid

-Ainbs pue paseq-yses sozuewwns ajqer Sumojjo) Ay L

49

2009 Proxy Statement



The Company did not make an annual grant of equity in fiscal 2008. Rather, it made an
accelerated grant of equity for fiscal 2008 in the third quarter of fiscal 2007. The purpose of this
accelerated grant was to align the compensation of our named executive officers and other key
employees with the long-term performance of post-Separation Tyco measured from the date of the
Separation. The award consisted of stock options, RSUs and performance shares. ' '

As discussed above, during fiscal 2008 the Company made special equity awards to
Messrs. Gursahaney and Oliver. These awards had a grant-date value of approximately $1.0 million
cach and consisted of time'based stock options (50%) and RSUs (50%).. The stock options vest in two

equal installments, on the third and fourth anniversary of the grant date, while the RSUs-vest at one
time, on the fourth  anniversary of the grant date. SN a

When the Company grants stock options, the exercise price equals the fair market value of our
common stock on the date of grant. For the accelerated fiscal 2008 equity awards, fair market value
was calculated as the closing price on the NYSE on the grant date, and these amounts were reported
in the proxy statemient for the 2008 Annual General Meeting. Stock options granted as part of the
accelerated fiscal 2008 award generally vest in equal installments over a period of four years, beginning
on the first-anniversary of the grant date. Each option holder has 10-years to exercise his-or her stock
option from the date of grant, unless forfeited earlier. Forfeiture provisions for the named executive
officers are described above under the heading “Change in Control and Severance Benefits.”

RSUs granted as part of the accelerated 2008 equity award generally vest over a period of four
years, in three' equal installments beginning on the second anniversary of the grant. RSUs earn
dividend-éguivalent units during the vesting period and do not carry voting rights until they are settled
in shares. Forfeiture provisions with respect to RSUs for the named executive officers are described
under the heading “Change in Control and Severance Benefits.”

Performance shares gencrally vest in full at the end of the performance period. The aumber of
shares that are actually éarned depends on whether, and at what level, the performance criteria have
been met. Performance shares do not accrue dividends prior to vesting and do not have any voting
rights. For performance shares -granted in connection with the accelerated fiscal 2008 equity award, the
relevant metric is Tyco’s three-year total shareholder return between July 2, 2007 and June 30, 2010.
That return is to be compared with the total shareholder return’of ali the companies in the S&P 500
Industrials Index for the same period. The total shar¢holder return measure is based on the average of
the closing stock price for the first and last 20 trading days of the performance period, plus a total
return factor to reflect the reinvestment of dividends during the three-year period. If the minimum
performance measure is not met (i.e., Tyco’s total shareholder rcturn over the performance period is
not equal to or beiter than the total shareholder return of the top 65% of the companies constituting
the S&P 500 Industrials Tndex), no performance shares will be earned. In addition, if ‘Tyco’s total
sharcholder réturn is riegative at the end of the performance period, the maximum payout is capped at
125% of target. - o g : S :

£ . r
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“ . Ouistanding Equity Awards at Fiscal Year-End Table

The following table shows, for each of the named executive officers, all equity awards that were
outstanding as of September 26, 2008. Dollar amounts are based on the NYSE closing price of $36.37
for the Company’s common stock on September 26, 2008.

.

Option Awards . Stock Awards

‘ Equity Incentive
Equity Incentive  Plan Awards:

Market Plan Awards: Market or
Number of Number of Number of Value of "Number of ' Payout Value of
Securities Securities Shares or Shares or Unearned Unearned
Underlying Underlying Units of Units of Shares, Units Shares, Units

Unexercised Unexercised Option  Option Stock That  Stock That  or Other Rights or Other Rights
Options: (#)  Options: (#)  Exercise Expiration  Have Not Have Not  That Have Not  That Have Not

Name Exercisable  Unexercisahle! Price ($) Date Vested (#)™®  Vested ($)'¥  Vested (#). Vested ($)%
(a) ' (b) (© () n (g} h) . ] ' G
Current Officers
Edward D: Breen .. 1,828,301 — $15.89 7241212 297,916 $10,835,205 93,700 $3,407,869
49,749 —_ $52.43 3/25/2014 . L
49,740 — $57.19 31252014 . .
- 49749 . . —  S6355 ISPy u, e g e e e
49749 — $5878 3902015 e o :
v 49,749 ! —_ $65.13 3/9/2015° O ot et
, . 49749 - . — $71.49.  3/972015 N ;
82916 41,458 $46.07 117212015,
4 ‘ 99,928 299,786 $48.14 * 117202016 i ! v
73000 - 219,000 $53.367T 7172017 . .
Christopher J. oL : Yl bt L -
Coughlin . ... .. 24,874 —_ $36.60 3/6/2015 135,787 $ 4938573 43,200 $1,571,184
62,187 — 35687  3/92m5 ,
T, 41,458 . 20,729 $46.07 112172015 .
oL 47,210 . 141,631 $48.14  11/20/2016 o
34,750 ¢ 104,250 $53.36 N2017
George Oliver . . . . 41,965 20,982 $43.72 7972016 83,485 $ 3,036,349 22,200 . $ 807.414
. 17,750 53,250 $53.36 M7 . . . '
—_ 35,000 $44.49 8/17/2018 .
. ) '
John Evard . ... .. 49,749 —_— $26.74 12/18/212 38,200 $ 1,389,334 12,300 $ 447,351
24,874 —_ $22.67 3/6/2013 e
- 22,387 — $44.16 3/25/2014 . i
22,387 - $56.87 3/9/2015 . . .
10,945 5,472 $46,07 1172172015 . . oot
12,589 37,768 $48.14 11202016
. 9750 29,250 $53.36 7/1/_2!]17
Naren Gursahaney . 84,978 —_ $23.77 37212013 72,11 $ 2,622,313 22,200 T § 807414
37,768 — $44.16 372572014
31,473 — $56.87 3912015
16,785 8,393 $46.07 1172172015 . -
6,295 3,147 $48.67 /1112016 - . 'k
22,031 66,094 $48.14  11/20/2016
17,750 53,250 $33.36 WMRM7T R
—_ 35,000 $44.49 8/17/2018 -t
r s . ¢ . e

" Vesting dates for each outstanding option award for the named executive officers are. as follows:
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. Exercise Edward D. Christopher J. George R. Naren K.
Vesting Date Price Breen Coughlin Oliver  Jobn Evard Gursahaney

Number,of ‘Shares Underlying Vesting Awards - .

2008 , _
V212008 « oot 4814 99,929 47210 - . 12,589 22,031
12202008 v 4607 41458 20,729 5472 8.303
2009 '

V122009 .o oo 48.67 3,147
T2009 . o 5336 73,000 34,750 17,750 9,750 17750
THORO09 .o oo 4372 20,982

/212000 . Lo 4814 99,928 47,210 L1258 22,031
2010 : .

N0 .. e 5336 73,000 34,750 17,750 9750 17,750
22000+ oo 4814 99929 47211 12,590 22,032
2001 o S '

MO 5336 73000 . 34,750 17,750 9,750 17,750
88201 - o oo 44,49 17.500 17,500
2012 : -

BISR012 - oo 4449 17,500 17,500

The amounts in columns {g) and (h) reflect, for each named executive officer, the number and
market value of unvested restricted stock shares and RSUs which had been granted as of
September 26, 2008, but which remained subject to additional vesting requirements. Those
requirements depend upon the officer’s continued employment with the Company. Scheduled
vesting of all outstanding restricted stock shares, RSUs-and performance shares (based on
achievement at target values) for each of the named executive officers is as follows:

L] i

Edward D. Christopher J. George R. Naren K.

Vesting Date Breen Coughlin Oliver  John Evard Gursahaney
Number. of'Share Underlying Vesting Awards

2008 ‘
93072008 . . . . . .. e e 35,818 16,417 4,477 6,722
LI212008 . ... o oo e 44,024 20,187 5,584 9,664
12272008 . . . . o0 35,000, 15,000 ~ 4,500 2,675
2009 ' N
T22009 .. 31,677 14,604 7,505 4,158 7,505
OO0, ..o e : . 49,771 :
1212000 . . . .. oo i e e 44,023 20,186 o 5,583 9,603
2010 .
6/30/2010. . . ..ot 93,700 43,200 22,200 12,300 22,200
22010 .. e e 31,676 14,604 7,505 4,158 7,505
212010 . .. Lo e e 44,023 20,185 5,582 9,603
2011 . '
72220 ] 5 A 31,675 14,604 7,504 4,158 7,504
2012 ' < '
SAB012. . . .. e 11,200 11,200

Amounts in columns (i) and (j) reflect the number and market value, as of September 26, 2008, of
performance shares that would be earned if the performance goals related to these awards were
met at the target level at the end of the performance period. If the minimum performance
threshold is not met (i.e., Tyco’s total sharcholder return over the performance period is not equal
to or better than the total shareholder return of the top 65% of the companies constituting the
S&P 500 Industrials Index), there will be no payout. The performance shares were granted in July
2007 in connection with the accelerated fiscal 2008 long-term incentive compensation grant
described in the proxy statement for the 2008 Annual General Meeting. All performance shares
will vest and become payable in shares of the Company’s common stock on June 30, 2010. The
number of shares that will actually be earned will depend on the Company’s three-year shareholder
return as compared to the total shareholder return of the S & P Industrials Index.
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R +  Option Exercises and. Stock Vested Table

The fol]owmg table shows for each of the named executwe officers, the amounts realized from
options that were exercised and restricted stock, RSUs and DSUs that vested during fiscal 2008.

) Cption Awards , Stock Awards
P Number of Shares Number of Shares
' ' Acquired on Value Realized on Acquired on Value Realized on

Name Exercise (#) Exercise ($)' Vesting (#) Vesting ($)
(a) (b} (c) (@) , (e}
Current Qfficers oo
Edward D.Breen . ............ —_ $— - 52,641 - $2,181,135
Christopher J. Coughlm ........ ) — $— 25,000 $1,032,800
George Oliver ... .. .. ..., - $— — $ —
JohmEvard ................. —_ $— 1,875 . $ 77156
Naren Gursahaney ... ......... — $— 3,540 $ 150,590

(0 The aggregate dollar amount realized is based on the difference between the fair market value of
* the Company’s common stock on the exercise date and the exercise price of the stock option.

@ The aggregate dollar amount realized is based on the average of the NYSE high/low price of the
. Company’s common stock on the vesting date.
Lo = 7 Pension Benefits; Table . ,
The followmg table presents, for each named executive ofﬁcer the present value of the benefit he
would receive at retirement under the specified pension plan, based on credited years of service and
covered compensation as of September.26, 2008. :

t

Number of Present Value of: . Payments

[ Years Credited Accumulated Duriag Last
Name o Plan Name'? Service (#) Benefit ($)® Fiscal Year ($)
{a) . ¥ (b) ' (c) (a) (e
Edward D. Breen ........ "Employment Agreement 617 $11,396,000 —

D" The terms ‘of Mr. Breen’s employment agreement (both pre:and post-amendment) provide that he
is entitled to receive an annual supplemental retirement benefit-payable at the later of age 60 and
termination of .employment.. The supplemental benefit is in the form of a joint 50% spousal

¢, survivor’s annuity equal to 50%, of Mr. Breen’s final average earnings. This average is calculated as
the highest average of the sum of his monthly base salary and actual bonus {(the bonus being
spread equdlly over the bonus period for which it is paid) durmg any consecutive 36 month period
within the 60-month period prior to his termination of employment. Final average earnings are
réduced by. benefits from any defined benefit pension plans maintained by the Company or its
affiliates; by benefits from any other defined benefit pension plans maintained by any previous
employers, and by benefits attributable to employer contributions, including matching contributions
to any defined contribution,plans maintained by the Company or its affiliates. Mr. Breen. is. vested
in the benefit described above. Mr. Breen’s benefit is payable as an actuarially equivalent lump
sum at the. later of ,age 60 and the actual date of his termination of employment under the pre-
amended employment agreement, and as an actudrially equivalent lump sum at the later of age 60
and the actual date of his termination of employmeént other than as a result of death (subject to
any apphcable 6-month delay pursuant.to Internal Revenue Cade Section 409A), in accordance
‘with his previous election under his amended employment agreement. -
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The amount in column (d)-iscalculated as the discounted present value of normal retirement
benefits earned as of September 26, 2008, payable as a lump sum at “Normal Retlrement Date”
(wrthout regard to pIOJecfed service, pro;ected salary increases, pre- -retirement mortahty or other
decrements). The assumptlons used in determining the discounted present value are consistent’
.with those used to calculate the Company’s retirement plan liabilities as described in Note 17 to
the Company’s audlted consohdated financial statements for the fiscal year ended September 26,

- 2008 and include: . 3 . ' : : :

. 'A discount rate of 6.95%;
N Payment as a lump sum; -0 . . '.i,-
Yo A prime rate of 7.25% {used to accumulate the Company’s defined contribution match balance)

" » An assumed retitément age of 60. o Y

_ Non-Quahfied Deferred Compensatmn Table at Fiscal Year-End 2008 .
The followmg table. presents mformatlon on the non-quahfled deferred, compensatron accounts of
each named executive offlcer at September 26 2008

L [P N nhoo o . o . Y A N !

. o Vo T i + Aggre g‘ate
Executive Registrant Aggrepate Apgregate Balance
Contributions in _ Contributions in  Earnings in Last  Withdrawals/ at Last
Last Fiscal Year . . Last Fiscal Year '~  Fiscal Year Distributions  Fiscal Year End
Name - " ®w (s ® ®)
@y .t . NIV T S () I PR OV L B | P R ) R TN B £
Curreéiit Officers TR S TR N Pt A P ':. CoL P P | AT \} SRR AL A
Edward D. Breen . ... ... — $232,250" $(219,887) T — $1,200,421 -
Christopher J. Coughlin .. AR $108,750 $ 10,047 — $ 255,906
George Oliver ...~ ;...  § 14657 °  $ 61579  § (6789) — $ 90,442
John Evard ........... Ce— $ 44,087 $ (38,688) —_ $ 175 676
Naren Gursahaney . .. ...  $507,000 $ 63875, $(271,019) — . .$1,608437

M Amounts in columns (b) and (c) include employee and Company, contributions, respectrvely, under
. the Company s Supplemental Savings ‘and: Retirement Plan (the “SSRP”) a non-quahﬁed- -
retirement savings.plan. All of the -amounts shown in column'(c) are included in “the Summary!
£ ~C0mpensat10n table under the column heading “All Other Compensatron ” Undef- the terms of the
SSRP, ari eligible executive may chodse to defer up to 50% of his or her base salary'and up 10
'100% of his or her performance bonus. - .’ !

IR b f Lo Ty o v *; P
@ Amounts in column (d) 1nclude .earnings or.(losses) on-the named executive offlcer s notional s
account in the SSRP .and in theiCompany’s Supplemental Executive Retirement Plani (the
*“SERP”). The SERP was frozen with respect to additional contributions on December 31, 2004.
s Except for the Tyco stock fund -arid the Fidelity Freedom Funds, investment optlbns under the’
SSRP idre the' same as thosé available under the' Company s tax- quahﬁed 401(k) rétirement plans.

Investment options under the SERP are the same as those avallable under the SSRF; l‘ .‘:‘ ‘

G =~Under both the SSRP and the SERP partrcrpants may elect to receive dlStI’lbutIODS in a single
lomp sum payment or’ in up to 15'annual installments. A partrcrpant who is still employed by Tyco
may begin receiving distributions under each plan after'a minimum of five years have ‘elapsed from
the plan year for which contributions have been made. A participant who has left Tyco may begin
receiving distributions upon his or her termination of employment or retirement.

54 2009 Proxy Statement




Potential Payments Upon 'l‘ermmatton and Change in Control

The followmg table summarizes the severance benefits that would have been payable 10 each of
the named executive officers upon his termination of employment or upen the occurrence of a.change
in control, assuming that the triggering event or events occurred on September 26, 2008. The amounts
shown are based on Tyco’s closing NYSE share price of $36.37 on such date. :

For Mr, Breen, termination benefits are governed by his employment agreement For each of the
other named executive officers, the CIC Severance Plan governs termination benefits for .,
change-in-control triggering events, and the Severance Plan governs termination benefits for all other
triggering events. In -all cases, a “Qualiﬁed Termination™ means a termination following a change in
control that would provide the executive with a “Good Reason” to terminate his employment, as
defined under the CIC Severance Plan or under Mr. Breen’s empioyment agreement. For the definition
of “Good Reason” and ‘;Cause” under the relevant documents, see the dlscuqsn)n under the heading
“Change. in Control and Severance Benefits.” Under his employment agreement, Mr. Breen could
terminate -his employment for “Good Reason by voluntartly resigning within the 30-day period
following the. first anniversary of a change in control, in which case he would be entitled to severance
and the benefit and perqutsne continuation described in column (€).~

Mr Breen 5 employment agreement w1th the Company was amended on December 19, 2008.
Among ‘other changes the amended agreement reduced certain of the beneftts including cash
payments, that he is e_ntltled to upon a termination or change in control, as.described above under the
heading “Change in Control and Severance Benefits.” Because the table below presents amounts that
would have been payable to the named executive officers as of Tyco’s fiscal year end, the amounts
shown reflect the benefits payable under Mr. Breen’s pre-amended employment agreement and the

pre- amended Severance Plan and CIC Severance Plan oo .
- ) . Chnnge in Contrel ' *. . .. Involuntary Termination

Without . With - - Without '

Qualified , Qualified With Cause or With Death or
Name / Form of Compensation Termination Termination Cause Good Reason’ Resngnatton Disability Retirement
@ . . . b . {c) L d) (e) n (g} (h)
Edward D. Breen o T N R "
Severance™ . . ... . ... - $14,659997 — $14,659,997 — \ — —
Benefit & Perquisite Continuation' . . | — § 330751 — $ 330,751 — . — —_
Accelerated Vesting of Equity Awards™ . $14,285989 $14,285989 — $14,285,989 — $10,869,965 -
Retirement Plan Distributions'® . . . . .. $14,222.954 $14,222954 $ 3315916 « © — co — —
Excise Tax Gross-Up™t . .. ... ... - $11,641270 - — = — - — -
Chnstopher J., Coughlin .
Severance™'. .. ... L ... ‘— §$4784000 — $ 3,200,000 g —
Benefit & Perquisite Continuation™ . . . — § RM3 —, § 24037, —_ . — —
Accelerated Vesting of qury Awardj”’ . $ 6509,757° % 6,509,757 —~ T ' - —_ . $ 4,938,573 —
George Ofiver ' ' S : ! ot ‘
Severance™ . ;L0 L o ... — -$ 2,400,000 — % 2,400,000 10 o — —
Benefit & Perquisite Ctmtmuam.u':“’Jl C c— 5 24037 — - 8. 24,037 — . — —
Accelerated Vesting of Equity Awards”) . $ 3843763 ' § 3843763 — =T L~ $3,036349 -
John Evard ' ' Lo N
Severancet. 0, 0. L0 .“ ...... — $ 2406950 + — $ 1,610,000 . . . ! — —
Benefit & Perquisite Continuation® . , . — § 32443 — $ 24,037 L - —
Accelerated Vesting of Fquity Awards' . s 1,138,852 § 1,138852 — . —_ = $ 691,500 —
Naren Gursahaney Lo i ) :
Severance™ oL L Lt 0§ 1,556,580 0 — 48 2:240,000 - — —
Benefit & Perquisite. Conrmuauon”l C s $ 24037 — $ 24,087 y o—_ , — —
Accelerated Vesting of Equity Awards”’ . § 3, 429 727 $ 3429727, — . — — . §2,622313

.

Y For Mr. Breen severance under lus pre amended employment agreement was based on three times
his base salary and three times his actual ‘bonus for fiscal 2008. Under the amended agreement, the
multlpher has been-reduced to two times, with further reductions applicable whén Mr. Breen
‘reaches specified’ ages The severance amount includes a tax gross-up’payment to the State of New
York of $34,997. For each of the other.named executive officers, severance would be paid under
either the CIC Severance Plan (if the' triggering event were a change of control) or the Severance
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Plan (for other triggering events). Under the, CIC Severance Plan (both' pre- and post-
amendment), each of Messrs. Coughlin and Evard would be entitled to a severance payment of
2.99 timés his base salary and 2.99 times his target bonus for the fiscal year in which termination
occurs, and Messrs. Giirsahaney 'and Oliver would be entitled to 2 times his base saldry and target
bonus. Under the Severance Plan; each named executive officer (except Mr. Breen) would have
been entitled to salary continuation. and bonus payments for the 24 months following termination.
of employment. In addition to the amounts included in this table, each named executive officer
(including Mr. Breen) may be entitled to a prorated portion of the Annual Performance Bonus for
the year in which his employmént'was terminated. The bonus payments are included in the’
Summary Compensation table under the column’ heading “Non-Equity:Incentive Compensation,”
and are.discussed above under the heading “Elements of Compensation—Annual Incentive -
Compensation.”. ~ -+ - . B T

Upon a triggering event, Mr. Breen’s pre-aménded employment agreement provides for

continuation of health and wélfare benefits (ot a cash equivalent) for 36 months following the

termination date provided he continues to pdy the emplojee portion of such programs. Under

Mr. Breen’s amended employment agreement,: Mr. Breen is’entitled to continued participation i *
health and welfare plans over the same time period for which severance is payable, subject to an’
18-month limit on medical benefits. If continued participation is not: practicable, and/for. if

Mr, Breen’s severance period is greater than 18 months, an equivalent cash payment is made, with
a tax gross-up on such amoutits. For each'of the other named executive officers, medical and
dental benefits are provided under the CIC Severance Plan or the Severance Plan. As of’
September 26, 2008, under the CIC Severance Plan, each execitive was entitled to+12 months of
outplacement services and continuation of imedical and dental benéfits (or a cash equivalent) for "
36 months (24 months for Mr. Gursahaney and Mr. Oliver). Under the Severance Plan, the time
period was 24 months. Effective January 1, 2009, these plans were amended to-shorten the time
period for which the executives are entitled to employer-sponsored health and-dental benefits.
under these plans. Under both plans, the period is now limited to the lesser of the execulive’s
remaining severance period and 12 months; if the executive’s severance period is greater than

12 months, the executive will be entitled to a cash payment equal to the projected value of the
employer portion of premiums during the 'severance period in excess of 12 months.

Amounts represent the intrinsic value of all unvested Tyco equity awards and stock options that
would vest upon a triggering event. For Mr. Breen, the amounts in columns (b), (¢) and

(e) include a tax gross-up payment to the State of New York of $42,915, and the amount in
column {g) includes such a payment of $34,760. In addition to the amounts shown in the table,
Messrs. Breen, Coughlin and Evard each hold equity of Tyco Electronics and Covidien, the vesting
of which would have been accelerated from November 22, 2008 upon the occurrence of a
triggering event. The cost to the Company of such acceleration would have been immaterial.

LA |

Under Mr. Breen’s pre-amended employment agreement, in circumstances outside of a change in
control, if Mr. Breen voluntarily terminated employment before age 60 without Good Reason,
benefits deemed earned under his pension plan (the Supplemental Executive Retirement Plan).
would have been subject to a reduction of 0.25% for each month or partial month that the
termination date preceded age 60, and an additional 0.25% for each month or partial month that ’
he elected to commence payment of the benefit prior to age 60. Under Mr. Breen’s amended
employment agreement, if Mr. Breen voluntarily terminates employment without Good Reason, or
his employment is terminated for Cause prior to age 60, benefits deemed earned undet the
Supplemental Executive Retirement Plan will be-subject to a reduction of 0.25% for each month
or partial month the termination date is prior to age 60. The amount shown in column (b) does
not reflect any reduction in benefits related to an election to receive payments earlier than age 60.
For Mr. Breen, the amounts in column (b) and (c) include a tax gross up payment to the State of
New York of $33,954, and the-amount in column (¢) includes such a payment of $7.916.

In the event of a change in control, Mr. Breen’s employment agreement provides for a full
gross-up of any federal excise tax that might be due under, Section 4999 of the Internal Revenue
Code, including any such fax on the value of any acceleration of -unvested equity of Tyco ' -
Electronics and Covidien. No:other named executive is eligible for this benefit.
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. . SECTION 16(a) BENEFICIAL' OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires Tyco’s officer$ and Directors and
persons who beneficially own more than ten percent of Tycols'common shares to file reports of
owneérship and changesin ownership of such common shares with the SEC and NYSE. These persons
are required.by SEC regulations to furnish Tyco with copies of all Section 16(a) forms they file. As a
matter, of practice, Tyco’s administrative staff assists Tyco’s officers and Directors in preparing initial
reports of ownership and reports of changes in-ownership and files those reports on their behalf. Based
on Tyco’s review of the copies of such forms it. has received, as well as information provided-and .
representations made by the reporting persons, Tyco believes that all of its officers, Directors and
beneficial owners of more than ten percent of its common shares complied with Section 16(a) during
Tyco’s :f:ilscalF year ended September 26, 2008,

AUDIT COMMITTEE REPORT

The Audlt Commlttee of the Board is composed of three Dlrectors each of whom the Board has
determined mieets thie indepenidenceé and experience requlremems of the NYSE and the SEC. The
Audit Committee operates under a charter approved by the Board, which is posied on our website. As
more fully described in its charter, the Audit Committee oversees Tyco’s finanéial reporting process on
behalf of the Board. Managément has the primary responsibility for the financia) statements and the
reporting process. Management assures that ‘the Company'develops and maintains adequate financial
controls and procedures, and monitors compliance with these processes. Tyco’s independent auditors
are responsible for performing ansaudit in accordance with auditing standards generally accepted in the
United States to obtain reasonable assurance that Tyco’s consolidated financial statements are free .
from material- misstatement and expressing an opinion on' the ‘conformity of the financial statements
with accounting principles generally accepted in the United States.-The internal auditors are .
responsible to the Audit Committee and the Board for testing the integrity of the financial accounting
and reporting"contrbl systems and such other matters as the Audit Committee and Board determine.

ey

In this context the Audlt Commlttee has reviewed the consolidated financial statements for the
fiscal year ended September 26; 2008, and has met and held discussions with management, the internal
auditors and the independent auditors concerning the consolidated financial statements, as well as the
report of management and the report of the independent registered public accounting firm regarding
the Company’s internal control over financial reporting required by Section 404 of the Sarbanes-Oxley
Act of 2002. Management represented to the Committec that Tycq's consolidated financial statements
were prepared in accordance’ with generally accepted accounting prmc:ples In addition, The Committee
has discussed with ‘the mdependent auditors the auditors’ mdcpendence from Tyco and its mariagement,
including the mattérs required to be, discussed” by the statement on Audltmg Slandards No. 114 (The
Auditor’s Communication With' 'I'hose Charged With Governance). L

In addition, the Audit Comnuttee has reoelved the writtén disclosures and the letter from the ...
independent auditor required by applicable requirements of -the Public Company Accounting. Oversight
Board regarding the independent auditor’s communications with the Audit Committee concerning
mdependence Based upon the Committee’s review and discussions referred to above, the Committee
recommended “that the Board include Tyco’s audned conqohdated financial statements in Tyco’s. Annual
Report on Fofm 10-K" for the fisca] year ended September 26 2(]08 filed w1th the Securities and
Exchange Commlsszon '

Submitted by the Audit.Commntee LY .- ' o

Jerome B. York, Chair ' R : ‘ o . ’
Brendan R, O’Neill |~ - . -0 0 0 o 27w RIS '
William S. Stavropoulos
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PROPOSAL NUMBER TWO—RE-APPOINTMENT OF INDEPENDENT AUDITORS AND
AUTHORIZATION OF THE AUDIT COMMITTEE TO SET THEIR REMUNERATION

In accordance with Section 89 of the Companies: Act 1981 of Bermuda, Tyco’s shareholders have
the authority to appoint Tyco’s independent auditors and- to authorize the Audit Committee to set the
auditors’ remuneration. Appdintment of the independent auditors and authorization of the Audit
Committee to set their remuneration requires the affirmative vote of a majority of the votes cast by the
holders of common shares represented at the Annual General Meeting in person-or by proxy. The
Audit Committee and the Board recommend that shareholders reappoint Deloitte & Touche LLP as
Tyco’s independent ‘auditors to. serve until the 2010 Annuai General Meeting-and authorize the Audit -
Committee of the Board to set their remuneration. ' ' :

Representatives of Deloitte & Touche LLP are expected to be at the Annual General Meeting and
they will be available to respond to appropriate questions.

o v '

The Audit Committee and the Board recommend that shareholders vote FOR the appointment of
Deloitte & Touche LLP and the authorization of the Audit Committee to set their remuneration.

Augit and Non-Audit Fees ) : I _

Aggregate fees for professional services rendered for Tyco by Deloitte & Touche LLP as of and for
the fiscal years ended September- 26, 2008 and September 28, 2007 are set forth below. The aggregate
fees included in the Audit category are fees billed for fiscal year 2007 and reasonably expected to be
billed for fiscal year 2008 for the audit of Tyco’s annual financial statements and review of interim .
financial statements and statutory and regulatory filings or engagements. The aggregate fees included in
each of the other categoriés are fees billed in the fiscal years. (All references to “$” in this proxy -
‘statement are to United States dolldrs.) . ' . _

, Fiscal Year 2008 l-?isc;ul Year 2007

) (in millioqs) (in millions)
AuditFees . ... .. . $428 1 v..8519 .
* Audit-Related Fees 1. 7., ... 0. St e 40w 36
‘Tax Fees .....% ... ........ e SRR ey Sy 1108
I ol 8543 ' $98.8

 Audit Fees for the fiscal years ended September 26, 2008 'and Séptember 28, 2007 were for .
professional sérvices rendered for the audits of the consolidatéd financial statements of the Company,
the 2008 and 2007 audit of internal control, quarterly review of the condensed consolidated financial
statements included in ‘Tyco’s Quarterly Reports on Form 10-Q; consénts, comfort letters, international
filings and other assistance required to complete the year-end audit of the consolidated financial
statements. Audit fees for fiscal 2007 include the cost of audit and quarterly review procedures. .
performed on Tyco’s Healthcare and Electronics businesses prior-to their-separation from Tyco =+
International at the end of the third fiscal quarter of 2007. '

. Audit-Related Fees as of the ﬁsc'él year ended September 26, 2008 were primarily related to services
performed for divestitures of various businesses, including the Company’s Infrastructure Services o
business. Fees for the fiscal ‘year ended September 28, 2007 were primarily related to work performed
on the Separation of the Company into three separate legal entities, representing approximately 72% of
the total audit related fees, and for services performed associated with the divestiture of the Company’s
Infrastructure Services business, representing 22% of the total audit-related fees.

Tax Fees as of the fiscal years ended September 26, 2008 and September 28, 2007 were for tax.
compliance services. .. -
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None of the services described above was approved by. the Audit Committee under the de minimus |
exception provided by Rule 2-01(0)(7)(1)(C) under Regulanon §-X. .o T

Policy on Audit Committee Pre- Approval of Audlt and Permtssnble Non- Aud:t Services of Independent
Auditors

[n March 2004, the Audit Committee adopted a pre- approval policy that provides gmdelmes for
the audit, audit-related, tax and other permissible non-audit services that may be provided by the
independent auditors. The policy identifies the guiding principles that must be consideréd by the Audit
Committee in approving scrvices to ensure that the auditors’ independence is not impaired. The policy
provides that the Corporate Controller will support the Audit Committee by providing a list of
proposed services to the Committee, monitoring the services and fecs pre-approved by the Committee,
providing periodic reports to the Audit Committee with respect to pre-approved services, and ensuring
compliance with the policy. .

~Under the policy, the Audit Committee annually pre-approves the audit fee and terms of the
engagement, as set forth in the engagement letter. This approval includes approval of a specified list of
audit, audit-related and tax services. Any service not included in the specified list of services must be
submitted to the Audit Committee for pre-approval. No service may extend for more than 12 months,
unless the Audit Committee specifically provides for a different period. The independent auditor may
not begin work on any engagement without confirmation of Audit Committee pre-approval from the-
Corporate Controller or his or her delegate.

In accordance with the pollcy, the Chair of the Audit Committee has been delegated the- authorlty
by the Committee to pre-approve the engagement of the independent auditors when.the entire

Committee is unable to do so. The Chalr must rcport all such pre-approvals to the Audlt Committee at
the next Commlttee meeting. :

PROPOSAL NUMBER THREE——APPROVAL OF THE AMENDMENT AND RESTATEMENT OF
THE TYCO 2004 STOCK AND INCENTIVE PLAN

Our shareholders are being asked to consider and vote on a proposal to amend and restate {the -
“Amendments”}) the Tyco International Ltd. 2004 Stock and Incentive Plan (the “Plan”). The
Amendment of the Plan was approved by our Board of Directors on January 14, subject to the
approval of shareholders. Approval of the Amendments to'the Plan requires the affirmative voteeof a
majority of the common shares represented in person or by. proxy at the Annual General Meeting y

*»

' Awards under the current Plan may be structured to quallfy as “performance-based compensatlon
that is exempt from the $1 mllllon limit on tax-deductible compensation imposed by Section 162(m) of
the Internal Revenue Code. To satisfy the requirements that apply fo performance-based compensanon,
and continue the ability to grant performance-based compensauon awards, we are requesting
shareholder re-approval of the performance measures described in the Plan, which must occur:no later
than the first shareholder meeting that occurs in the fifth year following the year in which shareholders
previously approved the performance measures, which in Tyco’s case was 2004, If shareholders approve
the Amendments to the Plan, it will be effective as of January 1, 2009. If shareholders do not approve
the Amendments to the Plan, the Amendments will have no cffect In such a case, awards may
continne to be granted under the Plan as it currently exists without amendment, but Tyco will
thereafter be unable to structure certain awards to be exempt from the limitation on tax deductible -
compensation of $1 million.
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- The Plan, as amended and restated, would provide benefits that are substantially similar to those
provided under the current Plan. No additional shares are being authorized under the amended and
restated Plan. The principal changes to the current Plan are:

* the express inctusion of working caplta] days and customer attrition rates as performance
measures under the Plan;

"* the mclusmn of additional types of equity-based awards (in addition to DSUs) that niay be used
as a ‘component of the annual remuneration of directors; and

[

. . * clarification that-for performance cycles longer than 12 months, the maximum amount that may
be paid in respect of any 12 month period for either a Short-Term Performance Bonus or a
Long-Term Performance Award paid in Performance Units during such cycle is $5 million,
regardless of when the amount is actually paid out. '

The following is a more detailed summary of the principal changes to the Plan described above.
This summary is qualified in its entirety by reference to the complete text of the Plan, as proposed: to
be. amended and restated, which is attached hereto as Appendix A. To the extent that there is-a conflict
between -this summary and the Plan, the terms of the Plan will govern. Any capitalized terms that are
used but not defined in-this summary have the meaning given-to them in the Plan.

Performance Measures. - . ‘ .

The Plan provides for Short-Term Performance Bonuses that may be granted in the form of cash
or.common shares.and Long-Term Performance Awards that may be granted in the form of
Performance Units, Restricted Units or Restricted Stock. Short-Term Performance Bonuses and Long
Term-Performance Awards may be awarded to any Reporting Persons selected by the Committee. The
Committee, in its discretion and as set forth in the Award Certificate, will fix the amount, terms and
conditions of Short-Term Performance Bonuses and Long-Term Performance Awards subject to the
requirements in the Plan.

Among other requirements, within 90 days of the commencement of a Performance Cycle, the
Committee must establish the Performance Measures applicable to the performance based Award.
Specifically, the Target Amount of any Short-Term Performance Bonus or any Performance Units that
are granted as a Long-Term Performance Award and the Target Vesting Percentage of any Restricted
Unit or Share of Restricted Stock that is granted as a Long-Term Performance Award will be
determined by reference to the level of performance attained in relation to one or more Performance
Measures selected by the Committee. The Performance Measures that the Committee may select under
the Plan have not substantially changed since the Plan was last approved by shareholders, although
express Performance Measures related to working capital days and customer attrition rates have been
included in'the list. The Performance Measures consist of any one or combination of the following:

. * Net operating profit after taxes,
* Net bperating profit after taxes, per Share;
+ Return on invested capital;
* Return on assets or net assets;
*» Total sharehdider return;
* Relative total shareholder return (as compared with a peer group of the Company);
* Earnings before income taxes;
* Earnings per Share;

s Net income;
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¢ Free cash flow; .o
* Free cash flow per Share;

»» Revenue (or any component thereof) N
e Revenue growth o '

. Workmg capital days; or Coen ot v e .
« Subscriber attrition for seeurity services. - 7
In applying Performance Measures, the Committee may, in its discretion, exclude, within the
first 90 days of the Performance Cycle, unusual or infrequently occurring charges, the cumulative effect
of changes in, the law, regulatlons or accounting treatment, and may determine at the time of grant to
exclude other items, €ach in accordanee with GAAP (to the extent apphcable) and as identified in the
financial statements notes to the fi nancral statements or discussion and analysrs of management J
N N ! 1 l. . . L LI ’ . N . i r o ’ pJ
Limitation on Awards. )
Under the current Plan, the maximum amount that may be paid in cash or common shares to any
one employee pursuant to Short-Term Performance Bonuses or Long Term Performance Awards for any
Performance Cycle of 12 months is $5 mjllion. We are proposing to amend the Plan to clarify that the
maximum amount that may be paid in ¢ash or Shares in respect of such’ Awards for Performance
Cycles of’ more than 12 month be $5 million per year, adjusted proportronal]y to reflect the actual
length of ihe Performance Cycle, and régardless of when'the Award is actually pald Thrs adjustment
will permlt payouts of more than $5 million in a 12 month period in respect of overlappmg
Performance Cycles, but will continue to limit the amount that may be earned in respect of any
12-month period to $5 million,

" i ala R A 4

DirectorAwardS' : o e C P

As part of the Amendment we are proposnng to change the types of equity that may be used for
Directors annual remuneration. Under the Current plan, dlrectors receive Awards consisting of
Deferred Stock Units on the first day of the fiscal year. ‘The value of these Awards are determined by
the Board in advance of the grant, but may not exceéd $200 000, based upon the aggregate Fair Markeét
Value of the underlying common shares as determmed on the date of grant. In the past, directors have
received an annual Deferred Stock Unii Award w1th a Falr Market ‘Value equal to approximately
$120,000. As part of the Amendment, we' are proposmg to broadén the forms of equity that may be
used in connection with directors’ annual remuneration. We are proposing that the types of Awards
that may be used include Shares, Stock Options, Restricted Stock; Restricted Units and/or Deferred
Stock Uuits, or any combination thereof. This change will provide the Board with maximum flexibility
in determining what form' of equity to use for director remunetation. Awards granted to directors
under the Plan will be subject to any vesting schedule that the Commlttee may determine and set forth
in the Award Certificate. - ~ oo o : oo ' "

The Board recommends that shareholders vote FOR proposai niimber three.
. R - o .‘ ot N .

[ -
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OTHER MATTERS
Costs of Solicitation ‘ -

The cost of solicitation of proxies will be paid by Tyeo. Tyco has-engaged MacKenzie Partners, Inc.
as the proxy solicitor for the Annual General Meeting for an approximate fee of $9,500. In addition to
the use of the mails, certain Directors, officers or employees of Tyco may solicit proxies by telephone
or personal contact. Upon request, Tyco will reimburse brokers, dealers, banks and trustees or their
nominees for reasonable expenses incurred by them in forwarding proxy materlals to beneficial owners
of common shares

t

Presentation of Financial Statements

In atcordance with Sectlon 84 of the Companles Act 1981 of Bermuda Tyco’s, audited consohdated
financial statements for the fiscal year ended September 26, 2008 will bé presented at the Annual
General Meetmg These statements have been approved by Tyco s Board. Thére is no requ1rement
under Bermuda law that these statements be approved by shareholders, and no such approval will be
sought at the Annual General Meeting.

T . oL SR ‘ . '

Reglstered and Prmcrpal Executlve Offices ‘ ' ’ R i i

The registered and pnnc1pal executlve offices of Tyco are focated at Second Floor, 90 Pltts Bay
Road, Pembroke HM 08, Bermuda The telephone number there is (441) 298-9732. If the proposals
regarding Tyco’s change of domicile to Switzerland are approved by shareholders at the Spec1al General
Meeting scheduled to occur rmmedlately after the Annual General Meetmg, Tyco’s reglstered address
would become Freler Platz 10, 8200 Schaffhausen Switzerland

e

Shareholder Proposals for the 2010 Annual General Meeting

In accordance with the rules established by the SEC, as well as under the provisions of the
Amended and Restated Bye-laws, any shareholder proposal submitted pursuant to Rule 14a-8 under
the Securities Exchange Act of 1934 (the “Exchange Act”) intended for inclusion in the Proxy
Statement for hext § year’s annual general meeting of shareholders must be received by Tyco no later.
than September 23, 2009. Such proposals should be sent to Tyco’s Secretary at our registered address,
which prior to the change of domicile is Second Floor, 90 Pitts Bay Road Pembroke HM 08, Bermuda.
If the change.of domicile is approved, our regrstered address will become Freier Platz 10 8200
Schaffhausen, Switzerland. To be included in the Proxy Statement, the proposal must comply with the )
requirements as to form and substance established by the SEC and our Amended and Restated
Bye-laws, and must be a proper sub]ect for shdreholder action under Bermuda law ‘

A shareholder may otherwise propose business for consideration or nominate persons for election
to the Board in compliance with U.S. federal proxy.rules, Bermuda law and other legal requirements, .
without seeking to have the proposal included in Tyco’s proxy statement pursuant to Rule 14a-8 under.
the Exchange Act. Bermuda law provides that only Tyco shareholders holding not less than 5% of the
total voting rights or 100 or more registered Tyco sharcholders together may require a proposal to,be
submitted to an Annual General Meeting. Generally, notice of such a proposal must be deposited at
the registered office of Tyco not less than six weeks before the date of the meeting; unless the meeting
is subsequently called for a date six weeks or less after the notice has been deposited. Under
Rule 14a-4 under the Exchange Act, proxies may be voted on matters properly brought before a
meeting under these procedures in the discretion of the Chairman without additional proxy statement
disclosure about the matter unless Tyco is notified about the matter at least 45 days before the first
anniversary of the date on which this proxy statement is first mailed to shareholders and the
proponents otherwise satisfy the requirements of Rule 14a-4. The deadline under Rule 14a-4 for next
year's meeting is December 7, 2009.
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United States Securities and Exchange Commission'Reports

Copies of our Annual Report on Form 10-K for the fiscal year ended Septemher 26, 2008, as filed
with the SEC (without exhibits), are available to shareholders free of charge on ‘our website at
www.tyco.com or by writing to Attn: Tyco Shareholder Services, Tyco International Ltd., 90 Pitts Bay
Road, Second Floor Pembroke HM 08, Bermuda. If the change of domicile is approved at the Special
General Meeting on March 12, 2009, copies can be obtained by writing to Attn: 'cho Shareholder
Senrlces, ’l}’co Internatmnal Ltd Freler P!atz 10 8200 Schaﬂ'hausen, Switzerland. )

* .
R * N e’ + . ‘a

General

.y - t
R P : . R . ! L 1 PO . .

The enclosed proxy is solicited on behalf of Tyco’s Board. Unless otherwise difected, proxies held
by the Chief Executive Officeror, Chief Financial Officer will be voted at the Annual Generat Meeting
(or an adjournment.or postponement thereof), FOR the election-of all 111 nominees to: the Board-of .
Directors'named on. the proxy card; FOR the re-appointment of the independent auditors and
authorizing the Audit Committee of the Board to set their remuneration; and FOR the amendments to:
the Company’s 2004 Stock and Incentive Plan. If any matter other than those described in this Proxy
Statement properly comes before the Annual General Meeting, or with respect to any adjournment or
postponement thereof, the Chlef Executive Officer or Chief Financial Officer will vote the common
shares represented by such prox1es in 5ac:c:ordam::e with’his dlscretlon '

W

-+

e 2009 Proxy Statement 63



TYCO INTERNATIONAL LTD.
2004 STOCK AND INCENTIVE.PLAN |
(AMENDED AND RESTATED AS OF JANUARY l 2009)

ST . ARTICLEI .- Lo . ,
o “ PURPOSE .+« " or = o .

1.1 Purpose The purposes of this Tyco Internatlonal Ltd. 2004 Stock and Tncentive Plan (the
“Plan”) are to promote the interests of Tyco International Ltd. (and any succéssor thereto) by (i) aiding
in the recruitment and retention of Directors and Employees, (ii) providing incentives to such Directors
and Employees by means of performance-related incentives to achieve short-term and long-term
performance goals, (iii) providing Directors and Employees ati opportunity to participate in the growth
and financial success of the Company, and (iv) promoting the growth and success of the Company’s
business by aligning the financial interests of Directors and Employees with that of the other
stockholders of the Company. Toward these objectives, the Plan provides for the grant of Stock:
Options, Stock Appreciation Rights, Short-Term Performance Bonuses Long’Iérm Performance Awards
and:other Stock-Based Awards. ' - - S e :

1'2 E_ﬁ‘ecnve Date; Shareholder Apprbi)'al Effective Date of the Ah"tended and Restd!‘ed Plan. The
Plan, as originally approved by the Company’s shareholders on March 25, 2004, was efféctive as of
January 1, 2004. The effective date of this Amended and Restatéd Plan is January 1, 2009.

ARTICLE I}
DEFINITIONS

For purposes of the Plan, the following terms have the following meanings, unless another
definition is clearly indicated by particular usage and context:

“Aequired Company” means any business, corporation or other entity acquired by the
Company or any Subsidiary.

“Acquired Grantee” means the grantee of a stock-based award of an Acquired Company and
may include a current or former Director of an Acquired Company.

“Award” means any form of incentive or performance award granted under the Plan, whether
singly or in combination, to a Participant by the Committee pursuant to any terms and conditions
that the Committee may establish and set forth in the applicable Award Certificate. Awards
granted under the Plan may consist of:

(a) “Srock Options” awarded pursuant to Section 4.3;

(b) “Stock Appreciation Rights” awarded pursuant to Section 4.3;

(c) “Short-Term Performance Bonnses” awarded pursuant to Section 4.4;
(d) “Long-Term Performance Awards” awarded pursuant to Scction 4.5;
(e¢) “Other Stock-Based Awards” awarded pursuant to Section 4.6;

(f) “Director Awards” awarded pursuant to Section 4.7; and

(g) “Substitute Awards” awarded pursuant to Section 4.8.

“Award Certificate” means the document issued, either in writing or an electronic medium, by
the Committee to a Participant evidencing the grant of an Award.

“Board” means the Board of Directors of the Company.
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“Cause” means misconduct that is w:llfully or wantonly harmful to the Company or any of its
Submdlarles, monetarily or otherwise. . ' .

- “Change in Control” means the first to occur of any of the following events:

(a) any “person” (as defined in Sect1on 13(d) and 14(d) of the Exchange Act), excluding
for this purpose, (i) the Company or any Subsidiary or (ii) any employee benefit plan of the
Company or any Subsidiary (or any person or entity-organized, appointed or established by
the Company for or pursuant to the terms of any such plan that acquires beneficial ownershlp
of. voting securities of the Company),.is or becomes the “beneficial owner” (as defmed in
Rule 13d-3 under the Exchange Act) directly or indirectly of securities of the Company
representing more than 30 percent of the combined voting power of the Company’s then
outstanding securities; provided, however, that no 'Change in-Control will be deemed to have
occurred as a result of a change in ownership percentage resulting solely from an acquisition
of securities by the Company; or .

(b) persons who, as of the Effective Date of the Amended and Restated Plan constitute
the Board (the. “Incumbent: Directors”) cease for any reason (including without limitation, as a
result of a tender offer; proxy contest,ymerger or similar transaction) to constitute at least a
majority thereof, provided that any person becoming a Director of the Company subsequent
to the Effective Date of the Amended and Restated Plan shall be considered an Incumbent
Director if such person’s election or nomination for election was approved. by a vote of at
least 50 percent of the Incumbent Dlrectors but prowcled further, that any such person whose
initial ‘assumption of office is in connectlon with an actual or threatened proxy contest relating
to the election of members of the Board or other actual or threatened solicitation of proxies
or consents by or on behalf of a “person” (as defined in Section 13(d) and 14(d) of the
Exchange Act) other than the Board, including by reason of agreement intended to avoid or
scttle any such actual or threatened contest or solicitation, shall not be considered an
Incumbent Director; or . - .

(c) consummation of a reorganization, merger or consolidation or sale or other

. disposition of at least 80-percent of the assets of the Company (a *Business Combination”), in
each case, unless, following such Business Combination, all or substantially all of the
individuals and, entities who were the beneficial owners of outstanding voting securities of the
Company 1mmed1ately prior to such Business Combination beneficially own dlreetly or
indirectly more than 50 percent of the combined voting power of the then outstandmg voting
securities entitled to vote generally in the election of directors, of the company resulting from
such Business Combination (including, without limitation, a company whi¢h, as a result of
such transaction, owns the Company or all or substantially all of the Company’s assets either
directly or through one or more Subsidiaries) in substantially. the same proportions as their
ownership, immediately prior to such Business Combination, of the outstanding voting
securities of the Company; or

(d) ‘approval by the stockholders of the Company of a complete llquldatlon or dlSSOluthI‘l
of the Company.

v [

“Change in Cantrol Tennmanon shall mean an Employee’s Involuntary Termmatlon that
oceurs during the ‘period beginning 60 days prior to.the date of a Change ln Control and ending
two years after the date of such Change in Control.

“Code” means the United States Internal Revenue Code of 1986, as amended.

“Committee” means the Compensation and Human Resources Committee of the Board or any
successor committee or subcommittee of the Board, which Committee is comprised solely of two
or more persons who are outside directors within the meaning of Code Section 162(m){4)(C)(i)
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. i and the applicable regulations and non-employee directors” within the meaning of
‘Rule 16b- 3(b)(3) under the Exchange Act. | ke v e

“Common Stock” means .the common stock of the Company and such other securities or
_ property as may become subject to Awards pursuant to an ad]ustment made under Sections 5.3
and 5.4 of the Plan. o :

v “Company means Tyco Internatlonal Ltd. ,,or any $uccessor thereto.

! 0

“Defened Stock Unit” means a Unit granted urider Section 4.6 or 4.7 to acqulre Shares upon
Termmatlon of Emp]oyment or Termmatron of Dlrectorshrp, sub]ect to any restrrctrons that the
Commlttee m its drscretlon may determme

s b ¥

» “Dzrector means a member of the Board who isa non-employee director” within the
1-meaning of Rule 16b-3(b)(3) under. the Exchange Act: .

“Disabled” or “Disability” means the inability of the Director or Employée‘ to perform the
vmaterial duties pertaining to such Director’s directorship or such Employee’s employment due to a
«. physical or mental injury, infirmity or incapacity for 180-days (including. weekends and holidays) in

: any 365-day. period.. The existence or nonexistence of a Disability shall be determined by an
.independent physician selected by the Company and reasonably acceptable to the Director or
Employeev‘ : "*’."..r.- R

“Dividend Eqmvalent means an amount equal to the cash dlvrdend or the Fair Market Value
of the stock dividend'that would bé pald on, each Share underlylng an Award if the Share were
i duly 1ssued and outqtandmg on the date on. whlch the dmdend is payable :

’

PR -

“Effectwe Date” means January 1; 2004, i Y

P “Eﬁectzve Date of the Amended and Resmted Plan means January'1, 2009 o .
“Employee means any 1nd1v1dual who performs services as an offrcer or employee of the
Company ora Subsrdlary

R “Exchange Act? means the ‘United. States Securltles Exchange*Act of'1934 as amended.

‘ “Exerczse Pnce means the price | of a Share as ftxed by the- Commlttee which may be
purchased under a Stock Optlon or with reSpect to_ which” the amount of any paymerit pursuant to
a Stock Apprematlon Rrght is determmed o

[ R e e

- “Fa:r Market Value” of a Share means the. ciosmg sales price on the New York Stock Exchange
on the.date as of which-the determination-of Fair Market Value is being made or, if.no sale is
- -reported for such_day, on the -next preceding day on which a.sale of Shares was reported.
Notwithstanding anything to the contrary herein; the Fair Market Value of a Share will in no event
be determined to be less than par value: . .-~ - o o S '

. “Fair Market Value Stock Option” means a Stock Option the Exermse Pricé of which is fixed by
. - the :Committee dt a price* equal to the Fair:Market Value of a Share on the date of grant.

-

“GAAP” means United States generaily accepted accounting principles.

) “Incemtve Stock Optron means a Stock Optlon granted under Section 433 of the Plan that
‘meéts the requrrements of Code Section 422 aid any related regulatlons and i is desrgnated 1n the
Award Certificate to be an Incentive Stock Option. '

“Involuntary, Tefrnination” tneans a Termination of Employment of the Participant initiated by
~, the-Company or a Subsidiary-for any reason other. than Cause, Disability-or death.

L. g v ‘ . . o . LR
v AL - [P . L r .
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“Key Employee” means an Employee who is a “covered employee” within the meaning of
Code Section 162(m)(3).

“Long-Term Performance Award” means an Award grantcd under Section 4.5 of the Plan that
is paid solely on account of the attainment of a specified performance target in relation to one or
more Performance Measures.

“Non-Employee Director” means any member of the Board, elected or appointed, who is not
otherwise an Employee of the Company or a Subsidiary. An individual who is elected to the Board
at an annual meeting of the stockholders of the. Company will be deemed to be a member of the
Board as of the date of the meeting. : ;

“Nonqualified Stock Option” means any Stock Option granted under Section 4.3 of the Plan
that is not an Incentive Stock Option. . -

“Normal Retirement” means Termination of Employment on or after a Participant has attained
-age 60, provided that the sum of the Participant’s age and years of service with the Company is 70
or higher.

“Participant” means a Director, Employee or Acquired Grantee who has been granted an
Award under the Plan.

“Performance Cycle” means, with respect to any Award that vests based on Performance
Measures, the period of no less than six months over which the level of performance will be .
‘assessed. The first Performancé Cycle under the Plan will begin on such date ‘as is set by the
Committee, in its discretion.

“Performance Measure” means, with respect to any Short-Term Performance Bonus ar
Long-Term Performance Award, the business criteria selected by the Committee to measure the
level of performance of the Company during the Performance Cycle. The Committee may select as
the Performance Measure for a Performance Cycle any one or a combination of the following
Company measures, as interpreted by the Committee, which measures (to the extent applicable)
will be determined in accordance with GAAP:

(a) Net operating profit after taxes; '

(b) i;Ie't operating profit after taxes, per Share;

{c). Return on invested capital; |

(d) Return on assets or net assets; - <

(e) Total shareholder return; _

(f) Relative total shareholder return (as compared with a peer group of the Company);
(g) Earnings before income faxes; ‘

(h) Earn'ings per Srhare; |

(i) Net income; .

(i} Free cash flow; : .

(k) Free cash flow per Share; : ‘
‘(l) Revenue (or any. component the_reof)i'
(m) Revenue growth;

(n) Working capital days; or
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+ .+ (o) Subsctiber attrition for security services.. _
. " . LY
“Perfonnance Unit” means a Long-Term Performance Award denominatéd in dollar Units.

' “Plan means, the Tyco Internatronal Ltd 2004 Stock and Incentwe Plan, as it may be
amendeéd from time to time. -

“Premium- Pnced Stock Optzon means a Stock Option, the Exercise Price of which is flxed by
" the Commrttee at a prrce that exceeds the Fair Market Value of a Share on the date of grant,

4
oo “Reporrmg Person’”, means a Dlrector or an¢ Employee who is subject to.the reportmg A
requirements of Section 16(a) of the Exchange Act. . S e

““Restricted Stock” means-Shares issued. pursuant to Section 4.6 that are subject torany
restrictions that the Committee, in its discretion, may impose.

2t . YRestricted Uriit” means a Unit granted under Section 4.6 to acquire Shates-or an equivalent
7% .amount-in cash, which Unit is subject to any restrictions that the Committee, in its discretion, may
impose. :

“Securities Act’? means._the United States Securities Act of 1933, -as amended. |

' . - ’

“Share” means a share of Common Stock.

*‘Shon‘ Term Perfonnance Bonus means an Award of cash or Shares granted under Sectlon 4.4
of the Plan that is paid solely on ‘account of the’ attalnment of a specified performdnce target in
relatron t& one or more Performance Measures.

“Stock Apprecratwn Right” means a right granted under Section 4.3 of the Plan in an amount

in cash or Sharés equal to any dlfference between the Fair Market Value of the Shares ‘as of the
) date on which thé right is exerc1sedand the Exeruse Price, where the number of shares sub_]ect to
" " each Stoek Apprecranon R1ght is set forth on oF before the grant date '

“Stock:Based Award” means.an. Award granted under Séction 4.6 of the Plan and~ denommated
in Shares. : ‘ o

“Stock Option” means a right granted under Section 4.3 of thePlan to purchase from the
Company a stated number of Shares at a specified price. Stock Options awarded under the Plan
may be in the form of Incentive Stock Optlons or Nonquallﬁed Stock Optlons

“Subsidiary” means a subsidiary company of the Company; provided, that in 1 the case of any
Award that provides deferred compensation subject to Code Section 409A, “Subsidiary” shall not
include any subsidiary company as defined above unless such company is within a controlled group
of corporations with the Company as defined in Code Sections 1563(a)(1) (2) and (3) where the

{«phrase’ $‘at least 50%" is substitutéd in each place “at least 80%” appears or is with the Company
part of a group of trades or businesses under common control as defined in Code Section 414(c)
and Treas. Reg. § 1.414(c)-2 where the phrase “at least 50%" is substituted in each place ““at least
80%” appears, provided, however, that when the relevant determination is to be'based upon
legitimate business criteria (as described in Treas. Reg. § 1.409A- 1(b)(5)(111)(E) and
§ 1.409A-1(h)(3)), the phrase “at least 20%” shall be substituted in cach place “at least 80%”
appears as described above with respect to both a controlled group of .corporations ‘and a group of
trades or business under common control.

“Target Amount” means a target Award under this Plan if the relevant Performance Measure
is fully (100%) attained, as determined by the Committee! '
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“Target Vesting Percentage” means the percentage of performance-based Restricted Units or
Shares of Restricted Stock that will vest if the Performance Measure is fully (100%) attained, as
determined by the Committee. .

“Termination of Directorship” means the date of cessation of a Director's membership on the
Board for any reason, with or without Cause, as determined by the Company.

“Termination of Employment” means the date of cessation of an Employee’s employment
relationship with the Company or a Subsrdrary for any reason, with or without Cause, as
determined by the Company S '

“Unif” means, for purposes of Performance Units, the potential right to an Award equal to a
specified amount denominated in such form as is deemed appropriate in the discretion of the
~+Committee and, for purposes of Restricted Units or Deferred Stock Units, the potential right to

acquire one Share.

ARTICLE III
ADMINISTRATION

3.1 Cormittee. The Plan will be administered by the Committee.

3.2 Authority of the. Committee. The Committee or, to the extent required by apphcable law, the
Board, wili have the authorlty, in its sole and absolute discretion and subject to the terms of the Plan,
to:

(a) Interpret and administer the Plan and any instrument or agreement relating to the Plan;

(b) Prescribe the rules and regulations that it deems necessary for the proper operation and
administration of the Plan, and amend or rescmd any existing rules or regulations relating to the
Plan; i

(c) Select Employees to receive Awards under the Plan;

(d) Determme the form of an Award, the number of Shargs subject to each Award, all the
terms and conditions of an Award, ‘including, without lrmltatlon the conditions on exercise or
vesting, the designation of Stock Options as Incentive Stock Opt:ons or Nonqualified Stock
Options, and the circumstances in which an Award may be settled in cash or Shares or may be
cancelled, forfeited or suspended, and the terms of the Award Certificate;

(é) Determine whether Args'ards will be granted singly, in combination or in tandem;

(f) Establish and interpret Performance Measures in connection with Short-Term
Performance Bonuses and Long-Term Performance Awards, evaluate the level of performance over
a Performarice Cycle and certify the level of performance attained with respect to Performance
Measures '

(g) Except as provided in Sectlon 6.1, waive or amend any terms, condmons restriction or
limitation on an Award, except that the prohibition on the repricing of Stock Options and Stock
Appreciation Rights, as described in Section 4.3(g)}, may not be waived and further provided that
any such waiver or amendment shall either comply with the requirements of Section 409A or
preserve any exemption from the application of Code Section 409A;

(h) Make any adjustments to the Plan (including but not limited to adjustment of the number
of Shares available under the Plan or any Award) and any Award granted under the Plan as may
be appropriate putsuant to Sections 5. 3and 5.4; .
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(i) Determine and set forth in the applicable Award -Certificate-the circumstances under
which Awards may be deferred and the extent to which a deferral will be credited with Dividend
Equivalents and interest thereon; “ : '

(j) Determine whether a Nonqualified Stock Option.or Restricted Share may be trausferable
to family members, a family trust or a family partnership; :

(k)  Establish any subplans and make any modifications to the Plan or to Awards made
hereunder (including the establishment of terms and conditions not otherwise inconsistent with the
terms of the Plan) that the Committee may determine to be necessary or advisable for grants
made in countries outside the United States to comply with, or to achieve favorab]e tax treatment
under, applicable foreign laws or regulations;

() Appoint such agents as it shall deem appropriate for proper administration of the Plan;
and S :

(m) Take any and all other actions it deems necessary or advisable for the proper operation or
administration of the Plan.

3.3 Effect of Determinations.  All determinations of the Committee will be final, bmdmg and
concluswe on all persons having an interest in the Plan.’

3.4 Delegation of Authority. The Board or, if permitted under applicable corporate law, the
Committee, in its discretion and consistent with applicable law and regulations, may delegate to the
Chief Executive Officer of the Company or any other officer or group of officers as it deems to be
advisable, the authority to select-Employees to receive an Award and to determine the number of
Shares under any such Award, subject to any terms and conditions that the Board or the Committee
may establish. When the Board or the Committee delegates authority pufsuant to the foregoing
sentence, it will limit, in its discretion, the number of Shares or aggregate value that may be subjéct to
Awards that the delegate may grant. Only the Committee will have authority to grant and administer
Awards to Directors, Key Employees and other Reporting Persons or to delegates of the Committee,
and to establish and certify Performance Measures. Should the Chief Executive Officer of the Company
or any other officer or group of officérs act under such delegation, he, she, or they shall report the
nature and scope of such Awards granted under such delegation to the Board, or the Committee,
whichever has delegated such authority, at the next regularly scheduled meeting of the Board or the
Committee, as the case may be. ' )

3.5 Employment of Advisors. The Committee may employ attorneys consultants, accountants and
other advisors, and the Committee, the Company and the officers and directors of the Company may
rely upon the advice, opmlons or valuations of the advisors so employed : .

3.6 No Liability. No member of _the Committee or any person acting as a delegaté of the
Committee with respect to the Plan will be liable for any losses resulting from any action,
interpretation or construction made in good faith with respect to the Plan or any Award granted under
the Pian. o -

1o " ARTICLE IV
- AWARDS

4.1 Eligibility. All Participants and Employees are eligible to be designétéd to receive Awards
granted under the Plan, except as otherwise provided in this Article IV.

4.2 Form of Awards. Awards will be in the form determined by the Committee, in its discretion,
and will be evidenced by an Award Certificate. Awards may be granted singly or in combination or in
tandem with other Awards.
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+ 4.3  Stock Options and Stock Appreciation ‘Rights. The Committee may grant Stock Options and
Stock Appreciation Rights under the Plan to those Employees whom the Committee may from time to
time select, in the amounts and pursuant to the other terms and conditions that the Committee, in its
discretion, may determine and set forth in the Award Certificate, subject to the provisions below:

(a) Form. Stock Optlons granted under the Plan will, at the discretion of the Committee
. and as set forth in the Award Certificate, be in the form of Incentive Stock Options, Nonqualified
. Stock Options or a combmatlon of the two. If an Incentive Stock Option and a Nonqualified Stock
Opuon are granted to the’ same Participant under the Plan at the same time, the form of, each will
be clearly identified, and they will be deemed to have been granted in separate grants. In no event
will the exercise of one Award affect the right to exercise the other ‘Award. Stock Appreciation
"Rights may be granted either alone or in connection with concurrcm]y or. previously granted
Nonquahf:ed Stock Options.

(b) Exerase Price.  The Committee will set the Exercise Price of Fair Market Value Stock
Optlons or Stock Appreciation Rights granted under the Plan at a price that is equa] to the Fair
Market' Value of a Share on' the date of grant, subject to adjustment as provided in Sections 5.3
and 5.4. The Committee will set the Exercise Price of Premium-Priced Stock Options at a price
that i is h:ghcr than the Fair Market Value of a Share as of the daté of grant, provided that such
price is rio higher than 150 percent of such Fair Market Value. The 'Exercise Price of Incentive
Stock Options will be equal to or greater than 110 percent of the Fair Market Value of a Share as
of the date of grant if the Participant receiving the Stock Options owns stock possessing more than
10 percent of the total combined voting power of all classes of stock of the Company or any
Subsidiary, as defined in Code Section 424. The Exercise Price of a Stock Appreciation Right
granted in tandem with a Stock Option will equal the Exercise Price of the related Stock Option.
The Committee will set forth the Exercise Price of a Stock Option or Stock Appreciation Right in
the Award Certificate. Stock Options granted under the Plan will, at the discretion of the
Committee and as set forth in the Award Certificate, be Fair Market Value Stock Options,
Premium-Priced Stock Options or a combination of Fair Market Value Stock Options and
Premium-Priced Stock Options.

(c) Termi and Timing of Exercise. Each Stock Option or Stock Appreciation Right granted
under the Plan will be exercisable in whole or in part, subjcct to the following conditions, unless
. determmed otherwise by the Committee: . .

(1) The Committee will determine and set forth in the Award Certificate the date on
which any Award of Stock Options or Stock Appreciation Rights to a Participant may first be
exercised. Unless the applicable Award Certificate provides otherwise, a Stock Option or

- Stock Appreciation Right will become exercisable in equal annual installments over :a period

. of four years beginning immediately after the date on which the Stock Option or Stock

"“Appreciation Right was granted; and will lapse 10 years after the date of grant; except as
otherwise provided herein. - C .

(ii) Unless the applicable Award Certificate provides otherwise, upon the death,
Disability or Normal Retirement of a Participant who has outstanding Stock Options or Stock
Appreciation Rights, the-unvested Stock Options or-Stock Appreciation Rights will vest.
Unless the applicable Award Certificate provides otherwise, the. Participant’s Stock Options
and Stock Appreciation Rights will lapse, and will not thereafter be excrcisable, upon the
earlier of (A) their original expiration date or (B} the date that is threec years after the date
on which the Participant.dies, incurs a Disability or incurs a Normal Retirement.

(iii) Unless the applicable Award Certificate provides otherwise, upon the Termination of
Employment of a Participant for any reason other than the Participant’s death, Disability or
Normal Retirement or due to a Change in Control, if the Participant has attained age 55, and

A-8 2009 Proxy Statemient




the sum of the Participant’s age and years of service with the Company is 60. or higher, a pro-
rata portion of the Participant’s Stock Options and Stock Appreciation Rights will vest so that’
the total number of vested Stock Options or Stock Appreciation Rights held by the Participant
at Termination of Employment (including those that have already vested as of such date) will
be equal to (A) the total number of Stock Options or Stock Appreciation Rights originally
granted to the Participant under each Award multiplied by (ii) a fraction, the numerator,_of
which is the period ‘of time (in whole months) that have elapsed since the date of grant, and
the denominator of which is four years (or such other applicable’ vestmg term as is set forth in
the Award Certificate), Unless the Award Certifi cate provides otherwise, such’ Participant’s
Stock Options and Stock Appreciation Rights will lapse, and will not thereafter be exercisable,
upon the earlier of (A) their original expiration date or (B) the date that is three years after

the date of Termination of Employment. | .

(iv) Upon the Termination of Employment of a Participant that does not meet the
requnremcnts of paragraphs (ii) or (iii) above, any unvested Stock Options or Stock
Appreciation Rights will be forfeited unless the Award Certificate, provides otherwwe Any
Stock Options or Stock’ Apprec1at10n Rights that are vested as of such Termination of
Employment will lapse, and will not thereafter be exerc1sab[e upon the earlicr of (A) their
original expiration date or (B) the date that is six months after the date of such Termination

of Employment, unless the Award Certificate prowdes otherwnse

(v) Stock Options and Stock’ AppreCIatlon Rights of a deceased Participant may be
exercised only by the estate of the Participant or by the person given:authority to exercise the
Stock Options or Stock Appreciation Rights by the Participant’s will or by operation of law. If
a Stock Option or Stock Appreciation Right is exercised by the executor.or administrator of a
deceased Participant, or by the person or persons to whom the Stock Option or Stock
Appreciation Right has been transferred by the Participant’s will or the applicable laws of
descent and distribution, the Company will be under no obligation to deliver Shares or cash
until the Company is satisfied that the person exercising the Stock Option or Stock:
Appreciation Right is the duly appointed executor or administrator of the deceased Participant
or the person to whom the Stock Option or Stock Apprecmtlon Right has been transferred by
the Participant’s will or by appllcable laws of descent and distribution.

(vi) A Stock Appreciation Right granted in tandem with a.Stock Option is subject to the
same terms and conditions as the related Stock Option and will be exercisable only to the
extent that the related Stock Option is exerc1sable

(d) Payment of Exercise Price. The ExerCISe Price of .a Stock Optlon must be pa:d in full
when the Stock Option is exercised. Stock: certificates will beiregistered and delivered enly upon
receipt of payment. Payment of the Exercise Price may be made in cash or by certified check, bank
draft, wire transfer, or postal or express money order, provided that the format is approved by the
Company or a designated third-party administrator. The Committeg, in its discretion may also
allow payment to be made by any of the following methods, as set forth in the Award Certificate:

(i) Delivering a properly executed exercise notice to the Company or its.agent, together
with irrevocable instructions to a broker to deliver to the Company, within the typical
settlement cycle for the sale of equity securities on the relevant trading market (or otherwise
in accordance with the provisions of Regulation T issued by the Federal Reserve Board), the
amount of sale proceeds with respect to the portion of the Shares to.be acquired having a Fair
Market Value on the date of exercise equal to'the sum of the applicable portion of the
Exer(:lse Price being so pald

(i1} Tendering (actuzlly or by attestation) to the Company previously acquired Shares that
have been held by the Participant for at least six months, subject to paragraph (iv), and that
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. have a Fair Market Value on the day prior to the date of exercise equal to the applicable
portion of the Exercise Price being so paid, provided that the Board has specifically approved
the repurchase of such Shares (unless such approval is not required by the terms of the
bye-laws of the Company and the Committee has determmed that, as of the date of

" repurchase, the Company is, and after the repurchase will continue to be able to pay, its
llab|]1t1e<; as they become due; or A

'
fl .

(111) Provided such payment rnethod has been expressty ‘authorized by the Board or 'the
Committee in advance and subject to any requirements.of applicable law and regulations,
instructing the Company to reduce the number of Shares that would otherwisc be issued by
such number of Shares as have in the aggregate a Fair Market Value on the date of exercise

_ equal to the applicable portion of the Exercise Price being so paid.

(iv) The-Committee,.in consideration of applicable accounting standards; may waive any
holding period.on Shares required to tender pursuant to clause (ii).

(e) Incentive Stock Options. Incentive Stock, Optlons granted under the Plan wnll be sub]ect
to the followmg additional condttlons llmltatlons and restnctlons h

(i) Eligibifity. Incentive Stock Options.may be granted only to Employees of the,
Company or a Subsidiary that is a subsidiary of the Company within the meaning-of Code
Sectlon 424 . . B N

(ii) Ttmmg of Granr No Incentive Stock Option will be granted under the Plan after
.the 10-year annivefsary of the date on which the Plan is adopted by the Board or, if,earlier,
. the date on which the Plan is. approved by the Company’s stockholders. . . . ¢~ '

v (i) ‘Amount of Award.- Subject to Sections 5.3 and 5.4 of the Plan,-no more than
10 million Shares may be available for grant in the form of Incentive Stock Options. The. -
aggregate Fair Market Value (as of the date of grant) of the Shares with respect to which the
Incentive, Stock Options awarded to any Employee first become exercisable during any
caléndar year may not exceed $100,000 (U.S.). For purposes "of this $100,000 (U.S.) limit, the
Employee’s Incentivé Stock Options under this Plan and all 'other plans maintained by’ the
Company and its Subsidiaries will be aggregated. To the extent any Incentive Stock Optidn
would exceed the $100,000 (U.S.) limit, the Incentive Stock Option will afterwards be. treated
as a Nonquahﬁed Stock Optlon to the extent requtrcd by the Code and underlying regulations
and rulings.

Ca . e e e S e
(iv) Ttmmg of Exercrse If the Committee exercises-its discretion -in theé. Award-

Certificate to.permit an Incentive Stock Option to be exercised by a.Participant more than
three months after the Participant has ceased being an. Employee (ot more than 12 months if
the Participant is permanently and totally.disabled; within the meaning of Code Section 22(¢})),
the Incentive-Stock Option will afterwards be treated as a Nonqualified Stock Option to the
extent required by the Code and underlying regulations and rulings! For purposes of this
paragraph (iv), an Employee’s employment relatidnship will be treated as continuing'intact
while the Employee is on military leave, sick-leave or another approved leave of absence if the
period of leave does not exceed 90 days, or a longer period to the extent that the Employee’s
right to reemployment with the, Compdny or afSubSIdlary is, guaranteed by statute or by
contract. If the period of leave ‘exceeds 90 days and the Employee § Tight to reemployment is
not guaranteed by statute or contract, the employment relatlonshtp will be deemed to have

' ceased on the 915t day of the leave.

. . e * T2 ST B P
) 'I}ansfer Resmcttons In no cvent will the Committe¢ permit an Incentive Stock
Option to be transferred by an Employee other ‘than by w1ll or the Iaws of descent and
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distribution, and any Incentive Stock Option awarded under this Plan will be exercisable only
by the Employee during the Employee’s lifetime.

“(f) Exercise of Stock Appreciation Rights. Upon exercise of a Participant’s Stock
Appreciation Rights, the Company will pay cash or Shares or a combination of cash and Shares, in
the discretion of the Committee and as described in the Award Cert:fncate Cash payments will be
equal to the excess of the Fair Market Value of a Share on the daté of exercise over the Exercise
Price, for each Share for which a Stock Appreciation Right was exercised. If Shares are paid for
the Stock Appreciation Right, the Participant will receive a number of whole Shares equal to the
quotient of the cash payment amount divided by the Fair Market Value of a Share on the date of
exercise. ' -

(g) No Repricing. Except in connection with a corporate transaction invol\;ing the Company
(including, without limitation, any stock dividend, stock split, extraordinary cash dividend,
recapitalization, reorganization, merger, consolidation, split-up, spin-off, combination, or exchange
of shares), the terms of outstanding Awards may not be amended to reduce the Exercise Price of
outstanding Stock Options or Stock Appreciation’ Rights or to cancel outstanding Stock Options or
Stock Appreciation rights in exchangc for cash, other Awards or Stock Options or Stock
Appreciation Rights with an-exercise price that is less than the exercise price of the orlgmal Stock
Options-or Stock Appreciation Rights without shareholder approval.

4.4 Short-Term Performance Bonuses. The Committee may grant Short-Term Performance
Bonuses under the Plan in the form of cash or Shares to the Reporting Persons that the Committee
may from time to time select, in the amounts and pursuant to the terms and conditions-that the
Committee may determine and set forth in the Award Certificate, subject to the provisions below:

(a) Performance Cycles. Shori-Term Performance Bonuses will be awarded in connection
with a 12-month Performance Cyele, which will be the fiscal.year of the Company. -

(b) Eligible Participants. Within 90 days after the commencement of a Performance Cycle,
or such shorter period as complies with the applicable requirements of Code Section 162(m) and
applicable regulations thereunder, the Committee will determine the Reporting Persons who will
be eligible to receive a Short-Term Performiance Bonus under the Plan.

(¢) Performance Measures; Targets; Award Criteria. "

(i) Within 90 days after the commencement of a Performance Cycle, or such shorter or
longer period as complies with the applicable requirements of Code Section 162(m) and
applicable regulations thereunder, the Committee will fix and establish in writing (A} the
Performance Measures that will apply to that Performance Cycle; (B) the Target Amount

- payable to each Participant; and (C) subject to subscction (d) below, the criteria for
computing the amount that will be paid with respect to ¢ach level of attained performance.
The Committee will also set forth the minimum level of performance, based on objective
factors, that must be attained during the Performance Cycle before any Short-Term-
Performance Bonus will be paid and the percentage of the Target Amount that will become

- payable upon attainment of various levels of performance that equal or exceed the minimum

- required level, Ce e

(ii) The Comnmittee may, in ifs discretion, select Performance Measures that measure the
'performance of the Company or one or more business units, divisions or Subsidiaries of the
Company. The Committee may select Performance Measures that arc dbsolute or relative to
the performance of one or more comparable companies or an index of comparable companies.

© (i) The Committee, in its discretion, may, on a case-by-casé basis, reduce, but not
increase, the amount payable to any Reporting Person with respect to any given Performance
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Cycle, provided, however, that no such reduction will result in an increase in the .amount
payable under any Short-Term Performance Bonus of any Key Employee. .,

++ (d) Payment, Certification. No- Short-Term. Performance Bonus will vest with respect to any
Reporting Person until the Committee certifies in writing'the level of performance attained for the
Performance Cycle in relafion to the dpplicable Performance Measures. Iniapplying' Performance
Measures; the Comittee’ may, in its discretion; exclude unusual or infrequently dccurring items
* (including any event listed. in ‘Scctions 5.3 and 5.4 and the cumulative effect of changes in the law,
- regulations’or accounting rules), and may determine. no later than ninety (90) days or such shorter
period as‘complies with the applicable requirements of Code Section 162(m) and-applicable
*« regulations thereunder, after the comméncement-of any: applicable Performance: Cycle to exclude
other.itéms, each determined' in-accordance with GAAP .(to the extent applicable) and-as identified
invthe financial statements, notes-to the findncial statements or discussion and analysis of
management. N

* (€)' Form.of Payment.” Short-Term-Performance Bonuses will be paid in cash or Shares. All
such Performance ‘Bonuses shall be paid no later<than the 15th-day of the third month following
the end of the calendar year (or, if later, following the end of the Company’s fiscal.year) in which
. such Performance Bonuses are no fonger subject 10 a substantial risk of forfeiture-(as.determined
for, purposes.of Code Section 409A), except to the extent. that a Participant has. elected to defer
.payment | under: the terms of a duly authorrzed deferred compensatlon arrangement in Wthh case
the terms of such arrangement shalf govern

s, v LI [ HEE

oo (fy Code Section 162(m). 'It'is the intent of the Company that Short Term Performance
Bonuses be “performance-based compensation” for purposes of Code Section 162(m), that this
. Section 4.4 be interpreted,in a manner that satlsfles the applicable requirements of Code
Sectron 162(m)(C) and related regulatlons and that the Plan be opérated so that the Company
i may take a full tax deductlon for Short TTerm Performance Bonuses. If any prov:smn of thrs Plan or
any Short Term Performance Bonus would otherw1se frustrate or confhct wnh this mtent the .

prov1sron wrll be lnterpreted and deemed ‘Amended so as to, avoid this confllct -

= (g) Acceleration.  Each Participant who has been granted a Short-Term Performance ‘Bonus
that is outstanding as of the date ofra Change in Control will- be deemed to have achievedra lével
of performance, as of the date of Change in Control, that would cause all (100%) Of the
Partrmpants Target Amount to become payable e . Coe .

4.5 Long-Term Performance Awards. . The Commlttee may grant Long-Term Performance Awards
understhe Plan in the form of Performance Units, Restricted Units-or Restricted Stock to any: .~
Reporting Person who the Committeer may from time to time!select, in the amounts and"pursuant t'o
thetterms and conditions that the Committee may determine and set forth-in the’ Award Certificate,

“subject 'to the provisions. below: T T L ca

AU R T S L Lot e,
(a) Performance Cycles. Long-Term Performance Awards will be awarded in connection with
a Performance Cycle, .as determined by-the Committee .in its discretion, .provided; however that a
Performance Cycle may be no shorter than 12 months and no longer than 5 years BT

) (b) Elzgible Pan‘zczpanrs Wrthm 90 days after the commencement of a Performance Cycle
the Commlttee will determine the Reportmg Persons who will be eligible to receive a Long- Term
Performance Award for the Performance Cycle prov1ded that the Commrttee may: determme the
_elrgrblllty of any Reportmg Person other than a Key Employee after the exp1ratron of this, 90 -day
or longer perlod , ‘ . ' : .

Lt o T . ' Lo : .. E ot

~
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(c) . -Performance Measures; Targets; Award Criteria. . '

(i) Within 90 days after the commencement of a Performance Cycle, the Committee will
- fix and establish in writing (A) the Performance Measures that, will apply to that Performance
. Cycle; (B) with respect to Performance-Units, the Target Amount payable- to each Participant;
(C). with respect to Restricted Units and Restricted,Stock, the Target Vesting Percentage .for
“each Participant; and-(D) subject.to subsection (d) below, the criteria for computing the -
- amount .that will be paid or will vest with respect to each level of attained performance. The
Committee will also set forth the minimum level of performance, based on objective factors,
that must be attained during the Performance Cycle before any Long-Term Performance
Award will be paid or vest, and the percentage of Performance Units that will become payable
., and the percentage of performance-based Restricted-Units or Shares of Restricted Stock that
will vest upon attainment of various levels of performance that equal or exceed the minimum
required level. .

* (i) ‘The Committee may, in its discretion, select Performance Measures that measure the
+ .+ performance of the Company or one or more business units, :divisions or Subsidiaries of the
.. Company: The Committee may select Performance Measures that are absolute or relative to
‘the performance of one or, more comparable companies or an index of comparable companies.

_ " (iit) The Commrttee 1n 1ts dlscretlon may, ona case—by—case basis, reduce, bitt not
increase, the amount of Long-Term Performance Awards payable to any Reportmg Person with
_respect to any given Performance Cycle, provided, however, that no reduction will result in an
. sincrease in the dollar amount or number of Shares payable under any Long-Term Performance
. Award of a Key Employee. -, : DREITR Y ‘.

1

(d) Payment Cemﬁcatron No- Long Term Performance ‘Award will vest with’ respect to any
Reportmg ‘Person until the Committeg certifies in wrltmg the level of performance attained for the
" Performance Cycle in relatlon to the applicable Performance Measures. Long-Term Performance '
Awards awarded to Reportmg Persons who are not Key Employees wrll be based on the'
Performance Measures and payment formulas that‘the Committee, in its discretion, ‘may establish
-for these purposes. These Performance Measures and formulas may be the same as or different
than the Performance Measures and -formulas that apply to Key Employees I

In applying Performance Measures, the’ Commrttee may, in its discretion, éxclude unusual or
infrequently occurrmg items (including any event listed in Sections 5.3 and 5. 4) and the cumulative
effect of changes in the law, regulations or accounting rules, and may determine.no later than
ninety (90) days after the commencement of any applicable Performance Cycle or such shorter or

-longer period as complies with the applicable requirements of Code Section 162(m) and,applicable’

regulations thereunder to exclude other items, each determined in accordance with GAAP (to the

extent applicable) and as identified in the financial statements, notes:to:the. financial. statements or

drscussron and analysis of management.

1 CF e
.

- (e) Form of Payment. Long-Term Performance Awards in the form of Performance Units
may be paid in cash or full Shares, in the discretion of. the Committee, and as set forth in the .
Award Certificate. Performance—based Restrrcted Units and Restricted Stock,will be paid in full
Shares Payment with respect to any fractlonal Share will bé in cash in an amount based on the
Farr Matket Value of the'Share as of the date the Performance Unrt becomes payable. All such
Long—Term Pérformance Awards shall be paid no later than thé '15th day of the third month '
following the end of the calendar year (of, if latér, ‘followihg ‘the end-of thé ‘Company’s fiscal year)
in which such Long-Term Performance Awards are no longer subject to a substantial risk of

forfeiture (as determined for purposes of Code Section 409A), except as otherwise provided in the

applicable Award Certificate or to the extent that a Participant has elected to defer payment under
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. the terms of a duly authorized deferred compensation arrangement in which'.case the terms of

such arrangement shall govern.. © - " oo s , N N

(f) Code Sectzon 162(m). It is the intent of the Company that Long “Term Performance

' Awards be “performance-based compensation” for purposes ‘of Code Section 162(m) that this’

Section 4.5 bé interpréted in a manner that satisfics the applicable requirements-of Code . .
Section 162(m)(C) and related regulations, and that the Plan be operated so that the Company

‘may take a full tax deduction for Long-Term Performance’ Awards. If any provision of this Plan or

any Long-Term Performance Award would otherwise frustrate or conflict with this intent;sthe
provision will be interpreted and deeméed amended so as to avoid this conflict. .+ .- v 0’

(g) Rerirement. If a Participant would be entitled to a Long—Term"Performance Award but
for the fact that the: Participant’s employment with the Company terminated prior torthe end of
the Performance. Cycle, the Participant may, in the Committee’s discretion, receive.a Long-Term
Performance Award, prorated for the ‘portion of the Performance Cycle that the Participant. ..
completed and-payable at the same time after the end of the Performance Cycle that payments to

" other Long-Term Performance. Award recipients are. made; if the sum of the Participant’s age and

years of service with-the Company was 60 or.higher at the time. of Termination of Employment or
if the Participant retired under a Normal Retirement. The prorated amount of.any such Long-Term
Performance Award paid due to retirement shall be. determined based upon the actual. .

. performance achieved durmg the performance period relative to the pre-established goals for such

» performance. © .. . Coan . ce s,

4.6 'Other Stock- Based Awards. The Commlttee may, from time to time, grant Awards (other

than Stock Optrons Stock Appreclauon Rrghts Short-Term Pcrformance Bonuses or Long-Term’

Performance A‘wards) to any Employee who the Committee may from time to trme select which

" or lapse.

A-14

Awards consist of, or are denominated in, payable in, valued in whole or in pari by reference to, or
otherwise related to, Shares. These Awards may include, among “other forms, Restricted Stock, '
Restricted Units, or Deferred Stock Units. The Committee will determine, in its discretion, the terms
and conditions that will apply to Awards granted pursuant to tl’llS Section 4.6, which terms and
condrtlons will, be set forth in the apphcable Award Certrflcate

gy . ia
. ' .

R L e .‘,.-._‘.-,-

(a) Vestmg Unless the Award Certificate: provides otherw1se restrictions on, Stock-Bascd

.Awards granted under this Section 4.6 will lapse.in equal annual installments over a'period. of four

years beginning immediately. after the date of grant. If the restrictions on Stock-Based Awards
have not lapsed or been satrsfrcd as of the.Participant’s Termination of Employment, the Shares
will be forfeited by the Participant if the termination is for any reason other than the Normal.
Retirement, death.or Disability of the Participant or a Change in Control;.except-that the Award
will vest pro rata, with respect to the portion of the four-year vesting term (or such-other vesting
term as is set forth in the Award Certificate) that. the Participant has completed if the Participant
has attained age 55, the sum of the Participant’s age and years of service with the Company is 60
or higher and the Participant has)satisfied all -other applicable conditions established by the
Committee with respect to such pro rata vesting. Unless the Award Certificate: provides -otherwise,
all restrictions on Stock-Based Awards granted pursuant to this Section. 4.6 will lapse upon:the
Normal:Retirement, death or:Disability of the.Participant or a.Change in.Control Termination.

{b) Grant of Restricted Stock. The Committee 'may grant Restricted Stock to any’ Employee,
which Shares will be registered in the.name of the Participant and held for the Participant by the
Company. The Participant will have all rights of a stockholder with respect to the Shares, including
the right to vote and to receive dividénds or other distributions, excépt that the Shares may be
subject to a vesting schedule and will be forfeited if the Participant. attempts to sell, transfer; -
assign, pledge or otherwrse encumber or dlspose of the Shares before the rcstrrctlons are sansfred

T A e
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“+ {c)' Grant of Restricted Units. The Committee may grant Restricted Units to any Employee,
which Units will be paid in cash or whole Shares or a combination of cash-and Shares, in the -
discretion of the Committee, when the restrictions on the Units lapse and any other conditions set
forth i in 'the Award Certtﬁcate have been satisfied, For each Restncted Unit that vests, one Share
will be paid or an amount in cash equal to the Fair Market Value of a Share as of the date on
wh1ch the Restncted Unit vests ) . , -

St =T ' PN
T (d) Grant of Deferred Stock Umts The Committee may grant Deferred Stock Umts to any
Employee which Units will be paid. in whole Shares upon the Employee’s Termination -of -
Employment if the restrictions on the Units have lapsed.'One Share will be paid for each 'Deferred

Stock Unit that becomes payable. o .
(e) -Dividends and-Dividend Equivalents. At the discretion of the Committee and as set-forth

+in the applicable-Award-Certificate, dividends issued on Shares may be paid immediately or .

withheld and' deferred in the Participant’s account. In .thé event of a payment of dividends on

+ Common Stock, the Committee may credit Restricted Units with Dividend Equivalents in-.

" :accordance’ with terms and conditions established -in the discretion of the Committee: Dividend

Equivalents will be subject to such vesting terms as are determined-by the-Committee and may be
distributed-immediately or withheld-and deferred in the Participant’s'a¢count as determined by the

Committee-and set forth in the applicable: Award Certificate. Déferred Stock Units may;in the

-+ disctetion of the'Committee ‘and as set forth in'the Award Certificate; be credited with Dividend

Equivalents or additional Deferred Stock Units. The number of any Deferred Stock Units éredited
to a Participant’s account upon the payment_of a dividend will be equal to the quotient produced
by dividing the cashi value of the, dmdend by the Fair Market Value of one Share as of. ihe date
the dtv1dend is pald The Commrttee will determme any terms and condltlons on deferral ofa
dwudend or D1v1dend Equwalent 1nclud1ng the Tate of lnterest to be credited on deferral and
whether mterest wrll be compounded

-, [ Por

4,7 D:rectorAwards R L ‘ : SR e

(a) As of the first day followmg the. annual general meetmg of shareholders the Commtttee
will grant Deferred Stock Units, Shares; Stock Options, Stock Appreciation Rights, Restricted
*Stock, Restricted Units, or any combination thereof; to.each Director inisa¢ch an amount as the
*"Board; in its discretion, may -approve in advance, provided that:the aggregate Fair Market Valie of

the-Shares underlylng the Deferred Stock Units; Shares, Stock Options, Stock-Appreciation Rights,
-Restricted Stock, Restricted Units, or any combination thereof, granted+to any Director in a year
may not exceed $200,000 (U.S.) determined as of the date of-grant. Each such Deferred Stock
Unit, Share, Stock Option, Stock Appreciation. Right, Restricted Stock, Restricted:Unit, or any
- combination thereof will vest as determined by the Committee and set forth in the- Award -
* Certificate and for Awards other than Stock Options.will be paid in Shares within 30 days
" “following the recipient’s Termination.of Diréctorship. .Dividend Equivalents or additional Deferred
Stock Units, Shares, Stock Appreciation Rights, Restricted Stock, Restricted Units, or-any -
*combination thereof, will be.credited to each Direttor’s account when: dividends are paid on
Common Stock to the-shareholders, and will be paid to the Director at the same’ time that the
Deferred Stock:Units, Shares, Stock Appreciation’ Rights; Réstricted Stock, Restricted Units, or
any combination thereof, are paid| to the Director. ..

(b) “The Committee may, in its discretion, grant Stock 'Options,.Stock Appreciation’ Rights
» and other Stock-Based Awards to Directors, provided that in no event may a Director in any fiscal
year be granted more than 10,000 Shares pursuant to such Awards, excludlng awards made under

Section 4.7(a); in whatever form. - 7 . .t t "

4.8 Substitute Awards. The Committee may make Awards under the Plan to Acquired Grantees
through the assumption of, or in substitution for, outstanding stock-based awards previously grantéd to
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such Acquiréd Grantees. Such assumed or substituted Awards will be subject to the. terms and conditions
of the original awards made by the Acquired Company, with such adjustments therein as the Committee
considers appropriate to give effect to the relevant provisions of any agreement for the acquisition of the
Adquired’ Company, provided that any such adjustment with respect to Nonqualified Stock Options and
Stock Appreciation Rights shall satisfy the requirements of Treas. Reg. § 1.409A-1(b)(5)(v){D) and
otherwise ensures that such awards continue to be exempt from Code Section 409A and provided that
any adjustment to Awards that are subject to Code Section 409A is in compliance with Code '

Section 409A. and the regulations and rulings thereunder. Any grant of Incentive Stock Options pursuant
to this Section 4.8 will be made in accordance with Code Section 424 and any final regulations published
thereunder.

49 Limit on Individual Grants. Subject to Sections 5.1, 5.3 and 5.4, no Employee may be
granted more than 6 million Shares over any calendar year pursuant to Awards of Stock Options, Stock
Apprematron Rights and performance-based Restricted Stock and Restrlcted Units, except that an
incentive Award of no more than 10 million Shares may be’ made pursuant to Stock Options, Stock
Apprecration Rights and performance “based Restricted Stock and Restricted Units to any person who
has been’ hlred ‘within the calendar yedr as & Reporting Person. The maximum amount that may be paid
in cash or Shares pursuant to Short Term Performance Bonuses or Long-Term Performance Awards
palq in Performance Units to any one Employee is $5 million (U.S.) for any Performance Cycle of
12 months. For any longer Performance Cycle, this maximum will be adjusted proportionally so that the
amount paid in cash or Shares pursuant to Short-Term Performance Bonuses or Long-Term
Performance Awards pard in Performance Units to any one Employee relating to a Performance Cycle
of more than 12 months is prorated among the number of periods of 12 months included within the
Performance Cycle for purposes of thi séction in determining the apphcatlon of the $5 mrlllon '
limitation for any 12-month Performance Cycle.

4,10 Termination for Cause. Notwithstanding anything to the contrary herein, if a Participant
incurs a Termination of Directorship or Termination of Employment for Cause, then alt Stock Options,
Stock Appreciation Rights, Short-Term Performance Bonuses, Long-Term Performance Awards,
Restricted Units, Restricted Stock and other Stock-Based Awards will immediately be cancelled. The
exercise of any Stock Option or Stock Appreciation Right or the payment of any Award may be
delayed, in‘the Committee’s discretion,.in the event that a potential termination for Cause is pending,
subject to ensuring an exemption from or comphancc with Code Section 409A and the underlying
regulations and ruhngs : : Co ' .

. N

o P ' ARTICLEV ' "
T r SHARES SUBJECT TO THE PLAN; ADJUSTMENTS

51 Shares Available. The Shares issuable under the Plan wr]l be authorized but unissued Shares,
and, to' the extent permissible under applicable law; Shares acquired by the Company, any Subsidiary or
any other person. Or entity designated by the Company. The total number of Shares with respect to
which Awards may be issued under the Plan may equal, but may not exceed, 160 million Shares, and
subject to adjustment.in accordance with Sections 5.3 and 5.4; provided that when Shares are issued
pursuant to a grant of Restricted Stock, Restricted Units, Peferred Stock Units, Performance Units or
as payment of a Short-ferm Performance Bonus or Long-Term Performance Award or other Stock-
Based Award, the total number of Shares remaining available for grant will be decreased by a' margin
of at.least 1.8 per Share issued. No more than 10 million Shares of the total Shares issuable under the
Plan may be available for grant in the  form of Incentive Stock Options.

52 'COL_tming' Rules. The following Shares related to Awards under thié Plan may again be
ave}ilable for issuance under the Plan, in addition to the Shares described in Section 5.1:

(a) Shares related to"Awards paid 'in cash; : oo
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- (b) Shares.related to Awards that expire, are forfeited .or cancelled or terminate for-.any:
rother reason without-issuance of Shares; - . Coe Wt I PR

, (c) Shares that are tendered or w1thheld in payment of all or part of the Exercrse Prite of a '
"Stock Option awarded under, this Plan or in satlsfactlon of wrthholdmg tax obllgatlons arls1ng
under thrs Plan

. . R ‘o L ! - . T
(d) Any Shares issued in connection wrth Awards that are assumed converted or substltuted

as a result of the acquisition of an Acquired Company by the Company or a combination of the .

Company. with-another company; and - : : .

(e) Any Shares of Restricted Stock that are returned to the Company upon a Partrcrpant s
Termination of Employment. - ‘ v .

53 Adjustments In the event of a change in the outstandmg Shares by reason of a stock spl1t
reverse’ stock split, dwrdend or other distribution (whether in the form of cash, Shares, other securltles
or other property) extraordinary cash dwrdend recapitalization, merger, consolrdatron spht up,
spin-off, reorgamzatlon comblnatlon repurchase or exchange of Shares or other securities or similar
corporate transaction .or event, the Commlttee shall make an apprOprlate adjustment to prevent
dilution ‘or enlargement ‘of the bénefits or potent1al benefits inténded to be made avaitable under the
Plan. Any such adjustment with respect to Nonquallfled Stock Opthns and Stock Apprecratlon nghts ‘
shall satisfy the requirements of Treas. Reg § L. 409A—1(b)(5)(v)(D) and ‘otherwise ensiire that suich *
awards continue to be' exempt from Code Section 409A and provrded that any adjustmenl to Awards '
that are subject to Code Section 409A is in compliance with Code SeCllOﬂ 409A and the'regulations
and rulings thereunder. Any adjustment made by the Committee under this Section 5.3 will be o
conclusive and binding for all purposes under the Plan. '

- 1 . ' Lo 2 '

5.4 Change in Control.
JN P T . 3 '

(a) Acceleration. All outstanding Stock Options and Stock: Appreciation Rights-will become
exercisable as of the later of the effective date.of a Change in Control-or a Change in Control » » 7
Termindtion for-any Employee whose employment is terminated by means of a Change in. Control . .
Termination if the Awards are not otherwise vested, and all-conditions will be waived with respect: to.
outstanding Restricted Stock and Restricted Units (other than Long-Term Performance Awards) and
Deferred Stock Units in such case. Each Participant who has been granted a Long-Term: Performance
Award that is outstanding as of the date of Change in Control, and whose employment-is terminated
by means of a Change in Control Termination, will be deemed to have achieved a level of
performance, as of later of the date of the Change in Control or the Change in Control Termination,
.that would cause all (1009) of-the Participant’s Target Amounts to become payable and all
restrictions on Ithe Participant’s Restricted Units and Shares of Restricted Stock to lapse.

+ (b) Adjusmnent, Conversion and Payment. In addition to the foregoing,.no later than 90 days .
after the date of Change in Control, the. Committee (as constituted prior to the date of Change in
Control) shall provide for the following actions to apply to each -Award that.is outstanding as of . -
the date of Change in Control: (i) an adjustment to such Award as the Commitiee deems e
appropriate to teflect. such Change in Control, (ii) the acquisition of such -‘Award, or substitution of
a new right therefor, by the acquiring or surviving corporation after such Change in Control,or .
(iii} the purchase of such Award, at the Participant’s request, for an amount of cash equal to the -
“amount that'could have been attained upon the exercise or redemption of such' Award immediately:
prior to the Change in Control.had such Award been exercisable or payable at such time; . .
provided, that in the case of any Award that constitutes deferred compensation that is subject to
Code Section 409A(a)(2) any action contemplated herein which would constitute an accelerated
payment of such Award shali occur on a date specificd in the apphcable Award Certificate, which’
date shall be no later than ninety (90) days after.the Change in Control.- Any.payment made
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pursuant to this Section 5.4(b) shall include the value of any Dividend Equivalents credited with
respect to such Award and accrued interest on such Dividend Equivalents. The Committee may
spemfy how an Award will be treated in the event of a Changein Control either when lhc Award
is granted or at any time thereafter, except as otherwise provided herein.

5.5 Fractional Shares. No fractional Shares will be issued under the Plan. Exécpt as otherwisé
provided in Section 4.5(e), if a Participant acquires the right to receive a fractional Share under the Plan,
the Participant will receive, in lieu of the fractional Share, a full Share as of the date of settlement.

ARTICLE VI
AMENDMENT AND TERMINATION

6.1 Amendment. The Plan may be amended at any time and from time to time by the Board
without the approval of stockholders of the Company, except that no material revision to the terms of
the Plan will be effective until the amendment is approved by the stockholders of the Company. A
revision is “material” for this purpose if, among other changes it materially increases the number of
Shares that may be issued under the Plan (other than an increase pursuant to Sections 5.3 and 5.4 of
the Plan), expands the types of Awards available under the Plan, materially expands the class of
persons eligible to receive Awards under the Plan, materially extends the term of the Plan, materially
decreases the Exercise Price at which Stock Options or Stock Appreciation Rights may be granted,
reduces the Exercise Price of outstanding Stock Options or Stock Appreciation Rights, or results in the
replacement of outstanding Stock Options and Stock Appreciation Rights with new Awards that:have
an Exercise Price that is lower than the Exercise Price of the replaced Stock Options and Stock-
Appreciation Rights. The Board may, in its discretion, increase the maximum dollar amount of .
Deferred Stock Units that may be granted to a Director in any fiscal year and the maximum number of
Shares that may be granted to a Director in any fiscal year pursuant to Stock Options, Stock
Appreciation Rights and other Stock-Based Awards. No amendment of the Plan or any outstanding
Award made without the Participant’s written consent may adversely affect any right of a Participant
with respect to an outstanding Award, '

6.2 Termination. The Plan will terminate upon the earlier of the following dates or events to
' ] !
occur:

(a) the adoption of a resolution of the Board terminating the Plan; or

(b) the day before the 10th anniversary of the adoptlon of the Plan by the Company 5
shareholders as described in Section 1.2.

No Awards will be granted under this Pilan after it has terminated. The termination of the Plan,
however, will not alter or impair any of the rights or obligations of any person under any Award
previously granted under the Plan without such person’s consent. After the termination of the Plan, any
previously granted Awards will remain in effect and will continue to be governed by the terms of the
Plan and the applicable Award Certificate.
ARTICLE VII : .
GENERAL PROVISIONS ‘ '

7.1 Nontransferability of Awards. No Award under the Plan will be subject in any manner to
alienation, anticipation, sale, assignment, pledge, encumbrance or transfer,.and no other persons w111
otherwise acqu1re any rights therein, except as provided below,

(a) Any Award may be transferred by will or by the laws of descent or distribution.

- {b) The Committee may provide in the applicable Award Certificate that all or any part of a
Nongqualified Option or Shares of Restricted Stock may, subject to. the prior written consent of the
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. Committee, be transferred to a family member. For purposes. of this subsection (b), “family
member” includes any child; stepchild, grandchild, parent, stepparent, grandparent, spouse, former
spouse, sibling, niece, nephew, mother-in-law, father-in-law, son-in-law, daughter-in-law,
brother-in-law, or sister-in-law of the Participant, including adoptive relationships, any person
sharing the Participant’s household (other than a tenant or employee), a trust in which these
persons have moré than fifty percent of the beneficial interest, a foundation in which these persons
(of the Participant) control the management of assets, and any other entity in which these persons
(or the Participant) own more than fifty percent of the voting interests.

Any transferred Award will be subject to all of the same terms and conditions as provided in
the Plan and the applicable Award Certificate. The Participant or the Participant’s estate will
remain liable for any withholding tax that may be imposed by any federal, state or local tax
authority The Committee may, in its discretion, disallow all or a part of any transfer of an Award
" pursuant to this subsection (b) unless and until the Participant makes arrangements satisfactory to
_the Committee for the payment “of any w1thh01dmg tax. The Partlclpdnt musi immediately notify
the Committee, in the form and manner required by ‘the Committee, of any proposed transfer of
an Award pursuant to this ﬂubsectlon (b) No transfer will be effcctwe until the Committee
consents to the transfer in writing.

(c) Except as otherwise provided in the applicable Award Certificate, any Nonqualified Stock
Option transferred by a Participant pursuant to this subsection (c) may be exercised by the
transferee only to the extent that the Award would have been exercisable by the Participant had no
transfer occurred. The transfer of Shares upon exercise of the Awardwill be conditioned on. the
paynient of any withholding tax. . - . ,

(d) Restricted Stock may be freely transferred after the restrictions lapse or are satisfied and
the Shares are delivered, provided, however, that Restricted Stock awarded to an affiliate of the
Company may be transferred only pursuant to Rule 144 under the Securities Act, or pursuant 1o
an effective registration for resale under the Securities Act. For purposes of this subsection (d),
“affiliate” will have the meaning assigned to that term under Rule 144,

" (e) In no event may a Participant ‘transfer an Incentive S'tock‘Option other than by will or the

laws of descent and distribution.

7.2 Withholding of Taxes. The Committée, in its didcretion, may satisfy a Participant’s tax
withholding obligations by any of the following methods or any methad as it determines to be in
accordance with the laws of the jurisdiction in which the Participant resides, has domicile or performs
services.

. : . G _

(a) Stock Options and Stock Appreciation Rights. As a condition ito the delivery of Shares

. pursuant to the exercise of a Stock Option or Stock Appreciation Right, the Committee may
require that the Participant, at the time of exercise, pay to the Company by cash, certified check,
bank draft, wire transfer or postal or express money order an amount sufficient to satisfy any
applicable tax withholding obligations. The Committee may also, in its discretion, accept payment
of tax withholding obligations through any of the Exercise Price payment methods described in
Section 4.3(d). : . .

(b) Other Awards Payable in Shares. The Participant shall satisfy the Participant’s tax
withholding obligations arising in connection with the release of restrictions on Restricted Units,
Restricted Stock and other Stock-Based Awards by payment to the Company in cash or by certified
check, bank draft, wire transfer or postal or express money order, provided that the format is
approved by the Company or a designated third-party administrator. However, subject to any

. requirements of applicable law, the Company may aiso satisfy the Participant’s tax withholding
. obligations by other methods, including selling or withholding Shares’that would otherwise be
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available for delivery, provided that the Board or the- Commmee has specifically approved such
payment method in advance. - ,

{c) Cash Awards. The Company may satisfy a Part1c1pant s tax w1thholdmg obligation arising
in cénnection with the payment of any Award in cash by w1thhold1ng cash from such payment.

1.3 Special Forfeiture Provision. The Committee may, in its dlscretlon provide in an Award
Certificate that the Participant may not, within two years of the Participant’s Termmatlon of
Employment with the Company, enter into any employment or consultation arrangement (1ncludmg
service as an agent, partner, stockholder, consultant, officer or director) with any entity or person
engaged in any business in whlch the Company or any Subsidiary is engaged without prior written
approval of the Committee if, in the sole _]udgment of the Committee, the business is competitive with .
the Company or any Subsidiary or business unit or such employment or consultation arrangement
would present a risk that the Participant would likely.disclose Company proprietary information (as
determined by the Committee). If the Committee makes a determination that this prohibition has-been
violated, the Participant (i) will forfeit all rights-under any outstanding Stock Option.or Stock
Appreciation Right that was granted subject to the Award Certificate and will return to the Company
the amount of any profit realized upon an exercise of all Awards during the period, as the Committee .
determines and sets forth in the Award Certificate, beginning no earlier than six months prior to the
Participant’s Termination of Employment, and (ii) will forfeit and .return to the Company any
Short-Term. Performance Bonuses, Performance Units, Shares of Restricted Stock, Restricted Units
(including any credited Dividend. Equivalents), Deferred Stock Units, and other Stock-Based Awards
that are outstanding on the date of the Participant’s Termination- of Employment, subject to the Award
Certificate;. and have not vested or that became vested and remain subject to, this Section 7.3 during a
perlod as the Committee determines and sets forth in the Award Certificate, beginning no earlier than
six months prior to the Participant’s Termination of Employment.

v 14 No:Implied Rights. The establishment and operation of the Plan, including the Cllglblllty of a
Participant to’participate:in the Plan, will not be construed as conferring any legal or other right upon .
any Director for any continuation of directorship or any Employee for the continuation of employment.
through the end of any Performance Cycle or other period. The Company expressly reserves the right,
which may be exercised at any time and in the Company’s sole discretion, to discharge any individual
or treat him or her without regard to the effect that discharge might have upon him or her as a
Paruupant in the Plan.

7.5 No Obligation 1o Exercise Awards. The grant of a Stock Option or Stock Apprematlon Right
will impose no obligation upon the Participant to exercise the Award.

_ 7.6 No Rights as Stockholders. A Participant who is granted an Award under the Plan will have
no rights as a stockholder of the Company with respect to the Award unless and until certificates for
the Shares underlying the Award are registered in the Participant’s name and (other than in the case of
Restricted Stock) delivered to the Participant. The right of any Participant to receive an Award by
virtue of participation in the Plan will be no greater than the right of any unsecured general creditor of
the Company.

1.7 Indemnification of Commiitee. The Company will indemnify, to the fullest extent permitted
by law, each person made or threatened to be made a party to any civil or criminal action or
proceeding by reason of the fact that the person, or the executor or administratoer of the person’s
estate, is or was a member of the Committee or a delegate of the Committee.

7.8 No Required Segregation of Assets. Neither the Company nor any Subsidiary will be required
to segregate any assets that may at any time be represented by Awards granted pursuant to the Flan.

7.9 Nature of Payments.  All Awards made pursuant to the Plan are in consideration of services
for the Company or a Subsidiary. Any gain realized pursuant to Awards under the Plan constitutes a
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special incentive payment to the Participant and will not be taken into account as compensation for
purposes of any other employee benefit plan of the Company or a Subsidiary, except as the Committee
otherwise provides. The adoption of the Plan will have no effect on Awards made or to be made under
any other benefit plan covering an employee of the Company or a Subsidiary or any predecessor or
successor of the Company or a Subsidiary.

710 Securities Law Compliance. Awards under the Plan are intended to satisfy the requirements.
of Rule 16b-3 under the Exchange Act. If any provision of this Plan or any grant of an Award would,
otherwise Trustrate or conflict with this intent, that provision will be interpreted and deemed amended
so as to avoid conflict. No, Participant will be entitled to a grant, exercise, transfer or payment of any
Award if the grant, exercise, transfer or payment would v1olate the provisions of the Sarbanes-Oxley
Act of 2002 or any other apphcable law. °

7.11  Section 409A Compliance. - To the extent that any Award granted under the Plan is sub]ect :
to Section 409A of the Code, the Award Certificate evidencing such Award will be construed to the -
greatest extent possible in a manner that will not result in adverse tax consequences under
Section 409A of the Code, provided that such construction is not materially inconsistent with.the intent
of the Award. Any Award that provides for a payment to any Participant who is a “specified employee”
of deferred compensation that is subject to Code Section 409A(a)(2) and that becomes payable upon, '
or that is accelerated upon, such Participant’s Termination of Employment, shall be made no earlier:
than the date which is six months following such Participant’s Termination of Employment {or, if
earlier, such Participant’s death) and such provision shall also be included in any Award Certificate. A
specified employee for this purpose shall be determined by the Committee or its delegate in
accordance with the provisions of Code Section 409A and the regulations and rulings thereunder.

712 Governing Law, Severability. The Plan and all determinations made and actions taken under
the Plan will be governed by the law of the Company s place of incorporation and construed ' '
accordingly. If any provision of the Plan is held unlawful or otherwise invalid or unenforceable in whole
or in part, the untawfulness, invalidity or unenforceability will not affect any other parts of the Plan,
which parts will remain in full force and effect. :

2009 Proxy Statement A2l




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K L

»

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934 i - T
For the fiscal year ended September 26, 2008r . . , "
OR | .

[0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
‘ SECURITIES EXCHANGE ACT OF 1934 <

001-13836 R o ot g '
{Commission File Number)

TYCO INTERNATIONAL LTD. . =

(Exact name of registrant as specnfled in its charter)

Bermuda . 98-0390500
(Jurisdiction of Incorporation) (IRS Employcr Identifi canon No.)

Second Floor, 90 Pitts Bay Road, Pembroke HM 08, Bermuda '
(Address of registrant’s prmmpal executive offlce) ‘

r

N . . 441-292-8674 Ly
(Reglstrant s telephone number)
LA v T N : : 1
Securities registered pursnant to Section 12(b) of the Act
' _ . P . .

kY

e TR

. Title of each class .. Name of each exchange on which registered
Common Shares, Par Value $0.80 New York Stock Exchange

Secunues registered pursuant to Section 12(g) of the Act. None

Indicate by check mark if the registrant is a well-known seasoned issuer, a defined in Rule 405 of the Securities
Act.  Yes [X] No [

- - . . . i [+ a1 i Lo Lo o -
Indicate by check mark if the registrant is not required to file reports pursual'lt to Section 13 or Section 15(d) of the
Act. Yes I No ¥ e . .

‘

Indicate by check mark whether the registrant (1) has filed al] reporls requlred to be filed by Secnon 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shérter period that the registrant was requiréd to
file such reports), and (2) has been subject to such filing requirements for the past 90 days. - Yes [x] No []

Andicate by check mark if disclosure of dclmquent filers pursuant to Item 405 of Regulation S-K is not contained hergin,
and will not be contained, to the best of fegistrant’s knowledge, in definitivé proxy or information staternents incorporated by
reference in Part 111 or this Form 10-K or any amcndmcnt to thls Form 10-K . Cy o

Indicate by check mark whether the registrant is a large acceleratcd filer, an accelerated filer, a non- acce!crated fnler ora
smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company™
in Rule 12b-2 of the Exchange Act (check one):

‘ . N . ; Wor TN S T, L C ' .
Large accelerated filer Accelerated filer (] Non-accelerated filer O Smaller reporting company (1

Indicate by check mark whether-the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). YesDNo. G g w1 Eo R

The aggre ate market value of voting common shares held by non-affiliates of the registrant as of March 28, 2008 was
approximately $21,243,014,773.

The number of common shares outstanding as of November 14, 2008 was 472,931,952,

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s proxy statement filed within 120 days of the close of the registrant’s fiscal year in connection
with the registrant’s 2009 annual general meeting of shareholders are incorporated by reference into Part III of this Form 10-K.

See pages 84 to 88 for the exhibit index.

2008 Financials




. v o TABLE OF CONTENTS

Part 1
Item 1. BUSINESS . ... ittt e e e e e e
Item 1A. Risk Factors ...... ... . ... i e
Item 1B. Unresolved Staff Comments . ... ... 0 .. .. ... . . ... ... . . . ..
Item 2. Prqgerties .......... e e e e e
Item 3. .Legal Prf)ceedings ............. e .........
Item 4. Submission of Matters to a Vote of Security Holders . . ......................
Part 11 . o .
Ttem 5. Market for Registrant’s Common Equity,” Related Stockholder Matters and Issuer

Purchases of Equity Securities’ . . ... ... . . e e e
Item 6. Selected Financial Data . . ........................ e e
Item 7. Management’s Dlscussmn and Analysis of Financial Condition and Results of

Operations . ......... e e e e e e e e
Item 7A.  Quantitative and Qualitative Disclosures Abbyt Market Risk . ........ ... ... ...
Item 8. Financial Statements and St'lpplementary Data ...... .. .. ... ... .. .. . ...
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial

e DHSCIOSUIE .« L e e e e e

ftem 9A.  Controls and Procedures .. ...............oooeenoeo.. BRI
Item 9B.  Other Information . . .......... BT e e
Part III
Item 10.  Directors, Executive foicers and Corporate Governance . ............... ...,
Item 11.  Executive Compensation .. ... ... ... ... . ...t
Item 12.  Security Ownership of ‘Certain Beneficial Owners and Management and Related

Stockholder Matters. ... ... e P
Item 13.  Certain Relationships and Related Transactions, and Director Independence . . . . . . . ,
Item 14.  Principal Accountant Fees and Services. . . ........ P e
Part IV S '
Item 15.  Exhibits and Financial Statement Schedule . ...... ... D
Signatﬁres .......... e I ot e e e e e e e e e e e e e
Index to Consolidated Financial Statgments .......................................

2008 Financials

89




_ "+~ - PARTI SRS
Item 1 Business” 1 ' -
General o 7 S [ . , o

Tyco International Ltd. (hereinafter referred to as “we,” the “Company” or “Tyco™} is a diversified,
global company that. provides products and services to customers in more than 60 countries. Tyco is a
leading provider of security products -and services, fire. protection and detection products and- services,
valves and controls and other industrial products. We report financial and operating information in the
following five segments:

» ADT Worldwide designs, sells, installs, services and monitors electronic security systems for
- residential, commercial, industrial and governmental customers. -~ - ’

» Flow Control designs, manufactures, sells and services valves, pipes, fittings, valve automation and
heat tracing products for the water and wastewater markets, the oil, gas and other energy
markets along with general process industries.

. Fire Protection Servzces deslgns sells, installs and services fire detectlon and flre suppressron
systems for commercial, mdustnal and governmental customers

< .

* Flectrical and Metal Products designs, manufactures and sells galvanized steel tubing, armored
wire and.cable and other metal products for non- remdentral construction, electrical, fire and
safety and' mechanical customers. . o

» Safety Products designs, manufactures and sells fire protection, security and life safety products,
including fire suppression products, breathing apparatus, intrusion security, access control and
video management systems. In addition, Safety Products manufactures products installed and
serviced by ADT Worldmde and Fire Protection Services. :

We also provide general corporate servrces to our segments and these costs afe reported as
Corporate and Other. ‘. _ .

4

g

Net revenue by segment for 2008 is as follows ($ in billions): : S - .
- 1 Y i AN 1 - Co -
. . . Percent of
' , t Total °
1 e ) : . oW t* Net .
. . St , - Nct.Revenye , Revenue ‘ . Key Brands ‘
ADT Worldwide ................ - § 80 - 40% . ADT Sensormar:c '
Flow Control, ... .. e Creeeriere 44 22 Keystone Vanessa
Fire Protectlon Services . R .36 18 Srmplex(}'nnnell Wormald, .
Electrical and Metal Products. . .".... ~ ~ 23 ' 11 Allied Tube & Conduit, AFC Cable’
Safety Products ... .0. . ..., 1.9 " 9 Scot Ansul o _
e SR FX) P . $202 100% [ . . .

Unless othervwse indicated, references in this Annual Report to 2008 2007 and 2006 are to Tyco’s |
ﬁscal years ended September 26, 2008 September 28, 2007 and September 29,-2006, respectlvely

Hlstory and Development

r

Tyco Internatlonal Ltd ..

oo . SN

Tyco Triternational Ltd: is a Company o'l"g'énized under the laws of Bermuda. The Company was
created as a result of 'the July 1997 acquisition 6f Tyco International Ltd., a Massachusetts corporation,
by ADT Limited, a public-company-organized under the laws of Bermuda at which time ADT Limited
changed ‘its name to Tyco International Ltd. On June 29, 2007, Tyco International Ltd.‘completed the '
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spin-offs of Covidien and Tyco Electronics, formerly our Healthcare and Electronics businesses,
respectively, into separate, publicly traded companies (the “Separation”) in the form of a dlstrlbutlon
to Tyco sharcholders. As a result of the Separation, the operations of Tyco s former Healthcare and
Electronics businesses have been classified as discontinued operations in all periods prior to the -

Separatlon
1

Tyco’s registered and prmcnpal office is located at Second Floor, 90 Pitts Bay Road Pembroke o
HM 08, Bermuda, and its telephone number at,that address is (441) 292-8674.-Its management office in
the United States is located at 9 Roszel Road, Princeton, New Jérsey 08540: :

Segments

See Note 21 to the Consolidated.Financial Statements for certain segment and geographic financial
data relating to our business. | ' , o
ADT Worldwide ' .

Our ADT Worldwide segment designs, sells, installs, services and monitors electronic security
systems for residential, commercial, industrial and governmental customers around the world. We are
one of the world’s largest providers of electronic security systems and services. We have a significant
market presence in North and South America, Europe and the: Asia-Pacific region. With 2008 .net
revenue of $8.0 billion, our ADT Worldwide segment comprises 40% of our consolidated. net revenue.
In 2007 and 2006, net revenue totaled $7.6 billion or 42% of our.consolidated net revenue and
$7.2 billion or 42% of our consolidated net revenue, respectively.

oo ", L PRI

Strategy ' ’ . o
We intend to strengthen our commercial customer base by focusing our sales and marketing efforts
on key vertical markets such as retailer, banking, government, education, oil and gas and
transportation. By adopting a vertical market-focused approach, we believé we can effectively target
those market segments where ADT Worldwide can differentiate its core capabilities and deliver security
solutions customized to specific customer needs. Our goal is'to increase the number of commercial and
residential customers by more effectively penerating leads and by enhancing productivity in our sales
force through improved incentives and performance management systems. We also plan to strengthen
our customer base by acquiring additional accounts from our network of authorized dealers. Further,
we continue to fociis on our customer account attrition rates through enhanced retention and re-sale

programs, albeit at a more moderate rate than in the past few years.

ADT Worldwide operates in’ many regions including North America, Europe, Middle East and
Africa (“EMEA”) Asia, AustrahafNew Zealand and Latin America. Operating performance can vary .
region to region for'a number of reasons, intluding the mix of revenues between remdennal and )
commercial customers as well as the mix of hlgher-margm contractual revenue vs. lower- margln prnduct
installation revenue. We have identified certain strategic actions that we are executing to improvée our
operating performarce in certain regions that are currently underperforming. These actions include
implementing common ERP and CRM platforms, expanding training programs to improve skill levels,
consolidating administrative functions andtransferring best prdctices across régions and 1nd1v1dual A
markets.

We plan to continue pursuing opportunities in attractive emerging markets where we believe we ~
can leverage the skills, technologies and brand equity that we have developed in the markéts we-
currently serve, We also intend to continue partnering with our Safety Products segment to reduce
product costs, develop new. technologles and explore potential partncrshlps and acquisition
opportunities that will allow ADT Worldwide to strengthen its service offerings, enhance its market
positions and expand mto higher-growth, adjacent markets. .

0
1
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Services and Products

ADT Worldwide supplies and installs electronic security systems to the residential, commercial,
industrial, education and government markets. A significant portion.of the mechanical components
used in our electronic security systems are manufactured by our Safety Products segment. We also,
provide electronic security.services, including monitoring of burglar alarms, fire alarms and other life_
safety conditions as well as maintenance of electronic security systems. : )

Our electronic security systems business involves the installation and use of securlty systems .
designed to detect intrusion, control access and react to movenient, fire, smoke, floodmg, .
environmental conditions, industrial processes and other hazards. These electronic security Systems
include detection devices that are connected to a monitoring center that receives and records alarm’
signals. For most systems, control panels identify the nature of the alarm and the areas where a sensor
was triggered. Our electronic security systems include: access control systems for sensitive areas such as
offices or banks; video surveillance systems, designed to deter theft and fraud and help protect
employees and customers; and asset protection and security managemeént systems, designed to monitor -
and protect physical assets as well as proprietary electronic data. Our electronic security systems also
include anti-theft systems utilizing labels and tags in the retail industry. Many of the world’s leading. -
retailers use our Sensormatic anti-theft systems to help protect against shoplifting and employee theft.

Purchasers of our intrusion security systems typically contract for ongoing security system
monitoring and maintenance at the time of initial equipment instatlation. Systems installed at
customers’ premises are either owned by us or by our customers. Monitoring center personnel may
respond to alarnis by relaying appropriate information to local fire or police departments, notifying the
customer or taking other appropriate action. In certain markets, ADT directly provides the alarm
response services with highly trained and professionally equipped employees. In some instances, alarm
systems are connected directly to local fire or police departments,

Many of our residential customers may purchase security systems as a result of prompting by their
insurance carriers, which may offer lower insurance premium rates if a security systcm !S 1nstalled or
require that a system be installed as a condition of coverage.

Cl ustomers

-

ADT Worldwide selis to residential, commercial, industrial, educatlon and g()vemment customers,
Our residential customers typically include owners of single-family homes or renters in mutti-family
apartment complexes. Our cominercial customers include, among others, retail businesses, financial
institutions, commercial/industrial facilities and health care.facilities. Our government customers include
federal, state and local governments, defense installations, schools and mass transportation providers. In
addition to advertising, direct mailings and the internet, we market our electronic security, systems and
services to thesé customers through a direct sales force and, with,respect to certain residential
customers, through an authorized dealer network A separate sales force ' services large commercia! and
governmenta] customers and focuses on key vertical markets such as retailer, and bankmg

Competition . : ' .

The electrotic secunty services business is highly competitive and fragmented with a number of
major firms and thousands of smaller regional and local companies. Competmon is based primarily on
price in relation to quality of service. Rather than compete purely on price, we emphasize the quality
of our electronic security service, the reputation of our brands and our knowledge of our customers’
security needs. For large commercial, industrial, education and government customers the
comprehensive national andfor global coverage offered by ADT Worldwxde can also provide a
competltwe advantage . ) .
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Flow Control

Our Flow Control segment designs, manufactures, sells and services vaives; pipes, fittings, valve
automation and heat tracing products for the water'and wastewater' markets, the oil, gas and other
energy markets along with general process industries: The global flow control market is highly
fragmented; consisting of many local and regional compani¢s and a few global competitors. We believe
we are the world’s leading manufacturer of flow control ‘products. We belicve our .market share .in the.
global water, process, and energy-related markets is approximately 5%. With 2008 net revenue of
$4.4 billion, our Flow Control _segment comprises 229 of our consolidated net revenue. In 2007 and
2006, net revenue totaled '$3.8 billion or 20% of our consolidated net revenue and $3.2 brlllon or 18%
of our consolidated net Tevenue, rcspectlvely

‘ ‘ " . Ly

Stmtegy ' ‘ . k ) .

~ We intend to further align wrth our customers needs by focusmg our sales and marketing resources
along key vertical markets, including water and wastewater, oil and gas, food processing and general
industrial. We plan to continue expanding our product offerings through increased R&D ifivestments .in
developing technologies, as well as through. selective -acquisitions-and partnerships. By continuing to
invest i our service and repair capabilities, we expect to capitalize on strong industry demand for parts
and after-market services in our recurring revenue business. We intend to leverage the breadth of our
product portfoho and ouir gcographrc capablhtres to enhance our ability to meet customer requirements
for global projects. We intend to capltahze on growth opportunitiés in key emergmg markets by o
acceleratmg our mvestment in sales and marketing. We alsq intend to focus on improving profitability
through the optimization of our manufacturmg footpnnt and product offerings. '

A) ervices and Products

¢ + [] . L [}
N -

T, et N

Flow Control designs and manufactures a wide variety of valves, actuator% controls, pipes, fittings
and heat tracing products. Valve products include a broad range of industrial valves, mcludmg on-off
valves safety relief valves and other specialty valves. Actuation products include pneumatic, hydraulic
and electric actuators. Control products include limit switches, solenoid valves, valve positioners,
network systems and accessories. For the water market, Flow Control offers a wide variety of pipes,
valves, hydrants, house connections and fittings for water transmission and distribution applications.
Flow Control is also a global provider of heat tracing services and products. In addition to these core
products, Flow Control .makes a variety of specialty products for environmental (emissions monitoring,
water flow and quality monitoring, dust filter cleaning systems), instrumentation (manifolds, enclosures,
isolation valves) and other applications. We manufacture these products in facilities located - throughout
the. world.. oo - : N

Flow Control products are used in many apphcatlons including power generatlon chemical,
petrochemrcal ‘oil and 'gas, water distribution, wastewater, pulp and paper, commerc1al irrigation,
mining, food and beverage, plumblng and HVAC Flow Control also provrdcs engineering, design,
inspection, maintenance and fepair services for its valves and related produdts. "

Flow Control products are sold under many trade names, including Anderson Greenwood, Biffi,
Crosby, Keystone KTM, Raychem Sempell Tracer and Vanessa. Flow Control sells its services and

products i in most geographlc reglons dlrectl_y through 1ts internal sales force and in some cases through

a network of mdepcndcm distributors and, manufacturcrs rcprcsentanves

Customners _ c r : e _ )
Flow Control’s customers mc]ude businesses: engaged in a wrde range of industries, mcludmg power
generation, oil production and refining, chemical and petrochemical, pharmaceutical; food and .

beverage, gas, water, marine and shipbuilding and retated process industries. Customers include end
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users as well as engineering, procurement and construction companies, contractors, OEMs and
distributors. Flow Control operates an extensive network of sales, service and distribution centers to
serve our wide range of global customers. Flow Control is a global company with 39% of sales in
Europe and the Middle East, 24% from the Amerlcas, 23% from the Pacific region and 14% from
Asia. . ’ ‘

Competition

The flow control mdustry is highly fragmented. Wc compete against a number of international,
national and local manufacturers of industrial valves as well as against specialized manufacturers on the
basis of product capability, product quality, breadth of product line, delivery and price. Our major
competitors vary by region.

Fire Protection Services: *

Our Fire Protection Services segment designs, sells, installs and services fire detection’and fire
suppressnon systenis. We believe we are one of the largest providers of these systems and services, with
2008 net revenue of $3.6 billion. Our Fire Protection Services segment comprises 18% of our
consolidated net revenue. In 2007 and 2006, net revenue totaled $3.4 biltion or 18% of our
consolidated net revenue and $3.2 billion or 19% of our consolidated net revenue, respectively.

< . .
Strategy | . .

Our goal is to grow our customer base and deepen our market penetration by focusing our sales
and marketing efforts across global accounts and along key vertical markets, such as healthcare .
government, education, lodging, manufacturing and commermal/mdustrla] By combining this vertlcal
market approach with increased focus on the delivery and responsweness of our service offerings, we
believe we can differentiate our offerings to better serve our customers’ needs. We also plan to ‘
aggressively pursue recurring revenue opportunities with existing customers. We intend to expand our
product offerings in high-growth, emerging markets where we belicve we can capitalize on the skills
and technologies that we have developed in our existing markets. By working closely with our Safety
Products segment, we intend to develop offerings that address key technologies driving customer -
demand, such as mass notification, as well as new business generated from changes and expansions in
fire and life-safety codes and standards. We will continue to promote operational excellence by -
standardizing internal processes across business units and consolidating-back office. capabilities.

Serwces and Products . ) "

We design, sell, msta]l and service fire alarm and fire detection systems, automat:c fire sprmkler
systems and special hazard suppression systems. Fire Protection Services operates under various leading
trade names, including SimplexGrinnell, Wormald, Mather & Platt, Total Walther, Dong Bang, Zettler and
Tjco. A significant portion of the components used in our fire detection systems are manufactured by
our Safety Products segment. . o o

We offer a wide range of fire alarm and fire detection systems. These alarm #nd detection systems
include fire alarm control panels, advanced fire alarm monitoring systems, smoke, heat and carbon
monoxide detectors, voice evacuation systems and emergency lighting systems. We also offer a wide
range of fire suppression systems, the majority which are water-based sprinkler systems. In addition, we
provide custom designed special hazard suppression systems, which incorporate specialized
extinguishing agents such as foams, dry chemicals and gases, in addition to spill control products
designed to absorb, neutralize and solidify spills of hazardous materials. These systems are often
especially suited to fire suppression in certain manufacturing, power generation, petrochemical, offshore
oil exploration, transportation, data processing, telecommunications, commercial food preparation,
mining and marine applications.
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We install fire detection and fire suppression systems in both new and existing buildings. These
systems typically are purchased by owners, construction engineers and ‘mechanical or general o
contractors. In recent years, retrofitting of existing buildings has grown as-a result of legislation
mandating the .installation of fire detection and fire suppression systems, especially in hotels, healthcare.
facilities and educational establishments. More recently, in September 2008, the International
Residential Code Council, a non-profit association that develops model code documents that are the
predominant building and fire safety regulations adopted by jurisdictions in the United States, adopted
proposals to amend the 2009 International Residential Code to require sprinkler systems in new one
and two family dwellmgs effective in J anuary '2011. In addition, we continue to focus on system
mamtenance and inspection, whlch have become mcreasmgly s:gmf:cant parts of our busmess

Customers

Fire Protection Services’ customers include commercial enterprises, governmental entities; airports,
commercial shipping companies, fire departments, transportation systems, healthcare owners,
petrochemlcal facnllues and homeowners. We market our fire detection and fire suppression systems to.
the majority of thesc customers through a direct salés force.

. : A .
. . i . B . .

Competition ’ ' . . L _ : . .
Competition in the fire detection and fire suppression business varies by region. In North America,
we compete with hundreds of smaller contractors on a regional or local basis for the installation of-fire
detection and fire suppression systems. In Europe, we compete with many regional or local contractors
on a country- by-country basis. In Asia, Australia and New Zealand, we compete with a few large “fife
detection and fire'suppression contractors, as well as with many smaller regional and focal compames
We_compete for ﬁre detection and fire suppressmn systems contracts pnmanly on the basis of service,

quality and price.

st . Lo : ’ . 1, .t
e S ' . P, .

Electrlcal and Metal Products

1 .

G)ur Elecmcal and Metal Products segment demgns manufactures and sells galvamzed steel tublng
and pipe products, pre-wired armored electrical cables, electrical support systems and metal framing .
systems.-In North America, our Allied Tube & Condiiit business is a leading manufactorer of electrical
steel conduit and our AFC Cable Systems division is a leading manufacturer of steel and aluminum
pre-wired electrical cable. Electrical and Metal Products also manufactures and sells cable tray systems,
steel tubes, tiles, plates and other specialty formed steel products in South America, Asia Pacific and
EMEA. With 2008 net revenue of $2.3 billion, our Electrical and Metal Products segment comprises . -
11% qf our consolidated net revenue. In 2007 and 2006, net revenue totaled $2.0 billion or 11% of our
consohdated net revenue and $1.9 blIllon or 11% of our consolidated net revenue, respectively.

‘.

! The market prices of key raw materials such as steel and copper have a significant impact on the
segment’s operating resulis. In-particular, we monitor the difference between what the company paid
for these raw materials and the selling price charged to customers for the range of value-add products
manufactured from these raw materials. As a result, this segment maintains diligent focus on raw
materlal purchases manufacturmg processes pncmg and sales strategles :

. -, ; . .
* i * . 4 - ¥

S tra regy.

We mtend 10 ‘maintain our markct position in key end markets by continuing to take advantage of -
our low-cost manufacturing base, technical leadership and brand recognition. We also plan to build our
product portfolio through enhancementsto exnstmg lines as well as introductions of new. offerings to
the marketplace : oo ! S e .

. + ' : . A
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Services and Products ' RT

Electrical and Metal Products designs and manufactures galvanized steel tubing and pipe products
that include electrical conduit, fire sprinkler. pipe, light gauge steel tube, fence pipe and automotive, ..
tubular components. These stcel tube and pipe products are sold under the brand names Allied Tube &
Conduit, Century Tube and Tectron Tithe. In addition, we manufacture various electrical support system
products including strut channel, metal framing, cable tray systems and associated fittings, sold under.
brand names Unistrut, PowerStrut, TI Cope and Acroba. ' .

.

We also design and manufacture pre- -wired ‘armored and metal-clad eleétriwcal cable, flexible -asnd ’
non-metallic conduit, PVC and HDPE cable protection products,'as well as other fire stop products. -
These offerings are sold under the brand names AFC Cable Systems, Edstern Wire and Conduit, and.:
Kaf-Tech.

Customers

The majority of the products manufactured by Electrical and Metal Products are used by trade
contractors in the construction and modernization of non-residential structures such as commercial,
office buildings, institutional facilities, manufacturing plants and warehouses, shopping centers and . -
multi-family dwellings. Nearly 90% of these products are sold through wholesale distribution to trade -
contractors; the remaining 10% of sales are sold to smaller contractors and homeowners through -
big-box home improvement retailers.. Distribution-based sales account for 75% of the total revenue. for
Electrical and Metal Products segment. T

The pther major customer segment, representing approximately 25% of revenue, is the OEM -
market. The-steel tubes supplied by Electrical and Metal Products are ultimately used as a component,
for OEM products in automotive, commercial or industrial end markets. Steel tubular products are sold
direct to OEMs or, in the case of automotive components, {o suppliers. .

.
« 4

Competition e e ' e : ‘ S

pl

The market for electrical ¢onduit and wmng and supports, fire protection and security products
and steel tubing includes a broad range of” competltors Our” prmmpal competitots range from national -
manufacturers to smaller regional players. Our éustomers purchase from us because of the product o
availability, breadth of product line and the premium quality of products. C

Foreign suppliers, especially those'in China, Turkey and India, also aggressively pursue the
sprinkler pipe and-fence pipe market through their standard pipe offerings. '

Safety Products ‘ ' T ' . ‘ : : o

Safety Products designs, manufactures and sells fire protection, security and life safety products,
including fire suppression products, breathing apparatus, intrusion security, access control and video
management systems. In addition, Safety Products manufactures products instatled and serviced by
ADT Worldwide and Fire Protection Services. We arc a major provider of fire suppression, electronic ;
security and life safety products. With 2008 net revenue of $1.9 billion, our Safety Products segment .,
comprises 9% of our consolidated net.revenue. In. 2007 and 2006, net.revenue totaled $1.7 billion and -
$1.6 billion, respectively, which, represents 9% and,10% of our consolidated net revenue, respectively. ,

. v - o . [] B . P - !

N [ . LI
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Strategy ' .

We inténd to accelerate our revenue growth by implementing the following strategies: leveraging
our product development pipeline, which features enhancements and newer technologies in Internet
Protocol, integrated access control, intrusion solutions and new fire suppression technologies; expanding
our presence in emerging markets, such as China, Eastern Europe and India; and pursuing strategic-
partnerships and acquisitions in key product areas. We intend to improve our recurring revenue stream
by further integrating our product portfolio with logical security systems and communications services,””
as well as by enhancing the.inter-operability of our intrusion security, access control, video systems and
fire detection products. We plan-to improve our profitability by continuing to move our mandfactul_"ing'
footprint to low-cost countries and by driving operational excellence and strategic sourcing initiatives.

Services and Products

We manufacture fire suppression products, including water sprinkler systems, portable fire
extinguishers, commercial suppression systems for special hazards including: gas, powder and foam
agents, forestry and hose products used to fight wildfires, and fire-fighting foam and related delivery
devices. We manufacture. life safety products, including self-contained breathing apparatus designed for
firefighter, industrial and military use, supplied air respirators, air-purifying respirators, th¢rmal imaging
cameras, gas detection equipment and. gas masks. Qur breathing apparatus are used by the military -
forces of several countries and many U.S. firefighters rely on our Scott Air-Pak brand of self-contained
breathing apparatus. : . o

We design and manufacture electronic security products, including integrated video surveillance and
access control systems to enable businesses to manage their security and enhance business performaice.
Our global access control solutions include: integrated security management systems for enterpris¢’
applications, access control solutions for mid-size applications, alarm management panels, door .
controllers, readers, keypads and cards. Our global video system solutions include: digital video
management systems, matrix switchers and controllers, digital multiplexers, programmable cameras, '

monitors and liquid crystal displays. Qur intrusion security products provide advanced security products
for homes and businesses ranging from burglar alarms to a full range of security systems including
alarm control panels, keypads, sensors and central station receiving equipment used in security -
monitoring centers.

We also manufacture a number of products for ADT Worldwide and Fire Protection Services for
incorporation into their electronic security systems and fire detection and fire suppression systems. ..
These products include a wide range of our fire detection and fire suppression products, security video
and access control products, electronic article surveillance and intrusion products. ‘

¢ 4

Customers

In addition to our ADT Worldwide and Fire Protection Services segments, Safety Products sells its
products primarily through indirect distribution channels around the world. These business partners sell
to customers including contractors that install fire suppression, security and theft protection systems!
Some of our partners are integrators and install the products themselves; others act as dealers and sell
to smaller fire and security contractors. Our end customers for our breathing apparatus’include fire
departments, municipal and state governments and military forces. Customers for our fire sprinkler
products include distributors, commercial builders and contractors. Residential builders, contractors and
developers are emerging customers for our sprinkler products given changing regulatory dynamics.

Our Safety Products businesses utilize a worldwide network of sales offices and operate globally
under various trade names, including Scott, Ansul, Grinnell, SoftwareHouse, American Dynamics, DSC
and Bentel.
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Competmon — C S e e .

Competition for the manufacture and sale of our products is based on specrallzed product capacity,
breadth of product line, price, training and support. and dehvery The prrnc1pal competltors are
Specralty products manufacturing companies based in the United States _with other smaller cornpetltors
in Europe and Asia.

Backlog

See ltem 7. Management s D:scussron and Analysrs of Fmancral Condmon and Results of
Operattons for 1nforma'non relating to our backlog. L, e e

r v . oy

. -
C P [ ' o

Intellectual Property . . S oo , .. ,

Patents and other proprletary rrghts are lmportant to our busmess We also rely upon trade secrets
manufactunng khow-how, continuing technologncal innovations and hcensmg Opportumnes to maintain
and improve our competitive position. We ‘review third-party proprietary rights, lncludlng patents and
patent apphcatrons in an effort to clevelop an effectrve intellectual property strategy, avoid
mfrmgement of third-party proprtetary nghts 1dent1fy l1censrng opportumtles and monrtor the

mtellectual property claims of others . ‘ N T , :

We own a portfolio of patents that prrncrpally relates to: electronlc security systems; fire detection
systems; suppression systems; fire extinguishers and related products; integrated systems for surveillance
and control of public transportation and other public works; fire protection sprinklers and-related . .
systems and products; structural and electrical tubing and conduit; building structural members, panels
and related fixtures; concrete reinforcing products ‘fire- rated and-armored electrical cabling; heat
tracmg and floot heatihg §ystems; security wire and fencnng, and flow control products including valves,
actuators and' controllers and airflow control and sensing products. We'also"owr a portfolio of A
trademarks and are a licensee of various patents and trademarks. Patents for individual products extend
for varying periods according to the date of patent filing or grant and the legal term of patents in the
various countries where patent protectlon 1s obtamed Tradernark rlghts may. potcnt1ally extend for
longer. periods of time and are dependent upon natlonal laws and use of the ‘marks.

While we consider our patents -and trademarks to be valuablé assets; we do not’believe that our:
overall competmve ‘position 1s dependent on patent or ‘trademark protectlon or that-our overall

operations are dependent upon any single ‘patent or group of related patenits. -~ 1t ' n
L E . . (“;' ” . L Y .

. r

g r.‘:, L Jt : . . ., L. R . . o ' 1
Research and Development ‘ b r )
' . it . . V3 . . .

We are engaged in -research and developrnent in’an effort to introduce new products to enhance -
the effectiveness, ease of use, safety and reliability- of our existing products and to-expand the
applications for which the uses of our products are appropriate. We continually evaluate developing «
technologies in arcas that we believe will enhance our busmess for possible investment or acqursrt1on
Qur research and development expense was $127 mrlllon in 2008 $120 mlllron in 2007 and $111 mllhon
in 2006. ST v S

. - LA B . Jedes b e L S e P [ S TR
BTN - Y L [N A N ' sl

Raw and Other Purchased Matertals

N o, T P T T Y R S
We are a large buyer of metals and other commodmes including gasolme Certain of the *
components used in' the Fire Protection Services busmess principally ‘certain’ valves and fittings, are”
purchased for installation in fire protection systenis or for disttibution, Materlals are purchased frorn a’
large number of indépendent sources around the wofld. There have been .né shortages in materials

which have had a material adverse effect on our businesses. However, significant changés in certain raw
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material costs may have an adverse impact on costs and operating margins. In particular, our Electrical’
and Metals segment is significantly affected by volatility in the price of copper and steel, with operating
margins coritracting in a declining pr1ce ‘environment and expanding when prices of these commodities
are rising. We enter into long-term supply contracts usmg fixed or variable pncmg to manage our '
exposure to poténtial supply disruptions. -

Governmental Regulation and Supervision

Our operations are subject to numerous federal, state and local consumer protection, licensing and
other laws and regulations, both within and outside the' United States. For example, most U.S. states in
which we operate have licensing laws directed specifically toward the alarm and fire suppression
industries. Our ADT Worldwide business currently relies primarily upon the use of wireline telephone
service to communicate signals, and wireline telephone companies in the United States are regulated by
both the federal and state govcrnments Another example is our Flow Control business, which is subject
to strict regulatlons governing the import and export of goods and technologles ACross mtemanonal
borders partlcularly with respect to “dual use’ products In addition, government regulation of fire
safety codes can impact our Fire Protectlon Services business. These and other laws and regulations
impact the manner in which we conduct our business, and changes in legislation or government pohcnes
can affect our worldwide operations, both positively and negatively. For a more detailed descr1pt10n of .
the various laws and regulations that affect our business, see “Item 1A. Risk Factors—Risks Related to
Legal, Regulatory and .Compliance- Matters” and “Item 3. Legal Proceedings.” 3y

! M . .-

. . ’ PR K : o S,

Environmental Matters = .

We are subject to numerous foreign, 'federal state and local environmental protection and health
and safety laws governing, among other thmgs the generation,. storage use and transportation.of ...
hazardous materials; emissions or dlscharges of substances into the enyironment; and the health and
safety of our employees.

T : . R . A

““Certain environmental laws assess liability on current or previous owners or operatoré of real ’
property for the cost 6f removal or remediation of hazardous substances at their propertles or at
properties at which they have disposed of hazardous substances. In addition to cleanup actions brought
by governmental authorities, private, parties could bring personal injury or other claims due to the -
presence of, or exposure to, hazardous substances or pursuant to mdemmftca‘uons pr0v1ded by us.in
connection with asset disposals. We have received notlﬁcatlon from the U.S. Environmental Protection
Agency and from state environmental agencies that conditions at a number of sites where we and
others disposed of hazardous substances require cleanup and other possible remedial action and may
require that we reimburse the government or otherwise pay for the cost of cléanup of those sites and/or
for natural resource damages. We have projects underway at a number of current and.former ,.
manufacturing, facilities to investigate and remediate environmental contamination resulting from past- «
operations. . o oo :

3

leen uncertamtles regardmg the extent of the reqmred cleanup, the interpretation of apphcable B
laws and regulatlons and alternatwe cleanup methods, the ultimate cost of cleanup at disposal sites and
manufacturing facilities is difficult to predict. Based upon our experience, current information regardmg
known contingencies and applicable laws, we believe that it is probable that we would incur remedial |
costs in the range of approximately $37 million to $76 milfion. As of September 26, 2008, we believe
that the best estimate within this range. is approximately $43 million, of which $10 million is included in
accrued expenses and other current liabilities and,$33 million is included in other liabilities on the_
Consolidated Balance Sheet. In view of our financial position and reserves. for env1r0nmental matters
we beheve that any potential payment of such estimated amounts will not have a matenal adverse S
e.ffectlon__our financial position, results of operations or cash flows. .

+
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Employees . - L i Yoo ' L e |

As of September 26, 2008, we employed 'approxirrlarely 113,000 people warldwide, of which
approximately 42,000 are employed in the United States and 71,000 are outside the United States. We
have collective bargaining agreements with labor unions covering approxrmately 19,000 employees and
believe that.our relations with the labor unions are generally good. - e

B , . . . , .o - . . . 1

Available Information : - -

Tyco is-required to file annual, quarterly and special reports, proxy statemenis and other
information with the SEC. Investors may read and copy-any document -that Tyco files, including this
Annual, Report on Form 10-K, at the SEC’s Public Reference Room at 100 F Street, N.E., Room 1580,
Washington, DC 20549. Investors may obtain information on the operation of the Public Reference
Room by calling the SEC at 1-800-SEC-0330."In addition, the SEC maintains an Internet site at
hup:ffwwwisec.gov that contains reports, proxy and information statements and other information
regarding issuers that file electronically with the. SEC, from which investors can electronically access
Tyco’s SEC filings. D '

Our Internet website is www.fyco.com. We make available free of charge on or through our website
our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K,
reports filed pursuant. to Section 16 and any amendments to those reports filed or furnished pursuant
to section 13(a) or 15(d) of the exchange act as soon as reasonably practrcable after we electromcally
file or furnish such materials to the Securities and Exchange Commission. In addition, we have posted |
the. charters for our Audit Committee, Compensation and Human Resources Committee, and
Nommatmg and Governance Committee, as well as our Board. Governance Prmcrples gnd Guide to
Ethical Conduct on our website under the heading “Corporate Responsrbrhty—(;overnance ” These
charters and principles are not incorporated in this report by reference We will dlso provide a copy of
these documents free of charge to shareholders upon request. |, - .

17 .

Item 1A. ‘stk Factors . R S

Fl

You should carefully consider the risks described below before investing'in our publicly traded securities. ‘
The risks described below are not the only ones facing us. Our business is also sibject to the risks that |
affect many other companies, such as competition, technological obsolescence, labor relations, general |
economic conditions, geopolitical events, climate change and intemational operaaons Additional risks not
currently known 1o us or that we cun'emly believe are rmmatenal also may impair our busmess operations
and our liquidity.

L}

Risks Relating to Our Businesses . L .

General economic and cyclical mdusny condmons may adversely aﬁect our ﬁnancwl condmon results of

operat:ans or cash flows. . R

_ . |
Our-operating results can be adversely affected by general economic conditions and the cyclical ™ |
pattern of ceitain industries in which we operate. For-example, demand for our services and products is 1
significantly -affected by the level of commercial construction, the' amount of discretionary consumer
and business spending, and the performance of the housing market, each of which hlstoncally has "
displayed significant cyclicality. Recent economic weakness has begun to affect our businesses. In’
particular, weakness in the non-residential construction-market as well as deteriorating’ economic
conditions in some of our geographic markets has begun to impact our ADT Worldwide business.
Continued weakness in the U.S. or global economies, or in the industries in which we operate, could
have a materially negative impact on our financial condition, results of operations or cash flows.
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We face intense competition in each of our businesses, and competitive challenges from lower cost
manufacturers in overseas markets. If we cannot successfully compete in an mcreasmgly global market-
ptace, our operatmg results. may be adversely aﬁected L

We operate in competitive domestic -and mternatlonal markets and compete with many htghly
competltlve manufacturers and service providers; both domestically and;on a global basis. Our . ... -
manufacturing businesses face competition from lower cost manufacturers in Asia and elsewhere and
our servicé businesses face competition from alternative service providers around the world. Key |
components of our competitive position are our ability to adapt to changing competitive env1ronments
and to manage-expenses successfully. This requires confinuous managément focus on reducing costs,
maintaining our competitive position and improving efficiency through cost controls, productivity *
enhancements and regular appraisal-of our asset portfolio. If we are'unable to achieve appropriate *-
levels of scalability or cost-cffectivéness, or if we are otherwise unable to manage and react to changes
in the global marketplace oir operating results mdy be adversely affected

L LI . N v, ) ]

Our future growth is largely dependent upon our abdtty to develop or acquire hew technolog:es that :

achieve market acceptance with acceptable margins. '

Our businesses operate in global markets that are characterized by rapidly changmg technologles
and evolving industry-standards. Accordingly, our future growth rate depends upon a number of factors,
including our ability to: identify emerging technologtcal trends in our target end-markets; develop,
acquire and maintain competitive products and services; enhance our products and services by adding
innovative features that differentiate our products and services from those of our competitors; and
develop or acquire; tmanufacture'and brmg products anid services to market quickly and cost-effectlvely
Qur ability to develop or acquire new products and servicés based on technologrcal innovation can " °
affect our competttlve ‘position and requlres ‘the investment of significant resources. These acqu151tlons
and development efforts divert resources from othet potential investments in our businesses, and they
may not lead to the development of new technologies, products or services on a timely basis or that,
meet the needs of our customers as fully as competitive offerings. In addition, the markets for our
products and services may not develop or grow as we anticipate. As a result, the failure of our * - -
technology, products Or services to gam market acceptance or their obsolescence could significantly,
reduce Our revenues, increase’ our operatmg costs or otherw1se adversely affect 'our financial condmon
results of operattons or cash flows. . ' .

Our ADT busmess may e.xpenence higher rates of customer attntwn,\whtch may reduce our future
revenue and cause us fo change the estimated usqful lives of assets related to our security momtonng
customers, increasing our depreciation and amortization expense.

Attrition rates for customers in our ADT Worldwide business increased over the prior year to an
average of 12.9% on a trailing 12-month basis for 2008, as compared to 12.3% for 2007, and 14. 2% in
2006. Although rates have not increased significantly in the last fiscal year, if attrition rates continue to
trend upward, ADT’s recurring revenue and results of operations will be adversely affected. The risk is
more pronounced in times of economic uncertainty. Tyco amortizes the costs of ADT’s contracts and
related customer relationships purchased through the ADT, dealer program based on the estimated life
of the, customer relationships. Internally generated residential and commercial pools are similarly
depreciated. If. the .attrition. rates were to rise Tyco may be required- to,accelerate the depreciation and
amortization of subscriber, system assets and intangible assets, which could cause a matertal adverse,
effect on our financial condition. or results of gperations: -+ .. . . ) .

.- t . . FE. ‘. . . ) o
. o, . . g - bt [ ' . v
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We have significant foreign operations, which are subject to political, economic and other risks inherent
in operating in foreign countries. + - - . .

We have s1gn1f1cant operations out51de of the United States. We currently operate in approximately
60 countries. We generated 52% of our net revenue outside of the United States in 2008, We expect *
net revenue generated outside of the United States to continue to represent a significant portion of
total net revenue. Business operations outside of the United States-are'subject to political, economlc
and other risks inherent in operating in certain countries, such as: -

s the difficulty of enforcing agreemems, eolleeting'receivables and protecting assets'through foreign
legal systems;

+ trade protection mieasures and import or export licensing re u1rements
P p p q

+ difficulty in staffing and managmg widespread 0perat10ns and the applrcatlon of fore1gn labor
regulations; . R . K K

* compliance with a varicty of foreign laws and regulations; , . .

. changes In the general polmcal and economic condmons in the countries where we operate,
. partlcularly in emerging markets '

LI

* the threat of natronallzatron and exproprratron R
. A

’ mcreased costs and nsks of domg busmess in a number of forelgn ]urrsdrcuons

R S S P ‘ Py
* changes in enacted tax laws; ' _ o : ' !

. . f I 4 Lo » . v

limitations on repatriation of earnings;and < - 0 :
¢ fluctuations in equity and revenues-due to changes in foreign currency exchange rates.

Changes'in the political or economi¢ environments in the countries in which’ we operate could have
a material adverse effect on our financial condition, results of operations or cash flows,'

Vol‘atd!{y in currency exchange rates, cammodrty prices and interest rates may adversely aﬁect our
Sfinancial condition, result of operations or cash flows.. - - . '

We are exposed to a variety of market risks, including the effects of changes in currency exchange
rates, commodity prices and interest rates. See Part II Item 7A. Quantrtanve and Quahtanve
Disclosures About Market Risk. - ' .

Our net revenue derived from sales in non-U.S. markets for 2008 was 52% of our total net *' -
revenue, and we expect revenue from non-U.S. markets to continue to represent a significant portion of
our net revenie. Therefore, when the U.S. dollar sttengthens in relation to the currencies of the
foreign countries where we sell our products and services, as it has recently done, our U.S. dollar
reported revenue and income will decrease, and vice-versa. Changes in the relative values of currencies
occur regularly and in some instances, may have a significant effect on our results of operations. Our
financial statements reflect recalculations of 1tems denominated in non-U.S. currencies to U.S. dollars
our functional currency e : ' :

' T2 . -
In addmon we are a large buyer of metals and other eommodrtres including fossil fuels for our .
manufacturing operations and our vehicle fleet, the prices of which have fluctuated significantly in
recent years. Increases in the prices of some of these commodities could increase the-costs of
manufacturing our products and providing our services.. We may not be able to pass on these costs to
our customers or otherwise effectively manage price volatility and this could have a material adverse
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effect-on out financial: condition, Tesults ‘of operations.or ¢ash flows. Further, in a declining price+’
environment, our operating margins may contract because we account for-inventory using the first-in,
first-out method. This is most pronounced in our Electncal and Metals segment where decllnmg

) i i o

copper and steel prices have begun to negatlvely affect our marglns o .

et - it
We monitor these exposures as an nntegral part of»our overall risk management program. |In SOme
cases, we purchase hedges or enter into-contracts to insulate our resuits of operations from these . +-
fluctuations. These hedges and contracts are subject to.theirisk that our counterparty may not perform..
As a result, changes in currency exchange rates, commodity prlces and interest rates may have a
‘material adVerse &ffeét on our findritial condition, results of dperations or cash ﬂows o

. EE "J,
Divestitures of some of our businesses or, product lines may materially adversely affect our financial -
candrtmn results of aperatmns or cash ﬂows

e cr o e . - L e
We contlnue to evaluate the performance of all of our busmesses and may sell busmesses or
product lines. For example, our Board of Directors approved several divestitures in 2008, including a
subsidiary that makes and sells fire protectlon products in*Japan, -a ‘Eturopean manufacturer of building
products for the construction mdustry,a European manufacturer of public pddress and acoustic systems
and substantially atl of our Infrastructure Services business. Any dlvestrture could result m sxgmflcant
asset impairment charges, including those related to goodwill and othér lntanglble assets 'which ‘could
have a material adverse effect on our financial condition and results of operations. Divestitures could
involve additional risks, including difficuities 1n the separation of operatlons services, products and
personnel, the diversion of managément’s attention: from othér business coficerns, the dlsruptlonlof our
business, the potential loss of key employees and the retention of uncertain envirgnmental or other
contingent liabilities related to the divested business. We cannot assure you that we will be successful in

managing these or any other significant risks that we encounter in_divesting a business or. product line.

Qur business strategy inclides dequiring companies and making invéstmérits that cothplement oy existing
-businesses. These acquisitions and investments could be unsuccessful or consume significant resoyrees,
which could adverse{y affect our. operanng results.

AN 7 DT R AT R Y T ..n' L N . PR

Acqu1smons and investments may involve significant cash expenditures, debt incurrence, operating

losses and expénses that-could hiavé a thaterial- adverse: effect’on our -finaricial condition®and- operaung
results. Acquisitions involve numerous other risKs, includiig: ¢ RERF O R

'« diversion of management time and attentron from dally operatrons Tatiee T

ra 4 . '
H it T 4 it

. dxfflcultles 1ntegrat1ng acqurred busrnesses technologies and personnel into our business; -

L L

* inability to obtain required- regulatory. approvals andfor requlred financing on favorable terms;

. potentldl loss of key employees key contractual relatlonshlps or key customers of acquu'ed
compames ‘or of us;, and

' [T . -

L I's r-'i [ T . T L R L) :
S assumpt}on of the habllmes and exposure to unforeseen liabilities of acqulred bornpames T
s G, e N L T R | :sc,

It may be difficult for us.to complete. transacuons quickly and. to'mtegrate acqu1red operatrons
effrcrently into our current business operations. Any acquisitions or investments may, ultrmatelysharm o
our business and financial condition, as such acquisitions may not be successful and may ultlmately

‘ w ot
ot

result in impairment charges.” © © ' * v R po e
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If we cannof obtain sufficient quantities of materials, components and equipment reguired for our
manufacturing activities at competitive prices and quality and on a timely basis, or if our
manufacturing capacity does not meet demand, our financial condition, results of operations or cash
Jlows may suffer.

We purchase materials, components and equipment from third parties for use in our manufacturing
operatlons If we cannot obtain sufficient quantities ‘of these items at competitive prices and quality and
on a timely basis, we may not be able to produce sufficient quantities of product to satisfy market °
demand, pfoduct shipments may be delayed or our material or manufacturing costs may increase. In
addition, because we cannot always immediately adapt our cost structures to changing market
conditions, our manufacturing capacity may at times exceed or fall short of our production
requirements. Any of these problems could result in the loss of customers, provide an opportunity for
competing products to gain market acceptance and otherwise adversely affect our financial condition,
results of operations or cash flows.

Failure to retain or attract qualified personnel could adversely affect our business..+ :

The Company’s culture and guiding principles focus on continuously training, motivating and
developing employees, and in particular it strives to attract, motivate and retain qualified managers to
handle the day-to-day operations of a highly diversified organization. If we fail to’ retain and attract
qualified personnel, the Company’s operations could be adversely affected. In addmon excessive
turnover in personnel could cause manufacturing inefficiencies in certain of our businesses. The
demand for experienced management in certain geographic areas also makes it difficult to retain
qualified production employees. High turnover could result in additional training and mefﬁcnencnes that
could adversely 1mpact the Company’s operating results.

We may be required o recognize additional impairment charges.

Pursuant to accounting principles generally .accepted in the United States, we are required to
periodically assess our goodwill, intangibles and other long-lived assets to determine if they are
impaired. Disruptions to our business, end market conditions and protracted economic weakness,
unexpected significant declines in operating results of reporting units, divestitures and market
capitalization declines may.result in additional charges for goodwill and other asset impairments.
During the annual goodwill impairment testing for the fiscal year ended September 26, 2008, the
carrying amount of goodwill in the Latin America Fire Protection business, part of our Fire Protection
Services segment, exceeded the implied fair value of goodwill. As a result, the Company recognized a
goodwill impairment of $9 million in. the fourth quarter of 2008. The Company believes that its
goodwill balance at September 26, 2008 is recoverable. However, fair value determinations require
considerable judgment and are sensitive to changes in the factors described above. In light of current
economic conditions, additional impairments to one or more 'of our reporting units could occur in
future periods whether or not connected to the annual impairment analysis. The Company has certain
reporting units which have limited excess of fair value over carrying value. The goodwill balance for -
reporting units with less than a ten percent excess of fair value over carrymg value in the aggregate was
approximately $2. 4 billion at September 26, 2008. Future impairment charges could materially affect
our reported earnings in the periods of such charges and could adversely affect our financial condition
and results of operations.

Risks Related to Legal, Regulatory and Compliance Matters

We are named as a defendant in'a variety of litigation in the course of our businéss that could cause a
material adverse effect on our financial condition, results of operations or cash flows. ~

[n the ordinary course of business, we are named as a defendant in a significant amount of
litigation, including claims for damages arising out of the use or installation of our products, litigation
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alleging the infringement of intellectual property rights, litigation alleging anti-competitive behavior,
product liability litigation, litigation alleging violations of federal and state securities:laws, employee
matters and commercial disputes. In certain circumstances, patent infringement and anti-trust laws
permit successful plaintiffs to recover treble damages. The defense of these lawsuits may divert our
management’s attention, and we may incur significant expenses in defending these lawsuits, In addition,
we may be required to pay damage awards or settlements, or become subject to injunctions or other
équitable remedies, that could have a material adverse effect on our financial condition, results of
operations or cash flows. Moreover, any insurance or indemnification rights that we ‘have may be
insufficient or unavailable to protect us against potential loss exposures.

Leg;s[atwe and other measures that may be taken by U. S. governmental authorities could materially
increase our tax burden or otherwise adversely aﬁect our financial conditions, results of operations or
cash ﬂaws

We continue to assess the impact of various U.S, federal and state legislative proposals, and
modifications to existing tax treaties'between the United States and foreign countries, that could result
in a material increase in our U.S. federal and state taxes. In October 2004, the U.S. Congress enacted
legislation affectmg the tax treatment of U.S. companies that have undertaken certain types of
expatriation transactions. Such legislation did not, however, retroactively apply to the 1997 acqmﬁition
of Tyco International Ltd. by ADT Limited (a public company that had been located in Bermuda since
the 1980’s with ofigins dating back to the United Kingdom since the early 1900’s), as a result of which
ADT changed its name to Tyco Internatlonal Ltd. and became the parent to_ ‘the Tyco group. More
recently, several proposals have been 1ntroduced in the U.S. House of Representatwes that, if
ultimately enacted by the U.S. Congress would limit treaty benefits on certain payments made by our
U.S. subsidiaries to non-U.S. affiliates. We cannot predict the outcome of any specific legislative
proposals. However, if such proposals were to be enacted, or if modifications were to be made to
certain existing tax treatics, the consequences could have a material adverse impact on our financial
condition; results of .operations or cash flows by increasing our tax burden, increasing costs of our tax
compliance, or requiring-us to take corporate actions in response to government initiatives.

In addition, varlous U.S. federal and state legislative proposals have been introduced in recent !
years that deny, or would deny, governiment contracts to U.S. companies that move their corporate
location abroad. The legislative proposals, cou]d cover ‘the 1997 acqunsmon of Tyco International Ltd. by
ADT Limited. .

We are unable to predict the likelihood of final form in which any proposed legistation mlght
become law, the nature of regulations’'that may be promulgated under any future legislative '
enactments, or the effect such.enactments and increased regulatory scrutiny may have on our business.

In addition, there continues to be negative publicity regarding, and criticism of, U.S. companies’
use of, or relocation to, offshore jurisdictions, including Bermuda. As a Bermuda company, this _
negdtlve publicity could harm our reputanon and impair our ability to generate new business if
companies or governmental agencies decline to do business with us as a result of any percewed
negative pubhc image of Bermuda companies or the possnblhty of our customers recelvmg negative
media attention from doing business with a Bermuda company.

Changes in legislation or governmental regulations or policies can have a significant imbact on our
Sinancial condition, results of operations or cash flows.

*

We operate in regulated industries. Our U.S. operations are sub]cct 10 regulatlon by a number of
federal, state and local governmental agencies with respect to safety of operations and equipment, labor
and employment matters and financial responsibility. Intrastate operations in the United States are
subject to regulation by state regulatory authorities, and our international operations are: regulated by
the countries in which they operate and by extra-territorial laws. We and our employees are subject to
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various U.S. federal, state and local laws and regulations, as well as non-U.S. laws and regulations,
including many related to consurner protection. Most states in which we operate have licensing laws
covering the monitored ‘security services industry and the construction industry.-OQur ADT Worldwide
business relies heavily upon wireline telephane service to communicate signals, and wireline telephone
companies are regulated by both the fedéral and state governments. Changes in laws or regulations
could require us to change the way we operate, which could increase costs or otherwise disrupt ‘
operations. In addition, failure to comply with any applicable laws or regulations couid result in ..
substantial fines or revocation of our operating permits and licenses. If laws and regulations changed. or.
we failed to comply, our financial condition, results of operations or cash flows could be matenally and
adversely affected. - o . : . . : .

We could be adversely affected by walatmns o_f the U S Foreign Com:pt Pramces Act and szmtlar

anti- bnbery laws outs:de the Umted States.

The U.S. Foreign Corrupt Practices Act (the- “FCPA’ ) and similar anti: :bribery laws in other
jurisdictions generally prohibit companies and their intermediaries from making improper payments to
non-U.S. officials for the purpose of obtaining or retaining business. Our policies mandate compliance
with these anti-bribery Jaws. We operate in many parts of the world that have experienced: i
governmental and commercial corruption to some degree and in certain circumstances, strict:
compliance with anti-bribery laws may conflict with local customs and practices. We tannotiassure you
that our internal control policies and procedures always will protect us from reckless or.criminal acts
committed by our employees or agents. Furthermore, we have been subject to investigations by the
DOJ and the SEC related to allegatlons that improper payments have been made by our subsidiaries in
recent years in violation of the FCPA. We have reported to the DOJ and the SEC the mvestlgatwe
steps and remedlal measure‘; that we have taken in response to the allegallons We have ‘also retained
outside counsel to pcrform a company-mde baseline review of our policies, contrals and practxces ‘with
respect to the FCPA, and we periodically provide updates to the SEC and DOJ. We also intend to
present our factual findings upon the conclusion of the review. As a result, it is possible that we will be
required to pay material fines, consent to injunctions on future conduct or suffer other penalues or
adverse impacts, including being subject to securities litigation or a general loss of investor confidence,
any one of which could adversely affect our financial position, results of operations, cash flows, business
prospects or the market value of our stock. e

. . . v

. "y

[ - 4 . . '
1 .

Our failure to satisfy international trade compliance regulations may adversely affect us. f P

Tyco’s global opérations Tequire |mportmg and exporting goods and technology across mternatlonal
borders on a regular basis. From ' time 10 tirfe, Tyco obtains or receives information alleging improper
activity in connection with imports or exports. Tyco’s policy mandates strict compliance with U.S. and
foreign international trade laws. When Tyco receives information alleging improper activity, its policy is
to investigate that information and respond appropriately, including, if warranted, reporting-its findings
to relevant governmental authorities. Nonetheless, we cannot provide assurance that.our paolicies and
procedures will always protect us from actions that would viokate U.S. and/or foreign laws. Such
improper actions could subject the Company to civil or criminal penalties, including material monetary
fines, or other adverse actions including denial of import or export privileges, and could damage our
reputation and our business prospects.

We continue to be subject to a number of lawsuils stemming from the actions of our prior senior
management. Adverse outcomes of these matters could have a material adverse effect on our financial
condition, results of operations or cash flows.

In 2007, we settled the majority of the legacy securities claims brought against Tyco related to the
actions of former senior management by contributing our share to a $2.975 billion settlement fund.
However, the settlement did not purport to resolve all sccurities cases, and several cases remain
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outstanding. These outstanding cases include claims made under the Employee Retirement Income
Security Act, claims made by plaintiffs not included in the class covered by the settlement and claims
made by plaintiffs that opted out of the settlement. In connection with some of these lawsuits, we are
obligated to indemnify our directors and officers and our former directors and officers who are also
named as defendants to the extent required by Bermuda law: We do not believe that it is feasible to
predict or determine the final cutcome or.resclution of the unresolved proceedings. An adverse
outcome from the unresolved proceedings could materially and adversely affect our financial condition,
results of operations or cash flows. ; :

We continue to be responsible for a portion of our contingent and other corporate liabilities following the

Separation, primarily those relating to shareholder litigation.

¥

Under the Separation and Distribution Agreement and other agreements, subject 10 certain
exceptions contained in the Tax Sharing Agreement, we, Covidien and Tyco Electronics have agreed to
assume and be responsible for 27%, 42% and 31%, respectively, of.certain of our contingent and other
corporate liabilities. All costs and expenses associated with the management of these contingent and
other corporate liabilities will be shared equally among the parties. These contingent and other
corporate liabilities primarily rélate tolegacy securities litigation and any actions with respect to the
separation plan or the Separation brought by any third party. Contingent and other corporate liabilities
do not include liabilities that are specifically related to one of the three separated companics, whlch are
allocated 100% to the relevant company.

If any party responsible for such liabilities were to default in 1ts payment, when due, of any of
these assumed obligations, each non-defaulting party would be required to pay equally with any other
non-defaulting party the amounts in default. Accordingly, under certain circumstances, we may be
obligated to pay amounts in excess of our agreed-upon share of the assumed obllgatlons related to such
contingent and other corporate, habllmes mcludmg associated costs and expenses.

We could face p}-oduct !iability claims relating to products we manufacture or install. These claims could
result in s:gmﬁcant costs and liabilities and reduce our proﬁtabmty

We face exposure to product liability claims in the event that any of our products results in
personal injury or property damage. In addition, if any of our products prove to be defective, we may
be required to recall or redesign such products, which could result in significant unexpected costs. Any
insurance we maintain may not be available on terms acceptable to vs or such coverage may not be
adequate for liabilities actually incurred. Any claim or product recall could result in adverse publicity
against us, whlch could adversely dffect our financial condmon results of opérations or cash flows.

Jdn addltlon, we could face liability for.failure to respond adcquately to alarm activations. The
nature of the services we provide potentially exposes us ‘to risks of liability for employee acts or
omissions or system failures. In an attempt to reduce this risk, our alarm monitoring agreements
contain provisions limiting our liability in such circumstances. We cannot assure you, however, that
these limitations will be enforced. Losses from such litigation could be material to our financial
condition, results of operations or cash flows. '
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Our operations expose us to the risk of material environmental liabilities, litigation and violations.

We are subject to numerous foreign, federal, state and local environmental protection and health
and safety laws govermng, among other things:

*+ the generation, storage; use and transportation of hazardous-materials;
"+ emissions or dischiarges of substances into the environment; and
*. the health and safety of our employees.

We cannot assure you that we have been or will be at all times in compliance with environmental and
health and Sdfety laws. If we v1olate these Iaws we could be fined, criminally charged or otherwise
sanctioned by regulators. |

Certain environmental laws assess liability on current or previous owners or operators of real
property for the cost of removal or remediation of hazardous substances at their properties or at
properties at'which they have disposed of hazardous substances. In addition to cleanup actions brought
by governmental authorities, private parties could bring personal injury or other clalms due to the - ,
presence of, or exposure to, hazardous substances. '

. We have received notification from the United States Environmental Protection Agency and from’
state environmental agencies, that conditions at a number of sites where we and others disposed of
hazardous substances require cleanup and other possible remedial action and may require that we
reimburse the government or otherwise pay for the cost of cleanup of those sites and/or for natural
resource damages. We have projects underway at a number of current and former manufacturing
facilities 1o investigate and remediate environmental contamination resulting from past operations.
These projects relate to a variety of activities, including:

* solvent, metal and other hazardous substance contamination cleanup, and

* oil spill equipment upgrades and replacement.

]

These projects involve both remediation expenses and capital improvements. In addltlon ‘we remain
responsible for certain environmental issues at manufacturing locations previously sold by us:

The ultimate cost of cleanup at disposal sites and manufacturing facilities is difficult to predict
given uncertainties regarding the extent of the required cleanup, the interpretation of applicable laws
and regulations and alternative cléanup methods. Based upon our experience, current information
. regarding known contingencies and applicable laws, we believe that it is probable that we would incur
remedial costs of approximately $43 miltion, of which $10 million is included in accrued expenses and
other current liabilities and $33 million is included in other liabilities on the Consolldated Balance
Sheet. Enwronmemal laws are complex, change frequently and have tended to become more stringent
over time, While we have budgcted for future capital and operating expcndltures to maintain
compliance with such laws, we cannot provide assurance that our costs of complying with current or
future environmental protection and health and safety laws, or our liabilities arising from past or future
releases of, or exposures to, hazardous substances will not exceed our éstimates or materially adversely
affect our financial condition, results of operations or cash flows. We may also be subject to material
liabilities for additional environmental claims for personal injury or cleanup in the future.based on our
past, present.or future business activities or for existing environmental conditions of which we are not
presently aware. > :

We are subject to ongoing governmental investigations that may have an adverse effect on our business.

We and others have received various subpoenas and requests from the SEC, the General'Service
Administration and other government agencies seeking the production of voluminous documents in
connection with various investigations into our governance, management, operations, accounting-and
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related controls. Some of these investigations stem. from the actions of our former senior management,
while others result from our ongoing business operations. If we or one of our business units were
charged with wrongdoing as a result of any U.S. governmental investigations, mcludmg violation of
certain environmental or export laws, we could be suspended from bidding on or receiving awards of
new U.S. governmental contracts.pending-the completion of legal proceedings. If convicted or found
liable, we could be subject to fines, penalties, repayments and treble and other damages. Any coniracts
found to be tainted by fraud could be voided by the U.S. government. The U.S. government also
reserves the right to prohibit a contractor from receiving new governmental contracts for fraudulent,
criminal or other seriously improper conduct. Independently, failure to comply with U.S. laws and
regulations related 1o the export of goods and technology outside the United States could result in civil
or criminal penalties and suspension or termination of our export privileges. At this time, we cannot ~
predict when these investigations will be completed, nor can we predict what the results of these '
investigations may be. It s possible that we will be required to pay material fines, consent to-
injunctions on future conduct, lose the ability to conduct business with governmental instrumentalities,,
which in turn could negatively impact our business with non-governmental customers, or suffer other
penalties or adverse impacts, each of which could have a material adverse effect on our business. We
cannot predict whether the effects and results of these or other investigations will have a material and .
adverse impact on our financial condition, results of operations or cash flows.

Risks Related to Our Liquidity

Recent disruptions in the financial markets could have adverse effects on us, our customers and our
suppliers, as access to liquidity may be negatively impacted by disruptions in the credit markets, leadmg
fo increased funding costs or unavmlablhry of credit,

In the normal course of our business, we access credit markets to meét our working capital
requircments, 1o service -debt obligations, including refinancing of maturing obligations, and to
undertake other activities, such as acquiring assets. Although we believe we have sufficient liquidity to
meet our current needs, our access to and the cost of capital could be negatively impacted by
disruptions in the tredit markets. Global credit markets have.recently experienced significant = .« .+
dislocations and liquidity disruptions, and continued uncertainty in the credit markets have made . -
financing terms for borrowers less‘attractwe and in certain cases have resulted in the unavallablhty of
certain types of debt financing. These factors may make it more difficult or expeasive for us to access
credit markets to meet our needs. In addition, these factors may make it more difficult for our
suppliers to meet demand for their products or for prospective customers to commence new projects,
as customers and suppllcrs may experience, increased costs of debt fmancmg or difficulties in obtamlng
debt financing. These disruptios in the financial markets have had adverse effects on other areas of
the economy and have led to a slow down 1n general economic activity that we expect to adversely
affect our businesses. These disruptions may have other unknown adverse affects. Based on these
conditions, our profltablllty and our ability to cxccute our business strategy may be adversely affected

+

* Covenants in our debt instruments may adversely affect us.

Our bank credit agreements contain financial covenants, including a limit on the ratio of debt to -
earnings before interest, taxes, depreciation, and amortization and limits on incurrence of liens and
subsidiary debt. Our indentures contain customary covenants including limits on negatwe plcdges
subsidiary debt and sale/lcaseback transactions. .

Although we believe none of these covenants are restrictive to our operations, our ability to meet
the financial covenants can be affected by events beyond our control, and we cannot provide assurance
that we will meet those tests. A breach of.any of these covenants could result in a default under our
credit agreements or indentures. Upon the occurrence of an event of default under any of our credit
facilities or indentures, the lenders or trustees could elect to declare all amounts outstanding
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thereunder to be immediately due and payable and terminate all commitments to extend further credit.
If the lenders or trustees accelerate the repayment of borrowings, we cannot provide assurance that we
will have sufficient assets to repay our credit facilities and our other indebtedness. Furthermore,
acceleration of any obligation under any of our material debt instruments will permit the holders of our
other material debt to accelerate their obligations, which could have a material adverse affect on our
financial condition. See “Liquidity and Capital Resources—Capitalization™,

Material adverse legal Judgments, fines, penalties or settlements could adversely affect our financial health
and prevent us from fulfilling our obligations under our outstanding indebtedness.

We estimate that our available cash, our cash flow from.operations and amounts available to us
under our revolving lines of credit will be adequate to fund our operations and service cur debt for the
foreseeable future. However, material adverse legal judgments, fines, penalties or settlements arising
from our pending investigations and litigation could require additional funding. If such developments
require us to obtain additional funding, we cannot provide assurance that we will be able to obtain the
additional funding that we need on commercially reasonable terms or at all, which could have a
material adverse effect on our financial condition, results of operations or cash flows.

Such an outcome could have important consequences to you. For example, it could:

* require us to dedicate a substantial portion of our cash flow from operations to payments on our
indebtedness, thereby reducing the availability of our cash flow to fund working capltal capital
expenditures, research and development efforts and other general corporate purposes, mcludmg
debt reducuon or dividend payments;

* increasé our vulnerability to general advcrse economic and industry conditions; . .

* limit our flexibility in plannmg for, or reacting to, changes in our busmes&s and the mdustrles in
which we operate

* . restrict our abillty to introduce new technologles or exploit busmess opportunities;

. .make it more difficult for us to satisfy our payment obhgatlons with respect to our outstanding
indebtedness; and

* increase the difficulty and/or cost to us of refinancing our indebtedness.

Risks Relating to Tax Matters

We have disclosed a material weakness in our internal control over financial reporting relating to our
accounting for income taxes that could adversely affect our ability to.report our financial condition,
* results of operations or cash flows accurately and on-a timely basis.

In connection with our assessment of internal control over financial reporting under’ Section 404 of
the Sarbanes-Oxley Act of 2002 for fiscal 2007, we identificd a material weakness in our internal
control over financial reporting relating to our accounting for income.taxes. For a discussion of- our
internal control over financial reporting and ‘a description of the identified material weakness, see
“Management’s Report on Internal Contro! over Financial Reporting™-under Item 9A, ¥Controls and
Procedures.” : ' - . . . '

A material weakness is a deficiency, or a combination of deficiencies, in internal control over
financial reporting, such that there is 4 reasonable possibility that a material misstatemént of the
Company’s annuai or interim financial statements wili not be prevented or detected On a tlme]y basis.
During 2007, management’s procedures and testing identified errors that, although not material to the
consolidated financial statements, led management to conclude that control deficiencies exist related to
tax effecting consolidating entrics, analysis and reconciliation of taxes receivable and taxes payable in
non-U.S. jurisdictions, certain aspects of deferred taxes, and procedures with respect to classification of
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tax amounts in the Consolidated Balance Sheet. During fiscal 2008, the Company completed the first
phase of a remediation plan to address these control deficiencies which included performing account
reconciliations on income tax accounts ‘globally. As of September 26, 2008, we have determined, i
however, that the material weakness continues to exist and requires further remediation in the form of
process improvements and subsequent assessment, . : '

A material weakness in our internal control over financial reporting could adversely impact our
ability to provide timely and accurate financial information. While considerable actions have been taken
to improve our internal controls in'response to the material weakness described above, additional work
continues. If we are unsuccessful in implementing or foltlowing our remediation plan, we may not be
able to timely or accurately report our financial condition, results of operations or cash flows or
maintain effective disclosure controls and.procedures. If we.are unable to report financial information
timely and accurately or to maintain effective disclosure controls and procedures, we could be subject
to, -among othef things, regulatory or enforcement actions by the SEC and the New York Stock
Exchange, including a delisting from the New York Stock Exchange, securities litigation, debt rating:- -
agency downgrades or rating withdrawals, any one of which could adversely affect the valuation of our«
common stock and could adversely affect our business prospects. . !

Examinations and audiis by tax authorities, mcludmg the Intérnal Revenue Serwce, could result in
additional tax payments for prior perwds : . N ‘

The Company and its sub51d1arles income tax returns per1od1cally are examined by various tax
authorities. In connection with these examinations, tax authorities, including the RS, have raised issues
and proposed tax adjustments. We are reviewing and contesting certain of the proposed tax
adjustments. Amounts related to these tax adjustments and other tax contingencies and related interest
that management has assessed under FIN No. 48 have been recorded through the income tax provision,
équity or goodwill, as appropriate. The calculation of our tax liabilities involves dealing with
uncertainties in the application of complex tax regulations in a multitude of jurisdictions across our
global operations. We recognize potential liabilities and record tax liabilities for anticipated tax audit
issues in the United States and other tax jurisdictions based on our estimate of whether, and the extent
to which, additional income taxes will be due. These tax liabilities are reflected net of related tax loss
carryforwards. We adjust these liabilities in light of changing facts and c1rcumstances .

In 2004, in connection with the IRS audit of the 1997 through 2000 years, the Company submitted
to the IRS proposed adjustments to certain prior period U.S. federal income tax returns resulting in a _
reduction in the taxable income previously filed. During 2006, the IRS accepted substantially all of the’
proposed adjustments, and the Company. developed proposed amendments to U.S: federal.income ‘tax
returns for additional periods. through 2002. On the basis of previously accepted amendments; the
Company has determined that these -adjustments will more-likely-than-not be accepted-and, accordingly,
has recorded such adjustments in the Consolidated Financia] Statements. Such adjustments did not
have a matcnal impact on the Company’ s ‘financial condttlori results of operations or cash flows

Additionally, during 2008 the Company completed proposed amendments to its U.S. federal
income tax returns for periods subsequent to 2002, which primarily reflect the roll forward through -
2006 of the amendments for the periods 1997 to 2002. Such adjustments did not have a material impact
on the Company’s financial condition, results of operations or cash flows. While the final adjustments
cannot be determined until the income tax return amendment process and the IRS review is completed,
the Company believes that any resulting ad]ustmems will not have a material |mpact on its ﬁnanmal
condition, results of operatlons or cash flows.

IS
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If the distribution of Covidien and Tyco Electronics common shares to our shareholders ar certain
internal transactions undertaken in connection with the Separation are determined to be taxable for
U.S. federal income tax purposes, we could incur significant U.S. federal income tax liabilities.

: 1

We have received private letter rulings from the IRS regarding the U.S. federal income tax
consequences of the distribution of Covidien and Tyco Electronics common shares to our shareholders
substantially to the effect that the distribution of such shares, except for cash received in lieu of
fractional shares, will qualify as tax-free under Sections 355 and 368(a}(1)(D) of the Internal Revenue
Code of 1986 (the “Code™). The private letter rulings also provided that certain internal transactions
undertaken in anticipation of the Separation would qualify for favorable treatment under the Code. In.
addition to obtaining the private letter rulings, we have obtained opinions from the law firm of
McDermott Will & Emery LLP confirming the tax-free status of the distribution and certain internal
transactions. The private letter rulings and the opinions relied on certain facts and assumptions, and
certain representations and undertakings, from Tyco, Covidien and Tyco Electronics regarding the past
and future conduct of our respective businesses and other matters. Notwithstanding the private letter
rulings and the opinions, the IRS could determine on audit that the distribution or the internal
transactions should be treated as taxable transactions if it determines that any of these facts,
assumptions, representations or undertakmgs are not correct or have been violated, or that the
distributions should be taxable for other reasons, including as a result of significant changes in stock or
asset ownership after the distribution. If the distribution ultimately is detérmined to be taxable, we
would recognize a gain in an amount equal to the excess of the fair market value of the Covidien and
Tyco Electronics common shares distributed to our shareholders on June 29, 2007 over our tax basis in
such common shares, but such gain, if recognized, generally would not be subject to U.S. federal
income tax. However, we would incur significant U.S. federal income tax liabilities if it ultimately is
determined that certain internal transactions undertaken in connection with the Separatlon should be
treated as taxable transactions. '

In addition, under the terms of the Tax Sharing Agreement that we have entered into with )
Covidien and Tyco Electronics in connection with the Separation, in the event the distribution or the
internal transactions are determined to be taxable and such determination was the result of actions
taken after the Separation by Tyco, Covidien or Tyco Electronics, the party responsible for such failure
would be responsible for all taxes imposed on Tyco, Covidien or Tyco Electronics as a result thereof. If
such determination is not the result of actions taken after the Separation by Tyco, Covidien or Tyco
Electronics, then we, Covidien and Tyco Electronics would be responsible for 27%, 42% and 31%,
respectively, of any taxes imposed on us, Covidien or Tyco Electronics as a result of such
determination. Such tax amounts could be significant. In the event that any party to the Tax Sharing
Agreement defaults in its obligation to pay distribution taxes to another party that arise as a result of
no party’s fault, each non- -defaulting party would be responsible for an equal amount of the defaulting
party’s obligation to make a payment to another party in respect of such other party’s taxes.

We share responsibility for certain of our, Covidien’s and Tyco Electronics’ income tax liabilities for tax
periods prior to and including June 29, 2007,

Under the Tax Sharing Agreement, we share responsibility for certain of our, Covidien’s and Tyco
Electronics’ income tax liabilities based on a sharing formula for periods prior to and including

June 29, 2007. More specifically, we, Covidien and Tyco Electronics share 27%, 42% and 31%,
respectively, of U.S. income tax liabilities that arise from adjustments made by tax authorities to our,
Covidien’s and Tyco Electronics’ U.S. income tax returns, certain income tax liabilities arising from.
adjustments made by tax authorities to intercompany transactions or similar adjustinents, and certain
taxes attributable to internal transactions undertaken in anticipation of the Separation, All.costs and
expenses associated with the management of these shared tax liabilities will be shared equally among -
the parties, We are responsible for all of our own taxes that are not shared pursuant to the Tax Sharing

] - . Cor
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Agreement’s sharing formula. In addition,-Covidien and. Tyco Electronics aré responsible for their tax
liabilities that.are not subject to the Tax Sharing Agreement’s sharing formula. e T

If any party’to the Tax Sharing Agreement were to default in its obligation to anotl.lér"party to pay
its share of the distribution taxes that arise as a result of no ‘party’s fault, each non-defaulting party
would be required to pay, equally with any other non-defaulting. party, the amounts in default. In
addition, if another party to the ‘Tax Sharing Agreement that is responsible for all ar a.portion of an
income tax liability were to default in its payment of such liability to a taxing authority, we could :be:
legally. liable - under applicable tax law for such liabilitiés and required to make additional tax payments.
Accordingly, under certain circumstances, we may be obligated to pay amounts in excess of our -~ -
agreed-upon share of our, Covidien’s and Tyco Electronics’ tax liabilities. )

We. might not be able to engage in desirable strategic transactions and equity issuances following the
. Separation because of restrictions relating to U.S. federal income tax requirements for tax-free
dtsmbunons .o ' . o :

Our ability to engage in significant equity transactions could bé limited or restricted after
Separation in order to preserve for U.S. federal income tax purposes the tax-free nature of the
distribution. The distribution of common shares of Covidien and Tyco Electronics to our shareholdcrs
may result in corporate. level taxablé gain to us under Section 355(¢) of the Code if 50% or more, by '
vote or value, of our common shares, Covidien’s common shares or Tyco Electronics’ common shares
are acquired or issued as part of a plan or series of related transactions that includes the dlStl’lbulthl'l
For this purpose any acquisitions or issudnces of our common shares withi two years before the
distribution, and any acquisitions or issuances of our common shares, Covidien’s common shares of
Tyco Electronics’ common shares within two ycars after the dlstrlbutlon generally are presumed to be
part of such a plan, although we, Covidien or Tyco Electronics may be able to rcbut that presumptlon
We are not aware of any such acquisitions or issuances of our common shares within the two'years
before the distribution. If an acquisition or issuance of our common shares, Covidien’s common shares
or Tyco Electronics’ common shares triggers the application of Section 355(¢) of the Code,iwe would . -
recognize taxable gain as described above, but such gain generally would not be subject.to U.S. federal
income tax. However, certain subsidiaries of Covidien or Tyco Electronics or subsidiaries of ours would
incur significant U:S. federal income tax liabilitics as a result of. the appllcatnon of Section 3535(e) of the-
Code. < ' o

Under the Tax Sharing Agreement, there are restrictions on our ability to take actions that could
cause the distribution or certain internal transactions undertaken in connection with the Separatlon to
fail to quallfy as tax-free or tax-favored transactions, as the case maybe, mcludmg entering into,
approving or allowing any transaction that results i in'a change in ownership of more than 35% of our
common shares, a redemption of equity securities, a sale or other disposition of a substantial portlon of
our assets, an acquisition of a business or assets with equity securities to the extent one or more
persons would acquire 35% or more of our common shares, or engaging in certain internal
transactions. These restrictions apply for the two-year perlod after the distribution, unless‘ we obtain the
consent of the other parties or we obtain a private letter ruling from the Internal Revenue Service or
an unqualified opinion of a nationally recognized law firm that such action.will not cause the . . .
distribution or the internal transactions undertaken in connection with. the Separation to fail to qualify
as tax-favored transactions and such letter ruling or opinion, as the case may be, is acceéptable to the
parties. Covidien and Tyco Electronics are subject to similar restrictions under the Tax Sharing
Agreement. Moreover, the Tax Sharing Agreement generally provides that a party thereto is responsibie
for any taxes imposed on -any other party thereto as a result of the failure of the distribution. or certain .
internal transactions to qualify as tax-favored transactions under the Code if such failure is attributable -
to certain post-distribution actions taken by or in-respect of the responsible party or its shareholders,
regardless of whether the actions occur more.than two years after the distribution, the other parties -
consent to such actions or the responsibie party obtains a favorable letter ruling or opinion of tax
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counsel as described above. For example, we would be responsible for a third party’s acquisition of us
at a time and in a manner that would cause such failure. These restrictions may prevent us from
entering into transactions \yhieh might be advantageous to our shareholders and notcholders.

Risks Relatmg to Our Junsdrcuon of Incorporatwn C, \ )

Bermuda' law differs from the laws in effect in the United States-and may afford !ess protection:to holders
of our securities. ' .

We are organized under the laws of Bermuda. It may not be possible to enforce court judgments
obtained in-the United States against us in'Bermuda based on the ‘civil liability provisions of the U.S..
federal or state securities laws. In addition, there is some doubt as to whether the.courts of Bermuda
would recognize or enforce judgments of U.S. courts obtained against us or our directors or officers
based on the civil liabilities provisions of the U.S. federal or state securities laws or hear actions against
us or those persons based on those laws. We have been advised that the United States and Bermuda do
not currently have a treaty providing for the reciprocal recognition and enforcement of judgments in
civil and commercial matters. Therefore a final judgment for the payment of money rendered by any
U.S. federal ‘or state court based on civil liability, whether or not based’ solely ‘on U.S. federal or state
securities laws, would not automatically be enforceable in Bermuda.

As a Bermuda company, Tyco is governed by the Companies Act 1981 of Bermuda, which differs in
some material respects from laws applicable to U.S. companies and shareholders, including, among’
others, differences relating to interested director and officer transactions, shareholder lawsuits and
lndemmficatlon Likewise, the duties of directors and officers of a Bermuda company are generally
owed to thé company only Shareholders of Bermuda companies do not generally have a personal right
of action agalnst drrectors or officers of the company and may only exercise such rights of action on
behalf of the company in hmtted crrcumstanceq Under Bermuda law a compaily may also agree, to’
indemnify directors and offlcers for any. personal Ilabrhty, not mvolvmg fraud or dlshoncsty, mcurred in
relatlon to the company

Item 1B. Unresolved Staff Comments

None. - R Lot oo e

-

ltem 2. Pmpertles

Qur operations are conducted in facilities throughout the world aggregating approxrmately A
35 million square fect of floor space, of which approximately 15 million square feet. are owned and
approximately 20 million square feet are leased. These facilities house manufacturing, distribution and
warchousing operations, as well as sales and marketing, enginecring and administrative offices.

ADT Worldwide operates through a network of offices and service facilities located in North
America, Central America, South America, Europe, the Middle East, the Asia- PaC1f1c region and South
Africa. The group occupies apprommately 6 million square feet, of which 1 million square feet are °
owned and 35 million square feet are leased. -

Flow Control has manufacturing fac1l|tles warchouses and distribution centers throughout North
America, South America, Europe and the Asia-Pacific reglon The group occupies approximately
10 million square feet of which 6 miltion square feet are owned and 4 million. square feet are leased.

Fire Protection Services operates through a network of offices located in North Amerlca, Central -
America, South America, Europe and the ‘Asia-Pacific region. The group occupies approximately
5 million square feet, of which i million square feet are owned and 4 million square feet are leased.

Electrical and Metal Products has manufacturing facilities, warehouses and distribution centers
throughout North America, South America, Europe and the Asia-Pacific region. The group occupies
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approximately 6 m1ll!0n square feet, of which 5 million square feet are owned and 1 million square feet
are leased.-

* Safety Products operates through a network of offices located in' North Ameérica, South America,
Europe and the Asia-Pacific region. Our Safety Products manufacturing facilities, warehouses and
distribution centers are located in North America, Europe and the Asia-Pacific region. The group
occupies approximately 5 million square feet, of which 2 million square feet are owned and 3 million
square feet are leased.

In the opinion of management, our properties and equipment are in good operating condition and
are adequate for our present needs: We do not anticipate difficulty in renewing existing lcases as they
expire or in finding atternative facilities. See Note 16 to Consolidated Financial Statements for a-
description of our lease obligations.

Item 3.- Legal Proceedings - : o

In the ordmary course of business, we are subject to various legal proceedings and claims, including
product liability matters, environmental matters, patent infringement claims, employment dlsputes
disputes on agreements and other commercial disputes. .

1]

In connection with the Separation, we entered into a liability sharing agreement regarding certain
legal actions that were ‘pending against Tyco prior to the Separation. Under the Separation and
Dlstnbutlon Agreement, we, Covidien and Tyco Electronics are jointly and severally liable for the full
amount of any judgments resulting from the actions subject to the agreement, which gererally are
legacy matters that are not specific to the business operations of any of the companies (mcludmg
ERISA, FCPA and securities claims). The agreement also provides that we will be responsxble for 27%,
Covidien 42% and Tyco Electronics 31% of payments to resolve these matters with costs and expenses
associated with the management of these contingencies being shared equally among the parties. In
addition, under the agreement, we will manage and control all the legal matters related to assumed
contingent liabilities as described in the Separation and Distribution Agreement, including the defense
or settlement thereof, subject to certain limitations.

Class Action Settlement and Legacy Securities Matters

As previously reported, in June 2007 the Company settled 32 purported securities class action
lawsuits arising from actions alleged to have been taken by prior management for $2.975 billion. Of this
amount, the Company coantributed $803 million, representing its share under the Separation and -
Distribution ‘Agreement to a $2.975 billion escrow account established in connection with the
settlement.: All legal contingencies that could have affected the final order approving the settlement
expired on February 21, 2008, and the claims administrator is currently processing claims. The:
settlement did not purport to resolve all securities cases, and the outstanding cases are discussed below.
It is not possible to predict the final outcome or to estimate the amount of loss or range of possible
loss, if any, that might result from an adverse resolution of the asserted or unasserted claims from’
individuals that have opted-out or from any other legacy securities litigation. Should any of these cases
result in an adverse judgment or be settled for a significant amount, they could have a materia adverse
effect on our financial position, results of operations or cash flows. v

Pursuant to the terms of the settlement, L. Dennis Kozlowski, Mark H. Swartz and Frank E. Walsh,
Jr., were excluded as settling defendants, and the class agreed to assign to Tyco all of their claims
against these defendants. In exchange, Tyco has agreed to pay the certified class, in addition to the
$2.975 billion described -above, 50% of any net recovery against these defendants. '
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Proceedings Not Covered by the Settlement

As previously reported in our periodic filings, a number of lawsuits related to alleged misconduct
of Gur formér management have been filed against Tyco. Because the plaintiffs in these matters were
not similarly situated to the members of the class settlement described above, these matters were not
included in that settlement. The plaintiffs in these matters assert various claims based primarily on
alleged violations of federal securities laws, fraud and negligence:: These matters consist'of Hess v. Tyco
International Ltd., et al. an action related to Tyco’s indirect purchase of Progressive Angioplasty
Systems, Inc. in 1998, Stumpf v. Toco International Ltd., an action related fo the initial public offering of
TyCom'ini 2000, which is further described below, Sciallo v Tj;co International Ltd., et al, an action
related to Tyco ] acqulsrtron of U.S. Surgical in 1998, Jasin v. Tj;co International Lid, et al -an action
brought by a pro se plamtlff and Hall v. Kozlowskr, et al, an action brought by a pro se plaintiff relatrng
to the plaintiff’s employment 401(k) pension plans and ownership of Tyco common stock. In
November 2008 the Company agreed to settle the Sciallo matter and the Hess matter for
approxrmately $2 million and $16 mrll1on respectrvely Of these amounts, the Company is responsible
for an aggregate of approximately $5 million under the terms of the Separation and Distribution
Agreement. Each of the other matters described above is in the.pre-trial stages of litigation and Tyco
intends to vigorously defend each matter, : _ \

" As prevrously reported in our periodic’filings, Sturipf v Tyco International Ltd. is a class action -
lawsuit that asserts complaints against Tyco, among others, based on alleged violations of the disclosure
provisions'of the federal securities laws. The miatter arises from Tyco’s July 2000 lmtlal public offerlng
of common stock of TyCom Inc, and alleges that the TyCom registration statement and prospectus’
relatmg to the sale of common stock were inaccurate, m1slead1ng and failed to disclose facts necessary
to make the regrstratron statement and prospectus not misleading. The complamt further .alleges the
defendants violated securities laws by making materrally false and misleading statements. and omissions
concerning, among ‘other things, executive compensatron TyCom’s business prospects and Tyco s and
TyCom’s finances. The matter is currently in the pre-trial stages of litigation and Tyco 1ntends to.
vrgorously defend this matter. . _

ERISH Lrttganon T Lo S

As previously reported in our periodic flllngs Tyco and certain of our current and former
employees, officers and directors, have been named as defendants in eight class actions brought under
the Employee Retirement Income Security Act (“ERISA”). Two of the actions-were filed in the United
States District Court for the District of New Hampshire and the six remiaining dctions were transferred
to that Court by the Judicial Panel on Multidistrict Litigation. All eight actions have been consolidated
in the District. Court in New Hampshire. The consolidated complaint purports to bring clalms on-behalf
of our Retirement Savings and Investment Plans and the participants, therein and-alleges that the-
defendants breached their fiduciary duties under ERISA by negligently misrepresenting and negligently
failing to disclose material information concerning, among other things, the following: related-party
transactions and executive compensation; our mergers and acquisitions-and the accounting therefor, as .
well as allegedly undisclosed acquisitions; and misstatements of our financial results. The complaint also
asserts that the, defendants bréached their fiduciary duties by allowing the Plans to invest in our shares
when it was not a prudent investment. The complaints seek recovery. of alleged plan losses arising from
alleged breaches of fiduciary duties. On August 15, 2006, the Court entered an order certifying a class

“consisting .of all Participants in the Plans for whose 1nd1vrdual accounts the Plans purchased and/or
held shares of Tyco Stock Fund at any time from August 12, 1998 to July: 25 2002.” This matter,
remains in the pre- tnal stages of litigation and Tyco intends to vigorously defend it.. S

» . ! K
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Opt-Out Claims

As of the opt-out deadline for the securities class-action settlement described above, Tyco had -
received opt-out notices from individuals and entities totaling approximately 4% of the shares owned, by
the class members subject to the settlement. A number of these individuals and entities have filed
claims separately against Tyco, and as of September 26, 2008, lawsuits had been filed-against Tyco by
the following opt-out claimants: Franklin Mutual Advisers, LLC; the Teachers Retirement System of |
Texas, et al.; Blackrock Global Allocation Fund, Inc., et al.; Nuveen Balanced Municipal and Stock
Fund, et al.; Federated American Leaders Fund, Inc. et al.; and the State Treasurer of the State of |
Mlch1gan as custadian of the Michigan Public School Emp]oyees Retirement System, State Employees
Retirement System, Michigan State Police Retirement System and Mlchlgan Judges Retirement System.
Any judgments resulting from such claims or from claims that are filed in the future would not reduce
the $2.975 billion settlement amount described above. Generally, the claims asserted by these plaintiffs
include claims similar to those asserted by the settling defendants; namcly, violations of the disclosiire
provisions of federal securities jaws. Tyco intends to v1g0r0usly defend the lmgat:on resulting from
opt-out clalms

Tyco Litigation Against Former Senior Management .

Tyco International Ltd. v. L. Dennis Kozlowski and Tyco International Ltd. v. Mark H: Swartz. As -
previously reported in our pertodic filings, we filed civil complaints against both Dennis Kozlowski, our
former Chairman and Chief Executive Officer, and Mark H. Swartz, our former Chief Financial
Officer, for breach of fiduciary duty and other conduct, and of all remuneration, including restricted
and unrestricted shares and options, obtained by them during the course of this conduct. Discovery in
these cases is proceeding. In connection with our civil complaints against Mr. Kozlowski, Mr. Swartz,
and Scott Stevenson, our former Chief Tax Officer, each of these individuals has made claims against
the Company seeking amounts allegedly due in connection with the former executives’ compensation
and retention arrangements and under ERISA. Tyco intends to vigorously defend these actions and
does not believe that the ultimate outcome of these matters will have a material adverse affect’ on its
financial position, results of operations or cash flows. *

In connection with the criminal trials for Mr. Kozlowski and Mr. Swartz, they were ordered to pay
restitution, jointly and severally, to Tyco of $134 million. On January 2, 2007, the New York County
District Attorney’s office released to Tyco, on behalf of Mr. Kozlowski, $98 million in restitution and on
 October 27, 2007, Mr. Swartz paid restitution to the Company in the amount of $38 million. These
payments were made pending the outcome of the appeal of their criminal convictions, both of which
were denied by the appeals division of the New York State Supreme Court on November 15, 2007.
Their further appeal to the New York State Court of Appeals was denied in October 2008. -

Tco Internationd! Ltd. v. L. Dennis Kozlowski arid Mark H. Swartz.  As previously reported in our -
periodic filings, we filed a civil complaint against our former Chairman and Chief Executive Officer and
former Chief Financial Officer and Director pursuant to Section 16{(b) of the Securities and Exchange -
Act of 1934 for disgorgement of short-swing profits from prohibited transactions in our common shares
believed to exceed $40 million. The action seeks disgorgement of proﬁts mterest attorney’s fees and
costs. Discovery in this case is proceeding. _ .

Tyco International Lid. v. Frank E, Walsh, Jr  As previously reported in our periodic filings, we filed
a civil complaint against Frank E. Walsh, Jr., a former director, for breach of fiduciary' duty and related
wrongful conduct involving receipt by Mr. Walsh of a $20 mllllon payment in connection with our 2001
acquisition of the CIT Group, Inc. The action alleges causes of action for restitution, breach of
fiduciary duty and inducing breach of fiduciary duty, conversion, unjust enrichment, and a constructive’
trust, and -seeks recovery for all of the losses suffered by us as a result of the defendant director’s
conduct. On December 17, 2002, Mr. Walsh -paid $20 million in restitution to Tyco, as a result of a plea
bargain agreement with the New York County District Attorney. Mr. Walsh has made claims against
Tyco alleging that Tyco is required to indemnify him for his defense costs arising from his role as a
Tyco director. Our claims against Mr. Walsh and Mr. Walsh’s claims against Tyco are still pending.
Discovery in this case is proceeding,

28 2008 Financials




ERISA Partial Withdrawal Liability Assessment and Demand

On June 8, 2007, SimplexGrinnell received a notice alleging that it had partially withdrawn from
the National Automatic Sprinkler Industry Pension Fund (the “Fund”). Under Title IV of ERISA, if
the Fund can prove that an employer completely or partially withdraws from a multi-employer pension
plan such as the Fund, the employer is liable for withdrawal liability equal to its proportionate share of
the plan’s unfunded vested benefits. The alleged withdrawal results from a 1994 labor dispute between
Grinnell Fire Protection Systems SrmplexGrmnell 5 predecessor and Road Sprmkler Fitters Local
Union No. 669. oo '

ERISA requires that payment of wrthdrawal l:abrllty be rpade in full or in quarterly installments
commencing upon receipt of a liability assessment from the plan. A plan s assessment of withdrawal
liability generally may be challenged only ‘in arbitration, and ERISA i requires that quarterly payments
must continue to be made during the pendency of the arbitration. If the employer prevails in
arbitration (and any subsequent court appeals), its quarterly withdrawal liability payments are refunded
with interest. The Fund’s total withdrawal liability assessment against SimplexGrinnell is approximately
$25 million. The quarterly withdrawal liability payments -are $1.1 million, $6.6 million of which have
béen paid to date. While the uitimate outcome is uncertain, SimplexGrinniell believes that it has strong’
arguments that no withdrawal liability is owed to the Fund, and it plans:to vigorously defend against
the Fund’s withdrawal liability assessment. The matter is currently in.arbitration. The Company has
made no provision for.this contmgency and .believes that its quarterly payments are recoverable.

¥ . i ’| i,

Subpoenas and Document Requests From Governmental Entities and Related Litigation '

As prev10usly reported in our per10d1c filings, we and others have recewed various subpoenas and
requests from the SEC, the U.S. Department of Labor, state departments of labor, the General Service
Administration and others seeking the productron of velummous docr‘lments in connection with various
rnvestlgatlons into our governance, management, operatlons accounting and related controls. We are
cooperatmg with these investigations and are complying WIth these requests. '

In 2002, certain of our employees. received subpoenas from the SEC’s Division of Enforcement |
seeking testimony related to past accounting practices for dealer connect fees that ADT had charged to
its authorized dealers upon purchasing customer accounts. The investigation related to accounting '
practices employed by our former management, which were discontinued in 2003. Although we settled
with the' SEC in 2006, a number of former ‘dealers and related partics have filed lawsuits against us
alleging breach of contract and other claims related to ADT’s dec1510n to terminate certain authonzed
dealers in 2002 and 2003. While it is not’ possrble at this time to predrct the final outcome of these
lawsuits, we do not believe these claims will have a matendl ddverse effect on the Company’s fmancral
position, results of operations or cash flows.

As previously reported in our periodic flhngs in November 2004, we received an order from the
SECto report facts and circumstances involving our participation, if any; in the United Nations Oil for
Food Program governing sales of Iraqi oil: On January 10, 2005 and November 8, 2005, we responded
to the order and provided information concerning transactions under.the United Nations Oil .for Food
Program. On January 31, 2006, we received a subpoena from the SEC to produce additional documents
and 1nformat10n related to the participation of three of our businesses in the Urited Nations Oil for
Food Program. The SEC nofified us on June 7, 2006 that it was not recommendmg any énforcement
actlon against Tyco in connectl()n with ifs 1nvesl1gat10n of the Umtecl Nations Oil for Food Program.
Subsequently, we discovered additional product sales that may have been responswe to the SEC’s
order, 1nvestlgated these_transactions and presented the results of our investigation to the SEC Staff.
While it is not possrble at this time to predict the final Gutcome of this matter, we do not bel1eve this
discovery will have a materral adverse effect on the Company s fmancral position, results of operations

or cash flows. . L
i . - i
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Environmental Matters < . . . : s

Tyco is involved in- various stages of investigation and cleanup related to known environmental
remediation, matters at a number of sites. The. ultimate cost of site cleanup is difficult to predict given
the uncertainties regarding the extent of the required cleanup, the interpretation of applicable laws and
regulations. and alternative cleanup methods. As of September 26, 2008, Tyco concluded that it was
probable that it would incur remedial costs in the range of approximately $37 million to $76 million. -As
of September 26, 2008, Tyco concluded that the best estimate within this range is approximately’
$43 miltion, of which $10 million is included in accrued and other current liabilitics and $33 million.is .
included in gther liabilities on Tyco’s Consolidated Balance Sheet. In view of the Company’s financial
position and reserves for environmental matters, the Company beheves that any poten'nal paymeilt of
such est1mated amounts will not have a material adverse effect on 1ts financial position, results of
operations or cash flows. |

.4 . - . T

Asbestos Matters ) ' . . L
As previously reported in its penodlc flllngs, Tyco and some of its subsrd1ar1es are named as.
defendants in personal injury lawsuits based on alleged -exposure to asbestos-containing materials. Each:
case typically names between dozens to hundreds of corporate defendants. The complaints generally .,
seek monetary damages for personal injury or bodily injury resulting from alleged exposure to products
containing asbestos. The Company will continue to vigorously defend the lawsuits that have been filed .
against it and its subsidiaries, but cannot predict whether it will be successful in those cases that
proceed to trial. When appropriate, the Company settles claims. Although. in the past the total. amount *
pa1d in any year to settle and defend all asbestos claims has been immaterial, Tyco has recently
expenenced an increase in the number of lawsuits that have proceeded to trial. Of the lawsuits that
proceeded to trial in 2008, Tyco has won or settled all but one case, with that one case returnmg an
adverse jury verdict for approximatély $7.7 million, which included both compensatory and pumtlve
daniages. Tyco has filed post-trial motions seeking to overturn the verdict or order a new tnal and
believes that the verdict ‘will ultimately be overturned. As of September 26, 2008 there were
approximately 4,600 asbestos liability cases pending against the Company and its subsidiaries.

LR

.

~ Income Tax Matters -, C A W

Durlng the third quarter of 2007, the 1RS concluded its field examination of ceftain of Tyco sUS. '
federal mcome tax returns for the years 1997 through 2000 and 1ssued antrc1pated Revenue Agents
Reports (“RARS”) which reflect the IRS’ determination of proposed tax adjustments for the pertods
under audit. The RARs propose tax audit adjustments to certain of the Company’s prevrously f11ed tax
return positions. The Company agreed with the IRS on ad]ustrnents totaling $498 million, with an '
estimated cash impact to the Company of $458 million, and during the third quarter of 2007, the
Company paid $458 million, of which $163 million related to the Company’s discontinued operations,

t

The Company appealed other proposed tax audit adjustments totaling approximately $1 billion relating -

to Tyco, Covidien and Tyco Electronics, and, as Audit Managing Party as specified in the Tax Sharing:. -
Agreéiment; the Company .intends to vigorously defend its-prior filed tax return positions. . « =

" During the second quarter of 2008, the IRS issued additional RARS asserting a w1thholdmg tax |
habthty of approx1mately $106 million associated with the prior proposed tax adjustments related to
Tyco, Cov1d1en and Tyco Electronics for the 1997 to 2000 period. The withholding tax amount asserted
against Tyco is immaterial. During the first quarter of fiscal 2009, the Company | reached an agreement )
with the IRS appeals team to work towards timély resolution of all unagreed issues related to this time
periad. The Company, as Audltmg Managing Party as specified in the Tax Sharing Agreement mtends
to vigorously défend its prior filed tax return positions and determined that no ad]ustment is requnred
to the Company’s guarantees and indemnifications liability recorded in conjunction with the Tax *

Sharing Agreement as discussed in “Guarantees” within Management’s Discussion and Analysis of .
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Financial Condition and Results of Operations. Additionally, the IRS is auditing the prior tax returns
of the Company, which include legal entities of Tyco, Covidien and Tyco Electronics for the 2001 to .
2004 period. The IRS has not issued any RARs for this period. The ultimate resolution of these
matters is uncertain and could resuit in a material impact to the Company’s financial position, results
of operations, cash flows or the effective tax rate in future reporting periods.

The IRS proposed c1v1l fraud penalties against a prior subsndlary that was distributed to Tyco
Electronics arising from alleged actions of former executives in connection with intercompany transfers
of stock of Simplex Technologies in 1998 and 1999. Based on statutory guidelines, we estimate the
proposed penalties could range between $30 million and $50 million. The Company, as Audit Managing
Party as specified in the Tax Sharing Agreement, intends to vigorously oppose the assertion of such
penalties against Tyco Electronics, in part, because beginning in 2003 the Company.discovered,
investigated and.reported thé conduct at issue to the IRS and fully cooperated in the criminal
prosecution of the Company’s former Chief Tax Officer on a charge of willful filing of a false tax
return. This is a pre-Separation shared tax matter under the Tax Sharing Agreement. . '

Compliance Matters

As previously reported in our periodic filings, we have received and responded to various
allegations and other information that certain improper payments were made by our subsidiaries in
recent years. As previously reported, we have been informed that two subsidiaries in our Flow Control
business in Italy have been named in a request for criminal charges filed by the Milan public
prosecutor’s office. We have reported to the U.S. Department of Justice (“DOJ”) and the SEC the
investigative steps and remedial measures that we have taken in response to the allegations. We also
informed the DOJ and the SEC that we retained outside counsel to perform a company-wide baseline
review of our policies, controls and practices with respect to compliance with the Foreign Corrupt
Practices Act (“FCPA”), that we would continue to make periodic progress reports to these agencies,
and that we would present our factual findings upon conclusion of the baseline review. We have and
will continue to communicate with the DOJ and SEC to provide updates on the baseline review and
follow-up investigations, including, as appropriate, briefings concerning additional instances of potential
improper payments identified by us in the course of our ongoing compliance activities. Covidien and
Tyco Electronics agreed, in connection with the Separation, to cooperate with the Company in its
response 1o these allegations. To date, the baseline review has revealed that some business practices
may not comply with Tyco and FCPA requirements. At this time, we cannot predict the outcome of
these matters and other allegations reported to regulatory and law enforcement authorities and
therefore cannot estimate the range of potential loss or extent of risk, if any, that may result from an
adverse resolution of these matters. However, it is possible that we may be required to pay material
fines, consent to injunctions on future conduct, or suffer other penalties or adverse impacts, each of
which could have a material adverse effect on our financial position, results of operations or cash flows.

Any judgment required to be paid or settlement or other cost incurred by Tyco in connection with
the FCPA investigations would be subject to the liability sharing provisions of the Separation and
Distribution Agreement, which assigned liabilities primarily related to the former Healthcare and
Electronics businesses of Tyco to Covidien or Tyco Electronics, respectively, and provides that Tyco will
retain liabilities primarily related to its continuing operations. Any liabilities not primarily related to a
particular segment will be shared equally among Tyco, Covidien and Tyco Electronics.

The German Federal Cartel Office (“FCO”) charged in early 2007 that certain German subsidiaries
in Tyco’s Flow Control business have engaged in anti-competitive practices, in particular with regard to
its hydrant, valve, street box and fittings business. Tyco investigated this matter and determined that the
conduct may have violated German anti-trust-law. Tyco is cooperating with the FCO in its investigation
of this violation. Tyco cannot estimate the range of potential loss that may result from this violation. It
is possible that the Company may be subject to civil or criminal proceedings and may be required to
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pay judgments, suffer penalties or incur settlements’in amounts that may have a matenal adverse effect
on our fmancnal posmon results of operations or cash fl{)ws :

Other Matters : " . . o, .

Fitzpatrick Contractors Limited v. Tyco Fire and Integrated Solutions (UK) Ltd. On July'18, 2007,
Fitzpatrick Contractors Limited (“FCL”) commenced an action against Tyco Fire and Integrated -
Solutions (UK) Litd. in the High Court of Justice, Queen Bench Division;, Technology and Construction
Court,.tnited Kingdom, alleging that . Tyco entered into a binding contract in 2002 for. the design, .
manufacéture and installation of mechanical and electrical works for the refurbishment of a portion of
London Transport’s Blackwell Tunnel. FCL seeks damages for breach of contract in the amount of
approximately $38 million, and we have reserved our best estimate of probable loss related.to this
matter. Tyco intends to defend this action vigorously. While it is.not possible at this time to predict the
final outcome of this dispute, Tyco does not believe. this action will- have 'a material adverse cffect on its
financial position, results of operations or cash flows beyond what has‘been accrued for. Trial is
expected to begin in April 2009.

T

I_‘ * - N N *
Item 4. Submission oi: Matters to a V.olte of Security _!-Iqlders Ca R _ -
None. - :. . o oL ‘ e .
CitL oo ' ‘ , ' '
- t L4 A
. . . ' . . - AT .
B ¢ ' N v o
. oo . ) . ;
1
- 1 o
' n . v ' b oL
' - . . ' ! e
' ] h o . " 1
. . . ' "4 h '
' ' ' to ' i Al !
. 1 - 7
“ . . r '
. o g o
L r i [} i Yot + '
' ' i, 4 i L
' - 't P [
' R . I . 4
o : L Yo ' Mathy o
. : 3.
. . R IS N
1 , f " r o A o !
P . ety ' !
1 L ‘ ¥ 1
. L ) | !
) - . | D ]
3tk * 3 ' [N
' 1 .
1 . ' . ey ‘ |
N ‘ [ ' i { B

32 2008 Financials




PART 11

Item 5. -Market for Registrant’s Common Equlty, Related Stockholder Matters and Issuer Purchases
of Equity Securities . ¢

The number of reglstered holders of Tyco’s common shares at November 13 2008 was 28,365.

Tyco common shares are listed and traded on the New York Stock’ Exchange (“NYSE”) and the
Bermuda Stock Exchange under the symbol “TYC.” The following table sets forth the high and tow
closing sales prices of Tyco common shares as reported by the NYSE, and the dividends declared on
Tyco common shares, for the quarterly periods presented below. In connection with the Separation,
effective June 29, 2007, the Company effected a reverse stock split of Tyco’s common shares, at a split
ratib of one for four. Shareholder approval for the reverse stock split was obtained at the Special
General Meeting of Sharcholders on March 8, 2007. Market price range was adjusted for the
Separation. Dividends per common share reflect the reverse stock split only.

Year Ended September 26, 2008 Year Ended September 28, 2007
: Market Pri Market P o
“Range ~ Diidends Decared "G5 0 Dividends Delared
Quarter High Low Share High Low Share
First ...... ... ... .. i, $46.66 $37.88 $0.15 $48.69 $43.81 $0.40
Second .................... ... 4485 33.72 0.15 52.09 46.57 0.40
Third........ ... . ... ... ... ... 4741 40.08 0.15 53.83 4988 0.80
Fourth ... .................. ... 45.15 36.37 0.20 53.36  40.59 —_
$0.65 $1.60

Dividend Policy

-On September 9, 2008, Tyco’s Board of Directors approved a 33% increase in the Company’s
quarterly dividend from $0.15 to $0.20 per share payable in the first quarter of fiscal 2009. The 2007
dividend per common share in the above table represents that of Tyco pre-Separation, which included
Covidien and-Tyco Electronics. The timing, declaration and payment of future- dividends to holders of
our common shares, however, falls within the discretion of our Board of Directors and will depend
upon many factors, including the statutory requirements of Bermuda law, our financial condition and
results of operations, the capital requirements of our businesses, industry practice and any other factors
the Board of” Dm,ctors deems relevant. Additionally, we may from time to time enter into financing
agreements that contain financial covenants ‘and restrictions, some of whnch may limit the ability of
Tyco to pay dividends. '
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Perfermance Graph

Set:forth-below ts a graph comparing the cumulative total shareholder return on Tyco’s common
shares against the cumulative return on the S&P 500 Index and the Dow Jones Industrial Diversified
Index, assuming investment of $100 on September 30, 2003, including the reinvestment of dividends.
The graph shows the cumulative total return as of the fiscal years ended September 30, 2004, 2005,
September 29, 2006, September 28 2007, and September 26, 2008. -
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S&P S00 ... .. .. . A, 100.00 113.87 127.82 141.62 164.90 128.66
Dow Jones Industrial Diversified ....... 100.00  123.25 126.18 135.19 167.65 112.36
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Equity Compensation Plan Information' .

The following table provides information as of September 26 2008 with respect to Tyco $ common
shares lssuable under its equity compensation plans .

p o, ) \ - B EJuity Compensation Plan

Number of securities
remaining available for future

- Number of securities . issuancé under equity
T o C ‘. to be issued upon Weighted-average compensation plans
4 LT . , exercise of outstanding,. exercise price of  (excluding securities reflected
L \ S , , options outstanding options in .column (a)}
Plan Category ' : (a) (b} (e)
Equity compensation plans approved by
security holders: . .
2004 Stock and Incentive Plan®™ . . . .. 17,439,631 $50.44 34,090,258
LTIP'I Plap(z) AT ey e 4,378,321 37.41 —
ESPP®) .. . .. PN e . — - 2,934,361
S o " 21,817,952 37,024,619
Equ1ty compensatlon plans not approved ' )
by security holders: ‘ o S : .
LTIP 11 Plan® . ... ... e e 6,488,958 . $53.72 - s ’
SAYE®. . ! ... .. 612,319 27.65 6,999,231
T B o o : 7,101,277 I o e 6,999,231 .
Total ... 0.0 L . ) L B DL 4a023850

i b RN
T

M The Tyeo International Ltd. 2004 Stock and Incentwc Plan provides for the award of stock options, restncted shares and
other equity and equity-based awards to Board members, officers and non-officer employées. Amount shown under shares
outstanding inclides 145,944 DSU grants and dividend cquwalents earried on eath DSU account, 13,308,391 shares to be
issued upon exercise of options, 349,883 restricted- shares, 3,152;363 restricted 'stock units and 483,050 Performance Share
Units representing target payout. Amount shown under shares available reflects the aggregate shares available under LTIP,
LTJJP I1 and the 2004 Stock and Incentive Plan, Shares available under LTIP, and LTIP 11 in March 2004 were rolled into
the 2004 Stock and Incentive' Plan as of the mccpnon of the P]an

.

@ The Tyco International Ltd. Long Term Incentive Plan (“LTIP"”) allows for the granl of stock options and other equity or
equity-based grants to Board members, officers and non-officer employees. Amounts shown exclude 161,520 outstanding
stock options assumed in connection with acquisitions at a weighted-average exercise price of $92.15. No additional options
may be granted under those assumed plans. Amoumt shown includes 3,507,105 shares to be issuzd upon exercise of options,
and 871,216 DSU grants and dividend equivalents earned on each DSU account. Effective as of inception of the 2004 Stock
and Incentive Plan, no additional grants may be made under the LTIP or the LTIP II.

@ This table includes 2,934,361 shares available for future issuance under the Tyco Employee Stock Purchase Plan (“ESPP”),
which represents the number of remaining shares registered for issuance under this plan. All of the shares delivered to
participants under the ESPP are purchased in the open market.

™ Under the terms of the 2004 Stock and Incentive Plan, adopted in March 2004, no additional options, equity or equity-based
grants will be made under the LTIP or the LTIP II. The shares granted under the LTIP will be issued at vesting under the
2004 Stock and Incentive Plan. LTIP 11 allows for the grant of stock options and other equity or equity-based grants to
employees who are not officers of Tyco. Under this plan, non-officer employees or former employees of Tyco or a subsidiary
could receive: (i) options to purchase Tyco common shares; (ii) stock appreciation rights; (iif) awards payable in cash,
cormmon shares, other securities or other property, based on the achievement of performance goals; (iv} dividend
equivalents, consisting of a right to receive payments equivalent to dividends declared on Tyco common shares; and
(v) other stock-based awards as determined by the Compensation and Human Resources Committce. The exercise price of
options and stock appreciation rights would generally be fair market vatue on the datc of grant, but could be lower in
certain circumstances. No individual could receive awards for more than 12,000,000 shares (or 3,000,000 shares on a
post-reverse stock split basis) in any calendar year. Terms and conditions of awards were determined by the Committee.
Awards could be deferred, and could be payable in any form the Committee determined, including cash, Tyco common
shares, other securities or other property. The Committee may modify awards in recognition of unusual or nonrecurring
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events, including a change of control. The shares granted under the LTTP II will be issued at vesting under the-2004 Stock .
and Incentive Plan.

&) The Tyco International Ltd. UK Savmgs Related Sharc Option Plan (“SAYE") is a UK Injand Revenue approvcd plan for
UK employees pursuant to which employees may be granted options to purchase shares at the end f three years of seivice
at a 15% discount off the market price at time of grant. Employees make monthly contributions that aré, at the election of
the employee, used for the purchase 'price or returned to the employce. The total amount of shares that may be purchased
at the end of the three years of service is equal to the total of the monthly contributions, plus a tax-free bonus amount
equal to.a multlple of the aggregate amount of monthly contributions, divided by the option price. An option will generally
be exercisable only during the period of six months following the three-year period. The plan is administered by the

- Company's International Benefits Oversight Committee, appointed by the Compensation and Human Resources Commitiee.
The International Benefits Ovérsight Commlttee among other things, determines when to grant options and sets the option
price.

‘ ' ¥

Issuer Purchases of Equity Securities
. N . ' LI
Maxlmum Approximate

Total Number of Dollar Value of |
Average  Shares Purchased as  Shares that May Yet Be
Total Number Price Part of Publicly Purchased Under
. of Shares Paid per  Announced Plans or Publicly Announced
Period Purchased Share Programs Plans or Programs
6/28/08-7/25/08 . . . . . U 4,783,871  $39.76 4,779,281 P p—
7/26/08-8/29/08 . . ... ... ... o — — — “ =
8/30/08-9/26/08 . . . . . ..., ... 2,519,000  $39.68 2,519,000 $900,000,000-

The transactions described in the table above primarily represent the repurchase of common shares
on the NYSE as part of the $1.0 billion share repurchase program approved by the Board of Directors
in September 2007 (2007 Share Repurchase Program) along with the additional $1.0 billion program
approved in July 2008 (2008 Share Repurchase Program). The average price.paid per share is
calculated by dividing the total cash paid for the shares by the total number of shares’ repurchased. .
Approximately $900 million remained outstanding under the 2008 Share Repurchase Program at. .
September 26, 2008. The Company, through an affiliate, also acquires shares from certain employees in
order to satisfy employee tax withholding requiremems in connection with the vesting of restricted -
shares. Approximately 4,590 shares were acquired in these vesting-related transactions outSJde of the
share repurchase program during the quarter ended September 26 2008.

] - ' 1 e LI
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Item 6. Selected Fmanclal Data

The followmg table sets forth selected consohdated financial data of Tyco. This data is derwed
from Tyco’s consolidated financial statements for the five years ended September 26, 2008,
September 28, 2007, September 29, 2006, September 30, 2005 and 2004, respectively. This selected
financial data should be read in conjunction with Tyco’s Consolidated Financial Statements and related
notes included elsewhere in this Annual Report as well as the section of this Annual Report titled
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

. ) ‘ 2008 20070 2006 2005 20044
' (in miitions, except per share data)
Consolidated Statements of Operatlons Data:

Netrevénue ........ .. ..., $20,199 $18477 $17,066 $16,385 $15,770
Income (loss) from continuing operatlons ....... 1,095  (2,524) 817 573 334
Net income (loss) ...« ......... ... AP 1,553 (1,742) 3,590 3,094 2,822
Basic earnings per share:
Income (loss) from continuing operations . . .. . .. 226 (5.10) 1.63 1.14 0.67
Net income (loss) ...................... 3.21 (3.52) 7.14 6.15 5.64
Diluted earnings per share:
Income (loss) from continuing operations . . ... .. 2.25 (5.10) 1.59 1.11 0.66
Net income (loss) ................ ... ... 3.19 (3.52) 6.95 5.85 5.60
Cash dividends per share®® , ... ............... 0.65 1.60 1.60 1.25 0.20
Consolidated Balance Sheets Data (End of
Period)™:
Total assets . . .. .ot i e e e $28,804 $32,815 $63,011 $62465 $63,718
Longtermdebt............... ... ... ..... 3,709 4,082 8,858 10,077 13,917
Shareholders’ equity ...................... 15,494 15,624 35387 32619 30,399

M Income from continuing operations for the year ended September 26, 2008 includes a class action settlement credit, net of
$10 million, a $9 million goodwill impairment charge, $4 million of separation costs, restructuring, asset impairment and
divestiture charges, net of $248 million, $42 million of incremental stock option charges required under Statement of
Financial Accounting Standards (“SFAS™) No. 123R, “Share-Based Payment,” and a $258 million loss on extinguishment of
debt related to the consent solicitation and exchange offers and termination of the bridge loan facility. Net income also
includes $458 million of income, net of income taxes, from discontinued operations.

@ Loss from continving operations for the year ended September 28, 2007 includes a class action settlement charge, net of
$2.862 billion, $105 mitlion of scparation costs, a $46 million goodwill impairment charge related to the reorganization to a
new management and scgment reporting structure, restructuring, asset impairment and divestiture charges, net of
$210 million, $120 million of incremental stock option charges required under Statement of Financial Accounting Standards
(“SFAS"™) No. 123R, “Sharc-Based Payment,” a $259 million loss related to the early retirement of debt and $95 million of
tax charges related to the Separation primarily for the write-off of ‘deferred tax assets that will no longer be realizable. Net
loss also includes $782 million of income, net of incéme taxes, from discontinued operations.

@ Income {rom continuing operations for the year ended September 29, 2006 includes a charge of $100 million related to the
Voluntary Replacement Program, which is included in cost of sales. Also included are $49 million of scparation costs,
restructuring, asset impairment and divestiture charges, net of $15 million, $84 million of incremental stock option charges
required under SFAS No. 123R, $72 million of income related to a settlement with a former executive and $48 million of
income resulting from a reduction in our estimated workers’ compensation liabilitics primarily due to favorable claims
experience, Net income includes $2,787 million of income, net of income taxes, from discontinued operations as well as a
$14 million loss, net of income taxes, related to the cumulative effect adjustment recorded in conjunction with the adoption
of Financial Accounting Standards Board (“FASB”) Interpretation (“FIN") No. 47, “Accounting for Conditional Asset
Retiremen: Obligations—an Interpretation of FASB Statement No. 143",

@ Income from continuing operations for the year ended September 30, 2005 includes restructuring, asset impairment and
divestiture charges, net of $41 million, a $70 million charge related to certain former executives’ employment, a $50 million
charge related to an SEC enforcement action, a loss of $405 million related to the retirement of debt as well as $109 million
of income related to a court-ordered restitution award. Net income also includes $2,500 million of income, net of income
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taxes, from discontinued operations as well as a $21 million gain, net of income taxes, related te a cumulative effect
adjustment recorded in conjunction with the change in measurement date for pension and postretirement benefit p]ans

Incéme from continuing operations for the year ended September 30, 2004 includes a charge of $5% million related to
divestitures, net restructuring and asset impairment charges of $275 million, and a loss of $113 million related to the
retirement of debt. Net income also includes a $2,488 million loss, net of & income taxes, from discontinued opcranons

Cash dividends per share for the years ended 2007, 2006, 2005 and 2004 represent that of ‘Tyco pre-Separation, which
included Covidien and Tyco Electronics. On September 9, 2008 Tyco's Board of Directors approved a quarterly dividend on
the Company's common shares of $0.20 per share, which was paid on on November 3, 2008 to sharcholders of record on
October 1, 2008. On September 13, 2007 Tyco’s Board of Directors approved a quarterly dividend on the Company’s
common shares of $0.15 per share payable on November 1, 2007 to shareholders of record of Tyco International Lid. post
Separation on QOctober 1, 2007. On December 9, 2004, the Board of Directors approved an increase in the quarterly
dividend on the Company’s common shares from $0.05 to $0.40 per share. As a result, in 2005, Tyco paid a quarterly cash
dividend of $0.05 per common share in the first quarter of 2005 and $0.40 per common share thereafter. Prior to 2003, Tyco
paid a quarterly cash dividend of $0.05 per common share for all periods presented.

The decrease in total assets, long-term debt and shareholders’ equity in 2007 is primarily related to the spin-offs of Covidien
and Tyco Electronics. :
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations - -

"The followrng discussion and analys1s ‘of our financral condition and results of operations should be
read together with the Selected Financial Data and our Consolidated Financial Statements and the
related notes included elsewhere in this Annual Report. This discussion and analysrs contains forward-
locking statements that involve risks, uncertainties and assumptions. Our actual results may differ
materiatly from those anticipated in these forward-looking statements as a result of many factors,
including but not limited to those under the headings “Risk Factors” and “Forward-Looking,
Information.” . : i

Introduction . . . v

‘The Consolidated Financial Statements include the consolidated results of Tyco International Ltd’,
a company organized under the laws of Bermuda, and its subsidiaries (hereinafter collectlvely referred
to as “we,” the “Company” or “Tyco”) and have been prepared in United States dollars, in accordance' :
with accountmg principles generally accepted in the Umted States (“GAAP”).

.t

The Company operates-in the following busmess segments: . ‘ o T

« ADT Worldwide designs, sells, installs, services and monitors electronic security systems for

¥
residential, commercial, industrial and govemmental customers.

v ’ i

* Flow Control designs, manufactures, sells and services valves, pipes, fittings, valve automation and
heat tracing products for the water and wastewater markets, the oil, gas and other energy
markets along with general process industries. '

» Fire Protection Services designs, sells, installs and services fire detectlon and fire suppressron
systems for commercial, industrial and governmental customers. S W

» Electrical and Metal Products designs, ménufactures and sells’ galvanized steel tubing, armored’
wire and cable and other metal products for non- -residential construction, eIectncal firé and
safety and mechanical customers.

* Safety Products designs, manufactures and sells fire protection, security and life safety products,
including fire suppression products, breathing apparatus, intrusion security, access control and
video management systems. In addition, Safety Products manufactures products installed and
serviced by ADT Worldwide and Fire Protectlon Servrees

We also provide general corporate serv1ces to our segments and. these costs are rcported as
Corporate and Other. ' i :

’

References to the segment data are to the Company s contmumg operanons " Prior perlod amounts
have been reclassified to exclude the results of d1scontmued operanons

Overview and Outlook

Fiscal year 2008 was a year of progress for Tyco, as revenue increased by 9% and income from
continuing operations significantly improved compared to 2007. We also made significant progress in
executing our business strategies. Looking forward to fiscal 2009, like most businesses, we expect
market conditions to negatively affect our results. First, because’ over 50% of.our revenue 1s generaied
outside of the U.S., the recent srgmflcant appreciation of the U. S. dollar against most major currencies
could negatively impact our revenue in 2009. Spec1f|cally, the value of the local currencies Jused in our
non-U.S. operations has declined relative to the U.S. dollar by approxrmately 20%, mostly durlng the
fourth fiscal quarter and ‘into October of 2008. If exchange rates remained at these levels, our non-U.S.
revenue would likely decline by a similar magmtude in fiscal 2009. Second, we expect the operating
margins in our Electrical and Metals segment to decline in 2009 as a result of declining steel and
copper prices. As noted in our Critical Accounting Policies, we account for our inventory on a first-in,
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first-out basis. As a result, in a declining price environment like the one we are in today, operating
margins are likely to contract as higher priced inventory is processed and sold at lower prices. Third,

we have recently seen a decline i in commercial construcnon activity, both in the United ngdom and
the U.S. We expect continued weakness in the eommerCIaI constructlon market to. negatrvcly rmpact our
results in'the ADT Worldwrde segment ’

. - . . i-¥
Operationally, in 2009, we expect to-continue’ ouriinitiatives to improve our efflcrency, mdnage our
working capital effectively, refine our portfolio and-prudeatly allo¢ate our capital: We expect internal -
investments to fund growth and productivity in our businesses to continue to be our first priority. As in
prior years, we expect to remain active in making bolt-on acquisitions as we continually assess the
strategic fit and value of businesses that have potential for success within our existing framework. '
During 2008, our ADT Worldwide segment acquired FirstService Security to sirengthen its systems
mtegratron capabthtles In additidn, during 2008, ADT acqurred two Sensormatic franchisees: Wmner
Security Servrces LLC and Sensormatic Security Corp At the same time that, we selectlvely pursue’
acquisitions, we will consider divestitures where busmesses do not align with our long term stratégy. In
fiscal 2008, as part of our portfolio refinement efforts, we sold a subsidiary that makes ‘and sells fire -
protection products in Japan, a European manufacturer of .building products-for the construction -
industry, a European manufacturer of public address and acoustic systems, and substantially all of our
Infrastructure Services business. These divestitutes resulted in cash proceeds of approximately
$1.0 billion. The results of these businesses are ‘included in discontinued operations for all perlods
presented...” ‘ FLI -

In addition to usmg cash flow to furid internal investments and make selecnve acquisitions, we
expect 1o have excess cash to return to our shareholders. Durmg 2008, we completed the $1.0 billion
share repurchase program approved by the Board of Directors in September 2007, which resulted in
the purchase of approximately 5% of our. outstanding shares during the:program. In addition, during
2008, we paid dividends of $292 million to shareholders, and on September 9, 2008 our Board of
Directors approved an increase in the quarterly dmdend on our common shares to $0.20 per share
from $0.15 per share, ‘which was pard ‘ori November 3, 2008 to shareholders ‘of record on October 1,
2008. On July 10, 2008, our Board of Directors approved a new $1.0 billion share repurchase program,
which we intend to use.to repurchase additional shares depending on credit.market conditions,-
macroeconomic factors and our. expectatlons regardmg future cash flows. -

Finally, we continue to focus on operatronal executlon tg drlve earnings growth. To further i improve
operating efficiency, during the first quarter of 2007, we launched a restructuring program across all of
our segments, including the corporate organization, designed to streamline some of dur busin€sses and
reduce our operational footprint. Since the inception of this program through the end of fiscal 2008, we
have incurred charges of approximately $395 million. We have rdentlﬁed additional ppportunities for
cost savings from restructurmg activities rn fi scal 2009 and ‘expect to incur restructurmg charges of
approximately $50 million in fiscal 2009. We ‘believe this restructurmg activity will stréngthen our
competitive position over the long term.

Legal Settlements - B e S T Y

In connection with the settlement of lrttgatlon related to our outstanding publtc debt, on June 3
2008 we, along with out finance subsidiary TIFSA, Tyco International Finance S.A. (“TIFSA”) a
wholly-owned subsidiary of the Company and successor company to Tyco International Group S.AS
(“TIGSA”), a wholly -owned subsidiary of the Company organized under the laws of Luxembourg,
consummated consént solicitations’ anid exchange offers related to certain series of debt issued under
the Company s consent payments totaling $250 million, and we recorded a '$222 million charge to other
expense, net as a loss on extinguishment of debt. We also termmated our unsecured bndge loan facility
entered mto on November 27, 2007 in connectron with the settlement of 'the Indenture Trustee

[ " A e . ’ . * P
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Litigation and recorded a $36 million charge to other expense to write- off unamortized debt issuance .
costs., - R A L , o

During the 'third quarter of 2008, the Company signéd a defi mtrve agreement with the plamttff to,
settle the 1awsu1t entitled New Jersey v. Trco International Ltd., et al. In connection with the scttlement, *
the Company made a payment of $73.25 million to the plaintiffs on June 2, 2008, Pursuant to the
Separation and Distribution Agreement, the Companys share of the settlement amount was
approxrmately SZO millior, with Covidien and Tyco Eléctroiiics responsrble for approxrmately
$30 million and $23 mllhon respecttvely Thé Company recorded the settlement and related’ receivable ’
from each of Covidien and Tyco Electromcs for thetr respel:ttve shares of the settiément amount in the
second quarter of 2008 resultmg in a nét charge to 'selling, general and administrative . expenses for |ts :

share of the settlement of approxrmate]y $20 mt]hon o L

Also in the thtrd quarter of 2008, the Company settled the Iawsult entttled Baliard v. Tyco
Intemanonal Lid! Pursuant to, the settlemerit, the Com'pany made a payment of $36 million to the‘
plamttffs Wl’lICh was subject to the sharing formula contamed in the Separatton and Dtstrtbutton .
Agreement and resulted in the Company recording a'net charge to selling, general and admmtstrattve
expenses of approxrmately $i0 mtlhon and’ recordtng recewables from Tyco Electromcs and Cov1dten of
approxnnately $11 ‘million and $15 million, respectively, in the third quarter.

Also in the third quarter of 2008, the Company settled the matter entitled The Bank of New York v.
Tco Intemattonal Group S.A., a Iawsu1t related to.the Separation Brought by the indenture trusteé of
certain of Tyco S. publlc debt. In connecuon with the’ settlement Tyco exchanged approx1mately
$422 m:llton pnncrpal amount of notes due 2028 and $7D7 million principal amOunt of notes due 2029
for an equal pnncrpal amount of notes due 2019 and 2021 respectively. The 'terms of the’ exchange -
notes are substantlally the same s the terms of the notes for which they were exchanged. In addition,
each series of ridtes issued under Tyco’s indentures dated June’9, 1998 and Detember 31, 2003 T
(mcludrng the exchange notes) were amended to provide noteholders with the right to Tequire Tyco to
repurchase ‘their notes for a purchase prrce equal to 1{'31% of the prmcrpal amount thereof, plus
accrued and unpard mterest if any, to the date of purchase in the event that a rat1ngs downgrade
occurs m connectton w1th certam change of control transactrons

L | S
Also in the [h]l'Cl quarter of 2008, the Company settled the umatter entitled Senmrmauc Security
Corp. v. Sensormatic Electronics Corp., ADT Security Services, Inc. and Wallace Computer Services, Inc. in

connection with its purchase of the Sensormanc franchisee’ s Maryland Vtrgtma and District of
Columbia franchise. As part of the sctilement and the franchtse acqursrtton the Company paid a total
of approx1mately $86 lTlllllOll to, the franchlsee which includes 20 million for the re‘acqu:s:tron of "
franchise rlghts that ‘were deemed unfavorable to the Company ‘when coimpared to pricing for current
market transactlons for similar arrangements and $6 mlll1on related toa legal settlement.

In the second quarter of 2008, the Company Settled a contract dispute arising under its former
Infrastructure Services business relating to the City of Phoenix’s 91 Avenue Wastewater Treatment
Plant. The settlement included a general release of all c]atms by each’party to the litigation without any
party makrng any paymerit 10 any other party In connection with the settlement the Company assessed
its assets under the ortgma] contract with the Ctty of Phoentx and concluded the assets were no longer ‘
recoverable, resu[tmg Ina $51 million charge to dlscontmued opera‘ttons in the second quarter of 2008

In 2007, the Company settled 32 purported securities class action-lawsuits arising from actions
alleged to have been taken by prior management for $2.975 biltion. Of this amount, the Company .
contributed $803 million, representing its share under the Separation and Distribution Agreement, to a
$2.975 billion escrow account established in connection with the settlement. All legal contingencies that
could have affected the final order approving the settlement expired on February 21, 2008, and the
claims administrator is currently processing claims, The settlement did not purport to resolve all
securities cases, and several of such cases remain outstanding. In addition, the settlement did not
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release claims arising under ERISA and the lawsuits arising thereunder. As of the opt-out'deadline, * °
Tyco had received opt-out notices from individuals and entities totaling approximately 4% of the shares
owned by class members. A number of these individuals and entities have filed claims separately
against Tyco. Any judgments resulting from such claims or from claims that are filed in the future
would not rediice the settiement amount. Generally, the claims asserted by these plaintiffs include
claims similar to those ‘asserted by the settling defeéndants; namely, violations'of the disclosure’
provisions of fedéral securities laws. ‘Tyco intends to vigorously defend any litigation resulting from
opt-out claims. It is not possible to predict the final outcome or'to estimate the amount of loss or .
range of possible loss, if any, that might result from an adverse resolutton of the asserted or unasserted
claims from individuals that have opted-out or from any other legacy ‘securities litigation. Should any of
these cases result in an adverse Judgment or be settled for a significant amount, they could have a
material adverse effect on our financial posmon results of operations or cash flows.

Under the terms of the Separation and Distribution Agreement, each of Tyco Covidien and Tyco
Electronics are jointly and severally liable for the full amount of any legacy securities action settlement
(mcludmg ERISA claims) and any judgments resultmg from opt-out claims. Addttlonally, under the
Separation and Distribution Agreement, the compames shared in the liability and escrow accounts’
related to the class action settlement, w1th Tyco assuming 27%, COVIdlEI‘l 42% and Tyco Electromcs
31% of the settiement amount.

Asa result, Tyco incurred a charge to expense “for which no tax benefit is available, and a current
liability of $2.975 billion in the third quarter of 2007. Tyco borrowed under its unsecured brtdge and
credit facilities to fund the’ liability and placed the proceeds in escrow for the benefit of the class. In
connection with the Separatlon Covidien and Tyoo Electronics assumed their portlon of the related’
borrowmg The Company has also recovered certain of these costs from insurers. As a result, the
Company recorded $113 m1lhon of recovéries in connection with the class action settlement in its
Consolidated Statements of Operatlons for 2007. Based on the Separation and D1str1but1on Agreement,
the Company recorded payables 'to Cov1d1en and "cho Electromcs for their portion of the 2007
recoveries with an offset to shareholders’ equity. The’ Company recovered an additional $38 million of
" costs from insurers dunng 2008. The Company recorded payables to Covidien and Tyco Electronics for
their respective shares of the 2008 recoveries resulting in a net $10 million credit recorded to class
action settlement, net .in the Consolidated Statement of Operations.

Since all legal contmgenc1es that could have affected the settlement wefe exhausted on
February 21, 2008, the administration and dlStl‘lbuthﬂ of the settlement funds in escrow has been’
managed by the counsel of the certlﬁed class and Tyco is not subject to any further liability related to
the class action settlement As a result, Tyco has extinguished the class action liability and no longer
has claim to the escrow account. The escrow accounts earned 1nterest that was payable to the class. As
a result, interest was alo accrued on the class action settlement liability. On February 21, 2008, the
class action liability and escrow account balances 1ncludmg imterest were each $3.02 billion.

Based on the’ Separation and Distribution Agreement Tyco had a receivable from Covidicn and
Tyco Electronics for their portion of the liability of $1,257 million and $927 million, respectively at
September 28, 2007 and corresponding payables to Covidien and Tyco Electronics for their interest in
the escrow accounts. Recewables and payables that pertain to the class action settlement and related
escrow accounts with the same counterparty were presentéd net in the Consolidated Balance Sheet.
Tyco’s-portion ‘of the liability was $808 million at September 28, 2007. These amounts were extinguished
during the second quarter of 2008

i . . : Y
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Operating Results

Net revenue, operating income (loss) and net income (loss) for the years ended September 26,

2008, Scptember 28 2007 and September 29, 2006 were as follows ($ in millions): -

Y 2008 2007 2006
‘Revenue from product sales .......................... $13,064  $11,816 $10,731
ServICE FEVENUE . .. it e e e e 7,135 6,661 6,335
Netrevenue ............ ... ...l $20,199 $18477 $17,066
Operatmg income (losS) . ... ...... ... ... $ 1,941 $(1,732) $ 1,355
Interest income. . . .. ettt e e e 110 104 - 46
Interest €XpensSe . . . oo v vttt e e (396) (313) (279)
Other eXpense, Mt . .. ..o\ ettt iae e iieeeenns (224) (255) — .
Income (loss) from cqntmumg operations before income taxes o

and minority interest . . ... ... .. ... .. ... .. .. .. ... 1,431 (2,196) 1,122
Income taxes ............ ..ot (335) (324) (304)
Minority interest . . ... ... .. e e e 8] @ - o
Income (loss) from continning operations ................ 1,095 (2,524) 817
Income from discontinued operations, net of income taxes . ... 458 782 2,787
Income (loss) before cumulative effect of accounting change . . . 1,553 (1,742) 3,604
Cumulative effect of accounting change, net of income taxes . . . — — (14)
Net income (10SS) . . . .. ..ot $ 1,553 $(1,742) $ 3,590

Net revenue increased $1.7. billion, or 9.3%, for 2008 as compared to 2007 as a result of growth in
all of our segments led by solid year over year increases in Flow Control, ADT Worldwide and
Electrical and Metal Products. The increase in net revenue in Flow Control resulted from volume
growth due to continued strength in most industrial end markets with significant project growth in the
valves business. In addition, net revenue growth in ADT Worldwide was attributable to growth in all
geographic regions, as well as growth in its North American recurring revenue base. Electrical and
Metal Products experienced growth primarily due to selling price increases partiaily offset by a decrease
in volume. Foreign currency exchange rates positively affected 2008 by $772 million while the net
impact of acquisitions, divestitures and other activity positively affected 2008 by $35 million.

Operating income increased $3.7 billion for 2008. Operating loss in 2007 included the class action
settlement charge of $2.862 billion while 2008 operating income included a class action benefit of
$10 million. Strong year over year income growth in all segments led by Flow Control, ADT Worldwide
and Electrical and Metal Products, as well as lower corporate expenses contributed to the increase in
operating income. Operating income was also favorably impacted as a result of lower Separation
related costs and goodwill impairment charges, Separation related costs impacted operating income by
$4 million and $105 million and goodwill impairment charges impacted operating income by $9 million.
and $46 million in 2008 and 2007, respectively. Additionally, operating income was negatively impacted
by restructuring, asset impairment and divestiture charges, net of $248 million for 2008 and
$210 million for 2007. : . ¢

Net revenue increased $1.4 billion, or 8.3%, for 2007 as compared to 2006 as a result of growth in
all of our segments. The increase in net revenue was largely driven by Flow Control as a result of
volume growth from continued strength in most industrial end markets. In addition, ADT Worldwide
had strong growth in Asia and Latin America, as well as growth in its recurring revenue base and -
systems installation and service in North America. Fire Protection Services experienced continued .
growth in electronic and mechanical contracting. Foreign currency exchange rates positively affected
2007 by $580 million while the net impact of acquisitions and divestitures negatively affected 2007 by
$48 million.
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Operating income decreased $3.1 billion for 2007. Operating income was primarily impacted by the .
class action settlement charge, net of $2.862 billion. Revenue growth in all segments was partially offset by
lower margins in Electrical and Metal Products primarily due to unfavorable spreads on both steel and
copper products. Additionally, operating income was impacted by costs incurred relating to the Separation
and the restructuring program announced in Novemnber 2006. Separation related costs impacted operating
income by $105 million for 2007 and $49 million for 2006. Restructuring, asset impairment and divestiture
charges, net impacted operating income by $210 million and $15 million in 2007 and 2006, respectively.
Also impacting operating income was a goodwill impairment charge of $46 million due to the
reorganization into our new management and segment reporting structure. In addition, 2006 was
unfavorably affected by a $100 million charge relating to a pre-existing voluntary replacement progran for
certain sprinkler heads, incremental stock option charges of $84 million as requirecl under SFAS No?'123R,
“Share-Based Payment,” and separation related costs of $49 million. Operating income for 2006 also '
included $72 million of income related to the extinguishment of certain payment obligations under a split
dollar life insurance policy and rabbi trust pursuant to a settlement with Mr. Kozlowski, former Chief -
Executive Officer, and $48 million of income resulting from a reduction in our estimated workers’
compénsation liabilities primarily due to favorable claims experience.

Results by Geographic Area

Net revenuc by geographic area for the years endcd Scptember 26 2008, Scptember '78 2007 and
September 29, 2006 was as follows (§ in mllllOﬂS) :

.

2008 . 2007 2006
Net revenue'':
United States . ........coue i ... e 590661 $ 8884 § 8,617
Other Americas . ... ... ... e e S 1,537 1,445 1,354
Europe, Mlddle East and Afrlca e e e e e 5,749 5338 + 4,707

Asia-Pacific .. ... . . L3252 2810 2,388
: ' $20,199  $18.477 ‘$17,066

) Revenue is attributed 10 individual countries based on the reporling entity that records the transaction.

Segment Results

The segment discussions that follow describe the mgmﬂcant factors contributing to the changes in,
results for each of our segments included in contmumg operations. _ - ‘
ADT Worldwide

Net revenue, operating income and operating margin for ADT Worldwide for the years ended
September 26, 2008, September 28, 2007 and- September 29, 2006 were as follows ($ in millions):

. . ] , i 2008 2007 Y 2006
Revenue from product sales . . . . . e $2,821 $2,734 $2,546
Servige TEVENUE . ..ot c e 5,196 4914 4,659
Net revenue . ......... POV e e e e $8,017 $7,648 . $7,205
Operating inCome . ..\ voveeeeanns. AU $ 910 $ 842 $7907°
Operating margin. ... 1. ........ ETe e SR 114% 11.0% 12.6%

' . \ " 1
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Net revenue by geographic area for ADT Worldwide for the years-ended September 26, 2008,
September 28, 2007 and September 29, 2006 was as follows ($ in millions):

N ' T 2008 2007 2006

North America . ............oo.... e $4,218 $4,094 $3,985°
Europe, Middle East and Afrlca ..................... La.e. 2641 2574 2344
Rest of World e o e e e 1,158 980 876

. ' . . . .$8017 $7,648 $7,205

Net revenue for ADT. Worldwide increased $369 million, or 4.8%, during. 2008, with product
revenue up 3.2% and,service revenue up 5.7%, as compared to 2007. Revenue from product sales
includes sales and.installation of electronic security and other systems. Service revenue is comprised of
electronic security services and maintenance, including the monitoring of-burglar alarms, fire alarms
and other life safety systems as well as services related to retailer anti-theft systems. Apprommate!y
50% of ADT's total net revenue is contractual and is considered recumng revenue. Overall, recurring
revente grew 6.1% during 2008 while systems installation and setvice revenue grew 3.7%.
Geographically, North America grew 3%, resulting largély from growth in recurring revenue which was
partially offset by weakness in the retailer end market. The North America net revenue increase also

-includes the impact of acquisitions, which contributed $53 million. Although we experienced
year-over-year nét révenue increase in North America, this was partially offset by the retailer end
market which continued to show 'signs of wéakness during the fourth quarter of 2008. We will continue
to ‘monitor these market conditions as well as the current economic environment as we enter fiscal year
2009. Revenue in the EMEA region increased $67 million, or 2.6%, as a result of foreign currency '
exchange rates which had a favorable impact of $151 million. This increase was partially offset by a
decline in systems installation -and service revenue due to weakness in ‘the retailer end market as well as
commercial softness primarily in the United Kingdom. The 18.2% revenue growth in the Rest of World
geographies was.primarily driven by growth in both recurring revenue. and contracting across all
regions. The Rest of the World increase included the favorable impact of .changes in forelgn currency
exchange rates of $30 million. Overall, the ADT Worldwide net revenue increase included the favorable
impact of changes in foreign currency, exchange rates of $213 million. The net impact of acquisitions,
divestitures, and,other activity positively affected revenue by $27 million.

Operating margin in ADT Worldwide increased to 11.4% in 2008 from 11.0% in 2007. North
America is one of the frost profitable geographic areas for ADT Worldwide with 2008 and 2007
opetating mdrgin of 15.8% and 16.9%, respectively. Margins in North America were negatively
impacted by $58 million of restructuring and asset impairments in 2008 compared to $8 million in 2007.
Restructuring charges in 2008 include $58 million relating to the reacquisition of certain franchise
rights that were deemed to be unfavorable to the Company. There were no charges related to the
reacquisition of franchise rights in 2007. In addition, North America incurred $48 million and
$12 million to convert customers from analog to digital signal transmissions in 2008 and 2007,
respectively. North America operating margins benefited from continued growth in recurring revenue
partially offset by declines in the retailer end market. ADT EMEA had 2008 and 2007 operating
margin of 4.6% and 3.1%, respectively. EMEA's operatmg income included $52 million of restructuring
and impairments in 2008 compared with $71 million in 2007. EMEA margins beneflted from reduced
costs as a result of the restructurmg program, which was partially offset by volume decreases as
discussed above. ' '

Attrition rates for customers in our ADT Worldwide business increased over the prior yedr to an
average of 12.9% on a trailing 12-month basis for 2008, as compared to 12.3% for 2007 and 14.2% in
2006. The increased: attrition wis partially due to the analog to digital conversion project and partially
due to the market conditions in the commercial business, which included customers switching from a
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contractual service -agreement to a time and materlal ba51s Internatlonally, our atirition rate continued
to improve. e I .

Operating income in 2008 increased $68 million, or 8.1%, as compared to 2007. Factors that
posntrvely impacted operating income included increased volume, particularly our higher margin
recurring revenue, operational efficiencies, including those achieved from restructuring activities in
Europe lower. depreciation. and amortization expense and lower long-tived asset impairment charges.
The décrease in deprecrahon and amortization expense occurred primarily in North America and’
resulted from'changes to the depreciation method and estimated useful lives for pooled subscriber
assets and changes to the estimated useful lives of dealer intangible assets. The reduction in
depreciation and amortization expeénse was partially offset by-increased net expenses of $51 million,
which primarily related to converting customers from analog to digital signal transmrssrons in North
America. Results for 2007 include goodwill impairment charges due to the reorganization of our - v
management and segment reportmg structure followmg the Separatlon' ! C e

IS

Net revenue for ADT Worldwrde 1ncreased 6.1%during 2007, wnth product revenue up 7. 4% and
service revenue up 5. S%,, as compared to. 2006. The 2, 7% revenue growth in North, America resulted .
largely from an increase in commercial mstal]dttons,.prrmarlly in the retailer market, as well asan _,
increase in the, recurring revenue base ‘Revenue in the EMEA region grew 9.8%, prrmanly drrven by
favorable changes in foreign currency exchange rates. The 11.9% revenue growth in the Rest of World .
geographies was prrmarrly driven by strong growth in Asia ancL Latm America and, to a lesser extent
favorable changes in forelgn currency-exchange rates. OveraJl net revenuec was favorably affected by .
$213 million due to.changes in foreign currency exchange rates while the net impact of acqutsrttons and
divestitures unfavorably impacted net revenue by $3.million. . . s Y

Operating income of $842 million ‘in 2007 decréased '$65 million from $907 mllhon in 2006. Factors
that positively impacted operattng income included: increased volume, operational efflclenc:tes and
rediiclions to deprematlon -and'dmottization expense, of $26 million. The decrease'to deprecratton and
amortization ‘expense Tesulted from ’changes to the depréciation method and estimated:useful lives for
pooled subscriber assets and changes to the estimated useful lives of dealer intangible assets, These -
increases were more than offsét by a goodwill impairment charge of $46 million, due to the' -
reorganization of our management and:segiment reporting structureyas well as increased investment-in
selling and marketing in Americiis and Asia. In addition, resiilts for 2007 includéd restructuring, asset
impairment and divestiture charges, net of $83 million, which were primarily related to actions to,
improve field efficiencies and consolidating certain admmtstratlve functions in Europe, and an -
impairment of certain indefinite lived intangible, assets Restructurtng, asset impairment and divestiture,
charges, net.were $5 million in 2006 ya - .

+
. , B . .
1 : B . . PR

Flow Control. ‘ e : . L : : et

L] - ~

Net revenuc, operating income and operating margin for Flow ‘Control for the years ended
September 26, 2008, September 28, 2007 and September 29, 2006 weré as foliows (3 in millions): ’

.’"

ST oL oL . 2008 2007 2006+ . 4,
‘Revenue from product shles .. ... s e i e e oL 84,201 $3,618 "$'3,0023 :

Service revenue SR L R 27 148 7 133

. A 1 LN . ot L P
Net revenue . . ... ST $4,418 " $3,766 | $3,135
_Operatmg income ... ... G PN _$ 618 § 457 § 356
Operatmg margm ..... . T e 14; 0% 121%  11.4%

"Net revenue for Flow Control mcreased' $652 mllllon or 17. 3%, in 2008 as compared to 2007. The
increase in net revenue was largely driven by volume growth from continued strength in the valves and :
thermal businesses, and to a lesser extent, the water business. The increase in the valves business was
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primarily driven by continued project growth in.the oil and gas industry while the thermal business
benefited primarily from continued strong project growth coupled with. increased selling prices. While
revenue within the water business increased year over year, project activity declined during the second
half of 2008, primarily in Australia. Favorable changes in foreign currency exchange rates positively
impacted revenue by $314 million. The net impact of acquisitions, divestitures and other activity
positively affected revenue by $6 million.

Operating income increased $161 million, or 35.2%, in 2008 as compared to 2007 primarily from
revenue growth, as well as volume efficiencies.” Flow Control incurred restructuring, asset impairment
and divestiture charges, net of $8 million, compared to $28 million in:2007. Additionally, selling,
general and administrative expenses in:2008 included an environmental remediation charge of

$6 million related to the closure of a facility in North America as compared to no charges in 2007.

Net revenue for Flow Control increased $631 million, or 20.1%, in 2007 as compared to 2006. The
increase in net revenue was largely driven by volume growth from continued strength in most industrial
end markets with significant project growth in the energy and water sectors. Growth in these sectors
was strong across all geographical regions, and, in particular, Asia-Pacific and Europe. Favorable
changes in foreign currency exchange rates positively impacted revenue by $197 million while the net
impact of acquisitions and divestitures unfavorably impacted net revenue by $16 million.

The increase in operating income of $101 mitlion, or 28.4%, in 2007 as compared 2006 was
primarily due to revenue growth, as well as improved utilization rates. The increase in operating
income during 2007 was partially offset by restructuring, asset impairment and divestiture charges, net
of $28 million, which includes $6 million in cost of sales and selling, general and administrative
expenses.

Fire Protection Services .

Net revenue, operating income and operating margin for Fire Protection Services for the years
ended September 26, 2008, September 28, 2007 and September-29, 2006 were as follows (3 in millions):

2008 2007 - 2006

Revenue from product sales . U $1,860 $1,790 $1,629
Service revenue . . ... ... it e - v 1,693 1,576 1,521
Netrevenue ..... .................. P $3,553  $3,366 $3,150
Operating income . . ... ... ... ... iiii i $ 321 $-258 §-241
Operating margin. . . ............ .. i, 9.0% 1.7% 1.7%

Net revenue for Fire Protection Services increased $187 million, or 5.6%, during 2008 as compared
to 2007, driven by increases in both product sales and service revenues. Revenue from product sales
includes sales and installation of fire protection and other systems. Service revenue comprises of
inspection, maintenance, service and monttoring of fire detection and suppression systems. This
increase in product sales was aided by foreign currency exchange rates, which had a favorable impact of
$63 million. The increase in service revenue related to growth in service work and sprinkler contracting
in North America and Asia primarily as a result of an increase in demand from the education and
healthcare industries in North America and continued commercial expansion in. the Asia Pacific region.
Additionally, changes in foreign currency exchange rates had a favorable impact of $62 million on
service revenue. The increase was partially offset by reduced revenue in EMEA and Australia/New
Zealand primarily due to a decline in contracting revenue as a .result of a strategic initiative o be more
selective in our pursuit of contracts. Additionally, the net revenue increase was partially offset due to
the planned exit of low performing non-core activities in Latin America and Asia. Overall, the Fire
Protection Services net revenue increase included the favorable impact of changes in foreign currency
exchange rates of $125 million.
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Operating income increased $63 million, or 24.4%, during 2008 as compared to 2007 resulting
largely from increased volume and improved margins, primarily in North America, and to.a fesser - -
extent, Asia and EMEA.: The increase in operating income during 2008 was partially offset by.
$22 million of restructuring, asset impairment and divestiture charges.. Also, operating income was -
unfavorably impacted by.$9 million due to a goodwill impairment in the Latin America reporting unit.

Net revenue for Fire Protection Services increased $216 million, or 6.9%, during 2007 as compat'ed
to 2006, driven largely by a 9.9% increase in revenue from.product sales. This increase was largely. the
result of strong growth in most-regions:which benefited from continuing strength in commercial . - .
construction activity in our focitsed end-markets. Changes in foreign currency exchangerrates had a. & .
favorable impact of $101 million while divestitures had a negative impact of $30 million. S

Operating income increased $17 million during 2007 4s compared to 2006 resulting largely from
increased volume, and improved margins, primarily in North- America..Results for 2007 included
restructuring, asset impairment and divestiture charges: net of $23 million, of which §1 million is
included in cost of sales, primarily related to actions to improve field efficiencies and consolidate  ".:
certain administrative functions in Europe. Operating income was unfavorably impacted by $1 million:
of divestiture charges, compared to no charges in 2006/ . . I

FElectrical and Mela! Products

‘ . .

Net revenue, operating income and operating margin for Electrical ancl Metal Products for the -
years ended September 26, 2008 September 28, 2007 and September 29, 2006 were as follows ($ in .
mitlions): o ; ' 1 _ . L.

2008 2007 2006

Revenue from product sales .. ....... ... ... i, $2,266 $1,970 §$1,946
Service revenue ... ......... e T 6. 4 3
Net FEVENUE . oo v vrrs e e e e . $2272. $1,974 $1,949
Operating inCOME . . ... ottt $ 342 3 159 §$ 319
Operating margin. .. ........ ottt it 15.1% 8.1% 164%

Net revenue for Electrical and Metal Products increased $298 million, or 15.1%, in 2008 as,
compared to 2007. The increase in net revenue was largely driven by selling price increases for steel
tubular products and to a lesser extent armored cable products partially offset by decreased sales
volume for both products. Changes in foreign currency exchange rates had a favorable impact of
$44 million. . : e

Operating income increased $183 million, or 115.1%, in 2008 as compared to 2007. The increase in
operating income was primarily ‘due to favorable spreads on both steel tubular and armored cable . - -
products. As inventory is replenished at higher prices, the spreads will narrow, which will result in
lower operating income. Income generated by higher selling prices for both steel tubular and armored
cable products were partially offset by decreased sales volume for both.products. Operational -
~ excellence initiatives resulted in reductions in production cost rates for both steel tubular and armored
cable products. The increase in operdting income during 2008 was partially offset by $43 million'of .
restructuring, asset 1mpa|rment and divestiture charges, as compared to $7 million in 2007. i

Net revenue for Elecirical apd Metal Products increased $25 million, or 1.3%, in 2007 as compared
to 2006. Favorable changes in foreign currency “exchange rates of $20 million contributed to the
increase in revenue. The increase in net 'revenue was largely driven by increased sales volume of
armored cable products steel tubular products, and higher selling prices and sales volumes in Brazil.
These increases were largely offset by the impact of lower selling prices on stecl tubular products in
North America.

.- . <r -
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The decrease in operating income of $160 million, or 50.2%, in 2007 as compared to 2006 was .
primarily due to unfavorable spreads on both steel tubular and armored cable products. Income
generated by h!gher sales volume for both armored cable and steel tubular products were more than
offset by lower selling prices and hlgher raw material prices. Results, for 2007 included restructurmg, i
asset 1mpalrmem and dwesmure charges net of $7 mllhon cbmpared to no charges in 2006

Wt

S‘afEfyProducw s . - : s

. , . . . [

Net revenue, operatmg income and operating . margln for Safety .Products for the years ended
September 26, 2008, September: 28, 2007 and September 29, 2006 were as follows ($ in.millions):

D RTCIU R Tt ey 008 2007 -+ 2006 -
Revenue from product sales S AP PR 3 K3 (3 $1, 704" 81, 608 et
Service revenue._...‘.‘._..._. T ‘18 15 16
Netrevene ., ... .oou youenentones s el 81934 §1719 $LEM
Operating income :........ e T e e it e $ 284 .25 274 .- 8 196
Operating margin. ... ... ... ittty - 147%  15.9% | 12i%%

Net revenue for Safety Products increased $215 million, or 12.5%, during 2008 as compared to
2007 primarily from strong performance in the fire suppression, and to a lesser extent electionic
security and life safety businesses. The .increase in the fire suppression business was driven ‘by. continued
growth in the energy and marine.sectors, favorable product mix and increased selling prices-to offset
increasing raw material costs. The .increase in the life safety business was primarily driven by growth in
North America as a result of increased spendmg by fire departments due to the release of federal
funds, and from mcreased selling prlces The increase in the electronic’ secunty business was partially
due to hlgher volume and new product introductions’ pnmarrly related o casinos and schools. Favorable
changes in foreign currency exchange rates of $76 million also ¢ontribuited to the’ 1ncrease in revenue

Operating income increased $10 million, or 3.6% in 2008 as compared to 2007. The 1ncrease in
operating income was primarily attrrbutable to increased sales volume along with the impact of cost
savings from operational excellence initiativés. The increase in operanng income durlng 2008 was
partially offset’ by $73.million of restructuring,, asset 1mpa|rment and.divestiture charges, net as | «
compared to $29 million in, 2007, T : R ol

‘Net revenue for Safety Products increased $95 million, or 5, 8%, during 2007 as compared to 2006
prrmarrly from strong performance in the fire suppression and eléctronic secutity businesses. Favorable
changes in foreign currency exchange rates of $49 million also contributed to the increase 1n revenue
The intrease in the fire suppression business was driven by, continued growth in lhe energy and 3 marme
sectors in the Americas and the Middlc East as well as increased selling prices to help offset the *
significant cost increase of raw materials, The electronic security business also experienced favorable
growth as a result of new product introductions and new market expansions. These increases were
partially offset by continued softness in the life safety business in North America due to delays of
federal assistance provided to fire departments.

Operating income increased $78 million to $274 million for the year ended September 28, 2007
compared to the prior year. Prior year results included a $100 million charge related to a pre-existing
Voluntary Replacement Program (“VRP”) for sprinkler heads in the fire suppression business. The
deadline for filing claims to participate in the VRP ended on August 31, 2007, In light of the most
current claims data, an additional $10 million charge was recorded in the fourth quarter of 2007. Also,
2007 results include the effect of restructuring, asset impairment, and divestiture charges, net of
$29 million.
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Corporate and Other o ' - T

Corporate expense for 2008 was $3.2 billion lower as compared to the prior year, primarily .
resulting from various charges in 2007, including the class action settlement charge of $2.862 billion,
separation costs of $117 million and net restructuring and asset impairment charges of $40 million "
primarily related to the consolidation of certain headquarter functions. Corporate expense for 2008
included net charges of $28 million composed of a $29 million charge for a legacy legal settlement,
$4 million of separation costs and $5 million for restructuring, asset impairment and divestiture charges,
net, offset by a credit of $10 million for class action settlement recoveries. The remaining decrease in
corporate expense. is primarily related to cost reduction initiatives and the restructuring program.

Corporate expense for 2006 included $72 million of income related to the extinguishment of certain
payment obligations under a spiit dollar life insurance policy and rabbi trust pursuant to a settlement
with Mr. Kozlowski, former Chief Executive Officer, and $48 million of income resulting from a
reduction in our estimated workers’ compensation liabilities primarily due to favorable claims
experience. These income items were partially offset by incremental stock option charges of $47 million
required under SFAS No. 123R, Separation related costs of $49 million and restructurmg and
divestiture charges of $2'million. :

Interest Incame and E.tpense T S

Interest income was $110 million in 2008, as compared to $104 million and $46:million in.2007 and
2006, réspectively. The increases in interest income in 2008 and 2007 are primarily related to interest
earned on the class action settlement escrow of $47 and $41 million, respectively. D

+

Interest expense was $396 mrllron in 2008, as compared to $313 miltion in 2007 and $279 mllllon in,
2006. The increases in interest expense in 2008 and 2007 are a result of interest on the class action.
settlement liability of $47 and. $41 mrlllon, respectlvely, and mcreased costs related 10 our bridge loan
and revolving credit fac1ht1es

The weighted- -average interest rate on total debt outstandmg at September 26, 2008, September 28,
2007 and September 29, 20{)6 were 6.2%, 6. 3% and 6.0%, respectively.

In 2007 and 2006 net interest amounts were proportionally allocated to Covidien and Tyeo i
Electronics based on the debt amounts that we believe were utilized by Covidien and Tyco' Electronics -
historically inclusive of amounts directly incurred, and is included in discontinued operations. Allocated
net interest was calculated using our historical wetghted average.interest rate on debt, including the
1mpact ‘of interest rate swap agreements. The portion of Tyco’s interest income allocated to Covndlen
and 'cho Electronics was $35 million and $53 million during 2007 and 2006, respectively. The portlon .

1 ) o 0o

of Tyco’s. interest expense allocatéd to Covidien and Tyco Electromcs was $242 million and $378 mllhon_

during 2007 and 2006 respectwely . Coe . o ) S,
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Other Expense, Net o ‘ - o ) L

Other expense, net was $224 mllllon m 2008 and $255 mitlion in 2007. Other expense net in 2008_
primarily relates to the loss of $258 million on extinguishment of debt related to the consent' .
solicitation and exchange offers and termination of the bridge toan facility offset by income of
$6 million recorded in connection with the settlement of its 3.125% convertible senior debentures and
related financial instruments. See Notes 13 and 15 to the Consolidated Financial Statemerits. The
Company also recorded other-than-temporary impairments and realized losses on the salé’ of
investments of $6 million related primarily to investments in corporate debt. Refer to Note 10ito the
Consolidated Financial Statements. Additionally, the: Company recorded $40 million of income‘as a =
result of an increase in the receivables due from Covidien and Tyco Electronics under.the Tax Sharing:
Agreement upon the adoption of Financial Accounting Standards Board (“FASBY) Interpretation
(“FIN) No. 48, “Accounting for. Uncertain Income Taxes—an interpretation of FASB-Statement
No. 109.” The Company also recorded $6 million of expense for other activity in accordance withithe
Tax Sharing Agrecments during 2008.

- During 2007, other expense, net consistéd pmnarlly of a $259 million loss on early extmgulshment '
of debt incurred in connection with- debt tender offers indertaken in connection with the Separation,
for which no tax benefit is‘available. Sée Note 13 to the Consolidated Financial Statements, This:
charge consists primarily of premiums paid and the write-off of unamortized debt issuance costs and
discounts. The total loss on early extinguishment of debt was $647 million, with $259 million included
in continuing opérations and $388 mllhon allocated to Covndlen and Tyco Electronics -and mcluded in.
discontinued operatlons : . UL < ¥

Income Taxes: - ‘ . - . C . T
Eﬁ‘ectwe Income Tax Rate

Our effective income tax rate was 23. 4% for 2008. Income taxes durmg 2008 were positively -
impacted by increased profitability in lower tax rate jurisdictions and release of deferred tax valuation. '
allowances partially offset by enacted tax’law changes that negatively impacted the non-U.S. deferred !
tax assets. The effective. tax rate for.2007 is not meaningful primarily as a result of the class action .- *
settlement charge: net of $2.862 billion -and the loss on early extinguishment of debt of $259 millionfor
which .no tax benefit is available. Additionally, taxes for 2007 were negatively impacted by tax costs
related to the Separation of $92 million and were. favorably impacted by the release of a'deferred tax
valuation allowance related to non-U.S. tax rulings received during the period and reduced-reserve '
requirements on ce{taiq legacy tax matters. Our effective income tax rate for 2Q06‘ was 27.1%.

The valuation- allowance for deferred tax assets of $745-million and $644 million at September 26,
2008 and-September- 28, 2007,.res